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Abstract 

Digital transformation (DT) is increasingly vital for 

organizations navigating the dynamic digital landscape. 

While its effective management is shaped by its context, 

the exploration of DT within small and medium-sized 

enterprises (SMEs) remains underresearched. This 

study aims to address this gap by examining how SMEs 

manage DT and identifying the idiosyncrasies of DT in 

the context of SMEs. The research focuses on the ques-

tion: How does digital transformation unfold in the con-

text of SMEs? The study makes three significant contri-

butions: First, it contextualizes DT specifically for 

SMEs. Second, it elaborates on questions for further re-

search to better understand DT in the context of SMEs. 

Third, we highlight how SMEs’ focus on their tradi-

tional business affects DT endeavors. Our contribution 

underscores the necessity for tailored DT approaches in 

SMEs and provides insights for future research to better 

understand DT in this specific organizational context. 

 

Keywords: Digital Transformation, Small- and Me-

dium-Sized Enterprises, Contextualization, Systematic 

Literature Review 

1. Introduction 

Digital technologies have changed how organiza-

tions fulfill their economic purpose. As a result, cus-

tomer behavior and the competitive landscape con-

stantly change, opening up many challenges for organi-

zations (Verhoef et al., 2021). In response, companies 

must achieve extensive organizational changes, such as 

digital product innovations (e.g., Vaska et al., 2021) or 

structural changes (e.g., Kretschmer & Khashabi, 2020). 

Therefore, the concept of digital transformation (DT) 

has emerged over the last decade as an important phe-

nomenon for information systems (IS) practice and re-

search (Verhoef et al., 2021). While no uniformly ac-

cepted definition exists (Vial, 2019), most researchers 

agree that DT includes holistic organizational change in-

duced by digital technologies (Baiyere et al., 2023). This 

separates it from established change concepts, such as 

IT-enabled organizational transformation, which fo-

cuses on punctually improving operational processes 

(Wessel et al., 2020). 

Although the concept of DT is used widely across 

different settings, evidence suggests that the specific ge-

stalt of DT strongly depends on companies’ characteris-

tics and context (Alves, 2016). Yet, the DT phenomenon 

is mainly studied in the context of larger companies 

(e.g., Hess et al., 2016). In contrast, small- and medium-

sized enterprises (SMEs) receive much less attention 

from the research community and are often put on the 

same level as large enterprises when it comes to DT (De 

Massis et al., 2018). This is surprising, given that prior 

literature indicates that SMEs’ DT differs from that of 

their larger counterparts due to their characteristics 

(Alves, 2016). For instance, SMEs often suffer a scar-

city of resources, making developing digital resources 

challenging. Additionally, they are frequently situated 

in niche markets that have distinct market dynamics 

compared to those of larger firms, putting the DT of 

value creation – market offerings, business processes, 

and models – in a different context (Matarazzo et al., 

2021). Similarly, SMEs typically differ in their organi-

zational structure (Syed et al., 2024). In many SMEs, the 

top management leads the operational and strategic 

business. However, they have to discuss their goals with 

the owner(s) (Shirish et al., 2023), giving both signifi-

cant influence over adopting digital resources. Conse-

quently, these characteristics strongly influence how 

SMEs pursue and manage DT. These aspects suggest 

that DT in the context of SMEs differs from those of 

large enterprises (Becker et al., 2018), making the un-

derlying dimensions a significant research subject 

(Malodia et al., 2023). Given that SMEs constitute 95% 

of all companies within most countries, understanding 

how DT unfolds in SMEs is also of practical relevance. 

Although research on DT in SMEs is gaining trac-

tion, most of the published articles focus on single facets 

of DT (e.g., Becker et al., 2018) or analyze specific or-

ganizational aspects, such as structure (e.g., Li et al., 
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2018), value creation (e.g., Matarazzo et al., 2021), or 

culture (e.g., Chan et al., 2019). While these individual 

perspectives help to understand and describe isolated 

phenomena, they do not provide insight into how DT 

unfolds in SMEs. It has not been detailed how the 

unique characteristics of SMEs affect their interaction 

with DT. Therefore, we pose the following research 

question: “How does digital transformation unfold in 

the context of SMEs?” 

