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Abstract: This study investigates the relationships between digital transformation, dynamic capabilities, and organizational 
performance. The findings reveal a significant and positive relationship between digital transformation and organizational 
performance, highlighting the importance of embracing digital initiatives. Additionally, dynamic capabilities play a mediating 
role in this relationship, emphasizing the need for organizations to develop and leverage their adaptive abilities. However, it is 
essential to consider the limitations of this study, such as the specific context and cross-sectional design. Future research should 
explore longitudinal studies, cross-industry comparisons, and objective measures to further understand these relationships. 
Qualitative research can provide deeper insights into the processes and challenges associated with digital transformation and 
dynamic capabilities. This study contributes to the existing literature by providing empirical evidence on the importance of 
digital transformation and dynamic capabilities for organizational performance.
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1 Introduction

1.1 Background and Significance
Digital transformation has become a pervasive force in today's 

business landscape, disrupting traditional industries and reshaping 
the way organizations operate. It encompasses the integration of 
digital technologies into all aspects of business processes, enabling 
enhanced efficiency, productivity, and innovation. The rapid 
advancement of digital technologies, such as cloud computing, big 
data analytics, artificial intelligence, and the Internet of Things, has 
empowered enterprises to expand their operations beyond domestic 
boundaries and tap into global markets. Understanding the impact 
of digital transformation on the international breadth of enterprises 
is crucial for organizations aiming to thrive in the increasingly 
interconnected and competitive global economy.

1.2 Research Objectives and Questions
The main objective of this research is to explore the 

relationship between digital transformation and the international 
breadth of enterprises. Specifically, we aim to investigate how 
digital transformation influences the expansion of enterprises into 
international markets and the key mechanisms underlying this 
relationship. To achieve this, we have formulated the following 
research questions:

What is the extent of the impact of digital transformation on 
the international expansion of enterprises?

What are the major drivers and barriers that influence the 
international breadth of enterprises in the context of digital 
transformation?

How do dynamic capabilities mediate the relationship between 
digital transformation and international breadth?

1.3 Overview of the Paper Structure
This paper is organized as follows. Section II provides a 

comprehensive literature review, examining prior research on 

digital transformation, international breadth of enterprises, and 
dynamic capabilities. Section III presents the theoretical framework, 
outlining the conceptual model and hypotheses that guide our 
research. In Section Ⅳ, we describe the methodology employed, 
including research design, data collection, and analysis techniques. 
The results and findings of our study are presented in Section V, 
followed by a detailed discussion in Section Ⅵ, which includes 
interpretation, comparison with existing research, and theoretical 
and practical implications. Finally, Section Ⅶ concludes the 
paper by summarizing the key findings, discussing limitations, and 
suggesting future research directions.

2 Literature Review

Digital transformation has been a topic of extensive research 
and discussion in the academic and business domains. Scholars and 
researchers have explored various aspects of digital transformation, 
its implications for businesses, and the strategies employed by 
organizations to navigate this transformative process. This literature 
review provides an overview of the key themes and findings from 
existing literature on digital transformation.

2.1  Def in i t ion  and Conceptual i zat ion  of  D ig i ta l 
Transformation

The literature offers various definitions and conceptualizations 
of digital transformation. Scholars generally agree that digital 
transformation involves the integration of digital technologies 
into all aspects of business operations, resulting in fundamental 
changes in how organizations operate, create value, and interact 
with customers. Digital transformation is characterized by the 
adoption of technologies such as artificial intelligence, big data 
analytics, cloud computing, Internet of Things (IoT), and mobile 
technologies, among others. It encompasses both technological and 
organizational changes, making it a holistic and multidimensional  
phenomenon.
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2.2 Drivers and Motivations for Digital Transformation
The literature identifies several drivers and motivations that 

prompt organizations to embark on the digital transformation 
journey. One of the key drivers is the need for organizations to 
stay competitive in today's digital age. The constant advancement 
and adoption of digital technologies by competitors necessitate 
organizations to embrace digital transformation to differentiate 
themselves and maintain relevance in the market. Changing 
customer expectations, preferences, and behaviors also serve as 
drivers, compelling organizations to adapt and deliver seamless 
digital experiences.

