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ABSTRACT

Pre-digital firms are facing real threat from the digital disruption caused by the rapid digital
technologies development. Digital business transformation has become a hot topic among
scholars and practitioners as a proper response to the digital disruption. However as per
previous studies, most of the reported digital transformation initiatives fail to meet
organizations ambitions, indicating the need for more research in this area. The lack for
acceptable theoretical model that can help managers better understand the process of
achieving digital transformation objectives motivated the researcher to conduct this study
aiming to propose a model that helps managers to assess their firm’s organizational readiness
for digital transformation. The study will examine the roles of leadership and organizational
culture in enhancing firm’s readiness for digital transformation. The researcher will
empirically validate the proposed model with 260 telecom employees in Yemen and using
Structure Equation Modeling (SEM) to analyze the data. The researcher recommends to
extend the proposed models to include technological and environmental factors that
influence firm’s readiness for digital business transformation. The proposed model will be a
new contribution to the body of knowledge of digital transformation.
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1. Introduction:

Pre-digital firms are facing real threat due to digital disruption facilitated by the rapid
digital technology’s development. Digital disruption happened occurred when new entrants
introduced new innovated services based on digital technologies as that can partially or
completely replace traditional services. Roger (2016) referred to the change result by the
digital technologies as a revolution that changed the pre-digital rules and concepts. Due to
digital disruption, the market structure and the rules of competition have been changed and
completely different competitive opportunities and risks are being born (Porter &
Heppelmann, 2014). Startups such as Uber, WhatsApp, Amazon, Airbnb surprise business
leaders with their abilities to define successful business models based on digital technologies
(Sanchez, 2017). The mention disruption is now affecting strategies of many industries
including transportation, telecommunication, accommodation, manufacturing and others
(Karimi & Walter, 2015, Stewart et al.; 2016). Telecommunication industry as other
industries is being disrupted by digital services that offer telecommunication media for
people over the internet and they have been known as Over the Top (OTT) services such as
Skype, WhatsApp, Imo and other. Such services are substituting traditional
telecommunication services due to its attractive features for users (Onyeji-Nwogu et. al,
2017). As to confirm this impact, the researcher has collected annual traffic reports and
growth of Internet users in Yemen from the Ministry of Telecommunication that cover the
period of 2006 - 2018. The graph in Figure 1 below shows a growth of International Direct
Dialling (IDD) and Mobile Messaging before and after 2012. By 2012 and while Internet
users keep growing and with the appearance of digital communication applications over the
internet such as Skype, WhatsApp and other applications that offer customer better
experience, the traditional telecommunication services usage started to decline. For example,
IDD annual growth reached 40% in 2008 then dropped to negative growth of 20% by end
2017. Similarly, the total number of mobile SMS messaging dropped from 76 Million
messages in 2008 to less than 38 Million messages in 2017. Hence both IDD and SMS
messaging usage decline with time as Internet users keep increasing as shown. The
justification of this drop is that customers in Yemen preferring the OTT services in
performing communication over the traditional services and this phenomenon is increasing
with time.
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Figure: 1: Internet Users versus IDD calls and mobile SMS
Source of Data: Ministry of Telecommunication, Yemen

As per (Mihardjo & Sasmoko, 2019), telecommunication firms need to transform their
services in new way to reduce the gap in business model innovations and develop new
distinguished digital capabilities. Digital transformation is defined by Kotarba, (2018) as
the modification of business models with the effective use of digital technologies that
changes consumer and social behaviours. Digital transformation becomes a hot topic among
scholars and partitions. Despite this focus on digital transformation, as per Nwaiwu (2018),
there is still no consensus on a framework for digital transformation that can assist scholars
and practitioners better understand the process to achieve digital business transformation
objectives in a firm. Many managers don’t see digital transformation is an easy process to
implement (Afandi, 2017). According to Fitzgerald et al. (2014), many firms actually
struggle to achieve the full benefits from this process. Many Scholars as per (Orji, 2019,
Afandi, 2017; Sow & Aborbie, 2018; Mihardjo & Sasmoko, 2019 ) referred these difficulties
to the missing required capabilities and the ignoring of development of the skills required by
digital transformation. Hence there is a need to develop new frameworks that describe the
preparedness of firms for digital transformation which represent a justified gap to conduct
this study. The researcher is examining the role of leadership and culture values in improving
firm’s readiness for digital business transformation.

