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Abstract. Our explorative, qualitative study uncovers the dynamic processes of agility un-
leashing or inhibiting potentials within German small and medium sized enterprises through
the lens of digitization. Based on an analysis of 22 interviews, we propose a conceptual
model, which illuminates antecedents and external determinants of agility and their impact on
potentials and performance in organizational settings. In this process we determine digitiza-
tion both as an external driver and as an internal provider of agility. Resource constraints and
traditional leadership styles are SME-specific barriers to agility. How extensively the poten-
tials of agility can be utilized dependents on the moderating factors firm size and department.
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1 Introduction

In recent years, markets and industries have been impacted by uncertainty and volatility as a
result of digital innovations and disruptions on a global scale. This phenomenon is reflected
in the emergence of the by now widely known acronym VUCA, which describes a world
characterized by volatility, uncertainty, complexity and ambiguity [1]. An exponentially in-
creasing amount of external economic or environmental disruptions, such as the United
States presidential election 2016, the Brexit referendum or just recently Covid-19 forces or-
ganizations to cope instantly [2, 3].

Historic data is not necessarily applicable anymore to derive answers to current and
future challenges. As a consequence, organizational agility emerged as a widely applied re-
sponse to guide organizations strategically through these disruptive times to thus ensure
their competitiveness. The greater body of research investigates agility in the context of large
corporations. However, given the relevance of SMEs as they account for 66% of the work-
force in the European Union [4] and 48% of the workforce in the USA [5], we want to address
this gap by investigating the dynamics of agility in an SME context. Furthermore, there are
distinctive characteristics that set SMEs extensively apart from large corporations, not only in
quantitative, but also in qualitative terms, which propose promising results when investigating
agility in SME contexts [6]. While SMEs appear to be more agile than large corporations [7],
they face numerous limitations in the sense of capabilities, resources and external financial
access which in turn makes it difficult to conquer organizational inertia along their way to-
wards digital transformation [8, 9]. We consider the investigation of German SMEs, also
known as German Mittelstand or Hidden Champions, as particularly promising as they are
not only known as the "backbone of the German economy”, but also as a leading factor of
Germany’s overall competitiveness on a broad spectrum [10]. Given the limited amount of
extant research on SME’s agility in digitization contexts [11], we apply a qualitative research
approach, which is well-suited when engaging in inductive theory building [12].
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Our data collection leads to 22 interviews of employees working in 9 different indus-
tries, transcribed on over 170 pages. Based on our data set we developed a model on poten-
tials and barriers of agility in SMEs. Our paper contributes to the literature by identifying the
role of digitization both as an external driver and as an internal provider of agility. Other in-
ternal drivers in SMEs are consistent with the literature on large companies. The barriers, on
the other hand, specifically relate to the context of SMEs in its qualitative and quantitative
manifestation and are rooted in resource constraints and traditional leadership structures.
The opportunity to exploit the potentials delivered by agility in SMEs is moderated by the de-
partment and the firm size.

2 Theoretical Framework

2.1 Agility

Agility in its various forms, such as strategic agility and organizational agility, is often de-
scribed as a way to cope with dynamic challenges and thereby not losing one’s competitive
edge in the VUCA world [13]. The concept of agility dates back to the 1960s and centers
primarily around adaptability of the manufacturing industry and its processes [14]. Yet, it was
in the 1990s when agility transcended into the business research context to find answers to
the eroding competitiveness of the US-American market as a result of production overcapaci-
ties. During this time, the term agile described organizations which respond instantly to
changing consumer and market expectations with product and process innovations [15]. In
the early 2000s agility has experienced a renaissance with the emergence of agile project
management methods, such as SCRUM, KANBAN or Design Sprints, especially in the field
of software development [16, 3].

Ever since, an abundance of different approaches and concepts have surfaced in or-
ganizational and business research. However, over the course of the last twenty years, there
appeared a consensus among scholars that agility serves as an expression of the interde-
pendence and the interplay of sensing and responding abilities [13]. The sensing capability
enables an organization to detect environmental change in forms of competitive market op-
portunities and evolving conditions, whereas the responding capability helps an organization
to rapidly seize these sensed opportunities by efficient and effective reactions. [17]. Never-
theless, there is still a need for structuring the heterogenic landscape of agility to receive a
holistic understanding of the concept across various disciplines [18].