Consistent with our research question, we conduct 

a systematic review of the existing literature following 

the guidelines by Paré et al. (2016). We analyze 82 arti-

cles from IS, general management, and entrepreneurship 

literature. To analyze the literature, we follow an induc-

tive approach to develop categories that describe how 

SMEs manage DT. Our study aims to provide a compre-

hensive overview of SMEs’ DT management and out-

line a research program to unpack DT in SMEs, making 

three key contributions. First, we contribute to the con-

temporary discussion on the contextualization of DT by 

highlighting the idiosyncrasies of SMEs’ DT. Second, 

we elaborate on questions for further research to better 

understand the context of DT in SMEs. Third, we high-

light how SMEs’ focus on traditional products affects 

DT endeavors. 

2. Theoretical background 

2.1. Digital transformation 

Emerging digital technologies have changed cus-

tomer behavior and the competitive landscape, opening 

up manifold challenges for organizations (Verhoef et al., 

2021). In response, organizations embark on extensive 

organizational transformation. DT has emerged over the 

last decade, enabling companies to exploit the potential 

of digital technologies (Markus & Rowe, 2023). Com-

pared to the earlier IT-enabled change (e.g., Besson & 

Rowe, 2012), DT aims for holistic organizational adjust-

ments and shaping the technology-driven transfor-

mation of products, processes, and business models ra-

ther than punctually improving operational processes 

(Hess et al., 2016). Even though the concept of DT is 

not new per se, its intenseness and importance for or-

ganizations have increased significantly in the last five 

years (Carroll et al., 2023). While DT is holistic, it often 

involves individual initiatives that collectively drive 

overall organizational change. To better understand this 

transformation, researchers have studied the phenome-

non from different perspectives. For example, some ar-

ticles focus on the required changes in value creation, 

such as business processes (e.g., Du et al., 2016) or dig-

ital products (e.g., Wulf et al., 2017). Some researchers 

also examined the organizational structure as a prereq-

uisite, emphasizing the importance of new organiza-

tional roles (e.g., Singh & Hess, 2017) or digital respon-

sibilities (e.g., Dürr et al., 2018). Other studies investi-

gated the procedural nature of DT (e.g., Sciuk et al., 

2023), the DT strategy (e.g., Chanias et al., 2019), and 

their importance for the outcomes, such as market per-

formance (e.g., Leischnig et al., 2017).  

The different perspectives on DT show that it is 

a complex phenomenon that affects companies in vari-

ous dimensions. Therefore, DT is not a uniform concept 

that can be applied to every company without adaptation 

(Clemente-Almendros et al., 2024). Therefore, the con-

text in which DT takes place and the company’s size 

play an important role in better understanding the phe-

nomenon of DT (Alves, 2016).  

2.2. SMEs - the role of company size in digital 

transformation 

Considering company size as a contextual factor for 

DT, there are various dimensions of size to take into ac-

count. To differentiate between these types, academia 

distinguishes between micro-enterprises, SMEs, and 

large enterprises (Munro, 2013). The distinction be-

tween SMEs, micro-, and large-sized enterprises is 

based on the number of employees and turnover. The 

number of employees is primarily used to differentiate 

between cross industries. Therefore, 10-499 employees 

are considered as a benchmark for SMEs, whereby a dis-

tinction is made between small (10-49 employees) and 

medium-sized (50-499 employees). 

Contextualizing DT based only on employee num-

bers oversimplifies SMEs, grouping both digital-born 

and pre-digital, established companies of similar size. 

However, digital-born firms, which are founded with 

digital solutions, have different adaptation processes 

than pre-digital companies that must transform existing 

operations. This makes the distinction between pre-dig-

ital and digital-born organizations central to DT re-

search (Tumbas et al., 2017). We use this distinction to 

differentiate between pre-digital, established SMEs and 

start-ups or digital native companies of the same size. 

The motivated challenge of integrating digital technolo-

gies is greater for established, pre-digital SMEs than for 

start-ups or digitally native companies. Thus, this study 

focuses on DT for established SMEs, which were suc-

cessful in the pre-digital economy (Arendt, 2008). 

Previous research primarily attributed DT particu-

larities of SMEs to their limited resources. However, 

a closer inspection of SME literature reveals that the 

true picture is more complex. Established SMEs differ 

from the other company types due to their focus on ge-

ographical and functional niche markets, which they 

dominate with traditional products (Fabian et al., 2023), 
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prioritizing core business optimization. Their flat hier-

archies and short communication channels enable swift 

decision-making and rapid implementation of manage-

ment decisions across the organization (Nagahawatta et 

al., 2021). As a result, organization-wide changes spread 

throughout the company instead of diffusing through the 

organizational layers. Thus, their characteristics place 

DT in a different context than large or digital-born com-

panies (Becker et al., 2018). 

