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Abstract

Companies are increasingly faced with new challenges and have to adapt to rapidly changing conditions. Agility and
digitalization can help companies to overcome problems and offer a wide range of options for implementation.
Furthermore, HR departments in small and medium-sized enterprises (SMEs) have been facing further challenges
for years, such as the shortage of skilled workers and trainees and changing stakeholder requirements. In light of
these enduring complexities, it is pertinent to inquire into the efficacy and constraints of leveraging agility and
digitalization within SMEs, particularly concerning HR practices. This study endeavors to explore the nuanced
interplay between agility, and digitalization within the SME context. The ensuing qualitative study endeavors to
dissect this intricate nexus, culminating in the articulation of a hypothesis model aimed at illuminating the intricate
dynamics at play.
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1. Introduction and research questions

The relevance of agile digital business processes and models continues to increase, especially in uncertain times.
Companies are forced to react and adapt flexibly and immediately to unforeseen events, such as the Covid-19 pandemic
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and the Ukrainian war. Organizations can leverage hybrid work, for example, to add more flexibility but also meet the
increasing demands of employees for work-life balance. Implementing the right model of hybrid work requires the
equipment, appropriate infrastructure and set up in the employee’s home however, the company in its organizational
structure and culture must be ready to support the employee. The company must have well-thought-out internal
processes, a reliable digital infrastructure, and leadership capacity. Companies that are well prepared and continue to
improve processes — not just software, have a clear advantage over unprepared competitors when faced with sudden
challenges that impact the workforce.

Reacting to sudden challenges does not necessarily have to place the company in jeopardy; uncertainty can be
turned into opportunity by establishing a successful change management. Many companies react flexibly and
individually to new market conditions by responding to customer wishes adapting the product line and introducing
new products or services. As evidenced during the Covid-19 pandemic, some companies opened up new markets
through the sale of disinfectants, protective clothing or masks. This flexible reaction to unpredictable conditions
provides financial stability to companies during unstable times. These observations show that adaptability in
precarious situations is vital for the survival of an organization, especially SMEs.

With the help of development of hypotheses and a resulting conceptual model which both emerge from our data,
the following two research questions are addressed in this paper:

- How do agile methods and digital processes contribute to opportunities for SMEs?
- What constraints are associated with the utilization of agile methods and digital processes in SMEs?

2. Theoretical framework and state of research
2.1. Agility

There are numerous definitions of agility. Brown and Agnew provided an early yet rarely quoted definition of
agility in 1982: “Corporate agility, the capacity to react quickly to rapidly changing circumstances, requires a focus
on clear system output goals and the capability to match human resources to the demands on changing circumstances.”
[1]. This definition focuses on essential aspects of agility that are still used today. Brown and Agnew focus on the
rapid response to change, the need for clear goals and the ability to match human resources to the demands of changing
circumstances. Concerning agility in an organizational context, there exist numerous definitions, whereas researchers
and practitioners regard this phenomenon as a multidisciplinary one [2]. Agility can be understood as a process of
ongoing refinement, whereas organizational agility revolves around evolution rather than a static state [3]. It is
heralded as a fundamental skillset, a source of competitive edge, and a distinctive factor demanding strategic acumen,
a penchant for innovation, the harnessing of change, and an unwavering commitment to flexibility and foresight [4].
Nejatian and Zarei (2013) emphasized that agility represents an organization's distinct approach to fortifying its
competitive edge, enabling it to adapt swiftly to the relentless shifts in dynamic markets [5]. Although SMEs are more
agile due to their size, they are often hampered by a lack of resources and are not particularly flexible or able to act
quickly [6]. Despite these obstacles, SMEs possess advantages as they can streamline their operational models with
more cost-effective structures, embrace an innovative mindset, align internal processes more seamlessly, and
effectively capitalize on external relationship networks [6].

2.2. Digitalization

Digitalization is understood as the exchange of services between market participants to create value and organize
a society by implementing processes, products, services or entire business models based on software solutions. In
doing so, software solutions interpret the content of the exchanged data, taking over tasks that were previously
processed by humans. Challenges in the field of digitalization include the shaping of society and the working world,
the protection of privacy and the security of applications [7].

