
International Business & Economics Studies
ISSN 2640-9852 (Print) ISSN 2640-9860 (Online)

Vol. 6, No. 4, 2024
www.scholink.org/ojs/index.php/ibes

149

Original Paper

Research on the Impact of Business Model Innovation on Firm

Performance under the Background of Digital Transformation
Yanjie Zheng1

1 Fuzhou University of International Studies and Trade, Fuzhou 350202, Fujian, China

Received: June 03, 2024 Accepted: July 11, 2024 Online Published: July 31, 2024

doi:10.22158/ibes.v6n4p148 URL: http://dx.doi.org/10.22158/ibes.v6n4p148

Abstract

In today's rapidly changing market environment, digital transformation has become an important

driving force for business survival and development. With the continuous progress of technology,

enterprises are facing the pressure of transformation, but also ushered in the opportunity of business

model innovation. Through literature review, case studies and empirical research, this paper will

analyze the innovative business models adopted by enterprises in implementing digital transformation,

and explore how these models affect various dimensions of enterprise performance. It is found that

business model innovation not only improves the operational efficiency of enterprises, but also

improves the customer experience, thus significantly improving the market competitiveness of

enterprises. Finally, this paper puts forward some suggestions for enterprises to implement business

model innovation in the process of digital transformation, in order to provide reference for practice.
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1. Introduction

1.1 Research Background

With the rapid development of information technology, digital transformation has become an important

trend in the development of global enterprises. Digital transformation involves not only the application

of technology, but also profound changes in corporate culture, organizational structure and business

processes. In this context, the traditional business model is facing great challenges, and enterprises

need to adjust in time to adapt to the new market environment. At the same time, digital transformation

also provides new opportunities for enterprises to enhance their competitiveness through innovative

business models. This paper will deeply explore the relationship between digital transformation and
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business model innovation, and provide theoretical support and practical guidance for enterprises in the

transformation process.

1.2 Research Purpose and Significance

The main purpose of this study is to explore the impact of business model innovation on firm

performance in the context of digital transformation. Through the analysis of success and failure cases,

the key factors affecting enterprise performance are found out, which provides an empirical basis for

enterprises to implement business model innovation in the process of digital transformation. The

significance of the research is to provide effective strategic suggestions for enterprises to help them

better adapt to market changes and improve competitiveness. At the same time, the research results also

provide a valuable reference for the academic community to promote further research in the field of

business model innovation and digital transformation.

1.3 Research Methods and Structure

This paper adopts the research methods of literature review, case analysis and empirical research. First

of all, by combing relevant literature, we understand the theoretical basis of digital transformation and

business model innovation. Secondly, several successful digital transformation enterprises are selected

as cases to deeply analyze their practical experience in business model innovation. Finally, data is

collected through questionnaire survey and statistical analysis is carried out to verify the impact of

business model innovation on enterprise performance. The structure of this paper includes introduction,

literature review, analysis of digital transformation and business model innovation, research on the

impact of business model innovation on enterprise performance, conclusions and suggestions.

2. Literature Review

2.1 Relevant Theories of Digital Transformation

Digital transformation refers to the process by which companies use digital technologies to reshape

business processes, corporate culture and customer relationships to become more competitive and

efficient. In recent years, many scholars have conducted in-depth research on digital transformation and

put forward a variety of theoretical frameworks. For example, some studies emphasize

technology-driven digital transformation, while others focus on cultural and organizational changes.

The core of digital transformation is customer-centric, enhancing customer experience and satisfaction

through data analysis and intelligent means. At the same time, digital transformation also enables

enterprises to accelerate decision-making speed and flexibility, enabling them to quickly adapt to

market changes. This paper will systematically review these theories and lay the foundation for the

subsequent chapters.

2.2 Relevant Theories of Business Model Innovation

Business model innovation is the process by which companies adapt to market changes and customer

needs by redesigning the way they create, deliver, and capture value. The theories about business model

innovation in the literature mainly focus on its components, types and driving factors. Some scholars
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divide business model innovation into technology-driven, market-driven and management-driven.

Different types of innovation have different impacts on companies. Through the in-depth understanding

of business model innovation, enterprises can better formulate corresponding transformation strategies

and enhance market competitiveness. This paper will sort out these theories to analyze their application

in the context of digital transformation.

2.3 Evaluation Indicators of Enterprise Performance

The evaluation of business performance is a complex process, involving the comprehensive

consideration of financial and non-financial indicators. Traditional performance evaluation indicators

mainly include sales revenue, profit margin, market share, etc. After digital transformation, the

evaluation of enterprise performance also needs to consider new indicators such as customer

satisfaction, innovation ability and operational efficiency. For example, digital transformation enables

businesses to monitor customer feedback in real time, enabling them to adjust strategies to improve

customer satisfaction. This paper will discuss how to provide comprehensive performance evaluation

for enterprises in the context of digital transformation by comprehensively applying multiple

performance evaluation indicators.

