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Summary

Purpose — The main objective of the article is an attempt to assess whether and how the digital
transformation will affect the innovativeness of companies

Research  method — 1n the article, two basic research questions were formulated: 1. Does digital
transformation affect the company’s innovation and if so, how? and 2. Can digital transformation
change the structure and way of running a business in such a way that innovation can be more closely
related to the entrepreneurial attitude of employees? The search for answers to these research questions
was based on the analysis of published research results, collected information on the processes of
digitization and examples of companies implementing digital technologies and developing digital
business models. The analysis of the impact of digital transformation on the innovativeness of enterpri-
ses was carried out taking into account two perspectives: macro — digital institutional transformation
of the economy and micro — digital transformation of the enterprise.

Results — The thesis that the digital transformation of the company does not guarantee the growth
of the company’s innovativeness, but its absence will be a strong barrier to the innovation will be
formulated and evaluated in the article. The second thesis assumes that thanks to digital transformation
enterprises can be more innovative and their employees more entrepreneurial. Conducted analyses
allow for a positive verification of the theses formulated in the article and drawing the following
conclusion: if companies want to consider innovations, they should undergo a technological transfor-
mation that will allow them to take full advantage of the opportunities that digital technologies offer in
business.

Originality / value — The article showed that digital technologies and, in particular, digital technology
platforms offer the company’s employees the possibility of returning to the original Schumpeterian
idea of the entrepreneur as an innovator. In the new digital model of the company based on a digital
platform, each employee becomes an entrepreneur and at the same time has the opportunity to create
innovation in close cooperation with the end user, and thus be an entrepreneur and an innovator.
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1. Introduction

For several decades, we have been observing a rapid development of digital
technologies, which significantly changed both the social sphere and the economy.
Today, the digital revolution has a substantial impact on all areas of life, changing
the existing rules of functioning of markets and enterprises. Enterprises that want to
be competitive in the digital economy need to undergo a digital transformation. The
digital transformation of enterprises, and especially of business models, means that
there is an urgent need to develop and implement new methods and techniques of
company management. It also poses a new challenge for business management
science. According to Schumpeter, every entrepreneur is an innovator and thanks to
entrepreneurs, economic development takes place [Schumpeter, 1912]. His theory
gained special significance in the second half of the twentieth century, when the
rapid economic development of the world began. Its driving force was scientific and
technical progress and the dynamic development of technology. Information and
communication technologies, the Internet and wireless communications have had
a particularly strong influence. Thanks to modern technologies, the world has beco-
me different in many aspects. It involved, in particular, the creation of computer
networks enabling faster information exchange and virtualization of enterprises’
operations. Further development of information and communication technologies
enables the emergence of social networks and, as a result, the world becomes
a “global village” in which everyone can communicate with each other in real time,
regardless of where they are at a given moment. All this causes the conditions of
enterprises’ operations to change, therefore they must find their way of develop-
ment in this new reality.

A rapid development of digital technologies has been observed for many
decades. This development has influenced and significantly changed both the social
sphere and the economy. Today, the digital revolution has a substantial impact on all
areas of life, changing the existing rules of functioning of markets and enterprises.
Enterprises that want to be competitive in the digital economy need to undergo
a digital transformation. The digital transformation of enterprises, and especially of
business models, means that there is an urgent need to develop and implement new
methods and techniques of company management. It also poses a new challenge for
business management science.

2. The role of the government

The phenomenon of digitization is not only about modern, super intelligent
technologies but, above all, it is the socio-economic phenomenon affecting the
civilizational development of the world. It is expected that the result of the ongoing
digitization will be the accelerated development of the digital economy, digital
society and digital state, which will be based on artificial intelligence. The digital
state has a particularly important role to play. Thanks to digital technologies, it can
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become a leader and organizer of change processes facilitating the development of
the digital economy and the digital society. The digital state, thanks to the digiti-
zation of administrative and management processes, will be the driving force for the
development of new business models and the growth of enterprises’ innovativeness.

CHART 1
The digital state as the foundation for the development
of enterprises’ innovativeness
DIGITAL DIGITAL
ECONOMY SCOCIETY
Innovative, products, +—> Increased level of
services and business knowledge, creativity,
models innovation

I

DIGITAL STATE
Innovative, digital public services

Soutce: own elaboration.

Providing innovative public services with various channels and means of electro-
nic communication will bring tangible benefits to citizens and entrepreneurs. Howe-
ver, lack of digitization of the state or its slow development results in slowing down
the digitization of the economy and society. Therefore, it is necessary to systemically
transform the rules of functioning of the public sector, taking into account the
perspective of the entire state, not individual units.

