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Abstract

With the advent of the Fourth Industrial
Revolution, businesses are adapting to the use of
digitalisation which requires the digital transfor-
mation of their existing business models. However,
there is limited empirical research on this pheno-
menon. The purpose of this study is twofold: (i) to
develop a framework for businesses to digitally
transform their business models and (ii) to exa-
mine literature in order to identify and analy-
se the constructs underlying the three concepts
of Digitalisation, Digital Transformation and
Business Model Innovation. The study is qualita-
tive in nature and is based on a narrative review.
Relevant articles were identified by using inter-
national bibliographic databases and scrutinised
using thematic analysis. The findings reveal that

1. INTRODUCTION

The emergence of digital technolo-
gies has radically transformed business-
es. Digital technologies have become the

*

the first two constructs require digital capabilities
and a digital strategy. The third construct requires
digital transformation in the realm of customer-
centricity, resources, processes and profit. A set of
propositions was formulated and the commonaliti-
es were mapped. Based upon this map, a concep-
tual framework was developed. The findings will
assist in the development of future instruments
that can guide businesses to digitally transform
existing business model elements. This study aims
to fill the gap on how business model innovation
should be pursued through digital transformation
by developing a conceptual framework.

Keywords: digitalisation, digital transfor-
mation, business model innovation

driver of the Fourth Industrial Revolution,
largely through digital business transforma-
tion (Nwaiwu, 2018). Digital technologies
have not only modified traditional business

Chanté van Tonder (Corresponding author), University of Johannesburg, Department of Business Manage-

ment, Johannesburg, South Africa, Phone: +27 83 276 6082, Email: chantevt@uj.ac.za, ORCID: https://orcid.

org/0000-0002-1155-416X

ok

Chris Schachtebeck, Senior Lecturer, University of Johannesburg, Department of Business Management, Jo-

hannesburg, South Africa, Phone: +27(11) 559 3623, Email: cschachtebeck@uj.ac.za, ORCID: https://orcid.

org/0000-0002-9133-2590

Cecile Nieuwenhuizen, Professor, University of Johannesburg, Department of Business Management, Johannesburg,

South Africa, Phone: +27(11) 5594369, Email: cecilen@uj.ac.za, ORCID: https://orcid.org/0000-0003-4925-3212

ok

Bart Bossink, Professor, Vrije Universiteit, Department of Science, Business and Innovation, Amsterdam, Nether-

lands, Phone: +31 (20) 5989242, Email: b.a.g.bossink@vu.nl, ORCID: https://orcid.org/0000-0001-9809-5121

111



Journal of Contemporary Management Issues

structures but have also redefined what it
means to be a customer and how individu-
als live and interact with one another in the
Fourth Industrial Revolution (Berman et
al., 2016). Kavadias et al., (2016) disagree
with the notion that digital technologies are
exclusively responsible for business trans-
formation; they do however concede that
these technologies play an important role
in transformation. Westerman (2017:1) con-
curs with this more nuanced view, stating
that technology doesn’t provide value to a
business, technology’s value comes from
doing business differently because technol-
ogy makes it possible.

Business Model Innovation (BMI) is a
concept that has been researched for several
decades. In recent years, digitalisation and
digital transformation have emerged in the
Industry 4.0 sphere, yet it is important to em-
phasise that these two concepts are distinctly
different. Regardless of this, the problem is
that core characteristics, components, or el-
ements of these concepts are inconsistent.
Regarding business models, some authors
(Latifi & Bouwman, 2017) offer an arbi-
trary list of components that are unrelated
to the agreed elements of a business model.
With regards to digitalisation and digital
transformation, a variety of elements relat-
ing to these two concepts have been cited,
such as strategy, digital capabilities, manage-
rial competence, customers, information and
infrastructure (Li et al, 2017; Orji, 2019).
Nevertheless, many other components have
been included by various authors such as
digital processes, digital investment, value
chain, value shop, value network and analyt-
ical capabilities (North et al., 2019).

There is no universally accepted, ro-
bust conceptual framework that can assist
businesses, practitioners and academics to
understand the constructs of digitalisation,
digital transformation and BMI (Mhlungu
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et al., 2019). The MIT Sloan Management
Review who conducted a global study
in 2014 (Kane et al., 2015) agrees with
this notion. Fitzgerald et al, (2013) re-
gard transformation as the use of digital
technologies that would enable a business
to improve the customer experience, de-
velop new suitable business models and to
streamline business processes. Westerman
et al, (2011) define digital transformation
as the use of technology to improve busi-
ness performance. Verhoef (2019) claims
that businesses that pursue digital transfor-
mation, also implement BMI. Hess et al,
(2016) agrees with this notion, stating that
one of the consequences of digital trans-
formation is the creation of a new busi-
ness model. In contrast, Kane et al., (2015)
states that digital transformation does not
stem from the use of technology, but rather
depends on the digital strategy that is im-
plemented by business leaders. Westerman
et al, (2011) defines digitalisation as the
changes that occur within a business due to
the increased usage of digital technologies,
leading to improved business performance.

As this is a relatively new phenomenon,
there seem to be inconsistencies between
the core characteristics and elements of a
business model, ultimately resulting in in-
consistencies of what BMI entails. BMI is
defined as the need to significantly trans-
form the existing business model, known
as the value proposition of the business
(Bouwman et al., 2017). Koen et al., (2011)
regards value networks, value creation and
value capture as primary components of
a business model. Other authors (Girotra
& Netessine, 2014) suggest that the inno-
vation process should start with identify-
ing the risks in the value chain, opposed
to Dmitriev et al., (2014) suggesting one
should start with the value proposition and
targeting customers. Research studies in
digitalisation and digital transformation
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have increased in the past few years in
academic literature; a number of promi-
nent scholars are proposing constructs for
these concepts (Li et al,, 2017; Legner et
al., 2017). Regardless of this, there seems
to be a lack of consensus on the constructs
of digitalisation, digital transformation and
BMI (Bouwman et al, 2017). Moreover,
the relationships between the three con-
cepts are unclear. This gap in the literature
means that businesses lack guidelines on
how BMI should be pursued through digital
transformation (Eksell & Héarenstam, 2017)
and indicates a need to develop a frame-
work to assist in this endeavour.

