
Association for Information Systems Association for Information Systems 

AIS Electronic Library (AISeL) AIS Electronic Library (AISeL) 

Wirtschaftsinformatik 2023 Proceedings Wirtschaftsinformatik 

10-9-2023 

Conflicting Identities during Digital Transformation Efforts of an Conflicting Identities during Digital Transformation Efforts of an 

Incumbent Automotive Firm Incumbent Automotive Firm 

Anna Keilbach 
Technische Universität München, Germany, anna.keilbach@tum.de 

Andreas Hein 
Technische Universität München, Germany, andreas.hein@tum.de 

Helmut Krcmar 
Technische Universität München, Germany, helmut.krcmar@tum.de 

Follow this and additional works at: https://aisel.aisnet.org/wi2023 

Recommended Citation Recommended Citation 
Keilbach, Anna; Hein, Andreas; and Krcmar, Helmut, "Conflicting Identities during Digital Transformation 
Efforts of an Incumbent Automotive Firm" (2023). Wirtschaftsinformatik 2023 Proceedings. 92. 
https://aisel.aisnet.org/wi2023/92 

This material is brought to you by the Wirtschaftsinformatik at AIS Electronic Library (AISeL). It has been accepted 
for inclusion in Wirtschaftsinformatik 2023 Proceedings by an authorized administrator of AIS Electronic Library 
(AISeL). For more information, please contact elibrary@aisnet.org. 

https://aisel.aisnet.org/
https://aisel.aisnet.org/wi2023
https://aisel.aisnet.org/wi
https://aisel.aisnet.org/wi2023?utm_source=aisel.aisnet.org%2Fwi2023%2F92&utm_medium=PDF&utm_campaign=PDFCoverPages
https://aisel.aisnet.org/wi2023/92?utm_source=aisel.aisnet.org%2Fwi2023%2F92&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:elibrary@aisnet.org%3E


18th International Conference on Wirtschaftsinformatik, 
September 2023, Paderborn, Germany 

Conflicting Identities During Digital Transformation 
Efforts of an Incumbent Automotive Firm 

Research Paper 

Anna Keilbach1, Andreas Hein1, Helmut Krcmar1 

1 Technical University of Munich, Department of Information Systems, Munich, Germany 
{anna.keilbach, andreas.hein, helmut.krcmar}@tum.de 

 

Abstract. Most manufacturing firms that undergo digital transformation fail to 
seize the expected benefits. A key reason is that those firms fail to extend their 
identity of operational excellence with a digital service provider identity, leading 
to tensions at the interface – the product. Although research has addressed indi-
vidual aspects of organizational identity, how organizational identity evolves in 
incumbent firms remains to be understood. In a case study with a leading auto-
motive manufacturer, we show how two conflicting identities lead to paradoxical 
tensions and how separating them through a spinoff shifts these tensions. This 
study provides initial results on conflicting organizational identities during digi-
tal transformation.  

Keywords: Digital Transformation, Organizational Identity, Paradoxical Ten-
sions 

1 Introduction 

Incumbent firms must implement digital technologies into their products and processes 
to meet customer expectations and keep pace with competitors (Tilson et al., 2010; Yoo 
et al., 2010). However, to seize digital technology for competitive advantage, firms 
must adapt their organizational identity (OI) as digital technologies intertwine with es-
tablished routines, procedures, and beliefs of critical constituents (Tripsas, 2009; 
Wessel et al., 2021). Especially incumbent manufacturers face a unique challenge dur-
ing digital transformation (DT) as they must integrate two identities (Svahn et al., 
2017): First, the identity of operational excellence to create complex physical products 
of high quality and, second, the identity of being a service provider that can enhance 
this product through digital services. 

However, integrating both identities of manufacturing excellence and digital service 
offerings is challenging and can lead to paradoxical tensions (Soh et al., 2019; Svahn 
et al., 2017; Wessel et al., 2021). Car manufacturers, for example, follow long product 
development cycles and freeze design before production (Svahn et al., 2017), leading 
to tensions with agile software development practices. This tension illustrates that hav-
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ing both OIs in parallel can lead to a state of bipolarity. To avoid DT-related OI ten-
sions, firms established spinoffs that separate OIs into two organizations. Thus, the op-
erational excellence manufacturer and the service provider do not have to respond di-
rectly to each other but can communicate through the interfaces of their respective firms 
(Santos & Eisenhardt, 2005). 