The VUCA environment, in which companies find themselves, requires companies to
sense and obtain a profound understanding of these disruptions in order to derive effective
responses to meet market and customer expectations [11]. Information systems as a key
prerequisite for data management are fundamental enablers for companies to match chang-
ing external conditions with internal resources and capabilities to successfully navigate
through the challenges which have been imposed by the disruptive environment. In this con-
text the situation around the COVID-19 pandemic may foster a mindset in which learning
from change is leading into an era of agility, as Batra (2020) notices [21]. Contemporary agili-
ty research however often centers around the information system context, particularly around
software development, as agility is often regarded both a key prerequisite as well as a con-
sequence of digitization [19]. In this vein, Sambamurthy et al. (2003) argue that investments
in IT competence enhances an organization’s agility, digital options and entrepreneurial
alertness, thus allowing competitive actions and improving financial performance [20]. In a
next step, Leonhardt et al. (2016) distinguish between entrepreneurial and adaptive agility
and investigate the positive influence of IT on these two constructs. Entrepreneurial agility
aims at proactively sensing environmental changes and responding with the development of
customized processes, services or products, while entrepreneurial agility takes a reactive
approach and focuses on keeping pace with anticipated and upcoming innovations [22].

Although agility can have a positive impact on company performance, there is an on-
going controversy on whether or not it has an exclusively beneficial effect [13]. In this vein, a
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lack of either element (sensing or responding) can lead to an impaired equilibrium which
again results in a damaging effect on the organization and its performance [17]. While some
authors call for unconditional agility and radical transformation, others take a more cautious
approach and warn about costs and efficiency to be sacrificed for the sake of agility [23]. An
increasing number of scholars are dedicated to resolve this quandary by introducing the con-
cept of organizational ambidexterity. Ambidexterity refers to an organization’s ability to effi-
ciently manage current processes and business fields by exploiting existing competencies,
while proactively exploring new opportunities by addressing constantly changing demands of
the future at the same time [24]. These opposing pairs of concepts, namely exploring vs. ex-
ploiting and respectively sensing vs. responding, are highly interdependent in their nature.
While the exploitation component mainly comprises scaling daily business activities and
therefore represents the continuity-based end of the ambidextrous spectrum, the exploration
component encompasses both elements sensing and responding and thus represents the
disruptive and agile-based end of the spectrum. Agility can therefore be regarded as a dy-
namic capability for resolving the ambidextrous quandary [25, 24].

2.2 Agility among Small and Medium Sized Enterprises (SMESs)

The concept of agility and ambidexterity evolved from an idea to a complete area of
research over the past 20 years: Overall 135 articles have been published in this domain in
the year 2000, while in 2011 already nearly 600 articles have been published on this topic.
This number continued to increase steadily, and last year a total of 1546 articles dealing with
agility or ambidexterity have been published. However, only very few of these publications
address SMEs and even less go beyond investigating agility in the software development
context. Nonetheless, agility is not only a relevant concept for large corporations and IT re-
lated companies, but for SMEs across different industries as well. It is particularly the ongo-
ing debate of whether or not SMEs are more agile than large corporations which requires
further research. Compared to large corporations, SMEs are lean, more informal and less
hierarchically structured, which are important features of an agile way of working [11]. Fur-
thermore, in order to compensate for their lower degree of leverage due to their size, SMEs
often heavily invest in building external relationship networks, which help them to tap on new
opportunities together with other partners [27, 28, 29]. On the other hand, the limitation of
resources which SMEs are confined to, such as financial and human resources as well as
the capability to transform rigid processes into agile ones, are key liabilities of SMEs on their
way to agility [11, 30]. Despite that, in order to ensure long-term success, every medium-
sized enterprise and family business need to facilitate exploration and exploitation [31]. As a
consequence, more research is needed to shed light on the context of agility in SME con-
texts.