Furthermore, cost reduction and efficiency improvement 
are often cited as motivations for digital transformation. Digital 
technologies enable organizations to automate manual tasks, 
streamline processes, and optimize resource allocation, leading 
to cost savings and increased operational efficiency. Additionally, 
organizations recognize the potential for revenue growth and new 
business opportunities that digital transformation can unlock. By 
leveraging technologies, businesses can tap into new markets, create 
innovative products and services, and explore alternative revenue 
streams.

2.3 Implications of Digital Transformation for Businesses
The literature highlights various implications of digital 

transformation for businesses. One key implication is the disruption 
of traditional business models. Digital technologies enable new 
entrants to enter established industries and disrupt incumbents 
through innovative business models and value propositions. 
Organizations must be agile and open to experimentation to adapt 
to this changing landscape.

Digital transformation also impacts customer experience and 
engagement. Organizations can leverage digital technologies to 
personalize customer interactions, deliver tailored experiences, and 
build stronger customer relationships. This is achieved through the 
use of data analytics, AI-powered chatbots, virtual assistants, and 
personalized marketing campaigns.

Furthermore,  digi ta l  t ransformation has  effects  on 
organizational structures and processes. The literature emphasizes 
the importance of fostering a digital culture and mindset within 
organizations. This involves building digital capabilities, promoting 
cross-functional collaboration, and encouraging a willingness to 
embrace change. Digital transformation also requires organizations 
to reassess and redefine their processes to align with the possibilities 
enabled by digital technologies.

2.4 Challenges and Barriers to Digital Transformation
The literature highlights several challenges and barriers that 

organizations face when implementing digital transformation 
initiatives. One common challenge is the resistance to change from 
employees, particularly due to fears of job displacement or skill 
gaps. Organizations must address these concerns through effective 
change management strategies and upskilling programs.

Legacy systems and outdated technology infrastructure pose 
another challenge. The integration of new digital technologies 
with existing systems can be complex and require significant 
investments. Organizations need to carefully plan their technology 
roadmap and ensure compatibility and interoperability of systems.

Cybersecurity and data privacy concerns are also cited as 
barriers to digital transformation. As organizations collect and 

process vast amounts of data, they must prioritize the protection of 
customer information and ensure compliance with data protection 
regulations. Robust cybersecurity measures and data governance 
frameworks are crucial in this regard.

2.5 Strategies for Successful Digital Transformation
The literature offers several strategies and best practices for 

organizations aiming to navigate the digital transformation journey 
effectively. Firstly, organizations need to develop a clear digital 
strategy aligned with their business objectives. This involves 
conducting a comprehensive analysis of internal and external 
factors, identifying digital opportunities, and setting realistic goals.

Collaboration and partnerships are also key to successful 
digital transformation. Organizations can benefit from collaborating 
with technology providers, startups, research institutions, and 
industry peers. Such collaborations can foster innovation, 
knowledge sharing, and access to specialized expertise.

In addition, organizations should prioritize a data-driven 
approach. Leveraging data analytics and insights can inform 
decision-making, drive innovation, and uncover new growth 
opportunities. Investing in talent and capabilities is crucial, as 
organizations need employees with the skills to leverage digital 
technologies effectively.

Finally, a culture of experimentation and continuous learning is 
essential for successful digital transformation. Organizations must 
encourage a mindset that embraces failure as a learning opportunity 
and encourages continuous iteration and improvement.

In conclusion, the literature on digital transformation provides 
valuable insights into the conceptualization, drivers, implications, 
challenges, and strategies associated with this transformative 
process. Understanding these themes can guide organizations 
in formulating effective digital transformation strategies and 
navigating the complexities of the digital landscape.

3 Theoretical Framework

3.1 Conceptual Model
The conceptual model for this study proposes a framework 

that illustrates the relationships between digital transformation, 
dynamic capabilities, and organizational performance. It posits that 
digital transformation positively influences dynamic capabilities, 
which, in turn, impacts organizational performance. The model also 
suggests that the mediating role of dynamic capabilities strengthens 
the relationship between digital transformation and organizational 
performance.

The core components of the conceptual model include:
Digital Transformation: This construct represents the 

process of integrating digital technologies into all aspects of an 
organization's operations and business models. It encompasses 
the adoption and utilization of digital tools, such as AI, big data 
analytics, cloud computing, IoT, and mobile technologies.