3. Method 

To answer our research question, we conducted 

a systematic literature review following the six steps by 

Paré et al. (2016), thus ensuring the systematicity and 

transparency of our research. Starting with the first step, 

we defined our (1) research objective and research plan 

to determine how DT unfolds in SMEs (RQ). Further-

more, we selected a theoretical systematic literature re-

view as our review type, aiming for “explanation build-

ing” (Paré et al. 2016, p. 188). To (2) build a compre-

hensive literature base, we combined the search terms 

“digital transformation” and “SME*” and different var-

iations of these keywords (see Soluk & Kammerlander, 

2021). We searched for these terms in abstracts, titles, 

and keywords within different databases to build up 

a broad sample (Web of Science, EBSCOhost, AIS eLi-

brary), resulting in 1322 articles. Our literature review 

encompasses articles published until August 2024. 

To (3) select the studies of interest for our research 

question and (4) assess the quality of the studies, we re-

viewed the articles’ abstract, introduction, and findings 

based on pre-defined inclusion (I) and exclusion (E) cri-

teria (Okoli, 2015). We included literature (I1) pub-

lished in English and (I2) in peer-reviewed papers rank-

ing C or better in the VHBJourqual3 (i.e., Germany’s 

most established journal quality ranking) of IS, entre-

preneurship, and management disciplines. We excluded 

papers that were (E1) not accessible and (E2) whose re-

search subject is not DT and SMEs. Due to the varying 

definitions of the term “SME” in the identified studies, 

we first had to categorize the studies based on our spe-

cific definition of SME type. We categorized all relevant 

papers by company size to ensure they matched our 

SME criteria or to note differences based on size within 

the established SME type (e.g., Eller et al., 2020, chapter 

4). We excluded studies in which micro (<10 employ-

ees) and large enterprises (>500 employees) were incor-

rectly defined as SMEs. Furthermore, we excluded arti-

cles that examined our type of SME and companies be-

yond the boundary condition (e.g., 10-700 employees) 

without distinguishing between those that exceeded this 

range and those that fell within it. This ensures the va-

lidity of our coding and guarantees findings specific to 

the type of SME we study. Papers (E3) without a socio-

technical nature were also not considered, such as pa-

pers of purely technical or legal nature. Finally, we as-

sessed the (E4) publication type and excluded editorial 

comments and special issue editorials. After applying all 

inclusion and exclusion criteria, we identified 96 arti-

cles. Additionally, we filtered all duplicates, resulting in 

63 articles. Based on the 63 articles, we conducted 

a backward and forward search to include essential but 

unidentified literature, adding 19 articles to our sample. 

Thus, we yielded 82 final articles for our analysis. 

(5) We applied the Strauss and Corbin (1998) cod-

ing method to extract and develop the key themes. Dur-

ing open coding, two authors identified relevant state-

ments within the articles and summarized them into core 

statements. (6) We then performed axial coding by 

grouping these core statements into emerging themes. 

Finally, through selective coding, our analysis unveiled 

three primary research concepts (Table 1): triggers, 

transformation management, and associated outcomes 

of DT in SMEs. These concepts structured our findings. 

Throughout the coding process, the research team re-

viewed and refined the results of each coding phase in 

regular team meetings. 
Table 1. Concepts grouping the identified re-

search themes. 

Concepts Themes 

Triggers 
Internal triggers 

External triggers 

Transfor-

mation man-

agement 

Organizational roles constituting DT re-

sponsibilities 

Changes in the value creation structure 

Outcomes 

Financial growth 

Efficiency gains 

Strategic repositioning 

4. Findings 

Based on the data analysis, we derived three con-

cepts that describe the triggers, the transformation man-

agement implying organization-wide change, and the 

resulting outcomes of DT in SMEs. These concepts clus-

ter the different themes and multiple facets discussed in 

current research.  

4.1. Triggers – need for digital transformation 

Prior to the transformation management, the inter-

nal and external triggers instigate DT in SMEs (Ta-

ble 1). We found that a common internal trigger of DT 

in SMEs is their organizational rigidity when attempt-

ing to adopt digital technologies (e.g., Chan et al., 2019). 

SMEs have cultivated established processes, structures, 

and practices to enhance their effectiveness and effi-

ciency in their traditional niche markets (Eller et 

al., 2020), resulting in considerable resistance to digital 
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integration efforts from employees (Weigel et al., 2020). 

This resistance stems partly from their inclination to 

maintain comfort within their established domains 

(Chasin et al., 2022). Consequently, organizational ri-

gidity catalyzes SME’ management to implement DT 

initiatives to mitigate entrenched practices and embrace 

digital technologies (Chan et al., 2019). 