3. Digital Transformation and Business Model Innovation

3.1 The Promotion of Digital Transformation to Business Model

Digital transformation is not only the application of technology, but also the fundamental change of

enterprise strategy and operation mode. In this process, enterprises are able to take advantage of digital

technologies such as big data analytics, artificial intelligence, cloud computing, etc., to re-examine and

design their business models. These technologies allow companies to capture market dynamics in real

time, analyze customer needs, and respond flexibly to market changes. For example, a traditional retail

enterprise identifies customers' purchasing habits and preferences through big data analysis, thus

achieving precision marketing and improving customer experience. In addition, digital transformation

also promotes the optimization of internal processes. Through automation and intelligence, companies

can reduce operating costs and improve efficiency. In conclusion, digital transformation is an important

driver of business model innovation, and companies should take full advantage of this opportunity to

reshape their business models to adapt to the rapidly changing market environment.

3.2 Case Analysis of Business Model Innovation

In order to better understand business model innovation in the context of digital transformation, this

article will analyze several examples of enterprises that have successfully implemented innovation.

Case 1: Alibaba

Through digital transformation, Alibaba has successfully transformed the traditional business model

into a comprehensive platform economy model. Alibaba is more than just an e-commerce platform, it

has reshaped the business model of the entire retail industry through cloud computing, big data and

artificial intelligence technology. Alibaba's "New retail" strategy emphasizes the integration of online
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and offline, using data-driven decision making to enhance the customer experience. Through

cooperation with offline retailers, Alibaba not only improves its own logistics efficiency, but also

provides digital transformation support for traditional retailers. The innovation of its business model

has not only enabled Alibaba to expand its market share, but also significantly improved its corporate

performance.

Case 2: Netflix

Netflix's business model innovation is another successful example. Originally a DVD rental service,

Netflix quickly transformed itself into an online streaming platform as digital transformation

progressed. Through data analysis, Netflix can accurately recommend content that users are interested

in, thereby improving user engagement. Netflix has also used its strategy of making its own content to

further enhance its market competitiveness. Through continuous business model innovation, Netflix has

not only succeeded in attracting a large number of users, but also achieved sustained revenue growth.

These examples demonstrate how digital transformation can drive innovation in business models and

ultimately improve business performance. When implementing digital transformation, enterprises

should draw on these successful experiences to develop business models suitable for their own

development.

4. The Impact of Business Model Innovation on Firm Performance

4.1 Theoretical Model Construction

By constructing a theoretical model, this study explores the impact path of business model innovation

on firm performance. The model aims to reveal how business model innovation affects the financial

and non-financial performance indicators of enterprises through various mechanisms, so as to provide

theoretical basis for enterprises in the process of digital transformation.

First, the core elements of the model include the driving factors of business model innovation, the

specific forms of innovation and the final performance evaluation indicators. The driving factors of

business model innovation mainly include external environment and internal capability. External

environmental factors include changes in market demand, technological progress, competitive pressure

and policies and regulations. For example, rapidly changing consumer preferences prompt companies

to constantly adapt their business models to meet customer needs. At the same time, the progress of

technology, especially the application of digital technology, provides enterprises with the possibility of

new business model innovation.

Secondly, internal capability factors include resource allocation, organizational culture and

management level of the enterprise. The resource allocation of an enterprise determines its ability to

invest in the innovation process, while organizational culture influences the creation of innovation

atmosphere. The level of management is directly related to the implementation effect of business model

innovation. Therefore, enterprises must fully consider the construction of these internal capabilities

when carrying out digital transformation.
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The specific forms of business model innovation can be divided into product innovation, service

innovation and process innovation. Product innovation refers to the development of new products or

the improvement of existing products to meet the market demand; Service innovation is to enhance

customer experience by providing new service methods or improving service quality; Process

innovation focuses on optimizing internal operational processes to improve efficiency and reduce costs.

Different forms of business model innovation also have different impacts on enterprise performance,

and enterprises should choose appropriate innovation strategies according to their own conditions.

Finally, the evaluation indicators of enterprise performance include financial performance and

non-financial performance. Financial performance is typically evaluated by traditional metrics such as

sales revenue, margins and market share, while non-financial performance focuses on customer

satisfaction, brand recognition and employee satisfaction. These indicators can comprehensively reflect

the achievements and shortcomings of enterprises in the process of business model innovation.

4.2 Empirical Research

In the empirical research part, this paper adopts the questionnaire survey to collect relevant data of

business model innovation implemented by several enterprises in the process of digital transformation.

