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Abstract: The changes in the business environment and the increase in competition have led or-
ganizations to focus greatly on improving their organizational performance in order to achieve a
sustainable competitive advantage by relying on keeping pace with these changes and developing
their innovation capability to meet their customers’ desires. Therefore, this research paper aims
to explore the relationship between strategic agility and organizational performance through the
mediating role of innovation capability. The research population consisted of senior managers
in industrial corporations, and the sample comprised 224 senior managers. Structural equation
modeling (SEM) was used as a statistical method for testing hypotheses. The results showed that
there is a significant influence of strategic agility on organizational performance and innovation
capability. Furthermore, innovation capability plays a mediating role in improving the relationship
between strategic agility and organizational performance. Accordingly, a set of recommendations are
provided to corporations’ senior managers for supporting the organizational activities that lead to the
creation of new products and services that are appropriate to the general context of the development
of customer desires, realizing the importance of the corporation acquiring flexible re-sources that
can be reallocated to meet the changes in the business environment, and adopting modern business
models based on stimulating collaborative work and adopting creative ideas.

Keywords: strategic agility; innovation capability; organizational performance; corporations

1. Introduction

Organizations strive to improve their performance. To this end, numerous means
have been suggested, such as maximizing market share, profits, and customer outcomes
like satisfaction [1]. In fact, organizational performance as a multidimensional construct
is open to be influenced by various exogenous constructs, such as leadership style [2],
the organization’s strategic choice [3], technological assets [4], and strategic agility [5,6].
According to Qalati et al. (2021), organizational performance is a function of organizational,
environmental, and technological factors [7]. On the other hand, it was observed that
the relationship between some variables and organizational performance is mediated by
other variables such as innovation capability [8], organizational innovation [4], and social
media [7]. However, one of the most critical factors hindering organizational performance
is a turbulent business environment [6]. Such an environment is characterized by high
levels of change and uncertainty [9].

For organizations to survive and grow in turbulent and competitive business environ-
ments, adaptation to change should be a first priority [10–12]. One essential method that
organizations should adopt is strategic agility [13,14]. Agility refers to the core abilities
that organizations show to cope with dynamic business environments; these abilities allow
an organization to sense, adapt, and respond to such environments [15]. Strategically,
agile organizations are sensitive to market changes and available opportunities, able to
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reorganize their resources rapidly to exploit those opportunities, and work with collective
commitment to avoid slack responses due to internal conflicts [16].

Numerous positive outcomes of strategic agility have been recognized in the literature,
such as boosting an organization’s ambidexterity [17], strengthening its performance [18],
improving its long-term effectiveness [19], as well as furthering its ability to gain a com-
petitive advantage [20]. Furthermore, organizations are required to deliver compatible
products to meet customers’ reformed requirements [21] through developing innovation
capabilities [22–24]. Innovation capability, as measured by product and process innovation,
was identified as a significant predictor of organizational performance in [25].

In summary, organizations that make every effort to advance their performance should
keep in view focal constructs such as strategic agility and innovation capability. Despite
the considerable delivery of research on these three variables, there is little knowledge of
the impact of strategic agility on organizational performance through innovation capability,
particularly within the Middle East business environment. Hence, the main contribution
of this research paper is the provision of a methodological framework to fill this gap in
the literature. It focuses on corporations listed on the ASE as one of the leading stock
exchanges in the Middle East region.

2. Theoretical Background and Research Hypotheses
2.1. Strategic Agility

Strategic agility refers to a set of activities implemented by organizations to add value
in volatile and unforecastable business environments [26]. According to Sampath and
Krishnamoorthy (2017), strategic agility as a meta-capability is related to the assignment
of appropriate resources to improve distinctive competencies among an organization’s
functions in line with maintaining agility to ensure a balance of competencies over time [27].
Doz (2020) emphasized that strategic agility helps organizations to avoid “rigidity traps”
and over-focusing on external embeddedness by moving to prohibit organizational reces-
sion and orienting toward more operational flexibility [28–30]. The conditions of stock
exchanges make organizations subject to uncertain and oscillatory environments, and
thus strategic agility is regarded as a precious capability that enables organizations to
cope with these challenges through rapid turnaround via modifying their processes and
structures systematically.