From a cultural perspective, there exists only sporadic research on agility and ambi-
dexterity that examine German companies. The majority of research investigates the cultural
contexts such as USA and China [25, 32, 33, 34, 35, 34, 35]. We chose Germany as the
country of investigation for various practical and conceptual reasons. German SMEs are of
great significance as they account for 99.6% of all companies in Germany and for 58.5% of
the German workforce [38]. Furthermore, Germany is known for the success stories of Hid-
den Champions, a specific subgroup of SMEs which are highly specialized world-market
leaders shaped by international dominance in various product niches [10, 39]. Moreover, in
German SMEs ownership, management and liability are typically interdependent. From a
demographic perspective, in 2016 more than one third of all company owners were at least
55 years old [40]. This phenomenon goes along with a traditional, hierarchical style of lead-
ership, which commonly is opposed to environments, in which agile mindsets can thrive as
top-down communication and excessive control leaves no space for flexibility [23]. Next,
Germany conceptually represents a risk avoidant culture, scoring relatively high on Hof-
stede’s uncertainty avoidance scale [41]. As uncertainty avoidance goes along with tolerance
for ambiguity, a beneficial factor for agility [40], Germany can be seen as culturally disadvan-
taged in terms of agile management. Lastly, Germany is worth investigating regarding its
world share in GDP as well as its extensive trade activities [43].
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The aim of our study is to examine specific boundary conditions, challenges, and
benefits of organizational agility as a result of digitization for SMEs in Germany. Previous
research calls for more studies to unveil boundary conditions on the restrictions and limita-
tions of agility, namely to assess at which point the benefits of exploration endeavors out-
weigh the associated costs [26]. Second, the question of whether it is preferable to develop
selective agile processes that are critical for organizational success or to develop a holistic
agile landscape across the organization and its functions instead, also needs to be answered
[13]. Moreover, Leonhard (2017) calls for more research to unveil the natural boundary of
agile transformation, namely to identify the point including its boundary conditions at which
organizational agility reaches its limit and cannot be enhanced anymore [32]. In order to ad-
dress the aforementioned calls for future research and research gaps, we deduced following
research question, which we try to find answers on with the help of our qualitative data:

What are the opportunities and barriers of agility among SMEs?

3 Methodology

3.1 Research Design

As the assessment of opportunities and barriers of agility on SMEs in a cross-cultural
setting is still a nascent research area, lacking established theory, we regard an inductive
and explorative research design as suitable. Such a research approach is appropriate when
investigating dynamic and complex phenomena and engaging in inductive theory building
[12] in form of mid-range theory [44]. Our research design comprises 22 in-depth, semi-
structure interviews, which provide a more profound understanding of the overall dynamics
than quantitative research, which applies a more deductive approach [45].

3.2 Research Setting

To ensure comparability of the data collected, we conducted all interviews in a single
country for the above-mentioned reasons. We have further selected SMEs which account for
50-1000 employees [46]. Furthermore, we focused on organizations in the production sector,
as service, software or IS companies in many cases already employ agility techniques and
methods. We also consider agility in German SMEs worthwhile investigating due the high
degree of trade activities of Germany resulting in extensive internationalization endeavors
and growing complexity [3]. In order to guarantee ecological validity [47] and to obtain a ho-
listic understanding of the dynamic processes under investigation, we interviewed individuals
on a broad spectrum, working in different functions and different industries [48]. Our inter-
viewees were individuals who are exposed to agility, ambidexterity and/or other topics rele-
vant for this study in scope of their work. This approach ensures comparability across func-
tions and companies to tease out individual phenomena and their specific context.

3.3 Data Collection

The data set of the research project consists of 22 semi-structured interviews con-
ducted 2019 and 2020 in 20 different departments from twelve different organizations in nine
different industries, with an emphasis on the manufacturing sector. Participants from as
many different functional areas and hierarchical levels as possible were to be interviewed in
order to obtain a broad view of the situation and to minimize the potential for bias of a single
individual. 60% of the interviewees are in management positions. A total of almost 13 hours
of interview material was recorded and transcribed to over 170 pages. A list of the individual
interview partners can be found in table 1. Semi-structured interviews guarantee a reasona-
ble degree of consistency in the questions and thus establish comparability between the in-
terviews without preventing the discovery of unknown and unexpected phenomena [49]. We
opted for a narrative interview design which helped us to collect rich data from people in var-
ious roles and situations [49] to access interviewees’ motivations and thoughts.
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Table 1. Overview of Interviewees

