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supported this project as supervisor and co-supervisor, respectively. The project was funded by 

Spar Nord Fonden. 
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research activities, even in difficult times as we are experiencing right now. Although I managed 

my budget carefully and diligently, it still allowed me to take exciting courses, attend academic 

conferences, and offer my research contributions as open access. Thank you very much. I hope 

that Spar Nord continues to support young researchers and exciting scholarly work in the future. 

To my colleagues at DTU Entrepreneurship, I am so grateful for having been part of this amazing 

team. Jes Broeng, the head of the center, and his team including Anne Hasling Sørensen, 

Marianne Ærsøe, and Karina Skydt, have created a warm, generous, and friendly environment 

and culture where everyone can thrive. Thank you to the growing group of Ph.D. colleagues, who 

always lend you a hand when needed, and the senior colleagues for your advice, feedback, and 

support. A special thanks to Mads, who helped me with the translation of my summary. 
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Thank you also to my in-laws, Bernadette and Jens, Karina, Lucy, and Thomas, who helped me 

enormously by looking after our children so that I could work on or finalize this Ph.D. project. 
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The pervasive nature of digital transformation requires established firms to rethink their existing 

business models fundamentally and fully exploit digital technologies’ transformative potential to 

explore, develop, and implement digital business model innovations. However, recent studies 

indicate that incumbents often struggle in their digital transformation efforts and that digital 

business model innovations often are viewed as the riskiest and most difficult part of digital 

transformation. 

Academia potentially has much to offer to help managers with the digital transformation of their 

firms’ business models, but from an academic perspective, research on digital business model 

innovations remains in its infancy, with the phenomenon still poorly understood. Thus, leading 

researchers have proposed disaggregating the process of business models’ digital transformation 

into more tractable stages to gain deeper and more specific knowledge of how firms can achieve 

digital business model innovations. Therefore, this Ph.D. thesis has adopted an organizational 

change process lens that covers three stages—readiness, adoption, and implementation—to 

provide new theoretical and practical insights into business models’ digital transformation. 

This Ph.D. thesis comprises four core articles. Article A provides a review of the recent digital 

business model innovation literature and puts forth a novel definition of the construct. Article B 

addresses the issue of digital readiness, presenting a theoretically grounded, multi-dimensional 

digital readiness construct and demonstrating the importance of two dimensions in particular: 

digital technology and digital strategy. To show how some firms adopt digital changes, Article C 

reports from a study on digital innovation units, finding that leaders need to initiate and manage 

the dynamism inherent within these units to avoid critical growth traps that put these units’ 

efforts at risk. Concerning implementation, Article D focuses on a specific scenario—the 

implementation of a digital platform strategy. It introduces and defines the new digital platform 

tactics concept and presents a framework that includes a temporal and a scope dimension that 

can guide platform operators in their implementation activities. 

Overall, this Ph.D. thesis helps create a better understanding of digital business model innovation. 

Theoretically, it helps increase construct clarity, proposes conceptual frameworks, and 

disaggregates the organizational change process into three stages. Practically, this project 

contributes by deriving managerial implications that offer guidance for practitioners on how to 

achieve digital business model innovation. 

: Digital transformation; digital business model innovation; organizational change
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Den gennemgribende karakter af den digitale transformation kræver at etablerede virksomheder 

fundamentalt skal gentænke deres forretningsmodel, for fuldt ud at udnytte digitale teknologiers 

transformative potentiale, til at udforske, udvikle, og implementere digital innovation i deres 

forretningsmodel. Dog viser nye studier, at etablerede virksomheder ofte møder udfordringer i 

deres bestræbelser indenfor digital transformation og at specielt digital innovation af deres 

forretningsmodel, anses som den mest risikofyldte og udfordrende del af den digitale 

transformation. 

Den akademiske verden har potentialet til at assistere ledere i den digitale transformation af deres 

virksomheders forretningsmodeler. Fra et videnskabeligt perspektiv, er forskning i digitale 

forretningsmodeller dog stadig i det tidlige stadie og forståelsen af fænomenet er utilstrækkelig. 

Førende forskere foreslår derfor at opdele den digitale transformationsproces af 

forretningsmodeller i mere overskuelige stadier, for at opnå en dybere og mere specifik viden, om 

hvordan virksomheder kan opnå digital innovation af deres forretningsmodel. Denne Ph.d.-

afhandling baseres derfor på et organisatorisk forandringsproces perspektiv, og afdækker 

følgende tre stadier – forberedelse, adoptering og implementering – for at bibringe nye teoretiske 

og praktiske indsigter om den digitale transformation af forretningsmodeller.  

Denne Ph.d.-afhandling består af fire primære artikler. I artikel A gennemgås den seneste 

litteratur i digital transformation af forretningsmodeller og en ny definition af denne konstruktion 

fremlægges. Artikel B adresserer udfordringen med digital parathed. En teoretisk funderet 

multidimensionel konstruktion af digital parathed præsenteres, og vigtigheden af specielt to 

dimensioner fremhæves: digital teknologi og digital strategi. Med hensyn til adoptionsstadiet, så 

omhandler artikel C et studie i digitale innovationsenheder. Det fremgår af artiklen at ledere er 

nødsaget til at igangsætte og forvalte de dynamikker, der er kendetegnende for denne type af 

enheder, for at undgå kritiske vækstfælder som bringer enhedernes indsats i fare. I forhold til 

implementeringsstadiet, så fokuserer artikel D på et specifikt scenarie, nemlig implementeringen 

af digital platforms strategi. Her introduceres og defineres et nyt koncept for digital platforms 

taktik, foruden at der præsenteres en model som inkluderer både tids- og omfangsmæssige 

dimensioner, som kan guide platformsoperatører i deres implementerings aktiviteter.  

Overordnet set så bidrager denne Ph.d.-afhandling med en bedre forståelse af digital innovation 

af forretningsmodeller. Teoretisk set bidrager afhandlingen ved at øge klarheden om 

konstruktionen, fremlægge en konceptuel model, samt opdele den organisatoriske 
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forandringsproces i tre stadier. Praktisk set bidrager projektet ved at udlede ledelsesmæssige 

implikationer som understøtter vejledning af praktikere i hvordan digital innovation af 

forretningsmodel opnås. 

: Digital transformation; Digital innovation af forretningsmodeller; Organisatorisk 

forandring 
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This Ph.D. thesis is based on a main body of work covering four research articles (Article A―D), 

which will be presented in chapter 5 to 8 below. 

 

Trischler, M. F. G. & Li-Ying, J. 2022. Digital Business Model 

Innovation: Toward Construct Clarity and Future Research 

Directions. Review of Managerial Science. https://doi.org/ 

10.1007/s11846-021-00508-2 

Trischler, M. F. G. & Li-Ying, J. 2022. Exploring the relationship 

between multi-dimensional digital readiness and digital 

transformation outcomes. International Journal of Innovation 

Management: In Press 

Trischler, M. F. G.; Bason, C. & Li-Ying, J. 2022. Managing Digital 

Innovation Units―Life Cycle, Transitions, and Growth Traps. 

Research-Technology Management 65:5. https://doi.org/ 

10.1080/08956308.2022.2093585 

Trischler, M. F. G.; Meier, P. & Trabucchi, D. 2021. Digital 

Platform Tactics: How to Implement Platform Strategy Over Time. 

Journal of Business Models 9:1, 67-76. http://doi.org/ 
10.5278/jbm.v9i1.5908 

 

 

Furthermore, some work is not included in this thesis. Based on the rich data collected in 

collaboration with the Danish Design Centre (DDC), a report was published with a focus on 

corporate innovation in large, complex organizations. The analysis can be downloaded here: 

https://ddc.dk/analysis-diving-deep-into-corporate-innovation/
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Thank you for showing interest in this work. This thesis aims to provide new insights into the 

digital transformation of business models by taking an organizational change process perspective. 

It is not a monograph but a collection of articles consisting of three peer-reviewed, published 

articles (Article A, C and D), and one peer-reviewed and accepted article (Article B), which will be 

published in a forthcoming special issue on digital transformation. My recommendation is for 

practitioners to focus on chapter 1, 4, and 9. For academic peers, I suggest reading chapter 5 to 8 

first, and then the remaining chapters subsequently. 

 This chapter introduces the reader to the topic of this thesis. Chapter 1 highlights 

the motivation and aim of this project, introduces the overall research objectives 

and how they relate to the research questions, and provides an overview of the 

articles as well as an outline of the thesis. 

 This chapter describes the overall methodological approach adopted in this Ph.D. 

project. It first provides an overview of the applied research approaches and 

methods including the philosophical stance to research. It then focuses on the 

research strategy, in particular the data collection and data analysis approaches. 

And finally it describes the data validity and reliability of this Ph.D. project.  

 This chapter provides the theoretical background of this thesis. It starts by 

introducing the context of digital transformation. It then presents an overview of 

business model research, including business model innovation, and digital 

business model innovation. Chapter 3 then introduces the organizational change 

process perspective and concludes by  presenting the analytical framework. 

  This chapter provides an overview and a summary of the four research articles that 

comprise this Ph.D. project. It also lists again all research questions. 

 This chapter presents Article A, which is a state-of-the-art literature review that 

investigates the question of what defines digital business model innovation. It 

concludes with a thorough discussion of the identified key attributes and presents 

some relevant avenues for future research. 
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  This chapter presents Article B, which explores the relationship between multi-

dimensional digital readiness and digital transformation outcomes. 

 This chapter presents Article C, which reports from a study on digital innovation 

units and how leaders need to initiate and manage a dynamic life cycle and 

navigate these units to steer clear from precarious growth traps. 

 This chapter presents Article D, which introduces and defines the concept of digital 

platform tactics and presents a new framework to assist platform operators in 

implementing digital platform strategies.  

 This chapter presents the overall discussion of this Ph.D. thesis. It first highlights 

the theoretical, methodological/empirical, and practical contributions of the four 

articles. It then answers the overall research question that guided the work of this 

project: What is digital business model innovation, and how can firms achieve it? 

Moreover, it presents the limitations of this project and some implications for 

future research. 

 This chapter presents a brief summary of this Ph.D. thesis and provides some 

concluding remarks. 

 

Please feel free to connect with me on LinkedIn following the QR-Code: 

 

 



1 
 

 

This chapter focuses on introducing the reader to the Ph.D. thesis topic, beginning with an 

explanation of the motivation and aim of the thesis, then describing the research objectives and 

guiding research questions. Thereafter, it provides a short overview of the articles that comprise 

this Ph.D.’s body, article summaries, and their role in the overall research framework. Finally, this 

introductory chapter presents and describes the outline of the thesis and the remaining chapters. 

 

The COVID-19 pandemic has turned our lives and firms’ operations upside-down. Major trends, 

such as globalization, have been questioned during the global pandemic. Others, such as digital 

transformation, have been accelerated. As Microsoft CEO Satya Nadella stated: “We’ve seen two 

years’ worth of digital transformation in two months.” Digital is unlike other trends: It is here 

to stay and is becoming more powerful and pervasive every day. This is a problem for established 

firms in traditional industries that often grew up with a different set of structures and norms 

inherited from the industrial era (Volberda et al. 2021). While digital frontrunners, e.g., well-

known Silicon Valley companies like Alphabet and Meta, already have begun experimentation 

with or adoption of Web 3.0 applications and business models, many other incumbent laggards 

have struggled to adapt their business models and reposition themselves in the market. The digital 

divide is real and growing, and these firms need new insights into business models’ digital 

transformation, practically and theoretically, that can help managers reconfigure and reposition 

their organizations. 

Many examples can be found of established firms that had to discontinue operations after failing 

to transform their business models digitally. Cases in point include Blockbuster and Toys “R” Us, 

which failed in transition to digital business models. While such neglect obviously affects the 

company and its employees negatively, the adverse implications are much broader. Incumbents 

are often the backbones of municipalities and regions, helping to create a shared identity across 

generations. When these firms file for bankruptcy, it often drains regions of money, brainpower, 

traditions, and pride. With my research, I aim to help these firms—established incumbents in 

traditional industries—on their journey toward a digital business model, which I predict will be 

the cornerstone of a competitive future. 

My motivation also stems from my professional career before conducting this research project. As 

a strategy consultant in various roles, I worked with many established firms, small and large, from 
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various industries. For example, on a project that eventually led to conducting this Ph.D. research, 

the aim was to solve smart city-related challenges in Singapore with solutions developed by 

Nordic firms. Throughout the process―which involved screening and selecting proposals, 

pitching rounds, business development workshops, and matchmaking events with investors and 

challenge owners in Singapore―a recurrent topic was the Nordic firm’s business model. The 

Singaporean “challenge owners” (i.e., large local organizations who proposed smart city-related 

challenges that Nordic firms “pitched” to solve) and local investors showed particular interest in 

the Nordic firms’ digital business models. However, this was an interest only very few firms could 

satisfy. From my discussions with the Nordic managers and my observations of the Singaporean 

stakeholders, it became clear that digital business model innovations are highly relevant, yet very 

complex and difficult to achieve. 

 

Academic researchers and practitioners agree that firms need to engage with digital 

transformation to reconfigure business models and reposition themselves in new markets to 

remain competitive in the future (Berman 2012; Berman et al. 2016; Linde et al. 2020; Volberda 

et al. 2021; Dąbrowska et al. 2022). In fact, recent research demonstrates how digital 

transformation pays off as digital leaders achieve revenue growth rates and compound annual 

growth rates (CAGR) that are more than double those of digital laggards (Iansiti and Nadella 

2022). Still, many firms find themselves on the sidelines, watching how disruptive pioneers are 

extending their leads on the digital speedway (Mugge et al. 2020). Even when firms embark on 

digital transformations, the evidence suggests that their efforts to achieve this often fail to meet 

their goals (Schallmo et al. 2017; Vial 2019; Volberda et al. 2021). A natural question then arises: 

Why do so many established firms’ digital transformations fail? 

From past research, we know that any change is difficult to implement within organizations 

(Kraus et al. 2022). From studies that focus particularly on digitalization’s impact on small and 

medium-size enterprises (SMEs), we learn that digital transformation is taking place slowly for 

four main reasons (Gruber 2019). First, smaller companies often have a very narrow or niche 

focus, rendering them less exposed to the need for rapid digitalization. Second, smaller firms often 

lack resources and managerial vision to understand  digital transformation’s impact fully. Third, 

SMEs usually adopt a gradual approach to digitalization compared with larger companies. Finally, 

digitalization investment within SMEs heavily relies on each firm’s financial performance, and it 

is often the case that they have limited resources to use in this area. Furthermore, Davenport and 

Westerman (2018), as well as Kane (2019), have concluded that many firms assume that success 
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is achieved through technological superiority, but that this “technology fallacy” is insufficient. 

Against this backdrop, many scholars and practitioners argue that digital transformation is a 

strategic issue that involves fundamental changes in a firm’s business model (Bouwman et al. 

2019; Verhoef et al. 2021). 

A general consensus has been established that business model innovation is an intrinsically 

challenging endeavor for established firms (Koen et al. 2011; Fjeldstad and Snow 2018; Snihur 

and Wiklund 2019). However, conventional business model innovation often results in rather 

static business models that usually remain in place for several years, whereas digital business 

model innovation is highly dynamic (Soluk et al. 2021; Trischler and Li-Ying 2022). Thus, 

business models’ digital transformation often is viewed as even more difficult than conventional 

business model innovation, as “digital” adds an additional dimension of complexity to the 

organizational change process (Nambisan et al. 2017; Sorescu 2017; Caputo et al. 2021; Klos et al. 

2021; Kurti et al. 2021; Volberda et al. 2021). To develop a more comprehensive understanding 

and help managers with their digital transformation efforts, academic researchers increasingly 

are interested in digital business model innovation (Ritter and Pedersen 2020; Caputo et al. 2021; 

Andersen et al. 2022). However, significant unchartered territory remains (Aagaard 2019). In 

particular, the field appears to face challenges from high levels of conceptual ambiguity (Veit et 

al. 2014; Kohli and Melville 2019; Ritter and Pedersen 2020; Trischler and Li-Ying 2022), 

hindering scholars and practitioners’ efforts to develop a holistic understanding of business 

models’ digital transformation (Schallmo et al. 2017; Caputo et al. 2021; Verhoef et al. 2021; 

Volberda et al. 2021).  

 Source: Own illustration 

Thus, this Ph.D. project’s objective was twofold (see Table 1.2-1). First, this project aims to help 

increase the digital business model innovation construct’s clarity to help the field develop 

systematically and coherently. Second, the thesis aims to generate new theoretical and practical 
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insights into digital business model innovation to enable established firms’ managers to plan and 

perform digital transformations of their respective firms’ business models.  

 To achieve these two objectives, this thesis poses the following research question (RQ): 

: What is digital business model innovation, and how can firms realize it? 

To examine this research question, I adopted an organizational change process perspective 

following Furr et al. (2022), who proposed that to better understand digital transformation more 

deeply, scholars need to start disaggregating it into more tractable constructs. Thus, the 

organizational change process lens is highly relevant, as it disaggregates the digital business 

model innovation phenomenon, allowing for development of deeper insights, both theoretically 

and practically. 

Successful implementation of change generally proceeds through three stages: readiness; 

adoption; and implementation (Gfrerer et al. 2021). Readiness refers to an organization’s ability 

to cope with and undertake a transformational process or change, adoption means learning new 

concepts, and implementation is when firms institutionalize new concepts (Cummings et al. 2016; 

Pirola et al. 2020; Gfrerer et al. 2021). Thus, business models’ digital transformation is a specific 

change scenario that follows the readiness, adoption, and implementation stages (see Fig. 1.2-1). 

 

Source: Own illustration adapted from Gfrerer et al. 2021 

This thesis comprises four articles that aimed to answer the overall research question (RQ). The 

first article (Article A) took stock of the existing, contemporary academic literature on digital 

business model innovation and provided a new definition of the concept, aiming to answer the 

following research question (RQ1): 
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: What defines digital business model innovation, and how is the construct related to digital 

transformation? 

The second article (Article B) addressed the issue of digital readiness, arguing that it is a multi-

dimensional construct, and examined which dimensions contribute positively to digital 

transformation outcomes by addressing the following research question (RQ2): 

: Which dimension(s) of digital readiness are important to digital transformation outcomes 

for small companies? 

A key lesson from Article B was that smaller incumbents generally are less advanced in their 

digital maturity. For the third article (Article C), which concerned how firms adopt changes, it was 

therefore decided to focus on larger firms that are exploring and developing digital business model 

innovations more systematically and intensively. Indeed, many larger firms establish digital 

innovation units, which are loosely coupled business entities with a presumed focus on digital 

innovation, to accelerate and drive the parent organization’s digital transformation journey. 

However, many of these units generate only mediocre results. Thus, Article C helped create a 

better understanding of leaders’ role in turning digital innovation units into catalysts of change, 

answering the following research question (RQ3): 

: How do leaders of established firms manage the dynamism inherent within digital 

innovation units, which enable business models’ digital transformations? 

Through interactions among managers and leaders of larger incumbents who are involved actively 

in the digital transformation of their firms and in the development of digital business model 

innovations, it became apparent that a major concern of these firms is to launch and execute 

digital platform strategies. Therefore, the fourth article (Article D) dove into a particular 

implementation case: the implementation of digital platform strategy. The article offered 

guidance on the range of activities necessary to implement and competitively operate digital 

platform business models, addressing the following research question (RQ4): 

: How do firms tactically implement strategic decisions to build and operate platform 

business models? 

Taken as a whole body of work, these four articles provided new insights into the contemporary 

change management process, which transforms traditional business models into digital ones. 
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The four articles that this Ph.D. comprises examined different stages of the organizational change 

process regarding business models’ digital transformation. Table 1.3-1 provides an overview of 

these articles, their role in the overall research framework, and a short summary. 

―

Source: Own illustration 

 

The remainder of this Ph.D. thesis is structured as follows. The next chapter, Chapter 2, provides 

an overview of the methods applied and approaches adopted in this project. Chapter 3 introduces 

the theoretical background and explains the overall analytical framework of this thesis. Chapter 4 

provides a brief summary of the four articles comprising the body of this work. Chapters 5―8 

present Articles A―D. Finally, Chapters 9 and 10 illustrate this Ph.D.’s main contributions and 

offer an overall discussion and conclusion. 
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The following section briefly outlines the methodological assumptions and choices adopted in this 

thesis. Table 2-1 provides an overview of the four articles included in this study and their research 

approaches, designs, and strategies. 

Source: Own illustration 

 

An important part of the research approach is a conscious decision regarding the philosophical 

stance toward research (Rabetino et al. 2021). The philosophy of science informs the theoretical 

lens to interpret and understand what is observed in research, i.e., the nature of the phenomenon 

examined (ontology), the methods for understanding it (epistemology), and values and ethics’ 

roles in the research process (axiology) (Saunders et al. 2019). The philosophy of science adopted 

in this thesis is pragmatism, which lies between relativism and positivism, the two outer ends of 

the spectrum of philosophical choices. Inspired by Charles Peirce’s (1839-1914) work, pragmatism 

is a philosophical stance in which research starts with a problem and aims to contribute practical 

solutions that inform future practice (Saunders et al. 2019). Table 2.1-1 provides an overview of 

the ontological, epistemological, and axiological considerations of pragmatism. 

Peirce also introduced the research approach of abduction, arguing that abduction’s logic is the 

essence of pragmatism, i.e., seeking to reconcile that knowing and doing are indivisibly part of the 

same process (Campbell 2011). Abduction often is proposed as a third mode of reasoning (along 
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Source: Adapted from Saunders et al. (2019) 

with deduction and induction), involving a back-and-forth engagement between theory and the 

empirical world (see Figure 2.1-1) (Bryman and Bell 2011). It assigns primacy to the empirical 

world, but in the service of theorizing (Van Maanen et al. 2007). In this thesis, I adopted an 

abductive approach, acknowledging that abduction is a continuous process taking place during all 

phases of the research process (Van Maanen et al. 2007). Given the fast-paced nature of digital 

technologies and transformations, and the rapidly growing literature in the field, a pragmatic, 

abductive approach was deemed most suitable, allowing for an iterative approach that involves 

switching continuously between the literature review, data collection, and idea development.  

 

Source: Own illustration inspired by Kovacs and Spens (2006) 
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In line with the abductive, pragmatic approach adopted in this thesis, I applied both quantitative 

and qualitative methods (Yu and Khazanchi 2017). While quantitative research emphasizes 

quantification in the collection and analysis of data, qualitative research usually emphasizes 

words in the collection and analysis of data (Bryman and Bell 2011). Several strategies to combine 

quantitative and qualitative research exist; thus, to answer the overall research question of this 

thesis, this project adopted an embedded mixed-methods design (Bryman and Bell 2011). 

Referring to the organizational change process adopted in this thesis, Article A is a conceptual 

study that laid the foundation for the remaining articles. Article B addressed the issue of readiness 

through a quantitative study, while Article C reported from a qualitative study on how firms adopt 

changes. Finally, Article D is a conceptual paper that focused on the implementation stage. Figure 

2.2-1 visualizes the adopted research design. 

 

Source: Own illustration 

Applying mixed methods to answer the overall research question has several strengths. As argued 

by Johnson and  Onwuegbuzie (2004), by combining quantitative and qualitative data, the result 

is likely to generate complementary strengths, which (ideally) is superior to single-method 

studies. Moreover, the mixed-methods approach enables researchers to explore phenomena―in 

this case the digital transformation of business models―from more than one perspective. 

 

The section below describes this Ph.D. project’s research strategy, explaining the data collection 

approaches applied throughout the thesis, as well as the different methods used for data analysis. 
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Literature reviews can take many forms and can vary from systematic to less systematic ones (Post 

et al. 2020). Snyder (2019) distinguishes between systematic and integrative literature reviews, 

with the former  commonly used to synthesize and compare evidence and the latter used to inform 

the development of conceptual frameworks. Article A adopted a more systematic approach to 

reviewing the contemporary literature on digital business model innovation (see Trischler and Li-

Ying 2022), applying a state-of-the-art method to launch a comprehensive search of the current 

literature (Grant and Booth 2009). However, Article D took a more integrative approach. This 

structured literature review (Webster and Watson 2002) identified and reviewed selected key 

studies that helped build the conceptual model proposed in this article (see Trischler et al. 2021). 

The quantitative data collection in this thesis is based on self-administered questionnaires 

(Bryman and Bell 2011). Article B relied on a web-based survey comprising questions regarding 

the multi-dimensional digital readiness construct. A major disadvantage of self-administered 

questionnaires is that the researchers do not know who answers them (Bryman and Bell 2011). To 

circumvent this issue, we adopted a key informant approach (Huber and Power 1985; Lechner et 

al. 2006), i.e., the respondent(s) should have  profound knowledge of the organization’s digital 

readiness and transformation efforts.  

Qualitative data often are collected using several research approaches (Bettis et al. 2015). In this 

thesis, we applied semi-structured and peer-to-peer interviews, as well as roundtable discussions, 

to collect data. Interviews are situated, face-to-face interactions in which researchers pose 

questions that respondents answer (Gephart 2004). For Articles B and C, we used a semi-

structured approach during pilot and follow-up interviews (Goffin et al. 2019). In semi-structured 

interviews, the researcher has a list of open questions on (fairly) specific topics to be covered, but 

the interviewee has a great deal of leeway on how to reply (Bryman and Bell 2011). 

For Article C, we further applied a peer-to-peer interview method. This approach is unlike the 

peer-to-peer method frequently referred to in medical studies, in which peers are used to gain 

access to vulnerable groups where researchers are viewed as an authority, outsider, or member of 

an (unwelcome) elite (Hirzalla and Zoonen 2017). In our case, which the “classic” focus group 
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method inspired (Gephart 2004), we put two respondents in a virtual room (via Zoom) and let 

them discuss a set of predefined topics. We, as researchers, assumed only an observational role 

and acted as a host and timekeeper of the conversation. This approach proved highly successful 

based on respondents’ appreciation of it, as it deviated from the typical interviewer-interviewee 

relationship and instead allowed for an in-depth discussion based on mutual interests and 

expertise. 

As a third qualitative data collection method, we used roundtable discussions. For Article C, 

subsequent to the peer-to-peer interviews, we organized three (virtual) roundtables in which we 

invited all participants to join. The discussions started out with a presentation (i.e., of our 

preliminary findings), followed by a lively discussion with the participants. These sessions helped 

us refine and validate our research, allowing the participants to connect and interact on a higher 

level. 

 

For Articles A and D, which are both conceptual studies based on literature reviews, we applied 

two different data analysis methods. Article A relied on a thematic analysis inspired by Braun and 

Clarke (2006). Here, getting familiarized with the data, generating initial codes, searching for 

themes or attributes, and reviewing and defining themes occur in an iterative nature. These 

themes or attributes comprise the basis of the new definition of digital business model innovation 

(Trischler and Li-Ying 2022). For Article D, we followed Rauch et al. (2014), who suggested 

interpretive synthesis as a suitable approach to research. Interpretive synthesis refers to the 

development of new interpretations or an innovative articulation of existing study findings 

(Gawer 2021), requiring deconstruction and decontextualization of study findings (Rauch et al. 

2014). The result is a novel framework for digital platform tactics (Trischler et al. 2021). 

To analyze the data for Article B, we used IBM’s SPSS software, which is the most common 

computer software to generate statistics in social science (Bryman and Bell 2011). Given the 

ordinal nature of the dependent variables, an ordinal logistic regression was applied to test the 

hypotheses. For more details, please refer to article B in chapter 6. 
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One advantage of qualitative research is that it can generate rich, detailed descriptions of actions 

in real-life contexts that preserve the actual meanings that actors ascribe to these actions and 

settings (Gephart 2004). Thus, a key feature of qualitative research involves the identification of 

patterns that comprise the basis for theory development and further empirical investigation 

(Bettis et al. 2015). For this, several approaches exist (Gehman et al. 2018). Article C adopted the 

Gioia method for qualitative data analysis. Simply put, this method entails five main steps to data 

analysis, namely (i) performing initial data coding (first-order terms), (ii) developing a 

comprehensive compendium of first-order terms, (iii) organizing first-order codes into second-

order themes, (iv) distilling second-order themes into overarching dimensions, and (v) 

assembling the data structure (Gioia et al. 2013). The resulting data structure is displayed in 

Figure 7.3-2. 

 

Research quality typically is appraised through its validity (research accuracy) and reliability 

(research consistency). Throughout this research project, several measures were taken to enhance 

the quantitative and qualitative data’s validity and reliability. Table 2.4-1 provides an overview of 

the measures taken. 

Source: Own illustration 

For the quantitative data of this thesis, enhanced validity was achieved by basing the survey items 

on existing, contemporary, and influential academic work. Some of the latest publications on 

digital transformation in leading journals were reviewed, and based on this, questions were 

derived that were distributed via a web-based survey. The survey link was sent out to a random 

sample of Danish firms, and 207 responded. In terms of reliability, we applied a set of statistical 

methods (e.g., Kaiser-Meyer-Olkin’s Measure of Sampling Adequacy, Cronbach’s alpha) to 

measure our selected methods and items’ accuracy. 

For the qualitative data, interviews were conducted until a point of (theoretical) saturation was 

reached. After having conducted pilot and peer-to-peer interviews, as well as roundtable 
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discussions, the final set of follow-up interviews with the digital innovation units’ leaders 

generated only limited new insights. However, this variety of applied interview methods allowed 

for triangulation of the qualitative data, an important aspect of data validity. To enhance 

reliability, all interviews were recorded (some even video-recorded) and transcribed. For the data 

analysis, we relied on an inter-coder approach (where applicable), i.e., two or more researchers 

were involved in independently coding the data sets. 
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The following section provides the theoretical background of this Ph.D. thesis. First, it introduces 

recent developments concerning digital transformation and distinguishes the concept from 

related terms. Second, it provides background on business model research and business model 

innovation. Third, the organizational change process is introduced and explained. Finally, the 

analytical framework adopted in this thesis is described. 

