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Abstract

This study examines the performance implications of digital transformation (DT) in
contemporary organizations. Drawing on the Resource-Based View and Dynamic Capabilities
Theory, the study develops and empirically tests a structural model linking digital
transformation to organizational performance through mediating capabilities such as
organizational agility and innovation capability. Using survey data from 412 senior managers
across manufacturing, service, and technology sectors, Confirmatory Factor Analysis (CFA)
and Structural Equation Modeling (SEM) were conducted. The findings reveal significant
direct and indirect effects of digital transformation on operational, financial, customer, and
innovation performance. Organizational agility and innovation capability partially mediate
these relationships, while leadership commitment moderates performance outcomes. The
study contributes to digital strategy literature and offers practical insights for large-scale

enterprise transformation.
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Introduction

Digital Transformation (DT) has become a defining organizational shift of the twenty-
first century. Across industries, firms are redesigning structures, strategies, and value
propositions through technologies such as Artificial Intelligence (Al), cloud computing, big
data analytics, blockchain, and the Internet of Things (1oT). Unlike traditional IT adoption

focused on automation, DT involves enterprise-wide strategic renewal reshaping business
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models, customer engagement, operations, and governance. It reflects a holistic transformation
integrating technology, people, culture, and leadership vision. Organizations invest heavily in
digital initiatives to enhance revenue growth, efficiency, innovation, and supply chain
responsiveness. While digitally mature firms often demonstrate improved productivity and
competitiveness, empirical findings on performance outcomes remain fragmented and
inconsistent. Success depends not only on technology adoption but also on strategic alignment
and organizational readiness. The Resource-Based View (RBV) explains how digital assets
data infrastructure, platforms, and skilled human capital serve as strategic resources. However,
Dynamic Capabilities Theory (DCT) emphasizes that sustained performance gains arise from
a firm’s ability to sense opportunities, seize them, and reconfigure resources in dynamic
environments. Therefore, the performance impact of digital transformation depends on both
valuable digital resources and the capabilities to continuously adapt and renew them. This study
integrates RBV and DCT to clarify how digital transformation enhances organizational

performance.

Literature Review

Although digital transformation (DT) has emerged as a dominant research stream,
important theoretical and empirical gaps remain. Much of the existing scholarship adopts a
descriptive or technology-centric orientation, focusing on digital maturity models and case-
based narratives rather than providing theoretically grounded explanations of performance
heterogeneity (Vial, 2019; Verhoef et al., 2021). While digital business strategy research
highlights the convergence of IT and competitive strategy (Bharadwaj et al., 2013), it often
stops short of explicating the capability-based mechanisms through which digital initiatives
generate sustained competitive advantage. This limitation reflects a broader fragmentation
between digital transformation research and foundational strategic management theory.The
Resource-Based View (RBV) has been used to conceptualize digital assets such as analytics
capability and IT infrastructure as valuable and rare resources (Barney, 1991; Wade &
Hulland, 2004). However, RBV’s static orientation provides limited insight into how firms
adapt and recombine digital resources in rapidly evolving environments (Eisenhardt & Martin,
2000). Dynamic Capabilities Theory (DCT) addresses this limitation by emphasizing sensing,
seizing, and reconfiguring processes (Teece, 2007), and recent studies suggest that digital
transformation requires orchestrated capability renewal (Warner & Wager, 2019). Yet,

empirical integration of RBV and DCT within a unified structural model of digital
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transformation remains underdeveloped. Furthermore, prior quantitative studies frequently test
direct relationships between IT capability and firm performance (Mithas et al., 2012;
Ravichandran, 2018), thereby under-specifying the mediating organizational processes that
convert digital investments into tangible outcomes. Organizational agility has been linked to
IT-enabled responsiveness (Sambamurthy et al., 2003; Chen et al., 2014), and digital
innovation scholarship emphasizes the generative properties of digital technologies in fostering
innovation capability (Yoo et al., 2010; Nambisan et al., 2017). However, the simultaneous
examination of agility and innovation capability as complementary mediators in the DT—
performance relationship remains limited. This gap constrains theoretical clarity regarding the
micro-foundations through which digital transformation produces multidimensional
performance effects. Finally, contextual boundary conditions influencing transformation
success are insufficiently theorized. Leadership commitment and digital governance are
frequently acknowledged as critical enablers (Westerman et al., 2014; Kane et al., 2015), yet
empirical testing of leadership as a moderating variable within structural performance models
is sparse. Consequently, the literature lacks a comprehensive, mechanism-based framework
that integrates digital resource endowment (RBV), dynamic capability activation (DCT),
mediating organizational capabilities, and contextual moderators into a coherent explanation
of digital-enabled competitive advantage. By integrating these theoretical perspectives and
empirically validating their relationships within a unified structural model, this study advances
digital transformation research beyond descriptive narratives toward a strategically grounded

and empirically rigorous explanation of performance implications.