3. The concept of digital transformation

Digital transformation of each organization is such a transformation of its
resources, structures and principles of functioning that enables it to take full advan-
tage of the opportunities offered by modern digital technologies in order to become
more and more effective. As a result, public sector organizations should provide ser-
vices in the form of an integrated, multi-channel approach (traditional and digital),
based on personal, postal and network contact (on-line, mobile access, digital TV).
An important feature of the digital transformation of the state is that the citizen is
treated not only as a client (recipient) using public administration services but, above
all, as the owner and participant in the process of creating digital public services.
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At the micro level, digital transformation is very often perceived as the imple-
mentation of digital technologies in all areas of the company’s business operations.
Thinking about digital technology, we assume that it supports discovering new
boundaries and using innovations and technologies to push business into new
directions. Digital transformation offers new opportunities for an existing service to
design and deliver better customer experience thanks to new ways of interacting
with clients. There are many different definitions of digital transformation. The
basic definition determines it as the novel use of digital technology to solve traditio-
nal problems. But digital transformation is also defined as the integration of digital
technology into all areas of a business, fundamentally changing the ways of how
companies operate and deliver value to customers. In other words, digital transfor-
mation includes all changes associated with the application and integration of
digital technology into all aspects of human life and society. It enables a move from
the physical to the digital. The definition of digital business transformation propo-
sed by Gartner is: “digital business transformation is the process of exploiting digital
technologies and supporting capabilities to create a robust new digital business
model”. It can be stated that digital transformation refers to how a company has
transformed or is transforming its core business processes using digital technology
to gain competitive advantage and strengthen collaboration and interaction between
its partners as well as offer greater value to the customers. “According to IBM
research, companies seeking opportunities in an era of constant customer connecti-
vity focus on two complementary activities: reshaping customer value propositions
and transforming their operations using digital technologies for greater customer
interaction and collaboration.”[Berman, 2012, 16-24]. Digital technologies facilitate
contact and establishing cooperation with clients at any time when value is created.
This close cooperation with the client enables the creation of a new customer-
oriented business model that accelerates the development of innovation through
online communities. Companies conducting digital transformation should, as the
main goal, focus their activities on optimizing the value chain around increasing
customer engagement. Saul J. Berman in his publication emphasizes that: “Transfor-
ming the customer experience is at the heart of digital transformation.” [Westerman
etal,, 2014, p. 29].

Adapting products and services to the digital economy is one of the most
important challenges for business managers. The company’s digital transformation
can ensure its continuity in the market in the future, but it does not guarantee
uniqueness or can have a destructive impact on the market or industry. For many
managers, digital transformation is associated with a breakthrough in business and is
in fact a follow-up to changes caused by digital disturbances [Kletzkine, 2018].
“Companies will continue to develop many great products using a deep understan-
ding of customer needs and well-managed development processes.” |Revolutionizing
Innovation. .., 2016, 474]. Digital technologies make it easier to identify unmet
consumer needs and individual expectations. It becomes possible thanks to the use
of information technologies to acquire, collect and process large data sets. Thanks to
the digital recording of data and information, the use of Big Data analytics and data
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mining is possible and enables the creation of information supporting company
management. Detailed information about the consumer’s needs allows the company
to implement a development strategy based on personalization of products. That is
why we are observing a still growing demand for timely and exact information about
the needs of the consumer. It should be emphasized that, apart from the known
ones, there are also unarticulated customer’s needs which are more difficult to
recognize. In particular, in the field of high-tech, advanced products, consumers’
knowledge about the needs the products meet may be poor. These new needs for
customer can be created by a company offering a modern, innovative product,
providing a new quality for the market.

4. Digital transformation and innovation

The concepts of innovation and transformation are quite often treated as syno-
nyms. In fact, these concepts are equivalent only in some cases. In most cases they
differ fundamentally. Transformation is usually a process that lasts for a certain
period of time, while innovation may appear as a result of a sudden spark or crea-
tivity. The difference between the concepts is particularly evident in the case of
digital transformation, which means the process of technology implementation imp-
roving business in order to enhance consumer experience. It can include improving
operational efficiency, changing the company’s culture and image, its structure and
a business model.

Schumpeter understood innovations extensively as: (1) the introduction of new
products or the improvement of existing ones, (2) the introduction of a new or
improved production method, (3) the opening of a new market, (4) the use of a new
way of selling or shopping, (5) the use of new raw materials or semi-finished
products, (6) the introduction of a new production organization [Schumpeter, 1934,
p- 60]. With regard to competition on the market and treating innovation as a com-
petitive advantage factor, innovations can be divided into five categories: (1) a new
product, (2) a new method of production, (3) a new market, (4) a new source of
supply for materials/pre-manufactured goods, and (5) the emergence of new organi-
zations that create or abolish monopolistic market structures. In digital economy
each category can have a destructive impact on the industry, sector or the whole
economy. Innovations in a company can play a dual role: supporting innovations
already existing on the market and destructive — replacing these innovations. In the
contemporary digital economy, the sixth category is becoming increasingly impor-
tant, namely digital technologies. This category includes all technologies, methods
and techniques broadly understood as digital technologies.
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CHART 2
The impact of digital transformation on the company’s
fields of innovation
[ RESULTS OF DIGITAL TRANSFORMATION ]
~
New digital New digital methods New digital
products of production markets
J
A\ 4
~
Digitization The emergence of new organizations
of supply processes using digital business models
J

