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ABSTRACT

With the Business environment in a constant flux, it is essential to change performance
benchmarks quickly and cascade those changes down through the organization so that the
company can continue to survive through these constant changes. Therefore, Organisational
agility is important to deliver on quality goals. This study will seek ways to understand various
determinants of organizational agility and how organizational agility impacts the business
performance. A quantitative approach using the survey research design was employed. A
structured questionnaire was administered to 65 randomly selected managers of SMEs in
United Arab Emirates (UAE). The structural equation modelling procedure was used to test the
hypotheses developed for the purpose of the study. This was conducted using the SmartPLS.
Hypotheses tests indicated that continuous improvement, flexibility, innovation, and
responding speed are the business practices that had a significant positive influence on
organisational agility. Also, organisational agility in turn had a significant positive influence

on the business performance.
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ORGANISATIONAL AGILITY

A firm is able to create value by a consistent modification of its decisions which is also done
to take into account the developments which are happening in the external environment. This
conceptualizes Organisational agility (OA) (Winby and Worley, 2014). Through OA, an
organization is flexible enough to respond to the changes happening in the market place, is able
to create new opportunities for its businesses and can be committed in a long term towards the
achievement of its strategic objectives (Doz & Kosonen, 2010). The concept of agile
organization was first proposed by Peter Draker which was subsequently used (Purvis et al.,
2014). The understanding of agility in the context of an organization is not only limited to its
ability to make fast and effective decisions by taking into consideration the demand conditions
in the present and future context, but also to be able to construct active market even in the
presence of great competitive forces (Asif Hasan et al., 2012).The principal goal of OA is to
integrate the firm’s different strategic objectives, such as Responsiveness, excellence,
flexibility, operational commitment, innovation and adaptability can be the different strategic
objectives of a firm which OA can attempt to inegrate thereby enabling an organization to take
advantage of the various available opportunities (Di Minin, Frattini, & Bianchi, 2014). It is
important for the firms to repeatedly execute the new ideas since with the new business

environment innovation and agility are the important dimensions (Alvesson & Sandberg,

2011).

A study in the area of the financial services industry concluded that for OA initiatives to be
effective, leadership and management should be considered more important than technology

and structure (Haller, 2009).

Nyambandi (2016) studied factors that had influence on the implementation of business
processes and agility at an educational institution. Some of the major factors that influenced
agility included the resource availability, the ability to collaborate, the ability to accept change
as well as updating the curriculum. Mathe (2017) studied the organisational ambidexterity and
its impact on business transformation and OA. It was concluded that in responding to the ever

changing market conditions, OA and organisational ambidexterity are useful tools.
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Yousef et al. (2015) studied the organizations related to oil, gas, and petrochemical industry.
They have discussed the factors that have impact on the agility of supply chain and the related
level of agility developing.

Using Analytical Hierarchy Process (AHP) technique, Saleeshya (2014) have also studied the
agility of supply chain. Sangari et al. (2015) attempted to study the factors that are critical for
the achievement of OA. They developed a theoretical framework and tried to identify and rank

the basic factors that affect the achievement of OA.

However, the studies on OA that are linked to its impact on the performance of vital businesses

have been missing. Therefore, this study aims to fill this gap.

Tablel: Factors affecting organization agility

Factor Reference

Sanjari et al. (2015); Saleeshya (2014);Ahn ef al. (2012);Saleeshya
et al. (2012); Haller (2009)

Top Managers’ Vision

Sanjari et al. (2015); Yusuf et al. (2014); Hasan et al. (2012);
Human Resource Saleeshya (2014);

Flexibility Yusuf et al. (2014); Lin ef al. (2006); Mathe (2017)

Hasan et al. (2012);
Yusuf et al. (2014); Salajeghe et al. (2011); Purvis et al. (2014)

Responding Speed

Sanjari ef al. (2015); Yusuf et al. (2014); Saleeshya et al.
(2012); Di Minin, Frattini, & Bianchi (2014)

Innovation and Learning

Continuous Improvement Yusuf et al. (2014); Malekian and Fekri (2013);

Integration of Strategies Sanjari et al. (2015); Malekian and Fekri (2013); Saleeshya et al.