Extant research has investigated two aspects of OI: OI formation—the development 
of a new organization, and OI change—the transition from one OI giving away to an-
other OI. Scholars such as Gioia et al. (2013) have studied these aspects on a micro- 
and macro-level. However, DT differs from IT-enabled organizational transformation 
as it requires firms to develop a new OI (Wessel et al., 2021) by keeping their old (i.e., 
product manufacturer) and infusing it with a new (i.e., service provider). The different 
identities can lead to tensions between existing hierarchical structures and new struc-
tures required for DT (Dremel et al., 2017; Haskamp et al., 2022; Svahn et al., 2017). 
An identity shift can also lead to organizational resistance and inertia, ultimately failing 
DT initiatives (Haskamp et al., 2021; Tripsas, 2009; Vial, 2019). 

While the literature on OI and DT is separated, little research has focused on the 
intersection between these concepts, as recent calls for future research illustrate (e.g., 
Gioia et al., 2013; Riasanow et al., 2019; Wessel et al., 2021). Theory about how OI 
evolves during DT and how OI can cause paradoxical tensions leading to inertia is 
sparse. Thus, there needs to be more conceptual clarity on how organizations manage 
conflicting OIs in the process of DT, e.g., the discrepancy between existing and emerg-
ing OI (Gurbaxani & Dunkle, 2019; Keller et al., 2022). Therefore, the research ques-
tion of this paper is: How does the OI evolve in incumbent firms during DT? 

To approach the research question, we followed an in-depth case study (Yin, 2018) 
by interviewing 45 employees concerned by DT of an incumbent automotive firm and 
its corporate spinoff, which was established during our data collection from 2019 – 
2023. The automotive firm faces severe challenges on different organizational levels 
while undergoing DT efforts, thus, providing an appropriate case to examine how the 
DT and introduction of a digitized product (i.e., an autonomous driving car) led to a 
state of bipolarity reflected in the tensions of two conflicting OIs.  

This study is the first effort to shed light on the difficulties incumbent manufacturing 
firms face when attempting to extend their operational excellence identity by being a 
service provider during DT. We identified that paradoxical tensions occur due to the 
conflicting OIs, thus providing scholars with a better understanding and practitioners 
with guidance. We derived different types of paradoxical tensions rooted in OI through 
multiple rounds of coding Field (Gioia et al., 2012) and employing OI as a theoretical 
lens. Moreover, we provide new insights into the DT phenomenon and paradoxical ten-
sions. Last, our derived implications inform future research on this topic. 

2 Theoretical Foundation 

DT has sparked the interest of academics and practitioners over the last two decades 
(Kraus et al., 2021; Vial, 2019) by considering the data-driven impacts of technologies 



for strategic change (Warner & Wäger, 2019). Despite being closely related to IT-ena-
bled organizational transformation (ITOT), as both are technology-related phenomena, 
DT differs from ITOT: In ITOT, digital technology supports the value proposition and 
reinforces the existing OI, whereas in DT, digital technology redefines the value prop-
osition and lead to a new OI (Wessel et al., 2021). Due to the digital technology-induced 
changes' scale, scope, and speed, DT can be viewed as an evolutionary extension of 
ITOT (Vial, 2019). 

Further, DT puts forth digitized products that embed digital technologies in physical 
products and require extensive data collection while being designed, manufactured, and 
used (Porter & Heppelmann, 2014). Digitized products support value co-creation with 
customers and other stakeholders (e.g., through continuous feedback possibilities) and 
provide insights into data (e.g., data collection on usage) that can serve as input for new 
service offerings (Sandkuhl et al., 2019). The redefined value proposition triggers or-
ganizations to develop digital capabilities during DT. At the same time, incumbent 
manufacturers face challenges to software and digital service adaptation as this was 
previously outside their area of expertise. 