Source: own elaboration

Digital transformation affects the way companies operate and their business
models. It enables the introduction of completely new, previously unknown busi-
ness models based on digital technology platforms, which allows them to gain
a competitive advantage. The term digital technology platform is understood as
common infrastructure necessary for many applications supporting a product or
a group of products [Agarwal, 2018]. Digital platforms, enabling the use of common
infrastructure for developing applications, benefit from the multiplier effect that
arises thanks to the synergy resulting from the cooperation of many partners. As the
experience of many companies has shown so far, breakthrough innovations that
break the existing order in the industry or sector and introduce new business rules as
well as new business models will become more important for the company success
in the market [Christensen, 1997]. It should be emphasized that new business
models based on digital platforms will be accompanied by changes in the organiza-
tional structures of enterprises — from being hierarchically organized towards flat
structures based on teamwork.

Digital platforms can play an important role in the transformation of all indu-
stries. According to de Reuver et al. [2018, p. 7], digital platforms can play a disrup-
tive role in shaping the entire industries. Also, Parker points to the emergence of
platform thinking and the transformative and disruptive impact of digital platforms
on organizations, their business models and the business environment as a whole
[Parker et al.,, 2016]. All this means that conducting research on new theories and
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models which explain and predict the potentially disruptive nature of digital plat-
forms will be necessary [de Reuver et al., 2018, pp. 7-8].

There is no doubt that we live in the world where everything is changing, and
that the only thing that is constant is the process of continuous change. For many
years, we have been observing changes taking place in business models driven by
new technologies, new methods of production, distribution and marketing. These
factors do not only modify the already existing business models but also enable the
creation of entirely new ones. One of the main driving forces behind the change
process are digital technologies that force businesses to change their existing model
of operation to a completely new one. Such change is possible thanks to the digital
transformation of enterprises enabling a shift from their traditional mode of opera-
tion and management to the modern and technology-oriented ways of operation.
Delivering a good digital business experience to customers and employees is the
main goal of the changes that are taking place. Strong market competition makes it
necessary to reduce operational costs and enhance customer experience as a result
of digital transformation.

5. Digital destruction and company innovativeness

Many contemporary disruptive innovations are based on new, highly advanced
technologies and, in particular, on digital technologies. Digital technologies are
cutrently becoming one of the main drivers of economic development and the foun-
dation for the fourth industrial revolution and a new industry known as Industry 4.0.
Today, it is hard to imagine the functioning of a modern economy without digital
technologies. Their influence on the economy is more and more often destructive
but in a positive sense. In particular, because destruction can have a creative chara-
cter.

According to Schumpeter, creative destruction is the process of change and
adaptation of existing industries to novelties [Schneider, 2017]. Schumpeter conside-
red creative destruction as a process that incessantly revolutionizes the economic
structure from within, incessantly destroying the old one, incessantly creating a new
one. Emerging innovations cause destruction of old products and processes
[Schumpeter, 1947]. In his view, consumers, with their unmet needs and demand,
play an important role in the economic equilibrium. Consumers’ wants are a funda-
mental force in the theory of circular flow in the economy and businessmen take
actions using means and methods of production in order to meet consumer needs.

As shown by the previous experience of many companies, digital technology
enables the transfer of many of the market mechanisms to an online, real-time
auctioning system. Based on this idea, Uber built their business model by creating
a digital technology platform. It operates through mediation between customers in
need of car transportation and drivers having unused or underused capacity of their
personal cars. Digital technology platforms play a very important role in this
process. They are the foundation for the development of new business models,
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offering new opportunities to meet identified market needs as well as to create
completely new needs and even new markets. The real-time auctioning system is
now being expanded to many atreas of the economy. An interesting example of using
new possibilities created by digital technology platforms and auctioning systems is
Haier Group Corp., which is transforming itself into a platform for entrepreneur-
ship and their employees into self-governing entreprencurs [Michelman, 2017].
Strong market competition forces companies to take actions to increase their
efficiency. This goal can be obtained in many ways and one of them is the reduction
of fixed costs. Another action leading to the same goal is increasing the flexibility
and agility of the company’s operation, its connectedness to the market. All this
becomes possible thanks to the use of digital technologies and the transformation of
a traditional company into a digital one. “In its transformed state, Haier is no longer
a traditional manufacturing corporation so much as a platform that provides finan-
cing, support, and coordination for microenterprises all focused on developing
products and services for the “smart home”, the internet of things (IoT)-based
concept of a fully connected and networked household” [Michelman, 2017]. For this
purpose, the company has implemented a new management model called Rendanbeyi,
thanks to which the company is closer to the end user of its products. As a result,
they can increasingly engage consumers in co-creating new innovative products and
services. The Haier digital platform does not only enable better use of internal
resources but also, thanks to the platform’s availability to external entrepreneurs
interested in cooperation, it enables the use of external resources and human poten-
tial from all over the world. In this way, the company is transforming into a network
organization. There are more and more companies which make the transition from
a structural to a network organization thanks to digital technology. Digital
transformation, which is driving this transition, creates powerful new capabilities for
company development and market competition. Digital transformation based on
artificial intelligence, robotics, cognitive computing, Big Data and the Internet of
Things helps companies to optimize their business in order to meet consumer de-
mands and experience. Digital companies can serve many customers immediately
and at very little cost. They can compete in new ways thanks to the use of conver-
ging digital technologies and new data sources. Due to the simultaneous imple-
mentation of a bundle of digital technologies, many traditional businesses are being
“crushed” by the digital companies such as Uber, Netflix or Amazon.