Firm | Interviewee | Gender | Department/ Industry Employees
Position

1 Data 1 female | Human Re- Telecom Services 75
sources

2 Data 2 female | Project Man- Data/Media 320
agement

3 Electro 1 male Head of Logis- | Electrical Industry 350
tics

3 Electro 2 male Product Man- Electrical Industry 350
agement

3 Electro 3 male IT-Project Electrical Industry 350
Management

4 Food 1 male Head of Logis- | Food Production 900
tics

5 Food 2 female | Head of Pro- Food Production 140
duction

5 Food 3 male CEO Food Production 140

5 Food 4 female | Head of Logis- | Food Production 140
tics

6 Machine 1 male CEO Mechanical Engineering 270

7 Machine 2 male Head of Pro- Mechanical Engineering 600
duction

7 Machine 3 male Production Mechanical Engineering 600

7 Machine 4 male Production Mechanical Engineering 600

7 Machine 5 male Logistics Mechanical Engineering 600

8 Textile 1 female | Head of HR Textile Industry 800

9 Textile 2 male Finance/Sales | Textile Industry 650

10 Tool 1 male HR Tool Manufacturing 530

11 Trade 1 male Head of IT Production/Mail Order 800

12 Trade 2 female | Head of HR Paper Industry/Mail Order | 270

12 Trade 3 male CEO Paper Industry/Mail Order | 270

12 Trade 4 male Head of Sales | Paper Industry/Mail Order | 270

12 Trade 5 male CFO Paper Industry/Mail Order | 270

The interview guide had three sections. The first part dealt with basic information about the
interviewee such as demographics, tenure, duration of the current position, current tasks, the
company’s industry or company culture. The second and main part of the questionnaire dealt
with agility in the company. Questions covered topics such as experiences with agility, initial
successes or problems and the connection to digitization and management style. The ques-
tions were first asked very openly to reduce biases. In the further course, probes were used
in a more specific way to learn about specific examples and descriptions of relevant situa-
tions. In order not to disrupt the interview flow, the sequence of the questions was held in a
flexible manner. At the end of the interview the interviewees were given the opportunity to
reflect on issues which they considered to be relevant, but which have yet remained un-
addressed. The interviewees were also given the opportunity to emphasize any open as-
pects or issue of their choice. An interview lasted on average 35 minutes, was digitally rec-
orded and then transcribed verbatim in the original language German. We stopped conduct-
ing interviewing once we reached the point of data saturation, the point when no information
emerged [50].

371




Bueechl et al. | Bus. Inf. Sys. 1 (2021) "BIS 2021"

3.4 Analysis

The data was analysed using the Grounded Theory [51]. Therefore, first open coding,
then axial coding and lastly selective coding was applied. In the open coding phase, all mate-
rial was read and basic, general codes were assigned. These codes can originate either from
the direct formulation of the interviews or from constant comparison with the literature. In a
next step, the resulting large number of codes were then grouped into categories to transition
from a descriptive to a conceptual level using the constant comparative method [51]. We
have constantly compared and juxtaposed different parts within and across interviews to en-
sure consistency. In this way connections between our coded appeared and categories could
be formed. For example, the codes ”Digital Technologies” and "Data Security” have been
merged into first order category "Digitization”, and then combined with the first order category
"Increasing Speed” into the higher order category "External Driving Factors of Agility”. In or-
der to retrace our method, we provide an overview of exemplary codes and categories in
figure 1. The quotes related to the exemplary codes are integrated in the results section.

Exemplary Quote Initial Codes First Order Categories

ql = oy
H Changing Market Conditions |
g2 |}‘ Increasing Speed of Change

q4 —] Fast Changing World

q3 — Digital Technologies | - —
- }‘ Ongoing Digitization
q5 —{ Data Security ]

6 —| Conservative Leaders
T.O Sy v - :}‘ Traditional Hierarchy Style
q10 — Top Down Managemen
q7 —{ Limited Liquidity Barriers of Agility in SMEs

External Driving Factors of Agility

|
q8 —| Costs of Agility }}—{ Resource Endowment
q9 —| Costs due to Complexity |

q15 — Accessibility of Data and Service | -
|}‘ Digital Transformation

q14 — simple Digital Tools
q12 ——{ Employees take Responsibility | —
Agile Skills of Employees
|}‘

q13 ——| Proper Training for Employees

q11 —— shift from Control to Mentoring | :
ql5 — Accepting Mistakes }‘ HocC LAt i

Agility Providers

Fig. 1. Exemplary Procedure of the Data Analysis.