The purpose of this paper is twofold.
Firstly, it identifies the constructs under-
lying the three concepts of Digitalisation,
Digital Transformation and BMI in lit-
erature as well as the commonalities be-
tween them. Secondly, the paper improves
understanding of the concepts of digital
transformation and BMI by developing a
framework indicating how businesses can
digitally transform their business model el-
ements, resulting in BMI. This is achieved
through a map depicting the identified con-
structs of each concept and pinpointing any
overarching themes.

2. RESEARCH QUESTION

The aim of this paper is to develop a
conceptual model indicating how busi-
nesses can digitally transform existing busi-
ness model elements resulting in Business
Model Innovation. The primary research
question can therefore be formulated as fol-
lows: How can businesses digitally trans-
form existing elements within their business
models through digital transformation?

The main research question is broken
down into two sub-questions:

1. What are the constructs of
Digitalisation, Digital Transformation
and Business Model Innovation?

2. What commonalities exist between
Digitalisation, Digital Transformation
and Business Model Innovation?

3. RESEARCHMETHODOLOGY

Given the research aim of this study, ac-
ademic literature first needs to be identified
and scrutinised. The study was conduct-
ed using a descriptive research approach
through a qualitative narrative review. This
is deemed a suitable method to address the
type of research problem being investigated
in this study (Ferrari, 2015). A narrative re-
view allows a researcher to systematically
gather, analyse and represent other authors’
findings and to identify any inconsisten-
cies in the body of knowledge. The narra-
tive review is one of the oldest procedures,
described as qualitative, non-quantitative,
literary and verbal by Hunter and Schmidt
(2004). Furthermore, it allows the research-
er to extract the results of each of the select-
ed studies and attempts to find an overarch-
ing theory that conforms the findings. The
results of a narrative review serve as an ed-
ucational tool for practitioners, providing a
more updated perspective on the given topic
(Green et al., 2006).

The purpose of the narrative literature
review was to synthesise evidence describ-
ing constructs and conceptual models on
Digitalisation, Digital Transformation and
BMI. The aim was to identify the factors
indicating how organisations could digitally
transform elements of a traditional business
model into one underpinned by innovative
digital technologies. Figure 1 shows the
steps which were followed to conduct the
narrative review.
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Step 1: Step 2: Step 3: Step 4: Step 5:
Stating Identifying Summarising Mapping J\ Interpreting
the ::> relevant the evidence the the
research publications :> findings —l/ findings
question

Figure 1. Visualisation of research methodology steps

The first search was conducted in
October 2019, using electronic databases,
such as EbscoHost, Emerald, Sage Review,
Proquest and Sabinet. Keywords included
‘digitalisation’,  ‘digital transformation’
and ‘BMI’. The articles which were identi-
fied through this preliminary search were
screened against inclusion and exclusion
criteria. The criteria specified that the arti-
cles had to: (i) be full-length journal arti-
cles, (ii) written in English, (iii) empirical
in nature, (iv) contain processes, theories,
conceptual frameworks and systematic re-
views related to the keyword searches. The
preliminary search identified 243 articles
which were screened against the criteria.
This narrowed down the search to 158 ar-
ticles. These were uploaded onto Atlas.ti to
conduct the coding process in a simultane-
ous and iterative way.

Each article was scrutinised via the
codes to identify key information, which
was coded under emerging themes, using
thematic analysis. During the first round,
a tree of codes was created, followed by
several other codes as the codification pro-
gressed. The themes that emerged in past
studies were reflected as ubiquitous con-
structs on a map. From the multitude of
initial themes, 21 key themes were identi-
fied between all the concepts, as discussed
in the section ‘Discussion of the relevant
concepts’. An inductive approach was used
for the coding. Thomas (2006:238) indi-
cates that this type of approach is “pri-
marily used [for] detailed readings of raw
data to derive concepts, themes, or a model
through interpretations made from the raw
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data by an evaluator or researcher”. In this
way, the key findings of relevant studies
were thematically analysed and synthesised.

4. LITERATURE REVIEW

This section presents definitions of
the three concepts of digitalisation, digi-
tal transformation and BMI and discusses
the constructs of each, aiming to identify
the overarching constructs linking all three
concepts.

4.1. Digitalisation

The terms ‘digitisation’ and ‘digitalisa-
tion’ are often used interchangeably, how-
ever, a clear distinction exists between the
two. The Gartner IT Glossary (2017:1) de-
fines the former as “the transformation pro-
cess of analogue information into digital
information”, while the latter is viewed as
“the use of digital technologies to change
a business model and provide new revenue
and value-producing opportunities, it is the
process of moving to a digital business”.
Digital technologies have advanced over
the past few decades in the three waves
of digitalisation which have transformed
business and society. Legner et al., (2017)
explains these waves using practical ex-
amples. The first wave introduced com-
puters with the aim of reducing paper car-
ried around by individuals and increasing
automation in work routines. The second
wave introduced the internet on a global
scale, resulting in value creation changes
of new businesses such as e-commerce. It
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is argued that the third wave is currently
being experienced by businesses and so-
ciety where processing power, storage
capacity and communication bandwidth
has increased, resulting in the ubiquitous
computing becoming a reality rather than
a fantasy (Legner et al., 2017). These ad-
vancements have created the need for radi-
cally new business models, with Porter
and Heppelmann (2014) agreeing with this
notion. Digitalisation has unlocked a new
spectrum of possibilities for businesses to
interact with customers, understand the
needs of customers which is one of the rea-
sons why businesses need to rethink their
business models (Wirtz et al., 2010).