The concept of OI originates from Albert and Whetten (1985) but remains relevant 
in light of recent developments demanding organizational change (Gioia et al., 2013). 
OI is characterized as central, distinctive, and enduring and reflects organizational 
members’ perspective of “who we are as an organization” (Albert & Whetten, 1985; 
Gioia et al., 2013). Thus, OI is a “self-reflective” internal notion where multiple iden-
tities or interpretations may exist in different organizational units (Gioia et al., 2013). 
Additionally, OI is culturally profoundly rooted in the organization (Schultz, 1992), 
helping its members to give meaning to their collective history, practices, and experi-
ences and creating awareness for outsiders (Ravasi & Schultz, 2006). Gioia et al. (2013) 
point out that organizational members might perceive their OI as stable even though it 
is changing: “The labels are stable, but their meanings are malleable” (p. 126). 

Historically, it had been thought that organizations need a stable OI to function 
(Albert & Whetten, 1985). Later, identity instability was theorized to be beneficial in 
allowing organizations to adapt to changing environments (Gioia et al., 2000). Alt-
hough having positive effects, identity changes often result in tensions between mem-
bers with different views of the organization. In addition, the more deeply rooted the 
OI, the more resistance can be expected from organizational members (Gioia et al., 
2000). 

Organizations that undergo DT typically experience identity conflicts, “a concept 
involving multiple organizational identities vying for preeminence or privilege” 
(Corley & Gioia, 2004, p. 201). Previous research suggests that firms must relinquish 
the old identity to embrace the new one (Elsbach & Bhattacharya, 2001), which is im-
possible when still producing physical products that integrate digital services. To by-
pass these tensions, “keeping the existing and emerging OI separate from one another” 
(Keller et al., 2022, p. 43) through developing a spinoff might be an option. In this way, 
the operational excellence identity and the digital service identity can interact indirectly 
through the interfaces of their respective firms. However, whether an OI separation 
through a spinoff works or is just a problem shift remains to be understood. Further, 
research lacks how OI evolves in incumbent firms during DT and how those firms can 



deal with conflicting identities keeping their old OI (i.e., operational excellence) and 
infusing it with a new (i.e., service provider). 

3 Methodology 

Our study is motivated by a theoretical and phenomenon-focused problematization 
(Monteiro et al., 2022) of evolving OI that sheds light on conflicting identities and par-
adoxical tensions during DT. Thus, we conducted a case study (Yin, 2018) in one of 
the world's leading premium automobile manufacturers (hereafter AutoCorp) with a 
long history and profound expertise in automotive manufacturing processes. Since 
2010, AutoCorp adopted more and more digital technology to advance its product from 
electromechanical to autonomous vehicles. Therefore, AutoCorp first worked increas-
ingly with software suppliers and then hired software engineers that have been spun off 
through the foundation of its corporate software firm (hereafter SoftwareCorp) in 2019. 
However, AutoCorp’s DT efforts are not moving fast enough due to several sources of 
internal resistance, pointing to a fruitful phenomenon to study OI. Shaped by OI con-
flicts and internal tensions during DT, the case offers access to this significant phenom-
enon (Eisenhardt & Graebner, 2007).  

3.1 Sampling 

Between 2019 and 2023, we collected primary data through interviews and secondary 
data through on-site observations, meeting discussions, company presentations, ar-
chival data, and news articles at AutoCorp and SoftwareCorp. We conducted 45 inter-
views with employees that faced changes during the DT in different departments and 
hierarchical levels (Eisenhardt & Graebner, 2007). Additionally, our inclusion criteria 
were employees with points of contact to the vehicle and varying histories at the com-
pany. Some interviewees were employed by SoftwareCorp and previously worked at 
AutoCorp, which gave us a unique perspective. Once we got in touch with interviewees 
that met the sampling criteria, we arranged the time and venue of the interview.  

