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Abstract: Most existing literature assumes that digital technology contributes to firms’ strategic transformation
and change, but ignores the characteristics of stages in the process of digital technology application. Moreover, it
seems to overemphasize the flexible driving effect of digital technology application on organizations, making the
other side of digital technology covered up. Based on the threat-rigidity theory, this paper proposes that digital
technology-driven strategic change is theoretically more likely to occur in the middle and later stages, while
strategic persistence may increase in the early stage.

This paper uses the empirical data of A-share listed companies in the Shanghai and Shenzhen stock markets
from 2011 to 2020 to explore the influence of digital technology on firms’ strategic persistence from the perspective
of the whole process of digital technology application. The results show an inverted U-shaped relationship between
the application of digital technology and the degree of firms’ strategic persistence. In the early stage, the
application of digital technology will enhance the degree of firms’ strategic persistence. However, in the middle
and later stages, strategic change will be promoted, and strategic persistence will be reduced. In addition, this
inverted U-shaped relationship will be steeper when firms’ organizational inertia ( routine rigidity and resource
rigidity ) is higher, which shows that organizational inertia will reinforce the positive effect of digital technology on
firms’ strategic persistence in the early stage of the application and intensify the negative effect in the middle and
late stages. The above conclusions remain robust after a series of tests.

This paper improves and supplements the relevant literature on the relationship between digital technology and
firms’ strategic decision-making from the perspective of the whole process of digital technology application. By
verifying the above inverted U-shaped relationship, it divides the process of digital technology application
influencing firms’ strategic transformation into two stages and demonstrates the effects in different stages. The
inverted U-shaped test shows the rigidity effect of digital technology application on the organization in the early
stage, suggesting that it is necessary to take a more comprehensive view of the impact of digital technology on the
organization. In addition, the findings can provide implications for firms’ management practices. Specifically,
firms need to comprehensively understand the possible impact of digital technology on their strategies, evaluate their
adaptability and tolerance in detail, and make prudent decisions about the application of digital technology.

Keywords: digital technology; threat-rigidity; strategic persistence; organizational inertia; strategic decision-

making
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