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Abstract 

In an increasingly volatile and digitally disrupted global economy, organizations are 

compelled to adopt digital transformation (DT) not merely as a technological upgrade but as 

a strategic capability for sustaining global competitiveness. This study examines how digital 

transformation contributes to global competitive advantage (GCA) by examining the 

mediating roles of strategic orientation, innovation capability, and organizational agility. 

Drawing on the Dynamic Capabilities Theory and the Resource-Based View, the research 

conceptualizes DT as a capability that enables firms to overcome cross-border operational 

challenges such as geographic distance, information asymmetry, and coordination 

complexity. A quantitative survey was conducted among 246 managers from multinational 

firms operating in technology and service-based industries. Structural Equation Modeling 

(SEM) was used to test the proposed relationships. The findings reveal that digital 

transformation significantly enhances global competitive advantage both directly and 

indirectly through organizational capabilities. Among the mediating factors, organizational 

agility emerged as the strongest predictor, indicating that the ability to rapidly respond to 

global market volatility is more critical than innovation alone in digitally enabled 

environments. The study contributes to the digital strategy literature by highlighting how 

firms leverage digital technologies to mitigate international market barriers and build 

sustainable competitive advantages in global markets. 

Keywords: Digital Transformation, Global Competitive Advantage, Strategic Orientation, 

Innovation, Organizational Agility, Resource-Based View, Dynamic Capabilities 

INTRODUCTION 

The contemporary global business environment is characterized by volatility, uncertainty, 

complexity, and ambiguity (VUCA), driven largely by rapid technological change and digital 

disruption. While digital technologies (DT) have presented new opportunities for efficiency 

and innovation, they have simultaneously increased organizational complexities by 

generating large volumes of data, escalating competition, and accelerating the pace of agile 

market change. Therefore, firms must manage a paradox. On one end DT create uncertainty 

while on the other hand offer tools like artificial intelligence, big data analytics, and cloud 

storage platforms to manage that uncertainty. 

In international market scenarios, these challenges are seen to be even more pronounced. 

Multinational enterprises are required to navigate different cross-border regulatory policies, 

data governance issues, and prevailing cultural diversity while maintaining its operational 

efficiency.  

DT has evidenced strategic mechanisms that allows firms to overcome these challenges by 

augmenting information transparency, aiding real-time decision-making, and simplifying 

coordination across geographically distributed units. Digital platforms and analytical tools 

enable firms to cut costs of distance and improve respond time to local market conditions.  
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Despite of growing investments in DT, many organizations are found struggling to convert 

their digital initiatives into sustainable competitive advantage. This identified gap suggests 

that DT alone are not sufficient; rather, firms require some complementary organizational 

capabilities that could enable them to effectively control digital resources in the global 

market. 

This paper is organized as follows. Section 2 critically reviews the extant literature on DT 

and global competitive advantage. Section 3 presents the theoretical framework followed by 

developing the study’s hypotheses. Section 4 provides a detailed information of research 

methodology and various analytical approaches used. Next, Section 5 discusses the resulting 

findings followed by their theoretical as well as managerial implications. Finally, section 6 

concludes by outlining the key contributions, some of the observed limitations, and directions 

for future research. 

LITERATURE REVIEW 

Digital Transformation in Global Business Context 

Digital transformation (DT) refers to the integration of advanced digital technologies, 

including cloud computing, big data analytics, artificial intelligence (AI), blockchain, and the 

Internet of Things (IoT), into core business processes and strategies to enhance efficiency, 

agility, and innovation (Verhoef et al., 2021). In global markets, DT enables organizations to 

overcome geographical barriers, optimize supply chains, and create new digital business 

models that cater to diverse consumer needs across borders (Susanti et al., 2023). Empirical 

studies have demonstrated that firms investing in DT achieve operational efficiency, faster 

decision-making, and enhanced customer engagement, thereby improving their competitive 

positioning internationally (Yeow et al., 2018). 