 

Digital transformation is a megatrend that permeates industries and society alike. For most firms, 

it is not a question of if, but when and to what extent they will be transformed digitally (Weill and 

Woerner 2015). Thus, this section sets out to provide an overview and definition of the concept, 

as well as an outline of existing research on digital transformation’s impact on traditional 

businesses, i.e., incumbents. Furthermore, digital transformation is discussed in the context of 

the COVID-19 pandemic, which put enormous pressure on established firms to initiate, 

implement, and enforce digitization and digitalization efforts.  

 

In recent years, digital transformation has emerged as an important phenomenon in several 

disciplines, e.g., strategic management (Cennamo et al. 2020), innovation management (Appio et 

al. 2021), and information systems (Vial 2019). While this multitude of perspectives is beneficial 

to gaining new insights concerning digital transformation, the diverse literature suffers from a 

lack of mutual understanding of what exactly digital transformation is (Warner and Wäger 2019; 

Hanelt et al. 2020). Various existing definitions differ in focus and construct clarity, but 

researchers recently have aimed to unify these existing definitions. This thesis adopts Gong and 

Ribiere’s (2021) definition of digital transformation as “a fundamental change process enabled by 

the innovative use of digital technologies accompanied by the strategic leverage of key resources 

and capabilities, aiming to radically improve an organization and redefine its value proposition 

for its stakeholders” (p. 12). 

Closely related to digital transformation are the terms digitization and digitalization, which 

scholars and practitioners frequently use interchangeably, although they are not interchangeable 

(Teubner and Stockhinger 2020). Digitization refers to the encoding of analog information into a 

digital format (Yoo et al. 2010). This transformation-oriented view typically relates to internal 
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and external documentation processes (i.e., digital artifacts, images, forms, etc.), but does not 

involve changes in value-creation activities (Verhoef et al. 2021). However, digitalization is used 

to describe changes in an organization or an organization’s business model due to its increasing 

use of digital technologies (Rachinger et al. 2018), extending the often-narrow focus on cost 

savings and efficiency gains inherent within digitization to enable firms to seize new business 

opportunities, improve processes, or create new customer value (Verhoef et al. 2021).  

Digitization and digitalization are the incremental precursors and preconditions for the most 

pervasive phase of digital transformation (see Figure 3.1.1-1). Digital transformation goes beyond 

digitalization (and digitization) by affecting the whole company with broad organizational 

implications in which, most notably, the firm’s business model is subject to change (Verhoef et al. 

2021). In this context, information systems researchers have proposed that technology and 

business effectively are “fused” into one fabric, challenging the perspective that information 

technology is simply a tool kept at arm’s length from business activities (El Sawy and Pereira 

2013). Others have asserted that digital transformation carries both positive and negative 

implications that go beyond the organization’s immediate remit and affect individuals, 

ecosystems, and geopolitics, emphasizing its pervasive nature (Dąbrowska et al. 2022). 

To better understand the positive and negative implications for established firms, the following 

section addresses opportunities and challenges that incumbents face when embarking on a digital 

transformation journey. 

 

Source: Own illustration inspired by www.i-scoop.eu 
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Digital transformation fundamentally differs from prior IT-enabled transformations or changes 

induced by traditional technological innovations (Bharadwaj et al. 2013; Vial 2019; Caputo et al. 

2021). The physical and digital worlds increasingly are converging (Rachinger et al. 2018), putting 

pressure on established firms to initiate and implement digital transformations. Digital 

transformation concerns both innovative and less-innovative sectors, the latter typically 

characterized by limited technological investments (Teece 2010; Warner and Wäger 2019), as well 

as larger and smaller firms, the latter of which also have an inherent disadvantage due to their 

smaller size (Kraus et al. 2022). Furthermore, digitalization has stimulated and favored 

competition in markets characterized by legal and financial barriers (Caputo et al. 2021). As such, 

digital disruption of incumbents commonly comes in the form of new entrants (i.e., digital-born 

startups, e.g., Uber and Airbnb), traditional competitors’ new business models, and firms crossing 

industry boundaries (e.g., Amazon entering the film market) (Weill and Woerner 2018). 

In response, the digital transformation topic has become a strategic imperative on leadership 

agendas to protect incumbent advantages in traditional industries (Warner and Wäger 2019). 

Unlike traditional forms of strategic change and IT-enabled transformations, digital 

transformations are more complex, as they require a fundamental change in an organization’s 

underlying mindset, culture, systems, and tools to reposition all or part of an organization (Mugge 

et al. 2020). The wide adoption of digital technologies, particularly so-called SMACIT (i.e., social, 

mobile, analytics, cloud, Internet of Things technologies), has created a business environment of 

volatility, uncertainty, complexity, and ambiguity that incumbents need to learn to navigate 

(Sebastian et al. 2017; Schoemaker et al. 2018; Vial 2019). Industries are becoming less distinct, 

and entry barriers are less cumbersome, forcing companies to rethink and redesign how they  

achieve their goals (Massa et al. 2017). In short, digital transformation and technologies are 

changing the rules of the game for most incumbents in many industries (Hinings et al. 2018). 

Scholars repeatedly have found that digital transformation pays off in terms of the financial 

bottom line or enhanced firm performance (Ferreira et al. 2019; Martínez-Caro et al. 2020; Tsou 

and Chen 2021; Iansiti and Nadella 2022). However, established firms often are held back by 

inertial inclinations and resistance to change (Vial 2019). Thus, embarking on a digital 

transformation journey is no easy endeavor for established firms. Incumbents often “grew up” 

with a very different set of structures and norms inherited from the industrial era of the early 20th  

century (Volberda et al. 2021). These structural components, both tangible and intangible, are so 

firmly fixed into the organization’s roots that they often stifle digital technologies’ innovative and 
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disruptive power (Vial 2019). In today’s digital world, the scope, scale, and speed of change have 

increased dramatically, rendering these existing structures and norms useless or less useful 

(Bharadwaj et al. 2013). Thus, the path to digital transformation for established firms is 

paradoxical and replete with fallacies (Kane 2019; Linde et al. 2021), in which firms often invest 

in projects that are digital, but not transformational (Soto-Acosta 2020). In other words, digital 

technologies often do not offer a competitive advantage due to their general availability. Instead, 

firms need to transform and differentiate their businesses fundamentally to remain competitive 

(Weill and Woerner 2018). 

Academia has proposed several ways to overcome this inertial inclination and avoid digital 

transformation fallacies. For example, incumbents can start with minor changes (i.e., related to 

digitization and digitalization) to transform their traditional business operations gradually into 

digitally mature ones (Verhoef et al. 2021). They also may build a digital service platform, with 

the aim of generating business agility and rapid innovation, on top of an operational backbone 

that ensures business efficiency and technological reliability (Sebastian et al. 2017). Other 

concrete steps to manage a digital transformation successfully include aligning resources with 

strategies, adopting a permeable organizational design, nurturing agile design principles, 

recruiting entrepreneurial and communicative leaders, and investing heavily in training core staff 

(Mugge et al. 2020). 

In conclusion, it has become evident that digital transformation has gone from being a 

technological opportunity to a pure necessity for established firms to keep pace and compete in 

the new digital reality (Kraus et al. 2022). The COVID-19 pandemic has accelerated further the 

need for many firms to embrace digital transformation. The following section briefly reflects on 

this phenomenon. 

 

In mid-March 2020, a large number of countries, international organizations, and other agencies 

agreed that the COVID-19 pandemic required drastic measures (Foss 2020). Governments 

worldwide imposed economic lockdowns, forcing businesses to close brick-and-mortar stores, 

halt production, and stall projects. As an immediate result, small and large businesses have been 

pushed to the brink of extinction (or beyond) because of a lack of demand from customers or 

unavailable supply due to collapsed supply chains (Li-Ying and Nell 2020). 

While some of these measures’ broader implications remain to be seen and understood fully, what 

has become evident is that the COVID-19 pandemic has accelerated the digital transformation of 
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entire industries, e.g., retail, hospitality, and education (Soto-Acosta 2020; Kraus et al. 2022). 

However, firms that already were lagging behind digital frontrunners have been left in a state of 

total chaos, making it even more difficult for these firms to catch up (Lee and Trimi 2021; 

Volberda et al. 2021). Thus, the chasm between digital-born startups and Big Tech firms on the 

one side and incumbents from traditional industries on the other is widening. 

 

The business model concept is well-established in the area of strategic management, and 

recognition of the business model as an object of innovation on its own has grown. The following 

section outlines the background of the business model concept and business model innovation 

research, introducing further and briefly explaining the digital business model innovation 

concept, including one of its most sophisticated types: the digital platform business model. 

 

The business model concept has received much attention since the rise of Internet companies in 

the late 1990s (Zott et al. 2011). Novel startups that seemingly disrupted traditional businesses 

attracted practitioners and scholars from various fields, e.g., information management, strategy, 

or organizational studies (Wirtz et al. 2016). As such, initial research on the business model 

concept drew from and integrated a variety of academic and functional disciplines, gaining 

prominence in none (Chesbrough and Rosenbloom 2002). Characteristic of early contributions 

in the field was a missing common and widely accepted language and definition of the business 

model concept. Scholars frequently have criticized this lack of construct clarity over the years 

(Morris et al. 2005; Wirtz et al. 2016), with some critically pointing out the lack of a theoretical 

underpinning of the concept (Teece 2010), though recent attempts to fill this literature gap have 

been made (Ritter and Lettl 2018). 

Despite these issues in the early stages of business model research, exploration in the field has 

expanded (Massa et al. 2017). Recently, a convergence in the literature appears to have surfaced 

(Wirtz et al. 2016), asserting that a business model can be understood as “a description of an 

organization and how that organization functions in achieving its goals” (Massa et al. 2017, p. 73), 

defining how a firm creates, delivers, and captures value (Teece 2010; Foss and Saebi 2017). 

According to Gassmann et al. (2016), the field appears to have emerged into its own discipline, 

building on the established area of strategic management on one hand, and technology and 

innovation management on the other.  
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However, various perspectives on the business model remain (Wirtz et al. 2016; Massa et al. 2017; 

Ritter and Lettl 2018). On one hand, scholars view the business model as a cognitive-linguistic 

phenomenon using mental models or narratives to describe it. On the other hand, business 

models are viewed as real “things” that can be modeled formally (Gassmann et al. 2016; Massa et 

al. 2017; Tavoletti et al. 2021). This thesis draws on three schools of thought, adopting a more 

“realist” view of the business model, including the technology-driven school, duality school, and 

strategic choice school (see Table 3.2.1-1).  

The first perspective, the technology-driven school, is influenced heavily by the success story of 

the Xerox copier, described by Chesbrough and Rosenbloom (2002) in their seminal article in 

which they argue that a technology’s inherent value remains latent until its commercialization 

and that the business model mediates between the technical and economic domains. Building on 

these insights, Teece (2010) proposed the Profiting From Innovation Framework and the role of 

dynamic capabilities in designing viable business models (Gassmann et al. 2016). Since then, the 

aspect of dynamics in business models, particularly regarding dynamic capabilities, has 

experienced a surge in research interest (e.g., Agarwal and Helfat 2009; Barreto 2010; Teece and 

Linden 2017). This thesis draws on the concepts of dynamic capabilities in Articles A, B, and D. 

In Article A, we discussed the role of dynamic capabilities in the dynamism of digital business 

model innovation. Article B relates one of its findings―the importance of capacity to change―to 

the current debate on digital dynamic capabilities. Finally, in Article D, we linked dynamic 

capabilities with the digital platform tactics concept. 

Source: Own illustration based on Gassmann et al. (2016) 
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The second perspective, the duality school, links the business model concept to ambidexterity, 

i.e., the ability to balance two types of conflicting behavior: exploration (of the new) and 

exploitation (of the existing) (Gassmann et al. 2016). Of key interest here is how to resolve 

tensions when managing dual business models (Li et al. 2008). Scholars following this perspective 

have suggested several approaches to overcome this conflict, including structural separation (i.e., 

launching the new business model in a separate business unit), contextual ambidexterity (i.e., 

organizations need to design the appropriate context to encourage employees to balance 

competing demands), and temporal ambidexterity (i.e., undertaking incompatible activities at 

different times) (Markides 2013). This thesis in particular draws on the structural separation 

proposed to achieve ambidexterity. In Article C, we examined how leaders of digital innovation 

units manage the dynamism inherent within these units. Digital innovation units themselves can 

be viewed as a way to achieve ambidexterity, in which the parent organization focuses on 

exploitation and the innovation unit on exploration. But we also found ambidextrous behavior 

within the units, in which leaders aim to shift their units’ efforts between periods of exploitation 

(incremental innovation close to the parent organization) and exploration (radical innovation 

removed from the parent organization). 

Finally, the third perspective, the strategic choice school, views a business model as a result of 

strategic choices (Gassmann et al. 2016). One of this school’s main contributions is the attempt to 

elucidate the persisting debate on how strategy and business models intersect (Massa et al. 2017). 

Casadesus-Masanell and Ricart (2010) clearly distinguished between strategy and business 

model, defining strategy as “the choice of business model through which the firm will compete in 

the marketplace” (p. 196), and  business model as “the logic of the firm, the way it operates and 

how it creates value for its stakeholders” (p. 196). Based on a generic two-stage model, the authors 

explained that business models are the result of strategic decisions. Once a business model is 

employed, the firm has a set of choices (tactics) that determine how much value the firm creates 

and captures. Figure 3.2.1-1 visualizes the strategic choice perspective on business models. In this 

thesis, we draw on this perspective in Article D, in which we applied this understanding to digital 

platform models. We introduced and defined the term digital platform tactics, as well as 

demonstrated how platform owners implement platform strategy over time.  
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Source: Adapted from Casadesus-Masanell and Ricart (2010) 

 

Traditional business model research has treated the concept as a static phenomenon (Casadesus-

Masanell and Ricart 2010), but consensus has been growing among scholars and practitioners 

that companies need to change, adapt, and innovate their business models to sustain success over 

time (Chesbrough 2010; Teece 2010; Hacklin et al. 2018; Bouwman et al. 2019). Thus, business 

model innovation can be viewed as a new source of innovation, complementing the traditional 

subjects of process, product, or organizational innovation (Zott et al. 2011; Foss and Saebi 2017; 

Massa et al. 2017). 

Engaging with business model innovation provides a new opportunity to outperform the 

competition, in tandem with other dominant strategies, e.g., lower prices based on cost 

advantages, more desirable products and services, more choices and information, and close 

personal relationships (Mitchell and Coles 2003). Startups in particular, as well as innovative Big 

Tech companies, have been rethinking existing business models to disrupt entire industries. 

However, business model innovation is not restricted to these companies. On the contrary, it has 

become an important management issue for all companies under margin and competitive 

pressures (Gassmann et al. 2016). Nevertheless, business model innovation is complex, and 

established firms often face a set of challenges. First, many firms’ existing innovation capabilities 
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are rooted in technology and budget-heavy research and development programs, but when it 

comes to business model innovation, these capabilities are no longer relevant. Instead, 

incumbents require a new set of (business model) innovation capabilities, e.g., a focus on 

experimentation rather than analysis (McGrath 2010) or deep customer and competitor 

knowledge (Teece 2010). Second, a paradox inherent within business model innovation exists, 

i.e., it should be undertaken when necessary, but it must be initiated well in advance, when the 

“old” model is still profitable (Euchner 2016). In this regard, Chesbrough (2010) refers to the 

dominant logic as a cognitive barrier to business model innovation. Third, established firms often 

are handicapped by a leadership gap regarding business model innovation (Chesbrough 2007). 

Incumbents fail to allocate the role and responsibility of business model innovation to a single 

person or business unit.  

In line with digital transformation’s pervasive nature, many firms have started to explore and 

implement digital business model innovations. The following section focuses on this emerging 

phenomenon. 

 

To respond to the opportunities and challenges that digital transformation offers, many firms are 

designing, developing, and implementing digital business model innovations (Berman 2012). In 

fact, the turbulent and uncertain “digital” context affects the likelihood of (digital) business model 

innovations (Teece 2010), particularly if firms perceive digital transformation and disruption as 

threats rather than opportunities (Saebi et al. 2017). According to Weill and Woerner (2013), a 

digital business model challenges the physical brick-and-mortar business model in three main 

areas: internal power, i.e., who “owns” the customer experience; business processes that cut 

across the organization; and data that become a company-wide asset. They further proposed that 

a digital business model comprises three components: content (what is consumed); experience 

(how it is packaged); and platform (how it is delivered) (Weill and Woerner 2013). Based on a 

recent literature review, Ahmad et al. (2020) proposed a slightly extended set of digital business 

model components and their implications for the focal firm, which are listed in Table 3.2.3-1. 
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Source: Own illustration based on Ahmad et al. (2020)  

Strengthening the digital business model and innovating new ones, although challenging, are of 

utmost importance for many established firms to remain competitive and reach new customers 

and markets. A digital business model innovation refers to purposeful, non-trivial, dynamic 

changes made to key elements of the business model by transforming analog physical objects, 

processes, or content into primarily (or entirely) digital formats (Trischler and Li-Ying 2022). 

Manifold examples exist of digital business model innovations that can be categorized into five 

broad archetypes: (i) reinventing industries (e.g., Uber's reshaping of the taxi industry structure); 

(ii) substituting products and services (e.g., Amazon's Kindle substitution of physical books); (iii) 

creating new digital businesses (e.g., Nike+ Sensor connectivity to Apple devices); (iv) 

reconfiguring value delivery models (e.g., Volvo's embedding of digital artifacts into cars); and (v) 

rethinking value propositions (e.g., Entravision's advanced use of data analytics to target unmet 

customer needs) (Westerman et al. 2014b; Warner and Wäger 2019).  

One variant of digital business model innovation that combines several of these archetypes is the 

two- or multi-sided platform, which has achieved staggering success and notoriety, outperforming 

and displacing traditional business models (Allweins et al. 2021). Unlike conventional business 

models, which often focus on creation of tangible products sold through traditional sales 

channels, platform businesses instead enable value creation by facilitating and orchestrating 

economic interactions (Massa et al. 2017; Rietveld and Schilling 2020). A major driver of their 

success lies within network effects, i.e., the more users there are on one side of the platform, the 

more valuable it becomes for users on the other side (Rochet and Tirole 2006). Understanding 

these dynamics of platform competition has become a strategic imperative for managers, as many 

of the world’s most successful companies operate one or more prominent platforms (McIntyre et 
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al. 2021a). Examples include Apple’s iTunes store, Amazon’s marketplace, Facebook, or Alibaba. 

For instance, in the case of Amazon’s marketplace, more buyers lead to more sellers, and more 

sellers lead to more buyers. In addition to these reinforcing dynamics, data network effects 

recently have become an essential ingredient for platform success (Wortmann et al. 2022). The 

value from these data network effects predominantly is created by user-generated data, learning 

from it, and scaling it across all users on the platform (Gregory et al. 2021).  

However, firms aiming to achieve platform and data network effects are confronted with the so-

called “chicken-and-egg” paradox, which refers to the challenge of convincing one side of the 

multi-sided network to join without the presence of the other(s) (Trabucchi 2020). Digital 

platform business models, particularly the type of integrated platforms that contain elements of 

transaction and innovation platforms (Gawer 2021), are among the most powerful business 

models; thus, they are also the most complex to realize (Weill and Woerner 2018). Therefore, 

established firms often set up a presence on existing platforms before creating their own digital 

platform business models. Notwithstanding, some established firms successfully have launched 

and operated digital platform business models, including Lanxess’ CheMondis (an online 

marketplace for chemicals), Claas’ 365FarmNet (an automated farming app), and Klöckner & Co’s 

XOM Materials (an online marketplace for steel and other materials) (Wortmann et al. 2022). 

 

Organizational change is a “real” phenomenon that can be observed and analyzed through various 

steps or phases to address the question of “how successful change unfolds” (Kritsonis 2005). 

Cummings et al. (2016) provided a comprehensive overview of several organizational change 

approaches. Starting with Lewin’s “classic” three-step foundation of unfreezing, change, and 

refreezing, they demonstrated, in chronological order, how the concept has evolved over time. In 

2010, Schein refined the Lewinian model of change, but built his ideas largely on the original 

model, indicating its relevance in contemporary management studies. This thesis combines Lewin 

and Schein’s understanding with the approach put forth by Gfrerer et al. (2021), who examined 

managers and employees’ digital readiness. Table 3.3-1 summarizes these points and indicates 

the organizational change approach adopted in this thesis. 
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Source: Own illustration adapted and simplified from Cummings et al. (2016) 

In this thesis, we use these three phases of organizational change to organize the four articles. 

Business models’ digital transformation is a specific change scenario covering the three stages of 

readiness, adoption, and implementation. Therefore, Article A laid the foundation for Articles B, 

C, and D. Article B addressed the issue of digital readiness. Article C reported from a study on 

digital innovation units that aim to develop digital business model innovations and drive the 

parent organization’s digital transformation. Article D covered a specific issue of implementation, 

i.e., how firms can implement digital platform strategies over time. 

 

In the first stage of the organizational change process, firms assess their need for change and their 

readiness level. In the academic literature, the term readiness is used to reflect three different 

concepts: individual readiness to change, both in terms of being psychologically and behaviorally 

ready to take action; perceived organizational readiness to change; and actual organizational 

readiness to change, the latter of which is the organization’s ability to implement change (Weiner 

2009; Vakola 2013) and the one that we refer to in this thesis. As argued by Xie et al. (2022), a 

firm’s readiness level is the basis for implementing organizational change, ultimately affecting the 

success or failure of the firm’s attempt at organizational change. Thus, it describes a precursor for 

change or an antecedent condition within the firm, influencing the implementation of future 

change initiatives (Molla et al. 2011; Dyerson et al. 2016).  

Article B addresses a specific, contemporary change scenario: the digital transformation of 

business models. In this regard, firms’ digital readiness may be defined as readiness to create new 

innovative opportunities by using digital technology to help an organization realize its goals faster 

and with greater results (Nasution et al. 2018). Others define digital readiness as “the capability 
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to employ digitalization potential” (Lassnig et al. 2022; p. 2). In this project, we understand digital 

readiness as an organization’s ability to cope with and undertake a transformational process or 

change, particularly with regards to the digital transformation of business models (Pirola et al. 

2020).  

Initially, the digital transformation issue was viewed predominantly from a technological 

perspective (Hausberg et al. 2019), but more recently, many firms have come to realize that 

technological superiority in the digital era does not automatically guarantee success (Kane 2019; 

Iansiti and Nadella 2022). Instead, digital technologies often affect the fundamental mechanisms 

of how companies run their operations, including their management practices, strategies, and 

business models (Klos et al. 2021). Thus, digital readiness is a multi-dimensional concept covering 

both technological traits, e.g., digital technology adoption and data analytics capabilities, as well 

as further dimensions, including organizational aspects, people, strategic elements, and market 

dynamics (Pirola et al. 2020; Lassnig et al. 2022). 

 

The second stage of the organizational change process concerns change, i.e., how firms learn new 

concepts. Organizational learning often takes place through interplay between experimental (e.g., 

trial-and-error experiments) and experiential (e.g., accumulation of feedforward of experimental 

learning) processes (Argyris 1976). Successful firms continuously develop collective knowledge, 

which the organization accumulates in its rules, procedures, routines, and shared norms to guide 

problem-solving activities and interactions among its members (Lam 2005). 

Learning plays a critical role in the digital transformation of business models. As described by 

Volberda et al. (2021), managers in established firms should aim to shift the collective mindset 

from “know-it-all” to “learn-it-all” to facilitate the innovation of new digital business models. In 

an effort to advance the possibilities for organizational learning and innovative business models, 

a growing number of firms has been experimenting with establishing innovation units (or “labs”) 

(Gryszkiewicz et al. 2016). Some of the first facilities that were recognizable as innovation units 

were created in the early 1970s and 1980s in the United States as creative, collaborative 

workspaces designed to encourage organizational learning (Leifer et al. 2001; Lewis and Moultrie 

2005; Berger and Brem 2016). Since then, innovation units have become increasingly popular as 

a managerial response to the various grand challenges associated with organizational capability 

development and learning (Lewis and Moultrie 2005). 
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In this Ph.D. thesis, a particular focus has been placed on digital innovation units, which often are 

viewed as a “cure-all” for digitalization and its associated innovation challenges (Fecher et al. 

2020). Similar to conventional innovation labs, digital innovation units can be viewed as semi-

autonomous organizations that create, elaborate, and prototype (radical) solutions (Gryszkiewicz 

et al. 2016), but with a presumed emphasis on digital innovation and transformation. 

 

The final stage of the “classic” organizational change process has received a lot of criticism due to 

its rigidity and inappropriateness of “refreezing” in today’s complex and ambiguous world 

(Cummings et al. 2016). Therefore, I drew on more recent contributions that describe the final 

stage simply as implementation or institutionalization of the new concepts (Gfrerer et al. 2021). 

From past research, we know that any change is difficult to implement within organizations 

(Kraus et al. 2022). Implementation of organizational change, particularly in the context of digital 

transformation and business model innovation, often is viewed as even more challenging given 

environmental uncertainty and ambiguity, along with the associated risks, often leading to inertia 

and resistance within the organization (Kohli and Melville 2019; Vial 2019; Schneider and 

Kokshagina 2021). 

Considering that many firms aiming to develop digital business model innovation are striving to 

become platform operators, a key concern for established firms is how to implement digital 

platform strategies. Thus, this thesis examines this specific scenario in Article D, in which we 

introduced, defined, and discussed the digital platform tactics concept (Trischler et al. 2021). 

Strategy typically is associated with direction setting, particularly as a formulation of plans, 

whereas tactics are equated to actions required to implement strategic ideas into organizational 

practice (Mackay and Zundel 2017). Thus, digital platform tactics are  implementation activities 

available to digital platform operators and a means through which to operationalize digital 

platform strategies. Interestingly, digital transformation’s pervasive nature and existing and 

emerging digital platform business models’ success make the issue of digital platform tactics a 

highly relevant one, including with traditional firms not previously involved in building and 

implementing digital platforms (Karhu et al. 2020). 

 

The emerging digital paradigm (Lyytinen 2022) has upended many assumptions that underlie our 

extant understanding of management processes and strategy (Nambisan 2017). As a result, 
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Volberda et al. (2021, p.3) assert that “piecemeal strategies may be ineffective”, instead, firms 

need to innovate more holistically, moving beyond products, processes, and services, by 

fundamentally transforming the business model. 

Sections 3.1―3.3 comprise the basis of the analytical framework adopted in this study, which 

focuses on digital business model innovation, a multi-layered notion at the nexus of the digital, 

business model, and innovation concepts. While this construct recently has gained more 

prominence in scholarly work (Volberda et al. 2021), much in this field remains uncovered and 

underexamined (Aagaard 2019; Kurti et al. 2021). 

To provide new theoretical and practical insights, this project adopts an organizational change 

process perspective. Both digital transformation and business model innovation (and ultimately 

digital business model innovation) are connected naturally to the topic of organizational change 

(Foss and Saebi 2017; Hanelt et al. 2020; Klos et al. 2021). Based on the assumption that digital 

transformation fundamentally changes the environment in which an organization operates, 

organizational change research illuminates the role that managers can play in coping with the new 

environment and in generating change within the organization itself (Eisenhardt 1989).  

In this study, inspired by Lewin’s seminal work, we applied a three-step approach to 

organizational change, covering the readiness, adoption, and implementation stages. This 

analytical approach’s value lies in enabling the disaggregation of the process (Furr et al. 2022) 

and gaining a more holistic understanding of business models’ digital transformation, an issue 

that leading academics recently have called for (Volberda et al. 2021). Considering that most 

digital transformations fail (Schneider and Kokshagina 2021; Kraus et al. 2022), it can be 

expected that pitfalls are dispersed across all stages of the organizational change process. In 

addressing the overall research question (RQ) “What is digital business model innovation, and 

how can firms achieve it?” this project aims to help firms innovate through digital business 

models by providing new insights regarding digital readiness, adoption, and implementation. 
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The following section provides a short summary of each of the research articles that comprise this 

Ph.D. project. Subsequently, in chapter 5-8, the articles A-D will be presented in full-length.  

This co-authored article, “Digital business model innovation: Toward construct clarity and future 

research directions,” was published in the Review of Managerial Science journal in early 2022. 

The article emphasized and criticized the low levels of construct clarity in the field of digital 

business model innovation. Therefore, it sets out to answer the following research question (RQ1): 

 What defines digital business model innovation, and how is the construct related to digital 

transformation? 

The article argues that construct clarity, based on a precise definition, is crucial to advancing 

research on digital business model innovation. However, a review of extant definitions revealed 

weaknesses and problems regarding construct clarity in the field. Existing definitions either use 

unclear terms, are overburdened with attributes, or are overly complex and cumbersome. Thus, 

the article reviews the state-of-the-art literature on digital business model innovation to identify 

key attributes that describe and define the construct. We found 57 publications from major 

journals and books, and applied an iterative approach to thematic analysis. Based on this, five 

attributes for defining digital business model innovation emerged, namely purposeful/deliberate, 

novel/non-trivial, dynamic/evolving, components/elements, and digital 

technology/digitalization. Subsequently, we discussed each attribute to develop a foundation for 

a new definition of digital business model innovation, which we view as being purposeful, non-

trivial, dynamic changes made to the key elements of the business model by transforming 

analog, physical objects, processes, or content into primarily (or entirely) digital formats. This 

definition is a critical theoretical contribution of this article. We concluded this article with an in-

depth discussion of avenues for further research. 

Article B, “Exploring the relationship between multi-dimensional digital readiness and digital 

transformation outcomes,” was co-authored by Jason Li-Ying. A key concern of this article was 

that firms’ digital readiness may increase the likelihood of successful digital transformations. 

Thus, we aimed to answer the following research question (RQ2): 
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 Which dimension(s) of digital readiness are important to different digital transformation 

outcomes for small companies?  