Digitalisation offers many benefits in
a variety of ways, one of which is the bet-
ter use of knowledge (Parida ef al., 2015),
ultimately resulting in increased productiv-
ity and efficiency (Porter & Heppelmann
2014). It is important to note that digitalisa-
tion needs to be applied to the whole busi-
ness system,; it is not an ‘add-on’ element to
a business area, or function (Mé&ki6 et al.,
2018). To successfully adopt digital tech-
nologies, underlying digitalisation/techno-
logical capabilities are required. Moorman
and Slotegraaf (1999) define technologi-
cal capabilities as the necessary business
skills, talent and expertise to develop and
manage new products and processes. Trinh
et al., (2012) agrees with this statement, by
claiming that organisational agility is not
only about collecting and analysing data,
but moreover about the decision making
and deployment of changes. Sambamurthy
et al., (2003) claims that digitalisation in-
creases an organisation’s capabilities such
as agility and IT capabilities, resulting in a
competitive advantage.

One of the organisational effects stem-
ming from digitalisation is the concept of
organisational agility. According to Alavi

et al, (2014), organisational agility is a
distinct advantage and strategic imperative
in today’s rapidly changing business envi-
ronment. It offers two key benefits: (i) to
timeously respond to business threats and
(ii) the ability to identify and capitalise on
opportunities. Trinh et al., (2012) agrees
with this statement, by claiming that organi-
sational agility is not only about collecting
and analysing data, but moreover about the
decision making and deployment of chang-
es. Sambamurthy et al, (2003) claims that
digitalisation increases an organisation’s ca-
pabilities such as agility and IT capabilities,
resulting in a competitive advantage. Thus,
it involves all aspects of the organisation’s
architecture which include processes, peo-
ple, information, technology and strategy.

Digitalisation can also be driven by
businesses through developing digital prod-
ucts and business models that are close to
the core business. For a organisation to be
product-centric, strong alignment is re-
quired between the business and the IT de-
partment in order to harmonise business
and IT decisions. Thus, the dominant logic
of the IT department has to be changed
from a project to a product perspective with
the customer firmly in mind (Urbach et al.,
2019). Khin and Ho (2019) concur, stating
that by transforming IT projects into digital
products or solutions allows for the trans-
formation of other traditional products and
services. This can, in turn, create complete-
ly new businesses. Digitalisation is inter-
twined with digital transformation, which is
discussed in the following section. Against
this background, the following proposition
is made:

Proposition P1:

Developing new or adapting existing
products that are ‘digitally infused’ increas-
es the chances of innovating the business
model.
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4.2. Digital transformation

Digital transformation has become a
strategic imperative for businesses. Young
and Rogers (2019:683) define digital trans-
formation as “a technology-driven process
of change derived from ubiquitous data,
connectivity and decision making”. Digital
transformation not only refers to techno-
logical changes, but it also has an impact
on the business itself (Hinings et al., 2018).
Matt et al. (2015:339) maintain that digital
transformation leads to the “transforma-
tion of key business operations and affects
products and processes, as well as organi-
zational structures and management con-
cepts”. The aim of digital transformation
is to create new possibilities for the future
as opposed to simple technological changes
seeking to correct the mistakes of the past.
Orji (2019) agrees that digital transforma-
tion is the process aimed to align the busi-
ness process and cultural transformation
with the changing needs of the business
environment. This requires a fundamen-
tal change in decision making, specifically
in how work should be executed and how
information should be used. Digital tech-
nologies have created a much more volatile,
complex and uncertain business environ-
ment. It is therefore crucial to understand
how these technologies can bring about
changes in the business model, organi-
sational structure, processes and systems
(Hess et al., 2016).

Some of the most common digital trans-
formation goals identified in the literature
seek to increase flexibility, enhance cus-
tomer-centric processes and ensure cost re-
duction (Hofmann & Riisch, 2017). Corver
and Elkhuizen (2014) claims that the key
construct of digital transformation is the
customer, thus processes must be devel-
oped in such a way that customer needs
are understood by digitalising the customer
experience. This will allow the business to
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identify the customer’s purchase history
through an in-depth analysis of the inter-
net. Such an analysis can identify which
complementary products the customer has
purchased and determine whether any other
customers have a similar purchase history.
Following this, products and services need
to be digitalised, by creating an experience
when using the product and, if needed,
adapting the product to satisfy the need of
the customer (Mhlungu et al., 2019). To
successfully execute the above, operations
must be digitalised, such as automating
and standardising processes. This will al-
low businesses to become more agile and
more responsive to the needs of customers.
Mhlungu et al., (2019) conducted a study
to identify the internal success factors with
relation to organisational digital transforma-
tion. The study revealed that in order for a
business to succeed in digital transforma-
tion, the business constantly needs to keep
abreast with customer needs, especially
when designing the product or service of-
ferings and should adopt a user-centred
approach. The value chain of the business
must also be digitalised, taking into consid-
eration every single aspect of the business.
Digital solutions can reconfigure the exist-
ing business ecosystem, offering new prod-
ucts or services, focusing on a niche mar-
ket or simply adding value to the existing
customer experience (Mékio et al., 2018).
Against this background, the following
proposition is made:

Proposition P2:

Identifying and understanding the needs
of the twenty first century customer will re-
quire changes in customer service delivery,
through digital platforms, resulting in in-
creased customer satisfaction and better
customer experience.