Subsequently, in the selective coding phase, the relationships and connections between the
categories have been analysed, summarized and visualized in figure 2.

| External Driving Factors of Agility |

antecedents outcome
~aetececents T TR e

Firm
Performance

Agility Providers Potentials provided A
by Agility

internal

Barriers of Agility —_—
in SMEs Firm size ——

e e VY-

Fig. 2. Model of Potentials and Barriers of Agility in SMEs.

During the analysis, theoretical memos were written, which helped to cycle back and forth
between literature and collected data to ensure validity. The data analysis was mainly carried
out by the first author and the interim results and findings were regularly discussed intensive-
ly with the other authors. The transcribed interviews were analysed using the software for
qualitative research MAXQDA.

4 Empirical Findings and Model Conceptualization
Based on our data we will introduce our findings, juxtapose these with existing research, and

ultimately derive a comprehensive model which represents the process of agility facilitation
and aligning it with firm performance. This chapter is organized according to the different
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categories which emerged from the analysis of our data-set. First, we will begin by introduc-
ing the external driving factors of agility, followed by the internal antecedents of agility, name-
ly facilitating agility providers and inhibiting barriers of agility among SMEs. Second, the re-
sulting potentials delivered or provided by agility are presented, and third, agility-induced
potentials, including moderating factors.

4.1 External Driving Factors of Agility

Digitization has proven to be a key driver to impact social and economic life as it helps to
increase efficiency with the help of information technologies, particularly in the areas of pro-
duction, administration and ext. communication. As a result, digitization and its implementa-
tion lead to disruptive changes in both — internal and external processes - which organiza-
tions need to flexibly adapt to. The interviewed experts mentioned numerous times how digit-
ization-induced disruptive environments perpetually forces them to quickly adapt to these
changes to retain their competitiveness. Electro 2 (q1) and Media 2 (q2) emphasized that
changing market conditions forces organizations to be agile to respond faster and more flexi-
bly to customer needs.

Furthermore, digital transformation processes differ extensively from traditional forms
of strategic change. Interviewee Electro 2 (q3), a product manager for electrical components,
concluded that digital technologies have accelerated the speed and shape in which enter-
prises compete with one another. Furthermore, agile working environments even impact the
way in which companies create value and interact with their customers and partners [52]. In
this fast-evolving context it has become vital to respond quickly to new situations and agility
has emerged as a promising approach in mastering the rising degree in complexity. In a simi-
lar vein, as interviewee Trade 1 (q4) stated: The world is changing faster and faster and | can
only deal with a fast change by working in an agile way. Another example for fast-paced
changing opportunities, which agility offers is being raised by Trade 2. The HR Business
Partner of a paper wholesaler claimed that the market and especially the sector they are do-
ing business in is declining. Therefore, the interviewee sees the ability to adapt quickly and
flexibly as one key to identify opportunities to diversify the company portfolio and to build up
new pillars for the enterprise. His colleague Trade 4, who works in the sales department,
concurs completely. Only those enterprises which are open to new ventures in this disruptive
market are able to act successfully in the future.

There are also external factors which impede agility and limit a transformation as de-
scribed above. Externally imposed norms and regulations inhibit quick and efficient execution
of the jobs to be done. Interviewee Data 1, responsible for connecting cities to fibreglass
lines, emphasized the relevance of strict regulations when executing roadworks. He outlined
the constraints associated with complying with the mandatory construction steps. Opportuni-
ties for efficiency improvements are therefore strictly limited due to public regulations.

4.2 Agility Providers

After providing external driving factors, this section focuses on internal antecedents. The
analysis has identified three basic types of agility providers: leaders, employees and digital
transformation. For employees to be empowered to assume responsibility within agile and
self-organized teams [16], in a first step it requires the management to abandon the mindset
of an overall controlling instance. As the product manager Electro 2 (q15) mentioned, a lead-
er in charge should abandon parts of his responsibility, accept mistakes and empower em-
ployees to act self-organized and independently. CEO Machine 1 added that this inner shift
takes a lot of effort, time and patience to live up to these expectations. Also Trade 1 (q11)
stated that this can be understood as an ongoing process for leaders and goes along with a
transition in leadership style shifting from control to mentoring and coaching.