Hypotheses Development

H1-H7 collectively articulate a mechanism-based explanation of how digital
transformation (DT) translates into superior organizational performance. Drawing on
Resource-Based View (RBV) and Dynamic Capabilities Theory (DCT), the model posits that
digital transformation enhances firms’ sensing, seizing, and reconfiguration capacities. These
enhanced dynamic capabilities manifest operationally through increased organizational agility
and strengthened innovation capability. Specifically, digital transformation provides the
technological and informational infrastructure that improves responsiveness and flexibility
(agility), while simultaneously enabling knowledge recombination and new value creation
(innovation capability). These two organizational capabilities function as complementary

mediating mechanisms that convert digital investments into measurable financial, operational,
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and customer performance outcomes. Furthermore, leadership commitment operates as a
contextual boundary condition that amplifies the effectiveness of digital transformation
initiatives. Strong executive sponsorship ensures strategic alignment, resource allocation, and
cultural support, thereby strengthening the impact of digital transformation on organizational
performance. Overall, the proposed hypotheses establish a coherent structural framework
linking digital resource deployment, capability activation, mediating organizational processes,

and moderating leadership influence to explain digital-enabled competitive advantage.

Methodology

This study adopted a quantitative explanatory research design to examine the structural
relationships among digital transformation, organizational agility, innovation capability,
leadership commitment, and organizational performance. An explanatory approach is
appropriate where the objective is to test theoretically grounded hypotheses and assess causal
linkages between latent constructs. The design aligns with theory-driven empirical validation
using multivariate statistical modeling. Data were collected from 412 senior managers across
multiple industry sectors, including manufacturing, services, technology, and retail. Senior
managers were selected as key informants due to their strategic oversight and familiarity with
digital initiatives and organizational performance outcomes. A structured questionnaire was
distributed using a combination of online and direct survey administration. Participation was
voluntary, and confidentiality was assured to minimize response bias. The final sample size of
412 exceeds recommended thresholds for Structural Equation Modeling (SEM), ensuring
adequate statistical power and model stability. All constructs were measured using previously
validated multi-item scales adapted from established literature. Responses were captured using
a five-point Likert scale ranging from 1 (“Strongly Disagree”) to 5 (“Strongly Agree”). The
questionnaire included measures of: Digital Transformation, Organizational Agility,
Innovation Capability, Leadership Commitment, Organizational Performance (financial,
operational, and customer dimensions). Minor wording modifications were made to ensure
contextual relevance while preserving scale validity. Reliability was assessed using Cronbach’s
alpha, with all constructs exceeding the recommended threshold of 0.70, indicating internal
consistency. To further ensure measurement robustness, Composite Reliability (CR) was
calculated, with all values surpassing the acceptable threshold of 0.70. Convergent validity was
evaluated using Average Variance Extracted (AVE), where values exceeded the 0.50

benchmark, indicating that constructs explain more than half of the variance in their indicators.

Special Issue, March 2026 | International Conference on "The Role of Digital Transformation in Commerce
and Management", Morning Star Arts & Science College for Women, Pasumpon | International Journal of 97
Business and Economics Research (IJBER) e-ISSN: 2455-3921



Discriminant validity was assessed using the Fornell-Larcker criterion and cross-loading
analysis, confirming that constructs were empirically distinct. A Confirmatory Factor Analysis
(CFA) was conducted prior to hypothesis testing to validate the measurement model. The
model demonstrated satisfactory goodness-of-fit indices (e.g., CFl, TLI, RMSEA, SRMR)
within recommended thresholds, confirming construct validity and measurement adequacy.
Factor loadings were statistically significant and exceeded 0.60, supporting indicator
reliability. To test the hypothesized relationships (H1-H7), Structural Equation Modeling
(SEM) was employed. SEM is appropriate for simultaneously estimating multiple direct,
mediating, and moderating effects within a unified structural framework. Mediation effects (H5
and H6) were examined using bootstrapping procedures to assess indirect effects and
confidence intervals. Moderation effects (H7) were tested through interaction term modeling
within the structural framework. The structural model demonstrated acceptable fit indices, and

path coefficients were evaluated for statistical significance.

Conceptual Framework
The proposed conceptual framework explains how Digital Transformation (DT) leads
to superior Organizational Performance (OP) through dynamic capability mechanisms and

leadership influence.