Another internal trigger of DT is the perceived stra-

tegic potential of digital technologies to facilitate mar-

ket exploration and the exploitation of traditional prod-

ucts (Skare et al., 2023). Constrained by limited re-

sources, SMEs often grapple with concurrently driving 

exploration and exploitation efforts, leading many to 

adopt a strategy emphasizing product exploitation cou-

pled with limited market exploration (Solís-Molina et 

al., 2018). Consequently, using digital technologies fa-

cilitates the exploitation of traditional products, such as 

complementary products and services, motivating 

SMEs to initiate DT endeavors (Cenamor et al., 2019). 

Moreover, the potential of digital platforms or online 

storefronts to facilitate market exploration further cata-

lyzes DT initiatives within SMEs (Chan et al., 2019). 

On the other hand, external triggers describe 

events that occur outside the organizations but also in-

stigate DT within SMEs. One significant external trig-

ger is the changing competitive landscape spurred by 

digital technologies (Kraft et al., 2022). While estab-

lished SMEs traditionally operate within niche markets, 

the advent of platforms and social media has extended 

the competitive landscape, internationalizing niche mar-

kets and introducing new dynamics characterized by in-

creased competition and expanded opportunities for 

competitors to penetrate established niches (Matarazzo 

et al., 2021). Consequently, the increasing scale and 

complexity of the competitive landscape prompt SMEs 

to embark on DT initiatives to navigate evolving market 

conditions effectively (Hönigsberg & Dinter, 2019). 

Another external trigger we identified is changing 

customer expectations due to the dynamic nature of dig-

ital technologies (Hönigsberg & Dinter, 2019). Digital 

technologies change market conditions, making cus-

tomer expectations more dynamic. These dynamics 

make SMEs more eager to leverage digital technologies 

and develop a customer-centric view (Del Giudice et al., 

2021). Therefore, to evaluate the competition and use 

this to position themselves optimally in the market, so-

cial media and digital platforms play a major role in 

gaining a better data-based understanding of the cus-

tomer (Matarazzo et al., 2021). 

4.2. Transformation management – enabling 

organization-wide change 

Within SMEs’ transformation management, they 

assign necessary DT responsibilities to organizational 

roles and change the value creation structure to create 

differential value. 

The first organizational role constituting DT re-

sponsibilities is the owner, responsible for driving DT 

initiatives (Chasin et al., 2022). Although not a central 

figure within the operational execution, the owner 

wields substantial influence over the approval of DT en-

deavors in SMEs (Jafari-Sadeghi et al., 2023). The own-

ers’ expectation of strategic decisions determines 

whether necessary changes are implemented (Zahoor et 

al., 2023). Therefore, the alignment between the 

owner’s expectations and the decisions that are planned 

by the top management often determines the strategic 

trajectory of DT in SMEs (Chasin et al., 2022).  

The second organizational role is the top manage-

ment (team), another component of the organizational 

structure, influencing the DT through its leadership role 

(Syed et al., 2024). Responsible as the driving force be-

hind managing DT endeavors, the top management of-

ten acts as a technological translator for business pur-

poses and enablers of DT (Becker et al., 2018), ensuring 

the procurement and integration of technological and 

knowledge resources to establish a robust foundation for 

DT (Zahoor et al., 2023). Furthermore, the top manage-

ment team is responsible for cultivating an environment 

beneficial to innovation (Jafari-Sadeghi et al., 2023). 

While various top management positions in SMEs take 

on DT responsibilities, the CEO, due to his authority, 

and the chief digital officer (CDO), due to the digital 

know-how, are widespread roles of the top management 

team to drive DT in SMEs (Becker et al., 2018). 

Therefore, the owner and top management possess 

a standing for the success of DT. Especially in medium-

sized enterprises, they are the “sole pacesetters” (Chasin 

et al., 2022, p. 212) and have the “global power” 

(Becker et al., 2018, p. 4542) to drive organizational-

wide change. In small enterprises, their influence is even 

more pronounced due to their proximity to the opera-

tional business, making the DT efforts heavily depend-

ent on the character traits of an individual owner and top 

manager (Matarazzo et al., 2021). Therefore, existing 

studies present a variety of character traits that are es-

sential for the DT of small enterprises, such as a high 

educational degree (e.g., Nasiri et al., 2023). 