Digitalization and digital transformation have been the subject of much research over the last two decades.
Nambisan et al. (2013) define digital transformation as "the generation and subsequent evolution of market offerings,
business processes, or models catalyzed by the integration of digital technology [8]." Li et al. (2018) report on how
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entrepreneurs with insufficient skills and limited resources have driven their companies to a successful digital
transformation [9]. They developed a process model to reveal the "black box of digital transformation" and show
important steps of the process, including the renewal of leadership cognition, the development of social networks for
managers, and the building of business teams and organizations. Therefore, digital transformation often necessitates
a foundational shift in the organization's core mindset, systems, and tools to realign segments or the entirety of the
organization [10]. Whereas the digital transformation endeavors of organizations may be categorized as experiments
or proof of concepts, senior managers express concerns regarding their organizations' potential lack of expertise,
resources, or resolve to undertake such a significant change.

2.3. Organizational structure and culture

The organizational structure can be viewed as the anatomy of the organization, which dictates the flow of
communication, level of hierarchy, and decision-making processes. It refers to formal reporting relationships,
including the number of hierarchical levels within the organization and the span of control of supervisors and
managers. Additionally, it provides information about the grouping of individuals into departments within the overall
organization.

The organizational culture, which recognized as a significant and essential factor for the success of organizations,
develops around the given structure and key players along the hierarchy [12] [13]. Schein defines organizational
culture as a ,,pattern of shared basic assumptions that the group learned as it solved its problems of external adaptation
and internal integration, that has worked well enough to be considered valid and, therefore, to be taught to new
members as the correct way you perceive, think, and feel in relation to those problems [14].“ Organizational culture,
therefore, comprises the shared values, beliefs, and implicit assumptions of an organization's members [15]. Such
shared values form the basis for communication and mutual understanding, influencing employees' behavior within
the organization [16]. According to Hartmann (2006), organizational culture can thus stimulate innovative behavior
among employees by encouraging them to embrace innovation as a core value of the organization and promoting
commitment to achieving this core value [17].

SMEs need innovation in order to improve their performance in an ever-changing business environment. To
embrace innovation, SMEs need to have a culture of innovation. The study also shows that organizational culture,
organizational learning and market orientation contribute to the development of a culture of innovation. In concrete
terms, the results suggest that all four dimensions of organizational culture are important for promoting a culture of
innovation. These include adaptability, commitment, consistency and mission [18].

2.4. Change management and organizational development

According to a widespread understanding, organizational development describes a holistic approach to the further
development of organizations, in which those affected become participants. In principle, there is no objection to this,
but this understanding is based on a bottom-up approach, which is rarely yet increasingly found in reality and only in
special cases justified [19].

In practice, change management can often hardly be distinguished from organizational development, but the limit
is that change management is an approach of comprehensive and fundamental change, which leads to a fundamentally
different way of carrying out the issue and requires a change in the mentality. The processes in this area are project-
driven and more time-critical, as it is often the result of a new strategy, which requires a fundamental reorientation of
individual areas or the entire company. Compared to the approach of organizational development, change management
is often more management driven, strategy implementation oriented, more top-down and more emphasis is placed on
involving employees in the implementation [20].

Mustafa and colleagues (2019) analyzed the impact of organizational changes in dimensions and characteristics on
the competitiveness of SMEs and the operating costs of the company. The results show that changing the parameters
of organizational dimensions reduces operating costs and increases competitiveness. Moreover, changing the factors
of organizational characteristics can increase competitiveness and reduce operating costs [21].

There is only sporadic research on change management in SMEs. Arnaout and Esposito (2018) underscore the
significance of communication within the realm of change management in SMEs, particularly during periods of
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turbulence [22]. They highlight a profound connection between effective communication and the successful
implementation of change initiatives, emphasizing its supportive function throughout the process. Communication
must be leveraged by senior management to disseminate information about change and to align it with the vision of
the company, thereby reducing employee resistance to change as well as lowering their fears. Leadership, therefore,
plays a crucial role in advancing organizational change by steering collective efforts towards shared objectives and by
adeptly managing environmental dynamics, especially for the sustainability and resilience of SMEs.