Considering the rapid technological ad-
vances in today’s business environment,
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many businesses, in conjunction with their
IT departments, have developed digital
strategies. Bharadwaj et al. (2013:472) de-
fine a digital business strategy as an “or-
ganisational strategy formulated and ex-
ecuted by leveraging digital resources to
create differential value”. Moreover, digital
transformation needs to be driven by indi-
viduals who possess the necessary skills.
These skills are related to areas such as ar-
tificial intelligence, mobile development,
data analysis, cybersecurity, cloud comput-
ing, digital strategy development and data
architecture (Gottlieb & Willmott, 2014).
Jafarzadeh et al., (2015) claims that to suc-
cessfully execute digital transformation, a
business needs to clearly define initiatives
related to a digital strategy. Gudergan and

Table 1. Definitions on business model innovation

Mugg (2017) agrees that a business digital
strategy is crucial for an effective and effi-
cient transformation process. It is, therefore,
an imperative for business leaders to create
a bold strategy and culture that would fos-
ter innovation in employees and encourage
them to experiment with new technologies
within their business models.

4.3. Business model innovation

Business model innovation is a well-
known concept in the business sphere as
well as the literature on management sci-
ence. There is, however, no consensus on a
universal definition of the concept. Table 1
below gives an indication of the varied defi-
nitions in existence.

Author

Definition of Business Model Innovation

Timmers (1998, 4)

“...an architecture of the product, service and information flow, including
a description of the various business actors and their roles; a description
of the potential benefits for the various business actors; a description of
the sources of revenues”.

Chesbrough and Rosenbloom
(2002, 529)

“...the heuristic logic that connects technical potential with the
realization of economic value”

Johnson, Christensen, and
Kagermann (2008, 60)

“A business model, from our point of view, consists of four interlocking
elements that, taken together, create and deliver value. The most
important to get right, by far, is the first.

Customer value proposition... profit formula... key resources...”

Amit and Zott (2015, 346)

“...describes how a focal organisation taps into its ecosystem to perform
the activities that are necessary to fulfil perceived customer needs”.

Wirtz et al., (2016, 6)

“...a simplified and aggregated representation of the relevant activities of
a company”.

Source: Adapted from Peric et al., (2017:3)

It is clear from the above definitions that
a business model is related to the business

blueprint for a business to achieve efficien-
cy, strategic objectives and  value for

activities of an organisation and how these
activities are carried out to satisfy the needs
of customers. A business model is thus a

all stakeholders (Small et al., 2015). Table 2
below indicates the constituent elements of
a business model.
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Table 2. Overview of business model components

Author(s)

Components

Mahadevan (2000, 59)

“A business model is a unique blend of three streams that are
critical to the business. These include the value stream for the
business partners and the buyers, the revenue stream, and the
logistical stream.”

Voelpel, Leibold, and Tekie (2004, 40)

“new customer value proposition(s); a value network
configuration for that value creation; and sustainable returns
that ensure the satisfaction of relevant stakeholders”

Chesbrough (2007, 1)

“A business model consists of two essential elements—the value
proposition and the operating model—each of which has three
sub elements, value proposition: target segment(s), product or
service offering, revenue model and operating model: value
chain, cost model and organization”

Osterwalder and Pigneur (2010, 29)

“Four integrated business model components:
- Your customers

- Your value proposition

- Your infrastructure

- Your cost/revenue structure”

Zott and Amit (2010, 216)

“...we suggest two sets of parameters that activity systems
designers need to consider: design elements - content, structure
and governance - that describe the architecture of an activity
system, and design themes - novelty, lock-in, complementarities
and efficiency - that describe the sources of the activity systems
value creation.”

Abdelkafi and Taduscher (2016, 76)

“Recapitulating, we use a business model framework that
consists of three components: value proposition, value creation,
and value capture.”

Source: Adapted from Peric et al., (2017:5)

From Table 2, it can be seen that the most
common business model elements that have
been repeatedly cited in the literature are val-
ue offering, value proposition, value creation,
profit, customers, strategy, resources, pro-
cesses and cost structure. Matt et al., (2015)
explain that the value offering element cap-
tures the value proposition of the business that
is responsible for its competitive positioning
in the market. Value creation refers to how
the organisation will realise the value offering
by pinpointing the core competencies and re-
sources of the business. Moreover, value crea-
tion focuses on the organisational structure,
distribution channels, internal activities and
the value chain. The revenue streams explains
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how the business generates profits in terms of
the cost structure. Against this background,
the following proposition is made:

Proposition P3:

Identifying and acquiring the necessary
resources to incorporate digital technolo-
gies can result in the transformation of tra-
ditional business model elements.

The business model concept is a topic of
ongoing debate amongst scholars; a recent
addition to this topic has been the concept
of BMI. This refers to the value creation
and value capturing of businesses, based on
the internal processes of the business and
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its relationship with external stakeholders
such as customers and suppliers. In contrast
to daily incremental changes within a busi-
ness, BMI implies fundamental changes to
the core elements of the business model (Vils
et al., 2017). Thus, to successfully manage
these changes within the business ecosystem,
the business requires certain capabilities.
Carcary et al., (2018) claims that businesses
should initially rather focus on a few key
and fundamental capabilities. Catlin et al.,
(2015) agrees with this notion by stating that
“for digital success, certain capabilities—
especially those that build foundations for
other key processes and activities—are more
important than others”. Some of the key ca-
pabilities include the development of digi-
tal leadership skills that will allow business
leaders to design and implement a transform-
ative digital business strategy and an agile
culture that consist of digital talent (Carcary
et al., 2016). Against this background, the
following proposition is made:

Proposition P4:

The more existing capabilities are up-
graded into digital capabilities, resulting
in new capabilities being developed, the
greater the chance of a digital transforma-
tion output within the business model.