However, DT is not merely a technological upgrade but a strategic shift requiring alignment 

with business objectives, cultural transformation, and organizational capability development 

(Kane et al., 2015). Firms that fail to integrate DT with strategy often face digital stagnation 

and cannot leverage the full potential of their investments (Verhoef et al., 2021). 

Competitive Advantage in Global Markets 

Competitive advantage (CA) refers to a firm's ability to deliver superior value to customers 

and achieve a sustainable position relative to competitors. In global markets, CA often 

derives from cost leadership, differentiation, and innovation strategies (Porter, 1985). Digital 

technologies have become critical in enabling these strategies by facilitating automation, 

reducing transaction costs, improving customization, and enhancing global reach. 

Recent studies suggest that DT provides a platform for achieving CA by improving 

operational efficiency (cost leadership) and enabling product and service differentiation 

through digital innovation (Liu et al., 2023). However, the realization of these benefits 

depends on a firm’s strategic approach and adaptability to technological disruptions. 

Mediating Role of Strategic Orientation 

Strategic orientation reflects a firm’s proactive approach toward market opportunities, 

innovation, and resource allocation. DT alone does not guarantee competitive advantage 

unless aligned with strategic objectives, such as cost leadership or differentiation (Bharadwaj 

et al., 2013). Firms adopting digital strategies without clear alignment risk resource 

misallocation and suboptimal outcomes. Therefore, strategic orientation serves as a mediator, 

converting DT capabilities into competitive outcomes (Yeow et al., 2018). 
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Mediating Role of Innovation Capability 

Innovation capability enables firms to leverage DT for product development, process 

improvements, and service enhancements. Digital platforms, AI-driven analytics, and IoT 

technologies generate new opportunities for innovation in design, manufacturing, and 

customer experience (Hess et al., 2016). Firms that combine DT with innovation-oriented 

strategies achieve superior differentiation and customer loyalty, leading to competitive 

advantage in the global markets (Susanti et al., 2023). 

Mediating Role of Organizational Agility 

Organizational agility refers to a firm’s ability to sense, respond, and adapt quickly to 

changing market conditions. Digital technologies support agility by improving information 

flow, enabling real-time decision-making, and facilitating rapid reconfiguration of resources 

(Teece et al., 2016). Agility strengthens the link between DT and competitive advantage by 

allowing firms to exploit emerging opportunities and mitigate risks in volatile global 

environments (Tallon et al., 2019). 

Digitalization as a Boundary-Spanning Tool 

Digital transformation increasingly functions as a boundary-spanning mechanism that enables 

firms to coordinate activities across geographic and institutional boundaries. With the 

integration of digital platforms, AI-enabled data analytics and cloud computing technologies 

into their distributed operations, multinational firms can maintain optimum responsiveness to 

local markets. 

From an international point of business, digitalization helps cut “transaction costs of 

distance” by improving virtual communication, enabling knowledge sharing, and facilitating 

real-time coordination across the global value chains. Digital platforms are used by firms to 

reach global customers, talent, and suppliers by minimizing traditional barriers linked with 

geographic separation (Autio et al., 2018). 

Furthermore, DT help firms alleviate the liability of ‘foreignness’, which means additional 

cost’s that firms incur while operating in foreign markets as a result of cultural differences, 

regulatory body barriers, and informational disadvantages (Luo & Tung, 2007). Wilt the 

application of digital tools like data analytics and cloud-based virtual collaboration systems, 

multinational firms can manage to monitor global operations effectively, can adapt products 

to local consumers, and maintain consistency in service quality across regions. 

Thus, DT not only promotes operational efficiency but also empowers firms to leverage 

global integration with local responsiveness which is a critical capability for organizations to 

achieve sustainable global competitive edge. 