3. Methodology

The research design is based on a qualitative, inductive multiple-case study approach, drawing upon Eisenhardt
and Graebner’s framework (2007) to produce novel insights in the shape of robust mid-range theory [23]. This
approach is chosen due to its suitability for getting rich, context-specific and process-oriented descriptions, which
serve as a robust foundation for theory development [24, 25]. Specifically, we chose a qualitative and explorative
semi-structured interview design, renowned for its suitability in delving into "how" inquiries with depth and
thoroughness to shed light on complex dynamics [26, 27].

To meet our specific research objective, we conducted interviews with a total of eleven employees from various
hierarchical levels, who either worked in HR departments or who had a professional connection with HR departments,
across three distinct SMEs (see Table 1). Each of the companies included in the study represents a different sector
(textiles, measurement technology and wholesale), ensuring ecological validity. By obtaining such a multifaceted data
set, the understanding of processes, procedures and structures in companies can be better understood, as it brings the
investigator closer to the interviewees' living environment. The interviews lasted on average 35 minutes.

All eleven interviews were recorded and transcribed verbatim. Following the tradition of grounded theory
construction, we utilized open coding and axial coding [28]. During open coding, we thoroughly reviewed all data
and assigned initial codes based on the central themes identified for this study. Next, we proceeded to axial coding,
applying the constant comparative method [29]. Through the constant comparative method, we identified recurrent
patterns in our data. In line with the Gioia-method, which is commonly applied when analyzing qualitative data, we
then grouped related first-order concepts into more abstract second-order concepts, transitioning from a data-driven
to a theory-guided analysis, which culminated in the development of hypotheses [30]. Finally, we synthesized related
second-order codes into conceptual building blocks for our theoretical model (Figure 1).

Company Industry Position Age Years of Service
1 Measurement Technology Project Assistant 24 years 5 years
1 Measurement Technology HR Business Manager 29 years 7 years
1 Measurement Technology HR Business Partner 48 years 24 years
1 Measurement Technology Head of HR 37 years 10 years
1 Measurement Technology HR Business Partner 30 years 2 years
2 Textiles Head of HR 52 years 1,5 years
2 Textiles Business Development Manager 25 years 2 years
3 Wholesale Head of HR 30 years 2 years
3 Wholesale CEO 29 years 2,5 years
3 Wholesale CEO 32 years 4 years
3 Wholesale CFO 33 years 1,5 years

Table 1: Company and Interviewee Information
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4. Results

Sixteen hypotheses arose from the interviews, each representing patterns discerned from the data. To maintain
brevity, we associate only one power quote with each hypothesis.

The initial two hypotheses delineate the potential opportunities inherent in fostering agility within SMEs,
particularly emphasizing the accommodation of individual customer preferences and the stimulation of creativity
within this context.

Interviewee H: "I would say the goal is simply to align ourselves with customer needs and continuously adapt to
these needs, and in my opinion, this is only possible with agility."
H1: Due to agility, SMEs can respond more flexibly and individually to customer wishes.

Interviewee C: "So, agility for me means creating enough space within the work-life or work process to ensure that
work is done well and, above all, efficiently, but also being able to manage one's time to some extent and ensuring
that employees have enough flexibility to unleash their creativity."

H2: Agility promotes the creativity of employees and managers in SMEs.

Hypotheses three to five elucidate the opportunities impacting both agility and digital business processes, whereas
hypotheses six to eight delineate the opportunities arising specifically from the utilization of digital business processes.

Interviewee H: "Through digitalization, we naturally become faster, more efficient. It's also partially about saving
capacity. That's certainly clear. The more digital the processes, the less employees have to deal with repetitive tasks,
leaving room to focus on strategic HR projects and personnel development projects."