At the same time the organization relies on the employees’ willingness to take an ac-
tive part by taking over responsibility as the HR Business Partner Data 1 (q12) emphasized.
But according to Project Manager Data 2 (q13), it is the company that is required to educate
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employees in how to use agile working methods. The Head of IT continued that a central
provider of agility is empowering employees to achieve the common goal in their own way.
To unlock the full potential within the exchange between leaders and employees, transpar-
ency and open communication is key according to Trade 1. Data 1 further concluded that all
employees, who are involved in the process, must be aware of the expected targets as well
as possible challenges in order to succeed together in a creative way.

Interviewee Machine 1 stated that the processes and agile methods must be tailored
to the specific context of the organization, or the organization needs to adapt own tech-
niques. Either way - to design a perfect fit between the organization, the business model and
the employees, transparent communication is needed. To achieve a sustainable shift in
working behavior the capabilities for reconfiguration and process concurrency are further vital
elements. One key provider thereof is once again digitization. Agile working methods often
amplify the requirements for digitized processes and support the overall digital transfor-
mation. As Trade 3 and Trade 5 stressed, enhancing process speed is a key argument in
favor of striving for a higher degree of agility. Interviewee Textile 1 (q14) considers the simpli-
fication in sophisticated digital tools as a major milestone. In this regard, Textile 2 (q15), who
works in sales and finance, sees the main impact in the accessibility of services during mo-
bile working. The opportunity of a flexible and agile working environment, sustained by digital
technologies, is generally appreciated by several interviewees.

The identified agility providers are also proposed as the agility enablers of Conforto et
al. (2014) as leaders show similar features to the described organization category, collabora-
tors to project team category and digital transformation to the process category [53].

4.3 Barriers of Agility in SMEs

Besides the providers that enable agility in SMEs, there are also barriers that inhibit agility.
Leaders and employees are agility providers, but in some cases, they can also be the barri-
ers of agility in SMEs. Especially leaders that exert control can impede agility. Expert Electro
1 (g6) stated: Especially as far as managers are concerned, there are still some really old-
fashioned conservatives who dictate everything. This attitude is difficult to reconcile with an
agile way of working. Especially when it comes to the extraordinary situation of SMEs based
in Germany, the resource endowment is worth to be taken a further look at [54]. As described
above, in many German SMEs the ownership and management responsibility are integrated
in the same person or circle of persons and SMEs are often externally financed by bank
loans and equity capital. Expert Food 3 (q7) emphasized in this context the limited availability
of liquidity compared to large corporations. In this regard, Machine 4 (q8) urged not to forget
about time and resources needed to implement agile working methods like SCRUM and
Kanban in the first place, especially as SMEs deal with fixed lead times which again restricts
process flexibility. Expert Food 1 (q9) pointed out that a key challenge to respond to increas-
ing complexity is represented by resource limitations, which makes it more difficult to com-
pete with larger corporations.

As already mentioned, hierarchy is often regarded as one of the biggest obstacles
when implementing agile working mindsets. Most interviewees also reported in this respect
that their SMEs are shaped by a flat hierarchical landscape as well as by supportive and ap-
preciative working relationships. However, a closer analysis of the management and com-
munication style revealed discrepancies. Data 2 stated for example We work collegially to-
gether, but we still have the hierarchies with the boss and you don'’t call him by his first
name. Also, Tool 1 (q10) says it’s very collegial, we also have rather few hierarchical levels,
while at the same time he says about the management style: Since I've been here at the
company [2 years] it’s top down.