(2012)
Recognizing Customer's Saleeshya et al. (2012);Sayyadi and Sanjari et
Requirements al.(2015)

Customers’ Satisfaction Yusuf et al. (2014); Ngai et al. (2011);
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Purvis et al. (2014); Saleeshya et al. (2012); Di Minin, Frattini, &
Bianchi (2014)

Technological Innovations

BUSINESS PERFORMANCE

(Sosiawani, Ramli, Mustafa, & Yussof, 2015) defined business performance in terms of the
extent to which an organization effects its goals and objectives. One of the parameter for
measuring business performance can be taken as the tasks accomplished by the organization
employees in relation to the predetermined targets within a specified period of time (Ledwith
& O’Dwyer, 2014; Yildiz, 2010). The quality of these completed tasks can also be taken as a
parameter of business performance. Both subjective and objective scales can be used for the
purpose of measuring business performance (Darwish & Singh, 2013). Market share, sales,
customer satisfaction, employee satisfaction and profitability can be important indicators of
subjective business performance. Return on earnings (ROE) and return on assets (ROA) are
the most commonly used objective business performance metrics (Yildiz & Karakasg, 2012).
Numerous frameworks have been developed in the various research studies but there is no
single universally accepted method to measure business performance. A study by Vermaak,
Kirsten and Wolmarans (2015) found that accountants depend more on financial than the highly
acclaimed Balanced Scorecard when measuring performance in the SMEs. In order to
determine the business performance some studies have also applied the subjective performance

(Dubihlela & Sandada, 2014; Epoh & Mafini, 2018; Loury-Okoumba & Mafini, 2018).

CONCEPTUAL FRAMEWORK AND THE FORMULATION OF
HYPOTHESES

The Figure 1 presents the conceptual framework. The study identified the four business best
practices, which are continuous improvement, flexibility, innovation, and responding speed as
the predictor variables. OA is considered to be the mediating variable. The identified four
business best practices influence the OA. The framework further considers that OA further

influences the business performance (outcome variable).

Asian Journal of Multidisciplinary Research & Review (AJMRR)
ISSN 2582 8088
Volume 4 Issue 4 [July August 2023]
© 2023 All Rights Reserved by The Law Brigade Publishers



https://thelawbrigade.com/
https://thelawbrigade.com/
https://thelawbrigade.com/ajmrr/
https://thelawbrigade.com/

An Open Access Journal from The Law Brigade Publishers

H1: There is a positive relationship between Continuous improvement and OA
H2: There is a positive relationship between Innovation and OA

H3: There is a positive relationship between Flexibility and OA

H4: There is a positive relationship between Responding speed and OA

HS: There is a positive relationship between OA and business performance

Figurel: Conceptual framework
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DATA COLLECTION

Previous studies done in this area have developed some measurement instruments. These
measurement instruments were adapted for this study. Responding speed was measured using
a 5-item scale (Hasan et al. (2012); Yusuf et al. (2014); Salajeghe et al. (2011); Purvis et al.
(2014)). Likewise, Continuous improvement is determined through leadership, employee
engagement, culture, employee behavior (Yusuf et al. (2014); Malekian and Fekri (2013)) and
was measured on a 5-item Likert scale. Organizational flexibility is measured on a 5-item
Likert scale (Yusuf et al. (2014); Lin et al. (2006); Mathe (2017). OA was measured using a 5-
item scale. The constructs used for the purpose of the study was previously validated by

Goodman, Fichman, Lerch and Snyder (1995), Anderson and Narus (2003).

Business performance was measured using 5-item scale previously validated by Avlontis and

Gounaris (1997), Narver and Slater (1990) as well as Santos and Brito (2012).

Individual factors affecting idea generation and hence Innovation are directly related to
creativity. Previous studies point to strength, openness, and supportiveness in the relationship
between supervisors and employees as necessary for a creative environment (Amabile 1979;
Kimberly 1981; Kimberly and Evanisko 1981). Amabile (1988) identified components that

affect creativity in organizations and in turn the innovation.

Response options for the OA, flexibility, continuous improvement, innovation and responding
speed were presented on a 5-point Likert-type scale. The responses were measured on 1 =
strongly disagree to 5 = strongly agree, to express the degree of agreement. For the business
performance scale, response options were measured on a Likert scale that varied form 1 =much

worse than the industry average to 5 = much better than the industry average.

STATISTICAL ANALYSES

The data collected from the administered questionnaires was analysed using the Inferential
statistics. The demographic details in terms of the size of the firm, age of the firm were
captured in the Descriptive statistics of the participating SMEs. Structural equation modelling
(SEM)approach, which involved the path analysis techniques was used for the purpose of
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inferential statistics. The Statistical application package SmartPLS 4 was employed in the data

analysis.