Conceptual Framework (SEM Model)

Organizational

Agility

Digital / Leadership\ Organizationa

Transformation ; > Performance
\ (Moderator)
Innova/

Capability

Integrating the Resource-Based View (RBV) and Dynamic Capabilities Theory (DCT),
the model positions digital transformation as a strategic reconfiguration of processes,
structures, and value creation enabled by technologies such as analytics, cloud computing,
artificial intelligence, and digital platforms. While digital infrastructure and analytics capability
constitute valuable and difficult-to-imitate resources, competitive advantage depends on how
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effectively these resources are mobilized. The framework proposes that DT influences
performance through two complementary mediators: Organizational Agility and Innovation
Capability. Agility reflects the firm’s ability to sense and respond rapidly to environmental
changes, enhancing operational responsiveness and market alignment. Innovation capability
captures the organization’s ability to generate and implement new products, services, and
business models. Together, these capabilities translate digital investments into financial,
operational, and customer performance outcomes. Leadership Commitment functions as a
moderating condition. Strong leadership aligns strategy, resources, and culture with digital
initiatives, thereby strengthening the positive impact of digital transformation on

organizational performance.

Results

The measurement model demonstrated satisfactory psychometric properties. All
constructs exhibited strong standardized factor loadings exceeding recommended thresholds (>
0.60), indicating robust indicator reliability. Internal consistency measures, including
Cronbach’s alpha and Composite Reliability, were above acceptable benchmarks, while
Average Variance Extracted (AVE) values confirmed convergent validity. Discriminant
validity criteria were also satisfied, establishing construct distinctiveness. Structural Equation
Modeling (SEM) results provided empirical support for the hypothesized relationships. Digital
transformation exhibited significant positive effects on organizational agility and innovation
capability, confirming H1 and H2. These findings suggest that digital initiatives enhance firms’
adaptive responsiveness and innovation capacity. Furthermore, both organizational agility and
innovation capability demonstrated significant positive effects on organizational performance,
supporting H3 and H4. Direct analysis also indicated a positive relationship between digital
transformation and organizational performance. However, mediation testing using
bootstrapping procedures revealed significant indirect effects through both agility and
innovation capability. The persistence of a reduced but significant direct path indicates partial
mediation, supporting H5 and H6. This suggests that digital transformation influences
performance both directly and indirectly through capability activation mechanisms. The
moderating analysis confirmed that leadership commitment strengthens the positive
relationship between digital transformation and organizational performance, supporting H7.
Specifically, the effect of digital transformation on performance was significantly stronger
under conditions of high leadership commitment. Overall model fit indices (e.g., CFI, TLI,

Special Issue, March 2026 | International Conference on "The Role of Digital Transformation in Commerce

and Management", Morning Star Arts & Science College for Women, Pasumpon | International Journal of 99
Business and Economics Research (IJBER) e-ISSN: 2455-3921



RMSEA, SRMR) were within recommended ranges, indicating satisfactory structural model

adequacy.

Discussion

The findings provide strong empirical support for the proposition that digital
transformation contributes to superior organizational performance when embedded within
dynamic capability processes. Consistent with Dynamic Capabilities Theory, digital
transformation enhances sensing and reconfiguration capacities, which are operationalized
through organizational agility and innovation capability. These capabilities serve as strategic
conduits through which digital investments translate into measurable outcomes. The significant
mediating effects clarify that digital transformation alone does not automatically generate
performance gains. Instead, performance improvements emerge when digital resources are
mobilized to enhance adaptive responsiveness and innovative output. Organizational agility
enables rapid alignment with market changes, reducing response lag and operational
inefficiencies. Simultaneously, innovation capability fosters differentiation through new
product development, service enhancement, and business model renewal. The moderating role
of leadership commitment further highlights the importance of strategic alignment. Strong
executive sponsorship ensures coherent digital vision, adequate resource allocation, and
cultural readiness, thereby amplifying the performance impact of digital initiatives. This
finding reinforces strategic leadership theory by demonstrating that transformation success
depends not only on technological investment but also on managerial orchestration.
Collectively, the results advance digital transformation research by offering a mechanism-
based explanation of performance heterogeneity. By integrating resource endowment (digital
assets), capability activation (agility and innovation), and contextual moderation (leadership
commitment), the study moves beyond direct-effect models toward a more comprehensive
strategic framework.

Conclusion

This study advances digital transformation research by integrating the Resource-Based
View (RBV) and Dynamic Capabilities Theory (DCT) within a comprehensive Structural
Equation Modeling (SEM) framework. The findings demonstrate that digital transformation
enhances organizational performance through the activation of organizational agility and
innovation capability, while leadership commitment strengthens this relationship. By moving
beyond technology-centric explanations, the study provides a mechanism-based understanding
of how digital investments translate into financial, operational, and customer outcomes. The
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results highlight that sustainable performance gains depend not only on digital resources but

also on capability development and strategic leadership alignment.
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