This article’s main empirical and methodological contribution is the development of a multi-

dimensional digital readiness construct. Based on the latest publications in the field of digital 

transformation, we developed a web-based survey covering five dimensions, namely organization, 

strategy, technology, people, and market. Using a sample of 207 Danish SMEs, we conducted an 

ordinal regression analysis to determine which digital readiness dimension(s) are important to 

digital transformation outcomes. The results indicate that the strategy and technology dimensions 

positively impact the dependent variables. The results further highlight the importance of a 

company’s capacity for change to deploy existing resources. Our main practical contribution is to 

imply some optimism for SME managers who often face limited-resource challenges. Our analysis 

suggests that managers, particularly those of smaller firms, do not need to build digital readiness 

within their organizations across all dimensions. Instead, leaders should focus on developing a 

strong digital strategy and vision, embrace digital business models, replace legacy technology, and 

build data analytics capabilities. These initiatives are at the heart of the strategic and technological 

dimensions of digital readiness, which we found to be important drivers of digital transformation.  

Article C, “Managing Digital Innovation Units―Life Cycle, Transitions, and Growth Traps,” was 

co-authored by Christian Bason and Jason Li-Ying, and focused on the phenomenon of digital 

innovation units. In this article, which was published in Research-Technology Management, we 

aimed to answer the following research question (RQ3): 

 How do leaders in established firms manage the dynamism inherent within digital 

innovation units, which enable digital transformations of business models? 

A principal motivation for this study was that more and more digital innovation units seem to 

have emerged recently, as many firms view these “labs” as a panacea of digital transformation and 

its associated digital innovation challenges. However, most of these new structures fail to meet 

this expectation. So far, an overlooked factor in turning digital innovation units into success has 

been the manager or leader of the unit. We addressed this literature gap through an exploratory 

study of six digital innovation units and their leaders. An important methodological contribution 

of our study is how we collected rich qualitative data. We developed a novel peer-to-peer interview 

method in which two leaders of digital innovation units met virtually to discuss a set of topics that 

included organizational structure, tools, strategy, culture, and leadership. A key finding from this 
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study is a dynamic perspective on digital innovation units. To date, the few articles that have 

examined these units generally have taken a static perspective on the phenomenon. However, this 

article argues that this falls short, as the leaders need to manage proactively the dynamics inherent 

within digital innovation units. We identified two dynamic loops that digital innovation unit 

leaders need to manage. In the first, the leader ensures a smooth transition between the life cycle 

stages. In the second, the leader avoids critical growth traps. Overall, the practical contributions 

lie within the guidance on how to manage digital innovation units for sustainable impact. 

This article, “Digital Platform Tactics: How to Implement Platform Strategy Over Time,” was co-

authored by Philip Meier and Daniel Trabucchi, and was published in the Journal of Business 

Models in 2021. In the article, we expanded the framework proposed by Casadesus-Masanell and 

Ricart (2010) by adding platform business models as a potential strategic choice and introducing 

and defining the digital platform tactics concept. Based on this, we aimed to answer the following 

research question (RQ4): 

 How do firms tactically implement strategic decisions to build and operate platform 

business models? 

This article responded to a call in the academic literature on digital platforms, encouraging 

development of  a more holistic and dynamic understanding of platform strategy. Therefore, we 

took the initial framework, developed by Casadesus-Masanell and Ricart, and extended the 

proposed unidimensional view of tactical activities by encompassing a temporal (birth, expansion, 

leadership, renewal) and contextual (attributes, core product, governance, ecosystem) dimension. 

Thus, our main theoretical contribution is a four-by-four matrix, which we used to identify and 

map over 20 first-order tactics and 75 second-order tactics. For managers and practitioners, the 

platform tactics model offers guidance into the range of activities necessary to implement and 

competitively operate digital platform business models. 
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Digitalization is affecting almost all industries by creating opportunities and challenges for 

established firms, large born digitals, and smaller startups (Rachinger et al. 2018; Volberda et al. 

2021). Industry players as well as consumers are becoming increasingly smart through the 

proliferation of digital technologies, such as those related to the Internet of Things, and the 

acceptance and use of affordable mobile devices and personal computers (Fichman et al. 2014; 

Parida et al. 2019; Venkatesh et al. 2019). Competition is intensifying, and the pace of change is 

accelerating as more agile startups make use of the low entry barriers in digital markets and enter 

industries that were dominated by incumbents (Loebbecke and Picot 2015; Ehret and Wirtz 2017; 

Teece and Linden 2017). The emergence and diffusion of digital technologies have further led to 

an explosion of available data, making data analytics and machine learning capabilities important 

competitive advantages for companies (Hanelt et al. 2020). These examples of the impact of 

digitalization show that information technology can no longer be viewed as a subordinate support 

function, but rather that digital needs to be perceived as an integral part of the business and 

organization (Yoo et al. 2010; El Sawy and Pereira 2013; Matt et al. 2015). 

Managers have acknowledged the central role of digital and prioritized digital transformations on 

their leadership agendas (Warner and Wäger 2019). Nevertheless, many digital transformations 

fail because firms are unable to leverage the potential benefits of their significant investments in 

digital technologies (Linde et al. 2021). A predominant reason for this digital paradox is that 

investments in digital technologies alone, even though they might lead to technological 

superiority, do not guarantee success (Vial 2019; Volberda et al. 2021).  

Indeed, digital transformation is more a managerial issue than it is a technological one (Li et al. 

2017). To profit from digital technologies and to remain competitive in this complex and 

ambiguous digital business context (Schoemaker et al. 2018), firms need to design, develop, and 

implement digital business model innovation (DBMI) (Berman 2012; Veit et al. 2014). A business 

model essentially describes the business logic of a firm and how it creates, delivers, and captures 

value (Teece and Linden 2017). DBMI thus involves changes in the value proposition, value 

delivery, and/or value capture of firms (Parida et al. 2019). The need to treat DBMI as an 

individual phenomenon that differs radically from earlier forms of business model innovation has 

been strongly advocated in the literature (Fichman et al. 2014; Nambisan 2017; Lanzolla et al. 

2020a; Volberda et al. 2021). 
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However, despite its importance in the digital transformation of firms, research on DBMI is still 

in its infancy, and the phenomenon remains poorly understood (Rachinger et al. 2018; Aagaard 

2019; Parida et al. 2019; Li 2020a). A major concern in this respect is the low level of construct 

clarity regarding the concept of DBMI (Venkatesh et al. 2019), as a common definition of DBMI 

is missing (Schallmo and Williams 2018; Bican and Brem 2020). Scholars have regularly criticized 

the lack of consistent terminology (Blaschke et al. 2016; Standing and Mattsson 2018) or the 

persistent ambiguity (Veit et al. 2014; Kohli and Melville 2019), and have emphasized that 

confusion regarding the construct of DBMI is paramount (Bican and Brem 2020). In order to 

advance our understanding of DBMI and allow further knowledge accumulation to assist 

managers and practitioners in their digital transformation endeavors, a high level of construct 

clarity for DBMI is thus needed (Foss and Saebi 2018; Gong and Ribiere 2021). However, there is 

a lack of attempts to define the concept of DBMI amongst scholars (Martín-Peña et al. 2018). 

We contribute to this gap in the literature by proposing a novel definition for the concept of DBMI. 

Guided by our research question—what defines DBMI?—we conduct an extensive state-of-the-art 

literature review of 57 articles from major journals as well as selected book chapters from multiple 

fields to uncover key attributes that build the foundation of DBMI. We scrutinize the new 

definition of DBMI for its ability to advance future research on the topic. Overall, we aim to make 

a significant step toward construct clarity in DBMI research by reviewing the state of the art in 

the field, proposing a novel definition, and outlining directions for future research. 

The remainder of the paper is structured as follows. The next section briefly introduces our 

approach to conducting this literature review. We then argue for the importance of construct 

clarity, followed by a critical assessment of extant definitions in the field. We then discuss a set of 

attributes in depth and propose a novel definition of DBMI. Finally, we conclude with a discussion 

intended to guide future research. 

 

The value of review articles is well established in management science (Breslin et al. 2020; Kraus 

et al. 2020). We follow the methodology of Wolfswinkel, Furtmueller, and Wilderom (2013), who 

propose a five-stage approach to rigorously reviewing the literature: (1) defining the scope of the 

review, (2) searching the literature, (3) selecting the final sample, (4) analyzing the corpus, and 

(5) presenting the findings. Below, we will discuss each of these stages in more detail. Figure 5.2-

1 visualizes our approach. 
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Source: Own illustration based on Wolfswinkel et al. (2013) 

 

The scope of this article is a state-of-the-art literature review of the concept of DBMI. According 

to Grant and Booth (2009), a state-of-the-art review is particularly useful when addressing 

current matters. In contrast to more systematic approaches, which aim to provide exhaustive 

overviews of literature, a state-of-the-art review intends to carry out a comprehensive search of 

the current literature (Grant and Booth 2009). The limitation of this approach is that some older 

relevant articles may have escaped our attention. However, as the concept of DBMI is relatively 

new (El Sawy and Pereira 2013; Martín-Peña et al. 2018), we expect the risk of missing older 

articles to be minimal.  

 

To search the literature, we followed a two-pronged approach. First, following the strategy 

proposed by Foss and Saebi (2017), we searched the EBSCO Business Source Premier database 

for academic articles containing the terms “digital” AND “business model innovation” in their 

titles, abstracts, or keywords (Boolean phrase, English, limited to peer-reviewed work in academic 

journals, from 2005 to 2020). This approach yielded 103 unique publications. Second, we 
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followed Webster and Watson (2002), who suggest starting a literature search by reviewing 

leading journals in the field and then moving backwards (i.e., to references) and forwards (i.e., to 

citations). 

To identify the leading journals, we relied on Wirtz et al. (2016), who state that the business model 

construct is primarily studied from three perspectives: technology, organization, and strategy. For 

each of these perspectives, we identified two subcategories that seemed relevant to this inquiry: 

technology and innovation management, information management, strategic entrepreneurship 

and small business management, organizational science, strategy, and management. Based on 

this overview of the relevant subcategories, we selected the three top journals in each, according 

to the Academic Journal Guide 2018 by Chartered ABS as a starting point for our second search 

strategy. Furthermore, we included three top practitioner journals (Harvard Business Review, 

California Management Review, and MIT Sloan Management Review) as well as selected review 

or theory development journals (Academy of Management Review, Business Strategy Review). 

This final category is important as good reviews build on existing reviews (Parmigiani and King 

2019). For this approach, we used slightly adapted search criteria as we also included books and 

book chapters. This alternative search strategy resulted in another 90 potentially relevant, unique 

publications. In total, we thus collected 193 unique publications as the initial sample. This 

literature review was conducted from October 2020 to March 2021. 

 

To select the final sample, we applied a strict set of criteria for quality appraisal. First and 

foremost, given the broad nature of the concept under review, a key criterion for the final sample 

was that digital business model innovation is integrally discussed in the study (George and Bock 

2011; Lambert and Davidson 2013). Furthermore, all the publications had to be in English, 

printed between 2005 and 2020, and published in either peer-reviewed journals or peer-edited 

books. Keynotes, opinion pieces, conference papers, and workshop notes were excluded from this 

review. The final selection of the sample was conducted by the two authors independently to 

minimize bias, and divergences were discussed and resolved. In sum, we included 57 unique 

publications in this state-of-the-art literature review (see Table 5.2.3-1). 
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Source: Own illustration 

 

The analysis of the corpus was inspired by Braun and Clarke’s (2006) iterative approach to 

thematic analysis, which comprises several phases, including familiarizing yourself with the data, 

generating initial codes, searching for themes, and reviewing and defining themes. In a first step, 

we carefully read all the selected studies in the final sample. Subsequently, we coded interesting 

features in the corpus in an inductive fashion (Patton 1990). Again, the two authors performed 

this crucial step of the analysis independently (Kraus et al. 2020). We then collated codes into 

latent themes or attributes, which compose the foundation of our novel definition. Throughout 

the analysis of the corpus, five attributes for defining DBMI emerged, including 
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purposeful/deliberate, novel/non-trivial, dynamic/evolving, components/elements, and digital 

technology/digitalization. These will be further discussed below. 

 

While the findings will be discussed in more detail below, here we briefly present some relevant 

facts about the corpus of this study. Most of the studies in our sample were published in the past 

five years (2016–2020: 44 publications). This is promising as it indicates a strong and growing 

interest in the field. However, it also urges us to increase the clarity of the construct so that 

research efforts do not branch off in various unconnected directions.  

It becomes evident that our contribution is relevant and timely when looking at the quantity and 

diversity of extant definitions. Table 5.2.5-1 presents an overview of the explicit or implicit use of 

the key concepts related to DBMI. Throughout the analysis, we found that only seven studies in 

our sample explicitly provided a definition for the concept of DBMI, yet with varying degrees of 

clarity and detail (see below for a more granular discussion). The majority of the reviewed articles 

have a strong foundation in traditional business model research, explicitly defining the concept 

or relying on the well-established discourse (Teece 2010; Massa et al. 2017). Interestingly, only a 

few studies explicitly define the concept of digital business models or related digital terms, such 

as digital innovation, digital(ization), or digital transformation. This is a critical finding because 

it shows that the impact of digital on business model innovation is still fuzzy (Rachinger et al. 

2018) and that a digital conundrum prevails in the literature where key concepts lack construct 

clarity (Bican and Brem 2020). Such a lack of focus on digital is problematic, however, as simply 

adding a few digital features when theorizing about innovative business models leads to a 

horseless carriage fallacy (El Sawy and Pereira 2013). In other words, the digital era provides a 

radically different context, which is incomparable to the previous environments in which generic 

business model innovation has been examined (Nambisan 2017; Volberda et al. 2021). Yet, 

researchers at the intersection of digital and business model innovation mostly fail to clearly and 

explicitly define the concept of DBMI (Schallmo et al. 2017; Martín-Peña et al. 2018). 
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Note: X = Explicit use of term; (X) = Implicit use of term    Source: Own illustration 

 

An important precondition for construct clarity is a precise and generally accepted definition. This 

is important as constructs develop in the researcher’s mind and are heavily influenced by their 

context, background, and social setting. Definitions must thus be carefully designed (Wacker 

2004) and require considerable skill in terms of crafting (Suddaby 2010) to clearly represent the 

abstract concept. 

Here, we highlight Suddaby’s (2010) illuminating work, which emphasizes that a good definition 

needs to accomplish three tasks: (1) The definition should effectively capture the essential 

properties and characteristics of the concept or phenomenon under consideration; (2) a good 

definition should avoid tautology and circularity; and (3) a good definition should be 

parsimonious, that is it should try to capture as concisely as possible the essential characteristics 

of a phenomenon or concept. In other words, researchers should avoid maximalist and minimalist 

definitions, as either extreme of including too much or too little information in a definition 

relative to theoretical goals can cause problems (Munck and Verkuilen 2002; Goertz 2006). 

Maximalist definitions include too many attributes—or intensions—thereby decreasing the 

number of instances that can be identified (extensions). At one extreme, a concept becomes an 

ideal type when the concept has no empirical referents because it has been overburdened with 

attributes (Goertz 2006). At the other extreme, minimalist definitions include too few attributes, 

resulting in almost all cases automatically becoming instances, which weakens the explored 

phenomenon. In these cases, adding relevant attributes to a definition enhances construct clarity.  

However, there is no hard and fast rule that can be used to determine what attributes must be 

included in a definition of a certain concept (Munck and Verkuilen 2002). Generally speaking, 

however, an optimal definition—or effective construct—is one in which researchers have 

identified the exact number of attributes that define a concept accurately and precisely in a concise 
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manner but in a way that allows broad audiences to understand and participate in the discourse 

(Suddaby 2010). For research fields in their early stages that are characterized by exploratory 

efforts,  it has been argued that rather broad definitions leaning toward the minimalistic end of 

the spectrum are more suitable (Sharma and Chrisman 1999).  

In sum, we argue that construct clarity based on a precise definition is crucial to advance research 

on DBMI. We suggest that a rather broad definition, leaning toward the minimalistic end of the 

spectrum, is needed for DBMI, given the nascent stage of research. With this understanding, 

below we review and discuss extant definitions that we identified through the literature review. 

Subsequently, we propose a novel definition and its foundation, which aims to contribute to the 

construct clarity of DBMI. 

 

In our corpus, we identified a total of seven definitions of DBMI. Given our overall sample size of 

57 academic publications, this relatively small proportion confirms the finding of Martín-Peña et 

al. (2018), who highlighted the lack of attempts to define the concept. Most other authors relied 

predominantly on an explicit definition of the business model construct or referred to the well-

established discourse on business model research. Fewer studies explicitly defined business 

model innovation and discussed the concept in light of digital transformation. However, in most 

cases, the terms related to digital, such as digital innovation, digital(ization), and digital 

transformation, were not clearly defined, confirming the digital conundrum criticized in the 

literature (Bican and Brem 2020). Table 5.4-1 lists all the identified definitions. 

Based on our understanding of construct clarity (see above), we now critically assess the extant 

definitions. We make the following observations. First, some of the proposed definitions use 

unclear terms—terms that are also lacking construct clarity, such as digital technology (Veit et al. 

2014; Aagaard 2019), digital marketplace (Venkatesh et al. 2019), or personalized products 

(Morabito 2014). Looking at the preconditions of good definitions as prescribed by Suddaby 

(2010), we notice that some of these descriptions do not meet the criteria of effectively capturing 

the essential properties of a construct. When attributes of low clarity are used to define a concept, 

the definition leaves as many questions as it provides answers. Second, we have argued for a rather 

broad definition above, given the nascent stage of DBMI research, where much remains uncharted 

territory (Aagaard 2019). Reviewing extant definitions, we notice that many of them are 

overburdened with various attributes, sometimes to the extreme (e.g., Schallmo et al. 2017). 
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Source: Own illustration 

Third, as argued by Suddaby (2010), a good definition is parsimonious and achieves definitional 

accuracy while being generally communicable. In other words, a concise definition is manageable 

and applicable not only for academia but also—and in particular—for practitioners. Yet, some of 

the definitions in our sample seem overly complex and cumbersome, which can lead to rejection 

from practitioners. In fact, the differences in understanding business model innovation from an 

academic and practitioner perspective have been critically analyzed in the literature (DaSilva and 

Trkman 2014; DaSilva 2018). A broad yet concise definition can therefore contribute to unifying 

the practical and academic understanding of DBMI. Finally, we notice that, in many cases, the 

definitions seem unconnected. That is, authors of more recent contributions did not—or did only 

to a limited degree—draw on earlier definitions.  

Considering these critical reflections, our aim is to build on existing definitions to propose a novel 

definition for DBMI that resolves the conceptual issues laid out above. To do so, we analyzed the 
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corpus of literature to identify common attributes and similarities of how scholars use the DBMI 

construct (even when not explicitly defined). In the following section, we thus discuss and explain 

the foundation for each of these attributes.  

 

As described above, through a thematic analysis, five broad attributes emerged as being frequently 

used by DBMI scholars in the reviewed literature: purposeful, non-trivial, dynamic, change in 

key business model elements, and digitalization. These attributes form the backbone of our novel 

definition and will be discussed below. 

 

The literature review revealed a debate about whether DBMI is deliberate and purposeful or takes 

place in a more ad hoc and spontaneous fashion (Cavalcante 2014; Kohli and Melville 2019). 

Kotarba (2018), for instance, states that changes in a firm’s digital business model can either be 

voluntary, where the firm takes a proactive role in shaping its future digital business model, or 

reactive, where unplanned and unexpected changes adversely affect the business model and call 

for restructuring or emergency operations. The majority of scholars in our sample, though, see 

DBMI as a deliberate act, initiated by a strategic decision of an entrepreneur or manager 

(Morabito 2014; Li et al. 2017; Teece and Linden 2017; Bouwman et al. 2019; Priyono et al. 2020; 

Aversa et al. 2021), sometimes based on detailed (digital) scenario planning (Pateli and Giaglis 

2005; Warner and Wäger 2019).  

This argument is further supported by the manifold DBMI approaches proposed in our sample. 

These range from rather generic digital innovation processes (Fichman et al. 2014) and multi-step 

approaches (Berman 2012; Berman et al. 2016; Blaschke et al. 2016; Bleicher and Stanley 2019) 

to detailed methodologies for identifying DBMI in traditional industries (Remane et al. 2017) and 

comprehensive roadmaps for digitally transforming business models (Schallmo et al. 2017). What 

unifies these approaches is an initial emphasis on analyzing, planning, and envisioning future 

DBMI, which suggests strategic intent. 

Seeing (digital) business model innovation as deliberate or purposeful is in line with a strong 

community of strategy scholars who view business models (and their innovation) as distinct 

phenomena interlinked to strategy (Teece 2010; Klang et al. 2014; Gassmann et al. 2016). 

Casadesus-Masanell and Ricart (2010), for instance, have argued that a firm’s business model is 

the result of strategic decisions and a reflection of its realized strategy. Vial (2019: 124) further 
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finds that the majority of works related to digital transformation treat the phenomenon as 

endogenous, where “initiatives are purposefully created to respond to opportunities afforded by 

digital technologies.” From an entrepreneurship theory perspective, the support for this attribute 

(“purposeful”) is less clear. Some scholars argue that entrepreneurial processes can either take 

the shape of causation or effectuation (Xu and Koivumäki 2019). The first refers to processes that 

take a particular effect as a given and focus on selecting the means to create that effect. The latter, 

in contrast, takes a set of means as a given and focuses on selecting from the possible effects that 

can be created with that set of means (Sarasvathy 2001). However, scholars in the field of DBMI 

have connected these two seemingly distinct processes. Cavalcante (2014) introduces a pre-stage 

to DBMI that is characterized by the processes of experimenting and learning and can 

subsequently lead to actual DBMI. In sum, we argue that DBMIs do not happen out of thin air, 

even when the approach is more experimental; thus, the attribute of purposeful can be used to 

define the concept. 

 

The issue of what characterizes an innovation is decades old. There is a plethora of famous 

propositions to resolve the issue of how to measure novelty, the most well-known probably being 

the distinction between new to the world and new to the firm (see the OECD’s Oslo Manual). Some 

authors of the reviewed literature follow the maximal perspective that DBMI has to be new to the 

world to be considered an innovation (Zott and Amit 2017; Sahut et al. 2020). Others, however, 

take a more nuanced approach to the degree of novelty of DBMI (Bouncken et al. 2019). Some 

argue, for instance, that the new digital business model has to be difficult to imitate (Ghezzi and 

Cavallo 2020), that a major part of the business has to be transferred into digital (Kraus et al. 

2019a), or that digital denotes companies that rely substantially on the Internet (Standing and 

Mattsson 2018). In line with this nuanced perspective, Fichman et al. (2014) add the notion of 

significance to their definition of DBMI, and subsequently, Rachinger et al. (2018) discuss how 

companies need to significantly adapt their business models to the opportunities provided by 

digital transformation. 

More support for this nuanced perspective comes from Warner and Wäger (2019), who suggest 

that for most incumbents the creation of truly new digital business models is unlikely. In fact, the 

question of what a new business model entails is extensively discussed by Li (2020a), who 

concluded that truly novel (digital) business model innovations are hard to come by, as precedents 

almost always exist. The authors of our reviewed literature therefore often identify different levels 

of digitalization with regard to business model innovation (Rachinger et al. 2018; Kohtamäki et 
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al. 2019; Kraus et al. 2019a). For instance, Li (2020a) and Berman (2012) similarly describe a 

continuum of how firms can enhance, extend, and transform or redefine the value proposition 

through digitalization. In line with Foss and Saebi’s (2017) discourse on non-triviality in business 

model innovation per se, we therefore suggest that DBMIs are novel in a non-trivial manner, 

thereby excluding simple modifications, such as adding an online presence as a marketing tool. 

 

Digitalization creates a highly dynamic environment. Firms are constantly challenged with 

vulnerabilities and opportunities because of the ubiquitous proliferation of digital technologies, 

adaption to the digital culture by customers, and strong competition due to low entry barriers in 

digital markets (Weill and Woerner 2013; Veit et al. 2014; Venkatesh et al. 2019). Some describe 

this dynamic environment as VUCA: volatile, uncertain, complex, and ambiguous (Schoemaker 

et al. 2018; Warner and Wäger 2019). 

It is therefore no surprise that many scholars address the dynamics of DBMI (Hoßbach et al. 

2016). Parida et al. (2019), for instance, state that a new demand emerging from digital 

technologies and business model innovation is to facilitate continuous improvement in order to 

keep up with competitors and customer demands. Others support this argument and highlight 

that digital business models constantly evolve over time (Gauthier et al. 2018; Bouncken et al. 

2019; König et al. 2019; Katsamakas and Pavlov 2020; Li 2020a) and that creating a successful 

DBMI is a journey (Weill and Woerner 2013). Being constantly on the move is particularly 

relevant in digital business models because they are in many cases transparent to all (Weill and 

Woerner 2013). 

More recently, and against the backdrop of progressing digitalization, authors suggest that the 

right business model is not likely to be apparent from the onset (Cheah and Wang 2017; Priyono 

et al. 2020). König et al. (2019) conclude therefore that digital ventures, as opposed to non-digital 

ventures, iterate their business models to build the necessary product-market fit. Kohtamäki et 

al. (2019) even urge managers to continuously explore (digital) business model innovation as it is 

critical for survival. Following these observations, we argue that DBMIs are dynamic in nature 

and that dynamic is a defining attribute of the concept. 

 

A common understanding in the reviewed literature is that a business model describes the overall 

logic of a firm, including the three key components of value proposition, value creation, and value 
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capture. Business model innovation, then, involves changes in one or more of these components 

(Bourreau et al. 2012; Sorescu 2017; Bouncken et al. 2019; Kohtamäki et al. 2019; Laudien and 

Pesch 2019; Ghezzi and Cavallo 2020; Katsamakas and Pavlov 2020; Paiola and Gebauer 2020). 

Parida et al. (2019), for instance, emphasize the need for business model alignment by arguing 

that firms need to evaluate and understand their shortcomings in each of these key components 

and recognize that a change applied to one of them should always consider the other components. 

Kotarba (2018) offers an even more granular picture and shows how different waves of 

digitalization (wave 1: 1980–2000; wave 2: beyond 2000) have led to changes in key components 

of the well-known business model canvas. Others discuss how the transformative power of 

digitalization forces companies to adapt their business model logic (Wirtz et al. 2010; Veit et al. 

2014; Rachinger et al. 2018; Cristofaro 2020). 

Hence, regarding the changes in business model components, DBMI scholars rely heavily on 

traditional business model thinking (see Table 5.2.5-1). One reason for this is that there is 

currently no consensus about the key elements of digital business models. For example, El Sawy 

and Pereira (2013) propose the so-called VISOR framework, which encompasses a value 

proposition, an interface, a service platform, an operating model, and a revenue model. This 

framework has selectively been applied by other researchers, for instance by Remane et al. (2017). 

In contrast, Weill and Woerner (2013: 30) suggest three components of a digital business model, 

including content (“what is consumed?”), experience (“how is it packaged?”), and platform (“how 

is it delivered?”). While Blaschke et al. (2016) describe five components of a digital business 

model: people (digitally connected individuals/communities), businesses (digitally connected 

businesses/groups of businesses), things (digitally connected objects/smart things), data (real-

time, complete, detailed, consistent, transparent, and accessible information), and a cloud (a 

value-creating service). 

In sum, the literature review revealed that to date there is no consensus about the essential 

components that characterize digital business models. However, the underlying logic that 

changes in the essential components of a business model is a key attribute holds in the case of 

DBMI as well.   

 

The enabling role of digital technologies is extensively discussed in the recent literature on DBMI 

(Dellermann et al. 2017; Mihardjo et al. 2019; Li 2020a; Sahut et al. 2020). For instance, Aagaard 

(2019) claims that the use of digital technologies is central to DBMI. A broad range of digital 
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technologies is available for firms to make such a transformation. In the literature, there appears 

to be a consensus emerging about the classification of digital technologies, including automation 

(e.g., robotics, additive manufacturing, artificial intelligence), interaction (e.g., wearables, mobile 

Internet, apps, social media), intermediation (e.g., distributed ledgers, blockchain), data (e.g., big 

data, analytics, predictive algorithms), and connectivity (e.g., broadband, cloud computing, 

sensors). 

This range of available digital technologies, however, is at the core of criticism about the 

definitional value of the concept of digital technologies for the construct of DBMI (Lanzolla et al. 

2020a). Parida et al. (2019), for example, argue that the variety of technologies and their 

application make it challenging to use the concept. In order to avoid this conceptual pitfall 

concerning the definition of DBMI, and to broaden the debate, we thus refer to digitization in a 

rather basic sense. Several scholars in our sample affirm the perspective that digitization is 

about taking processes, content, or objects that used to be primarily (or entirely) physical or 

analog and transforming them to be primarily (or entirely) digital (Fichman et al. 2014; 

Loebbecke and Picot 2015; Bleicher and Stanley 2019; Bican and Brem 2020). 

Although some argue that this interpretation of digital underestimates the far-reaching 

implications of the construct (Kotarba 2018; Laudien and Pesch 2019), we believe that at this 

early point in research on DBMI, this kind of broad understanding allows for more inclusive, 

exploratory research, which is necessary to further develop the field.  

 

Above, we have argued for the importance of construct clarity and have dissected extant 

definitions of the concept of DBMI. Subsequently, we have introduced and discussed key 

attributes of DBMI that emerged during a state-of-the-art literature review. Consolidating these 

attributes and building upon existing definitions, we propose the following novel definition of 

DBMI:  

Digital business model innovation refers to purposeful, non-trivial, 

dynamic changes made to the key elements of the business model 

by transforming analog, physical objects, processes, or content 

into primarily (or entirely) digital formats. 

This definition is consistent with our understanding of construct clarity, which is inspired by 

Suddaby (2010) and others (see above). We propose a somewhat broad, parsimonious definition 

for the concept that captures the essential properties and characteristics of the phenomenon 
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under consideration without tautology or circularity. Furthermore, by tracing the foundation of 

these attributes, this novel definition contributes to higher levels of construct clarity when 

compared to existing definitions. 

