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Abstract. In contemporary business environment we face seemingly intractable economic, institutional,
technological and social challenges. Intelligence combines many of the most important features of many
other concepts; it extends beyond management practices and economics. First of all intelligence is all
about trends in the macro environment, changing ,,rules of the game*, new inventions, politics and other
global and regional processes that are important to business. Firstly, the key challenges coming from
business and social environment and the need for intelligence are characterized. In further parts the poten-
tial of the intelligence function in assuring good knowledge about the trends and important processes tak-
ing place in the business and social environment are discussed.
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1. Introduction

In contemporary business environment we face
seemingly intractable long-term economic and so-
cial challenges. The flow of information is the
“lifeblood of organizations”, the dramatic increase
and acceleration in volume of information poses
challenges for day-to-day management in all kinds
of organizations. All concerned need to understand
the process of changing data into knowledge and
then into intelligence (Economic Intelligence 2002).

The contemporary economy is symbolised by
fast changing global economic environment, Dedi-
jer modified the old Greek saying, “Everything
changes”, to the modern time by adding, “Every-
thing changes faster”, (Dedijer 2003). In recent
years, the business environment has become more
and more turbulent and uncertain due to political
realignments, economic crises, technological in-
novations and natural disasters (Majid, Kowtha
2008). Environments pose important constraints
and contingencies for organizations, and their
competitiveness depends on their ability to moni-
tor and adapt their strategies based on information
acquired through competitive intelligence activi-
ties. Companies should become increasingly aware
of the necessity to remain informed of their com-
petitive environment (Nasri 2010).

Knowledge and intelligence is the key to gain-
ing advantage in the “next economy” (Erickson,
Rotchberg 2005), however, the most advanced
entities understand that the key to success in to-
day’s environment lays not so much in knowledge
as in intelligence (Jucevicius 2007). Studies in the
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field of intelligence are at the embryonic stage
however, “there is a flow of events and ideas that
link yesterday, today, and tomorrow in a continu-
ous stream, new ideas, subtle shifts in themes, and
emerging environmental events influence evolving
management thought” (Wren 2004).

In the academic literature it is not easy to find
publications devoted to the Intelligence phenome-
non. On the contrary, knowledge management
topic is very much on an agenda. Very often re-
searchers use those worlds as synonymous, which
is not quite correct even if there are many common
features in both phenomenons. Environmental
scanning, information gathering, market analysis,
foresight and insight are the categories that often
are used to describe similar things. The problem is
that no commonly agreed language in a very broad
field of “how to become knowledgeable?” exists in
the research community until now. One of the
aims of this article is to contribute to better under-
standing of such notions.

Knowledge about the environment is important
both for a single company, an organization, a city,
a region or even a state. Tools and approaches for
getting such knowledge are similar even if the
complexity is quite different.

The aim of the article is to discuss potential of
the intelligence function in assuring good knowl-
edge about the trends and important processes tak-
ing place in the business and social environment.

Paper relies on the scientific literature analysis.
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2. Key challenges coming from the business and
social environment

Globalization and emerging knowledge economy
are changing the face of business and social envi-
ronment in any geographical space or human ac-
tivity. At the same time both globalization and
knowledge economy are changing themselves.
New economies and centres of knowledge and
innovation are emerging with capital, ideas and
people moving freely between the borders. One-
size-fits-all strategies and approaches are unlikely
to match the diversified field of competitive arena
with local specifics.

It has become even clearer when the global
crisis revealed the extent to which local economies
and single businesses are interrelated globally.

From the macro economical perspective the
world economy until recently was predetermined
by a small network of power cities and regions
while other regions were left peripheral. However,
the transformation of the landscape of global
economy is changing rapidly creating new rules of
the competitiveness game. Underestimation of the
importance of such trend or even ignoring it will
cause trouble for businesses and even states and
regions. Many different signals of such challenges
easily may be already seen and require a special
attention.