Mustafa (2015) claims that the set of fac-
tors affecting BMI includes value proposi-
tion, infrastructure, the revenue model and
value chain elements such as products, ser-
vices, marketing and sales. Furthermore, in-
novating a business model is the process of
reconfiguring business model elements, such
as internal activities, the organisational struc-
ture to determine the links between the ac-
tivities and the governance to determine who
is performing the activities. Teece (2018)
maintains that the BMI concept can be de-
fined as a business that creates and captures
value in unique and novel ways. A business
model that has been successfully executed

is one that satisfies the needs, charges a pre-
mium price that customers are willing to
pay for, ensures that costs are covered and
enables the business to achieve a satisfactory
level of profit (Teece, 2018). However, this
requires changes to one or more elements
of the business model, requiring one to pos-
sess the necessary capabilities. Beyond the
need to develop digital capabilities, dynamic
capabilities have also been frequently cited
by authors in the business model innovation
sphere, with Teece (2018) combining the dy-
namic capabilities framework with business
model elements. Teece et al. (1997) defines
dynamic capabilities as “the firm's ability
to integrate, build, and reconfigure internal
and external competences to address rapidly
changing environments”.

BMI can change how the business is
connected to both internal and external
stakeholders and how it creates value for
all stakeholders (Zott & Amit, 2010). One
of the first steps in innovating the busi-
ness model is to identify unmet needs in
the business ecosystem and determine
whether customers would be willing to pay
for the product to satisfy their needs. Latifi
and Bouwman (2017) point to strategy as
a driver for BMI; they claim that a strat-
egy sets guidelines when designing a busi-
ness model and that continuous redesigns
are needed to ensure the business reaches
its goals. Thus, it can be said that a busi-
ness model should operationalise the strat-
egy of a business. The importance of strat-
egy has also been cited as a key element
of digitalisation and digital transformation
(Bharadwaj et al., 2013). Against this back-
ground, the following proposition is made:

Proposition P5:

The more existing strategy is reshaped to
ensure that digital transformation is the core
focus of the business, the greater the chances
of achieving business model innovation.
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BMI in the twenty first century must in-
clude digital technologies such as the Internet
of Things, referring to physical products that
can sense and communicate information of
their status with the environment. This data
allows a business to track how its customers
are using products or services. It also cre-
ates a new kind of intellectual capital for the
business that can be used for future decision-
making (Teece, 2018). Spieth and Schneider
(2016) concluded that business models
within the twenty first century are required
to describe the business logic, identify and
capitalise on opportunities and lastly com-
mercialise new ideas and technologies. The
turbulent business ecosystem that consists of
digital technologies makes it time consuming
for a business model to catch up and keep up
to the changes. Furthermore, challenges arise
such as the complexity of incorporating digi-
tal technologies within traditional business

models as well as within non-digital products
and services (Nylen & Holmstrom, 2015).

4.3. Discussion of the relevant
concepts

It is clear from the discussion above that
there are distinct overlaps between digitalisa-
tion, digital transformation and BMI. This
section will disclose the results of the litera-
ture search of the three concepts. This was
based on the keyword selection, which includ-
ed ‘digitalisation’, ‘digital technologies’, ‘dig-
ital transformation’, ‘business models’ and
‘BMI’. The literature search yielded a total of
243 articles of which 83 were disregarded as
they did not meet the inclusion criteria. A to-
tal of 158 articles were, therefore, selected for
review and analysis, as indicated by Table 3.

Table 3. Literature search strings

Search string Database Identified Rejected Accepted
Digitalisation EBSCO 13 6 7
ProQuest 10 4 6
Emerald 18 6 12
Sabinet 3 3
Springer Link 1 8
Sub-Total 56 20 36
Digital EBSCO 22 8 14
Transformation ProQuest 21 5 16
Emerald 12 2 10
Sabinet 12 8 4
Springer Link 5 3 2
Sub-Total 72 26 46
BMI EBSCO 26 12 14
ProQuest 33 7 27
Emerald 40 13 27
Sabinet 9 7 2
Springer Link 7 1 6
Sub-Total 115 40 76
Total 243 86 158
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Once the 158 articles were reviewed
through thematic content analysis using
Atlas.ti, commonalities between the three

o Digital products 4
o Digital technologies 4
o Digital strategy &

concepts were extrapolated, as presented as
a construct map by Figure 2.

Digitalisation

o Digital capabili

O O0OO0OO0OO0OOOOOOOoOOo

Organisational Structure
Customer

Product Offering
Capabilities
Infrastructure
Resources

Profit

Business Processes
Business ecosystem
Organisational Strategy
Value proposition
Governance

o Organisational agility

Figure 2. Construct map

Figure 2 shows that the exterior of the
map contains all three concepts, each with
its independent construct. The interior of
each circle represents a set of constructs
that overlap, showing the communalities
between the concepts.

The first exterior circle at the top,
Digital Transformation, represents an or-
ganisation acting as a digital change agent.
The interior circle at the top left, between
digital transformation and digitalisation

o Organisational innovation /£
o Organisational learning /£
o Strategic alliance

includes four important constructs. Firstly,
to ensure an efficient and effective trans-
formation process, a digital strategy is re-
quired. Secondly, it involves the use of digi-
tal technologies, thirdly introducing digital
products, which can either be fully digital
or digitally ‘infused’ and fourthly possess-
ing the required digital capabilities. The in-
terior circle at the top right between digital
transformation and BMI requires changes
in the organisational culture to facilitate
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openness, change and innovation within the
technological sphere.

