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Innovation as an immanent attribute of an agile enterprise

Agnieszka Rzepka?, Andrzej J. Olak?

Abstract

Research background: Each organization faces the challenge of operating in
an environment that is unpredictable and turbulent. Emergence of business era
caused that change had become a key feature that determines the economic
environment of an enterprise. Market environment forces companies to seek
strategic orientation that would allow them to use market opportunities and come
to grips with growing customer demands. These goals can only be achieved by an
organization that bears the hallmarks of agility.

Purpose of the article: The purpose of this article is to analyze relationships
between obtaining an ability to be innovative and agility attributes of an
organization.

Methodology/methods: The problem was analyzed on the basis of empirical
research of an international character. The article points out that adopting by a
company agility attributes translates into a better competitive position and a higher
level of innovation. Innovation in an enterprise constitute an impulse to take new
challenges, which perfectly fits into the paradigm of the organization’s agility. In
turn, through innovation, companies become agile.

Outcome: The presented research confirms that there is a connection between
having agility attributes by a company and obtaining by it a high level of innova-
tion. Many authors also specify important role of IT system in introducing prod-
uct innovations and innovation processes

JEL Classification: 030, M21, P42
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Agility is understood as the ability of an enterprise to react quickly and
instantly adapt to new environment conditions in response to the continuous and
unpredictable changes which happen on competitive markets. Rapid and at the
same time successful response given by an enterprise involves the adjustment of all
its components such as the technology, people, products, offer to unforeseeable
transformations (Kidd, 1995, pp.2-16).

Moreover, agility is defined as the ability of the company to prepare such
offer that is flexible in nature and meets the sophisticated demands of individual
customers. The agility, understood in such a way, means the ability to seize by a
company new opportunities and treat them as necessary stimuli to set innovative
market solutions that also take into account knowledge, inter-organizational
relationships, human resources and their further use to obtain competitive
advantage (Aveni, 1994, pp.1-14).

The concept of agility initially developed in the domain of production.
However, it was noted that its assumptions may relate to other functions of the
company what, as a result, led to the creation of the term of "agile enterprise"
(Goldman, Preiss, Nagel, 1991, pp.3-18). Currently, a number of views on how to
understand this concept exist. Some of them are related to just one specific feature
of an organization, other present a broad view meaning of agility, some seek to
establish, on the one hand, relationships between the dimensions of agility and
related attributes, and, on the other hand, business performance and competitive
bases of an organization. Agility has been explored in a number of studies and seen
as a system with exceptional internal capabilities including hard and soft technolo-
gies, human resources, educated and highly motivated management, and infor-
mation and communication technologies that as a whole meet the rapidly changing
needs of the market place with speed and flexibility.

According to S. Trzcielinski (2007, pp.97) "agility” should be treated in
the category of the new paradigm of an enterprise. The author suggests that this
concept is not a particular state or one, single condition, it may reach different
levels. S. Trzcielinski’s model of agile enterprise describes an agile enterprise in
four dimensions: shrewdness, resource flexibility, enterprise's intelligence, and
smartness of the enterprise. These agile dimensions are interpreted from the
situational conditions of an enterprise: internal and external factors. The internal
factors are: market orientation, product / service customization, key process
creating market advantage, business goals, and organizational goals. The external
factors are levels of branch stability (Pawlowski, 2015, pp.3). The author suggests
that only on the "zero level”, the agility may be treated as a concept ascribed to
lean enterprise limiting itself only to methods that constitute a common part of
both metaconceptions.

Another interpretation of the concept of agility is more narrow and one
side oriented. According to it, the main emphasis is placed on the ability of rapid
adaptation. An agile enterprise is able to skilfully and quickly react to market
changes (Kidd, 1995, pp.2-16).