Despite the crucial roles of the owner and top man-

agement in shaping DT initiatives, the participation of 

the IT department is vital for a successful technical im-

plementation of the decisions that are made (Pelletier & 

Cloutier, 2019). Strengthening the IT department is cru-

cial for established SMEs to have the technical capabil-

ities to execute the planned DT endeavors (Hönigsberg 

& Dinter, 2019). IT’s responsibility focuses primarily 

on creating the necessary infrastructure and integrating 

planned process change into the infrastructure (Deistler 

& Rentrop, 2022). 
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Employees also have an essential role to play in the 

implementation of DT. They are responsible for the 

company’s operational application of digital technolo-

gies (Nagahawatta et al., 2021). Due to their operational 

role, they possess invaluable insights into business pro-

cesses, allowing them to contribute to DT. Most SMEs 

are focused on specialized niche markets, so their em-

ployees are not exposed to various disciplines or do-

mains (Chan et al., 2019), resulting in a lack of abstrac-

tive and visionary thinking (Huber et al., 2020). There-

fore, attracting (Eller et al., 2020) or training (Asadullah 

et al., 2020) employees who can gather and filter differ-

ent information on digital technologies and leverage this 

for their traditional working routine is necessary for or-

ganization-wide change (Dehbokry & Chew, 2015; 

Rozak et al., 2023). 

Another role that constitutes responsibilities for DT 

is the external partner. SMEs’ lack of resources implies 

they cannot simply set up new digital units to plan and 

implement the necessary changes (Prügl & Spitzley, 

2021). Some SMEs cooperate with other SMEs or larger 

organizations to develop new value-creation structures 

(Fabian et al., 2023). This value co-creation focuses on 

cooperation mechanisms between the SME and external 

partners, so we differentiate it from the pure value crea-

tion structure. By collaborating in co-creation networks, 

SMEs can unleash new resources and network effects, 

reducing SMEs’ necessary resources to realize change 

(Gierlich-Joas et al., 2019). To successfully collaborate 

with other market participants, each SME requires co-

creation practices, including necessary organizational 

structures, which results in changes in their value crea-

tion structure (Matarazzo et al., 2021). To initiate and 

realize the necessary change, especially small enter-

prises work on a few small projects without an overarch-

ing “meta-perspective” (Eller et al., 2020; Nokkala et 

al., 2021). These individual digital projects execute the 

defined changes within the organization (Gierlich-Joas 

et al., 2019). However, the earlier described planned 

changes in market offerings and processes can bring 

a high complexity, implying difficulties without an 

overarching plan. They can hardly develop synergies if 

developed entirely independently (Fabian et al., 2023). 

In addition to assigning DT responsibilities to the 

organizational roles, SMEs change the value creation 

structure, including the market offerings – products, 

services, and business models – and their supportive 

business processes to create differential value. Chang-

ing the market offerings includes altering products, ser-

vices, and business models (e.g., Becker et al., 2018; 

Fabian et al., 2023; Xie et al., 2022). SMEs use digital 

technologies to develop complementary products and 

services, build on the core product’s strengths, and fas-

ten themselves in the niche market (Reil et al., 2020). 

Therefore, to capitalize on the stability of their core 

business practices (Ates & Acur, 2022), most SMEs al-

locate their resources to traditional products and ser-

vices. This focus on established offerings hinders the 

implementation of radical changes in products and ser-

vices (Matarazzo et al., 2021). We found only one paper 

(Chasin et al., 2022) describing how an SME uses digital 

technologies to change their market offerings radically. 

The case company leveraged its traditional engineering 

capabilities to develop a digital product, including a new 

business model. 

Regarding business processes, most SMEs are tak-

ing a more radical approach by using digital technolo-

gies to fundamentally transform their processes (Ates & 

Acur, 2022). This ranges from using ERP systems to us-

ing AI to achieve more efficient process structures (Reil 

et al., 2020). In contrast to market offerings, the high 

willingness to focus on changing business processes is 

due to digital processes increasing the success of their 

traditional market offering (Hiller et al., 2020). There-

fore, using digital technologies to alter business pro-

cesses makes a case for SMEs that pays off. Most SMEs 

aim to dominate their traditional niche market more and 

more, and efficient digital processes directly contribute 

to this (Solís-Molina et al., 2018). In addition, investing 

in digital technologies for processes includes a lower 

risk, as process changes can be linked to an expected 

return on investment (Gierlich-Joas et al., 2019) and are 

more likely to be successful than developing new, un-

known digital products (Fabian et al., 2023). 