The second exterior circle on the left
side, Digitalisation, represents the abil-
ity of an organisation to facilitate openness
and flexibility when adopting digital tech-
nologies, known as organisational agil-
ity. The interior circle at the bottom left,
between Digitalisation and BMI, reflects
three important areas. Firstly, an organisa-
tion has to be innovative in terms of new
product, service or process development/
improvement, known as organisational in-
novation. Secondly, the organisation must
continuously create new knowledge, skills
and competencies, known as organisational
learning. Lastly, strategic alliance plays a
critical role in all the above, requiring one
to build and enhance capabilities, focusing
on continuous innovation and being able to
quickly respond to changes in the market.

The third exterior circle on the right
side, BMI, consists of an individual inde-
pendent construct that requires an organi-
sation to quickly recover from challenges,
poor decision-making and/or failures, other-
wise known as resilience.

Lastly, all three concepts overlap within
the middle interior circle. The organisa-
tional structure represents the way the or-
ganisation is organised and how authority
is distributed, which is critical when trans-
formational change is needed. The customer
and the product offering represent the focal
point of any organisation and any changes
within the organisation need to be measured
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against customer needs and experience.
To successfully use and implement digital
technologies, the organisation needs to pos-
sess the necessary capabilities, infrastruc-
ture and resources that will ultimately im-
pact profit. Moreover, the organisation will
be required to make the necessary changes
to its existing business processes, consider
leveraging off its business ecosystem that
could assist with the transformation pro-
cess. The value proposition needs to be
central during the transformation process,
with the aim of enhancing and improving
on it. Together with all of the above, if an
organisation has the required governance
and strategy in place, these key constructs
can serve as a roadmap to successful digital
transformation of the business model.

S. FINDINGS

The section below individually dis-
cusses the findings with regard to the
three concepts of Digitalisation, Digital
Transformation and Business Model
Innovation.

5.1. Digitalisation

The search on the concept of
Digitalisation identified 48 (48%) relevant
articles. Only constructs which were cited
more than three times were selected, as
shown in Table 4 below. Organisational
agility was independently cited in seven
of the digitalisation articles. It is also clear
from Table 4 that four constructs overlap
across two of the concepts.
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Table 4. Digitalisation and digital transformation constructs

Concepts Total
Constructs Digitalisation Digital Transformation
Frequency | Percentage

Frequency | Percentage | Frequency | Percentage
Digital technologies 8 62% 5 38% 13 100%
Digital products 8 50% 8 50% 26 100%
Digital strategy 7 35% 13 65% 20 100%
Digital capabilities 5 71% 2 29% 7 100%

A traditional strategy is not sufficient
to ensure digitalisation and digital transfor-
mation. Thus, a dedicated digital business
strategy is needed to emphasise that digi-
tal technologies remain the core focus of
achieving business goals. The importance
of digital capabilities was also emphasised
in the literature. With reference to the use
of digital products, Carcary et al., (2016)

Table 5. Digital transformation and BMI

define digital capabilities as the ability and
expertise of a business to manage digital
technologies for new product development.

5.2. Digital transformation

Thirty-nine articles were identified fo-
cusing on Digital Transformation. In Table
5, only one construct has been identified as
overlapping across two of the concepts.

Concepts Total
Constructs Digital Transformation BMI
Frequency | Percentage
Frequency | Percentage | Frequency | Percentage
Organisational 12 48% 13 52% 25 100%
culture
Organisational culture was cited in 25 5.3. BMI

articles covering both digital transformation
and BMI. Hock et al. (2016) claims that to
radically transform a business model, inter-
nal change is required Notably, change or
organisational culture, if the new dominant
logic of the transformed business model is
to be supported. Warner and Wéger (2019)
argues that the digital transformation pro-
cess requires a wide range of capabilities,
such as managing, adapting/changing the
organisational culture, redesigning the or-
ganisation and managing the innovation
ecosystem.

The majority of the articles (52%) that
were identified across the various databases
referred to BMI. Resilience was identified
independently as an important construct,
with nine articles citing the importance of
being able to recover quickly after a set-
back. Buliga et al. (2016) corroborate this
finding, claiming that BMI is an integral
part of an effective business response to-
wards changes in the environment. In Table
6, it is clear that three constructs overlap
across digitalisation and BMI.
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Table 6. Digitalisation and BMI

Concepts Total
Constructs Digitalisation BMI
Frequency | Percentage
Frequency | Percentage | Frequency | Percentage

Organisational 9 31% 20 69% 29 100%
innovation
Organisational

. 8 24% 25 76% 33 100%
learning
Strategic alliance 2 20% 8 80% 10 100%

Organisational innovation was cited in
29 of the articles across both the digitalisa-
tion and BMI articles.

Teece (2010) claims that BMI is a type
of organisational innovation in which or-
ganisations discover and pursue unique op-
portunities. In contrast, Bashir and Verma
(2019) disagrees by arguing that BMI is
rather seen as a new source of innovation
which is different from organisational in-
novation. Organisational learning was cited
in 33 of the articles. Salojarvi et al., (2015)
found that organisational learning has a
positive effect on the capability of an organ-
isation to pursue and achieve business mod-
el innovation. Joshi et al., (2010) agrees,
by stating that organisational learning

contributes to organisational innovation and
process effectiveness. Strategic alliance
was cited in 10 of the articles. During the
BMI process, organisations perform a vari-
ety of activities, such as forming strategic
alliances in order to create value (Hossain,
2017). Mansour and Barandas (2017)
agrees, stating that strategic alliances can
assist organisations in developing an eco-
system that is centred around the customer
experience and the product, especially in
digitalisation driven organisations.