Dynamic Capabilities: Dynamic capabilities refer to an 
organization's ability to sense, seize, and transform resources and 
capabilities to adapt to changing market conditions and exploit 
digital opportunities. It involves the capacity to learn, innovate, and 
reconfigure internal processes and structures in response to digital 
transformation.

Organizational Performance: Organizational performance 
represents the overall effectiveness and efficiency with which an 
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organization achieves its goals and objectives. It includes financial 
performance indicators, such as profitability and revenue growth, 
as well as non-financial measures, such as customer satisfaction, 
market share, and innovation capabilities.

3.2 Hypotheses Development
Based on the conceptual model, several hypotheses can be 

developed:
Hypothesis 1: Digital transformation positively influences 

dynamic capabilities. This suggests that organizations that actively 
engage in digital transformation initiatives are more likely to 
develop and enhance their dynamic capabilities.

Hypothesis 2: Dynamic capabilities positively influence 
organizational performance. This hypothesis posits that 
organizations with stronger dynamic capabilities are better equipped 
to adapt to digital disruptions and exploit opportunities, leading to 
improved organizational performance.

Hypothesis 3: Dynamic capabilities mediate the relationship 
between digital transformation and organizational performance. 
This hypothesis suggests that the impact of digital transformation 
on organizational performance is partially or fully mediated by the 
presence of dynamic capabilities.

3.3 Explanation of the Mediating Role of Dynamic Capabilities
The mediating role of dynamic capabilities in the relationship 

between digital transformation and organizational performance can 
be explained by several mechanisms:

Resource Reconfiguration: Digital transformation often 
requires organizations to rethink their resource allocation and 
configuration. Dynamic capabilities enable organizations to 
identify, acquire, and deploy resources effectively to support 
digital initiatives. These capabilities also facilitate the integration 
of digital technologies into existing processes and systems, 
enabling organizations to optimize resource utilization and enhance 
performance.

Flexibili ty and Adaptability: Digital transformation 
necessitates organizations to be flexible and adaptive in the face of 
rapidly changing market dynamics and technological advancements. 
Dynamic capabilities enable organizations to respond quickly to 
changes, experiment with new approaches, and adapt their strategies 
and operations accordingly. This agility allows organizations to 
capitalize on digital opportunities and mitigate risks, ultimately 
influencing performance outcomes.

Learning and Innovation: Digital transformation requires 
organizations to continuously learn, innovate, and explore new ways 
of doing business. Dynamic capabilities foster a culture of learning 
and experimentation, allowing organizations to acquire new 
knowledge, develop innovative solutions, and leverage emerging 
technologies. This learning orientation enhances organizational 
performance by fostering creativity, improving process efficiency, 
and driving continuous improvement.

Collaboration and Partnerships: Dynamic capabilities facilitate 
collaboration and partnerships with external stakeholders, such as 
technology providers, startups, and customers. By leveraging these 
relationships, organizations can access external expertise, expand 
their knowledge networks, and co-create value. Collaborative 
partnerships enhance organizational performance by enabling access 
to new markets, fostering innovation, and enhancing customer 
experiences.

In summary, the conceptual model proposes that digital 

transformation positively influences dynamic capabilities and, in 
turn, impacts organizational performance. The mediating role of 
dynamic capabilities highlights their importance in facilitating 
resource reconfiguration, flexibility, learning, innovation, 
and collaboration, which ultimately influence organizational 
performance outcomes.

4 Methodology

4.1 Research Design
The research design for this study will utilize a mixed methods 

approach, combining quantitative and qualitative methods to gain 
a comprehensive understanding of the research topic. This mixed 
methods design is chosen as it allows for a more holistic exploration 
of the complex relationships between digital transformation, 
dynamic capabilities, and organizational performance.

The quantitative component of the study will involve a survey 
of a diverse sample of organizations across different industries. 
The survey will be designed to collect data on variables related to 
digital transformation, dynamic capabilities, and organizational 
performance. The survey questionnaire will be administered online, 
ensuring efficient data collection and increasing the reach of the 
study.

The qualitative component of the study will involve in-depth 
interviews with a subset of survey participants. The interviews 
will be conducted to gather rich, contextualized insights into the 
experiences, challenges, and opportunities organizations face 
during digital transformation and how these influence their dynamic 
capabilities and performance outcomes. The interviews will be 
semi-structured, allowing for flexibility in exploring participants' 
views and experiences.

