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    ABSTRACT

    This study examines organizational agility as a mediator between digital transformation and competitive advantage in Gorontalo's creative industry (fashion, crafts, culinary). Using a quantitative causal-explanatory design with 120 purposively sampled respondents, data were analyzed via PLS-SEM. Results show digital transformation does not directly affect competitive advantage (β = -0.028; p = 0.877) but significantly enhances organizational agility (β = 0.834; p < 0.001). Organizational agility significantly influences competitive advantage (β = 0.680; p < 0.001) and fully mediates the relationship (β = 0.568; p = 0.001). The model explains 69.6% of agility variance and 43.2% of competitive advantage variance. We conclude digital transformation alone is insufficient; agile capabilities are essential for sustainable competitive advantage in dynamic markets.
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INTRODUCTION


The digital era has
fundamentally changed the landscape of the global economy, not only shifted
conventional business models but also created new economic sectors based on
ideas and creativity, known as the creative industries (Bux
et al., 2025). This sector has been widely recognized as a driver of
innovation and economic growth, significantly contributing to gross domestic
product and job absorption in various countries (Dias
et al., 2025). In Indonesia, the creative industry has become one of the
priority sectors for national economic development, and Gorontalo Province has
significant potential within it (Latif
& Ardi, 2022). With its unique local cultural wealth such as
traditional weaving (Karawo cloth), carving arts, local resource-based cuisine,
and performing arts, Gorontalo holds social and cultural capital that can be
capitalized into high-value creative products (Isima
et al., 2023). The development of the fashion, craft, and culinary
sub-sectors shows a positive trend and has become a new economic pillar in the
region (Laisa & Rosidi, 2023).
However, amidst this potential, creative industry players in Gorontalo face
significant challenges to compete not only in the local market but also
nationally and internationally (Sahrain, 2025).


Globally, the
creative industry faces fundamental challenges in achieving sustainable
competitive advantage in the digital era (My, 2023).
Various recent studies reveal a significant research gap regarding how this
sector can effectively transform creativity into superior economic value in a
volatile market. First, there is the paradox of innovation productivity.
Research by Krisiukėnienė
& Pilinkienė (2023) highlights that although creative
businesses are inherently associated with innovation, there is still a lack of
theoretical and empirical models to evaluate innovation performance
productivity in this sector. The synergy between creativity and the economy
indeed forms the theory of the creative industry, yet the process of how
creativity is translated into productive innovation that impacts
competitiveness remains a "black box" that needs to be opened.
Secondly, other studies such as Mahrinasari et al.
(2024) highlight the gap in technology adoption and digital
capabilities. Although digital technology offers great opportunities for market
expansion and efficiency, the level of adoption and strategic utilization is
still uneven. Many players in the creative industry may have adopted digital
tools separately, but have not yet integrated them into their core business
strategies to create unique value (Dong
& Zhang, 2025). Third, studies focusing on sustainable
business models and specific issues in the creative industry, such as the
research by Bozhikin et al. (2024) and (Dias et al. 2025), implicitly point to uncharted
mediation mechanisms. There is still debate and inconclusive empirical evidence
regarding whether digital transformation directly enhances competitive
advantage, or whether its impact is mediated by other organizational
capabilities, such as organizational agility Zhang et
al. (2023).











This fundamental issue then becomes relevant
to study in the specific context of the creative industry in Gorontalo
Province. At the local level, these issues manifest in the form of a digital
divide and dynamic market pressures (Arifa
& Nasution, 2024). The adoption of digital technology by
creative industry players in Gorontalo is still uneven; many entrepreneurs,
especially Micro, Small, and Medium Enterprises (MSMEs) in the creative sector,
still use conventional methods in production, marketing, and sales (Tarape & Mardiana, 2025).
On the other hand, consumer preferences are changing rapidly, with products
from outside the region featuring fresher designs and competitive prices easily
entering the market, and expectations for digital experiences are increasing (AlNuaimi et al., 2022). To survive and excel,
business operators must not only possess resources but also have the ability to
integrate, build, and reconfigure those resources into a dynamic capability (Guo & Zhang, 2024). In
this context, creative industry players in Gorontalo are required not only to
undergo digital transformation but also to develop organizational agility,
which is the ability to move quickly, flexibly, and adaptively in responding to
market and technological changes (Ahmad et al., 2026).
In other words, there is a gap between the existing potential for digital
transformation and the industry's ability to agilely implement it to achieve
competitive advantage.