Table 1. Interviewees 

Number Interviewees Roles 
12 Project Manager UX/UI; strategy & innovation; standardiza-

tion; innovation; digital assistant; HR trans-
formation; autonomous driving; cross-sec-
tional coordination; digitization of work-
flows 

1 Technical Engineer Processes 
2 Scrum Master Pre-development 
4 Software Developer Simulation; pre-development 
5 Product Owner Process management; processes & methods 
2 Principal Corporate strategy 



6 Change Facilitation 
Manger 

Change management; communication 

2 Development Engineer Autonomous driving 
3 Strategic Coordinator Autonomous driving; agile coach 
8 Systems Engineer Systems engineering; processes, methods 

3.2 Data Collection 

We performed data collection and analysis following a rigorous procedure. A semi-
structured guideline (respectively for the interviews before and after the spinoff foun-
dation) provided an overall outline and improved reliability (Yin, 2018). After five in-
itial interviews, we adjusted the interview protocol to account for new insights. During 
the interviews, we asked interviewees to share their understanding of OI and their ex-
periences with the DT’s impact on different OI dimensions. Interviews typically had a 
duration of 45 minutes and were audio-recorded. We stopped when we reached satura-
tion, i.e., the improvements brought by additional interviews were considered marginal 
(Strauss & Corbin, 1990). Following those established methods helped us to increase 
the equivalency, credibility, and dependability of the results, which can be considered 
alternative terms to reliability and validity proposed in quantitative studies (Sinkovics 
et al., 2008). 

3.3 Data Analysis 

After transcribing all audio files, we analyzed the data in MAXQDA by following the 
process of open, axial, and selective coding (Glaser et al., 1968). Throughout this data 
analysis process, we investigated the evolving OI to explain inertia in DT processes. 
We started with an inductive approach by openly coding 1st-order concepts (Gioia et 
al., 2012) that constitute concepts close to the interview data. Next, we applied a de-
ductive approach by using the dimensions of OI as our theoretical lens since our objec-
tive was to identify the tensions of OI in the context of DT. Therefore, we operational-
ized OI based on established dimensions: key values, capabilities, practices, routines, 
structure, strategy, and culture (Gioia et al., 2013; Van Rekom & van Riel, 2000). Next, 
we conducted axial coding by seeking similarities and differences in the 1st-order con-
cepts deriving a more manageable number of similar concepts labeled as 2nd-order 
themes (Gioia et al., 2012) describing the OI challenges and tensions during DT. Last, 
we employed selective coding to distill the 2nd-order themes into 2nd-order aggregate 
dimensions that describe reasons for inertia in DT during two phases (before and after 
the spinoff creation). 

4 Results 

The results are structured according to two temporal phases: Phase 1 describes the 
evolution of OI within AutoCorp when the firm initiated the integration of digital 
technology within its vehicles. Phase 2 encompasses the foundation of the spinoff, 



which is responsible for AutoCorp’s software development. We investigated OI ten-
sions within AutoCorp, SoftCorp, and between the firms in this phase.  

4.1 Phase 1: Initiation of the Digital Transformation Journey, including the 
Integration of Digital Technology into the Vehicle 

Since 2010, AutoCorp has involved more and more digital technology in their vehicles, 
such as connectivity to music, Bluetooth interfaces, and an integrated navigation system 
with wireless internet access. To offer these digital functions and services, AutoCorp 
commissioned software development companies. However, integrating the delivered 
software packages as a black box proved difficult in the complex vehicle system, so 
software developers were hired in-house by AutoCorp. As explained in the following, 
this led to different tensions between the manufacturers and software engineers. 

Tensions due to the history and established organizational structure. Tradition-
ally, AutoCorp focuses on electromechanical vehicles instead of digitalization. For ex-
ample, employees still refer to themselves as ‘sheet metal benders’ and, thus, “never 
required a strong IT (mindset)” (Software Developer 4). The function-oriented organ-
izational structure of business units (management, technical development, finance, hu-
man resources, production, sales & marketing, and procurement & IT) and the mass 
production approach are still prominent. However, the embedded software connects 
physical components requiring new organizational structures and practices. Thus, 
functional silos must be broken up to allow cross-functional collaboration (Project 
Manager 2, Scrum Master 1, Principal 1). This starkly contrasts with AutoCorp’s his-
torical-grown identity following a strict hierarchical structure with clear responsibili-
ties. Due to the clash of the conflicting mindsets, the new identity has grown in isolation 
within the firm leading to direct tensions between manufacturers and software engi-
neers.  