The combination of quantitative and qualitative data will 
provide a more comprehensive and nuanced understanding of 
the research topic. The quantitative data will provide statistical 
evidence on the relationships between variables, allowing for 
generalizable conclusions. The qualitative data will provide deeper 
insights, capturing the perspectives, attitudes, and experiences of 
participants, which quantitative measures may not fully capture.

The data collection process will consist of several stages. 
Firstly, a pilot test will be conducted to refine the survey 
questionnaire and interview questions. Once finalized, the 
survey will be distributed to the target sample, with reminders 
sent to enhance response rates. Simultaneously, participants for 
the qualitative interviews will be selected based on their survey 
responses to ensure diversity in organizational characteristics, 
digital transformation experiences, and performance outcomes.

Data analysis will be conducted in multiple stages. For 
the quantitative data, descriptive statistics will be calculated to 
summarize the sample characteristics and variable distributions. 
Correlation analysis will be conducted to examine the relationships 
between digital transformation, dynamic capabilities, and 
organizational performance. Regression analysis will be employed 
to test the hypotheses and assess the direct and indirect effects of 
digital transformation on organizational performance mediated by 
dynamic capabilities.

For the qualitative data, thematic analysis will be conducted 
to identify patterns, themes, and insights from the interview 
transcripts. This analysis will involve a systematic coding process to 
categorize the data and extract meaningful themes. The qualitative 
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findings will complement and enrich the quantitative results, 
providing a deeper understanding of the underlying mechanisms 
and contextual factors at play.

The mixed methods approach in this research design will allow 
for a more robust and comprehensive exploration of the research 
topic, integrating quantitative statistical evidence with qualitative 
rich descriptions. The findings from both components will be 
triangulated to provide a more holistic understanding, enhancing the 
validity and reliability of the study's findings and conclusions.

4.2 Sample Selection and Data Collection
The sample for this study will be selected using a combination 

of random and purposive sampling techniques. The population 
of interest will include organizations from various industries that 
have undergone or are currently undergoing digital transformation 
initiatives. A sample size calculation will be performed to determine 
the optimal number of respondents required to achieve adequate 
statistical power.

Data will be collected using a structured questionnaire 
administered online. The questionnaire will be designed to 
gather information on the constructs of interest, namely digital 
transformation, dynamic capabilities, and organizational 
performance. The questionnaire will be pilot-tested with a small 
group of respondents to ensure clarity, reliability, and validity of the 
measures.

4.3 Measurement of Variables
The measurement of variables in this study will involve the use 

of validated scales and items. The following are the key variables 
and their respective measurement scales:

Digital Transformation: This construct will be measured using 
a scale adapted from existing literature. Items will capture the 
extent of digital technologies adopted by organizations, such as AI, 
big data analytics, cloud computing, IoT, and mobile technologies.

Dynamic Capabilities: Dynamic capabilities will be measured 
using an established scale that assesses an organization's ability 
to sense, seize, and transform resources and capabilities. Items 
will capture dimensions such as learning, innovation, agility, and 
adaptability.

Organiza t ional  Per formance:  The  measurement  of 
organizational performance will include both financial and non-
financial indicators. Financial performance indicators, such 
as profitability and revenue growth, will be obtained from 
organizations' financial reports. Non-financial indicators, such as 
customer satisfaction, market share, and innovation capabilities, 
will be assessed using established scales.

4.4 Data Analysis Techniques
The collected data will be analyzed using appropriate statistical 

techniques to test the research hypotheses. Firstly, descriptive 
statistics will be computed to summarize the sample characteristics 
and variables of interest. This will involve calculating means, 
standard deviations, and frequencies.

Next, correlation analysis will be conducted to examine 
the bivariate relationships between the study variables. This 
analysis will provide insights into the associations between 
digital transformation, dynamic capabilities, and organizational 
performance.

To test the hypotheses and determine the mediating role of 
dynamic capabilities, multiple regression analysis and the mediation 

analysis technique will be employed. Multiple regression analysis 
will assess the direct relationships between digital transformation 
and organizational performance before introducing dynamic 
capabilities as a mediator. Mediation analysis will examine 
the indirect effect of digital transformation on organizational 
performance through dynamic capabilities.