Different trends in business environment could
be distinguished. Discussing even a part of them
would require a separate study. Because the aim of
this article is to discuss how application of the
intelligence approach can contribute to creation of
better understanding of what is happening in the
environment and in expanding a bit of the comfort
zone for businesses and social actors, few complex
trends will be discussed.

Consequences and lessons from the recent
global crisis will be counted as well as less dis-
cussed challenges will prevail.

One of the most crucial challenges is increas-
ing the competitiveness of local economies. Ac-
cording to Porter (2011) the competitiveness is the
productivity, with which a nation uses its human,
capital and natural resources. It is not what indus-
tries a nation competes in that matter for prosperi-
ty, but how it competes in those industries. How-
ever, it is easy to see how opposite understanding
prevails in many industrial policies in different
countries. It is much easier and attractive to de-
clare the priority on high-tech rather than on how
to transform the value chain enriching business
activities with sustainable resources. The wealth
directly can be created only by businesses. How-
ever, the public sector is playing an important role
in creating the most productive environment for
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business. Thus, good understanding of business
needs and what drives its success is of high im-
portance for public bodies.

The second challenge is an ageing society
(Harris, Albury 2009). It is very much a truth for
most European countries and especially to less
advanced like Lithuania. This profound demo-
graphic shift will increase the number of people
affected by poverty and unemployment. This will
cause big problems related to social inequalities
and conflict between generations. In all cases such
situation will not favour the attractiveness of busi-
ness environment.

The third challenge is climate change and in-
creasingly degraded environment. This is one of
hottest topics for discussions between researchers
from different fields of knowledge. Even if there
are very few commonly agreed issues the under-
standing of fundamental consequences of climate
factor is high. However, the answer to the question
what really are the consequences for businesses,
regions, states and the whole world will be, re-
mains unanswered. The winners will be businesses
and the regions, which will find the radically new
solutions by faster and better understanding of the
nature of the problem. It means — who will be
more intelligent.

The fourth challenge is related to changing
rules of the game for business. The challenges are
even more complicated due to some paradox char-
acter of trends. For example, with China becoming
a “World factory” and mass production being a
crucial factor for competitive advantage, increas-
ing fragmentation of mass markets and growing
power of demanding customers with higher expec-
tations is clear. One can agree that global compa-
nies remain dominant and even increase the eco-
nomic power in the world. At the same time the
power and importance of small-specialized com-
panies having distinguished competences and
know-how is increasing. Globalization calls for
unification however; the company that wants to
succeed in international markets has to fit to a very
specific cultural environment of different countries
and even regions. All this requires knowledge and
specific tools for it’s acquiring.

For manufacturing firms successful competi-
tive strategies are becoming inherently more com-
plex in nature. Such strategies appear to involve
the simultaneous pursuit of a number of themes
including (Jervis 1997):

e The erosion of the distinction between manu-
facturing and service;

e The hyper competition - the pursuit of both
differentiation and cost reduction strategies and
Services;
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¢ An emphasis on innovation in products, proc-
ess and business systems or models;

e The increasing importance of partnerships, al-
liances, networks and clusters.

All those trends imply fundamental changes
both in business environment and strategies applied.
Knowledge about the nature of such trends and
challenges requires new tools and approaches. One
of newest in the academic field of research how-
ever, for decades used by business practitioners is
the concept of intelligence. The second part of the
article will reveal the essence of that concept.

3. The concept of intelligence

The socio-economic environment is increasingly
defined and described in terms of information. The
most advanced organizations understand that the
key to success in today’s environment lays not so
much in knowledge as in “intelligence”.