However, proposing a novel definition is only the first step toward developing a better 

understanding of the phenomenon in focus. As argued before, more scholarly research is needed 

into the antecedents, outcomes, and moderators of DBMI to provide more applicable insights for 

practitioners and managers. Therefore, below we discuss the issues embedded in such a definition 

of DBMI, why they deserve further research attention, and how such a definition as a whole can 

shape the future research agenda of DBMI, allowing the cross-fertilization of ideas from various 

management research fields.   

 

Proposing a new definition is a step forward toward enhanced construct clarity for DBMI. 

However, much future research is needed to explore and clarify underdeveloped issues related to 

the concept of DBMI. A new definition is a starting point that opens numerous doors for future 

research to address such gaps (e.g., Foss and Saebi 2017). We hereby discuss in detail the purpose, 

the non-triviality, and the dynamic change perspective, as well as the roles of digital technologies 

in DBMI research. In particular, we link our discussion to the broader fields of strategic 

management, information systems, and organization studies to expose the issue of DBMI to a 

wider audience. 

 

Our novel definition suggests that DBMI is a purposeful decision with a follow-up process based 

on deliberate intention. This view is consistent with the rational design perspective of strategy 

planning, which considers strategy as a deliberate and rational plan and ploy (Brews and Hunt 

1999; Mintzberg 2003). However, the rational design perspective of strategy has been criticized 

for suffering from the fallacies of predetermination (where strategists are expected to predict what 

will happen), detachment (where strategies are made only by top management, who are detached 

from the business operations), and formalization (a misperception that simply following a 

formalized strategy process will lead to improved performance) (Mintzberg 1994).  

This criticism of the rational design perspective of strategy planning is also relevant to the 

question regarding what the purpose of DBMI is at the initial point of departure. We observe two 

types of purposes, which may be equally effective at initiating a DBMI process but often lead to 
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different paths of learning and development. First, in the case of startups with offerings that 

disrupt the market, it is often seen that the intention of digital disruption is to create new value 

propositions, address new customer needs, or define new strategies for value capture. Vivid 

examples are AirBnB’s approach compared to the traditional hotel industry and Netflix in contrast 

with traditional video rental businesses. In these cases, digitalization is a means of realizing the 

purpose of creating a new business model. Such a purpose requires strategic thinking that can 

discover options that were previously unknown (Wack 1985; Heracleous 1998). Second, we also 

observe a common but less discussed starting point of deliberate intention, where a firm initially 

decides to simply digitize some parts of its operational process and tangible assets in response to 

competitive pressure and digital trends in the marketplace. Typical examples of this me too 

strategy are the retailers of consumer goods that initially followed the trend of supplementing 

their in-store sales by selling online. The purpose is to improve operational efficiency, where 

applying strategic planning is appropriate (Heracleous 1998; Wolf and Floyd 2017). It is likely 

that in the process of digitizing, a firm discovers that a more radical approach is needed to create 

new value and new customers and therefore explores new ways to capture value. This path of 

DBMI starts with a minimum level of purpose and follows an effectuation learning process. Such 

a case of DBMI reflects Mintzberg’s fallacies regarding strategy planning: the purpose evolves, 

rather than being predetermined; the purpose might be driven by operations managers, rather 

than top management; and the purpose evolves as a result of double-loop learning, instead of 

following formal planning procedures.  

This discussion reminds us to be sensible with regard to the interpretation of purpose in the 

definition of DBMI, allowing for strategic thinking, effectuation, and double-loop learning. This 

immediately opens up several interesting questions for future research. For instance, first, if the 

purpose of DBMI varies conceptually from a completely rational decision to create and capture 

new value to a full learning-by-doing intention, then which ambition levels of intention are the 

most effective and efficient, leading to the successful execution of DBMI? And under which 

conditions is one purpose better than another? If we cannot directly link the differences in 

purpose with firm financial performance, are we at least able to find some intermediary 

performance differences (e.g., time to reach the critical mass, speed of attracting and volume of 

venture finance, rate of converting paid customers) as the result of different types of purpose? 

Methodologically, another challenging question is whether and how we can determine the 

purpose ex post (especially in quantitative research using secondary data) and measure the 

ambition levels by assessing factors, such as initial investment, leadership commitment, and the 

involvement of business units.   
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The differences in initial purpose are also relevant to a distinction between startups and 

established firms. How do they differ in terms of the purpose of DBMI? The former have no legacy 

and primarily need to adapt to external uncertainty (e.g., technological feasibility, the market, 

funding, and partnerships), while the latter operate based on their current business models and 

consider DBMI as a means to change their business as usual by exploring new opportunities. 

Established firms have a tendency to start with less ambitious purposes as they often get caught 

in the middle of exploitation and exploration (March 1991b; Li et al. 2008), so achieving DBMI 

may be a longer and more costly learning process, and they are likely to miss critical opportunities 

to form external partnerships (Chung et al. 2020). However, if these firms focus on the purpose 

of DBMI, then the obstacles are mainly from within, because the DBMI process entails inevitable 

organizational change (Vial 2019). Future research on the purpose of DBMI must therefore 

distinguish between (digitally-born) startups and established firms.  

Regarding the issue of whose purpose, we make the following observations. The rational design 

perspective of strategy assumes that strategies are developed through top management 

deliberation. Criticized by Mintzberg for being an observed fallacy, emerging strategy focuses on 

the participation of middle managers in the strategy formation and planning process 

(Jarzabkowski and Balogun 2009; Wolf and Floyd 2017). In the case of DBMI, as its intention can 

differ at the initial phase and evolve during the process (Trischler et al. 2021), we expect middle 

managers to take an active role in reshaping the DBMI purpose. Some recent studies have 

suggested preliminary but promising insights into how to unleash the power of middle managers 

in the digitalization of services and digital transformation (Gjellebæk et al. 2020; Hermkens and 

Romme 2020). What is less understood is how the participation of middle managers interacts 

with top managers’ cognition (Volberda et al. 2021) in the process of divergent and convergent 

thinking to redefine the purpose of DBMI.  

Overall, we advise future research to specify with what kind of purpose and/or whose purpose a 

DBMI was initiated and outline any distinct stages of the effectuation process during the evolution 

of purpose. This is in general not too difficult to achieve in qualitative research, for example, by 

using multiple case study methods. It might, however, be challenging for quantitative research 

based on secondary data. Thus, we highly recommend that researchers using quantitative 

methods make extra efforts to dive deeper into the initial purpose of DBMI before drawing any 

conclusions from statistical results. 
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The second attribute of our proposed definition of DBMI is the non-trivial aspect of change. Non-

trivial novelty should be viewed from a value creation and value capture point of view instead of 

from the use of technology perspective because technologies alone do not create value. It is their 

use within a specific context that enables a firm to discover new ways of creating value and making 

changes (Hinings et al. 2018; Vial 2019). 

It is important to understand for whom DBMI has non-trivial novelty. First, DBMIs can disrupt 

entire industries. In that sense, the value that is created and captured is totally different from that 

of the industry’s incumbents. As mentioned above, these cases rarely occur. Recent discussions 

between practitioners about ecosystem innovation suggest that firms revolutionize their business 

models by considering how new value points can be created, controlled, and monetized within an 

ecosystem, which involves different customers, suppliers, third-party partners, and other 

stakeholders (Chung et al. 2020; Dietz et al. 2020). Thus, the ecosystem innovation approach may 

be one of the ways through which DBMI leads to non-trivial change in an industry. However, 

implementing the ecosystem innovation approach is one thing, but the outcome of a firm doing 

so (the realized DBMI) may or may not eventually be novel and non-trivial for the industry. Here, 

it is sensible to distinguish between the non-triviality of novelty as an attempt or intention and 

the non-triviality of novelty as an outcome.  

Second, the attribute of the non-triviality of novelty can also be viewed from a firm perspective. 

That is, DBMI is novel and non-trivial for the firm undertaking it. This discussion is closely related 

to the dilemma of exploitation and exploration, where it is important for established firms to 

exploit the efficiency of existing business models and explore new business opportunities that 

depart from the existing ones (March 1991b; Li et al. 2008). When a firm takes a radical approach 

toward DBMI that departs significantly from its existing business model but is not new to the 

industry, can we still consider it as non-trivial? On the one hand, a positive view advocates that as 

long as the firm creates new value, implements new forms of value capture (monetizing), and 

commits significant resources to the corresponding organizational change in structure, process, 

and even culture, it is surely implementing non-trivial DBMI. On the other hand, an opposing 

view may argue that it depends on whether the firm makes significant changes to its operational 

models and new value creation simultaneously (Berman 2012) and to what extent the firm 

experiments with different types of search and the recombination of knowledge, resources, and 

capabilities during the digitalization process (Lanzolla et al. 2020b). However, limited empirical 
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research aims to clarify the definition of non-trivial, even though most researchers agree that 

DBMI needs to have this characteristic.  

A clear understanding of non-trivial novelty is important to distinguish DBMI from digital 

transformation (Hinings et al. 2018; Vial 2019): while DBMI inevitably results in a certain level 

of digital transformation, the latter can be deployed by an established firm without creating a new 

business model. As the literature on digital transformation has converged toward a common 

understanding that digital transformation entails structural, process, and cultural change in an 

organization through combinations of information, computing, communication, and connectivity 

technologies (Vial 2019), so does non-trivial DBMI. Thus, without a clear understanding of the 

non-triviality that defines DBMI, it will be impossible to separate the impact of DBMI from that 

of digital transformation on firm performance. This is another promising but challenging topic 

for future research.  

Overall, we advise future research to (1) consider non-trivial novelty from a value creation and 

value capture point of view instead of from the use of technology perspective; (2) distinguish 

between the non-triviality of novelty as an attempt or intention and the non-triviality of novelty 

as an outcome; and (3) specify whether non-trivial novelty is observed from an industry or from 

a focal firm perspective so that readers have a clear reference point. 

 

Another key attribute of the DBMI definition suggests that the concept is a dynamic process of 

changing business model elements. For instance, Berman (2012) describes three pathways of 

digital transformation: based on the value creation dimension, grounded in the operational 

dimension, and leading to DBMI. Hinings et al. (2018) suggest that digital transformation has 

implications for institutional and organizational change as a result of digital transformation at 

organization and ecosystem levels. But how does such a dynamic process take place and what 

theoretical foundation can researchers rely on? First, we agree with Vial (2019) that one promising 

direction for future research on the dynamism of DBMI is to look into how organizations build 

dynamic capabilities to utilize and develop digital technologies, support digital ecosystems, and 

create new value. It is also important to research in detail the micro-foundations of dynamic 

capabilities needed for DBMI in daily practice (Teece 2007).  

More fundamentally, we suggest that scholars design new research that builds on the behavioral 

theory of organization (Cyert and March 1992). Indeed, central to achieving sustainable 

competitive advantages is adaptation to the changing business environment. The notion of 
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dynamic is devoted to the continuous renewal of organizational resources and capabilities, 

thereby matching the demands of changing environments. Thus, researchers interested in the 

dynamics of DBMI need to pay attention to how organizations learn and adapt. The behavioral 

theory of organizations has long recognized that due to bounded rationality, decision makers have 

access to limited information, formulating a partial presentation of problems, and they search for 

information that is constrained by managers’ cognition space based on their prior experience, 

aspiration levels, and an organization’s resource slack (Levinthal and March 1981; March 1991a; 

Simon 1991). Entrepreneurs and managers subjectively acquire a new problem presentation, 

which signals unmet customer needs or unfulfilled business potential that justifies a new business 

model opportunity. As the preliminary problem presentation is based on limited information, 

there is a great deal of unknown information to search for, sense, evaluate, and learn from. This 

process takes place through the interplay between experimental learning and experiential 

learning (Argyris 1976). Experimental learning involves trial-and-error experimentations where 

individuals and teams try out new, unfamiliar practices, detect deviations from established mental 

rules, and adjust their actions accordingly without questioning the fundamental goals, 

assumptions, and meanings (so-called single-loop learning). Experiential learning is built on the 

accumulation of the feedforward of experimental learning, based on which individuals and teams 

consciously question and challenge the fundamental goals, assumptions, and meanings (so-called 

double-loop learning). The repetition of experimental learning becomes experience, which, in 

turn, provides feedback to guide new experimentations. Therefore, some scholars argue that 

dynamic capability is a multi-level concept (Collis 1994): (1) First-order dynamic capabilities 

include the ability to sense and seize opportunities and reconfigure the resources of a business 

model. There are various organizational learning routines that need to be responsive to the 

dynamism in external environments. (2) Second-order dynamic capabilities to monitor changes 

in the first-order dynamic capabilities and orchestrate them as a whole (Zollo and Winter 2002; 

Schilke 2014). 

We have no reason to expect the dynamic learning process of DBMI to deviate from the virtuous 

circle of single-loop and double-loop learning, as some prior studies on business model innovation 

have suggested clear evidence in this respect (Sabatier et al. 2010). However, it will be interesting 

but challenging to find out whether processes of dynamic capabilities development can be 

accelerated by digital transformation and the accumulation of digital dynamic capabilities 

through the repeated practices of single-loop and double-loop learning (Warner and Wäger 2019). 

In other words, will experimental (single-loop) learning become faster, and will experiential 

(double-loop) learning become more effective as a result of continuous digital transformation? 
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This inquiry makes intuitive sense but lacks empirical evidence. In addition, the implementation 

of a dynamic learning process is probably set by a firm’s initial intention/purpose. Thus, how 

much of a DBMI’s success can be attributed to the initial status of intention/purpose as opposed 

to the dynamic learning process? Future research can also investigate this research question. 

Moreover, prior research has suggested that small firms and startups may also deploy coopetition 

strategy to enhance performance (Roig-Tierno et al. 2018). We believe a promising direction for 

future research will be to investigate the dynamic capabilities required by small firms’ and 

startups’ coopetition strategy through DBMI.  

 

The definition of DBMI suggests a transformation of analog assets and processes into digital 

formats. We suggest that digital technologies play dual roles in two different senses during this 

transformation. First, digital technologies can enable and/or constrain new value creation and 

capture. On the enabling side, firms can use automation, interaction, intermediation, data, or 

connectivity technologies to fuel disruptive DBMI (Karimi and Walter 2015; Sebastian et al. 2017). 

Companies can tap into a pool of unprecedented technological advancements and select those 

relevant for the realization of their DBMI. Thus, the enabling role provides a digital resource 

bundle that companies can select, utilize, and/or further develop. However, on the constraining 

side, the unavailability of certain digital technologies (e.g., a 5G network) and the lack of 

accessibility to complementary technologies (e.g., advanced motion sensory technologies) could 

make such digital technologies less useful for disruptive DBMI (e.g., the technological obstacles 

to making driverless vehicles), while the fast pace of digital technology development may make a 

firm’s investment in digital technologies riskier or effective for shorter time periods than 

anticipated (Kuk and Janssen 2013). 

Second, digital technologies can also shape the context in which the availability of an overall pool 

of digital technologies, the future trends of digital technology development, and the best practices 

of industry leaders with respect to applying digital technologies to DBMI jointly form 

informational cues to be interpreted by managers—either as opportunities to undertake or threats 

that prohibit DBMI. In other words, the second sense of duality with regard to digital technologies 

is that they can be direct enablers and/or constraints for DBMI, while simultaneously creating a 

triggering context in which the purpose-making of DBMI might emerge. The contextual role of 

digital technologies, thus, opens up a new direction for future research about how the digital 

context intertwines with other contextual factors, such as business, social, spatial, and 

institutional ones (Welter 2011). This line of inquiry will also be relevant for future 
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entrepreneurship research because the dual role of technologies will shape a new opportunity 

landscape for starting new businesses (Kraus et al. 2019b).  

Table 5.6.4-1 summarizes the key issues discussed above by describing the pending problems to 

be resolved by future research. It also indicates how they are related to each other and which 

supporting literature might be useful for developing hypotheses.   

 

 

 

 

 

 

 

 

 

 

Source: Own illustration 
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Our work has some limitations. First, the sample size included in this review is limited. Given the 

immature nature of the field focused on by this study, this is not a surprise. However, 

digitalization and digital transformation, as well as DBMI, are very popular topics (Vial 2019; 

Vaska et al. 2021) with an increasing number of contributions to academic and practitioner 

conferences. Although these conference proceedings may potentially provide relevant insights for 

our study, they were excluded from our review because of a lack of rigid peer-review processes. 

Second, our approach to searching for relevant literature was limited to publications in English 

with full-text access to a pdf file format. Consequently, research contributions in other languages 

were not included in this study. In particular, research from Asia is under-represented, despite its 

significant digital advancements in recent years (Vaska et al. 2021). Finally, the selection of the 

search terms presents another limitation of this study, as business model innovation is sometimes 

also referred to as modifications, adjustments, or changes, amongst others. However, by applying 

two different search strategies, we intended to minimize the extent of this limitation.  

 

Digital and digitalization shape a fundamental transformation of business, which is calling for 

novel theorizing (Yoo et al. 2012; El Sawy and Pereira 2013; Nambisan 2017; Lanzolla et al. 

2020a) and new conceptual contributions to the literature (Breslin et al. 2020). In this paper, we 

conducted a targeted, state-of-the-art literature review of 57 significant publications dealing with 

the concept of DBMI. We developed an understanding of the importance of construct clarity and 

applied it when critically reviewing the extant definitions in this field. Building on our 

observations and reflections, we proposed a novel definition for the concept, in which purposeful, 

non-triviality, dynamic change, and digitalization are the key attributes. With this definition, we 

are able to propose a set of research avenues that deserve future attention and may push the 

boundary at the intersection of DBMI, digital transformation, and strategic management. 
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Digitalization has been a megatrend that prevails in the business world and will continue to be 

relevant for firms, regardless of their size and industry (Bleicher and Stanley 2019; Mugge et al. 

2020). There are powerful examples of historically successful firms that have missed the digital 

trend and have lost significant market shares as a result (Lucas and Goh 2009). Managers have 

since learned that mistakes in the digital economy can be lethal (Mugge et al. 2020) and have 

started to routinely put digital transformation on leadership agendas (Warner and Wäger 2019). 

Nevertheless, most firms have a “wait and see” attitude toward digital transformation and, even 

when they attempt to transform themselves, they often fail (Rafferty et al. 2013; Mugge et al. 

2020; Volberda et al. 2021). Thus, many firms face a challenging “digital paradox,” where they 

are unable to profit from their substantial investment in digital transformation (Linde et al. 2021). 

One reason for the prevalence of the digital paradox is that firms are generally ill-equipped when 

attempting to institutionalize “digital” (Kane et al. 2015; Warner and Wäger 2019). Digital 

transformation is a specific organizational change scenario, covering three stages of readiness, 

adoption, and institutionalization (Gfrerer et al. 2021; Gong and Ribiere 2021). Particularly with 

regard to readiness, recent literature has started noting that a firm’s ability to seize the 

opportunities of digital transformation depends largely on its digital readiness (Lokuge et al. 

2019; Bican and Brem 2020; Appio et al. 2021). As reported by Paiola and Gebauer (2020), firms 

that want to be leaders in the digital economy need to be prepared to embrace and leverage the 

opportunities offered by digitalization. However, as the COVID-19 pandemic demonstrated, only 

a small number of firms was ready to digitally transform their organization as a reaction to the 

global lockdown, and most firms have since further fallen behind the digital leaders in their 

respective industries (Volberda et al. 2021). 

Despite its importance for the successful implementation of digital transformation efforts, the 

concept of digital readiness and its relevance for successful digital transformation have only 

recently started to gain attention amongst scholars. For example, an emerging stream of literature 

concerns the development of readiness assessment frameworks (e.g., Pirola et al. 2020; Aagaard 

et al. 2021). Although a unified perspective is still lacking, a major contribution of these maturity 

models lies in developing a holistic understanding of the multi-dimensional concept of digital 

readiness. These tools generally seek to determine the digital maturity of the firm in order to 

provide management with a status quo analysis of existing digital resources and capabilities. 

Despite the relevance and importance of making an academic attempt towards a holistic 

perspective of assessing digital readiness, managers and academia might be misled by such an 
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approach and believe that the success of digital transformation requires full scale digital readiness 

across all dimensions. This might not be the case, we assert, because it depends on the context 

(Welter 2011). There is, thus, a research gap in the literature with respect to which specific aspects 

of digital readiness links to digital transformation outcomes under a given context (Verhoef et al. 

2021). From a practitioner perspective, it is particularly important for managers to have the 

knowledge about a comprehensive overview and assessment scheme of digital readiness, as well 

as the understanding of distinguishing the most important aspects of digital readiness for their 

business at the outset of the digital transformation journey. We address a particular research 

question in this study: which dimension(s) of digital readiness are important to different digital 

transformation outcomes for small companies? Although the context in the research is of small-

sized business in Denmark, the findings are of relevance for small companies in general. 

This study contributes to the literature of digital transformation and innovation by analyzing how 

the holistic concept of digital readiness is linked to specific digital transformation outcomes. In 

particular, we analyze how the consolidated construct of digital readiness, covering the five 

dimensions organization, people, technology, strategy, and market, is linked to digital 

transformation outcomes such as improved firm performance, business processes, and enhanced 

digital reputation. Using an ordinal logistic regression model, we present results based on a 

sample of 207 Danish micro, small, and medium-sized enterprises (MSMEs) that responded to a 

Web-based survey. We further test for the role of alignment across the five dimensions as well as 

the importance of capacity for change to deploy existing resources within the firm. This study 

finds that only a few digital readiness dimensions positively affect the some aspects of digital 

transformation outcomes, while other dimensions play no significant role at all. Instead, capacity 

is found to be a powerful lever for successfully implementing digital transformation in MSMEs. 

The remainder of the study is structured as follows. We first outline the theoretical background 

and introduce the five dimensions of our digital readiness construct. We then derive our 

hypotheses and describe our measures. After that, we present the results of the ordinal regression 

and discuss the findings in light of the hypotheses. Finally, we propose a set of managerial 

implications, limitations of our research, and directions for future research.  

 

 

Digital transformation has gained increasing attention in recent years among academic 

researchers and practitioners. Yet, despite a surge in scholarly contributions, much remains 
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uncharted territory (Verhoef et al. 2021). Initially, digital transformation was researched from a 

technology-centric perspective, with a strong focus on the adoption of digital technologies in the 

business context (Vial 2019). Since then, digital transformation research has evolved and scholars 

now agree that technology itself is only part of the complex puzzle that must be solved for 

organizations to remain competitive in a digital world (Kane et al. 2015; Tabrizi et al. 2019; Vial 

2019). In contrast to its precursors, digitization, and digitalization, which describe more 

incremental digital changes to discrete business problems, digital transformation refers to the 

gradual process of fundamentally changing the entire organization. In this study, we adopt the 

definition proposed by Gong and Ribiere (2021), who state that digital transformation is “a 

fundamental change process, enabled by the innovative use of digital technologies accompanied 

by the strategic leverage of key resources and capabilities, aiming to radically improve an 

[organization]” (p. 12). Thus, digital transformation is a multi-faceted and multi-dimensional 

phenomenon, as it involves changes in strategy, organization, technology, people, and the market 

(Ivančić et al. 2019; Schneider and Kokshagina 2021; Verhoef et al. 2021). 

Established firms in almost any industry have to engage with digital transformation – sooner or 

later – as it often is not a question of “if,” but “when” and “how” the industry will be disrupted 

(Weill and Woerner 2013; Mugge et al. 2020). As noted by Verhoef et al. (2021), many traditional 

firms have been surpassed by innovative fast-growing digital entrants, and have suffered as a 

result. Prominent examples include the cases of Kodak (Lucas and Goh 2009) and Blockbuster 

(McKinley 2019), which failed to adapt to the digital environment and were outperformed by agile 

organizations with a strong digital mindset (Caputo et al. 2021). Besides these potential risks of 

resisting change, digital transformation offers a plethora of game-changing opportunities for 

firms (Sebastian et al. 2017; Vial 2019). As suggested by Lanzolla et al. (2020a), digitally 

transformed organizations are using digitalization to reinvent their products, processes, and value 

chains, and enter new markets. In particular, digital transformation of firms is associated with 

increases in operational efficiency (e.g., business processes), improved organizational 

performance, and enhanced digital reputation (Westerman et al. 2014a; Vial 2019), among others. 

To assist established firms in their digital transformation efforts, scholars have started to propose 

different process models and success factors (Schallmo et al. 2017). Comparing digitally mature 

with digitally developing organizations, Mugge et al. (2020), for instance, suggested a practical 

guide for digital transformation, including aligning resources and strategy, engaging key partners, 

demanding collaboration, acquiring entrepreneurial leaders, insisting that leaders communicate, 

and training the workforce. In line with the iterative nature of digital transformation process, as 

proposed by Schneider and Kokshagina (2021), Leonardi (2020) recently presented a process 
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model covering several interlinked phases: leaders get buy-in on digital transformation goals, 

employees decide whether and how to use the proposed tools, employee behavior changes, local 

performance improves, and, finally, performance aligns with firm goals, which reinforces the 

whole process. 

Despite these reported benefits of digital transformation and the proposed process models and 

success factors, most organizations struggle to adopt novel digital arrangements that are both 

radical and transformational (Hinings et al. 2018). In fact, for many established firms, digital 

transformation represents one of their biggest risks and it is reported that over two-thirds of 

digital transformation initiatives fail (Schneider and Kokshagina 2021). An often-overlooked 

issue in this regard relates to the lack of digital readiness amongst firms. Reporting from a recent 

global study, Mugge et al. (2020) highlighted a current key concern for top management that 

involves the digital readiness of their organization, particularly with regard to adoption of new 

technologies, organizational culture and structure, leadership, and strategic responses such as 

digital business model innovations. Similarly, Vial (2019) identifies inertia as a major hurdle to 

digital transformation, where existing resources and capabilities act as a barrier to disruption. In 

other words, these firms can be characterized as having low levels of digital readiness. The 

following section will address the issue of digital readiness in more detail. 

 

Following the definition by Gong and Ribiere (2021), in this study we consider digital 

transformation as an organizational change process, rather than an outcome of digital change 

(Matt et al. 2015). Successful implementation of change generally proceeds through three stages: 

readiness, adoption, and institutionalization (Gfrerer et al. 2021). Readiness then refers to “the 

state of being both psychologically and behaviorally prepared to take action” (Weiner 2009). 

Digital readiness represents a specific change scenario where organizations are receptive to the 

forthcoming changes caused by digitalization (Gfrerer et al. 2021). As defined by Bican and Brem 

(2020), digital readiness refers to the “basis as organizational necessity for implementation of 

anything digital” (p. 10). In that way, digital readiness differs to the related concept of digital 

maturity. While digital readiness refers to an organization’s ability to cope with and undertake a 

transformational process or change, digital maturity relates to the degree of formality and 

optimization in achieving a desired end stage (Singh et al. 2015; Pirola et al. 2020). 

The extant research on digital transformation of established firms predominantly focuses on the 

adoption and implementation of digital transformation efforts. According to Vial (2019), scholarly 
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contributions emphasize how firms strategically respond to digital disruptions, how they adopt 

digital technologies, and how digitalization changes their value creation paths. For instance, 

Machado et al. (2021), find that challenges or barriers to digital transformation faced by 

manufacturers can be avoided with a more structured initiation phase focusing on organizational 

and managerial practices, rather than jumping into technological aspects. As stated by Halpern et 

al. (2021), digital transformation does not occur by accident. Rather, firms are required to make 

strong investments across the organization to ensure readiness for change. However, less is 

known about how and which aspects of digital readiness affect the evident improvements of firm 

performance for small business. In this study, we aim at addressing this gap in the literature. We 

consider digital readiness as a precursor for change or an antecedent condition within the firm, 

influencing the implementation of future change initiatives (Molla et al. 2011; Dyerson et al. 

2016).  

To assess digital readiness among the firms in our sample, we developed a multi-dimensional 

construct, covering five dimensions: organization, strategy, people, technology, and market (see 

Table 6.2.2-1). Our approach builds on the emerging literature on digital maturity tools (Pirola et 

al. 2020). However, as criticized by Aagaard et al. (2021), the existing tools often lack theoretical 

grounding. Furthermore, there appears to be a lack of consensus among these tools concerning 

the holistic understanding of digital readiness. We thus draw on the latest academic literature on 

digital transformation to derive a set of dimensions and relevant questions. In particular, we refer 

to Vial (2019), Verhoef et al. (2021), Schneider and Kokshagina (2021), Hanelt et al. (2020), Gong 

and Ribiere (2021), and Mugge et al. (2020), who arguably all contributed significantly to the field 

of digital transformation of the firm. First, regarding organization, Vial (2019), for instance, finds 

that digital transformation alters the fabric of an organization and is thus associated with several 

important organizational changes, including a firm’s organizational structure and culture. 

Second, Schneider and Kokshagina (2021) discuss the people dimension at length and emphasize 

the challenge of acquiring and retaining digital talent as well as the importance of strong 

leadership in the digital transformation of incumbents. Similarly, Mugge et al. (2020) submit that 

the human and leadership aspects are essential components of digital transformation, particularly 

highlighting the need to acquire digital leaders, who continuously communicate the digital vision 

across the organization and who train employees in digital skills. Next, strategy is discussed by 

Vial (2019), for example, who observes that strategic responses to digital disruption comprises 

both a digital strategy that fuses organizational strategy and IT strategy, and a digital 

transformation strategy that emphasizes transformational aspects. Others link strategy to novel 

ways of value creation and digital business model innovations (Verhoef et al. 2021). Hanelt et al. 
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(2020) explain how the emergence and diffusion of a variety of digital technologies and 

applications have led to increased availability of data. Furthermore, regarding the technology 

dimension, Gong and Ribiere (2021) elucidate that a digital transformation is inherently based on 

the adoption of digital technologies but requires fundamental changes and the generation of 

entirely new value for stakeholders to be considered a transformation. Finally, in terms of the 

market dimension of digital readiness, it is argued that secured investments and new approaches 

to collaborating and innovating with partners, competitors, or customers are required (Mugge et 

al. 2020; Schneider and Kokshagina 2021; Verhoef et al. 2021).  Table 6.2.2-1 provides an 

overview of these articles and shows how they contributed in building our multi-dimensional 

construct of digital readiness. 