The reliability of the measurement scales was assessed by using Cronbach’s alpha test and
composite reliability (CR) test (Table 2). Cronbach’s alpha and CR coefficients were higher
than the lowest cut-off value of 0.7 (Hulland, 1999). Hence, the internal consistency reliability

of the measurement scales used in this study was considered to be adequate.

Convergent validity was tested using the Average Variance Extracted (AVE). The values for
AVE were well above the recommended minimum threshold of 0.5 (Fraering & Minor, 2006).

as shown in Table 2.
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Table 2: Construct reliability and validity

Cronbach's alpha | Composite Composite Average
reliability reliability variance
(tho a) (tho ¢) extracted
(AVE)
Business 0.924 0.935 0.939 0.689
Performance
Continuous 0.741 0.935 0.894 0.719
Improvement
Flexibility 0.905 0.920 0.931 0.733
Innovation 0.912 0.949 0.933 0.623
Organizational 0.792 0.870 0.863 0.581
Agility
Responding Speed 0.571 0.886 0.766 0.531
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The Figure 2 shows the SEM model generated using the SmartPLS 4.
Figure 2: SEM Model
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RESEARCH RESULTS

The correlations are shown in the table 3 below

Table 3: Correlations

Business Continuous Flexibility Innovation Organizational | Responding

Performance Improvement agility speed
Business Performance 1.000 0.941 0.944 0.947 0.924 0.942
Continuous Improvement 0.941 1.000 0.955 0.959 0.933 0.936
Flexibility 0.944 0.955 1.000 0.959 0.949 0.924
Innovation 0.947 0.959 0.959 1.000 0.936 0.930
Organizational Agility 0.924 0.933 0.949 0.936 1.000 0.913
Responding Speed 0.942 0.936 0.924 0.930 0.913 1.000

The first hypothesis (H1) suggests that there is a positive relationship between continuous
improvement and OA. The figure 2 shows the path coefficient between the two constructs
(#=0.130; p <0.001) which indicates a positive relationship between them. The hypothesis
(H1) 1s therefore supported and the result illustrates that SMEs with focus on continuous
improvement have higher OA. Thus SMEs in UAE can generate greater agility capabilities

by focusing on continuous improvement activities.

The second hypothesis (H2) suggests that there is a positive relationship between innovation
and OA. The figure 2 shows the path coefficient between the two constructs (f=0.181; p <
0.001) which indicates a positive relationship between them. The hypotheses (H2) is
therefore supported and the result illustrates that SMEs with better capacities to develop
innovative and creative processes possess greater agility. Hence, the results ofthe study
prove that improved innovation in the processes within UAE SMEs facilitates the ability of

businessesto adapt better to disruptive changes in the environment.
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The third hypothesis (H3) suggests that there is a positive relationship between organisational
flexibility and OA. The figure 2 shows the path coefficient between the two constructs (5 =
0.516;p < 0.001) which supports a positive and significant relationship between the two
constructs. The hypotheses (H3) is therefore accepted. This result of the study proves that
SMEs that possess the capability for reconfiguration also have greater agility. The survival

and success of the SMEs in UAE can be therefore significantly improved.

The fourth hypothesis (H4) suggests that there is a positive relationship between responding
speed and OA. The figure 2 shows the path coefficient between the two constructs (B =0.147;
p < 0.001) that supports a positive relationship. The hypotheses (H4) is therefore accepted.
These results demonstrate that SMEs that have higher speed of responding to the changes in

the environment have higher OA.

The fifth hypothesis (H5) suggests that there is a positive relationship between OA and
business performance. The figure 2 shows the path coefficient between the two constructs (
=0.924; p < 0.001) which supports a positive and significant relationship between OA and
business performance. The hypotheses (HS5) is therefore accepted. This result indicates then

that through OA, SMEs in UAE are likely to have superior business performance.

CONCLUSION

The study demonstrates that the performance of SMEs can be significantly improved by
improving the level of organizational agility. The four business best practices considered in
this study definitely contribute in stimulating the performance of SMEs on organizational
agility front. The results of the study can be applied to assist SMEs to face the ever changing

dynamic business environments.

LIMITATIONS AND SUGGESTIONS FOR FURTHER RESEARCH

The study has several limitations that are worth noting. Since the geographic scope of the
study was restricted to SMEs that were based in the UAE, hence a wider geographic coverage

can be suggested for the further studies. The second limitation is that not all the business best
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practices were considered for the purpose of studying OA. A further research can be
conducted that will consider other factors influencing OA and thereby affecting the SME
business performance. The third limitation is that the study can be susceptible to response
bias. Similar studies can be further carried out considering other OA factors in other

geographical locations.
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