2. Literature review:

With the development of new disruptive services that effect many industries, the digital
transformation become an attractive topic for many researchers. The technological
development changed the source of competitive advantages (Packmohr, Mosconi, Santa-
Eulalia, 2019). Many Scholars focused on challenges and opportunities of digital
transformation and they tried to develop models for the digital transformation phenomenon.
Nevertheless, there is still no full agreement on a solid framework for digital transformation
that can answer all aspect in relation to digital transformation strategy as per a
comprehensive review conducted by Nwaiwu (2018). The readiness of firms for digital
transformation that is being addressed in this study among topics are being investigated by
scholars and few of them tried to develop a readiness model for digital transformation. The
researcher focuses in this study on the association relationship between operational
capabilities and in particular leadership and culture values and the firm’s organizational
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readiness for digital transformation. The outcome of this study will constitute of a model for
the digital transformation readiness that will represent a significant contribution in the body
of knowledge of the digital transformation strategy.
2.1  Organizational Readiness for Digital Transformation

The readiness for change term is an old business term used by scholars in different areas.
The readiness for change in a firm as per (Albano, 2010) is referring to the level to which
people are prepared to perform organizational development practices. The readiness
assessment is needed prior major change within an organization. Organizational readiness
was described by (Weiner, 2009) as shared organizational team change commitment and
belief in their shared capability to accomplish that change. Many changes failed because
organizational readiness was not assessed for this change (Albano, 2010). There are two
approaches that conceptualize organizational readiness found in literature. The first approach
considers the psychological state of organizational team is related to organizational change
(Armenakis et al., 1993). Organizational readiness as per this approach can be assessed by
team’s Change Commitment and Change efficacy (Albano, 2010). The second approach
embraces the professional view was developed by Campbell et al. (2001) who suggested six
dimensions of eHealth readiness (turf, efficacy, practice context, apprehension, time to learn
and ownership). Based on both approaches, Albano (2010) developed a model consists of
three components that have been recognized as relevant in the assessment of the overall
organizational readiness for change: the innovation-oriented climate, the information
maturity and the cooperation maturity. In this research, the researcher needs to measure the
readiness of organizational firms to proceed with the digital transformation which represents
fundamental change that effect all business process and operation. Hence the researcher uses
Weiner, (2009) framework to measure organizational readiness construct with the two
components; Change Commitment and Change efficacy.

2.2 Digital Leadership

Leadership is a topic that is attracting attention of many scholars whenever firm’s
performance is the interest issue. There are many theories found describing the role of
leadership in firm’s success and how leadership skills been developed.

Leadership has been understood in terms of individual traits, behaviour, influence
over other people (Yukl, 2013). Stogdill (1974) defined leadership as the incorporate and
keep of structure in expectation and interaction. Leaders in any firm are the main reason for
the performance enhancement. The better leadership skills at any firm the better performance
expected in that firm. As per (DeRue & Ashford, 2010), five essential components that
define leadership including leaders - followers, influence, organizational targets, people, and
change,