● ● ● ● ● ○

● ○ ● ● ● ●

● ● ● ○ ● ●

● ● ● ● ● ○

○ ● ● ○ ○ ●

Note: ●=extensively covered; ○=partly covered     Source: Own illustration 

In the following sections, we provide a theoretical background to the multi-dimensional construct 

of digital readiness. 

The first dimension of our digital transformation survey is organization, including the two 

subcategories structure and culture. Regarding the organizational structure, scholars regularly 

argue that cross-functional collaboration is an important driver of digital transformation (Vial 

2019). Organizations need to break down long-established silos to allow for inter-organizational 

teamwork (Schneider and Kokshagina 2021). The use of hierarchical organizations, with multiple 

management layers and a strong top-down approach, may no longer be effective in fast-changing 
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digital environments, as the bureaucracy involved reduces response speed and innovativeness 

(Verhoef et al. 2021). Thus, firms must flatten the hierarchy to promote organizational agility, 

which can be understood as the ability to sense and seize market opportunities provided by digital 

technologies (Verhoef et al. 2021). The pervasive nature of digital technologies has further 

implications on the boundaries of firms, as organizations adapt malleable internal and external 

organizational boundaries to co-create value with partners, competitors, or customers (Hanelt et 

al. 2020). In this way, organizations become boundaryless, because boundaries between 

functions blur, boundaries between organizations become more porous, and boundaries between 

partners break (Berman and Korsten 2014). 

Besides changes to the organizational structure, digital transformation also implies shifts in 

organizational culture (Hausberg et al. 2019). In particular, firms need to replace risk-aversion 

with an increased risk affinity with regard to the adoption of digital technologies and new digital 

business models (Fitzgerald et al. 2014; Vial 2019; Schneider and Kokshagina 2021). The 

willingness to take risks is key, as digitalization creates a business context that is characterized by 

high levels of uncertainty (Fitzgerald et al. 2014; Schoemaker et al. 2018). The organizational 

culture also needs to change toward customer-centricity. Traditionally, incumbent firms have a 

strong product-centric focus, churning out innovative products based on research and 

development processes. Digitally transformed firms, in contrast, adopt a customer-centric 

approach, where the customer is put onto center stage and viewed as the focal point of all business 

activities (Wirtz et al. 2010). Anticipation of customer needs, rather than responding to changes 

in customer expectations, becomes a crucial capability (Vial 2019). Firms must further allow 

employees to experiment with digital technologies, to learn from mistakes, and to break free from 

the constraints of existing structures, roles, and processes (Dremel et al. 2017; Kane et al. 2019; 

Kohli and Melville 2019). Overall, Schneider and Kokshagina (2021) argue that internally within 

the firms, the required cultural shift toward interdisciplinary collaboration in a fast-moving, agile, 

and experimentation-friendly environment is often the most difficult part of digital 

transformation. 

The second dimension of our digital transformation survey is people, including the subcategories 

leadership and workforce. Digital leaders play a critical role in the digital transformation of 

incumbents. The behaviors of executives and leaders directly impact employee performance and 

therefore affect the implementation of digital transformation strategies (Mugge et al. 2020). 

Firms respond to this critical role by creating a new position – often referred to as the Chief 
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Digital Officer (CDO) – or a unit responsible for the digital transformation. This often signals the 

strategic nature of digital transformation to the entire organization (Vial 2019). A CDO might act 

as an entrepreneur, a digital evangelist, or a coordinator of digital transformation activities within 

the firm (Singh and Hess 2017). Thus, digital leaders must take on a dual role of entrepreneur and 

leader. As an entrepreneur, a digital leader identifies new avenues for growth and develops a 

vision of the digital future, while as a leader, he/she convinces others in the organization to share 

the vision and works toward the success of the organization as a whole (Schoemaker et al. 2018). 

Articulating the new corporate vision clearly is therefore a central task of digital leaders (Kane 

et al. 2019; Mugge et al. 2020). Another related task of successful digital leaders is to enable and 

incentivize the workforce (Gfrerer et al. 2021). As reported by Fitzgerald et al. (2014), the firms 

that do best at digital transformation align incentives (e.g., bonuses, raise structures, promotions, 

performance reviews) with digital transformation efforts.  

From a human resource management perspective, digital transformation involves the attraction 

and development of digitally fluent talent as well as the promotion of synergies between humans 

and digital technologies (e.g., human machine interaction) (Hanelt et al. 2020). With regard to 

attracting digital talent, it has been reported that firms currently deal with strong competition 

(Verhoef et al. 2021). Thus, firms need to understand how to increase the attractiveness of their 

workplace (Schneider and Kokshagina 2021). Since not every employee can be replaced by digital 

talent, firms also need to invest in training to develop employees with the skills necessary to thrive 

in the digital economy (Mugge et al. 2020). In particular, skills for the intensified collaboration 

between humans and technologies, for instance in the case of artificial intelligence, are central 

for the successful digital transformation of firms (Vial 2019; Schneider and Kokshagina 2021). 

Strategy is the third dimension of the digital readiness construct digital transformation and 

includes the two subcategories digital strategy and digital business model. The importance of 

digital strategy for successful digital transformation is clearly articulated by Kane et al. (2015), 

who note that “strategy, not technology, drives digital transformation.” Sebastian et al. (2017) 

propose two digital strategies for incumbents to navigate through digital transformation. Firms 

need to combine an operational backbone that facilitates operational excellence and a digital 

service platform that enables rapid innovation and responsiveness to the market. Bharadwaj et 

al. (2013) support this argument, stating that the recent improvements in digital technologies 

have led to a fusion of digital strategies and business strategies. The strategic literature further 

suggests that besides digital strategies, firms need to implement digital transformation strategies 
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that emphasize transformational aspects of digitalization. Here, a key theme is that strategies 

need to integrate the entire coordination, prioritization, and implementation of digital 

transformations within a firm (Matt et al. 2015). Overall, digital transformation needs to find a 

prominent place in corporate strategy and it needs to be clearly communicated as a goal (Kane et 

al. 2015). 

Closely connected to digital strategy is the implementation of digital business models (Schallmo 

et al. 2017). In order to remain competitive in the digital era and profit from digital transformation 

efforts, firms need to design and implement digital business model innovation (Verhoef et al. 

2021), particularly by enhancing, extending, or redefining the customer value proposition 

(Berman 2012). Here enhancing refers to cases when a firm uses digital technologies to augment 

or automate existing activities, extension illustrates cases when firms use digital technologies to 

support new ways of doing business, and redefinition describes cases in which digital technologies 

replace traditional ways of conducting business (Li 2020a). To innovate new digital business 

models, firms can adopt an iterative approach covering four phases: discovery, development, 

diffusion, and evaluation (Fichman et al. 2014). A critical capability for firms is thus the discovery 

of innovative digital business models, inside or outside traditional industry boundaries (Remane 

et al. 2017). Closely related to the discovery of novel business models is the challenge of exploiting 

existing business activities, while exploring new business model opportunities (Smith and Beretta 

2021). Firms that successfully embark on a digital transformation, including novel digital 

business model innovations, thus are ambidextrous (Markides 2013). 

The fourth dimension is technology, including the subcategories digital technology and data. 

Today’s firms invest heavily in the development and acquisition of digital technologies, 

particularly the so-called SMACIT (social, mobile, analytics, cloud, and IoT) technologies (Vial 

2019; Verhoef et al. 2021). The goal is to replace or update legacy technologies with new digital 

solutions in order to enhance technological flexibility (Fitzgerald et al. 2014). Rather than solving 

distinct business problems with individual digital technologies, successful firms integrate 

“digital” into the fabric of the organization (El Sawy and Pereira 2013; Kane et al. 2015). The 

result is often that digital technologies optimize existing business processes and reduce slack 

resources (Du et al. 2016; Vial 2019). 

Beyond their immediate operational value, digital technologies also foster the generation of data 

(e.g., digital traces generated using a mobile device) (Vial 2019). In the phase of digital 

transformation, the capability to collect big data is crucial for firms. Yet, despite its potential, few 



67 
 

firms know how to exploit the data already embedded in their operating systems (Schneider and 

Kokshagina 2021). Firms must therefore invest in data analytics capabilities to better analyze 

and utilize big data (Verhoef et al. 2021). Ultimately, digital leaders need to use data for better-

informed and faster decision-making (Vial 2019).  

Market is the last dimension of our survey, including the two subcategories investment and 

competition. Investments in technology that changes the way of working have been reported to 

have a mostly positive impact (Colbert et al. 2016). The digital workforce has a world of 

information available, can collaborate instantly using knowledge-sharing platforms, and can 

deliver products with increasing capabilities at decreasing costs (Colbert et al. 2016). Hence, 

successful firms invest in the digital workforce to succeed in digital transformations. Since the 

digital transformation involves investments in technologies, skill development, and the 

exploration of new business opportunities, it comes with a price tag. Thus, digital strategies need 

to allocate a considerable and secured budget (Hanelt et al. 2020; Mugge et al. 2020) in order to 

drive and sustain digital transformation efforts. Interestingly, firms that are not digitally mature 

struggle with where and how to invest their resources (Mugge et al. 2020). The budgets also allow 

firms to routinely screen (and invest in) digital-born startups to accelerate digital transformation 

efforts, defend market shares from new entrants, and access new skills that otherwise would be 

cumbersome to develop internally. 

From an organizational perspective, and related to the boundary debate above, collaborating with 

external partners at all levels is an important factor in successful digital transformations 

(Schneider and Kokshagina 2021). Digitally mature organizations realize that if they want to 

create breakthrough digital offerings, they will need start co-creating value with key partners 

(suppliers, distributors, customers, even other developers) from outside the boundaries of the 

enterprise (Mugge et al. 2020). These new partnerships, also enabled by direct digital channels to 

consumers, often allow firms to test new product or service iterations or innovations in real time 

(Standing and Mattsson 2018). Indeed, as argued by Hanelt et al. (2020), it is important to 

understand that fast execution and experimentation to learn in the market are superior to ex-

ante planning and analysis.  

 

Digital readiness can be considered a precursor to the successful adoption and institutionalization 

of digital transformation (Molla et al. 2011; Dyerson et al. 2016; Gfrerer et al. 2021). The state of 
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readiness is often associated with positive outcomes. For instance, Lokuge et al. (2019)  describe 

how readiness to innovate with technologies is directly proportional to innovation outcomes and 

inversely proportional to innovation risks. In this study, we measure the outcome of digital 

transformation across a set of dependent variables, including firm performance, business 

processes, and digital reputation, all of which have been highlighted as possible positive outcomes 

of digital transformation (Vial 2019). Regarding firm performance, which we understand in 

economic terms, Karimi and Walter (Karimi and Walter 2015), for instance, find that the 

implementation of a digital ERP system can help firms in generating new sources of revenue. 

Tabrizi et al. (2019) describe how the Department of Planning and Development in a county in 

California reduced the permit processing time by 33%, thereby significantly improving a business 

process based on digitalization. By using Facebook and Twitter to create heatmaps of customer 

engagement, the Dutch airline KLM is using social networks for branding and digital reputation 

building (Kane 2014). These examples show how digital transformation of firms can lead to 

positive outcomes, such as improved firm performance, reshaped business processes, and 

enhanced digital reputation. 

However, the majority of digital transformations fail to deliver on their promises (Davenport and 

Westerman 2018; Volberda et al. 2021). Some authors therefore refer to the “digital paradox” 

(Linde et al. 2021), where incumbents are unable to leverage the potential profits of their 

significant investments in digital transformation. Academic evidence in the digital transformation 

literature suggests that one reason for this paradox is that firms are generally ill-equipped when 

attempting to institutionalize digital transformation (Kane et al. 2015; Nguyen et al. 2019; Warner 

and Wäger 2019). As claimed by Halpern et al. (2021), it is unlikely that digital transformation 

can be realized if the organization itself is not ready for it. Thus, we hypothesize that high levels 

of digital readiness are more likely to result in successful adoption and institutionalization of 

digital transformation efforts. Hence, we postulate as follows: 

 Readiness among the five dimensions of digital readiness has a positive effect 

on the outcomes of digital transformation (i.e., firm performance, business 

process, digital reputation). 

Hypothesis 1 aims at testing whether each dimension of digital readiness has a positive effect on 

certain outcomes of the digital transformation of firms. However, there is a strong voice in 

academia advocating for alignment across the various dimensions of digital transformation 

(Hanelt et al. 2021). Similar to Liebig’s law of the minimum (van der Ploeg et al. 1999), which 

states that growth is dictated not by total resources available, but by the scarcest resource, many 
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strategy scholars propose that firms need to consider all dimensions simultaneously to 

successfully adopt and institutionalize digital transformations. Kane et al. (2016), for instance, 

call this “digital congruence” and state that to navigate the complexity of digital transformations, 

firms need to align culture, people, structure, and tasks with each other and with firm strategy. 

Likewise, Gong and Ribiere (2021) suggest that digital transformation requires not just 

technology, but also the alignment of strategy and other factors, such as people, culture, mindset, 

talent development, and leadership. To test for alignment, we included a variable named 

Readiness alignment across dimension, which is the standard deviation across the multi-

dimensional construct of digital readiness, where a low value reflects high alignment. Hence, we 

postulate as follows: 

 Readiness alignment across the five dimensions of digital readiness has a 

positive effect on the outcomes of digital transformation (i.e., firm performance, 

business process, digital reputation). 

However, digital readiness understood as an antecedent condition for change does not guarantee 

the success of a complex organizational transformation (Weiner 2009). Instead, firms require the 

capacity to transform the firm (Molla et al. 2011; Dyerson et al. 2016). In this study, we refer to 

capacity as a firm’s capability to deploy the resources of its organization (Amit and Schoemaker 

1993; Forsman 2011). Capacity is a critical factor for digital transformation acceleration in order 

for firms to continuously develop novel digital processes and products based on the available 

internal and external resources (Hanelt et al. 2020). It refers to the capability to deploy the 

resources of an organization (Amit and Schoemaker 1993; Teece 2017) and can be seen as an 

intermediate transformation ability between resources and objectives (Dutta et al. 2005). As 

argued by Verhoef et al. (2021), firms that seek to successfully implement digital transformation 

need both a strong resource endowment (i.e., digital readiness) and the capability to deploy these 

resources. Reporting from a study of large US enterprises and their strategic issues pertaining to 

IT use in organizations, Ravichandran (2018) finds that capacity is an important organizational 

factor that affects how firms leverage existing resource endowments, providing them the 

flexibility to configure resources into activity systems that could be rent yielding. From an 

innovation perspective, Sok and O’Cass (2011) show that when firms possess resources that allow 

them to compete via their chosen position in their chosen market, they must also possess the 

capacity to deploy such resources, thereby emphasizing the need for resource-capability 

complementarity. Building on these insights, we expect capacity to change to be an important 

factor in converting a firm’s available resources (i.e., digital readiness) into the desired outputs 
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(i.e., firm performance, business process, digital reputation) (Dutta et al. 2005; Nguyen et al. 

2019). We thus postulate as follows: 

: The level of capacity to change has a positive effect on the outcomes of digital 

transformation (i.e., firm performance, business process, digital reputation). 

In the following section, we will present the data, measures, and methods of this study. 

 

 

The hypotheses are tested using a Web-based survey. Prior to developing the survey, we 

conducted interviews with a small number of managers and practitioners from leading Danish 

firms and digital ecosystem players (see Table 6.4.1-1). In total, we conducted 10 interviews that 

helped to evaluate the extent to which the digital readiness construct, which is predominantly 

based on insights from outside of the Nordics, was applicable to the Danish context.  The Web-

based questionnaire was developed by the authors and tested through an iterative approach. 

Initial versions of the survey were distributed to researchers and selected industry experts to 

refine its focus and improve the clarity of questions. The questionnaire was developed in English 

and then translated into Danish; both language options were available to the respondents. To 

ensure the correctness of the translation and avoid misuse of language, we translated the Danish 

version back into English using another professional translator. The result is that the original 

English version and the retranslated English version correspond well without any significant 

difference. 

Source: Own illustration 
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As to sampling strategy, we randomly selected 2,000 Danish firms using the Central Business 

Register (CVR) (micro: 500; small: 500; medium: 500; large: 500). We sent a web link to the 

Web-based survey to these firms in January 2021. Subsequently, we sent out two more follow-up 

emails in February and March 2021. To ensure the validity of the answers, we followed a key 

informant approach (Huber and Power 1985; Lechner et al. 2006). In the email as well as in the 

introductory text of the survey, we asked the CEO, the founder, or another manager of the 

organization’s upper echelons knowledgeable of digital transformation to fill in the survey. 

Targeting C-level executives and founders was deemed appropriate as they are often considered 

the single most valid information source (Brush and Vanderwerf 1992; Lechner et al. 2006). To 

verify the respondents’ roles in the organization, they were asked to submit their title as one of 

the final questions in the survey. The data collection was completed at the end of March 2021. The 

final sample size of 207 Danish firms represents a response rate of 10.35%. 

Regarding firm size, 62% of the enterprises in our sample can be categorized as micro-sized, 25% 

as small, 10% as medium, and 3% as large-sized firms. Most firms are active in the manufacturing 

(48%), construction (12%), and wholesale and retail (9%) sectors. Others are involved in the 

electricity and gas (5%), science and technical activities (5%), arts and entertainment (4%), and 

ICT (4%) industries. Fewer can be categorized as agricultural (3%), financial and insurance (3%), 

water and waste (2%), real estate (1%), and transportation (1%) firms. Finally, most firms are 

predominantly involved in business-to-business (B2B) activities (71%). 

 

Based on the extant literature synthesized in the previous sections and qualitative refinement 

through interviews, we developed several items to measure the five dimensions of readiness for 

digital transformation. 

The explanatory variables encompass the factors of the five digital readiness dimensions, 

organization, people, technology, strategy, and market, which are measured by several questions 

grounded in the extant literature. The questions under each dimension can be found in the 

Appendix. Since we used multiple items to construct each of these dimensions, it is necessary to 

test the reliability of these scales (See Table 6.4.2-1). First, the Cronbach alpha for the dimensions 

of organization, people, technology, strategy, and market are 0.906, 0.930, 0.920, 0.939, and 

0.883, respectively, indicating that the questions very likely measure a single unidimensional 

latent construct for each dimension. We conducted a principal component factor analysis to 
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determine the minimum number of factors that account for maximum variance in the data (see 

Table 6.4.2-2). The Kaiser-Meyer-Olkin measure was 0.892, 0.887, 0.879, 0.913, and 0.854 for 

the dimensions of organization, people, technology, strategy, and market, respectively. The 

Bartlett’s test for sphericity showed large values of χ2 (organization: 746.556, p<0.01; people: 

1018.281, p<0.01; technology: 946.353, p<0.01; strategy: 1056.255, p<0.01; market: 654.517, 

p<0.01), which indicated the appropriateness of a factor analysis. The result of the factor analysis 

indicated that a single factor was sufficient to capture roughly 68% of the variance in organization, 

75% in people, 72% in technology, 77% in strategy, and 63% in market. Thus, we used the mean 

value of the items for each dimension to measure organization, people, technology, strategy, and 

market, respectively. To test Hypotheses 2, we measure Readiness Alignment across dimensions 

using the standard deviation across the five dimensions of the digital readiness construct. 

Source: Own illustration 

 

Source: Own illustration 

Moreover, we included the independent variable Capacity to change (hereinafter Capacity). In 

the survey, a corresponding question was asked regarding the capacity to develop digital 

innovation, namely, “How would you rate your firm’s capacity to develop digital innovation (e.g., 

digital products and services)?” Finally, given the ongoing COVID-19 pandemic at the time of the 
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data collection and that the literature suggests that COVID-19, in many cases, has pushed firms 

and individuals to switch from a predominantly physical to a digital world (Schneider and 

Kokshagina 2021), we included the variable Covid-19, an ordinal variable measuring the extent to 

which the pandemic has reinforced the need for digital transformation, with a value of  “1” 

indicating “not at all,” “2” indicating  “slightly,” “3” indicating “somewhat,” “4” indicating 

“moderate,” and “5”indicating “very much.” 

In this study, we used three dependent variables. The first is Firm performance, which is an 

ordinal variable that indicates the extent to which a firm’s efforts in digital transformation has led 

to improved firm performance. Specifically, we asked to what degree the firm’s effort in digital 

transformation has resulted in an improved firm performance in the economic sense (e.g., 

reduced costs, or increased revenues). The respondents answered this question based on a 5-point 

Likert scale with “1” indicating “not at all”, “2” indicating “slightly”, “3” indicating “somewhat”, 

“4” indicating “moderate”, and “5” indicating “very much”.  This variable is included because the 

academic literature argues that digital transformation is a key driver of firm performance 

(Ferreira et al. 2019; Hanelt et al. 2020) and competitiveness. The predominant perspective is 

that digital technologies can foster higher profits for firms and support a firm’s ability to sense 

the complexity of its fast-changing environment (Vial 2019). As found by Westerman et al. (2012), 

firms that successfully maneuvered through digital transformation are generally more profitable. 

The second dependent variable is Business process, which is measured by asking the respondents 

to which degree they agree that there has been an improvement of firm processes based on the 

introduction of digital technologies and the ongoing digital transformation,  using the same 5-

point Likert scale as that for measuring firm performance (Westerman et al. 2014a; 

Schaarschmidt and Bertram 2020). This variable is included because Hanelt et al. (2020), 

amongst others, suggest that digital transformation in organizations culminates in the outcome 

of automatized, data-driven, and virtual business processes through the enhanced use of digital 

technologies and software for performing tasks – ultimately leading to higher operational 

efficiency (Vial 2019). The third dependent variable is Digital reputation, which is another 

potentially positive organizational level impact of digital transformation (Vial 2019; Sahut et al. 

2020). To measure this ordinal variable, the respondents were asked to answer to what extent 

they agree the firm's digital transformation efforts improved its "digital reputation" as being 

perceived as a digital frontrunner by customers, partners, and competitors, using the same 5-

point Likert scale as that for measuring firm performance. This is also a relevant dependent 
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variable, because prior literature suggests that firms regularly use the Internet to enhance their 

digital reputation through increased visibility and customer engagement (Kane 2014).  

In this study, we include four control variables. The first, Year established, refers to the founding 

date of the firm. This discrete variable taps into the debate around “born digital” firms versus 

traditional incumbents (Volberda et al. 2021), where younger firms that were founded more 

recently could potentially have the advantage of being established based on digital principles, such 

as a focus on novel technologies, agile organizations, and modern leadership. Firm size is a 

nominal variable based on the EU Commission’s definition of micro (< 10 staff headcount; ≤ 2 m 

turnover), small (< 50; ≤ 10 m), medium (<250; ≤ 50 m), and large-sized (> 250; > 50 m) 

enterprises. Firm size can play a critical role in the need for digital transformation (Bouwman et 

al. 2019). Another control variable is B2X, which refers to a firm’s main marketing activities. This 

nominal variable can have one of three dominant values: B2B (business-to-business); B2C 

(business-to-consumer); or B2G (business-to-government). Finally, we included a nominal 

Industry variable, which is based on the United Nations’ industry classification system (ISIC). 

Table 6.4.2-3 below summarizes the variables used in this study. A full list of all items included in 

the survey can be found in the Appendix (Table 6.10-1).  

We are aware that a Web-based survey design holds possible biases, in particular the response 

bias (Armstrong and Overton 1977). The main concern is that representatives from firms that are 

digitally more mature are more likely to respond to the Web-based survey. We tested for this bias 

by following the approach by Jeppesen and Frederiksen (2006) to compare the earliest 10% of 

respondents with the last 10%. We tested for differences across various self-reported measures 

and found no significant differences between these two groups. 
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Variable Type1 Scale Description Scale2 

Organization 
(Average) 

IV Ordinal 
Variable measuring the first dimension of digital readiness, 
including organizational structure and culture 

A 

People (Average) IV Ordinal 
Variable measuring the second dimension of digital readiness, 
including leadership and workforce 

A 

Technology 
(Average) 

IV Ordinal 
Variable measuring the third dimension of digital readiness, 
including digital technology and data 

A 

Strategy (Average) IV Ordinal 
Variable measuring the fourth dimension of digital readiness, 
including digital strategy and business model 

A 

Market (Average) IV Ordinal 
Variable measuring the fifth dimension of digital readiness, 
including competition and investments 

A 

Readiness Alignment 
Cross Dimension 

IV Ordinal 
Variable describing the cumulative standard deviation across the 
five digital readiness dimensions 

A 

Capacity IV Ordinal Variable referring to the capability to deploy existing resources B 

Covid-19 IV Ordinal 
Variable showing how COVID-19 has reinforced the need for 
digital transformation of a respective firm 

C 

Firm performance DV Ordinal 
Variable referring to the outcome of digital transformation efforts 
leading to better firm performance 

C 

Business Process DV Ordinal 
Variable measuring the improvement of firm processes based on 
the application of digital technologies 

C 

Digital Reputation DV Ordinal 
Variable referring to the symbolic function of proving to external 
entities that a firm is a digital frontrunner 

C 

Year established CV Discrete Variable indicating the year a respective firm was founded  

Firm size CV Nominal 

Variable categorizing firms based on the EU Commission’s 
definition for SMEs (Micro: <10 employees, <15 mio DKK turnover; 
Small: <50,<75 mio DKK; Medium: <250, <350 mio DKK; Large: 
>250, >350 mio DKK) 

 

B2X CV Nominal 
Variable referring to a firm’s main marketing activities, including 
1=B2B, 2=B2C, and 3=B2G 

 

Industry CV Nominal 
Variable based on the United Nations’ industry classification 
system (ISIC) 

 

1 DV- Dependent variable; IV- Independent variable; CV- Control variable 
2 Scale A: 1=Not at all, 2=Slightly, 3=Somewhat, 4=Moderate, 5=Very much; 6=Fully; Scale B: 1=Very strong, 
2=Strong, 3=Neither strong nor weak, 4=Weak, 5=Very weak; Scale C: 1=Not at all, 2=Slightly, 3=Somewhat, 
4=Moderate, 5=Very much 

  

Source: Own illustration 

 

We use an ordinal logistic regression model to test our hypotheses, given the ordinal nature of the 

dependent variables. To test the measurement model, the dataset was analyzed using IBM SPSS.  

 

The descriptive statistics and correlations between the variables are presented in Table 6.5-1. 

First, we find that the independent variables derived from the factor analysis (Organization, 

People, Technology, Strategy, and Market) are all positively and significantly correlated with the 

three dependent variables (Firm performance, Business process, and Digital reputation). 
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Likewise, the remaining three independent variables (Capacity, Covid-19, and Readiness 

Alignment across dimension) are also all positively and significantly correlated with the 

dependent variables. Second, regarding firm size, most firms in the sample fall under the micro 

or small category (mean value = 1.54, S.D = 0.81; 1 = Micro, 2 = Small, 3 = Medium, 4 = Large). 

This result is in line with the overall Danish economy, where roughly 88% of all enterprises can 

be categorized as micro-sized and nearly 10% as small-sized firms.1 Furthermore, business-to-

business (B2B) is the predominant business activity among the firms in the sample (mean value 

= 1.29; 1 = B2B; 2 = B2C; 3 = B2G). The mean year of establishment is 1961, indicating that many 

firms in the sample have been operating for decades, which means that most firms are incumbents 

in their respective industry with distinct challenges to digital transformation. Fewer firms in our 

sample can be categorized as “digitally-born,” which makes our analysis highly relevant in terms 

of understanding the factors that positively affect digital transformation of established firms. 

Table 6.5-2 presents the results of the ordinal regression used to test our hypotheses. All models 

meet the Pearson Chi-Square test, indicating that the data fits the models well. For each 

dependent variable (Firm performance, Business process, and Digital reputation), we started 

with a baseline model (Model 1) with only control variables (Year established, Firm size, 

Business-to-X, Dummy for Industry) included in the regression. We then introduced the five 

dimensions of digital readiness as individual independent variables (Organization, People, 

Technology, Strategy, and Market), the standard deviation across these dimensions (Readiness 

Alignment across dimension), as well as the variables Capacity and Covid-19 into the models 

(Model 2, factors and covariates included). Compared with the base models, the R2 shows that 

model 2 generally has stronger explanatory power for all three dependent variables. In all models, 

the control variables did not show any significant effects (i.e., year established, Firm size, 

Business-to-X, Dummy for Industry). 

The results moderately support Hypothesis 1. We show that a high level of digital readiness for 

some dimensions of digital transformation is positively and significantly correlated with digital 

transformation outcomes (DVs). First, in the case of Firm performance, the Strategy (β=0.341, 

p<0.05) dimension has a positive and significant impact. Similarly, for the dependent variable 

Digital reputation, Strategy plays a significant role, but the effect is weaker (β =0.248, p<0.10). 

 

                                                           
1 See 2019 SBA Fact Sheet – Denmark 
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In the case of the Business process variable, we cannot find that Strategy plays a significant role. 

Instead, Technology (β=0.335, p<0.05) is found to have a positive and significant effect on this 

dependent variable. Hypothesis 2 is not supported in our data. The variable Readiness Alignment 

across dimension is not found to have a positive and significant effect on any of the three 

dependent variables. In contrast, Hypothesis 3 is partially supported in our data, because the 

variable Capacity has only a positive and significant effect on Digital reputation (β=0.488, 

p<0.01), while the effects on Firm performance (β=0.255, p<0.1) and Business process (β=0.304, 

p<0.1) are rather weak. However, the analysis revealed a further interesting result, which we have 

not hypothesized. The Covid-19 variable was found to have a positive and significant effect on all 

the dependent variables (Firm performance: β=0.315, p<0.01, Business process: β=0.317, 

p<0.01, and Digital reputation: β=0.424, p<0.01). To test the robustness of the results, we also 

tried to use the factor score of each dimension for the regression analysis. The results appeared 

very similar to the ones presented in Table 6.5-2. Thus, we do not report them again here. In the 

following section, we will discuss these results in light of the relevant extant literature. 