Summary of gaps 

Prior studies have consistently reported a positive association between DT and firm 

performance. However, an integrated framework that can explain the mediating role of 

innovation capability, strategic orientation, and organizational agility function in the 

relationship between DT and competitive advantage, particularly in global contexts, remain 

underdeveloped. The present study draws upon the Dynamic Capabilities Theory and 

Resource-based View to study the processes through which organizations achieve and sustain 

competitive advantage in a digital era. 
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Theoretical Framework and Hypotheses Development 

a) By applying the Dynamic Capabilities Theory and the Resource-based View, a 

conceptual framework has been developed to study the impact of digital transformation 

on global competitive advantage. 

b) RBV Perspective: It has been reported that DT is a ‘valuable, rare, inimitable, and non-

substitutable’ (VRIN) resource that may generate sustainable competitive advantage 

when merged with existing organizational processes and organizational strategies 

(Barney, 1991). 

c) Dynamic Capabilities: Organizations should develop certain capabilities to identify and 

seek digital opportunities through strategic alignment, and realign their resources to 

create value in agile environments (Teece et al., 2016). 

Conceptual Model 

a) IV-Independent Variable: Digital Transformation 

b) DV-Dependent Variable: Global Competitive Advantage 

c) Mediators: Strategic Orientation, Innovation Capability, Organizational Agility 

Figure 1: Theoretical Framework 

Hypothesis Development 

H1: Digital transformation exerts a positive and statistically significant influence on global 

competitive advantage. 

H2: Strategic orientation acts as a mediating mechanism in the relationship between digital 

transformation and global competitive advantage. 

H3: Innovation capability mediates the association between digital transformation and global 

competitive advantage. 
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H4: Organizational agility serves as a mediator linking digital transformation to global 

competitive advantage. 

H5: The joint influence of strategic orientation, innovation capability, and organizational 

agility amplifies the positive effect of digital transformation on global competitive advantage. 

RESEARCH METHODOLOGY 

Research Design 

This research employs a quantitative, cross-sectional survey design to investigate the 

influence of digital transformation on global competitive advantage, with strategic 

orientation, innovation capability, and organizational agility examined as mediating variables. 

Structural Equation Modeling (SEM) is applied to empirically assess the proposed 

relationships within the conceptual framework. 

Sample and Data Collection 

The target population consists of managers and senior executives from multinational 

companies (MNCs) operating in technology-intensive and service-driven industries. 

Purposive sampling was employed, focusing on decision-makers involved in digital strategy 

implementation. 

a) Sample Size: 300 respondents 

b) Response Rate: 82% (246 valid responses analyzed) 

c) Data Collection Method: Online structured questionnaire 

Measures 

a) Digital Transformation (DT): Adapted from Verhoef et al. (2021), measuring technology 

integration, process digitalization, and digital culture. 

b) Global Competitive Advantage (GCA): Based on Porter’s (1985) framework—market 

share, differentiation, and cost efficiency. 

c) Strategic Orientation (SO): Adopted from Narver& Slater (1990), covering market 

orientation and innovation orientation. 

d) Innovation Capability (IC): Adapted from Calantone et al. (2002)—product, process, and 

service innovation. 

e) Organizational Agility (OA): Based on Tallon & Pinsonneault (2011), focusing on 

sensing and responding capabilities. 

All items were measured on a five-point Likert scale (1 = strongly disagree; 5 = strongly 

agree). 

RESEARCH OBJECTIVES 

a) To examine the direct influence of digital transformation on global competitive 

advantage. 

b) To analyze the mediating role of strategic orientation in converting digital capabilities 

into competitive outcomes. 

c) To evaluate how innovation capability facilitates the translation of digital initiatives 

into differentiated products and services. 

d) To assess the role of organizational agility in enabling firms to respond to dynamic 

global market conditions. 
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e) To determine which organizational capability most strongly influences the 

relationship between digital transformation and global competitive advantage. 