As shown in Table 7, twelve constructs
were identified as sharing commonalities
with the three concepts of Digitalisation,
Digital Transformation and BMI.

Table 7. Communality constructs of digitalisation, digital transformation and BMI

Concepts Total
Constructs Digitalisation Tran]s)fifli'tr?lla tion BMI Freq. %
Freq. % Freq. % Freq. %

Organisational 11 18% 17 27% 34 55% 62 100%
structure

Customer 39 28% 24 17% 76 55% 139 100%
Product 45 32% 23 17% 71 51% 139 100%
Capabilities 38 30% 20 16% 69 54% 127 100%
Infrastructure 27 34% 16 20% 36 46% 79 100%
Resources 40 29% 23 17% 73 54% 136 100%
Profit 25 23% 12 11% 71 66% 108 100%
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Business 27 44% 16 26% 19 31% 62 100%
processes

Business 9 38% 5 21% 10 42% 24 100%
ecosystem

Organisational 38 28% 22 16% 74 55% 134 100%
strategy

Value 14 15% 13 14% 65 1% 92 100%
proposition

Governance 18 27% 14 21% 35 52% 67 100%

Organisational structure, the customer
and the product offering have been empha-
sised. As explained above, in the section
on Digitalisation, digital products are seen
as crucial in the digital transformation pro-
cess. These products need to be adapted to
include a digital element or alternatively, a
new digital product must be developed al-
together. Businesses need to possess the
necessary capabilities, and digital capabili-
ties in particular, to successfully execute
digitalisation, digital transformation and
BMI. For a business to succeed in the rap-
idly changing marketplace, the use of digi-
tal technologies has become crucial within
more than one area of the business, infra-
structure in particular becomes an im-
portant construct, requiring a business to
possess the necessary resources as a lack of
such resources could undermine profit.

The findings of business processes,
business ecosystem and organisational strat-
egy in Table 7 are supported by Crowley
et al. (2017), who agrees that these con-
structs are crucial for all three concepts,
stating that digital transformation requires
businesses to make changes to the busi-
ness models, business process, rethink
their strategy and collaborate with the en-
tire business ecosystem that will allow a
business to be more innovative in terms of
new product and service development that
includes the use of digital technologies.

Changes within business processes can re-
quire collaboration across the entire busi-
ness ecosystem. Businesses also need  to
rethink their business strategy to ensure it
is aligned with achieving overall business
goals, thus strategy is crucial within all
three concepts. Matt et al. (2015) contend
that value proposition is another important
construct of digital transformation, as sup-
ported by 14% of the articles. Lastly, gov-
ernance has been highlighted as important
for all three concepts.

6. CONCEPTUAL
FRAMEWORK

To answer the main research question
of the study, a conceptual framework was
constructed based on the literature search,
the construct map (see Figure 2) and the
research propositions. This framework in-
dicates how organisations can digitally
transform elements of their business mod-
el, resulting in BMI. This is represented in
Figure 3 below. Each of the elements in-
cluded in the framework has been identified
as a construct common to all three concepts
of Digitalisation, Digital Transformation
and BMI. The framework indicates how to
digitally transform the left-sided elements
into the right-sided elements. The central
blocks represent the action plan, indicating
how this can be achieved.
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P1
Product _Developing new productsor | | Digitally infused | =
offering digitally infusing existing products product offering
P2
Serving customer needs through
Customers > digital platforms —| Digital customers
P3
Identifying and acquiring the R r
Resources —> necessary resources to > inco?sg?azeefﬁt?tal | BMI
incorporate digital technologies P 19
technologies
P4
o Upgrading existing capabilities AR
Capabilities > into digital capabilities —»| New capabilities
developed
P5
Shaping strategy to ensure digital Digital business
Strategy [ transformation is the core focus [ = strategy —

Figure 3. Conceptual framework indicating how to digitally transform elements of the business model

The following section elaborates on
each area of the conceptual framework. The
elements on the left side of Figure 3 are
traditional elements found within a busi-
ness model. As identified in the literature,
to date, no clear framework exists demon-
strating how these elements can be digitally
transformed, resulting in BMI.

Firstly, with regard to the product offer-
ing, organisations should focus on how they
could either develop new products or adapt
existing ones by digitally infusing them.
Secondly, the question arises of how can the
customer — the main focus of any business
— be better served using digital technologies,
also referred to as a digital customer. Gartner
(2020) defines a digital customer as someone
who uses technology to buy and sell prod-
ucts and services. Thirdly, resources are criti-
cal in this process. This refers to the business
possessing the necessary resources to incor-
porate digital technologies into its business
model. Fourthly, the business needs to de-
termine whether it possesses the necessary
capabilities to ensure digital transformation
and BMI. Alternatively, the business needs to
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determine whether existing capabilities can
be turned into digital capabilities. This has
been identified as a critical factor in terms
of digitalisation and digital transformation.
Lastly, the strategy needs to be adapted to
include digital technologies. This is known
as a digital business strategy, defined in the
literature as a unique business strategy that is
formulated and executed by leveraging digi-
tal technologies (Bharadwaj et al., 2013).

7. MANAGERIAL
IMPLICATIONS

This study reviewed the key constructs
of three concepts, Digitalisation, Digital
Transformation and BMI in order to con-
struct a framework indicating how organi-
sations can digitally transform elements
of their business model. The findings will
provide researchers with updated constructs
that have been most frequently cited in rel-
evant literature. This will allow academic
researchers to comprehend how communal-
ities amongst the three concepts exist. The
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study has the potential to influence future
research in the area of digital transforma-
tion and BMI. These two concepts can be
combined as communalities exist between
the concepts, thus, digital transformation
can be incorporated in the process of BMI.
The findings can be used as action-based
recommendations to businesses and practi-
tioners, operating in an environment of con-
stant digital disruption. Lastly, the findings
will assist businesses to alter their existing
business model, with the conceptual frame-
work acting as a point of reference, guiding
business owners on how to achieve BMI
through identifying potential areas to inte-
grate digital technologies.