 

The main contribution of these findings assures that companies do not need to become digitally 

ready across all dimensions in order to achieve desirable outcomes of digital transformation. In 

fact, small business companies should focus their resource investments to achieve readiness in 

strategy and technology, while developing capacity to change. The results of our analysis have 

revealed some further interesting insights, which we will elaborate below.  

First, Hypothesis 1 aimed at scrutinizing the relationship between digital readiness and digital 

transformation outcomes. We predicted a positive relationship between five dimensions of digital 

readiness and the outcomes of digital transformation. However, the results of our analysis find 

only moderate support of this prediction. Depending on the desired outcome of a firm’s digital 

transformation efforts, different dimensions of digital readiness appear to be of importance, while 

others seem to be of no relevance at all. The dimensions Organization (including organizational 

structure and culture), People (including leadership and digital workforce), and Market 

(including collaboration and investments) were found to have no significant impact on the 

dependent variables. A possible explanation for this finding is that most of the firms are rather 

small (micro and small-sized enterprises) with 50 or less employees. In these instances, 

organizational structure, culture, and leadership often play a subordinate role. Generally, as 

outlined by Gruber (2019), there are several factors explaining the variance of speed in digital 

transformation among smaller and bigger firms. First, small firms often are highly specialized and 
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are thus less exposed to the need for rapid digitalization. Second, smaller firms often lack 

resources and managerial vision to fully comprehend the impacts of digital transformation. Third, 

small firms usually adopt a gradual approach to digital transformation compared to larger firms.  

Finally, investment in digitalization often relies heavily on the firm’s financial performance. In 

contrast, Strategy is found to have a significant effect on achieving positive outcomes of digital 

transformation, particularly regarding enhanced firm performance and improved digital 

reputation. This finding is consistent with other studies in the literature, which suggest that 

strategy is a key driver for digital transformation (Kane et al. 2015; Matt et al. 2015; Sebastian et 

al. 2017; Schallmo et al. 2019; Pirola et al. 2020). With regard to improved and digitalized 

business processes, only the Technology dimension of digital readiness was found to have a 

positive effect. Yet, this insight is not surprising, as digital technologies offer great opportunities 

to improve business processes (Westerman et al. 2014a; Tabrizi et al. 2019; Vial 2019; Hanelt et 

al. 2020; Katsamakas and Pavlov 2020). 

Hypothesis 2 echoed the view in academia that alignment across the various elements of an 

organization is needed (Kane et al. 2016; Hanelt et al. 2020; Gong and Ribiere 2021). We 

predicted that high levels of alignment across the digital readiness dimensions have a positive 

effect on the dependent variables. Yet, the analysis does not support this hypothesis. Such no 

result has a strong academic and managerial implication. Similar to the discussion above, we 

believe that a main factor in this regard is the relatively small firm size of the enterprises in our 

sample. Micro-sized and small firms are often challenged by limited resources (Woschke et al. 

2017; Gruber 2019), which means that these firms cannot invest in digital readiness across all 

dimensions. Instead, these firms need to develop a vision regarding their desired outcomes of the 

digital transformation and focus their efforts in building up digital readiness accordingly 

(Westerman et al. 2014a). As argued by Ivančić et al. (2019), depending on the main goals of a 

firm’s digital transformation, certain dimensions can be prioritized. If, for instance, the desired 

outcome of a digital transformation is to find new (digital) business models, they suggest focusing 

on customer engagement, technology adoption, and strategy as priority dimensions. Similarly, 

Gust et al. (2017) report on a traditional firm that conducted a small-scale “seed” project to 

develop advanced analytics capabilities. This first step in building digital readiness requires 

comparatively fewer resources than large, top-down initiatives. Digital transformation is a 

gradual process (Gruber 2019) and firms cannot focus on building digital readiness 

simultaneously across all dimensions (Westerman et al. 2014a; Ivančić et al. 2019). Thus, firms 

need to understand the importance of starting “right” (Machado et al. 2021). 
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Our analysis partially supports Hypothesis 3, which postulates that the capacity to deploy existing 

resources is crucial for digital transformation. This study thus seconds existing knowledge on the 

importance of capacity for change (Forsman 2011; Sok and O’Cass 2011; Ravichandran 2018) in 

the context of digital transformation. As suggested by Mugge et al. (2020), achieving digital 

maturity is a natural process, but it does not happen automatically. Firms need the capacity to 

successfully conduct a digital transformation. We find support for the claim of Verhoef et al. 

(2021) that firms in pursuit of digital transformation need both resources and the capacity to 

change. This insight taps into the academic literature on dynamic capabilities. In particular, the 

emerging literature on dynamic capabilities for digital transformation relates to our finding 

(Karimi and Walter 2015; Teece 2017; Trischler et al. 2021). Warner and Wäger (2019), for 

instance, identify a set of capabilities for sensing and seizing digital opportunities, and digitally 

transforming established firms. They conclude that building dynamic capabilities is now a 

strategic imperative for incumbents to ensure survival in the digital age. These capabilities, which 

form the backbone of the capacity to change, should be specifically nurtured for successful digital 

transformation.  

Besides these findings related to the three postulated hypotheses, a further finding emerged. 

According to the analysis, the ongoing COVID-19 pandemic has reinforced the need for digital 

transformation of firms. This finding is in line with a growing body of contemporary literature 

investigating the impact of the lockdown on organizations (Foss 2020; Li-Ying and Nell 2020; 

Soto-Acosta 2020; Lee and Trimi 2021). However, while the COVID-19 crisis is pushing firms to 

accelerate their digital transformation efforts, it has made it even harder for firms that were 

already lagging behind to catch up (Volberda et al. 2021). Therefore, this insight strengthens the 

arguments made before. In order to avoid falling further behind, firms need to focus their efforts 

on building digital readiness depending on their desired outcomes of digital transformation and 

emphasize the importance of capacity to deploy existing resources. 

 

Digital transformation and the diffusion of digital technologies provide manifold opportunities to 

firms in all industries. To seize these opportunities and act or react swiftly, managers need to build 

up their organizations’ digital readiness. The global COVID-19 pandemic showed what happens if 

firms lack digital readiness. Leading firms in the digital economy report record-breaking revenues 

and growth targets, while laggards stagger after months of no or reduced income due to the 

lockdown in many countries. The digital divide is real and growing. Yet, our analysis implies some 

optimism. “Digital” provides a context in which smaller firms that are generally endowed with 
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fewer resources can compete with their larger rivals. Our analysis shows that managers, 

particularly of smaller firms, do not need to build the digital readiness of their organization across 

all dimensions. Instead, leaders should focus on developing a strong digital strategy and vision, 

embracing digital business models, replacing legacy technology with digital technologies, and 

building data analytics capabilities. These initiatives are at the heart of the strategy and 

technology dimensions of digital readiness, which were found to be important drivers of digital 

transformation. Managers of small companies should not waste limited time and resources 

investing in all dimensions of digital readiness to be “fully” ready. Of similar importance, however, 

is building the capacity to deploy existing resources. Managers should thus continuously improve 

their organizations’ capabilities to explore and exploit digital opportunities.  

 

The limitations as well as the insights of this study offer fertile ground for further research. First, 

the data is based on a cross-sectional research design and a relatively small sample size. Future 

research could benefit from a longitudinal research design and a larger sample size, focusing on 

how digital readiness evolves over time. Second, digital readiness perceived as an antecedent 

condition for change is a multi-faceted phenomenon. By consulting the latest academic literature 

on digital transformation and drawing inspiration from emerging digital readiness tools, we 

aimed at being as holistic as possible in our construct development. However, due to the time and 

scope limitations of survey research, some important but nuanced aspects within the multi-

dimensional construct of digital readiness may have been neglected with regard to their 

applicability to different types of companies, e.g., startup vs. established companies, small vs. 

large companies, manufacturing vs. service industries, born-local vs. born-global, etc. The 

findings of our study only show evidence relevant for small business. Therefore, future research 

could focus on other contextual differences of organizations to generate sense-making knowledge 

for relevant managers.  Third, this study measures capacity as a single variable. However, existing 

research, particularly in the field of digital dynamic capabilities, has shown the multitude of 

capabilities a firm can adopt to sense, seize, and transform digital opportunities. Future research 

could thus incorporate a more granular understanding of capacity to deploy existing resources. 

 

Digital transformation is a major challenge for firms in all industries. To leverage the potential 

that digital transformation offers, firms need to build the digital readiness of their respective 

organization. However, while managers feel the urge to digitally transform their organization, 



82 
 

they often are unaware of where and how to start. We address this issue by taking a holistic 

perspective on digital readiness of firms. Reporting from a study of 207 Danish MSMEs, we 

highlight two dimensions – strategy and technology – that have a positive impact on the digital 

transformation outcomes of improved firm performance, digitalized business processes, and 

enhanced digital reputation. We further emphasize the important role of capacity to change to 

deploy the existing resources. Our results, thus, assist managers and practitioners in their digital 

transformation endeavors right from the outset. 
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The rapid pace of development and pervasive diffusion of digital technologies has affected 

organizations’ innovation processes, dynamics, and outcomes. Many established firms mistakenly 

assume that “simply” investing in and adopting digital technologies will lead to success (Kane 

2019). Learning from failure and success, business leaders understand the importance of digital 

transformation, which is a strategic issue rather than a technological one, because it involves 

changes in culture, organization, business model, leadership, skills, and mindsets (Volberda et al. 

2021; Trischler and Li-Ying 2022). 

To adhere to the novel digital innovation paradigm (Lyytinen 2022) and to accelerate digital 

transformation, many firms are experimenting with establishing digital innovation units (DIU), 

which are structurally independent from the parent organization, yet governed by existing 

management (Gupta et al. 2006; Fecher et al. 2020). For approximately 15 years, DIUs have been 

a popular organizational setup by corporations and more industries are creating them (Buvat et 

al. 2017; Brigl et al. 2018; Sindemann et al. 2020). A recent study shows that among the DAX30, 

a stock market index consisting of Germany’s major blue chip companies, only three companies 

have yet to establish a DIU (Holsten et al. 2021). DIUs are organizational units whose overall goal 

is to foster organizational digital transformation by performing digital innovation activities for 

existing and novel business areas (Barthel et al. 2020). In this study, DIUs refer to those 

innovation laboratories with a presumed focus on digital innovation and digital transformation 

of their parent organization.  

For established firms, managing digital transformation is a highly challenging process, as it 

involves raising digital awareness, responding to an increasingly digital environment, developing 

digital resources, changing organizational structures, and sustaining growth strategies, all at 

unprecedented speed (Schneider and Kokshagina 2021; Verhoef et al. 2021). DIUs, as an 

organizational setup, are thus the result of a firm’s digital strategy, plus the means and catalyst to 

achieve digital transformation (Santarsiero et al. 2022).   

Extant literature has addressed several aspects of DIUs, including types (Barthel et al. 2020), 

objectives (Holsten et al. 2021), and organizational design (Holotiuk 2020; Raabe et al. 2020) 

(Holotiuk 2020; Raabe et al. 2020). Scholars researching DIUs agree that an underlying 

assumption of these units is that they can explore digital opportunities and enable the integration 

of an agile and digitally powered culture and relevant expertise into the parent organization 

(Svahn et al. 2017; Verhoef et al. 2021). For established firms, DIUs can play a critical role in 
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digital transformation and in the development of digital innovation. Yet, existing research has 

recently found that most DIUs fail to deliver on this promise (Turrin 2019; Thompson et al. 2020). 

Scholars are studying the reasons for DIU failure. Ahuja (2019), for instance, identifies several 

challenges, including a lack of alignment with the parent organization, a lack of key performance 

indicators (KPIs) that define and track success, and a lack of balance on the team within the DIU. 

Raabe et al. (2020) further point out the non-invented-here syndrome, which hinders successful 

transfer and adoption of digital innovations in the parent organization.  

Perhaps a more fundamental reason behind these challenges is that DIUs are highly dynamic 

entities that are often transient in nature and evolve quickly (Svahn et al. 2017; Fecher et al. 2020). 

Against this backdrop, the DIU leader takes on an important role in managing the dynamic 

interaction between DIUs and the core organization. Yet we have little knowledge on how DIUs 

evolve in relation to the parent organization along a dynamic life cycle and how DIU leaders 

manage activities corresponding to the life cycle’s various paths and stages. To fill this gap, we set 

out to investigate how DIU leaders manage the dynamism inherent to DIUs and the parent 

organization. We contribute to the digital transformation literature by proposing a novel DIU life 

cycle covering four stages that provides a dynamic picture of DIUs. We introduce and discuss two 

dynamic loops that DIU leaders need to manage to ensure a smooth transition between the life-

cycle stages and to avoid critical growth traps. Our findings stem from an exploratory study of six 

Danish DIUs that are all mandated with driving their parent organizations’ digital innovation and 

transformation.  

 

Digital transformation is creating a business environment characterized by high levels of 

ambiguity, volatility, and uncertainty (Schoemaker et al. 2018). New technologies and innovation 

arise at unprecedented speed, often making existing organizational designs insufficient to 

compete (Yoo et al. 2012). Established firms face a dilemma as they need to sustain existing 

business while simultaneously exploring novel digital opportunities. Tensions between 

exploitation and exploration prevail and most organizations struggle to reconcile these 

contrasting objectives (March 1991a; Li et al. 2008). The literature has proposed several 

approaches that enable ambidexterity (O’Reilly and Tushman 2013), one of which is a structural 

solution that allows the two activities to be carried out in different organizational units (Smith 

and Beretta 2021). 



87 
 

DIUs have emerged as a vehicle to reduce the tension of organizational ambidexterity by 

balancing exploration and exploitation in a novel way (Holotiuk 2020). Scholars have noticed an 

increased interest in DIUs across different industries (Berger and Brem 2016; Santarsiero et al. 

2022). One reason for this increased attention to DIUs is that they are seen as the panacea to 

digital transformation and its associated digital innovation challenges (Fecher et al. 2020; 

Santarsiero et al. 2022). Berger and Brem (2016) identified several factors for success in 

establishing an innovative environment, including carefully considering the decision to set up 

such a unit, hiring the right people, and securing a leader to champion the effort.  

Many forms of DIUs exist. Thus, scholars have made attempts to group DIUs into different types. 

Barthel et al. (2020) suggest two types: internal facilitators and external enhancers. Internal 

facilitators mainly deal with innovations concerning the internal organization with an exploitative 

focus on existing business areas or business processes. They are highly integrated with the core 

business and have, as a primary objective, the parent organization’s digital transformation, with 

the occasional target of digital innovation. External enhancers, in contrast, deal mainly with the 

exploration of new products and business models. Like internal facilitators, DIUs in this category 

also aim to transform the parent organization. DIUs are thus not only responsible for generating 

ideas, but also for promoting innovation and creating integration by scouting for ideas, scanning 

the external environment, facilitating innovation activities, publicizing promising innovations, 

and developing prototypes (Sund et al. 2021). 

Established firms are constantly experimenting with new organizational setups for innovation. 

For example, firms frequently use setups such as incubators, accelerators, hackathons, startup 

camps, idea competitions, or spin-offs to explore new innovations. DIUs share similarities with 

these setups regarding their mandates to explore new technological and market opportunities and 

create new products and services for the parent company. However, DIUs are distinctive in terms 

of their “digital” mandates, functions, technical competencies, and organizational setup:  

 DIUs serve as a focused and separate unit for developing digital innovations within or 

separated from the parent organization (Holsten et al. 2021). They are placed in a creative 

space (physically or virtually) with an intentionally maintained startup culture where 

digital tools and innovation methodologies are frequently applied (Fecher et al. 2020).  
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 The innovation development in DIUs is not limited to creating new products, services, or 

business models. Instead, it can be a combination of any of these to achieve the parent 

company’s digital transformation. These solutions can either complement or disrupt the 

parent organization’s existing product portfolio and business model.  

 Although DIUs are lean structures and often transient innovation laboratories, they 

remain for a relatively long period with a dynamic life cycle of evolvement to allow the 

effects of digital transformation to emerge.  

 DIUs require a much deeper collaboration of different people, units, and competencies 

across the organization (Holotiuk 2020).  

 DIUs have a dedicated mandate to raise the digital awareness and digital expertise of the 

entire organization (Raabe et al. 2020). DIUs typically drive the digital transformation 

and the development of digital capabilities within the mother organization.  

DIUs have the responsibility to follow the development trend in digital technologies to identify 

new opportunities for technology adoption and new business creation (Holsten et al. 2021). The 

findings in this study are specific to DIU management, but bear relevance to other types of 

organizational and innovation setups.  

 

We collaborated with the X-Lab Network, a network of more than 30 leaders of Danish DIUs 

hosted by the Danish Design Centre (DDC). Based in Copenhagen, the DDC is an independent 

foundation that promotes the use of design in business and industry. One pillar of its work is the 

digital transformation of firms, institutions, and society at large. The DDC hosts a network of 

Danish DIU leaders to create a community around digital innovation and transformation, to share 

best practices, and to foster knowledge exchange amongst its members. We invited all members 

of the network to join the study. Six companies agreed to participate. We further interviewed an 

industry expert (Expert) who has over two decades experience in building and managing DIUs. 

We provide an overview of the cases (Table 7.3-1). The data collection took place from April 2020 

to February 2021. We assigned pseudonyms to ensure confidentiality. 
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Note: * pilot interviews; **N/A because Expert is working for a consulting firm; *** DIU type 
refers to the time of the data collection; FTE: Full-time employee; The thick line separates focus 
group and additional interview partners. 

 

We categorize the DIUs with regard to each parent organization’s urgency to digitally transform 

(Figure 7.3-1). Some firms have a strong need to digitally transform their business as customer 

demands are rapidly changing, competition is intensifying, or market shares and revenues drop 

significantly. Others foresee the need to transform, but their firm’s industries are less affected―at 

least for now―by the new digital paradigm. Moreover, we categorize the six cases against the 

typology developed by Barthel et al. (2020), which distinguishes internal facilitators and external 

enhancers among DIUs.  
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Plotting the DIUs into this matrix 

captures their nature at the point 

of inception, when they were set 

up and installed. As we will show, 

however, DIUs are inherently 

dynamic and their type, 

innovation focus, and integration 

with the core business can change 

over time, also depending on the 

parent organization’s urgency to 

transform. The DIUs in this study 

are all still in operation and have 

created visible outcomes with 

regard to digital innovation and 

digital transformation of the core 

business. Therefore, we 

acknowledge that the findings derived from these cases are inevitably biased towards successful 

experience. Notwithstanding, we expect the insights to be relevant for managers of DIUs and 

other innovation setups.  

The data collection covered several qualitative approaches (Goffin et al. 2019), including pilot 

interviews, peer-to-peer interviews (see Box), roundtable discussions, and follow-up interviews. 

Based on the gathered data, we developed a first draft of the life cycle and leadership model. To 

validate our insights, we organized three roundtable discussions involving all DIU leaders plus a 

set of follow-up interviews between the researchers and the participants. We recorded and 

transcribed all qualitative data. We applied the Gioia method for data analysis (Gioia et al. 2012) 

and used Nvivo 11 software to identify conceptual patterns across the data through coding. The 

result is a novel DIU life-cycle approach showing how DIUs evolve in relation to the parent 

organization and two emerging dynamic loops that DIU leaders need to actively manage in 

correspondence to the life-cycle stages. We present the emergent data structure (Figure 7.3-2). 
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To understand the dynamics of DIUs and how DIU leaders navigate it, we applied a novel method 

of peer-to-peer interviews, where two DIU leaders met virtually to discuss a set of topics including 

organizational structure, tools and methods, strategy and culture, or leadership. A host from DDC 

and a researcher observed the conversations. The participants agreed to three interviews each. 

We conducted the interviews in English, which was not the participants’ native language. We 

divided the peer-to-peer interviews into three stages. It started with a short introduction by each 

of the peers. We then asked the participants to focus the conversation on current challenges, 

success factors, and their leadership approach for the DIU. After 90 minutes, we moved to the 

final part of the conversation: a question proposed by the two peers from the previous interview. 

Finally, we asked the two peers to propose a new question that would then be asked to subsequent 

interview participants. We conducted 14 interviews of this kind. This method proved to be very 

valuable and appreciated by the respondents, as it allowed for a more in-depth discussion based 

on mutual experience, compared to the traditional interviewer-interviewee relationship of 

qualitative data collection. However, we acknowledge that predominantly relying on this type of 

data collection is a limitation of this study as the results may be affected by participant biases. 
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We first introduce a novel DIU life cycle covering four stages (seeding, growing, harvesting, 

evolving), which we discovered as one of the findings in our data (Figure 7.4-1). The formation of 

a DIU is an act of centralizing digital innovation and digital transformation efforts in a specific 

unit, a strategic tool to accelerate digital transformation, and a physical manifestation of business 

as unusual.  

 

Source: Own illustration 

 Seeding stage―This first stage is characterized by pooling resources in a dedicated unit, finding 

a physical space, defining its vision and purpose, and sourcing high- and low-tech equipment. Of 

particular importance in this stage is to hire the ‘right’ team, which can often look different to the 

core staff, and will likely include digital experts, user experience creators, designers, and data 

scientists. 

 Growing stage―Once the DIU is established, the life cycle enters the growing stage where the 

DIU is in place and is pursuing its strategic goals. The team is growing, while the toolbox is being 

tested, adapted, and customized to ensure the best fit with the organization. Processes are being 
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implemented and improved and innovation outputs are being developed, commercialized, or 

transferred to the parent organization. 

Along the way, the DIU’s performance needs to be measured. This measurement can take different 

shapes, such as KPIs or objective and key results (OKRs) but should acknowledge that innovation 

takes time, and the DIU often has further-reaching objectives than contributing to the bottom line 

(Berger and Brem 2016; Ahuja 2019). These indicators should therefore include a mix of soft 

(desirability of new products, willingness to pay) and hard factors (number of prototypes 

developed, financial contribution) and should be adjusted dynamically in accordance with the 

DIU’s shifting strategic goals. 

If the DIU is successful according to the set performance targets and is not terminated 

prematurely by top management, there will be a time when its strategic purpose is achieved. In 

this case, the resources and capabilities that have been nurtured throughout the growing stage 

within the DIU are now being decentralized back into the parent organization, moving towards 

the harvest stage.  

 Harvesting stage―In this phase, processes, skills, and talents are being diffused to other core 

business units. This stage emphasizes the transient nature of DIUs. Once the decentralization of 

the DIU is taking shape, there are (at least) two scenarios for the next stage: 1) the DIU is being 

closed, either because its mission was fully accomplished or because top management withdraws 

its sponsorship; or 2) the DIU evolves and starts a new cycle. 

 Evolving stage―In practical terms, evolving means that the DIU successfully accomplished its 

mission, yet there is a renewed need to challenge the status quo or to accelerate another 

transformation. In this stage, top management senses for innovation fatigue internally, scans the 

periphery for new trends, and differentiates between management “fashion” and changes with 

real impact. 

 

Our data revealed two dynamic loops that DIU leaders need to manage proactively: smooth 

operator and shape shifter.  
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Smooth Operator refers to the DIU’s overall life cycle (Figure 7.5-1). Here, the DIU lead 

acknowledges the DIU’s dynamic nature. The DIU is a strategic tool to accelerate a firm’s digital 

transformation; it is not typically a permanent setup that indefinitely focuses on digital innovation 

separate from the core. Accepting this dynamic nature of DIUs allows its leaders to become the 

architects of their own fortune. They can actively manage the life cycle of seeding, growing, 

harvesting, and evolving the DIU.  

 

Source: Own illustration 

Ensuring a smooth transition between the stages is important as otherwise senior management is 

likely to pull the plug. A critical activity in the seeding stage is to define the DIU’s strategic focus 

on exploitation or exploration and the degree of integration with the core business. Following 

Barthel et al.’s (2020) typology, most commonly DIUs are set up as either internal facilitators 

(high integration/exploitation) or external enhancers (low integration/exploration). We have 

indicated how the firms in our sample corresponded to this typology at the time of inception. 

Transport’s leader noted that defining the DIU’s strategic purpose is challenging. She reflected on 

how the group of directors had different opinions about the DIU’s strategic purpose. Some 

directors, she said, wanted her unit to focus on radical and exploratory innovation, while others 

wanted her to listen to the core problems, “trying to find new solutions for existing problems.” It 
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required a series of tests—that is, short projects validating that the initial setup as internal 

facilitator was ideal—to get the board of directors to uniformly agree and accept the DIU.  

Also in the seeding stage, the DIU leader needs to fight for senior management’s acceptance and 

support. The organizational anchoring or reporting line can actually work in the DIU’s favor, as 

illustrated in Transport’s case. When Transport was set up in 2016, the unit was anchored within 

IT and reported to the CIO, despite loud critical voices towards the DIU from the established IT 

department. Also, Transport’s leader strongly opposed the idea of being formally attached to IT, 

which struggled with legacy systems at that time and was not involved in any major digitalization 

efforts. But, as the DIU lead reported, the DIU “became like a Trojan horse.” Through the 

organizational connection with IT, the main force opposing to the new setup was silenced as it 

became part of it. 

Gaining legitimacy and creating an understanding of the DIU’s role in the early stages is of utmost 

importance when the DIU is being established as it ensures a smooth transition into the growing 

stage. However, this kind of expectation management is no easy endeavor, particularly as many 

DIUs are born with technology “handcuffs” (Gamble), which means that senior management often 

sees DIUs and their outputs as purely about digital technologies. However, as Gamble’s leader 

rightfully states, technology “can be a means to an end, but definitely not the goal.” A key task of 

a DIU leader is therefore to achieve alignment between the DIU and the parent organization’s 

mission, vision, and purpose. 

Once the DIU and the parent organization are aligned, the DIU is ready to transition to the next 

stage in the life cycle. In the growing stage, the DIU leaders need to create strong ties to the 

organization and quickly show some tangible results. Otherwise, the DIU can be easily accused of 

doing “innovation theatre” (Energy), which may create even stronger resistance from the already 

hesitant layer of middle managers in the parent organization. This layer was commonly referred 

to as “permafrost” (Pharma) or “Rockwool” (Transport), indicating the stubbornness to change 

by some mid-range managers. Actively engaging with and convincing the middle management 

can, however, unleash great potential, as they often remain the critical interface between senior 

management and operations. Middle managers are often the owners of the problem a DIU sets 

out to solve and the owners of the resources a DIU wishes to access. Another approach frequently 

mentioned in our sample is to create a supportive network of managers favoring the DIU. 

“Walking through open doors” (Transport) can help DIU leaders identify some “wicked problems” 

(Energy) that can be solved and leveraged to create enticing stories about the DIU. 



97 
 

Having a supportive network across the parent organization allows for a smooth transition to the 

next stage of the DIU life cycle, the harvesting of the DIU’s achievements. One way to diffuse 

capabilities and knowledge back into the parent organization is to train core staff. By actively 

engaging with business unit employees and inviting them to test and use novel methods, tools, 

prototypes, or digital innovation, the DIU can start building innovation capacity in the core 

organization. The DIU leaders in our sample agree that this kind of training must be done “on the 

job” (Public), for instance, by engaging staff in real project settings rather than courses. Courses, 

which are often associated with heavy investments in the preparation and (global) roll out, 

appeared to be less effective as employees “simply go back to ‘business as usual’ after attendance” 

(Gamble). Building digital innovation capacity in large organizations is no simple task, and the 

DIU leaders need to “accept that change takes time” (Insurance). Some DIU leaders in our sample 

have started to adopt a human-centered approach to change management. Energy’s lead 

described how he takes a holistic perspective to all changes a single employee or a team is exposed 

to. If the same user or group is exposed to too many changes simultaneously, the DIU postpones 

the release of certain tools or processes to not overburden the core staff. Finding this balance is a 

key success factor for ensuring a steady transfer of knowledge and innovation from the DIU back 

into the parent organization. 

If the aim is to fully decentralize or shut down the DIU, the DIU leader needs to assess the status 

of the core organization with regard to the DIU’s intended strategic purpose. Knowing the right 

timing to close the DIU is difficult and largely depends on how well the parent organization has 

absorbed knowledge, skills, capabilities, processes, and innovation generated in the DIU. 

Insurance’s leader describes a very practical approach to solving this dilemma. Every year, she 

consults the executive board and evaluates the needs of the parent organization’s business units 

for the specific DIU’s skills and capabilities. She states, “The goal is that at some point none of the 

units will need us.”  

Another scenario is that the DIU evolves to focus on a new challenge. In this case, the DIU leader 

needs to become a “breeder” to start a new life cycle for the DIU. Some DIU leaders in our sample 

reported how they started to notice “pockets of innovation” (Gamble), seemingly unconnected 

efforts to advance innovation skills in the core organization. Based on these insights, the DIU 

leader can make the case for the renewed need for more centralized efforts of innovation and 

transformation to ensure efficiency and effectiveness in the organization. Others reported how 

they arranged workshops with senior management to “create an ‘aha’ moment” (Transport) and 
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to get them to sign off on the idea to start an innovation unit. Both approaches help the DIU to 

evolve into something new and to restart a new cycle. 