An important issue for any contemporary company is its innovation. As shown
by Schumpeter in his work, an entrepreneur, thanks to his skills and involvement in
using the production factors: land, labor and capital, creates new entities, new
products and services, and even markets. Thanks to his creativity, innovations arise
and he is an innovator who contributes significantly to the economic development.
For Schumpeter, an entrepreneur is an innovator. One can draw a conclusion about
the bottom-up nature of innovation, closely related to entrepreneurship. The history
of business development goes through stages — starting from a small company,
through a medium one to a large, global corporation. Analyzing the essence of
innovation, it can be demonstrated that in the way of company growth the idea of
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innovation begins to break away from entrepreneurship. In a small and medium-
sized company, the entrepreneur is the driver of its innovation. However, the
growth of the company usually results in the innovative activity beginning to sepa-
rate from the business activity — innovation is handled by engineers employed for
this purpose, who do not need to have, and often do not have the features of an
entrepreneut.

TABLE 1
Innovation and entrepreneurship in companies

The period

Innovation and entrepreneurshi
of development p p

Entrepreneur as an innovator creating and commercializing inno-
Until the end of the | vations. Close links of innovation and entrepreneurship. Schum-
first half of the 20th | peter’s view — an innovator entrepreneur who effectively uses
century production factors, providing innovation to the market, drives
economic growth.

The following separation of innovation from entrepreneurship.
Second half of the The innovations are dealt with by specialized company employees
20th century (engineers) developing highly advanced technologies. The
innovator ceases to be an entrepreneut.

Transformation of companies based on digital technologies. The
use of digital platforms allowing the transfer of some managerial
competences to employees, forcing them to be more independent
and expecting entrepreneurial attitudes. Back to the idea of
Schumpeter in a new version — an enterprising employee-inno-
vator. Factors of production owned by the company, which
becomes a network of employees, teams and individuals
cooperating on the digital platform as well as consumers who are
co-creators of innovation.

The beginning of
the 21st century

Soutce: own elaboration.

6. Conclusions

Analyzing the digital transformation of the Haier company, it is possible to for-
mulate the conclusion that digital technologies and, in patticular, digital technology
platforms offer the possibility of returning to the original idea of the entrepreneur as
an innovator. In the new digital model of the company based on the digital platform,
each employee becomes an entrepreneur and at the same time has the opportunity
to create innovation in close cooperation with the end user, and thus be an entre-
preneur and innovator. It follows that the future of enterprises is the ever-increasing
digitization which forces the flattening of the hierarchical structure and offering
greater independence to the units (teams). Thanks to this, the employees are not
only the executors of their managers’ orders anymore and, gaining more and more
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independence in making decisions, they must become more and more entrepre-
neurial. It can therefore be assumed that in the 21st century a return to Schum-
peter’s idea of an innovator entrepreneur will be expected, in a new form, in which
not only an entrepreneur (company owner) is an innovator, but also every employee
of a large corporation is an entrepreneur and innovator. Moreover, thanks to digital
technologies, this enterprising employee-innovator will be very close to the consu-
mer who will become a co-creator of innovation.

Digital transformation of enterprises is the novel use of digital technologies in
order to implement traditional business processes and create new ones. It should be
remembered that digital transformation is not only the transfer of all processes to
the digital format, but, above all, a significant change in thinking about the com-
pany’s functioning, its processes, products (services), partners and consumers. This
requires a new look at the entire company, its business environment and its business
model. Taking this into account, it can be assumed that many elements of digital
transformation are in the nature of innovation. On the other hand, the digital trans-
formation of a company can influence it in a positive way and be the source of its
innovativeness.
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