The attributes of an agile organization include: speed and flexibility and
effective response to change and uncertainty (McGaughey, 2015, pp.54). Agility is
based on several capabilities found in three main enterprise dimensions:



manufacturing, product, and market. Jackson and Johansson (20013, pp.482-488)
divided agility capabilities into four main dimensions: product-related change
capabilities, change competency within operations, internal and external co-
operation, and people, knowledge, and creativity. Owing to this, the whole
organization is able to survive in unpredictable market conditions by giving an
appropriate response to turbulence in business environment (Rigby, 2000, pp.74).
By making an efficient shift on operational level, the organization fulfils the
responsibility of the day-to-day operations that directly affect a company's external
customers. This makes the operational level crucial to the success of the strategic
and competitive goals of an organization which adapts dynamically itself to
demands and requirements of the external environment (Narasimhan, Talluri,
Mahapatra, 2006, pp.577-603).

If the organization is responding to a threat through delivery of existing
flexible responses it is conceivable that the time to deliver a response would be
different from the time to deliver a response if the organization has to rely on
learning and adaptation to deliver options that enhance its flexibility and therefore
enable delivery of a new effect. It is conceivable that an organization that has the
necessary acuity can successfully anticipate or be aware of possible threats and
therefore may recognize that it does not have the manifest agility to respond to a
threat but it may have sufficient warning to enhance its flexibility prior to any
threat being realized. Similarly, a response to anticipating threats may be to lake
proactive action to affect the environment; that is, risk mitigation activities.

A conceptual model of agility lies within an organization encompassing
also the design and learning space. Essentially, one aspect of agility within this
model sees the organization as being within a sense-and-respond loop, only
breaking out of the loop when not able to offer an appropriate action to a manifest
or possible threat. Experimentation, discovery and innovation would form part of
the productivity input drawing on appropriate resources, skills and capabilities and
considering capability size and depth. Learning takes place within the system
design and learning space with reactive and proactive responses feeding into a
continual learning activity challenging the organization to consider impacts on the
resilience space.

B. Pichlak points to the fact that currently organizations had to develop
such capabilities and skills that would enable them to operate and function in
permanently unstable market conditions. Abilities that bring profits, in an
environment in which in a conscious and unpredictable manner the possibilities to
satisfy customer needs change, are defined as agility. As part of these capabilities
the most important is their strategic dimension, defined as strategic agility or
strategic responsiveness, but no less important is also the ability of a flexible and
efficient operation on the operational level strictly related to operational agility or
organizational flexibility (Pichlak, 2012, pp.67).

The author also differentiates attributes of an agile enterprise which has a
desire to implement innovation. They include: the tendency to generate innovation,
ability to implement innovation, willingness to take risk.

Agility is, therefore perceived as an ability to survive despite the threats
existing in business environment. An agile enterprise is able to gain a competitive



advantage whenever its has the opportunity to do so (Zhang, Sharifi, 2000, pp,10-
21).

It may be stated that in contemporary economic reality only a company
bearing the attributes of agility is able to survive. These attributes were specified in
figure 1.

Generally, agility of an enterprise consists of inter-related dimensions. For
example, product related capabilities of enterprise to deal with uncertain and
dynamic business environment. Cooperation related agility is connected with the
extent that an organization can cooperate internally and externally with other
companies, customers and suppliers. Organization related agility enables the
enterprise to utilize all existing resources regardless of their location in order to
provide a product to the market as rapidly and cost effectively as possible. People
and knowledge related agility allows a rapid reconfiguration of the human and
physical resources in the response to changes in the market. Manufacturing agility
dimension is related to the competencies, methods and tools used to manage the
short term and long term changes within production system and so on (Sherehiy,
2007, pp.45)

It is worth to notice that all of the aforementioned attributes and
capabilities of an enterprise are strictly related to the concept of innovation. An
agile enterprise, as it was said before, is able to respond quickly to new
opportunities, market shifts, threats and crisis situations making progress from
even unfavourable business conditions. None of it would be possible without the
application of better solutions, that meet new requirements, based on effective
products, processes, services, technologies, and human resources management,
known as innovation.

Figure 1. Attributes of an agile enterprise
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Innovation vs agile enterprise

Innovation can be understood as a process of learning and knowledge
creation through which new problems are defined and new knowledge is developed
to solve them. It is a process by which these ideas are captured, filtered, funded,
developed, modified, clarified, and eventually commercialized and/or
implemented. Simply put, innovation is about the creation and implementation of a
new idea with the purpose of delivering commercial benefits. Innovation may be
classified according to the nature of the change it brings into effect. Innovation is
driven by employees’ resources: ideas, creativity, competence and problem-solving
abilities and by the technological resources of a company (Lasrado, 2013, pp.182-
210.).