Even the notion of intelligence is differently in-
terpreted by the researches. Intelligence combines
many of the most important features of many other
concepts. Different aspects of the intelligence phe-
nomenon are discussed in scientific literature. Prob-
ably the biggest attention so far has been paid to
military and business, especially competitive intel-
ligence (Bernhart 1994; Ettore 1995; Fuld 1985,
1995, etc.). Dedijer (1993, 2003), Jequeir (1987),
Toffler (1991) and others are stressing on social
aspects of intelligence. Beal (2000), Choo (1998).
Raymond and Lesca (1995) focus on the organiza-
tional learning as a fundamental issue in acquiring
and understanding the knowledge about their envi-
ronment. But in general, studies in the field of intel-
ligence, especially the network — type one, are at the
embryonic stage. Intelligence is at the heart of a
systemic and continuous process at strategic level
dealing with the collection, interpretation and shar-
ing of market-related, political, technological and
social information in order to assure developmental
processes. Also, it is the art of monitoring weak
environmental signals that tell us whether the social
system (institution, organization, region etc.) is on
the right track or not.

Baumard (1992) suggests “intelligence can be
seen as a product, a monitoring process, an activity
or type of knowledge, it is obvious, that intelligence
is not a synonym of information”, according to him,
intelligence means the ability to use knowledge in
perception and problem solving, in activities, know-
ing, and a specially organized system (Baumard
1992). The other definition of the intelligence is
“actionable recommendations arising from a sys-
tematic process involving planning, gathering, ana-
lysing, and disseminating information on the exter-
nal environment for opportunities, or developments
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that have the potential to affect a company’s or
country’s competitive situation” (Calof, Skinner
1998).

The concept of intelligence is more practical
rather than theoretical construct. It originates from
the military field of knowledge. This concept has
been expanded to other fields of human activities by
Dedijer (1987, 1993), who in the scientific literature
sometimes is named as the “godfather” of social
intelligence. Accordingly, there may be different
types of intelligence: political, technological, eco-
nomic, business and social intelligence (Hedin,
1992). The concept of intelligence, as applied here,
extends beyond management practices and econom-
ics. It sees the world as a shifting variety of social
systems and each system as a communication net-
work with its own “personality” and culture, inter-
acting in a variety of ways, and exercising its intel-
ligence function in the service of its goals (Dedijer
1993). Dedijer (1993), Jequeir and Dedijer (1987),
Toffler (1991) stress the technological and social
aspects of intelligence. At least three levels of intel-
ligence can be identified. These are human or indi-
vidual, organizational and societal (country, gov-
ernment).

The intelligence revolution leads to increased
demand on intelligent individuals, intelligent pro-
ducts, intelligent materials and machines and intel-
ligent corporations (Dedijer 2000).

Social intelligence is capability of a society or
an organisation to learn about its environment and
itself and to foresee the future. It is ability to adapt
effectively to the challenges of social changes. So-
cial intelligence contributes to a better understand-
ing of the present world dynamics and complexity
(Dedijer 2000). Intelligence of social system is not
about to be informed it is about the analysis of the
gathered information and using it in for decision-
making (Dedijer 2003).

Intelligence is first of all about the trends in
macro environment, new inventions, changing the
“rules of the game”, politics and other global and
regional processes that are important to the busi-
ness. The second layer of intelligence is industry;
three different aspects should be covered by the
intelligent activities: industrial sector, industry of
suppliers and industry of customers. The third
layer of intelligence is company level, three
groups of interest to analysis and understanding
could be distinguished: competitors, suppliers and
customers (Jucevicius 2005).

In general terms, intelligence could be de-
scribed as the skill of guessing right when sup-
ported by available information and individual
(organizational) culture. This definition implies
that intelligence is an unseen quality, which can be
both general and unitary in its nature. It can be
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social, technological, political, business, general,
know-how, etc. On the other hand, business intel-
ligence is an overall concept of competitor, tech-
nological, environmental, political intelligence
(Jucevicius, 2007).

4. Economic intelligence

Schumpeter states “the economic deals with the
problem how people behave and what economic
results they produce by behaving as they do”
(Schumpeter, 1949, p. 203-204, cited in Foss 1997).
Economic intelligence - the ability of using know-
ledge as the basis of economic advantage - has
become a key-factor of national competitiveness,
competitive advantage of nation’s lies in their
abilities to strategically handle strategic knowledge,
for their administrations, their industries, their
people, their economic wealth and social welfare
(Baumard 1993).