This classical hierarchy often depends on the leadership style of the owner. With re-
gards to agility, the relationship between managers and employees is an essential contextual
factor. Agile working methods can only be successfully implemented if managers understand
leadership not as a means of control, but as a concept which facilitates a coaching process
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based on a mutual trusting relationship [55]. But even a change of management does not
imply immediate change and may create additional barriers. As expert Textile 1 stated, the
transition process, which is induced by a manager and directed at the shift from a strictly
owner-driven enterprise to a more open one, takes a significant amount of time. Although the
employees are encouraged to take responsibility, it takes time to open up into the new coop-
erative ways of working. Often the attempt to achieve more organizational agility fails be-
cause of organizational inertia. In this vein, a mature organization tends to continue on its
current trajectory [13]. The CFO Trade 5 (q26) emphasizes an intense conflict between the
two extreme positions never change a running system and a completely agile working meth-
odology. Especially in SMEs, the mentality of the ever-lasting principles and the resistance to
give up strictly structured methodologies tends to stick with the former position.

4.4 Potentials provided by Agility

A variety of potentials which agility provides could be derived from the data. The examples
can be divided into the following categories responsiveness, speed, flexibility and competen-
cy [56]. With the help of agility, companies can involve the customer in the development pro-
cess of new products. As Expert Machine 1 (q16) pointed out, customer feedback can be
implemented at a faster rate. He explained this by an agile product development process,
which the company he works for is currently establishing: It is different in the agile environ-
ment, because at the beginning we bring techniques like design thinking into the process,
where we try out what the customer needs, what kind of problems he actually has, and how
can we solve them. As a consequence, this leads to improved responsiveness. In addition,
agility offers the fundamental potential to act and respond faster. Trade 1 (q17) mainly strives
for agility to increase speed. Machine 3 (q18) emphasized: You're able to reduce complexity
in modern production facilities which improves the process speed enormously. Being agile
enables organizations to be flexible in uncertain times. Machine 1 (q19) pointed out: | need
agility when | do not know exactly what | should or can or must do the day after tomorrow.
[...] That means | have to be flexible. Further potentials provided by agility can be clustered in
the category competencies. One of them represents increased inspiration and creativity
when seeking and including employees’ opinions and feedback. This is a means to improve
team spirit and intrinsic motivation as Textile 1, Food 4 and Textile 2 stated. According to
Data 2, agility also creates transparency and thus helps to understand and set a common
goal in a project. Machine 1 (q23) concludes that agility helps to optimize processes to re-
solve what he calls monster processes.

4.5 Moderating factors

Additional factors were identified which influence the ability to exploit the potential of agility
described above. The task orientation of the department in which agility is used and the firm
size in general moderate the influence of the firm’s potential on its performance. The analysis
of the data provided evidence that some departments are suited for agility processes while in
other departments an agile way of working is impeding the working progress. The IT depart-
ment was mentioned by numerous interviewees like Machine 1 and Electro 3 as a depart-
ment where agility adds value. Further, in project management, research and development
and strategic driven fields, there exists a basis for agility facilitation. Sales and marketing
were also emphasized, as the opportunities of executing creative and customized ways of
working were highly valued by experts Data 1 and Food 1. Also, logistical functions need to
adopt agile working methods, not to endanger the supply chain performance as stated by
Machine 5 (920). In contrast, Trade 4 (g23) pointed out, there are some departments in
which the adoption of agility does not achieve the expected potential. Especially operations
and administrative functions, which are shaped by continuity-based routines, need to function
reliably in an efficiently and effective manner, and therefore leave little for creativity and flexi-
bility [23]. Or as Trade 2 (g24) stated it out: Once a process is defined and running the going
concern continuity is competing with agility and must be weigh up with each other. Further,
departments, such as accounting or controlling are bound by a multitude of norms and regu-
lations. Experts therefore underlined efficiency losses rather than improved company perfor-
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mance attributed to agile working methods. Production was also frequently mentioned as an
area, where the implementation of agility does not attribute to an added value. This was ra-
ther surprising, as agile manufacturing or production is widely accepted and implemented,
but apparently in the German research context only to a limited degree.

A further aspect with regards to departments as a moderating factor is the working-
relationship between agile and non-agile working teams within organizations. As the experts
summarized, digital transformation simplifies the interaction, but the interface still needs to be
monitored very closely. A mutual comprehension as the CEO Food 3 (q21) called it, needs to
be established as a foundation, although friction losses can occur. Trade 1 (g22) mentioned
that in line with their transformation process it was crucial to completely shift project related
work towards agile two-week iterative planning processes. In their experience it was neces-
sary to align the entire value-chain to the new methodology. Otherwise, project steps would
not have been met. However, a challenge emerges in inter-team collaborations in form of
bottlenecks if agile teams fail to deliver as the descriptions of Data 1 indicate.