H3: Agility and digital business processes increase speed and efficiency in SMEs.

Interviewee L: "Yes, then of course, if everything runs smoothly, the customer has a request, perhaps there's a
chatbot, and then they get an immediate response or have various communication options. Either through chat or
depending on what you prefer. It's already a way to better respond to customer needs, if implemented well."

H4: By leveraging agile methods and digital business processes, SMEs can adeptly respond to evolving market
conditions and customer demands with increased speed and precision.

Interviewee A: "/[...] We in HR naturally have many interfaces with other departments, and compared to some
processes that have always existed and have now been optimized, you can already feel a great relief from both sides,
"

ves.
HS5: Digital agile processes improve collaboration between departments in SMEs.

Interviewee K: "At the same time, however, I also believe that it brings added value for our employees in these
areas, because they are freed from tasks where I wonder: 'Where is the added value and where is the meaningful
feeling for the employee?’ And every employee wants to feel that they contribute value and that there is something
behind it, and if there actually isn't, because you know that a tool can do it just as well or even better, then there is no
meaningful element behind it anymore. That means, to then say: 'l free up these capacities for the employee for tasks,
for activities that do much more of that.' Then that is also very meaningful for the employees."

Hé6: Digital business processes enable employees in SMEs to develop and realize their potential.

Interviewee A: "Yes, so compared to a few years ago, one can certainly observe that the processes can be handled
much faster and more easily, and also are less error-prone.”
H7: Working with digital business processes can minimize errors within work processes in SMEs.

Interviewee J: "[...] Then of course efficiency, saving resources, which can also be seen as a negative by the
employee. Then speed, but that is part of efficiency, and more transparency."”
HS: Digital business processes can increase transparency within processes.
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Hypothesis nine describes the interaction that can result from the introduction of digital processes and agility.

Interviewee J: "If we were to work truly agile in a human resources department, so also methodically supported,
that can of course become a problem as well. Saying, we have now standardized our forms, our processes are
standardized and run through the system. My former boss always used to say that when working with people, you
cannot predict the day, and there can be many unplanned things happening, which perhaps were not anticipated in a
standard process."

HO9: The standard processes resulting from digitalization can inhibit the flexibility resulting from agility in SMEs.

The subsequent hypotheses delve into the constraints surrounding digitalization and agility within SMEs.
Specifically, hypotheses ten and eleven center around agility, while hypotheses twelve through fourteen address the
boundaries of digital business processes, with hypothesis fourteen focusing specifically on the personnel domain.
Hypotheses twelve a and twelve b propose strategies to mitigate the limitations identified in hypothesis twelve.

Interviewee L: "The boundaries are simply fundamental, in the sense that one must define what that means for us
as a whole company."

H10: A different understanding of agility and no shared vision within the organization can inhibit or prevent its
implementation in SMEs.

Interviewee E: "I would actually prefer to become much more agile and flexible through digitization and IT.
However, in our company, the IT, our ERP system, has limitations because it doesn't provide what we would need for
that.”

H11: Digital systems already established and used in the company, which do not allow flexibility and adaptability,
can inhibit agility in SMEs.

Interviewee H: "So, it can definitely fail because the employees don't go along with it, and sometimes older
generations may not want to adapt to the way of working. The question then is always whether you accept that as a
limitation. It also plays a very important role in how the management or the leaders deal with it. How much they try
to overcome the boundaries.”

H12: Organizational members can hinder agility and digital business processes due to fears and resistance in SMEs.

Interviewee G: "I think we somehow have to fundamentally change the mindset of the people. Mainly, I believe the
biggest challenge will be with the older employees who have been in the company for a long time and are used to
things being a certain way. Implementing something that makes them approach things more openly. And I think every
young employee who starts their professional life after completing school or so will already be agile, and that
basically, the younger ones will bring along the older ones and the older ones will embrace it. I think that would lead
to the goal."”

H12a: In order to overcome fears and resistance, employees must be involved in the change process and be allowed
to help shape it. For the change process to be successful in the end, communication with the employees is essential.