Economic intelligence is a new way of looking
connected to Competitive Intelligence, Knowledge
Management and Technology Watch, but some-
thing different and in the end, what really counts is
an understanding of the human dimension (Econo-
mic intelligence 2002, p.15). Regional intelligence
can be defined as the capacity of a region to both
anticipate socioeconomic change and manage the
knowledge derived from such change for the
purpose of developing policies, know-how and
innovation to eventually become a centre of
competence or a key contributor to the competi-
tiveness of existing regional companies (Regional
Intelligence and Competitiveness 2004). Definitions
show that there are four major periods in the
evolution of the Economic Intelligence concept
(Briciu et al. 2009):

e The first period, corresponding to the 1980s
and early 1990s, where the definitions are primarily
focused on processes, tools and techniques that are
described in detail (for example the definitions of
Wilensky 1967, Martre 1994);

e The second period, which covers the 1990s,
where the definitions concerned primarily the use of
economic intelligence or strategic vigil and its over-
all objectives;

The third period, which began in the late
1990s, has emerged the concepts of co-management
and collective intelligence, organizational learning
and collaborative work;

The definitions of the fourth period began in
the 2000s, and include in addition to previous no-
tions, those of cultural identity, regionalism and the
concept of “economic defence”.

Thus, Economic Intelligence concerns the set of
concepts, methods and tools, which unify all the
coordinated actions of research, acquisition, treat-
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ment, storage and diffusion of information, relevant
to individual or organization in the framework of a
strategy. These processes are coherent, permanent
and interactive and can induce real changes in deci-
sion-making mechanisms. The development of
Economic Intelligence in enterprises can affect all
the dimensions of the business. Economic Intelli-
gence, based on a set of structured methods and
tools, will bring about important changes in indi-
vidual and collective behaviour (Briciu et al. 2009).

Today economic intelligence is recognised as
a professional tool for strategy and management
for states and companies in the globalised world,
its implementation is based on three main pillars
(Ravel 2010):

e The mastering of strategic information, which

means its early collection, analysis and treatment, in
order to understand and anticipate one’s external
environment; this first step is often called ‘watch’
and is indispensable to the two other pillars;
Economic security, which is defensive and di-
rected at protecting economic assets, especially
immaterial ones;
Influence active or offensive, which means to
be at the cutting edge for seeking opportunities
and innovation and to be able to act on one’s envi-
ronment (regulations, norms, image...) and not
only be passively dependent on it.

Those three pillars have been defined in order
to make it easier to understand and implement the
concept, although they are actually interdependent
(an example: for a company, failing to anticipate a
new crucial European norm in its sector is the re-
sult of a poor watch that might put it at risk, re-
vealing a lack of influence and network as well).
Thus, it is the same for states at the international
and multilateral levels (Ravel 2010).

5. Creating the understanding how to develop
an intelligent entity

Business organizations are intelligent entities. An
understanding of this provides new ways of inter-
preting events and patterns, and offers new princi-
ples useful in deciding actions.

Organizational intelligence is the intelligence
achieved collectively by a group of people, by an
organization. It is not the sum of all of the individu-
al’s intelligences, but is the unique intelligence of
the group as a whole. This intelligence is in no way
given, or fixed,; it can be influenced along several of
its dimensions, better fitting it to specific needs.
Particularly as a result of advances in information
technologies, the competitive potential of such im-
provements is rising rapidly (Morris 2004).