The questionnaire design includes the basic information of the enterprise, the implementation of digital

transformation, the specific practice of business model innovation and the evaluation indicators of

enterprise performance. Through statistical analysis of the data, the relationship between business

model innovation and enterprise performance is verified.

The questionnaire is mainly distributed to representative enterprises in various industries, including

manufacturing, retail and service industries. Through the comparative analysis of different enterprises,

the purpose is to reveal the difference of industry characteristics on business model innovation and

performance. After data collection, statistical software such as SPSS was used to analyze the

questionnaire data, and methods such as regression analysis and variance analysis were applied to

explore the relationship between business model innovation and enterprise performance.

The results show that business model innovation plays an important role in improving operational

efficiency and enhancing customer experience, thus significantly promoting the improvement of

enterprise performance. Specifically, product innovation has a significant effect on sales revenue,

service innovation has a positive impact on customer satisfaction and loyalty, and process innovation

helps to reduce operating costs and improve corporate profitability.

Through in-depth analysis of the data, this paper also finds that different types of business model

innovation have different degrees of impact on firm performance. For example, in the fast-moving

consumer goods industry, product innovation has a greater impact, while in the service industry, the

improvement of customer experience brought by service innovation is particularly important. This

finding emphasizes that enterprises need to combine their own industry characteristics and market

environment to formulate corresponding strategies when carrying out business model innovation.
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In addition, the research also found that the internal capability of the firm plays an important role in

regulating the relationship between business model innovation and firm performance. Enterprises with

strong resource allocation ability and good organizational culture can achieve more significant

performance improvement when implementing business model innovation. Therefore, when

undertaking digital transformation, enterprises should pay attention to the construction of internal

capabilities to ensure that they can effectively support the implementation of business model

innovation.

4.3 Case Analysis

In order to further verify the above theoretical model and empirical research results, this paper selects

several representative enterprises as case studies, including Alibaba, Netflix, and a well-known

manufacturing enterprise.

Through digital transformation, Alibaba has successfully transformed the traditional business model

into a comprehensive platform economy model. Alibaba is not only an e-commerce platform, it has

reshaped the business model of the entire retail industry through cloud computing, big data and

artificial intelligence technology. Through cooperation with offline retailers, Alibaba not only improves

its own logistics efficiency, but also provides digital transformation support for traditional retailers. The

innovation of its business model has not only enabled Alibaba to expand its market share, but also

significantly improved its corporate performance.

Netflix's business model innovation is another successful example. Originally a DVD rental service,

Netflix quickly transformed itself into an online streaming platform as digital transformation

progressed. Through data analysis, Netflix can accurately recommend content that users are interested

in, thereby improving user engagement. Netflix has also used its strategy of making its own content to

further enhance its market competitiveness. Through continuous business model innovation, Netflix has

not only succeeded in attracting a large number of users, but also achieved sustained revenue growth.

Finally, a well-known manufacturing enterprise successfully realized the optimization of production

processes and the improvement of product quality through the implementation of intelligent

manufacturing and digital transformation. The company has improved production efficiency and

quality by introducing iot technology to enable real-time monitoring and data analysis of production

equipment. Through process innovation, the company not only reduced production costs, but also

improved customer satisfaction, and ultimately achieved significant growth in performance.

These examples demonstrate the importance of business model innovation in the digital transformation

process and its profound impact on enterprise performance. In the implementation of digital

transformation, enterprises should actively explore the innovation of business models to improve their

market competitiveness and performance level.

4.4 Summary

This chapter deeply discusses the impact of business model innovation on firm performance through

the construction of theoretical model and empirical research. Research shows that business model
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innovation in the context of digital transformation can not only improve the operational efficiency of

enterprises, but also significantly improve customer experience, thus promoting the improvement of

enterprise performance. Through the analysis of the case, the close relationship between business

model innovation and enterprise performance is further verified. When implementing digital

transformation, enterprises should combine their own industry characteristics and market environment,

flexibly adjust innovation strategies to achieve sustainable performance growth.

5. Conclusion

5.1 Main Research Findings

This study aims to explore the impact of business model innovation on firm performance in the context

of digital transformation. Through the review of relevant literature, case analysis and empirical research,

this paper draws some important conclusions.

First, digital transformation provides a powerful driving force for business model innovation. In a

rapidly changing market environment, enterprises can not only optimize internal processes through the

application of digital technologies (such as big data, artificial intelligence, cloud computing, etc.), but

also reshape the customer experience, thus driving business model innovation. Research shows that

business model innovation implemented by enterprises in the process of digital transformation can

significantly improve their market responsiveness and competitive advantage.