4.3. Outcomes – results of digital transfor-

mation 

The literature underscores the significant benefits 

that SMEs experience when conducting DT despite it 

being an ongoing process without a definitive endpoint 

(Chasin et al., 2022). DT yields valuable outcomes for 

SMEs, with changes primarily impacting financial 

growth, efficiency gains, and strategic repositioning 

within the market. 

DT enables SMEs to enhance their market reach 

and reputation through digital platforms, fostering fi-

nancial growth. By leveraging digital technologies to 

boost sales and revenue, small enterprises focus on 

reaching a broader customer base and developing 

stronger brand identities (Asadullah et al., 2020). There-

fore, adopting digital technologies can increase top-line 

growth (Skare et al., 2023). However, venturing into 

new digital markets may entail increased administrative 

efforts and associated costs, such as those related to 

marketing, logistics, and customer support. 

DT can significantly improve process time and re-

source utilization in business processes, leading to effi-

ciency gains (Sandkuhl & Seigerroth, 2021). Improve-

ments in process efficiency, such as error reduction and 
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enhanced communication facilitated by intelligent link-

ing, contribute to increased productivity (Hwang & 

Kim, 2022). For instance, advancements in DT enable 

functionalities like remote or predictive maintenance, 

allowing SMEs to address issues and minimize down-

time proactively (Chasin et al., 2022). Moreover, em-

bedding digital technologies and organizational change 

empowers SMEs to optimize resource allocation, im-

prove supply chain management, and enhance decision-

making processes, contributing to greater operational 

efficiency (Reil et al., 2020).  

DT impacts not only individual aspects of the or-

ganization but also its strategic repositioning within 

the market. Medium-sized enterprises can assume new 

value-adding roles within their industries by making 

strategic transformation decisions. For example, SMEs 

may transition from product providers to information 

providers, reshaping their market positioning (Chasin et 

al., 2022). By harnessing data analytics, AI, and other 

digital tools, SMEs can gain insights into customer pref-

erences, market trends, and competitor behavior. This 

enables them to develop innovative products, services, 

and business models that meet evolving market de-

mands (Chasin et al., 2022). 

5. Discussion and avenues for future re-

search 

To answer our research question and contribute to 

the contextualization of DT, we discuss the idiosyncra-

sies of SMEs’ DT. Based on this, we will derive avenues 

for future research and propose selected research ques-

tions (Table 2).  

Our literature review reveals that internal and exter-

nal triggers initiate DT in SMEs (Section 4.1). Internal 

triggers originate within the organization and arise from 

internal needs. In contrast, external triggers stem from 

events or shifts in SMEs’ external environment, such as 

changes in the competitive landscape. Our findings thus 

strengthen previous research on the trigger perspective 

(Berente & Seidel, 2022), an established research strand 

on how DT initiates. However, the trigger perspective 

only considers an organization’s reaction to specific 

events. Based on our literature review, the proactive in-

trinsic perspective is missing in the context of estab-

lished SMEs. The absence of intrinsic triggers indicates 

that, although established SMEs are often seen as inno-

vation leaders in their traditional niche markets, this be-

havior does not appear to extend to the use of digital 

technologies. However, we know from large companies 

that this proactive intrinsic initiation of DT is the pre-

dominant behavior for innovative leadership. However, 

it is unclear why established SMEs do not proactively 

initiate DT. Research has not yet addressed this topic, so 

we ask the following question: Under what circum-

stances do SMEs proactively initiate DT? 

Another notable aspect when examining the trig-

gers of SMEs’ DT is that they are driven primarily by 

challenges within their traditional business activities. 

Established SMEs use digital technologies mainly to 

solve existing problems and improve efficiency in their 

current operations rather than to explore new digital op-

portunities. For established SMEs, it is usually only the 

need for a specific business solution that provides the 

impetus for DT (“business pull”). While large compa-

nies also initiate from the business side, they are addi-

tionally motivated by the availability of new digital 

technologies (“technology push”). While we know a lot 

about how SMEs use digital technologies to enhance 

their existing business, there is little understanding of 

what it takes for SMEs to explore their opportunities. 

This raises the question: How does the potential of dig-

ital technologies influence SMEs when initiating DT? 

To realize organization-wide change, we found that 

established SMEs define DT responsibilities and assign 

them to the corresponding organizational roles (Sec-

tion 4.2) across their hierarchical levels. The top man-

agement initiates DT endeavors, while the owner(s) ap-

prove or reject them. The IT department’s digital 

knowledge makes them responsible for implementing 

DT initiatives, and employees are responsible for ade-

quately applying them. There are two ways to imple-

ment DT responsibilities via organizational roles. New 

digital roles are created, or existing roles are assigned 

new DT responsibilities. In the first case, tensions can 

arise between the new and established roles. This ap-

plies, in particular, to high hierarchical levels. Looking 

at the relationship between owners and new top manage-

ment roles in established medium-sized enterprises, ten-

sions can arise from their responsibilities’ interplay. 