Understanding how to develop an intelligent
institution is becoming one of the priorities for
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researchers in many fields of social sciences. Most
attention has so far been paid to this concept in the
business world (Bernhardt 1994, Ettore 1995, Fuld
1985, 1995, Herring 1998; Underwood 2002,
Yangblood 1998). The authors focus mainly on
issues of business intelligence or competitor intel-
ligence, trying to develop tools and approaches,
which will allow a company to preserve its com-
petitiveness. Choo (1998) and Friedman (1997)
focus on organizational learning as the key charac-
teristic of intelligence in an organizational setting.
However, both qualities are interrelated and re-
quire not just individual knowledge but also organ-
izational knowledge and well-developed internal
and external networks and supporting infrastruc-
ture. Organizational intelligence refers therefore to
many more than just intellectually competent indi-
viduals. The intelligence of the cluster or business
system is more than intelligence of the single
companies. Moreover this notion of organizational
intelligence can be applied at every level from the
small business to the region or even country.

Intelligence is an attitude, which not only pro-
vides knowledge, but spurs wisdom, because of its
comprehensive view regarding the interrelation-
ships of all aspects of business and, consequently,
the behavior of entrepreneur, organization or so-
cial system as a whole. It generates a special kind
of information product, which is content-specific
and focused towards a decision-making situation
and is highly evolved in terms of possessing con-
siderably greater informative value that the origi-
nal data extracted from the information sources.
There is an essential difference between infor-
mation and organizational intelligence as a quality
or capacity of the institution. Information can be
considered as value-added pieces of knowledge
through meaningfulness for specific person or or-
ganizations (Hedin 1992). At the same time, intel-
ligence is about having a skill of “guessing right”
based on information and organizational culture.
An effectively performed intelligence function will
work as an early warning system. Business intelli-
gence stimulates action.

At the dawn of the 21st century, industrial clus-
ters were taking over entire areas of many global
industries, such as manufacturing, R & D and prod-
uct design. As a result, leading multinationals in
different industries increasingly use industrial clus-
ters for their benefit. These multinationals would
typically involve industrial clusters either as leading
suppliers or as key customers and innovators in the
key areas of their value chain. All this suggests that
companies and their groups in a single country will
be integrated into the global business systems no
matter if they understand that and how to do it, or
not. The strategic question is whether to be a source
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or a part of partnership. And this is very much
about the intelligence. Emerging knowledge econ-
omy even sharpens the situation.

Intelligence is always about gathering and us-
ing knowledge. In that respect there is two com-
peting concepts: knowledge management and in-
telligence. Even if the both processes are quite
similar the knowledge targeted one is different.
Knowledge management function is mainly about
making best use from the internal knowledge rest-
ing in the organization, business system, city or
the state. At the same time intelligence is about
getting knowledge from the external environment.
Such a difference requires different mentality and
especially the tools.

Knowledge management and intelligence serve
as an important precondition for creating and sup-
porting innovation processes. Innovation in gen-
eral terms could be understood as a process of
transformation of knowledge into social or eco-
nomic value. As it has been mentioned earlier due
to radically changing business, social, technologi-
cal, environmental and political environment, find-
ing innovative solutions of how to deal with con-
stantly evolving new challenges are an important
precondition for success. However, an adequate
absorptive capacity of external knowledge has to
be developed by the business organization or pub-
lic institution.

6. Absorption the external knowledge

Organizations are gradually abandoning the idea,
that the generation of new knowledge is mostly an
internal process (Escribano et al. 2009). Both prac-
titioners and academics, increasingly recognize
that competitive advantages no longer rely on in-
ternal knowledge alone, but rather originate from
absorbing external knowledge. This in turn is
based on learning processes, which are directed at
exploring, assimilating, transforming, and exploit-
ing external knowledge (Camison, Fores 2010;
Lane, Koka, Pathak 2006; Lichtenthaler 2009;
Gebauer, Worch, Truffer 2011; Volberda, Foss,
Lyles 2010).

In a dynamic and turbulent environment,
knowledge represents a critical resource to create
value and to develop and sustain competitive ad-
vantages (Teece et al. 1997). Absorptive capacity
was defined originally as a firm ability to recog-
nize the value of new information, assimilate it,
and apply it for commercial purposes (Cohen,
Levinthal 1990).