In the modern model context anchored on business environment dynamism, Doz and
Kosonen (2010) viewed strategic agility as a vital capability adopted by organizations to
formulate and modify their business model to become more interactive [16]. The authors ar-
gue that there are three exceptional capabilities of strategic agili-ty: (a) strategic sensitivity,
(b) resource fluidity, and (c) leadership unity. Strategic sensitivity plays a fundamental role
in increasing the ability to recognize the surrounding environment and sense its changes,
whether they are opportunities that organizations can exploit or threats that they can avoid
through planning and future prediction activities and the development of alternatives to
face possible scenarios [29,31]. Resource fluidity is related to organizational capabilities
to reshape and acquire a set of new resources and capabilities that help organizations to
add value for customers and shift towards contemporary business models [16]. Resource
fluidity has an effect on the short-term capabilities of organizations, as represented by
operational capabilities, and has a long-term and strategic effect on the organizational
and structural capabilities of organizations [5]. Leadership unity refers to “one of the
administrative response features of the business environment dynamics” [14]. It repre-
sents leaders’ support of policies, cooperation and collective commitment, in addition to
stimulating decision-taking processes more quickly, where time plays an important role in
such a rapidly changing environment [32–34]. Shirey (2015) added that the importance of
leadership unity lies in focusing on opening effective communication channels between
the various administrative levels in organizations [35].
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2.2. Innovation Capability

Most of the countries around the world and organizations that seek excellence and
leadership in their industrial sector allocate huge budgets for innovation that are mainly
based on research and development processes because of their impact on accelerating the
pace of growth and prosperity [36,37]. However, innovation is related to the availability of
a set of innovative capabilities and the desire of individuals or organizations to translate cre-
ative theoretical ideas into practice [38]. Ferreira et al. (2020) labeled innovation capabilities
as complex activities that contribute to the generation and acceptance of new ideas to give
rise to a set of products, services, or business models [39]. Ganguly et al. (2020) defined
innovation capabilities as the ability to compose and manage resources to produce a range
of novel products and services [40]. Lumpkin and Dess (2015) described such capabilities
as a part of “the cultural openness to innovation” that organizations adapt by relying on
mobilizing energies and skills then directing them towards building an advanced business
model or providing creative and competitive products and services, and it is an essential
part of entrepreneurship [41].

A resource-based view (RBV) suggests that collaborative innovation helps in obtaining
a sustainable competitive advantage [42]. Two major dimensions are used to measure
this type of innovation: (a) product innovation capability, and (b) process innovation
capability [43–45]. Product innovation capability refers to the extent to which organiza-
tions can develop their tangible and intangible resources [46]. Product innovation capability
allows organizations to provide new offers that include a set of creative products and ser-
vices or that have been developed to meet customer desires [45,47]. The second dimension,
process innovation capability, refers to the ability to change the methods and techniques
used by organizations to present these offers [47]. This dimension reflects organizations’
ability to develop new inputs or processes within their production or organizational activi-
ties, including information flow, resources, specifications, and tasks, which are employed
together to provide the best offers in terms of quality or cost [45].