Developing an ability to give an effective response to forthcoming
changes in business environment requires innovative measures that lead to
obtaining the highest effectiveness, efficiency and customers satisfaction. Quick
response to stimuli coming from the environment, flexibility in operation and
competence can be achieved by applying innovative practices and tools as the
latest management technique. Undoubtedly, the ability of an organization to
“produce novelties” - in the field of products, services or business processes may
become an integral feature of an agile enterprise that is able to thrive in an
increasingly volatile world.

The management of challenges in contemporary business makes high
requirements to people, groups of people, social groups as well as nations and
civilisations. One way to meet these challenges is to find a niche that is based on
creating unique products, goods or services what, in turn, requires implementing
innovative processes (Olesinski, Rzepka, Sabat, 2016, pp.31-33).

Innovative processes are shaped by the information coming from the
market. Agile enterprises use these information, serve them as an impulse to act
and as a challenge to implement new goals. The ability of making a diagnosis and
categorising necessary resources that are useful in identifying market opportunities,
evaluating the adequacy of own resources and obtaining necessary resources from
the environment constitutes a basis for determining innovative needs (Sajdak,
2013, pp.73).

The interest in finding connection between agility and innovation has been
examined in various contexts. Researches took place in the form of theoretical
analysis of various dimensions of organizations functioning. The outcome proves
that there is a close connection between agility and innovation and that the
attributes of agility contribute to the innovative capacity of an organization
(Rzepka A., 2017,pp.163).

The table below presents a list of research connected with the influence of
the agility of an organization on innovation.



Table 1. A list of research made on the influence of the agility of an
organization on innovation

Researcher

The result of research

V. Sambamurthy,
A. Bharadwaj and

- indicating a significant impact of investments made in
innovation
in the field of IT, supported by the attributes of agility on the

V. Grover company's
success and gaining competitive advantage

R. Raschke - indicating a positive correlation between IT infrastructure
flexibility and agility of business processes
- indicating a positive correlation between the agility of business
processes and the effectiveness and quality of business
performance of an enterprise

A. Shahin, M. | -indicating a close relationship between the internal and external

Nikjoot and A.
Nilipour

factors and product innovation

- indicating that the introduction of innovative products and
services in the last five years, and a higher rate of success in the
implementation of new products and services in relation to
competitors, is a derivative of achieving product innovation

- indicating that there is a link between internal (strategy,
organizational structure, information system, the personality of
employees) and external factors (network of business partners,
the level of science and technology, the presence of network
communication and transfer of information) and process
innovation

C. Wang and P.
Ahmed

- enumerating indicators for product and process innovations

- identifying indicators in terms of product innovation as: the
increased number of innovations compared to competitors;
recognizing the company as an active organization in introducing
innovative products or services; describing products of a
particular company as innovative; high success rate in the area of
introduction of new products and services in relation to
competition

Source: own research based on: M. Sajdak (2013, pp.73)

The researches presented in the table above confirm that there is a close
connection between forming by a company agility features and obtaining by it a
high level of innovation. Introducing innovation gives an impulse for undertaking
new challenges what perfectly fits in with the paradigm of the company’s agility.

Conclusions

Unpredictability and volatility of the business environment causes that the
competitive position of enterprises is not permanent. Sources of competitive




advantage of an individual enterprise are subject to constant turbulences.
Therefore, the organization must constantly look for ways to survive and achieve
success. In order to do this, it must develop the agility features. Attributes of agility
certainly include:

- Speed and flexibility;

- The response to change and uncertainty;

- Launching key competences;

- Synthesis of different technologies;

- Integration both in and outside the company and between companies.

Only an organization that bears such features has a chance to succeed and
innovate. Indeed, the studies listed in this article, and their outcome prove that
agility and innovation intertwine and that the attributes of agility translate into
achieving by an enterprise a better competitive position and higher level of
innovation.
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