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Objective: The purpose of this study is to investigate the mediating role of corporate
risk-taking in the relationship between digital transformation and corporate
innovation.

Method: To test the research hypotheses, financial data from 167 companies (1,670
firm-year observations) listed on the Tehran Stock Exchange between 2014 and 2023
were utilized. After measuring the research variables, multivariate linear regression
analysis was employed to test the hypotheses.

Results: The results of the first hypothesis indicate that digital transformation
increases corporate risk-taking. Consistent with the second hypothesis, digital
transformation has a significant impact on corporate innovation. Finally, based on the
results of the third hypothesis, even with the inclusion of the risk-taking variable (as
a mediator) in the model, digital transformation maintains a significant relationship
with corporate innovation. It can be concluded that corporate risk-taking has a partial
mediating effect on the relationship between digital transformation and corporate
innovation.

Conclusion: Innovation and transformation are synonymous yet distinct concepts in
the digital realm, where digital transformation can, in some cases, lead to corporate
innovation. Therefore, companies, through their strategic choices, make decisions
regarding risk-taking projects, such as digital transformation, which foster innovation
within the organization.
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Introduction

Digital transformation has emerged as a pivotal force reshaping industries, enabling
organizations to leverage advanced technologies to enhance efficiency, innovation, and
competitiveness. This process involves integrating digital technologies into all aspects of business
operations, fundamentally altering how companies deliver value to customers. However, the pursuit
of digital transformation is inherently tied to risk-taking, as it requires substantial investments,
organizational restructuring, and a willingness to navigate uncertainties. Understanding the
interplay between digital transformation and corporate risk-taking is crucial, as it influences
strategic decision-making and long-term sustainability in an increasingly digital economy. The
relationship between digital transformation and risk-taking is multifaceted, driven by the need to
balance potential rewards against inherent uncertainties. Companies embarking on digital
initiatives often face risks such as technological failures, cybersecurity threats, and resistance to
cultural 224 face financial risks, as substantial capital investments are typically required. Yet, these
risks can be mitigated through strategic planning and adaptive leadership. Organizations that
successfully align their digital strategies with a calculated risk-taking approach can achieve
significant competitive advantages, such as improved operational efficiency and enhanced
customer experiences. Conversely, excessive caution may lead to missed opportunities, leaving
firms vulnerable to disruption by more agile competitors. Moreover, digital transformation fosters
a culture of innovation that encourages calculated risk-taking as a driver of growth. By leveraging
data analytics, artificial intelligence, and automation, companies can make informed decisions that
reduce uncertainty while exploring new business models. This dynamic creates a feedback loop:
digital tools empower organizations to take smarter risks, while a risk-tolerant culture accelerates
the adoption of transformative technologies. However, firms must navigate this landscape
carefully, as overambitious digital initiatives without proper risk management can lead to costly
setbacks. Thus, the synergy between digital transformation and risk-taking shapes a company’s
ability to innovate, adapt, and thrive in a rapidly evolving global market. The purpose of the present
study is to investigate the mediating role of corporate risk-taking on the relationship between digital
transformation and corporate innovation.

Method

The present study is applied research in terms of its objective and employs a post-event semi-
experimental method for data collection within the domain of positive accounting research,
meaning it is based on the analysis of historical data. In terms of data analysis method, the study is
correlational, as it seeks to identify relationships between research variables within a statistical
population. The research data were collected from the Tehran Stock Exchange website and the
Rahavard Novin software. To test the research hypotheses, financial information of 167 companies
(1670 company-year observations) listed on the Tehran Stock Exchange between 2014 and 2023
was used. After measuring the research variables, multivariate linear regression analysis was used
to test the research hypotheses.

Results

Digital transformation, characterized by the integration of advanced technologies such as
artificial intelligence, big data analytics, and cloud computing, fundamentally reshapes
organizational processes, strategies, and capabilities. From a theoretical perspective, digital
transformation aligns with the resource-based view (RBV) of the firm, which posits that unique
resources and capabilities drive competitive advantage. By adopting digital technologies,
companies enhance their ability to process information, adapt to market changes, and innovate,
potentially increasing their propensity for risk-taking. This is because digital tools provide real-
time data and predictive analytics, enabling firms to make informed decisions in uncertain
environments, thus lowering perceived risks and encouraging bolder strategic moves. The dynamic
capabilities framework further explains the link between digital transformation and risk-taking.
Dynamic capabilities refer to a firm’s ability to integrate, build, and reconfigure internal and
external competences to address rapidly changing environments. Digital transformation enhances
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these capabilities by enabling firms to sense opportunities, seize them through agile decision-
making, and transform operations efficiently. For instance, firms with advanced digital
infrastructures can experiment with new business models or enter untested markets with greater
confidence, as digital tools mitigate uncertainties through data-driven insights. Consequently,
digitally transformed firms are more likely to embrace calculated risks, viewing them as
opportunities for growth rather than threats. The results of the first hypothesis indicate that digital
transformation increases the company's risk-taking, and in accordance with the second hypothesis,
digital transformation affects the company's innovation. Finally, based on the results of the third
hypothesis, with the addition of the risk-taking variable (mediator) to the model, digital
transformation still has a significant relationship with company innovation, and it can be stated that
company risk-taking has a partial mediating effect on the relationship between digital
transformation and company innovation.

Conclusion

Organizational culture plays a pivotal role in mediating the relationship between digital
transformation and risk-taking. According to the technology acceptance model (TAM), the
successful adoption of digital technologies depends on employees’ willingness to embrace change
and innovation. A culture that fosters digital literacy and openness to technological advancements
encourages risk-taking by reducing resistance to new initiatives. Moreover, digital transformation
often flattens hierarchical structures, promoting decentralized decision-making and empowering
employees to take risks in their roles. This cultural shift, supported by digital tools, creates an
environment where experimentation and innovation are normalized, further linking digital
transformation to increased risk tolerance. The relationship between digital transformation and
risk-taking is not uniform and is influenced by contingency factors such as industry type, firm size,
and market volatility, as suggested by contingency theory. For example, in highly competitive or
technology-driven industries, digital transformation may amplify risk-taking by necessitating rapid
innovation to stay relevant. Conversely, in stable industries, the impact may be less pronounced, as
firms may leverage digital tools for efficiency rather than bold strategic risks. Additionally, agency
theory highlights that alignment between management incentives and digital transformation goals
can influence risk-taking behaviors. Managers in digitally transformed firms, incentivized by
performance-based rewards, may pursue riskier strategies to achieve innovation-driven outcomes,
reinforcing the theoretical connection between digital transformation and risk-taking. Innovation
and transformation are two synonymous and different words in the digital world, and in some cases,
digital transformation can lead to corporate innovation. Therefore, companies make decisions in
risky projects, including digital transformation, by choosing their strategies, which leads to
innovation in the organization.
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