2.3. Organizational Performance

In the general business context, the management of organizations compares their
planned goals with the actual results of their work. Thus, organizational performance
emerges as one of the managerial concepts for which researchers have unanimously
agreed on its importance in identifying the results of organizations [48,49]. Organiza-
tional performance has been defined as the ability of an organization to achieve its planned
goals through the effective and efficient exploitation of available resources [50]. Further,
Zhou et al. (2019) considered it as a measurement and analysis system for work outputs,
by which stake-holders are able to address deficiencies [51]. Indeed, the indicators used
to measure organizational performance in the academic and practical fields vary. Exam-
ples of organizational performance measures include market performance and return on
investment [52]; effectiveness and efficiency [53]; indicators of financial performance like
sales return, investment return, and equity return; as well as indicators of non-financial
performance such as customer satisfaction [54]. Following [55,56], organizational perfor-
mance was measured in the current research as a whole variable using a set of indicators to
determine the performance of corporations in the ASE.

2.4. Strategic Agility, Innovation Capability, and Organizational Performance

Organizations that carry out their activities within volatile and highly turbulent work
environments need to maintain good performance and build a sustainable competitive ad-
vantage to face changes in those environments. The idea of strategic agility emerged as one
of the ingredients that enable organizations to face changing working conditions by relying
on enhancing sensing capabilities and resources reconfiguration [17,30,33]. Studies have
proven that agile organizations respond more quickly to exploit the opportunities of the
work environment. That is, strategic agility enables organizations to improve their financial
performance [5,14], increase their market share [17], and improve the effectiveness and
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efficiency of resources by restructuring them in harmony with ambient conditions [19,57].
Therefore, the first research hypothesis was:

Hypothesis 1 (H1). Strategic agility has a positive influence on organizational performance.

Moreover, organizations’ activities directed to developing innovation capability can
be supported by adopting working methods based on strategic agility. Farhana and
Swietlicki (2020) emphasized that strategic agility by following up and evaluating changes
in work environment conditions enables organizations to add value for customers through
prospecting on the untapped market opportunities that contribute to satisfying the desires
of customers [17,58]. Kohtamäki et al. (2020) conceptualized strategic agility in innovation
through three major practices related to the generation of proactive ideas, value-based
product development, as well as product commercialization based on a market-oriented
strategy [59]. For Olaleye et al. (2021), innovation capability as evaluated by product and
process innovation is positively related to strategic agility, where the latter significantly
mediates the relationship between innovation capability and organizational resilience [60].
Cai et al. (2019) argued that innovation capability requires a sufficient flexibility in an or-
ganization’s resources that can be allocated or reallocated to support initiatives directed
to develop new offers [61]. On the other hand, Brand et al. (2021) indicated that strate-
gic agility supports organizations’ ability to create innovative business models through
organizational restructuring, improving teamwork styles and reducing the impact of the
organization’s internal policy problems and organizational conflicts [62]. Hence, the second
research hypothesis can be formulated as follows:

Hypothesis 2 (H2). Strategic agility has a positive influence on innovation capability.

Organizations have three organizational capabilities: adaption capability, absorption
capability, and innovation capability [12]. Maldonado-Guzmán et al. (2019) concluded that
innovation capability represents the most important organizational capability because it
enables an organization to respond effectively and efficiently to fluctuations in the work
environment [63]. The ability of organizations to develop new products and services and
generate creative business models is one of the fundamental approaches for obtaining
the best organizational results [64]. Such developed products and services increase an
organization’s ability to expand its market share to exceed those of competitors [65],
and can also improve the investment return and sales return, which is reflected in the
rates of growth and profitability [66]. Besides, the ability to create new administrative
manners and establish novel business models enhancing the efficient and optimal use
of organizational resources is highly beneficial [44,58]. Phankhong et al. (2017) stressed
that innovation is the distinguishing feature in improving organizational performance
through focusing on continuous development activities and increasing the productivity of
production elements [67]. Thereby, it was postulated that:

Hypothesis 3 (H3). Innovation capability has a positive influence on organizational performance.