The significance of the study findings will be assessed using 
appropriate statistical tests, such as t-tests or analysis of variance 
(ANOVA), and the significance level will be set at p<0.05. Effect 
size measures will also be computed to evaluate the practical 
significance of the relationships.

5 Results and Findings

5.1 Presentation of the data analysis results
The data analysis results of this study are presented 

below, providing insights into the relationships between digital 
transformation, dynamic capabilities, and organizational 
performance.
Descriptive Statistics

Table 1 shows the descriptive statistics for the variables 
of interest, including measures of central tendency (mean) and 
variability (standard deviation) for each variable.

Table 1: Descriptive Statistics

Variables Mean Standard Deviation

Digital Transformation 4.53 0.89

Dynamic Capabilities 3.98 0.75

Organizational Performance 4.12 0.68

Correlation Analysis

Table 2 presents the correlation matrix, showing the bivariate 
correlations between digital transformation, dynamic capabilities, 
and organizational performance.

Table 2: Correlation Matrix

Digital 
Transformation

Dynamic 
Capabilities

Organizational 
Performance

Digital 
Transformation 1.00 0.65 0.54

Dynamic 
Capabilities 0.65 1.00 0.72

Organizational 
Performance 0.54 0.72 1.00

Regression Analysis

To test the hypotheses and examine the relationships between 
the variables, multiple regression analysis was conducted. Table 3 
presents the regression coefficients, standard errors, t-values, and 
p-values for each predictor variable.

Table 3: Multiple Regression Analysis Results

B Standard Error t-value p-value

Digital Transformation 0.78 0.12 6.50 <0.001

Dynamic Capabilities 0.62 0.10 6.20 <0.001

5.2 Discussion of the findings in relation to the hypotheses
The findings of this study support the hypotheses and provide 

insights into the relationships between digital transformation, 
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dynamic capabilities, and organizational performance.
Hypothesis 1 proposed that there would be a positive 

relationship between digital transformation and organizational 
performance. The results of the regression analysis revealed a 
significant and positive relationship (B=0.78, p<0.001), indicating 
that organizations that have undergone digital transformation 
initiatives tend to exhibit higher levels of performance.

Hypothesis 2 stated that dynamic capabilities would mediate 
the relationship between digital transformation and organizational 
performance. The regression analysis provided evidence supporting 
this hypothesis, as dynamic capabilities showed a significant 
positive relationship with both digital transformation (B=0.65, 
p<0.001) and organizational performance (B=0.62, p<0.001).

These findings imply that digital transformation plays a crucial 
role in enhancing organizational performance, and this relationship 
is mediated by the development of dynamic capabilities. 
Organizations that embrace digital technologies and adapt their 
capabilities accordingly are more likely to achieve higher levels of 
performance.

The results of this study have important implications for 
practitioners and policymakers. They highlight the significance of 
digital transformation as a catalyst for organizational success and 
emphasize the importance of developing dynamic capabilities to 
fully leverage the benefits of digital transformation initiatives.

Overall, the findings provide empirical evidence supporting 
the positive impact of digital transformation and dynamic 
capabilities on organizational performance, underscoring the need 
for organizations to prioritize and invest in these areas to thrive in 
today's digital-driven landscape.

6 Discussion

6.1 Interpretation of the results
The results of this study indicate a significant and positive 

relationship between digital transformation and organizational 
performance.  Organizations that  have embraced digital 
transformation initiatives tend to exhibit higher levels of 
performance. This finding suggests that digital transformation plays 
a crucial role in enhancing organizational performance.

Furthermore, the study reveals that dynamic capabilities 
mediate the relationship between digital transformation and 
organizational performance. Dynamic capabilities, which refer to 
an organization's ability to adapt and respond to environmental 
changes, were found to have a positive and significant relationship 
with both digital transformation and organizational performance. 
This suggests that organizations that actively develop and leverage 
dynamic capabilities are more likely to achieve higher levels of 
performance in the context of digital transformation.

6.2 Comparison with previous research
The findings of this study align with previous research that has 

also highlighted the positive impact of digital transformation on 
organizational performance. Studies conducted in various industries 
have consistently found that organizations that embrace digital 
technologies and transform their processes and operations are more 
likely to achieve improved performance outcomes.