Tensions due to different practices. While the senior management endorsed soft-
ware development within AutoCorp, the new departments’ practices had to comply 
with the corporate legacy practices. That is long product development cycles and freez-
ing design before production. As a result, software developers could not take full ad-
vantage of short, agile cycles. One reason is that most AutoCorp employees still em-
braced an engineering mindset that clashed with the digital world making it difficult for 
the incumbent car manufacturer to undergo DT (Agile Coach, IT Project Coordinator, 
PMT Manager 1, PMT Manager 2, Product Portfolio Manager, Quality Manager). An-
other challenge is the ambiguity between the values lived and communicated. Auto-
Corp’s management encourages its workforce to engage in new complex technologies. 
However, its actions rarely reflect courageous behavior, e.g., risks are seldom taken to 
allocate a budget for future digitally savvy projects (e.g., Project Manager 6, Project 
Manager 7).  

4.2 Phase 2: Expansion of Software Capabilities and Foundation of a Spinoff 

AutoCorp continued to invest in integrating software features and developing auto-
mated driving functions to keep up with the competition and meet customer demands. 



In doing so, AutoCorp experienced severe difficulties managing the digitized vehicle 
as an overall functioning system. Despite needing more digital competencies, the con-
flict between the ‘old’ product manufacturer and the ‘new’ service provider identity 
represented a barrier to the firm’s DT. Hence, in 2010, the parent company of AutoCorp 
decided to establish the corporate spinoff SoftCorp supporting all brands under the par-
ent company with software developed in-house and the establishment of a uniform soft-
ware platform. As a reaction to the previous direct OI conflicts, the identity of being a 
service provider was spun off into the newly formed SoftCorp as a central software 
unit. This was reflected in the distinction between the product components (hardware 
and software) and the organizational activities (mechanical engineering and software 
development) (e.g., Project Manager 2, Project Manager 6, Product Manager 2). Thus, 
the conflicting OIs became increasingly isolated and separated. 

Tensions due to history within AutoCorp. Within AutoCorp, tensions exist be-
tween the current state of pure manufacturing excellence and the target state of digital 
transformation. While some of the employees interviewed expressed the urgency of DT 
on an organizational and product level to ensure further competitiveness, the definition 
of ‘who we are as an organization’ is still rooted in motorsport events. The internal 
combustion engine is ingrained in employees' minds and their understanding of the 
company. It is an emotional aspect of a proud history and excitement (e.g., Technical 
Engineer 1, Project Manager 6, Project Manager 7). This bond is also evident in day-
to-day business, as some interviewees indicated that each employee recognizes their 
contribution to DT in their everyday tasks (Technical Engineer 1, Project Manager 4). 
Thus, AutoCorp must align its identity rooted in the history of excellent electromechan-
ical vehicles with DT. Among others, thoughts are, “Are we a hardware manufacturer 
while somebody else develops software? Are we building a hardware-software con-
struct within an intelligent accord or a vehicle in a hardware-software union?” (Project 
Manager 2). These considerations and changes take time to be entirely accepted by 
employees at all levels, especially integrating the identity as a service provider into the 
existing identity as a manufacturing company (Project Manager 2, Project Manager 4, 
Principal 2). 

Tensions due to AutoCorp’s legacy within SoftCorp. Although the spinoff 
SoftCorp was newly founded, many legacy assets of the automotive Group were incor-
porated into the new software company. On the one side, the spinoff enabled a breakout 
of existing structures and established practices to evolve new ones suitable for software 
development. Conversely, a large percentage of SoftCorp’s employees came from other 
Group manufacturing brands. Thus, values and practices manifesting a manufacturing 
orientation were brought along from these previous employees and influenced the iden-
tity-forming of SoftCorp. However, the ‘DNA’ and legacy of AutoCorp and its Group’s 
brands contradict SoftCorp’s mission and vision (Project Manager 2, Project Manager 
4, Change Facilitation Manager 3), preventing it from reaching its full potential. Fi-
nally, SoftCorp employment contracts that allow former AutoCorp employees to return 
to their former employer hindered full engagement, anchoring, and identification with 
the company (Project Manager 2, Technical Engineer 1, Software Developer 2, Princi-
pal 1, Change Facilitation Manager 1).  