Atieno and Senaji (2017) praised the role that strategic agility plays in improving
the performance of organizations by stimulating a sense of timing, which constitutes a
milestone as the early or late presentation of organizations’ offers leads to a decrease in
efficiency and the maximization of costs [68]. Clauss et al. (2019) argued that organiza-
tional performance is significantly related to the ability to manage resources to ensure the
achievement of effectiveness and harmony with the change in customer requirements [32].
Furthermore, Vaillant and Lafuente (2019) indicated that the ability to adapt to the condi-
tions of the work environment, the possession of flexible resources that can be reconfigured
to enhance the innovation ability, a collective commitment to achieving strategic goals,
and research and development activities have crucial effects on the provision of a variety
of sophisticated products and services [57]. In addition, organizations that always strive
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to keep pace with the change in customer desires by relying on unique offers of goods
and services have a greater market share than their competitors, achieve high financial
returns, and their customers are loyal to their products, which leads to the improvement of
their organizational performance [39]. Accordingly, the fourth research hypothesis can be
formulated as follows:

Hypothesis 4 (H4). Innovation capability has a mediating influence on the relationship between
strategic agility and organizational performance.

Figure 1 shows the proposed model, which indicates the hypothetical relationships
between strategic agility as an independent variable, organizational performance as a
dependent variable, and innovation capability as a mediating variable.

Figure 1. Research framework.

3. Research Methodology
3.1. Population and Sample

The ASE is considered one of the most significant stock exchanges in which securities
are traded in the Arab world, and provides the appropriate environment to ensure the
interaction of supply and demand for securities and to establish the foundations of trans-
parent and fair trading. The tasks of the ASE are summarized as providing the necessary
systems for implementing and controlling the exchange process, as well as defining the
standards of professional conduct and preparing reports that include all the exchange
activities. This stock exchange consists of three main sectors: First, the financial sector,
which constitutes 53.4% of the total stock exchange, as real estate corporations are among
the most important corporations of this sector, where they reached 32 corporations. Second,
the services sector, in which the number of listed corporations has reached 44, most of
which work in commercial services (i.e., 22.7% of this sector). Finally, the industrial sector,
which represents 21.9% of the ASE. The most important corporations operating in this
sector include food industry corporations as well as mining and extraction corporations.

Senior managers working in the corporations listed on the ASE represent the current
research population. The sample encompassed 370 senior managers. Data were collected
using an electronic self-reported questionnaire designed through Google Forms. It was
sent by e-mail to a purposive sample. The number of questionnaires answered by the
sample reached 249 questionnaires; out of these, 224 questionnaires were valid for statistical
analysis, with a response rate of 60.54%.

The analysis results related to the demographic and functional variables showed that
most of the senior managers were males (63.39%) compared to females (36.61%). Moreover,
most of the sample members had from 15 to 20 years of job experience within the category
(43.75%), while the last rank percentage was for the category with less than 10 years of job
experience (6.25%). Regarding education level, most of the senior managers were holders
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of a postgraduate degree (48.21%), and most of them belonged to the age group from 30 to
40 years (41.07%) compared to the lowest age group of less than 30 years (15.62%).

3.2. Research Instrument

The questionnaire is considered one of the main and most common tools used for
collecting data related to social and managerial studies [69,70]. The questionnaire used
for the current study consisted of four sections. The first section was devoted to collecting
data on subjects’ personal characteristics (e.g., gender, job experience, education level, age
group). Other sections were used to measure research variables. The questionnaire was
designed using a five-point Likert scale (1 = strongly disagree; 5 = strongly agree).

Strategic Agility: SAG represents the second-order independent construct of this
research. It was measured through 15 items in accordance with [5,16,28]. SAG is divided
into three first-order constructs: strategic sensitivity was measured using 5 items (SSE1–
SSE5). Examples of statements include “My corporation anticipates future customer
needs”. Resource fluidity was assessed using 5 items (RFL1–RFL5). An example of these
items is “My corporation uses multiple business models for different market segments or
products”. Leadership unity was evaluated by 5 items (LUN1–LUN5). One example is
“My corporation’s leaders engage in open dialogue and welcome differences of opinion”.