Based on the aforementioned issues, this
research proposes a model for enhancing competitive advantage for the creative
industry in Gorontalo Province thru a dynamic capability approach. The proposed
solution does not only focus on the adoption of technology (digital
transformation) in isolation but also on the development of internal
organizational capabilities, namely organizational agility. This research will
examine how digital transformation can directly influence competitive advantage
and the role of organizational agility as a mediating variable. Thus, the expected
solution is a comprehensive understanding that investment in digital technology
must be balanced with the development of agile organizational culture and
processes in order to create sustainable competitive advantage for the creative
industry in Gorontalo.


The literature review underlying this
research shows a strong relationship between the variables. The study by Martos-Pedrero et al. (2025) shows that digital
transformation, which includes changes in strategy, business models, and
technology-based operational processes, can be a source of competitive
advantage, supporting the hypothesis of a direct influence of digital
transformation on competitive advantage. The dynamic capabilities theory (Teece, 2010) asserts that agile companies are able
to sense opportunities and threats and quickly seize those opportunities by
reconfiguring their assets, which ultimately enhances competitiveness; this
supports the hypothesis of the influence of organizational agility on
competitive advantage. Literature also shows that the adoption of digital
technology can enhance organizational agility by enabling real-time information
access, better collaboration, and process automation Sambamurthy
et al. (2003), thus digital transformation is suspected to have a positive
impact on organizational agility. Furthermore, recent research indicates that
the impact of digital transformation on company performance is often indirect,
mediated by organizational capabilities such as agility (Karimi & Walter, 2015); in other words,
organizational agility is believed to mediate the influence of digital
transformation on competitive advantage.


This research will focus on creative industry
actors in Gorontalo Province, covering priority sub-sectors such as fashion
(specifically Karawo weaving), crafts, and culinary arts. The variables being
studied include digital transformation, organizational agility, and competitive
advantage, with a quantitative approach to test the four formulated hypotheses.
The research work is important and urgent to be conducted for several reasons.
First, from the novelty perspective, there are still limited studies
specifically examining the role of organizational agility as a mediating
variable in the context of the creative industry in developing regions such as
Gorontalo Province, thus this research offers a contextual dynamic capability
perspective. Second, practically, the results of this research are expected to
provide evidence-based recommendations for creative industry practitioners
regarding priority strategies, as well as for local governments in designing
targeted intervention programs to enhance the competitiveness of the local
creative industry. Third, theoretically, this research will enrich the
literature on dynamic capabilities by examining the model of the relationship
between digital transformation, organizational agility, and competitive
advantage in the specific context of the creative industry in Eastern
Indonesia. Thus, the research titled "Digital Transformation and
Competitive Advantage in the Creative Industry in Gorontalo Province: A Dynamic
Capabilities Perspective" becomes highly relevant and significant to be
conducted.


 


LITERATURE
REVIEW


Digital
Transformation


The definition of
digital transformation continues to evolve along with the rapid adoption of
technology across various business sectors. Fundamentally, digital
transformation is understood as a fundamental change driven by digital
technology that not only automates existing processes but also radically alters
the scope of business, business models, and the value offered to customers. Wessel et al. (2025) mention that this topic has
become an important theme in various fields, emphasising that digital transformation
goes beyond changes at the organisational level and touches on market and
societal aspects broadly. Kao et al. (2024)
define it as an adaptive strategy that helps organisations improve operations
and customer experience to remain competitive, while highlighting the
challenges in creating a universal taxonomy and assessment model. Meanwhile, Toscano Jara et al. (2023) view it as a complex
concept with an understanding that continues to evolve, influenced by
technological, organisational, and environmental factors. From a broader
perspective, Dąbrowska et al. (2022)
propose a definition that transcends the organisational level, namely
"socio-economic changes across individuals, organisations, ecosystems, and
society shaped by the adoption and utilisation of digital technology." Rojas-Segura et al. (2023) attempt to provide a
formal conceptual definition, namely "a process aimed at improving society
by triggering significant changes in the company's business model using digital
technology." With these diverse perspectives, it can be concluded that
digital transformation is not merely the adoption of technology, but rather a
strategic and holistic journey that reshapes the way organisations operate,
compete, and create value.