Tensions due to novelty between AutoCorp and SoftCorp. Due to the novelty of 
SoftCorp being responsible for a unified software platform and automotive cloud, sev-
eral tensions occurred between AutoCorp and SoftCorp. First, the Group’s brands do 
not yet have confidence in SoftCorp. One reason is that SoftCorp does not yet have a 
long track record; its projects are only in development status and progressing slowly. 
In addition, failures and mistakes by one company lead to a decline in confidence in the 
capabilities of the other companies and as a basis for blaming each other rather than 
collaborating to solve problems jointly (e.g., Product Manager 1, Project Manager 7). 
Second, the collaboration between AutoCorp and SoftCorp is further complicated be-
cause SoftCorp's position has not been regulated within the Group. For example, 
SoftCorp's expectations, authorities, and activities are unclearly articulated and com-
municated (e.g., Project Manager 2, Principal 2). While some employees view the 
spinoff as a software supplier to the automotive industry, others consider it an individ-
ual brand on par with Group’s brands, such as AutoCorp. Third, the Group’s objective 
of creating digitally enabled vehicles enhanced through digital services is complicated 
by the spinoff's organizational and product separation (physical car vs. immaterial soft-
ware and services). Consequently, employees lose sight of the automotive Group’s 
common objective and vision thinking only in their functional division (Software De-
veloper 2, Principal 2, Product Manager 1). Among others, software-related activities 
are viewed as not in line with AutoCorp’s core principles, making it challenging to 
produce, e.g., autonomous driving vehicles. These obstacles stem from the different 
business interests of AutoCorp as a traditional, incumbent manufacturer and SoftCorp 
as a software company and digital services provider, which are difficult to align. 

5 Discussion 

We sought to answer the research question of how the OI evolves in incumbent firms 
during DT to understand why DT initiatives can lead to inertia. To do so, we first iden-
tified the changing OI dimensions and then the paradoxical tensions between the old 
and new OI. Our in-depth study between 2019 – 2023 enabled us to investigate OI 
changes and conflicts during DT over time. Our study yielded positive and negative 
effects before the spinoff creation, when software engineers were united in a division 
within the manufacturing firm, and after the spinoff creation, when software engineers 
got divided into two separate organizations. Based on our results, we derived two im-
plications.  
 

 
Figure 2. Theoretical framework of OI during DT within incumbent firms 



First, DT disrupts the existing OI as integrating the identity of being a service provider 
requires changes in OI dimensions and new ones. The direct OI conflicts led to organ-
izational tensions as two diverse ways of working (long product development vs. agile 
software development) clashed. For example, digitized products, such as autonomous 
vehicles, offer new possibilities; thus, product understanding needs to be changed. Ad-
ditionally, new capabilities and knowledge became necessary to develop digitized prod-
ucts. However, in cases of urgent troubleshooting, having product- and software-fo-
cused employees in one organization leads to faster problem-solving due to direct col-
laboration. As a takeaway, product-orientated employees need clarification about their 
contribution towards DT. Otherwise, it might hinder the integration of a digitized ser-
vice provider identity. Therefore, education and clarity of everyone’s contribution to 
the firm’s DT vision are crucial. 

Second, through the spinoff, no new identity can be formed. The manufacturing firm 
can focus on engineering innovations (e.g., BEVs), while the spinoff is responsible for 
software and service innovations. Thus, this pathway avoids direct identity conflicts as 
there are, i.e., fewer direct communication. In turn, this leads to indirect identity con-
flicts in the form of organizational tensions that manifest in the product vision: aiming 
for a well-engineered vehicle with technical innovations (e.g., electric engine) for mo-
bility versus aiming to achieve an experience space for diverse occasions using vehi-
cles. The problem shift due to the spinoff thus complicates the joint product develop-
ment, which requires collaboration and mutual agreement at one point. Hence, expec-
tations, hand-over formats, and processes must be clarified between the firms to better 
benefit from the spinoff pathway. 