The other factor which moderates the influence of the potentials on firm performance,
is the firm size itself. According to many experts, small companies close up to 50 employees
are more applying agile methodologies as for their size. The underlying reason is that in
small companies, every employee tends to flexibly fill gaps and acts on a day-to-day basis
without consciously dealing with the construct agility itself. In SMEs, a standardized process
landscape is often missing, as the Head of HR Textile 1 (q24) described, while larger corpo-
rations’ function less efficient as for their cumbersome structures. The decision-making pro-
cesses in larger organizations often is more time consuming and reaction speed also suffers
along with growing hierarchy, as Machine 3 (q23) added. Therefore, especially large compa-
nies, which are commonly impeded by organizational inertia, can capitalize on the assets of
agility. We therefore propose that firm size might positively moderate the influence of poten-
tials provided by agility on firm performance.

5 Discussion

Based on the analysis of the empirical qualitative data we collected on agility in German
SMEs, we developed a conceptual model, which is depicted in Figure 2. Both, similarities
and differences between SMEs and larger organizations were identified. Both company types
share similarities in the field of agility providers as well as with regards to potentials provided
by agility, which concurs with previous research [51, 53]. In contrast, the barriers of agility
appear to be specific to the SME context. These specific barriers can be mainly attributed to
the above-mentioned resource constraints of SMEs, along with hierarchical structures and
traditional leadership styles, which appear to be a German cultural phenomenon. Therefore,
we see great value in agility research in SME contexts, also from a cultural perspective.

Despite these barriers, it was evident that German SMEs already demonstrate agile
working practices in many cases. The examined service companies are already considerably
further advanced in this respect than those companies with a manufacturing background,
which might not be overly surprising. However, they often do so in an unstructured and even
unconscious way, without explicit associations with agility. SMEs in many cases are there-
fore less methodologically agile than larger companies, which results in a call for action.

5.1 Implications for Practice

Our model helps SME managers to facilitate the process of agile transformation by utilizing
their limited resources in a more targeted and thus more efficient way. During this process
our model will reveal how many factors constitute an agile mindset and which steps need to
be taken: First, managers need to differentiate internal agility providers as well as barriers.
By juxtaposing these factors, managers can identify specific potentials of agility. Our study
shows that agility is not a concept to be applied in every context, namely in all departments
and business functions. However, if SME managers identify suitable departments and busi-
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ness functions, they will succeed by being able to implement agility in a targeted and custom-
ized way. Furthermore, it is helpful for managers to be aware that they may encounter many
internal barriers in such a transformation process. They need to understand that the involve-
ment and empowerment of employees is key, which again often requires a reassessment of
a leader’s own leadership style.

5.2 Implications for Research

Our paper aims to integrate the key findings based on the conceptual model of agility of
Sharifi and Zhang (1999) into an SME context [53]. By doing so, we provide boundary condi-
tions for the application of agility in SME contexts. Specifically, our paper provides deeper
insights into the agility providers and external factors driving agility as well as regarding bar-
riers of agility. Additionally, our study indicates that cultural context impacts the benefits and
challenges of agility on firm performance as well. In future studies, we propose to investigate
in more detail the extent to which the concept of ambidexterity provides a possible solution to
bridge the gap between agile and non-agile departments and business units.

Nonetheless, we acknowledge the limitations of our study. First of all, our results stem
from qualitative empirical research and thus need to be validated by quantitative studies.
Furthermore, our cross-sectional study would profit from a longitudinal study to tease out the
dynamics associated with antecedents and consequences of agility in a SME context. Fur-
thermore, our study highlights that particularly barriers of SMEs provide promising avenues
for further research as they are clearly distinct from the barriers that apply to a larger corpo-
ration context. Last, the terms agility and ambidexterity are largely unknown in German
SME’s beyond IT business function. Therefore, agile working approaches in our targeted
companies were rather tacit. Despite these limitations, we are confident that our research
adds value to theory development in the fields of agility and SMEs in specific cultural set-
tings.
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