Shape Shifter, the second dynamic loop that DIU leaders need to manage, takes place in the 

growing stage of the DIU life cycle (Figure 7.5-1). This loop refers to a continuous shifting between 

periods of exploitation (including high integration with the core) and exploration (including low 

integration). Remaining in a static position by either staying tightly or loosely coupled with the 

core organization for too long creates several growth traps for the DIU, which may challenge the 

unit’s effectiveness and lead to premature termination of its sponsorship. We identified three 

critical growth traps for DIUs. First, if a DIU was established separate from (not within) the parent 

organization with a strong focus on exploratory efforts, there is a great risk that the DIU eventually 

becomes irrelevant to the organization. As noted by Expert’s leader, some DIUs end up like 

“astronauts with their cords cut just disappearing into deep space.” Innovations, prototypes, 

processes, and other outputs generated by the DIU cannot be absorbed or applied by the core 

business units. As such, DIUs reinforce the isolation of innovation, rather than an integration 

where the DIU contributes to democratizing digital innovation and agility across the organization. 

The second growth trap occurs when the DIU gets placed near (or in) the firm’s headquarters and 

is given the task of exploitation. Here, DIUs often get entangled with and eventually slowed down 

by core processes. Again, Expert’s leader describes this growth trap as DIUs becoming 

“indistinguishable to the core organization.” Similarly, Gamble’s leader describes her struggles of 

being located close to the core business by using the metaphor of a trampoline. “The minute you 

start involving the core business,” she says, “you are loosening the springs, you take out everything 

that gives you the bounce.” Getting consumed by core processes often reduces the DIU’s 

innovation potential. 

To grow, and to avoid these two growth traps, DIUs need to shift between periods of low 

integration/exploration and high integration/exploitation. In our data, we find evidence from 

several cases that have changed their strategic purpose and physical location over time. For 

instance, Transport’s leader describes how her unit’s focus has shifted from incremental 

innovation―exploitation close to the core―to more radical innovation. She notes, “the difference 

between the lab and the organization was becoming less and less. That is why I wanted to create 

a bigger gap again between us and the organization.” In practical terms, this means that Transport 

departed from its initial approach of being closely connected to and supporting the business unit 
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managers to now engaging solely with the director group and focusing on long-term, global trends 

that may have an impact on core business. Instead of inside-out, Transport’s new approach is 

outside-in where it’s “not talking with the business units about their problems, but focus[ing] on 

the outside, looking at customers, looking at the world, and then try[ing] to pick strategic themes 

of importance for the parent organization.” This shift in focus took place four years after the DIU 

was set up in 2016 based on a deliberate decision, upon which actions were taken within just a 

few weeks. 

In contrast, Public’s leader describes how his unit’s role is changing from a “lab,” aiming at 

“moonshot projects far away from the core,” to a “hub,” where they collaborate on incremental 

innovation with the core organization, to a “gym,” where they act as coaches and sparring partners 

for employees from the parent organization. Compared to Transport’s experience, Public’s shift 

in focus was a slower process. Founded in 2017, the early years were all about exploration, as 

Public’s leader explains: “we were pretty much in every sense different from what they [the parent 

organization] had.” But over the years, it became obvious that it is beneficial to the DIU and the 

parent organization, if the focus shifts closer to the core business. 

The third growth trap that we identified in our data refers to exogenous shocks that can have 

detrimental effects on the DIU. Pharma is a powerful example of the consequences if a DIU leader 

fails to turn their DIU into a shape shifter: it has had exceptional success in developing and 

implementing radical digital solutions in the skincare industry. Pharma was founded in 2015, 

however, the synergies and spillover effects to the core business were very limited. Pharma’s 

leader says, “because we were so distant from the core business, the innovations were not really 

felt in headquarters.” In 2019, the parent organization appointed a new CEO and president, who 

implemented an ambitious strategy towards 2025, and, in line with that, reviewed existing 

innovation activities. The lack of impact and failed transfer of innovation and skills from the DIU 

to the core organization forced the new CEO to pull Pharma closer to the core, physically, with a 

new location in the headquarters, and organizationally, with a new goal of supporting the core in 

its digital transformation efforts. This is an example of an exogenous shock in the shape of a 

change in top management. But DIUs might be exposed to other sudden shocks―and eventually 

growth traps―in the form of market changes, technological revolutions, competitive factors, or 

major restructurings of the core organization that enhance or reduce the urgency to transform.  
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The quest for embedding more systematic and impactful innovation in firms is never-ending 

(Sebastian et al. 2017). As we suggest, DIU leaders have a difficult role, as they must continuously 

navigate the life-cycle stages (smooth operator) as well as the growth stage traps (shape shifter). 

The digital paradigm presents a new, turbulent context for established firms (Mugge et al. 2020; 

Lyytinen 2022). From the parent organization’s perspective, the failure of a DIU is problematic 

for several reasons. First, it signifies a waste of resources. DIUs often require heavy upfront 

investments in building a skilled team, an innovative culture, and the foundation to be productive 

by means of low- and high-tech equipment (Raabe et al. 2020). Second, DIU failure can generate 

negative headlines that may harm the parent organization’s reputation. And, most critically, DIU 

failure is a missed opportunity for firms to close the innovation and capability gap to digital 

frontrunners and digital-born startups.   

It is therefore necessary to carefully set up a DIU, to link it to the parent organization, and to align 

its activities with the core organization’s vision and strategic goals (Raabe et al. 2020). However, 

this process is dynamic in nature and follows a life cycle covering several stages: seeding, growing, 

harvesting, and evolving. Existing research typically treats DIUs as static, ignoring the fact that 

their focus or level of integration, amongst other things, change and evolve over time. Some DIUs 

are designed to be dynamic, while others become dynamic (Barthel et al. 2020). Our findings shed 

light on the reasons why DIUs become dynamic. We identify several growth traps that DIUs need 

to avoid to scale and remain in operation. DIUs need to become shape shifters that continuously 

change their focus, shifting from an internal facilitator with a focus on exploitation and high 

integration with the core to an external enhancer with a focus on exploration and low integration. 

Established firms need to find and place a strong leader within senior management ranks who 

can ensure the DIU’s effectiveness (Santarsiero et al. 2022). Without strong leadership, the 

security, integrity, and creativity of the DIU will be compromised (Berger and Brem 2016).  

 

Our findings generate several relevant implications for DIU leaders, for managers involved in 

corporate innovation and top management acting as DIU sponsors. In their role as smooth 

operators, DIU leaders need to acknowledge that their unit evolves along a dynamic life cycle and 

manage activities correspondingly to ensure a smooth transition along the path and between the 

stages. We summarize the activities a DIU leader needs to perform and suggests a set of questions 

to guide leaders in their capacity as smooth operators (Table 7.7-1). 
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Source: Own illustration 

In their role as shape shifters, DIU leaders ensure that their unit grows by avoiding critical growth 

traps. We provide an overview of the identified growth traps and what DIU leaders can do to steer 

clear of them (Table 7.7-2). 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Own illustration 
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Our insights show that DIU leaders must cope with the highly dynamic change of the units and 

the company as a whole. DIU leaders need to act as promoters who create enthusiasm for digital 

innovation in the company, and as conveyors, who seek to democratize digital innovation and 

transformation processes by becoming a sought-after unit for visionary projects meeting the 

digital paradigm. 

 

DIUs are one attempt to navigate established firms through the new digital innovation paradigm. 

DIUs are vulnerable organizational structures that require attention and effort to manage 

successfully. DIU leaders take a central role in turning DIUs into catalysts for change by 

continuously and consistently navigating the dynamism inherent to these units. We argue that 

DIU leaders need to ensure a smooth transition between the different life-cycle stages and avoid 

critical growth traps by shifting between periods of exploration and exploitation. We contribute 

to the emerging DIU literature by providing new insights into innovation practices in the context 

of digital transformation. We also offer practitioners useful guidance to help them use DIUs more 

effectively. 
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Digital platforms play a dominant role in the global economy (Parker and Van Alstyne 2018; 

Gawer 2021). This is evident in the high valuations for platform-based corporations and startup 

“unicorns”. Well-known examples include Airbnb, Amazon, Alibaba, or Uber, and more broadly 

those companies that “use digital technologies and connectivity to exploit and control digitized 

resources that reside beyond the scope of the firm, creating value by facilitating connections 

across multiple sides, subject to cross-side network effects” (Gawer 2021; p. 1). These digital 

platforms have not only acquired economic dominance, they are also attracting increasing 

academic attention. In a recent literature review, Rietveld and Schilling (2020) have taken stock 

of the existing scholarly work and outlined four prevalent themes in digital platform research, one 

of which focuses on the platform sponsor and its dominant role in business ecosystems. The 

platform sponsor, sometimes also referred to as platform provider, hub or keystone firm, is the 

individual, organization, or consortium that owns, controls and promotes the platform. 

This short conceptual paper builds on this theme. We collected findings on platform sponsors 

from different strands of literature, such as information systems (Parker and Van Alstyne 2018), 

management studies (Helfat and Raubitschek 2018) and economics (Zhu 2019). However, two 

shortcomings were identified in the literature that cut across disciplines. First, we agree with other 

authors in criticizing the current literature for treating competitive outcomes as static, although 

platforms are fundamentally dynamic in nature  (De Reuver et al. 2018; Gawer 2021; McIntyre et 

al. 2021b). In other words, we are dealing with one of the fastest evolving phenomenon in 

management history (Trabucchi et al. 2019), yet the vast majority of literature is studying it 

statically. Second, we bemoan the overly narrow focus on discrete attributes of platform 

competition and align with scholars who urge to build a more holistic, unified perspective on 

digital platform strategies (De Reuver et al. 2018; Rietveld and Schilling 2020). Suitably, Gawer 

(2021) encourages scholars to develop more complete and dynamic models of digital platform 

behavior.  

To address these gaps, this paper builds on the unified model connecting a firm’s strategy, 

business model and tactical activities (tactics) proposed by Casadesus-Masanell and Ricart 

(2010). Tactics, in this context, are a set of choices available to a firm based on its business model 

that determine how much value the firm creates and captures (Casadesus-Masanell and Ricart 

2010). The strategic decision to develop and implement a digital platform business model thus 

determines the tactical scope of the platform sponsor. We introduce the term digital platform 
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tactics, which is defined as implementation activities available to digital platform sponsors. 

Despite its importance, the strategic management and business model literature mostly neglects 

these implementation activities when it comes to digital platforms (for notable exceptions see van 

Andel 2019; Karhu et al. 2020; Trabucchi 2020). Therefore, the next section introduces a novel 

framework for platform sponsors that assists in subdividing the scope of possible activities of 

digital platform sponsors in a temporal and contextual manner, which is further used as an 

interpretive lens to identify and map platform tactics in the existing platform literature. 

 

This paper adopts a pragmatic interpretation of the strategy concept. Strategy is then about the 

fundamental decisions a company has to make in order to position itself in a competitive market. 

Tactics, on the other hand, refer to these decisions and describe the concrete actions to implement 

them (Mackay and Zundel 2017). In line with our pragmatic view, Casadesus-Masanell and Ricart 

(2010) offer an integrated model to describe the interplay between a company's strategic choices, 

business models, and tactical activities. Here, strategy refers to “the choice of business model 

through which the firm will compete” (p. 196). The chosen business model then spans the 

boundaries for tactical activities as a modality for strategy implementation. 

In order to address the aforementioned call for a more dynamic classification and holistic 

understanding of platforms, this paper focuses on how firms tactically implement strategic 

decisions to build and operate platform business models. However, this article argues that tactical 

activities―as proposed by Casadesus-Masanell and Ricart (2010)―require further differentiation 

because the model describes them as unidimensional sequences of competitive choices without a 

temporal or contextual classification. This falls short, as platform business model boundaries tend 

to change over time and in scope (Gawer 2021). Their model therefore does not allow for the 

development of a granular understanding of tactical implementation activities given the time and 

context dimension. 

To address this, a framework is introduced for undertaking a temporal and contextual 

classification of tactical activities tailored to digital platform business models. The model builds 

on Teece (2017), by introducing the lifecycle phases birth, expansion, leadership, and renewal. 

According to Teece (2017), in the birth phase, a value proposition is devised to capture value from 

an innovation. During expansion, the business is scaled and refined while closing out rivals. 

Leadership entails keeping customers and partners engaged while maintaining a controlling 
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position within the ecosystem. Finally, in the renewal stage, the platform sponsor brings in new 

ideas into the ecosystem in order to initiate new value generation. 

For the purposes of contextual classification, the model distinguishes between tactical activities 

in the realms of platform attributes, the core product, governance mechanisms, and the 

surrounding ecosystem (Helfat and Raubitschek 2018). Platform attributes refers to the technical 

architecture, including a stable core and a modular periphery (McIntyre et al. 2021a). The core 

product describes a manifestation of the platform’s value proposition in a product or service (Sorri 

et al. 2019). Governance, in our model, refers to the setting and enforcing of rules or collective 

action on the platform (Rietveld and Schilling 2020), and, lastly, ecosystem relates to autonomous 

actors linked to the platform with a shared interest in value creation and distribution (Jacobides 

et al. 2018). 

Source: Own illustration 

The resulting framework is a four-by-four matrix (see Figure 8.2-1; please note that the labels A1-

D4 refer to the Table 8.5-1 in the Appendix). Besides adding the two new dimensions to the tactical 

activities concept, we break down and arrange platform firms’ strategic implementation activities 

by means of the new framework. In particular, we revisit existing literature on digital platforms, 

extract platform tactics as interpretative synthesis from case study descriptions (Rauch et al. 

2014; Gawer 2021) and allocate them in our framework (see Figure 8.3-1). To enhance the 
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reliability of our findings, two authors initially mapped the tactics in the framework, which then 

was discussed and refined with the third author. Webster and Watson’s (2002) approach guided 

the selection of relevant articles by suggesting starting at a leading journal in the field and 

extending the analytic scope "backward" and "forward". Concretely, the literature search started 

with the recent special issue in the Strategic Management Journal (Kretschmer et al. 2022) on 

“Platform Ecosystems as Meta-Organizations” and continued until a level of saturation–i.e., 

repetition of tactics–was reached. 

 

This short paper introduces the concept of digital platform tactics and a novel framework that can 

assist in subdividing the scope of possible activities of digital platform sponsors in a temporal and 

contextual manner. Figure 8.3-1 provides an overview of over 20 first-order tactics as well as three 

indicative insights (I, II, and III, in Figure 8.3-1), which will be discussed below. Importantly, a 

first-order tactic can accommodate multiple second-order tactics. To give one example, the first-

order tactic assure quality complements (B3 in Table 8.5-1) encompasses several second-order 

tactics including institute stratified platform access policy, implement screening/certifying 

system, and provide first-party content, amongst others. A comprehensive overview of all 

identified second-order tactics (approximately 75) is presented in Table 8.5-1 in the Appendix2. 

First, the model reveals an interesting activity cluster in the ecosystem context at the leadership 

stage (I, in Figure 8.3-1). Here, a trend was noticed whereby platform sponsors’ focus shifts from 

a platform’s core product and the technological infrastructure during early maturity phases, 

toward tactics to implement protective positioning on an ecosystem level. For example, platform 

sponsors seek to actively shape regulations and institutions (first-order tactic). To do so, they rely 

on a set of second-order tactics. Some, for instance, expand the team of lobbyists, as illustrated 

by big tech-firms – such as Google, Amazon or Apple - who have considerably increased their 

lobbying budgets in Brussels by 510% since 20143. Others invest in infrastructure deficits, as 

exemplified by Google’s ambitious project Loon, which aims to connect the unconnected in the 

developing world. Similarly, the free distribution of laptops to schools also carried out by Google 

 

                                                           
2 In the published version, this comprehensive overview was out of scope 
3
 According to an analysis conducted by Transparency International 
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Source: Own illustration 

to promote the use of digital services in education across the board is a suitable example. Another 

second-order tactic in this regard relates to actively shaping the socio-cultural context. Uber, for 

example, sent out emails to customers in Chicago proclaiming “Keep Chicago Uber!” to put 

pressure on law-makers after experiencing regulatory pressure. This interplay of digital platform 

leadership and institutional and regulatory aspects has been identified as a highly relevant area 

of research (Rietveld and Schilling 2020; Kretschmer et al. 2022). 

A second insight emerged around some first-order tactics spanning several (or all) contextual 

dimensions but appearing to be dominant in only one temporal dimension. The opposite, i.e. 

several temporal phases and one contextual phase, has not been found. One example for a “multi-

dimensional” first-order tactic is building a defense, which prevails across all contextual 

dimensions in the leadership stage (II, in Figure 8.3-1). Existing research on digital platforms 

emphasizes a platform sponsor’s general drive to maintain a controlling position by building entry 

barriers against rivals and newcomers (Teece 2017; Gawer 2021). However, through the proposed 

framework, practitioners and scholars can develop a more granular understanding of the tactical 

activities of platform sponsors across various contextual dimensions. 
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From a platform attribute perspective, platform sponsors build a defense by selectively closing 

platform boundaries to weaken rivals (McIntyre et al. 2021a). A prominent example concerns 

Facebook, which disallowed Vine’s access to its API after Vine was acquired by Facebook’s rival 

Twitter (Gawer 2021). Facebook’s tactic to weaken Vine paid off as Twitter abandoned Vine in 

2016. Another second-order tactic is to invest heavily in technological R&D to drive out rivals 

(Gawer and Cusumano 2008). This tactic refers to what has been labelled “tipping” and 

encompasses the development of unique, compelling features that are hard to imitate. A good 

example can be found in the early days of the web browser market, where Microsoft Internet 

Explorer replaced the first browser developed by Netscape as the dominant market player. Besides 

being in an advantageous position of having a strong market presence with its Windows software, 

Microsoft also had much greater resources to continue investing in browser R&D – thereby 

winning the standard war against rivals and effectively building a defense (Gawer and Cusumano 

2008). 

Regarding the core product, platform sponsors consider vertical integration to build a defense. 

Content consumption devices, such as Amazon’s Fire TV, Fire Stick, Kindle or Alexa drive users 

to the platform, enhance generativity, but also create strong lock-in effects (Aversa et al. 2021). 

Another tactic that relates to building a defense in the core product dimension is the facilitation 

of learning investments and co-specialization (Rietveld and Schilling 2020). An example of a 

platform sponsor applying this tactic is Alibaba, which regularly invites complementors to join 

so-called “Dream Trips and Orange Success Camps”. The goal of these initiatives is for 

complementors to learn and master the use of the Alibaba platform, which in turn creates 

incentives to remain a complementor in the future. 

From a governance perspective, a closely related tactic is then to prevent the transferability of the 

acquired knowledge to another platform. A common practice for platforms is to allow both sides 

to develop a reputation and trustworthiness through a reciprocal rating mechanism (McIntyre et 

al. 2021a). In the case of Uber, for instance, both drivers and passengers are able to rate the service 

and experience. But Uber prevents the transferability of the drivers’ and passengers’ overall 

ratings to its competitor Lyft. Any complementor or user that changes the platform will then have 

to start building a new reputation on the competing platform. Another second-order tactic to build 

a defense in the governance dimension relates to rules that regulate interaction on the platform. 

In other words, what are members of the different sides allowed to do? Platform sponsors can 

allow users access to multiple online services, which is reported to have a similar effect to an all-
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you-can-eat dining experience (Aversa et al. 2021). Prominent examples include Google or 

Amazon, which allow users access to various online services, creating strong lock-in effects. 

Finally, in the ecosystem dimension, as part of their defense, platform sponsors continuously 

search for complementors that can threaten their central position in the ecosystem. Google’s 

Android operating system, for instance, spurred explosive global adoption, yet it also enabled 

other firms, including direct competitors, to build proprietary platforms ‘on top’ of it (Pon et al. 

2014). To guard against this, Google actively scans the ecosystem to seek out potential threats. 

Similarly, platform sponsors need to screen the industry for ‘copy cats’ – entrepreneurial teams 

that try to imitate the platform and gain some of its market share (Cennamo 2019; McIntyre et al. 

2021a). The Berlin-based internet company Rocket Internet, for example, is notorious for its 

approach of imitating successful platform business models. 

Interestingly, the first (I) and second (II) insights are highly related and show how the challenges 

of creating a successful digital platform also prevail after the critical expansion phase. To 

dominate in their respective industry, digital platform sponsors need to prove themselves able to 

build a proper defense across all contextual dimensions, while managing institutional and 

regulatory aspects that – after the expansion – become even more relevant.   

A third insight relates to the relative paucity of digital platform tactics during the renewal phase, 

across all contextual dimensions (III, in Figure 8.3-1). Any advantage a platform sponsor may 

have during the leadership phase may disappear overnight should a competitor devise a superior 

business model (Morris 2013). A set of tactics for self-renewal can thus be key and firms should 

therefore seek them well in advance. However, most existing work focuses on big, successful 

digital platform cases, such as Airbnb, Uber, Google, Facebook, or Apple, which tend to seamlessly 

renew their platform (Teece 2017). Research on successful renewal of less-known digital 

platforms in ‘niche markets’, which have to go through more radical shifts due to technological 

advancements or market changes, is limited although highly relevant as it is during this critical 

evolution where many platforms fail (Gawer 2021). 

 

In this short paper, we follow Cuc (2018) and others who encourage strategic management 

scholars to devote more attention to platform business models. Understanding the dynamics of 

platform competition is a strategic imperative for managers (McIntyre et al. 2021a). Yet, a gap 

exists in the literature concerning holistic and dynamic models of digital platform behavior. Our 
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work contributes to this gap in three ways. First, this paper expands the concept proposed by 

Casadesus-Masanell and Ricart (2010) by adding platform business models as a potential 

strategic choice and introducing and defining digital platform tactics. Second, this paper extends 

the unidimensional view of tactical activities as proposed in the original model by presenting a 

novel framework encompassing a temporal and contextual dimension (see Figure 8.2-1). Third, 

the resulting four-by-four matrix was used to review the current digital platform literature and to 

identify and map over 20 first-order, leading to three indicative insights (see Figure 8.3-1). 

This work has further theoretical implications for the wider digital platform strategy literature. 

Through the analysis and mapping of implicitly derived tactics from existing publications, the 

proposed framework helps scholars to cluster the contributions of different platform literature 

streams and to identify sparsely studied domains, as in the case of the renewal phase. In this way, 

it can help us to develop a holistic understanding of the complex platform phenomenon and to 

examine existing findings for generalizability (Taeuscher and Rothe 2021). 

Understood as a part of the broader management research, our work holds theoretical 

implications for the literature on dynamic capabilities (Teece 2017). Authors have repeatedly 

criticized the under-specification of the dynamic capabilities construct, leading to frustration 

amongst scholars and practitioners (Schilke et al. 2018). We argue that our framework can 

contribute to a more nuanced understanding of dynamic capabilities for digital platform business 

models. Capabilities are generally defined as the capacity to undertake activities (Helfat and 

Raubitschek 2018) and our framework provides an overview of dozens of specific activities that 

digital platform sponsors undertake. The missing link is the question of which dynamic 

capabilities are needed to perform and implement these activities. This area provides fertile 

grounds for further research. 

For managers and practitioners, the platform tactics model offers guidance into the range of 

activities necessary to implement and competitively operate digital platform business models. By 

subdividing the scope of possible activities in a temporal and contextual manner, the framework 

provides practitioners with a guide to classifying their own company or to planning future 

business activities. The illustrative examples of the platform tactics mentioned further serve 

practitioners as inspiration for action and possible food-for-thought for the development of 

alternative approaches to overcome for example the defensive tactics of dominant platforms in a 

given segment.  
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Our work does not come without limitations. We discuss digital platforms as general phenomena. 

It has been noted, however, that platforms can be distinguished into different types, for example 

transaction or innovation-oriented platforms (Gawer 2021). Similarly, scholars emphasize that 

not all platform markets are the same – there is a distinction between “winner takes all” and 

“distinctiveness” markets (Cennamo 2019). Further research could add these factors to our 

framework of digital platform tactics. Finally, from a strategic point of view, De Reuver et al. 

(2018) argue that a decomposition of “necessary” and “nice-to-have” conditions could enhance 

our understanding of digital platform competition. Applying this logic to digital platform tactics 

in our framework would allow us to distinguish between critical and less-critical tactics for 

platform operators. Here, more empirical work is needed to test the context and conditions under 

which a tactic becomes more or less critical. 

In conclusion, this paper provides a theoretical framework that classifies the tactical activities 

used to implement strategic decisions, with a focus on platform business models. The temporal 

classification is intended to meet the need for a more dynamic description of digital platforms, 

while the contextual classification supports a more holistic understanding of them. We believe 

that this short paper marks the beginning of a relevant and insightful endeavor, which hopefully 

inspires other scholars and practitioners to contribute to the debate around digital platform 

tactics. 
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Note: * Box refers to Figure 8.2-1            Source: Own illustration 
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This chapter discusses the contributions from the obtained results of this Ph.D. thesis. Moreover, 

it provides implications for further research and the overall limitations of the thesis. 

 

This thesis makes some important contributions to theory and practice, which are outlined in 

detail below. Table 9.1-1 provides an overview of the articles’ theoretical (Ågerfalk 2014), 

empirical/methodological (Bergh et al. 2022), and practical contributions. 

Source: Own illustration 

 

The research articles that comprise this Ph.D. thesis make some considerable contributions to 

theory. First, Article A provided a thorough overview of the existing work in the field of digital 

business model innovation, finding that the field remains in its infancy (Rachinger et al. 2018; 
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Aagaard 2019; Parida et al. 2019; Li 2020a) and pointing out a potential bottleneck, namely the 

low level of construct clarity regarding the digital business model innovation concept. A clear 

literature gap exists, as consensus on a common and generally accepted definition of digital 

business model innovation remains nonexistent, and attempts to define it are lacking (Martín-

Peña et al. 2018; Schallmo and Williams 2018; Bican and Brem 2020). While it is likely that digital 

business model innovation research will grow considerably in the future despite the lack of 

construct clarity―or because of it (Foss and Saebi 2018)―it is important to prevent different 

research streams from becoming siloed and ensure that research efforts do not branch off into 

unconnected directions. Thus, Article A helps fill this gap by proposing a novel definition of the 

digital business model innovation concept:  

“purposeful, non-trivial, dynamic changes made to the key elements of the 

business model by transforming analog, physical objects, processes, or content 

into primarily (or entirely) digital formats” (Trischler and Li-Ying 2022). 

This definition, compared with existing definitions that other authors have proposed, stands the 

test of construct clarity put forth by Suddaby (2010), who emphasized that good definitions 

should capture effectively the concept’s essential properties, avoid tautology and circularity, and 

be parsimonious. The proposed definition helps enable cumulativeness in the field, i.e., if more 

researchers agree on a definition, causality, mechanisms, and empirics are likely to improve, 

moving the whole field of digital transformation and business model innovation further (Foss and 

Saebi 2018). Suddaby (2010) argued that “clear constructs are simply robust categories that distill 

phenomena into sharp distinctions that are comprehensible to a community of researchers” (p. 

346). To increase our proposed definition’s robustness, we traced its foundation by introducing 

and thoroughly discussing its attributes and how they can advance the field through further 

research. Overall, Article A advances our understanding of digital business model innovation and 

exposes the concept to a wider audience, including strategic management, information systems, 

and organization studies scholars. 

Second, Article B addressed a critical literature gap. As Xie et al. (2022) pointed out, despite the 

importance of digital readiness, existing research lacks thorough theoretical and empirical 

investigations of the topic regarding business models’ digital transformation. Article B helped fill 

this gap by examining the relationship between multi-dimensional digital readiness and digital 

transformation outcomes. The study built on existing knowledge on digital transformation (Kane 

et al. 2015; Matt et al. 2015; Sebastian et al. 2017) by highlighting the important role of both digital 

technology and digital strategy dimensions. However, Article B extended these studies in two 
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ways. On one hand, it demonstrated the negligible role of “alignment” across the dimensions. 

Several studies have called for alignment or digital congruence, yet Article B did not support these 

claims. However, it emphasized the role of capacity to change, linking digital readiness to the 

emerging digital dynamic capability literature. Moreover, Article B reflected on the need for 

digital transformation during a global pandemic, e.g., COVID-19, and demonstrated how the 

global lockdown reinforced the need for firms to invest in digital readiness. 

Third, Article C provided a theoretical contribution by proposing a dynamic life cycle perspective 

on digital innovation units. Although digital innovation units’ transient nature has been 

mentioned sporadically in the literature (Svahn et al. 2017; Fecher et al. 2020), existing scholarly 

work on digital innovation units often has treated the phenomenon as static, failing to provide a 

detailed account of the different life cycle stages. As Barthel et al. (2020) emphasized, 

“organizations see these [digital innovation] units’ evolution as a dynamic process” (p. 13) in 

which some units are designed to be dynamic, while others become dynamic. Thus, Article C 

introduced a novel life cycle for digital innovation units covering four stages: seeding; growing; 

harvesting; and evolving. These stages can lay the foundation for more empirical work on digital 

innovation units. They also can inform better theory-building by providing a more granular and 

accurate perspective on digital innovation units. Assumptions that previously would have been 

tested across a set of digital innovation units regardless of their life cycle stages now can be 

validated more specifically regarding the individual development stage. In this way, future 

research can avoid comparing apples and oranges, i.e., testing and comparing a set of assumptions 

in one unit in the seeding stage and another in the harvesting stage. As Article C indicates, a digital 

innovation unit’s focus, activities, and requirements differ greatly across the different life cycle 

stages; thus, future research must consider this. 

Fourth, Article D’s theoretical contribution is twofold. On one hand, we expanded the generic two-

stage framework that Casadesus-Masanell and Ricart (2010) introduced by adding platform 

business models as a potential strategic choice and by introducing and defining digital platform 

tactics. In their seminal paper, Casadesus-Masanell and Ricart (2010) discussed and defined 

strategy, business model, and tactics in a general way. Article D built on these notions and 

conceptualized the generic model regarding digital platform strategy. Following Casadesus-

Masanell and Ricart’s (2010) argumentation, if a firm pursues a digital platform strategy, it adopts 

a digital platform business model, which opens up a set of residual choices by virtue of the 

business model that the firm employs. We termed these residual choices digital platform tactics, 

which are defined as implementation activities available to digital platform sponsors (Trischler et 

al. 2021). 
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However, Article D extends the unidimensional view of tactical activities, as proposed by 

Casadesus-Masanell and Ricart (2010), by presenting a novel framework encompassing a 

temporal and contextual dimension. This contribution is a direct response to recent calls for more 

research that generates more complete and dynamic models of platform firms’ behavior (Gawer 

2021). The framework covers the temporal dimensions of birth, expansion, leadership, and 

renewal, as well as the contextual dimensions of technical architecture, core value proposition, 

governance, and ecosystem (Teece 2017; Helfat and Raubitschek 2018). The resulting four-by-

four matrix allows for categorizing and grouping digital platform tactics. Interestingly, Article D 

further finds that a distinction can be made between first-order tactics and second-order tactics, 

i.e., a first-order tactic can accommodate two or more second-order tactics (see Table 8.5-1). 

