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In this paper, we focus on the role of the Chief Digital Officer (CDO) on the strategic agility of 

incumbent firms that have created an external startup to accelerate their digital transformation:

Digital innovation

and transformation

- Digital transformation is a key strategic priority for incumbent firms in different 

industries [1]. Digital technologies, such as big data analytics, the Internet of Things 

(IoTs), 3-D printing or artificial intelligence offer fundamentally new ways of doing 

business, may even have the potential to disrupt traditional business concepts [1], 

while enabling digital innovations [2].

- To manage changes, triggered by digital transformation, incumbent firms are 

increasingly establishing a new managerial position of a Chief Digital Officer (CDO) 

[15] [16]. The CDO is the company’s digital specialist, who is responsible for 

transforming the company as a whole [14].

- The challenges associated with the digital transformation of incumbent firms are 

amplified as their business environment changes rapidly. In this context, a sometimes 

radical transformation of the business model is required, which some of these firms 

can achieve by creating an external (called excubated) digital startup [7] [8].

Chief Digital Officer

(CDO)

External (excubated)

startup
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- Consequently, the parent company’s CDO, who is strongly involved in the management of the nascent 

startup, need to upgrade existing skills/competencies and develop new aptitudes [14], because strategic 

agility is needed more than in stable contexts [19] [20].

- Prior research on the CDO: fragmented perspective through considering certain aspects, such as role types 

[15] [16], skills and competencies [17], or organizational design parameters [14].

- Research lacks a comprehensive understanding of this position that is essential for a firm’s long-term market 

success (e.g., [21]) in the case of the creation of a digital startup associated with an incumbent firm, in order 

to offer new digital products and services via a new business model [1].

- In addition, few studies focus on how and under what conditions individual actions (microfoundations) 

contribute to and/or support routines that, in turn, lead to a digital startup’s strategic agility in pursuing 

digital innovation success.
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- Thus, the research question is: 

- Furthermore, this article examines how the business and innovation ecosystem moderates the influence of 

individual-level microfoundations of the CDO on the strategic agility of the excubated startup. We believe 

that the startup’s business and innovation ecosystem should be considered, because it may bring (or not) 

new contextual knowledge that is crucial for the achievement of strategic agility.

- Therefore, we propose a model that aims to better understand and explain how individual factors (micro-

foundations) of the CDO influence differences in the routines and capabilities of a startup created by an 

incumbent firm that underpin strategic agility in rapidly changing business environments.

How do the skills/competencies of the CDO (individual microfoundations) influence the 

strategic agility of an incumbent firm, when it has chosen to create an excubated 

startup to successfully introduce digital innovations to the market?
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- Digital transformation is characterized by planned changes built on a foundation of advanced technologies. 

Digital transformation can be described as an organizational shift to big data, analytics, the cloud, mobile 

communication technologies, social media platforms, etc. to provide goods and services [21].

- To accelerate their digital transformation and imagine new digital services and products, some incumbent 

firms choose to create an external (excubated) startup, not only to improve efficiency based on new 

technologies, but also to provide new business value with innovative products, services, or business models 

– especially in the form of digital innovation, which is embodied or enabled by digital technologies [2] [3].

- The creation of this autonomous and independent startup should not be confused with working closely with 

existing startups (e.g., [12]), hosting startups, creating a corporate incubator or FabLab, taking an equity 

stake, etc.

- This digital startup allows for a focus on digital innovation, which is considered crucial to the success of 

companies in creating new value for their business [5] [6].
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- The role of the CDO is to orchestrate the digital innovations and transformation of a company [12]:

- Helps senior management formulate and implement a specific digital transformation strategy

- Aims to place the company at the forefront of ongoing digital evolution

- Plays a broader role than the directors of individual digital business units

- Promotes cross-functional collaboration

- The CDO position can be considered as unique compared to other top management positions:

- The concrete role of the CDO can be interpreted in different ways by firms of different size. The 
position of the CDO can be established as part of the C-Suite or some levels below it [31] [32].

- It is too early to predict whether the CDO position will persist in the long term or become irrelevant 
due to deep penetration of digital technologies within a firm [14].

- In most cases, the parent company’s CDO is responsible for managing the digital initiatives of startups to 
ensure that they can deliver new digital services and products by leveraging their digital innovation 
capabilities.
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- Strategic agility has been identified as a success factor for firms that must survive in rapidly changing 

business environments [19] [20]. Strategic agility represents the company’s ability to constantly adjust its 

strategic axes to changing and uncertain environments to deploy innovative methods of value creation [19].

- Strategic agility is a combination of dynamic capabilities (or meta capabilities) such as: strategic sensitivity, 

resource fluidity, and collective commitment [19] [20].

- Microfoundations reflect individual actions that shape strategy and 

organization [24]. Teece [33] defines “the microfoundations of dynamic 

capabilities – the distinct skills, processes, procedures, organizational 

structures, decision rules, and disciplines – which undergird enterprise-

level sensing, seizing, and reconfiguring capacities are difficult to 

develop and deploy” ([33], p. 1319).
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- Agility is the subject of research in many fields and recent studies on strategic agility aim to position it in the 

context of digital transformation (e.g., [19]).

- Studies of strategic agility or the attributes of the concept have used an overall organizational level/unit of 

analysis and have not focused on individual contributions to achieving strategic agility. This traditional 

perspective requires theoretical development to bridge the different levels of analysis, as a complete 

explanation of context at the organizational level should begin with an understanding of the individual [23] 

[24]. 

- Moreover, the theorization of the nature of the CDO’s skills and competencies (e.g., [17]) does not consider 

the context of the business and innovation ecosystem, and everything happens as if these skills and 

competencies could be expressed regardless of the context.