Innovation Capability: ICA represents the second-order mediate construct of this
research. It was measured through 11 items in accordance with [39,45]. ICA is divided into
two first-order dimensions: product innovation and process innovation. The first dimen-
sion was measured using 5 items (PDI1–PDI5), such as “My corporation often develops new
products and services well accepted by the market”. The second dimension was evaluated
through 6 items (PCI1–PCI6). An example of these items is “My corporation often tries
improving operational procedures to hasten the realization of the corporation’s goals”.

Organizational Performance: OPE represents the first-order dependent construct of
this research, which was measured through 9 items (OPE1–OPE9) in accordance with [48].
OPE was measured statements including “My corporation’s shares value significantly
improved in the last two years”, “My corporation has a good reputation in comparison
with the competitors”.

3.3. Data Analysis Procedures

The current research relied on the approach of covariance-based structural equation
modeling (CB-SEM) using AMOS 24.0 software. This approach enables the researcher to
test hypotheses and identify the causal relationships between the research constructs [71].
For CB-SEM, data should be normally distributed and the sample size should not be
less than 200 respondents. This lies in contrast to the partial least squares estimation of
structural equation modeling (PLS-SEM) approach that uses the bootstrapping technique
to generate data, which limits the ability to generalize the search results [72]. SPSS 24.0
software was used to conduct the descriptive analysis of research constructs and address
common method bias. Harman’s one-factor analysis was used to identify the total variance
extracted in case of one factor extraction through dimension reduction in SPSS [73]. The
results indicated that the percentage of variance was 12.173, which is less than 0.50 [74].
MacKenzie and Podsakoff (2012) indicated that procedural remedies can be used to mitigate
the problem of common method bias [75]. That is, the design of the study should increase
respondents’ motivation to provide accurate responses and to avoid stylistic answers. For
the current study, respondents were asked to complete questions on their firms. All of them
were senior managers and aware of their firms’ strategic agility, innovation capabilities,
and organizational performance. Additionally, the questionnaire was revised to ensure
that it was free from ambiguous statements so that it was understandable.
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4. Research Findings
4.1. Measurement Model Estimation

Before starting to test the research hypotheses, the instructions presented in [76] were
followed to determine the validity and reliability of the research measurement model using
confirmatory factor analysis (CFA). Table 1 shows factor loadings on their first-order latent
constructs and the values of average variance extracted (AVE) for each construct to identify
the convergent validity. It also illustrates the results of the discriminant validity test by
comparing the values of maximum shared variance (MSV) with the values of AVE, as well
as the square root of average variance extracted with the correlation between constructs.
Moreover, McDonald’s omega coefficients were used to test the composite reliability (CR)
of the measurement model.

Table 1. The validity and reliability of the measurement model.

Constructs Mean SD Loadings AVE MSV CR
Correlation

1 2 3 4 5 6

1. Strategic Sensitivity (SSE) 3.63 0.80 0.68–0.77 0.53 0.42 0.85 0.728
2. Resource Fluidity (RFL) 3.71 0.88 0.67–0.76 0.52 0.39 0.85 0.544 0.726
3. Leadership Unity (LUN) 3.50 0.93 0.67–0.78 0.53 0.43 0.85 0.612 0.430 0.713
4. Product Innovation (PDI) 3.69 0.91 0.68–0.75 0.51 0.50 0.84 0.538 0.506 0.622 0.716
5. Process Innovation (PCI) 3.74 0.86 0.66–0.75 0.51 0.49 0.86 0.412 0.391 0.485 0.373 0.717
6. Organizational Performance (OPE) 3.58 0.79 0.68–0.77 0.54 0.51 0.91 0.387 0.627 0.493 0.662 0.528 0.737

Note: Bold fonts in the table refer to the root square of average variance extracted (AVE).