 

 

Throughout this Ph.D. project, novel empirical data were collected and analyzed, and new 

methods were developed and applied, comprising another set of contributions. In terms of 

methodological contributions, Article B developed a theoretically grounded, multi-dimensional 

digital readiness construct. Other digital readiness and maturity tools exist, but as Aagaard et al. 

(2021) noted, these tools often lack theoretical grounding. The proposed construct builds on the 

latest academic contributions on digital transformation to derive a set of dimensions relevant for 

digital readiness. In particular, Article B proposed the dimensions of organization, people, 

strategy, technology, and market, plus several subcategories and relevant questions. Figure 9.1.2-

1 presents the multi-dimensional digital readiness construct. 
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Source: Own illustration 

Article C makes another methodological contribution, in which we developed and applied a novel 

peer-to-peer interview method. Traditionally, peer-to-peer methods have a strong affiliation with 

medical studies, in which researchers use peers to gain access to vulnerable groups, including the 

disenfranchised, and other hard-to-reach populations (Warr et al. 2011). In Article C, we 

translated and adapted this approach to management research. To get practical insights into how 

digital innovation units’ leaders manage daily operations, two managers were put in a virtual 

room (via the video conference call tool Zoom) for roughly 120 minutes to discuss challenges and 

success factors of their work regarding digital transformation and innovation. The two peers were 

“matched” based on their answers to a survey distributed before the interview. The interviews 

were divided into three stages, inspired by a dinner menu (see Figure 9.1.2-2). 
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The starter was a short introduction by each of the 

peers, going beyond the basic information compiled 

and shared before the interview. Initially, the idea was 

also to take a short tour through the lab using a 

camera, but due to the ongoing COVID-19 pandemic, 

most of the participants worked from home, which 

made the lab tour unfeasible. After the starter, for the 

main course, the participants were asked to focus the 

conversation on three of the previously indicated areas 

of interests, namely organizational structure, 

governance, culture, work methods, training, KPIs, 

focus, and results. Interestingly, the transition from 

the first to the second course always was seamless. 

After 90 minutes, we stopped the conversation to serve 

the dessert, which was a question that the two peers 

from the previous interview posed. Finally, the two peers posed a new question that then was 

asked to the following peer-to-peer interview participants. 

After the data collection phase, we asked the research participants about their own experience to 

gain additional insights into this particular research method. We prepared a short online survey 

that six interviewees completed. The overall feedback was very positive. Some of the experienced 

benefits or advantages according to the peers included that the interviews were perceived as 

“much more engaging and interactive” and that this format allowed them to “focus on areas of 

biggest interest” and to “share longer and more detailed examples, which led to deeper insights.”  

While these observations were not surprising, a less-intuitive argument for the peer-to-peer 

method is that it “allows time to reflect and dwell at those reflections,” as one participant stated 

in the online survey. Traditional interviews between an interviewer and interviewee often are 

characterized by short questions and elaborate answers. The interviewee’s share of the 

conversation is often dominant, i.e., the mental space to digest and reflect what has been said and 

what will be said is often not granted. However, with peer-to-peer interviews, the share of the 

conversation is more or less equal, allowing both peers to listen, reflect, and build on what has 

been said. Related to this observation is another comment from a participant who noted that peer-

to-peer interviews seem “to generate more creative and innovative conversations compared with 

traditional interviews,” another indicator that the more equal distribution of speech time may 

exert a fruitful effect on content. Finally, one respondent emphasized that she both was “inspired 
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and gained new insights” from talking to peers, two things that research participants in traditional 

interview settings most often cannot confirm. 

Critical comments predominantly emerged about interviews deviating from the “script.” As 

mentioned above, we matched two peers according to a mutual interest from a range of predefined 

topics. During the main course, we intended for the interview to cover three topics, but 

considering that the aim was to have as little facilitation and moderation as possible, the 

conversations sometimes did not cover all three topics during the main course, or deviated 

considerably from the conversation menu. However, given this project’s exploratory nature, we 

did not perceive this fact as a weakness of the peer-to-peer approach, but rather as a strength. We 

wanted the participants to take the conversations in whatever directions they thought were the 

most interesting. The conversation menu was merely a tool to start the conversation and to give 

the respondents a sense of preparedness to put them at ease (Easterby-Smith et al. 2008). 

Regardless of these reported challenges, the general sentiment among the participants was very 

positive toward the applied peer-to-peer method. All participants that completed the online 

survey suggested adopting this approach—rather than traditional interviews—in a potential 

follow-up project. This is a strong indication that management researchers need to be more 

creative in their data collection approach wherever the research design allows for it—something 

that leading scholars have called for (Guercini 2014). 

In terms of empirical contributions, this Ph.D. project provides several new insights. First, Article 

A offered a systematic search and a compilation of contemporary literature on digital business 

model innovation. While other review papers exist (Joseph 2018; Martín-Peña et al. 2018; Parida 

et al. 2019), Article A is the first to address digital business model innovation and the construct 

clarity issue specifically, based on a relatively large and recent sample compared with existing 

reviews. Other researchers in the field of digital transformation and business model innovation 

will benefit from this systematic, state-of-the-art compilation of relevant literature. Similarly, 

Article D, in its extended version, provided a comprehensive overview of the contemporary 

platform literature. Article D’s empirical contribution is a new interpretation of existing work, i.e., 

reading the most influential scholarly work on (digital) platforms through a new lens to identify 

and distill digital platform tactics (Rauch et al. 2014; Gawer 2021). This interpretive lens is 

focused and based sharply on the proposed framework, covering four context and four life cycle 

dimensions. 

Second, Article B and C’s empirical contributions lie in their primary data collection. For Article 

B, we collected ample empirical data on (Danish) SMEs’ multi-dimensional digital readiness. This 
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proprietary data set was novel and allowed us to gain new insights on small Nordic firms’ digital 

readiness. For Article C, we collected rich qualitative data on digital innovation units—an area 

with little extant literature (Barthel et al. 2020; Raabe et al. 2020)—making exploratory, 

qualitative efforts to understand this phenomenon highly relevant. 

To sum up, this thesis makes some strong methodological and empirical contributions. In 

particular, the peer-to-peer approach to data collection has the potential to generate solid insights 

from rich qualitative data in other research projects. I hope that the explanation and participant 

observations will inspire other scholars to adopt this approach in future studies. 

 

This thesis also makes several practical contributions and recommendations for practitioners. 

Managers pay a significant amount of attention to digitalization and digital transformation 

(Warner and Wäger 2019; Ritter and Pedersen 2020). However, as Chesbrough (2007) pointed 

out, when it comes to business model innovation, many organizations have a “leadership gap” (p. 

16), i.e., often no one person in the organization has the authority or capabilities to innovate the 

business model. Therefore, our findings are relevant for managers and leaders in various 

organizational settings who are willing to take action and drive the digital transformation of their 

firms’ business models. In particular, our insights speak to internal decision-makers, internal and 

external consultants, strategic innovators, managers of digital innovation units, chief digital 

officers, and other C-Level executives.  

First, the proposed definition for digital business model innovation in Article A supports the 

development of a common language between academia and practice. As Fjelstad and Snow (2018) 

emphasized, a clear definition enables theory to develop systematically, thereby functioning as 

scaffolding to provide coherent guidance to managers. Digital transformation occurs at an 

unprecedented pace, and managers and practitioners often request blueprints, best practices, or 

detailed recommendations on how to transform their firms and business models. Academia 

potentially has much to offer in this regard, but management researchers frequently have 

criticized practitioners’ limited translation and adoption of research insights (Rynes 2007). 

Suddaby (2010) attributed this partly to weak constructs and suggested that “effective constructs 

navigate a narrow path between definitional accuracy and communicable generality” (p. 353), so 

that broad audiences can understand and participate in the discourse. By proposing a novel 

definition and tracing its foundation, we hope to help develop a common understanding of the 

digital business model innovation concept that enhances the integration of research with practice. 
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This is of particular importance in the digital context, in which a “conundrum” prevails in which 

terms often are defined only vaguely (Bican and Brem 2020), and constructs are used under the 

assumption that the reader intuitively understands them (Knudsen 2020). 

Second, Article B addressed the issue of digital readiness, suggesting that firms need to invest in 

digital readiness and capacity-building to keep pace and compete in the new digital paradigm 

(Gfrerer et al. 2021; Halpern et al. 2021). However, considering the liability of smallness, which 

often means a lack of (financial) resources available to SMEs (Horváth and Szabó 2019), our study 

provides optimistic results to practitioners. Article B points out two dimensions that managers of 

small firms should target in developing digital readiness. Leaders should focus on developing a 

strong digital strategy and vision, embracing digital business models, replacing legacy technology 

with digital technologies, and building data analytics capabilities. By initially focusing on the 

digital strategy and digital technology dimension of the proposed multi-dimensional digital 

readiness construct, managers can get their firms’ digital transformation efforts done right. In 

this way, firms can invest their limited resources in a more targeted and structured way, 

minimizing the competitive disadvantages of bigger or more digitally advanced players. 

Third, Article C provided relevant insights for managers, particularly leaders of digital innovation 

units, and other top management ranks assigned with digital transformation and innovation. 

Specifically, we suggested how innovation leaders can initiate and manage the dynamism inherent 

within digital innovation units. These units supposedly take on a central role in the digital 

transformation of firms in various industries (Berger and Brem 2016; Gryszkiewicz et al. 2016). 

However, in many cases, the results are disillusioning (Ahuja 2019). Article C identified and 

described different growth traps for digital innovation units that could explain why most of these 

units fail to deliver on their promises. Innovation unit leaders can avoid these growth traps by 

continuously shifting between exploration periods, loosely coupled with the core organization, 

and exploitation, tightly coupled with the parent firm. 

To ensure that these and further practical insights reach out to a wider non-academic audience 

and relevant practitioners, I collaborated with the Danish Design Center (DDC) to develop and 

publish a report, “Diving Deep Into Corporate Innovation: 8 Insights on the Leadership Practice 

of Innovation in Large and Complex Organizations.” The report, which is the basis of a training 

program for innovation leaders that DDC offers, can be downloaded for free on DDC’s website.4 

                                                           
4 Link to the report: https://ddc.dk/analysis-diving-deep-into-corporate-innovation/ 
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Finally, Article D presented a practical framework that helps managers act as digital platform 

operators in implementing their platform strategies. As McIntyre et al. (2021a) argued, 

understanding the dynamics of platform competition is a strategic imperative for managers. By 

subdividing the scope of possible tactical activities in a temporal and contextual manner, the 

framework provides practitioners with clear guidance on how to plan business activities. In the 

extended version of the published journal article presented in this Ph.D. thesis (see Chapter 8), a 

comprehensive list of approximately 75 tactics is provided that can further inspire and guide 

platform operators in how to implement digital platform strategies. In conjunction with the 

proposed framework (see Figure 8.2-1), this overview of tactics provides digital platform 

operators with directions on how and when to execute platform strategy. This is a crucial 

contribution to the platform literature and to management practice per se. As Casadesus-

Masanell and Ricart (2010) and others (Gassmann et al. 2016; Mackay and Zundel 2017) 

emphasized, most managers confuse strategy, business models, and tactics; therefore, academics 

should put more effort into clarifying this gap.  

To sum up, the results from this Ph.D. thesis provide practical insights on different levels, 

including developing a common language and understanding, thereby bridging the gap between 

academia and practice (Article A), specific recommendations to managers and practitioners on 

how to address certain aspects of business models’ digital transformation (Articles B and C), and 

useful frameworks that can provide guidance and food for thought (Article D). 

 

A recent large-scale study that the World Economic Forum conducted found that corporate 

spending on digital transformation has been on the rise continuously since years (WEF 2018). 

However, other studies repeatedly found that most digital transformations fail (Davenport and 

Westerman 2018; Volberda et al. 2021). For many firms, their digital transformation efforts 

represented one of their biggest risks (Schneider and Kokshagina 2021), and investing in new 

digital business model innovations often is viewed as the most difficult part of digital 

transformation (WEF 2018). Against this backdrop, this Ph.D. thesis had two main objectives: to 

increase clarity in digital business model innovation research and to generate new insights into 

how firms can achieve digital business model innovation. To achieve these two objectives, this 

thesis posed an overall research question: 

: What is digital business model innovation, and how can firms achieve it? 
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Article A provided a clear answer to the first part of the research question, identifying and 

discussing a set of key attributes that comprise the foundation of digital business model 

innovation, namely purposeful/deliberate, novel/non-trivial, dynamic/evolving, 

components/elements, and digital technology/digitalization. Based on these, Article A defined 

digital business model innovation as: 

“purposeful, non-trivial, dynamic changes made to the key elements of the 

business model by transforming analog, physical objects, processes, or content 

into primarily (or entirely) digital formats” (Trischler and Li-Ying 2022). 

Various iconic and lesser-known examples correspond to this understanding of digital business 

model innovation. For instance, think of Netflix’s move to change from a DVD rental service to 

one of the largest content-streaming providers. At the end of the 1990s, Netflix adopted a business 

model that differed significantly from existing movie rental incumbents, e.g., Blockbuster. Netflix 

partnered with movie studios to rent out movies recorded on DVDs, instead of VHS tapes, to 

customers through its website, rather than using rental stores (Snihur and Zott 2020). However, 

another digital business model innovation leap occurred when Netflix became an online 

streaming provider through its extensive, on-demand, ad-free library of video content (Kurti et 

al. 2021). This digital business model innovation was purposeful, with Netflix CEO Reed Hastings 

actively trying to find ways to exploit the “Watch Now” feature strategically, as the company added 

a new section to the website in 2007 that allowed subscribers to watch movies instantly on their 

computers (Afuah 2009). It was non-trivial, as Netflix patented parts of the new business model, 

e.g., the “ordered list,” in which subscribers indicate their movie preferences online (Teece 2010). 

While patents are not necessarily a non-trivial requirement (Trischler and Li-Ying 2022), Netflix 

changed how movies are consumed, which is in line with our understanding of novelty. Netflix’s 

digital business model innovation was also dynamic, as it evolved continuously in lockstep with 

rapid technological advancements. For example, it continues to improve its recommendation 

model based on algorithms and big data and making video streaming available not only on PC 

computers, but also on handheld devices (through the Netflix app). Interestingly, one of Netflix’s 

first business model innovations was a change from a typical fee-per-rental charge to a 

subscription fee in 1999 (Afuah 2009). This subscription-based model is still in place, 

demonstrating that not all elements of a business model must change. 

Netflix’s success relates to the second part of the research question: How can firms achieve digital 

business model innovation, and where did other firms, such as Netflix’s biggest competitor at the 

time, Blockbuster, go wrong concerning its business model’s digital transformation? To answer 
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this research question, this thesis adopted an organizational change process perspective to 

illuminate this problem. Through this lens, business models’ digital transformations can be 

subdivided into three process steps, namely readiness, adoption, and implementation. By doing 

so, this thesis provided more granular insights into digital transformation’s potential pitfalls and 

how firms can steer clear of them (see Table 9.2-1). Articles B—D provided answers to this second 

part of the research question. 

Source: Own illustration 

Article B demonstrated the importance of the strategy and technological dimension of digital 

readiness for successful digital transformation. Digital business model innovations are often the 

result of visionary digital strategies paired with adoption of novel digital technologies. For 

example, as Kurti et al. (2021) argued, Netflix used the latest technology in an innovative manner 

to change the movie rental industry. Accordingly, Article B argued that firms should target 

investments in these two dimensions. If firms followed a more “scattershot” approach, i.e., 

investing in all digital-readiness dimensions simultaneously, valuable resources might be wasted. 

A similar issue may occur if firms establish digital innovation units in anticipation of adopting 

new digital “learnings” and digitally transform their business models. Article C indicated that 

digital innovation units might make a limited impact on the core organization if they are “trapped” 

in one of the identified growth traps. To increase the likelihood that core organizations can “learn” 

from digital innovation units, also regarding digital business model innovations, managers need 

to initiate and manage the dynamism inherent within these units. 
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Moreover, Article D drew attention to the implementation issue. A potential pitfall of failed digital 

business model innovation can be that firms have “good” digital strategies, but “poor” execution. 

As emphasized by Li (2020b), a key challenge of digital transformations is the growing disconnect 

between rhetoric and reality and the persistent strategy-execution gap. Thus, the proposed 

framework of Article D, as well as the comprehensive list of approximately 75 digital platform 

tactics, provided a detailed overview of relevant implementation activities that can guide the 

execution of digital platform strategies. The focus here is particularly on digital platforms, as these 

frequently are viewed as the most powerful, ambitious, but also complex digital business model 

innovations. 

To sum up, digital business model innovation is a contemporary and highly relevant concept that 

firms can achieve through an organizational change process that involves readiness, adoption, 

and implementation. Along the way, firms are confronted with various pitfalls, which is evident 

in digital transformations’ low success rates. With this Ph.D. project, I hope to provide new 

insights to help firms realize digital business model innovations each step of the way. 

 

This Ph.D. project, like any other research endeavor, does not come without limitations. First, in 

terms of research design, the project could have benefitted from a longitudinal study, rather than 

a cross-sectional design. In particular, since this thesis takes an organizational change process 

perspective, following one or more firms in-depth along the process stages of readiness, adoption, 

and implementation (and beyond) could have provided some further relevant insights. Second, 

our data collection strategy for both empirical papers was based predominantly on a key 

informant approach. This means that for each company, we only have one perspective, which may 

be subjective to the respondents’ perceptions and weighting. Therefore, the findings presented in 

this Ph.D. project may not be free of potential informant and retrospective bias. Third, all 

empirical data presented in this thesis is from established Danish firms. Moreover, the focus is 

not consistent on either SMEs or larger firms. This limits the generalizability of the findings. 

Fourth, another limitation of this project is that it does not address digital business model 

innovation as an outcome. None of the articles identifies or describes digital business model 

innovations of the sampled organizations―although this could have contributed in better 

understanding the firms’ digital transformation efforts and how successful they are. I thus 

encourage future research to address the same or similar research questions in different contexts, 

adopting a longitudinal research design, including more observations from the same company, 

also focusing on the outcome of the business models’ digital transformation process. 
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Some of the limitations as well as the contributions of this Ph.D. thesis discussed above bear the 

potential for future research. Particularly, by looking at the insights that cut across the four 

articles, rather than any one individual article, I propose three avenues for future research, 

discussed below. 

 

As argued above, Lewin’s seminal organizational change process has been criticized recently, with 

his rigid idea of “refreezing” as the final stage viewed as inappropriate in today’s complex world, 

in which flexibility and dynamic approaches to change are preferred (Cummings et al. 2016). It 

has been argued frequently that digital business model innovations, unlike conventional ones, 

often are developed further continuously  (Soluk et al. 2021; Trischler and Li-Ying 2022). 

Successful and disruptive companies—e.g., Amazon, Apple, and Meta (Facebook)—transform 

themselves seamlessly, seemingly continuously (Teece 2017). Continuous, or at least periodic, 

renewal is necessary to remain competitive (Morris 2013; Li 2020b), in line with the 

contemporary perspective that views digital transformation as a process, not an outcome (Matt et 

al. 2015; Vial 2019; Li 2020b; Gong and Ribiere 2021). 

Thus, an interesting question arises: What happens after change has been institutionalized?. 

Following a single firm or group of firms along the stages of readiness, adoption, and 

implementation—and beyond—in a longitudinal research design, could have provided some very 

relevant insights. Nevertheless, this thesis generated some interesting findings in this regard that 

deserve further attention. 

In particular, this project revealed that many (smaller) firms can be characterized by having only 

limited digital readiness levels, i.e., these organizations’ digital capabilities often remain rather 

weak. I further demonstrated the complexity of designing, growing, and operating a digital 

business model, particularly a digital platform business model. Digital platforms often are viewed 

as the pinnacle of digital business models that companies should strive toward because they are 

extremely powerful (Weill and Woerner 2018). However, designing and orchestrating multiple 

value propositions (Rietveld and Schilling 2020), and performing ecosystem governance are 

particularly complex in two- or multi-sided platform business models (McIntyre et al. 2021a). 

Therefore, established firms with limited digital readiness and capabilities presumably will not be 

able to develop and implement sophisticated digital platform business models. A mismatch exists 

between the firm’s organizational skills and the necessary requirements to operate a complex 
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digital business model, e.g., a digital platform. Thus, an implication of this Ph.D. is that firms that 

start small still can think big.  

Therefore, relying on longitudinal data, future research could illuminate on whether firms follow 

a dynamic, stepwise approach to aligning the development of digital skills and capabilities within 

the organization on one hand, and the digital business model’s increasing complexity on the other. 

Figure 9.4.1-1 visualizes this research problem. 

According to this conceptualization, digital 

capability building must develop in alignment 

with business model complexity within an 

impact corridor’s boundaries. If a firm 

progresses outside this corridor’s boundaries, 

two scenarios are possible. In the first (Scenario 

1 in Table 9.4.1-1), the organization’s digital 

capabilities exceed the digital business model’s 

complexity, i.e., the organization does not utilize 

its full potential. In the second (Scenario 2), the 

digital business model that the firm operates is 

too complex for the overall organizational digital capabilities. Both scenarios can carry negative 

implications on various levels, which we theorize below in Table 9.4.1-1. 

Source: Own illustration 

Therefore, future research could address some of these issues with the following research 

questions: 

 How does the dynamic approach to digital business model innovation 

unfold in detail? Future research could address how firms manage the tension between 
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digital business model complexity and digital capabilities. Does digital business model 

innovation follow a stepwise approach? Are the negative implications from Scenarios 1 

and 2 in Table 9.4.1-1 correct? 

 How can the impact corridor’s “boundaries” be defined? Future research could 

investigate the impact corridor’s boundaries further (see Figure 9.4.1-1). For example, 

what happens if a firm collaborates with an external consultancy or an IT provider? It 

possibly leads to a “broadening” of the impact corridor as the firm’s digital capabilities 

suddenly expand. And what are the consequences if a firm terminates a contract with a 

consultancy or IT provider? 

 Who is overseeing the process and ensuring that a firm progresses within 

the boundaries? Finally, scholars could provide new insights into who oversees the 

process and how. This thesis has introduced digital innovation units as a potential 

regulatory body, keeping business model complexity and capabilities in sync. For example, 

other firms may install chief digital officers to drive business models’ digital 

transformation. How can these leading entities ensure that the firm progresses within the 

impact corridor? 

There is a risk that established firms may take radical steps toward digital business model 

innovation before the company is ready; thus, I encourage scholars to address some of the 

problems and research questions proposed above, and to provide further insights into digital 

business model innovation’s contemporary organizational change process.  

 

Based on lessons from Article B, I decided to shift the focus from smaller to larger firms in Articles 

C and D. However, this change in the unit of analysis limits the findings’ generalizability. Micro-

firms and SMEs often possess very different characteristics compared with larger incumbents. 

For instance, it has been argued frequently that SMEs are endowed with limited resources that 

can interfere with these firms’ innovation capacity (Woschke et al. 2017). Mittal et al. (2018) 

provide a detailed comparison of SMEs and larger firms’ defining features (see Table 9.4.2-1). 
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Source: Own illustration based on Mittal et al. (2018) 

Taking these distinctive characteristics into consideration, future research could address the 

following research questions: 

 How do larger firms invest in digital readiness? Resource constraints prohibit 

smaller firms from investing in all dimensions of digital readiness. For larger firms that 

often are endowed with abundant resources, future research could examine how large 

firms master the challenge of readiness for business models’ digital transformation. 

  How do smaller firms adopt digital learnings? For SMEs, it often is not a 

plausible option to explore digital business model innovations in dedicated organizational 

setups, such as digital innovation units. Therefore, future research could propose other 

mechanisms in which smaller firms can adapt to digital “learnings.” For instance, how can 

SMEs imitate the digital business model innovations of larger competitors, digital-born 

startups, and Big Tech companies? 

 How does the organizational change process differ between smaller and 

larger firms? Future research could provide further comparative case studies of larger 

and smaller firms undergoing an organizational change process of digital business model 

innovation. Are smaller firms more agile and, thus, faster than larger incumbents? Is the 

overall process comparable or does it involve unique steps for smaller firms, as opposed 

to larger firms, or vice versa? 

 

This Ph.D. project paints a very positive picture of business models’ digital transformation overall. 

All papers included in this project operated under the premise that digital transformation is a 

cornerstone of a competitive future for most firms in most industries. This perspective is rooted 

in discussions that view today’s digital age as the fourth stage of human development after the 
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hunter-gatherer society, agrarian, and industrial eras (Laniuk 2021). To address the novel 

economic, political, and social reorganization unfolding during the digital age, one could assume 

that all firms need to engage with digital transformation. However, this presumption requires 

critical reflection by asking to what extent do all firms need to engage with business models’ digital 

transformation? Researchers often suggest that all industries are influenced de facto by digital 

transformation (Rachinger et al. 2018). For example, as Weill and Woerner (2015) argued, it is 

often not a matter of if, but when and how an industry will be disrupted. However, some 

industries surely are more affected by “digital” than others (Grossman 2016), as digital 

transformation and digital business model innovation are not a cure-all for all firms in all 

industries. For example, agriculture or other labor-intensive sectors, e.g., construction, can be 

supported by digital technologies, but most likely are not disrupted the same way media, music, 

or banking have been targeted. Therefore, future research could address the following research 

question: 

 What is the relative effect of an industry’s disruption potential on the speed, 

scale, and scope of digital business model innovation? To put it differently, how 

do established firms in already-disrupted industries progress through the stages of the 

proposed organizational change process compared with firms active in relatively “stable” 

sectors? Do firms active in highly affected industries develop more complex digital 

business model innovations? 

Recently, researchers have suggested that not all firms can develop digital business model 

innovation, as innovation in the digital era requires access not only to capital, but also to data as 

well (Mayer-Schönberger and Ramge 2022). Academics and practitioners alike have proclaimed 

that “data is the new oil” and that “platforms are eating the world,” indicating that platform 

operators—e.g., Amazon, Apple, and Meta—are becoming ever more powerful thanks to 

staggering amounts of collected data. One could assume that Big Tech and digital-born startups 

slowly marginalize all established firms. However, a closer look reveals that digital does not 

necessarily “change everything” and that established firms can coexist and even thrive despite 

other disruptive, digital players (Furr et al. 2022). For example, the iconic Yellow Cabs in New 

York still exist despite Uber’s popularity, and Airbnb by no means has eliminated the Hilton hotel 

group. Therefore, future research could focus on the following research question: 

 What business model can stand the potentially disruptive forces of digital 

business model innovations? In the examples above, what makes the Hilton hotel 

group and Yellow Cabs’ business models successful at competing with digitally based 



140 
 

business models? In which industries can established firms survive or even thrive despite 

ongoing digital disruption? And if digital does not change “everything,” what does it 

change for established firms? 

Finally, another critical aspect deserves some reflection. What happens if more firms become 

“digital” players (as suggested in this project) with a hunger for “big data”? This question has been 

examined famously by Harvard Business School Professor Shoshana Zuboff (Zuboff 2015), who 

coined the term surveillance capitalism. She described a new economic order in which Big Tech 

firms have persuaded us, the users, to give up our privacy, how we have become bystanders who 

are being nudged constantly into doing something, and how this development has elicited 

catastrophic effects on our democracies and freedom. A critical part of this new economic order 

is the monopolistic nature in many sectors in which players such as Meta (Facebook) and Google 

restrict our choices and determine which services we use. As a consequence, and in light of the 

topic of this Ph.D. thesis, intensified digital transformation of businesses requires exercising 

caution among users, society at large, other firms, and regulatory bodies. Thus, future research 

could help answer the following research question: 

 How can powerful digital business models be regulated to ensure user 

privacy? Digital business models’ power, particularly that of digital platform operators, 

opens up various interesting research avenues. For instance, an important question is 

whether platform operators should be allowed to become powerful, monopolistic 

structures in the first place. Now that platforms such as Google and Facebook are 

exploiting their power through their algorithms, what can regulators do to control 

platforms, particularly because platforms are global phenomena and regulations often are 

regional? And how can users be educated to withstand the constant “nudging” from Big 

Tech firms and value privacy rights more? 

To sum up, the findings presented in this Ph.D. project open up several interesting avenues for 

further research. In particular, I encourage future researchers to examine the dynamic nature of 

digital business model innovation in more detail, distinguishing between smaller and larger 

incumbents, and adding a critical perspective to digital transformation. 
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Digital transformation is an unstoppable, pervasive megatrend that continues to affect 

consumers, firms, and organizations in various sectors and industries. To respond to this looming 

digital context and remain competitive, many established firms are exploring and implementing 

digital business model innovations. However, many digital transformations fail, with digital 

business model innovation in particular often perceived as the most complex and riskiest part of 

transforming a business. 

This Ph.D. thesis set out to investigate how firms can achieve digital business model innovation. 

A principal contribution from this project was to enhance digital business model innovation’s 

overall construct clarity to help academics and practitioners alike develop a better understanding 

of the phenomenon. To illuminate the problem further, this Ph.D. thesis takes an organizational 

change process perspective comprising three stages, namely digital readiness, adoption, and 

implementation. I applied various methods and approaches to collect and analyze rich 

quantitative and qualitative data, and the results were presented in four peer-reviewed journal 

articles. Overall, this Ph.D. project provides new insights into the contemporary organizational 

change process of digital business model innovation. 
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