Questionnaire Design 

The structured questionnaire consisted of five sections corresponding to the key constructs in 

the conceptual framework: digital transformation, strategic orientation, innovation capability, 

organizational agility, and global competitive advantage. Measurement items were adapted 

from previously validated scales to ensure reliability and construct validity. 

Examples of items included: 

Digital Transformation 

a) Our organization extensively uses digital platforms to coordinate global operations. 

b) Data analytics is integrated into strategic decision-making. 

c) Digital technologies support cross-border collaboration. 

Organizational Agility 

a) Our organization quickly adapts to changes in global market conditions. 

b) Management rapidly reallocates resources in response to emerging opportunities. 

Global Competitive Advantage 

a) Our firm achieves superior market performance compared with international 

competitors. 

b) Our digital capabilities enable us to serve customers across global markets more 

efficiently. 

Respondents were asked to rate each item using a five-point Likert scale. The questionnaire 

was pre-tested with ten industry experts to ensure clarity and relevance. 

DATA ANALYSIS AND RESULTS 

Descriptive Statistics 

The results indicate that all constructs record relatively high mean values (between 3.85 and 

4.18), reflecting a broad consensus among respondents regarding the favorable role of digital 

transformation and associated capabilities in enhancing global competitiveness. Additionally, 

the comparatively low standard deviation values suggest a high degree of response 

consistency across the sample. 

Table 1: Descriptive Statistics 

Variable Mean SD 

Digital Transformation (DT) 4.12 0.61 

Strategic Orientation (SO) 3.98 0.67 

Innovation Capability (IC) 3.85 0.72 

Organizational Agility (OA) 4.05 0.65 

Global Competitive Advantage (GCA) 4.18 0.58 

 



 

162 
 

Volume – 17, Number – 1, January-December 2025 

Table 2: Reliability Analysis (Cronbach’s Alpha) 

Construct Items Α 

Digital Transformation 8 0.91 

Strategic Orientation 6 0.89 

Innovation Capability 5 0.88 

Organizational Agility 6 0.9 

Global Competitive Advantage 4 0.87 

Interpretation: All measurement constructs demonstrate Cronbach’s alpha coefficients 

exceeding the recommended threshold of 0.70, confirming strong internal consistency and the 

reliability of the measurement scales. 

Table 3: Correlation Matrix 

Variable DT SO IC OA GCA 

DT 1     

SO 0.71 1    

IC 0.68 0.74 1   

OA 0.73 0.69 0.72 1  

GCA 0.76 0.7 0.67 0.75 1 

 

Interpretation: The correlation analysis reveals that all relationships are statistically 

significant at the 0.01 level, indicating robust positive associations among the study variables. 

Notably, digital transformation exhibits the strongest correlation with global competitive 

advantage, underscoring its pivotal role in enhancing organizational competitiveness. 

Structural Equation Modeling (SEM) Results 

Model Fit Indices: 

a) Chi-square/df = 2.41 

b) CFI = 0.958 

c) TLI = 0.950 

d) RMSEA = 0.052 

e) SRMR = 0.046 
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Figure 2: Structural Model with Path Coefficients 

 

Table 4: Hypotheses Testing via SEM 

Hypothesis Path Β p-value 

H1 DT → GCA 0.32 0.001 

H2 DT → SO 0.41 0 

H3 DT → IC 0.39 0 

H4 DT → OA 0.43 0 

H5 SO → GCA 0.21 0.004 

H6 IC → GCA 0.18 0.009 

H7 OA → GCA 0.27 0.002 

 

Interpretation: Empirical results indicate that all proposed hypotheses (H1–H7) receive 

empirical support. Digital transformation demonstrates a substantial direct influence on 

global competitive advantage (β = 0.32, p < 0.001) and also exerts meaningful indirect effects 

through strategic orientation, innovation capability, and organizational agility. The mediating 

variable, organizational agility has the most influence (β = 0.27), emphasizing the fact that it 

enables firms to respond rapidly to changing global environments. 