While the early conceptualizations focused on
R&D - issues, later research broadened the con-
cept to developing absorptive capacity at the or-
ganizational level (Tsai 2001; Lane et al. 2006;
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Lichtenthaler 2009). The absorptive capacity con-
cept shows sufficient flexibility to be applied to
different units of analysis and in a variety of re-
search fields such as industrial organization, or-
ganizational learning, strategic management and
innovation management (Zahra, George 2002).

Lane and Koka (2006) suggest absorptive ca-
pacity research has underscored its potential to be
a major construct in organizational research. Ab-
sorptive capacity refers to one of a firms funda-
mental learning processes: its ability to identify,
assimilate, and exploit knowledge from the envi-
ronment, these three dimensions encompass not
only the ability to imitate other firms products or
processes but also the ability to exploit less com-
mercially focused knowledge, such as scientific
research. Developing and maintaining absorptive
capacity can reinforce, complement, or refocus the
firm knowledge base (Lane, Koka 2006). Dynamic
capabilities enable companies to respond to
changes in the business environment (Teece 2007),
according Gebauer, Worch, Truffer (2011), the
concept of absorptive capacity is embedded in the
debate on dynamic capabilities (Helfat et al. 2007;
Teece 2007).

Rapidly changing environments, technologies
and rules of competitiveness exacerbate the prob-
lems organizations face in attaining self-sufficiency
in knowledge creation. An inward looking approach
to knowledge creation, in which the firm relies on
its own resources, appears to be a conservative stra-
tegic option, as in that case firms miss out on the
dynamic effects of interaction between internal and
external knowledge. External knowledge enables
the firm's internal knowledge to be extended by
stimulating  competitiveness and  innovation
(Matusik and Heeley 2005).

Managers and entrepreneurs trained to act on
facts tend to discount the value of competitive
intelligence because it is not what has happened,
but rather what might happen. It is about the pos-
sibilities as to how and what kind of future might
occur. In this case, the quest for facts hardly makes
sense: there are simply no facts about the future —
it has not happened yet. Nevertheless, the future
can be quite knowable given a rigorous analysis of
the facts (Youngblood 1998). Establishing the
effective system of absorption strategic knowledge
and intelligence is becoming of big importance in
the turbulent and radically changing environment.

The intelligence function is to assure good
understanding of the context both internally and
externally with main emphasis on the last. It is
based on establishing the mechanisms for getting
the right information and knowledge and develop-
ing the ability to combine it with already existing
knowledge in different contexts. It requires
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“knowing what, why, how and who”. There is no
necessity or even sense of trying to establish con-
sensus throughout all actors in the cluster. The
main reason is to accommodate the diversity of
approaches, interpretations and to provide a cogni-
tive space for its members to inquire experiment
and discover. The principal activities are scanning
of the political, technological, social, etc., envi-
ronment, noticing what is behind and interpreting
the consequences or challenges.

7. Conclusions

Recent global crisis and the changing face of glob-
alization as well as emerging knowledge society has
revealed a number of important challenges and
trends. Development of competetiveness of local
economies, aging population, increasingly degraded
environment and changing rules of game for busi-
ness on international marketplace have a fundamen-
tal and long lasting effect. Conventional tools hard-
ly could help to solve new problems; innovative
approaches have to be employed.

The concept and the tools of intelligence may
be considered as most promising due to the quite
different mentality employed. Intelligence is an
attitude, which not only provides knowledge, but
spurs wisdom. In general terms, intelligence could
be described as the skill of guessing right when
supported by available information and individual
(organizational) culture. This definition implies
that intelligence is an unseen quality, which can be
both general and unitary in its nature. It can be
social, technological, political, business, general,
know-how, etc.

Performing the intelligence function requires
adequate capacity of organization, region or the
state to absorb external knowledge. An inward
looking approach to knowledge creation, in which
the firm relies on its own resources, appears to be
a conservative strategic option, as in that case
firms miss out on the dynamic effects of interac-
tion between internal and external knowledge.
External knowledge enables the firm's internal
knowledge to be extended by stimulating competi-
tiveness and innovation.
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