Different theories in relation to leadership have been found in literature including great
man theory, trait theory, behavioural theories, contingency theories, transaction
theories and transformational theories. Great man theory developed by Dowd on 1936
considers great leaders are innate and not made (Madanchian et al., 2016). Then the concept
of this theory was extended in Trait theory. Trait theory explains leadership as individuals
born traits that make them good leaders (Madanchian et al., 2016). Researchers support this
thought suggested range of traits that they claim that are reasons for successful leadership
(Fleenor, 2006). Examples of characteristics considered as traits of effective leaders are:
intelligence, self-confidence, strategic focus, energy, decision makers, knowledge, tolerance
of stress, determine when facing problems and result-orientation (Madanchian et al., 2016).
Other researchers see leadership characteristics doesn’t make any difference between leaders
and followers (Fleenor, 2006). As a result, the thought of leadership as situational
approaches was introduced which involve behavioural theories of leadership. Stogdill
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expected that effective leadership is determined by situation and the leader’s personal traits
(Madanchian et al., 2016). The behaviours needed for leader’s role as an influencer may vary
between being inspirational, motivational and visionary to a role which involves the
development of suitable organizational context (Oke et al., 2009). Bass and Avolio, (1993)
referred to these as transformational and transactional leadership styles. Leadership styles
are very important for firms and can lead to achieve the goals so that when a firm change is
needed, the matching leadership style may put this change easy to implement. Effective
leaders are expected to generate higher levels of organizational commitment so it is expected
that transformational leaders will generate a higher level of commitment through vision
elaborated type of commitment (Nordin, 2012). According to Deetz et al. (2000), when
employees are highly committed to an organizational mission, they are more likely to go
forward with company goal actions that are not necessarily meet individuals or departmental
priorities. However, the leadership capabilities shall not be constant skills and shall continue
to be modified as needed. The rapid development in technologies and the introducing the
new digital technologies make it necessarily for leaders to adapt themselves and their skills
with digital capabilities. Many firms failed in the digital era because a lack of proper
leadership capabilities in those firms. NOKIA phones found themselves lost their position
as a leader for mobile phone. The researcher argues that the lack of digital-based Leadership
capabilities is one of the main reasons for NOKIA failure as NOKIA seems didn’t have
proper and strategic vision to reshape their business as to respond to the growing
developments in the open software of smartphone in that time. Other big trademarks also
failed to respond to digital disruption such as Excite.com search engine, Blockbuster Videos,
Xerox Graphic Computing. As per (Westerman, Bonnet and Mcafee, 2014), firms failed in
the digital era seems failed to develop digital capabilities including the leadership
capabilities that can set a digital vision and elaborated to all teams to be smoothly executed.
Many recent studies focused on the role of leadership on digital transformation and most of
them found positive association between leadership capabilities and the success of digital
transformation process (Afandi, 2017; Larjovuori et al., 2018; Sow & Aborbie, 2018; W
Wasono & Furinto, 2018; Wahyu Wasono Mihardjo & Sasmoko, 2019). More studies found
that most of organizational challenges such as lack of urgency, unclear vision, unaligned
strategies all can be resolved through effective leadership (Afandi, 2017).

2.3 Organizational Culture

Digital transformation strategy execution is not straightforward, and firms need to considers
many conditions before and during digital transformation and among these is the
organizational culture (Osmundsen, Iden, Bendik, 2018). To meet business improvements,
comprehensive organization changes are required. Firms are required to transform and
digitalize their entire business models and the adopting existing organizational conditions,
such as structures, processes and culture (Fitzgerald et al. 2014). Culture is often perceived
as a valuable strategic asset that support business transformation and the exploitation of
digital technologies (Downes and Nunes 2014). Many scholars agreed that culture
fundamentally impacts the success of business transformations (Hartl & Hess, 2017). As
per McKinsey’s 2016 survey of global executives found that culture is the most significant
self-reported barrier to digital effectiveness as more than 33% of respondents consider
cultural and behavioral challenges as the most significant challenges to meeting digital
priorities (Goran et al.; 2016). Organizational culture values involve characteristics set of
behaviour that define how things get done within a firm and determine the way employees
interact with each other ( Shin et al., 2012 , Hemerling et al., 2018). The effect of
organizational values on the firm’s strategic orientation can be seen in terms of sensing or
exploitation of opportunities (Matzler et al., 2013). The role of culture becomes more
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important in the digital environments as it need a team with an open mindset, easy to adapt
and accept to change. A proposition suggested by Venkatraman (1994) as cited by (Parida
et al., 2016) that condition the effective exploitation of IT deployment benefits by
organizational and culture transformation. Fitzgerald et al. (2014) argues that the
establishment of a digital mindset and a change of organizational culture is essential success
factor for digital transformation. Recent studies (Haddud & McAllen, 2018) also found that
migration into digital is not only about introducing new technologies, but it is more about
conducting changes in business process, people. Furthermore, studies found that the failure
of many digital transformation initiatives is referring to the unsupported culture (Hartl &
Hess, 2017). In other words, to avoid the failure in digital transformation, firms need to
embrace couple of organizational culture values that improve the internal environment
readiness for the innovation and change Albano, (2010). A research conducted by Kane et
al., (2015) referred to the assumption that organizational culture is critically essential to
effectively achieve all benefits of digital technologies in the workplace. In a Delphi study
conducted by Hartl and Hess (2017) to identify the supported culture values for a successful
digital transformation, he found that the most dominant organizational values identified are
openness to change and customer centricity.