DISCUSSION 

One of the most important findings of the study is that organizational agility (β = 0.27) has a 

stronger influence on global competitive advantage compared to innovation capability (β = 

0.18). This finding suggests that the organization’s ability to reconfigure its resource and 

adapt rapidly in a highly volatile and digitally disrupted global environment may be of more 

value than the ability to just innovate. 



 

164 
 

Volume – 17, Number – 1, January-December 2025 

While innovation capability (IC) allows organizations to innovate and create new products 

and services, organizational agility enables them to respond rapidly to market shifts, 

international regulatory changes, and the competitive pressures. To be specific, innovation 

may create opportunities, but agility may determine how effectively organizations capitalize 

on them. 

This finding in sync with Teece (2016), reports how dynamic capabilities sense, seize, and 

realign available opportunities in uncertain business environments. In contrast Porter’s (1985) 

cost leadership framework, which emphasizes on efficiency and scale, the present findings 

indicate that digital-era of competitiveness may increasingly depend on the adaptive 

capabilities of the firms rather than cost-based advantages. 

Therefore, the organizations competing in the global markets may priorities the development 

of dynamic organizational structures equally supported by digital technologies that can 

enable them to hinge rapidly to ever evolving market conditions. 

IMPLICATIONS 

Theoretical Implications 

This study tends to advance the Resource-Based view by integrating dynamic capabilities 

viewpoint within the context of DT and global competitive advantage. The findings disclose 

that strategic planned orientation, innovative capability, and organizational agility may 

function as key processes that may convert digital investments into measurable competitive 

outcomes. Through this empirical study, the research supports RBV and Dynamic 

Capabilities Theory backed the conceptual framework by examining digital strategy and the 

global context of competitiveness. 

Managerial Implications 

From a managerial point of view, the results underscore the need to use digital transformation 

as a holistic organizational initiative. Simply implementing new technologies is not 

sufficient; instead, organizations must inculcate the habit of integrating digital efforts 

supported by aligned strategies, innovative capabilities, and agile organizational strategic 

practices like, 

a) Align an organization’s digital initiative with their long-term strategic plans. 

b) Adapt a culture of innovation to evaluate and explore digital tools creatively. 

c) Integrate agility into organizational structures that can respond rapidly to dynamic 

environmental uncertainties. 

Organizations should focus upon capability development along with technological adoption, 

while ensuring that digital tools are optimally balanced for strategic and operational 

excellence, so that they can maximize global competitiveness. 

LIMITATIONS AND FUTURE RESEARCH 

One of the key limitations of this study is the application of cross-sectional design, which 

limits the ability of the study to report causality between variables. Longitudinal research 

designs in future research should be used to assess the impact of DT on other variables over 

time. Secondly, the sample is limited to certain industries and regions, and so generalizability 

of results is not possible. The future research direction would include comparisons across 

industries and countries to improve external validity. Thirdly, future research may explore 

other mediating factors such as digital leadership, knowledge management capability and 
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cultural readiness, along with moderating variables like regulatory environment, firm size, or 

environmental uncertainty. 

CONCLUSION 

As this research highlights the fact that while DT may play a pivotal role in strengthening 

global competitive advantage, its effect is dependent upon various factors like strategic 

alignment, strong innovation capability and organizational agility. When these driving factors 

are studied together, firms are better prepared to balance digital initiatives and maintain their 

leadership in the international markets. Overall, the findings focus upon a capability-oriented 

perspective, whereby digital investments are supported by adaptive capabilities to effectively 

manage a fast-evolving scenario of global business. 

This research adds to the literature by showing how digital transformation alone cannot 

guarantee competitive advantage; but its effectiveness also depends on some other 

complementary organizational capabilities. The findings highlight organizational agility as 

the most critical factor that helps firms to translate their digital investments into global 

competitiveness, hence, extending existing body of research on digital strategy along with 

dynamic capabilities. 
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