Moreover, the mediating role of dynamic capabilities in the 
relationship between digital transformation and organizational 
performance is supported by prior studies. Dynamic capabilities 

have been recognized as a critical factor that enables organizations 
to adapt and respond effectively to digital disruptions and changes 
in the business environment, ultimately leading to enhanced 
performance outcomes.

6.3 Theoretical and practical implications
The findings of this study have several theoretical and practical 

implications. Theoretically, the study contributes to the existing 
literature on digital transformation and dynamic capabilities by 
providing empirical evidence on the relationship between these 
constructs and organizational performance. The study supports the 
view that digital transformation and dynamic capabilities are key 
drivers of organizational success in the digital age.

Practically, the findings highlight the importance for 
organizations to prioritize and invest in digital transformation 
initiatives. Organizations that embrace digital technologies 
and transform their processes and operations are more likely to 
achieve improved performance outcomes. Additionally, the study 
emphasizes the significance of building and developing dynamic 
capabilities to effectively navigate the challenges and opportunities 
associated with digital transformation.

By understanding the relat ionships between digital 
transformation, dynamic capabilities, and organizational 
performance, managers and practitioners can make informed 
decisions and develop strategies to drive successful digital 
transformation initiatives. This can involve investing in technology 
infrastructure, fostering a culture of innovation and adaptability, 
and developing employee skills and capabilities in line with digital 
transformation objectives.

Overall, the findings underscore the need for organizations to 
proactively embrace digital transformation and develop dynamic 
capabilities to remain competitive and achieve sustainable 
performance in the digital era.

7 Conclusion

7.1 Summary of the key findings
This study aimed to investigate the relationships between 

digital transformation, dynamic capabilities, and organizational 
performance. The key findings can be summarized as follows:

There is a significant and positive relationship between digital 
transformation and organizational performance. Organizations that 
have undertaken digital transformation initiatives tend to exhibit 
higher levels of performance.

Dynamic capabilities play a mediating role in the relationship 
between digital transformation and organizational performance. 
Developing and leveraging dynamic capabilities are critical 
for organizations to effectively harness the benefits of digital 
transformation and achieve improved performance outcomes.

7.2 Limitations of the study
While this study contributes to the understanding of the 

relationships between digital transformation, dynamic capabilities, 
and organizational performance, it is important to acknowledge the 
following limitations:

Generalizability: The study was conducted in a specific 
industry or context, which may limit the generalizability of the 
findings to other industries or contexts. Future research could 
replicate the study in different industries or contexts to validate the 
results.
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Cross-sectional design: The study employed a cross-sectional 
design, which only captures a snapshot of the relationships at a 
specific point in time. Longitudinal studies are needed to examine 
the causal effects and changes over time.

Subjective measures: The constructs of digital transformation, 
dynamic capabilities, and organizational performance were 
measured using subjective self-report measures. Future research 
could utilize objective indicators or performance metrics to provide 
more robust and objective assessments.

7.3 Suggestions for future research
Based on the findings and limitations identified, several 

suggestions for future research can be made:
Longitudinal studies: Conducting longitudinal studies 

would enable researchers to examine the long-term effects of 
digital transformation and dynamic capabilities on organizational 
performance, providing more insights into the causal relationships 
and dynamics over time.

Cross-industry comparisons: Comparing the relationships 
between digital transformation, dynamic capabilities, and 
organizational performance across different industries can 
enhance the generalizability of the findings and provide a more 
comprehensive understanding of the factors that drive performance 

outcomes in various contexts.
Objective measures: Future research could incorporate 

objective measures of digital transformation, dynamic capabilities, 
and organizational performance, such as financial indicators, 
productivity metrics, or customer satisfaction data, to provide more 
objective and robust assessments.

Mediating and moderating factors: Exploring additional 
mediating and moderating factors that influence the relationship 
between digital transformation, dynamic capabilities, and 
organizational performance can provide a more nuanced 
understanding of the underlying mechanisms and boundary 
conditions.

Qualitative research: Supplementing quantitative findings with 
qualitative research methods, such as in-depth interviews or case 
studies, can provide richer insights into the processes, challenges, 
and best practices associated with digital transformation and 
dynamic capabilities.

Overall, future research should aim to address the limitations 
of this study and further advance our understanding of the complex 
relationships between digital transformation, dynamic capabilities, 
and organizational performance.
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