Secondly, different types of business model innovation have different degrees of impact on firm

performance. Through empirical research, we find that product innovation usually brings direct

financial benefits, while service innovation can improve customer satisfaction and loyalty. Specifically,

product innovation can directly increase sales and market share by introducing new products or

improving existing products. Service innovation enhances customer loyalty and brand awareness by

improving customer experience and enhancing customer interaction and engagement. This finding

suggests that enterprises should consider their own resources and market environment comprehensively

and choose the appropriate type of innovation when innovating business models.

Finally, business model innovation not only affects the financial performance of enterprises, but also

has a positive impact on non-financial performance. The results show that after the implementation of

business model innovation, customer satisfaction and brand recognition have significantly improved.

This shows that business model innovation plays an important role in enhancing customer experience

and enhancing brand competitiveness. Enterprises should focus on the improvement of non-financial

performance, as this will further promote the growth of financial performance.

5.2 Suggestions for Enterprises

Based on the research findings, this paper puts forward the following suggestions for enterprises to

implement business model innovation in the process of digital transformation:

Establish a cross-departmental collaboration mechanism: Digital transformation requires

multi-departmental collaboration, and enterprises should break the information barriers between
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departments and promote data sharing and resource integration. Enterprises can set up

cross-departmental innovation teams, where employees from different departments participate in the

design and implementation of business model innovation. Such collaboration ensures that the voices of

all departments are heard, leading to innovative strategies that are more in line with market needs.

Leverage data analytics tools: Companies should take full advantage of big data and analytics tools to

gain insight into customer needs, market trends, and competitor dynamics. Through data analysis,

companies can identify potential market opportunities and adjust their business models in time to adapt

to changes. For example, companies can find customer pain points and needs through customer

behavior analysis, so as to design more attractive products or services.

Customer experience: Customer experience is the core of modern business competition, and enterprises

should put customer experience in the first place when carrying out business model innovation.

Enterprises can collect customers' opinions and suggestions through research and feedback mechanisms

to continuously optimize and improve products or services. In addition, enterprises should also

consider personalized services and customized products to enhance customer satisfaction and enhance

customer loyalty.

Establish an effective performance evaluation mechanism: When implementing business model

innovation, enterprises should establish a scientific performance evaluation mechanism and timely

feedback the effect of innovation. Performance reviews should not be limited to financial metrics, but

also include non-financial metrics such as customer satisfaction, employee engagement, and brand

influence. Through comprehensive performance evaluation, enterprises can find problems in time and

make corresponding adjustments and improvements.

Continue to invest in technology and talent: Digital transformation cannot be achieved without the

support of technology and talent, and enterprises should continue to invest in the research and

development and application of digital technologies, and cultivate talent with digital capabilities.

Enterprises can introduce the latest technologies and ideas through cooperation with universities or

research institutes; At the same time, attention should also be paid to the training of internal employees

to improve their digital literacy and innovation ability.

Pay attention to changes in the external environment: Enterprises should pay close attention to changes

in the external environment, including policies, market competition and consumer behavior, when

carrying out business model innovation. Enterprises should establish flexible response mechanisms to

quickly respond to potential challenges and opportunities. With a keen insight into the external

environment, companies can adjust their business models in time to maintain a competitive edge.

5.3 Outlook for Future Research

Although this study preliminarily explores the impact of digital transformation and business model

innovation on firm performance, there are still some limitations. Future research can be carried out in

the following areas:
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Expand the sample scope: The cases and data in this study may be limited to some specific industries or

regions, and future studies can expand the sample scope to cover more industries and regions to

improve the general applicability of the findings.

In-depth exploration of industry characteristics: Different industries may have significant differences in

digital transformation and business model innovation, and future research can conduct in-depth

analysis for specific industries to reveal the impact of industry characteristics on business model

innovation.

Long-term tracking research: Cross-sectional data is used in this study, and longitudinal research can be

conducted in the future. Through long-term tracking of enterprises in the process of digital

transformation, we can deeply understand the long-term impact of business model innovation on

enterprise performance.

Explore the influence of external factors: Future research can deeply explore the influence of external

environmental factors (such as policy changes, market competition, etc.) on enterprise business model

innovation. Understanding how these external factors affect a firm's innovation decisions will provide

valuable guidance for strategic development in complex environments.

Future trends in digital transformation: As technology continues to advance, the connotation and

extension of digital transformation continue to evolve. Future research can focus on the impact of

emerging technologies (such as blockchain, Internet of Things, etc.) on business model innovation to

provide forward-looking recommendations for the future development of enterprises.

To sum up, the impact of business model innovation on firm performance under the background of

digital transformation is a complex and important topic. Enterprises should fully recognize the

necessity of digital transformation and actively implement business model innovation to enhance

market competitiveness and corporate performance. At the same time, the academic community should

continue to study this field in depth to provide more comprehensive support for theory and practice.
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