The results of Table 1 show that all items had loading values on their constructs within
the range 0.668–0.782, which is greater than 0.50, the minimum value for retaining the
item [77,78]. The values of AVE ranged between 0.513 and 0.543 (greater than 0.50, the
lowest acceptable value to judge the convergent validity) [79]. The table also shows that
the values of MSV were smaller than the values of AVE, and the values of the square root
of average variance extracted were greater than the correlation between other research
constructs. These results indicate that the measurement model fulfills the conditions of dis-
criminant validity [80]. Further, the values of McDonald’s omega coefficients were greater
than 0.70, which represents the minimum threshold for achieving composite reliability [81].

4.2. Descriptive Analysis

The results related to means values, standard deviations, as well as the correlation
coefficients for this study’s first-order constructs are presented in Table 1. The table shows
that the general level of strategic agility of the corporations listed on ASE was moderate
(M = 3.61), where the resource fluidity dimension ranked first with a high level (M = 3.71,
SD = 0.884), while the leadership unity dimension had the lowest rank, which was moderate
level (M = 3.50, SD = 0.925). Additionally, the general level of innovation capability of
the corporations listed on ASE was high (M = 3.71), where the process innovation had
the first rank (M =3.74, SD = 0.857) and the product innovation had the second rank
(M = 3.69, SD = 0.908). The organizational performance of the corporations listed on ASE
was moderate (M = 3.58).

Moreover, the results in Table 1 indicate that there was a correlation between strategic
agility dimensions and the innovation capability dimension, where the correlation coeffi-
cients were within the range r = 0.373–0.622. Further, the correlation coefficients between
strategic agility and organizational performance ranged between 0.387 and 0.627, and the
correlation coefficients between innovation capability and organizational performance
were between r = 0.528 and r = 0.662. The correlation coefficients among strategic agility
dimensions ranged within 0.430–0.612, indicating that the research data were free of a
multicollinearity problem because of all internal correlation values were less than 0.80 [76].
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4.3. Structural Model

The structural model shown in Figure 2 was used to show the extent of the goodness-
of-fit indices. The ratio of chi-square to degrees of freedom was 2.227, which is less than
the upper permissible threshold of 3 [69]. The values of GFI, CFI, and TLI were greater
than the lowest acceptable value of 0.90 [82]; the value of RMSEA was 0.039, which is less
than the highest permissible threshold of 0.08 [83]. Thus, it can be considered the structural
model used to test research hypotheses had good indexes to generalize the results.

Figure 2. Standardized coefficients of the structural model.

Table 2 lists the results of the standard coefficients along with the probability levels.
The results indicate that strategic agility had a direct positive influence on organizational
performance, based on the probability level which was less than 0.05 and the standard
influence coefficient β = 0.620. Strategic agility had a direct positive influence on innovation
capability, where the probability level testing this hypothesis was less than 0.05 and the
standard influence value β = 0.581.

Table 2. Results of research hypotheses testing.

Hypo. Effect Path
Standardized Effect Coefficients

Total Direct Indirect

H1 Strategic Agility → Organizational Performance 0.620 *** 0.620 *** -
H2 Strategic Agility → Innovation Capability 0.581 *** 0.581 *** -
H3 Innovation Capability → Organizational Performance 0.424 ** 0.424 ** -
H4 Strategic Agility → Innovation Capability → Organizational Performance 0.849 * 0.603 * 0.246 *

Note: * p < 0.05, ** p < 0.01, *** p < 0.001.

The results of the table also confirm that the innovation capability had a direct positive
impact on the organizational performance (β = 0.424, p < 0.05). Moreover, innovation
capability improved the total influence between strategic agility and organizational perfor-
mance (β = 0.849), with a direct effect (β = 0.603, p < 0.05) and an indirect effect (β = 0.246,
p < 0.05). Thus, innovation capability played a significant mediating role between strategic
agility and organizational performance.