 


Organizational Agility


Organizational
agility is defined as the fundamental ability of an organization to sense
changes in its environment and respond to them quickly, flexibly, and
adaptively to survive and excel in dynamic and uncertain market conditions. Motwani & Katatria (2024)
in a comprehensive literature review define organisational agility as the
ability of an organization to respond to market needs quickly through the
processes of sensing, renewing, adapting, and succeeding in a turbulent market.
Ames et al. (2025) offer a more measurable
perspective, defining an agile organization as one that has the capacity to
move with greater flexibility, higher speed, or both simultaneously relative to
its competitors. Vaszkun & Sziráki
(2023) in their systematic review highlight the characteristics,
advantages, and tensions created by agility at the organisational level, as
well as providing insights for executives in organisational design
decision-making. Malatyinszki et al. (2024)
view agility as a multi-faceted management and organisational philosophy, not
just a collection of practices, which serves as a strategy for managing change.
Jayampathi (2025) in his systematic study
identifies that organisational agility is a strategy that can enhance a
company's ability to survive in ever-changing market conditions and address
emerging entrepreneurial opportunities. Furthermore, Lillie
et al. (2024) emphasise that organisational agility is crucial for
organisations to thrive in a dynamic business environment, but its achievement
is significantly influenced by the sociotechnical context of the organization.


 


Competitive Advantage


   Competitive advantage is at the core
of business strategy and is defined as the company's ability to create higher
economic value compared to its competitors. Kalmus et
al. (2024) attempt to fill the gap in managerial conceptualisation by
identifying and describing 135 specific sources that enable companies to
achieve higher economic value, although often managed intuitively. Urbanek (2023) provides a more precise definition by
proposing that the primary reference in creating sustainable competitive advantage
is the creation of value for customers and the capture of value for the
company, with a secondary role of outperforming competitors. He also proposes
the ratio of enterprise value to invested capital (EV/IC) as a definitive
measure. Rozhko & Aloshyn (2024)
define competitive advantage as the characteristics or consumer properties of a
product or brand that provide the company with an advantage over its
competitors, either through more affordable prices or higher quality with
additional services. Meanwhile, Alghamdi
& Agag (2024) in their longitudinal study examine how
data-driven innovation capabilities and marketing agility play a role in
achieving competitive advantage, especially amidst market turbulence. Tlemsani et al. (2024) offer a more philosophical
approach, examining the grand narrative of competition and redefining
competitive advantage as a blueprint of risks and rewards, emphasising that the
grand model consists of many toy models that connect actors and events. With
this diversity of perspectives, it is clear that competitive advantage is a
dynamic and multifaceted concept, driving companies to continuously innovate
and adapt.


 


Hypotheses
of Research



The following hypotheses are proposed in this
study, which is informed by the theoretical frameworks and literature reviewed
above: 


H1:
     Digital
Transformation Is Influential in Increasing Competitive Advantage in the
Creative Industry.


H2:
     Digital
Transformation Is Influential in Improving Organizational Agility.


H3:
     Organizational
Agility is influential in increasing Competitive Advantage in the creative
industry.


H4:
     Organizational
agility mediates the relationship between Digital Transformation and
Competitive Advantage in the creative industry.
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Figure 1.
Conceptual Framework


 


METHODOLOGY


Research Design


This research uses a quantitative approach
with a causal-explanatory design. This design was chosen because the main
objective of the research is to explain the cause-and-effect relationship and
test the hypothesis regarding the influence of the exogenous variable (Digital
Transformation) on the endogenous variable (Competitive Advantage), both
directly and thru the mediating variable (Organizational Agility). This
approach allows researchers to measure the strength of the relationships
between the variables that have been established based on a solid theoretical
foundation.














 


Population and Sample of the Research


The population in this study consists of all
actors in the creative industry in Gorontalo Province who are engaged in
priority sub-sectors, namely fashion (specifically Karawo weavers and
entrepreneurs), crafts, and culinary. The selection of this sub-sector is based
on its significant contribution to the regional economy and its development
potential in the digital era. The sampling technique used is purposive
sampling. The inclusion criteria established to ensure that respondents have
the capacity and knowledge relevant to the research topic are:


1.     The business
has been operating for at least 2 years.


2.     The business
has had or has used digital technology (e.g., social media for marketing,
e-commerce, digital financial applications, or technology-based production
equipment) in its operational activities.


3.     The
respondent is the business owner, manager, or the main person responsible for
making strategic decisions in the business.