2.4Underlying theories

The Resources Based View (RBV) suggested that firms can create and sustain competitive

advantage only by developing resources that are rare and difficult for competitors to imitate

(Saa-Pérez & Garcla-FalcOn, 2002). According to Amit and Schoemaker (1993), the firm’s

resources are those available factors that are owned or controlled by the organization and

capabilities are among those resources. Capabilities refer to a firm’s capability to deploy
resources, usually in combination, applying organizational processes to effect a desired end.

(Saa-Pérez & Garcla-FalcOn, 2002). As per RBV theory, firm capabilities are resources

managed by a firm or strengths that enable the firm to decide on and implement strategies

that enhance its efficiency and effectiveness (Barney, 1991). Technological Organizational

Environmental Framework (TOE) developed by Tornatzky and Fleischer in 1990 to examine

factors influencing adoption of innovation. It specifies three areas of an enterprise's context

that impact the process by which it adopts and implements a technological innovation:
technological context, organizational context, and environmental context (Oliveira &

Martins, 2011). TOE helped scholars to group all factors identified to influence innovation

adoption into three categories:

1- Technological factors : Technological factors that influence digital transformation includes
technology and this includes applications, equipment’s, infrastructure, services availability,
security and quality.

2- Organizational factors: Organizational factors includes all resources and capabilities inside the
organization that include, Strategy, leadership, culture, ICT Capabilities, structure, process,
operation, financial capability, innovation, dynamic capabilities.

3- Environmental factors. Environmental factors include external factors such as regulations,
customer readiness, competition, firm size.

Many scholars adopted TOE in the context of digital transformation studies to develop

frameworks to explain the success factors of digital transformation process. Examples of

these studies including: (Aboelmaged, 2014) adoption of e-maintenance technology; (Awa,

H. O., Ukoha, O., & Emecheta, B. C. 2016) adoption of ERP application and (Sun et al.,

2018, Leung et al., R. 2015) adoption of Big Data.

2.5 The Conceptual Framework
Based on the Resources Based value theory (RBV), Technological Organizational
Environmental Framework (TOE), the researcher is proposing a new model that can be used
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to assess organizational readiness of firms for digital transformation as shown in Figure 2
below. The developed model shows a direct positive association between digital leadership
and Organizational Culture from one side and the Organizational Readiness for Digital
Transformation. The model explains that firms equipped with digital leadership capabilities
and supported organizational culture for change will have better organizational readiness for
digital business transformation. This firm will be able to respond to digital disruption faced
by most of pre-digital firms.

Digital

Leadership
Organizational
Readiness for Digital

Transformation

Organizational
Culture

Figure 2: Researa : Framework

3. Methodology:
The researcher is conducting a quantitative study to validate the proposed model. The
260-size sample is selected randomly from Telecommunication seniors in Yemen to
respond to closed-ended questionnaire. The collected data is then analyzed with SEM
using AMOS to validate the mode.

4, Conclusion:
The proposed model will be a significant contribution to the body of knowledge in relation

to digital transformation. This model will also emphasize the importance of leadership digital
capabilities and the supported organizational culture for change to secure the successful
operations of digital transformation and to achieve the maximum benefits of this process.
The model from the other hand will assist managers to assess their firms against readiness
for digital transformation and identify any gaps in terms of organizational capabilities and
skills to be addressed. This model still needs to be extended in future studies to include other
technological and environmental factors that have impact on firm’s readiness for digital
transformation. It is also recommended to examine this model in different industries with
different environment conditions.
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