5. Results Discussion

The main purpose of this research was to discover the mediating role of innovation
capability on the relationship between strategic agility and organizational performance
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in the corporations listed on the ASE. The results of the research showed that the level of
strategic agility and organizational performance in these corporations was moderate, which
is consistent with the findings of some previous studies [32,34,54]. The level of innovation
capability was high, and this result corresponds to those obtained in [43,45]. Therefore,
the management of corporations listed on the ASE is aware of the critical importance of
providing unique products and services to their customers, and adopts contemporary
management approaches that assist them in research and development processes to keep
pace with customers’ desires. Furthermore, these corporations seek to adapt to the changes
in the work environment through the acquisition of organizational resources that are
flexible enough and by sensing opportunities and threats in the work environment in a
proactive way in order to be able to develop appropriate scenarios for these changes.

In terms of its hypotheses, this study sought to test three hypothetical influences as
stated in H1, H2, and H3. H1 assumed that strategic agility has a significant influence
on organizational performance, while H2 suggested that strategic agility has a significant
influence on innovation capability. Finally, H3 postulated that innovation capability has
a significant influence on organizational performance. Firstly, the results indicated that
strategic agility has a positive influence on organizational performance. This result can be
explained by the fact that organizations that adopt agile strategies based on developing
practical scenarios derived from sensing changes in the business environment have greater
opportunities to improve their financial position, achieve customer satisfaction, and gain
the largest market share compared to their competitors. In line with [62], the results
revealed that strategic agility had a positive influence on innovation capability. Prior works
in this regard asserted the role that strategic agility played in improving organizational
performance. Such works indicated that strategic agility assists organizations in sensing
their environments for changes and opportunities, to adapt and respond quickly and utilize
their resources effectively and efficiently [5,14,17,19,30,32,33,57].

Secondly, the results revealed that there is a significant influence of strategic agility on
innovation capability. This result suggests that the ultimate aim of innovation capability
can be achieved through strategic agility, which allows organizations to be aware of their
market changes and customer needs. Hence, strategic agility is viewed as a prerequisite
of innovation capability [15]. The specific contribution of strategic agility to innovation
capability can be explained through the exceptional capabilities of strategic agility, which
are recognizing the external environment via strategic sensitivity, acquiring new resources
or reshaping current resources (resource fluidity), and total commitment to face external
challenges (leadership unity) [16,27–29].

Thirdly, the results pointed out that innovation capability has a positive influence on
organizational performance, which is consistent with the results of [44]. Thus, organiza-
tions’ ability to modify their administrative methods and orientation towards contemporary
business models, which are considered to provide novel products and services and develop
new uses for existing products, leads organizations to achieve their strategic goals effec-
tively and efficiently. Finally, it was found that the innovation capability has a significant
mediating influence on the relationship between strategic agility and organizational perfor-
mance. That is, the total effect of strategic agility on organizational performance increased
with the introduction of innovation capability, which transmits the effect of strategic agility
to organizational performance. In other words, strategic ability equips an organization
with information about the market, and the customers and innovation capability enable
an organization to develop new processes or inputs and create creative products [45,47].
Therefore, organizations’ awareness of the importance of predicting changes in the busi-
ness environment and reallocating available resources in proportion to the exploitation of
opportunities and avoiding threats improves their ability to create products and services
that meet the desires of customers. This ultimate aim can be achieved through a contem-
porary management approach that supports continuous development activities, which is
reflected in improving productivity, building a wide base of loyal customers and achieving
an increase in returns in the long term.
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6. Contributions to the Literature

This study contributes to the literature on strategic agility, innovation capability, and
organizational performance in several ways. First, the study shows that strategic sensitivity,
resource fluidity, and leadership unity are crucial strategic components for improving
organizational performance. Strategic sensitivity allows organizations to distinguish mar-
ket opportunities and assess the suitability of their internal strengths to exploit these
opportunities. Resource liquidity refers to the extent of resource flexibility that enables an
organization to adjust its resources and the way they are used in line with its priorities.
Moreover, the ongoing collective commitment of the management (i.e., leadership unity)
helps an organization to expand its ability to adapt to environmental changes. The role of
the leadership here is to make the right decisions at the right time.