- Therefore, our theorization uses a microfoundational perspective embedded in dynamic capabilities [33] to 

advance research on strategic agility. Our idea is to improve our understanding of the strategic agility of 

firms (macro-level phenomena) with mechanisms that operate at the micro-level (individual 

microfoundations).
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Successfully

develop and implement

the digital strategy

Depending on the digital goals set,

the responsibility for driving the digital 

strategy may be assumed by a senior 

executive in the TMT other than the CDO. 

Choosing the right senior executive to 

lead the company’s digital strategy 

depends on the value and 

skills/competencies they can bring.

Design, development, and 

commercialization of the startup’s 

digital innovation

Provide

strategic leadership

The CDO’s strategic leadership can be 

defined as the ability to convince internal 

decision makers and employees of the 

need to digitally transform and to 

demonstrate the benefits that will come 

from that transformation. Among the 

teams he supervises, the CDO must pay 

particular attention to the excubated 

startup’s innovation team.

Nambisan et al. [3], 
conceptualized digital innovation 

as “the creation of (and 
consequent change in) market 

offerings, business processes, or 
models that result from the use of 
digital technology” result from the 

use of digital technology”

When large firms drive their digital transformation, the key skills/competencies of the CDO most 

decisive for success are those that contribute to the achievement of the role’s main objectives, 

which can be broken down into three categories [21] [30] [32].
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- To succeed, the CDO must maintain a close relationship with the ecosystem’s actors in which the startup is 

immersed. The concept of business ecosystems was introduced in the 1990s by Moore [27] [29] and refers 

to business networks that are formed beyond territorial limits, since cooperation between firms is on an 

international scale. The ecosystem refers to actors (organizations, firms, startups, universities, investors, 

resources, etc.) that interact to promote innovation.

- Consequently, the CDO’s responsibility is broadened: drawing on the CDO skills in digital strategy, digital 

innovation, and strategic leadership, they are led to play a role as facilitator between the firm, the 

excubated startup, and its ecosystem [7] [8]:

- This relationship is essential, as the startup’s ability to successfully design, prototype, develop, and 

commercialize digital innovations depends on the quality of its interactions with its ecosystem [27].

- To the extent that the CDO plays a facilitating role with the ecosystem actors, it follows that the 

ecosystem exerts a positive influence on the relationship between the CDO represented by the three 

core skills/competencies and the firm strategic agility. 
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Strategic sensivity
Strategic sensitivity allows the firm to obtain useful information from its environment, detect opportunities 

and internal constraints according to strategic priorities, market, and competitive conditions. Via strategic 

sensitivity, the firm is aware of capabilities, technologies, and processes useful for designing, developing, 

and launching innovations. By increasing its strategic sensitivity, the firm will identify unmet market needs 

and changes in its environment, which generates favorable conditions for developing and launching 

innovations.

Resource fluidity 
Supports effective management of the innovation portfolio. The ability to allocate and reallocate resources 

is critical to the development of innovations. When resource fluidity increases, internal processes become 

more flexible and easily modified [19]. As resources (financial, human, technological, etc.) become more 

mobile within the firm, greater flexibility is achieved, allowing for reorganization or redeployment of 

resources, and supporting strategic goals, such as driving digital transformation or managing a portfolio of 

innovations.

Collective commitment
Refers to the managerial commitment of the company, which fosters organizational adaptation in the face 

of rapid and unexpected changes in the environment. Studies on dynamic capabilities suggest that when a 

new opportunity is perceived, management decisions must be made quickly to take advantage of that 

opportunity [19]. These collective management decisions are essential for internal changes aimed at 

innovation management processes [19].
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We contribute to the study of microfoundations by 

conceptualizing the impact of the CDO skills (individual 

microfoundations) responsible for the digital innovations 

of an excubated startup on the strategic agility of a large 

firm leading a digital transformation.

By positing that the ecosystem in which the excubated 

startup is embedded plays moderating roles along 

microfoundations and dimensions of strategic agility, we 

emphasize the place of the ecosystem in the growth of 

startups. 

We add insights to digital transformation research on the 

relationship between dynamic capabilities and digital 

transformation. We study the phenomenon from the 

perspective of CDOs involved in digital innovation.

From a practical perspective, our model should be of 

interest to CDOs managing an innovation portfolio, as it 

highlights a new contribution of CDOs to innovation 

management.

1 2

3 4
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This study has scratched

the surface of the relation 

between strategic agility 

and microfoundations.

A growing body of work focuses 

on the microfoundations of 

strategy, suggesting that 

researchers are looking at 

individual factors to explain 

phenomena at a more micro 

level. 

1

We only included the 

skills/competencies of CDOs 

that reflect the goals of the 

role.

More specific work needs to be 

done to identify a more general 

set of expected CDO skills in 

digital innovation.

2

Our model provides a 

partial understanding of the 

CDO’s role regarding digital 

innovation. 

Therefore, our model did not 

explore other themes related to 

the skills of the CDO, such as 

digital culture, strategic use of 

IT, firm’s dynamic capabilities 

during a digital transformation, 

etc. 

3

As our objective was 

exclusively to develop a 

conceptual model, we 

chose not to test the model.

The model could be tested by 

operationalizing the CDO’s 

skills/competencies through 

interviews with CDOs from 

various industries, for example, 

by adopting an approach based 

on semi-structured, exploratory 

interviews. 

4

We encourage future research to deepen understanding of the relationships between the CDO role, digital innovation, 

strategic agility and microfoundations, and to test and extend our model to clarify the impact of the CDO role on 

digital innovation and transformation.
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