Interviewee D: "Leadership plays an important role because they need to motivate the employees to be agile and
to go along with it. They need to address the fears of the employees because the more agile the company becomes and
the more streamlining of processes is possible, the more fears it evokes in the employees that they might be replaced
or no longer necessary."

H12b: To overcome fears and resistance, managers must set an example and empower their employees.

Interviewee D: "[...] I think that would be extremely difficult in financial terms, there are also financial limits. [
think it would be extremely expensive if you were to buy machines or robots."
H13: Low financial resources can hinder digital business processes in SMEs.
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Interviewee B: "Directly in the HR department. Digitalization is an important process or facility to simplify things,
but the human factor is important, and with all digitalization, I simply cannot underestimate the human factor because
A, they have to operate these devices and B, I also encounter some personal stories where digitalization does not help
me."

H14: Digital business processes in human resources departments in SMEs reach their limits when standards are

deviated from in terms of integrating human interaction.

The aforementioned hypotheses formed the basis for developing the conceptual framework shown in Figure 1.
Barriers

Flexibility/Adaptability

Standard Processes

I

|
+ +
— ..

Figure 1: Model on opportunities and barriers of agility and digital business processes in SMEs
5. Discussion
5.1. Implications

When analyzing the interviews, hypothesis and a resulting conceptual model emerged to illustrate the opportunities
and limitations of agility and digital business processes in SMEs. The findings of this study bear significant
implications for both theory and practice in the fields of agility, digitalization, and organizational management. From
a theoretical standpoint, this research sheds light on the complex interplay between agility, and digital processes in
SMEs. By uncovering the multifaceted nature of these relationships, the study contributes to the advancement of
theoretical frameworks that seek to elucidate the mechanisms driving organizational adaptation and resilience in
today's rapidly changing business environment. Furthermore, the identification of factors influencing the adoption and
implementation of agile and digital practices provides fertile ground for future research aimed at refining existing
theories and developing new conceptual frameworks. Practically, the insights gleaned from this study offer valuable
guidance for organizations seeking to enhance their agility and leverage digital technologies effectively. The
recognition of digitalization as a key driver of change, particularly within human resources, underscores the
importance of investing in digital capabilities and infrastructure. Agility offers a solution to swiftly address evolving
demands, particularly as HR interfaces with multiple departments, which can lead to complexity. Agile digital
processes enhance transparency by keeping stakeholders informed about the status of ongoing processes and
facilitating collaboration across departments. Moreover, digitalization reshapes job roles, posing new challenges for
personnel development and employee growth. The promotion of creativity through agile working methods presents
an opportunity in this context. Moreover, the role of agility in facilitating swift and tailored responses to evolving
market conditions highlights the need for organizations to foster a culture of flexibility and adaptability. By embracing
agile methodologies and digital processes, companies can position themselves to navigate uncertainty and seize
opportunities for growth and innovation. Finally, the articulation and communication of a clear vision emerge as
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indispensable elements of successful change initiatives, particularly for small and medium-sized enterprises
navigating the intricacies of digital transformation.

5.2. Limitations and future research topics

While this paper makes significant contributions, it also exhibits several limitations that could serve as avenues for
further research. Firstly, the scope of the study was limited to interviews conducted solely in Germany, suggesting the
need for future investigations on an international scale. Secondly, the qualitative nature of the research resulted in the
emergence of new trends and hypotheses that may not universally apply. While qualitative methods facilitated the
identification of relevant developments and underlying dynamics, these findings lack representativeness and warrant
validation through subsequent quantitative studies. Additionally, the focus on SMEs restricts the generalizability of
the findings to larger corporations. Moreover, the study's sectoral focus on the industrial, manufacturing, and trade
sectors excludes other industries such as service providers or management consultancies, which could offer valuable
insights into agility and digitalization. Moving forward, it would be intriguing to explore the implementation of agility
and digital processes in SMEs, particularly within the realm of human resources. Despite these limitations, we believe
that this qualitative study has the potential to significantly contribute to theory development in various important ways.
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