New DT roles, such as the CDO, must drive DT strate-

gically and operationally and align it with the owner’s 

expectations. As the strategic involvement of the owner 

is unique to medium-sized enterprises, their tensions 

with the new roles of top management are a unique fea-

ture of DT in the context of medium enterprises. How-

ever, current literature does not cover this subject, so we 

pose the following research question: How do agency 

relationships between owner and top management affect 

the DT in SMEs? The second possibility of assigning DT 

responsibilities to established roles indicates the diffi-

culties of integrating new responsibilities into the exist-

ing ones. These challenges are particularly relevant for 

SMEs, as the existing roles are often broader and more 

interlinked than in larger companies, where specialized 

roles are more common. Since Kessel and Graf-Vlachy 

(2021) have already defined research questions for top 

management teams in DT, verifying their hypothesis in 

the context of SMEs could provide fascinating insights. 
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Therefore, we pose the following question: How do tra-

ditional roles integrate DT responsibilities into their 

field of activity? 

 Furthermore, our literature review indicates that 

SMEs use digital technologies to change their value cre-

ation structures (Section 4.2). Changes in the value cre-

ation structure occur on two levels: process and market 

offerings. At the process level, established SMEs mod-

ify their process structures by automating and optimiz-

ing traditional activities using digital technologies. At 

the market offerings level, changes are introduced 

through digital products, services, and business models, 

which we categorized into two types. Firstly, comple-

mentary digital products are designed to support the tra-

ditional business model. Secondly, stand-alone digital 

products require existing skills within the company to 

develop. A detailed comparison of the possible changes 

in processes and market offerings reveals that estab-

lished SMEs implement changes in the value creation 

structure when digital technologies are compatible with 

traditional products, which is the case for digital process 

innovation and complementary digital products. Addi-

tionally, SMEs change when the resulting digital prod-

uct aligns with the traditional business model. Digital 

process innovations achieve compatibility by enhancing 

traditional business operations, creating compatibility 

by being a part of the product and services (Section 4.2). 

Complementary digital products (services) are compat-

ible due to their supplementary functions for their tradi-

tional product (services). Stand-alone digital products 

are compatible due to the necessary capabilities required 

for their development. Established SMEs utilize the 

same capabilities to develop both digital and traditional 

products. Digital products that lack compatibility with 

traditional products on functional or capability levels do 

not appear to be developed or realized. Larger compa-

nies, on the other hand, have the necessary resources to 

implement digital innovations alongside their existing 

business. Digital innovation units have emerged as an 

independent research field that deals with innovation 

structures, particularly in large companies (Barthel et 

al., 2020). We see the necessary compatibility between 

digital innovation and the traditional value creation 

structure as an idiosyncratic characteristic of DT in es-

tablished SMEs.  It appears necessary for digital inno-

vation to happen and limits SMEs’ digital innovation ca-

pacity. However, the literature does not elaborate on 

how SMEs systematically create compatibility between 

digital technologies and traditional products and how it 

affects their innovation capacity. Therefore, we propose 

the following research question: How do SMEs navigate 

the tensions between radical digital innovation and 

compatibility with traditional business models? 

Regarding the outcomes of conducting DT in 

SMEs, our literature review indicates that SMEs primar-

ily focus on financial growth and efficiency gains for 

their traditional business (Section 4.3). This is based on 

the changes in the value creation structure and organiza-

tional responsibilities, which focus on improving me-

dium-sized enterprises’ traditional business. Unlike 

large companies, SMEs cannot seize and compete in dis-

tant markets due to the scarcity of resources. Therefore, 

one paper elaborated on the strategic repositioning of 

SMEs through DT. Especially established medium-

sized enterprises have to use DT in such a way that they 

have more impact in the existing niche market by chang-

ing their value-adding role in their markets. However, 

we do not know how they can reach it. Therefore, we 

propose the following research questions: What factors 

influence SMEs’ decision-making regarding strategic 

repositioning? Are links between DT and strategic re-

positioning causal in the context of SMEs? Understand-

ing these factors is essential to guide SMEs in leverag-

ing DT for broader strategic objectives beyond immedi-

ate business growth and efficiency. 