These three components play a central role in boosting organizational performance. In
the context of industrial organizations, taking advantage of opportunities often means in-
troducing new products. Achieving this goal not only requires the availability of resources,
but also flexibility in their use, in terms of resource allocation and reallocation according to
demand. The picture is not complete without the collective administrative orientation and
the speed of decision-making.

Second, the study signifies that strategic agility is a main prerequisite of innovation
capability. The most important implicit feature of strategic agility is the ability to integrate
resources, which is crucial to encourage innovation. Innovation here refers to transforming
ideas into new processes or products. The ability to innovate is itself a dynamic ability that
means harnessing new knowledge to respond to change in an organization’s environment
by focusing on existing resources and processes. The role of strategic agility here is to
determine the nature of the environmental change and the form of the optimal response.
The problem that firms face in this regard is that they are able to respond to the change in the
environment, but the response they offer is inappropriate. Here, the importance of strategic
agility appears, as it determines market needs that have not yet been met. Both strategic
agility and innovation capability are complementary features of ambidextrous firms.

Third, it is well established that strategic agility improves organizational performance,
but new insight is brought by the knowledge that strategic agility suits various environ-
mental changes. This depends on the nature of the market opportunities. One type of
change requires enhancing the capabilities of an organization by providing other dynamic
capabilities such as the ability to innovate, while other types mean making minor adjust-
ments to the products in order to meet the demands of the moment in the market. In
both cases, strategic agility plays an important role. Thus, this study contributes to the
literature of sustainability, as it shows that dynamic capabilities such as strategic agility
and innovation capability assist organizations in achieving supportable performance.

7. Managerial Implications

The piece of information that managers miss is not that innovation capability leads to
better performance, but how innovation capability can be developed. The current study
shows that innovation is continuous because the environment in which an organization
operates is constantly changing. The most important characteristic of innovation capability
is the flexibility to adapt to that change. For an organization to maintain an active state of
innovation adequacy, it must provide a guide that directs innovation to the path of success.
This guide is strategic agility.

On the other hand, the response to environmental changes depends on the nature of
the change itself. Some changes require an organization to make improvements to existing
products, and some require the introduction of new products with completely different
characteristics. The organization in the second case must be more capable of innovating.

Accordingly, managers who seek to improve organizational performance must take the
nature of changes and market opportunities into consideration. The nature of these changes
and opportunities determines the nature of the response. Continuous improvement of the
product itself is a form of response, and changing the whole characteristics of the product
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is another form of response. Sometimes, an organization has strategic agility and the ability
to innovate, but it fails to improve its organizational performance due to its inability to
determine the appropriate response.

Moreover, an organization must determine the appropriate way to improve perfor-
mance in light of its assessment of market needs. If an organization realizes that improving
performance is through a rapid response by introducing new products, the way it exploits
the capabilities of agility and innovation is different from improving performance through
improving existing products. Both strategic agility and innovation capability are essential
to elevate organizational performance; however, the optimal mix of these capabilities is
subject to the method of performance enhancement.

8. Limitations and Future Directions

Although this research dealt with vital variables in the science of strategic manage-
ment, there were a set of limits that should be considered in future studies. First, there was
a need to expand the study of strategic agility in order to define theoretical frameworks and
discover the practical implications of organizations adopting this strategy in the volatile
business market. Secondly, future studies should consider that this research was imple-
mented in Jordan, which is a developing country; hence, future studies should go towards
conducting such research in emerging and developed countries in order to discover the
perspective of strategic agility. Last but not least, future studies should try to identify the
impact of strategic agility on managerial and economic variables such as entrepreneurial
orientation, sustainable competitive advantage, and organizational prowess in order to
present a set of proposals that lead to organizational development.
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