Comparing these two states, we see that the spinoff did not lead to developing a new 
OI that combines being a manufacturer and providing digital services. Instead, it led to 
isolating both OIs in different firms, which increased identity-related boundaries 
(Santos & Eisenhardt, 2005). Albeit removing the state of bipolarity and subsequent 
paradoxical tensions within one firm, we have first evidence in the second phase that 
AutoCorp centers back to its old identity, rendering the first promising DT approaches 
of phase 1 obsolete. 

 
These insights yield promising contributions to the literature on OI (e.g., Albert & 
Whetten, 1985; Corley & Gioia, 2004), DT (e.g., Vial, 2019; Wessel et al., 2021), and 
paradoxical tensions (e.g., Smith & Lewis, 2011; Soh et al., 2019; Viljoen et al., 2022). 
The first contribution pertains to OI in the context of DT, exploring the evolving OI 
and the state of bipolarity. We followed Wessel et al.’s (2021) call that DT is more 
complex and should be distinguished from ITOT as it is characterized by the emergence 
of a new OI by providing insights on how conflicting OIs evolve and may be addressed. 

Second, the identified paradoxical tensions due to keeping the old OI (i.e., product 
manufacturer) and infusing it with a new OI (i.e., service provider) can explain why DT 
initiatives lead to inertia and remain unsuccessful. We were interested in investigating 
the interrelations of DT and OI and the underpinning reasons for failed DT initiatives. 
While previous research on paradox theory noted a range of competing tensions in DT, 
our study links paradoxical tensions to OI and supports explanations of its occurrence. 
Additionally, we provide an extension to the paradox theory category “belonging” of 



Smith and Lewis (2011), which considers identity-related issues such as values, roles, 
and memberships.  

Third, the awareness and reasons for tensions during DT of incumbent firms will 
inform future research and provide clarity to practitioners. We emphasize that incum-
bent firms must not only consider product transformations but also strategically con-
sider their OI transformation, such as finding ways to balance the identity of operational 
excellence with being a service provider. Our study encourages managers to prepare 
for, accept and reflect on these OI tensions during DT. 

 
While we conducted many interviews, we acknowledge that our data derives from an 
automotive firm and its corporate spinoff. Our main limitation is how much our findings 
are generalizable beyond our case. Thus, we recommend future research in other in-
cumbent firms facing DT initiatives to investigate how OI evolves and whether these 
cases also experiencing paradoxical tensions. Further, we need to find out if separating 
conflicting OIs through a spinoff is an approach that can effectively reduce OI tensions. 
As the spinoff as executive action to handle identity bipolarity has relevance, compar-
ative cases that allow theorizing, e.g., contextual factors that can explain why the 
spinoff strategy works or does not work, would yield valuable results. In addition, dig-
itized products offer a platform for cooperation with different stakeholders. Hence, new 
organizational forms (e.g., forming ecosystems or strategic alliances, partnering with 
or acquiring startups, creating subsidiary firms) occur with varying impacts of OI and 
might lead to a state of OI multipolarity. Thus, future research on OI challenges during 
DT is fruitful to investigate.  

6 Conclusion 

We found that the case firm continues to be strongly product and manufacturing-ori-
ented while avoiding the infusion of the identity of being a service provider. This has 
been expressed by spinning off all recently hired software-oriented employees by 
founding an independent firm. Our findings show that OI is the cause of resistance to 
change on various levels (e.g., employees’ decision-making and behavior of employees 
and structure) and, thus, the source of organizational tensions leading to organizational 
inertia during DT. Therefore, the required changes based on the digitized products re-
main unsuccessful, especially in critical parts of the organization where the former OI 
is still strong (i.e., the production). Further, our paper provides the first evidence of OI 
bipolarity due to DT and how this can lead to organizational and product tensions. We 
point out that the cause of organizational tensions is friction between the identity of 
operational excellence and the identity of being a digital service that manifests on dif-
ferent organizational levels. 
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