Based on our findings and the identified dimen-

sions, we miss digital strategy concepts as an overarch-

ing topic in the academic discussion. In the previous 

sections, we highlighted the diversity of literature on al-

tering SMEs’ organizational responsibilities and value 

creation structure. We found that they can transform 

digitally in various ways. However, it becomes evident 

that medium-sized enterprises have difficulties system-

atically managing this. Many papers ignore systematic 

Table 2. Research avenues and selected research questions. 

Avenue Selected research questions Affected SME type 

Triggers 
• Under what circumstances do SMEs proactively initiate DT? established SMEs  

• How does the potential of digital technologies influence SMEs when initiating DT ? established SMEs  

Transfor-

mation 

manage-

ment 

• How do agency relationships between owner and top management affect the DT in 

SMEs? 

especially medium-

sized enterprises 

• How do traditional roles integrate DT responsibilities into their field of activity?  established SMEs  

• How do SMEs navigate the tensions between radical digital innovation and compatibil-

ity with traditional business models ? 
established SMEs  

Outcomes 
• What factors influence SMEs’ decision-making regarding strategic repositioning? especially medium-

sized enterprises • Are links between DT and strategic repositioning causal in the context of SMEs? 

Overarch-

ing topic 

• What questions must a digital transformation strategy answer for SMEs? especially medium-

sized enterprises • How do SMEs formulate a digital transformation strategy? 
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management and emphasize the importance of tradi-

tional organizational elements, such as top management 

(Li et al., 2018). Although we agree with the importance 

of the top management’s single pacesetting function for 

coordinating DT endeavors, especially in medium-sized 

enterprises, we see a gap in the literature on the strategic 

perspective of this issue. Originally, strategic manage-

ment and strategic DT research were research branches 

that enabled the top management to manage systemati-

cally, but this point is ignored in the analyzed literature. 

From our point of view, there is a lack of research on 

strategic DT that enables medium-sized enterprises to 

systematically plan, coordinate, and implement the nec-

essary DT initiatives. This is all the more surprising 

given that Becker and Schmid (2020) have already 

found that medium-sized enterprises are predestined for 

digital strategy development. They emphasize that they 

need to take a different approach to strategic DT. There-

fore, we assume that this area of research has been omit-

ted to date as it was not clear that the distinct context 

requires a detailed investigation of the DT strategy of 

medium-sized enterprises. Therefore, we pose the fol-

lowing questions for future research on the digital strat-

egy content and strategizing process: What questions 

must a digital transformation strategy answer for 

SMEs? (strategy content) How do SMEs formulate a 

digital transformation strategy? (strategy process). 

6. Contribution 

In summary, our research elaborates on what con-

stitutes DT in SMEs, highlighting the idiosyncrasies of 

DT in the context of SMEs. In doing so, we make con-

tributions in three research areas. 

First, we contribute to the contextualization of DT 

concerning firm size. Within established dimensions of 

DT, we identified the idiosyncrasies of DT in specific 

SME types. Particularly noteworthy are the limitations 

of change imposed by reactive triggers on SMEs’ DT 

efforts, the tensions between owners and new DT top 

management roles in medium-sized enterprises, and the 

impact of SMEs’ traditional business on digital innova-

tions. Thus, we agree with and support the assumption 

that SMEs’ DT plays out differently than that of their 

larger counterparts. We add to the literature by describ-

ing the distinct aspects of SMEs’ DT and their out-

comes. We also contextualize the area of trigger per-

spective for SMEs. We verify previous research find-

ings for the SME context but also highlight the absence 

of a proactive attitude of SMEs towards initiating DT. 

Second, we contribute to future research on DT in 

SMEs by identifying gaps in the current literature and 

proposing specific research questions (Table 2) to better 

understand how DT unfolds within SMEs. 

Third, we contribute to SME research by highlight-

ing that transformation endeavors of SMEs’ value crea-

tion structure often only occur when it strengthens or is 

compatible with the traditional product, making it nec-

essary for SMEs’ organizational change. 

Furthermore, our article assists managers seeking to 

understand the distinct nature of DT in SMEs and tailor-

ing their approach to a more context-specific one. Our 

findings equip managers with a deeper understanding of 

their pivotal role in the DT of SMEs, emphasizing the 

importance of their involvement. Additionally, we ex-

plore the influence of traditional business practices on 

DT in SMEs and identify the critical factors that SME 

managers must address to manage DT. 
In conclusion, we underscore the uniqueness of the 

SME context for DT and encourage researchers to ex-

plore our research question or even refute potential im-

plications through in-depth analysis. 
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