8. RECOMMENDATIONS FOR
FUTURE RESEARCH

Future research should consistently ex-
plore how organisations can innovate their
business models, using digital transforma-
tion in the face of the advancing Fourth
Industrial Revolution. Systematic reviews
could be conducted of digital transforma-
tion and BMI, in order to create a more ho-
listic view of the two concepts. The evolu-
tion of BMI could also be investigated to
determine how these constructs have been
adapted to suit the business environment
of the twenty first century. The research
propositions, together with the conceptual
framework developed as part of this study,
could be tested empirically on organisations
using the dynamic capability framework of
Teece et al. (1997) as a theoretical lens, in
conjunction with the conceptual framework
developed in this study, to examine digital
transformation (Warner & Wiéger, 2018)
and digitalisation (Ruiz-Alba et al., 2019).
Dynamic capabilities have been frequently
cited by authors in the adoption process
of digital technologies. Dynamic capabili-
ties are distinct from strategy, even though

they are closely connected. These capabili-
ties are a collection of knowledge and skills
that allow a business to identify new market
opportunities and create a viable business
model. Dynamic capabilities consider prod-
uct and process development, unique mana-
gerial processes, a business culture that al-
lows change and the ability to thoroughly
scan the business environment and identify
technological opportunities (Schoemaker
et al., 2018). Teece (2018) has identified
three broad pillars: (i) sensing is defined as
knowledge production, allowing strategic
decision making, (ii) seizing is the ability to
develop a business ecosystem that is open
for capturing an opportunity and mitigat-
ing risks and (iii) transforming is all about
the continuous realignment of resources,
thereby combining the dynamic capabilities
framework with business model elements.
The developed framework is not static and
additional business model elements can be
added by future researchers.

9. CONCLUSION

BMI is of critical importance in the
business environment of the Fourth
Industrial Revolution, yet such innovation
is very difficult to achieve. It is therefore
crucial for businesses to acknowledge the
need for BMI, and particularly, the need to
incorporate digital technologies into exist-
ing business models. The primary objective
of this study was to develop a conceptual
framework indicating how business model
elements could be digitally transformed,
resulting in BMI. The secondary objec-
tives were to determine frequently utilised
constructs related to Digitalisation, Digital
Transformation and BMI concepts. The
study validated the constructs associated
with Digitalisation, namely, digital capabili-
ties that consist of business skills and the
ability to develop and manage new products
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(Moorman & Slotegraaf, 1999). The im-
portance of a digital strategy was also em-
phasised. The elements of a business model
were identified, including the pillars of
customer-centricity, resources, processes
and profit (Osterwalder & Pigneur 2010).
Based on the literature, a proposed set of
propositions relating to strategy, customers,
products, resources and capabilities were
formulated. The commonalities between
the three concepts of Digitalisation, Digital
Transformation and BMI were identified as
a construct map. In conclusion, a construct
map was used to develop a conceptual
framework demonstrating how organisa-
tions can digitally transform their business
model elements, resulting in BMI. The
framework focused on transforming (i) ex-
isting strategy to a digital business strategy,
(i) existing customers to digital customers,
served using digital technologies, (iii) exist-
ing product offering to a digitally infused
product offering, (iv) existing resources
to incorporate digital technologies and (v)
existing capabilities to digital capabilities.
To facilitate this digital transformation to
BMI, an action plan was developed in or-
der to bridge the knowledge gap of how to
digitally transform existing business model
elements.
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ital transformation: an ongoing process

TEORIJSKI OKVIR DIGITALNE TRANSFORMACIJE
I INOVACIJE POSLOVNIH MODELA

Sazetak

S napredovanjem koncepta Cetvrte industrijske revolucije, poduzecéa se prilagodavaju uporabi di-
gitalizacije, koja zahtijeva i digitalnu transformaciju postojecih poslovnih modela. Medutim, o ovom
fenomenu postoji samo ogranicena kolicina empirijskih istrazivanja. Cilj ove studije je dvostruki: (i)
razviti teorijski okvir za poduzeca, kako bi podvrgli svoje poslovne modele digitalnoj transformaciji
te (ii) analizirati literaturu, kako bi se identificirali i utvrdili konstrukti, na kojima se temelje koncepti
digitalizacije, digitalne transformacije i inovacije poslovnog modela. Studija je kvalitativne prirode i
temelji se na opisnom pregledu literature. Relevantni su clanci identificirani koristenjem medunarodnih
bibliografskih baza te su temeljito prouceni koristenjem tematske analize. Rezultati otkrivaju da prva
dva konstrukta zahtijevaju digitalne sposobnosti i digitalnu strategiju. Treci konstrukt zahtijeva digi-
talnu transformaciju u podrucju orijentacije prema kupcima, resursa, procesa i dobiti. Formulira se
grupa istrazivackih propozicija te se mapiraju slicnosti izmedu koncepata. Na temelju dobivene mape,
razvija se konceptualni teorijski okvir. Rezultati istraZivanja ¢ée biti od pomoci u razvoju buducih instru-
menata, koji mogu voditi poduzeca u digitalnoj transformaciji postojecih elemenata poslovnog modela.
Ovim se radom, putem izrade konceptualnog okvira, namjerava dati znanstveni doprinos u podrucju
inovacije poslovnog modela putem digitalne transformacije.

Kljuéne rije€i: digitalizacija, digitalna transformacija, inovacija poslovnog modela
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