The sample size is determined based on
recommendations for analysis using Structural Equation Modeling (SEM). (Hair et al., 2019) recommend a minimum sample size
of 5-10 times the number of indicators. With an estimated number of indicators
around 20-25 statements, the minimum sample size required is between 100 to 250
respondents. To anticipate incomplete or unreturned questionnaires, this study
targets data collection from 100 to 150 respondents spread across
districts/cities in Gorontalo Province, which is a center for the creative
industry.


 


Data Collection Technique


Primary data in this research was collected
thru survey methods using a questionnaire as the main instrument. The
questionnaire will be designed in a structured manner and distributed directly
(offline) to creative industry practitioners at their business locations or
thru community meetings. To reach a wider range of respondents, an online
distribution option thru Google Form will also be used, with the link shared
thru social media groups of the Gorontalo creative industry community. Before
being widely distributed, the questionnaire will be pre-tested on 30
respondents to assess the validity and reliability of the instrument.


 


Data Analysis Technique


To test the four research hypotheses
involving direct and mediation relationships, the most appropriate analysis
technique is PLS-SEM using software such as SmartPLS. PLS-SEM is chosen for its
strong capability in testing complex models (with mediation variables) and does
not require the assumption of normal data distribution.


 














 


RESEARCH RESULT


Measurement Model


Table 1. Outer Loading and Measurement
Model



 
  	
  Variable

  
  	
  Code

  
  	
  Outer Loading

  
  	
  Cronbarch’s alpha

  
  	
  Composite Reliability

  
  	
  AVE

  
 

 
  	
  Competitive Advantage

  
  	
  CA 1

  
  	
  0,910

  
  	
  0,944

  
  	
  0,948

  
  	
  0,816

  
 

 
  	
  CA 2

  
  	
  0,919

  
 

 
  	
  CA 3

  
  	
  0,889

  
 

 
  	
  CA 4

  
  	
  0,919

  
 

 
  	
  CA 5

  
  	
  0,880

  
 

 
  	
  Digital Transformation

  
  	
  DT 1

  
  	
  0,871

  
  	
  0,929

  
  	
  0,946

  
  	
  0,780

  
 

 
  	
  DT 2

  
  	
  0,935

  
 

 
  	
  DT 3

  
  	
  0,914

  
 

 
  	
  DT 4

  
  	
  0,764

  
 

 
  	
  DT 5

  
  	
  0,922

  
 

 
  	
  Organizational Agility

  
  	
  OA 1

  
  	
  0,882

  
  	
  0,923

  
  	
  0,931

  
  	
  0,766

  
 

 
  	
  OA 2

  
  	
  0,930

  
 

 
  	
  OA 3

  
  	
  0,881

  
 

 
  	
  OA 4

  
  	
  0,883

  
 

 
  	
  OA 5

  
  	
  0,796

  
 




Source: Processed Data by
Researchers, 2026


Based on the outer loading
analysis presented in Table 1, all indicators used to measure the variables of
competitive advantage, digital transformation, and organizational agility are
declared valid as they have outer loading values above the threshold of 0.70.
For the competitive advantage variable, all five indicators show very strong
contributions with outer loading values ranging from 0.880 to 0.919, where CA2
and CA4 are the indicators with the highest contribution (0.919), while CA5 has
the lowest value but remains adequate (0.880). Regarding the digital
transformation variable, all indicators also demonstrate good validity with
values ranging from 0.764 to 0.935, with DT2 (0.935) and DT5 (0.922) being the
most dominant indicators, while DT4, despite having the lowest value (0.764),
still exceeds the required minimum threshold. Meanwhile, the organizational
agility variable has indicators with outer loadings between 0.796 and 0.930,
where OA2 is the strongest indicator (0.930) and OA5 the weakest (0.796). With
all outer loading values meeting the > 0.70 criterion, it can be concluded
that all indicators in this model have good convergent validity, thus the
measurement model is declared suitable for use in the next stage of analysis.


Table 2. Discriminant Validity
(HTMT)





 
  	
   

  
  	
  Competitive Advantage

  
  	
  Digital Transformation

  
  	
  Organizational Agility

  
 

 
  	
  Competitive Advantage

  
  	
  -

  
  	
  -

  
  	
  -

  
 

 
  	
  Digital Transformation

  
  	
  0,560

  
  	
  -

  
  	
  -

  
 

 
  	
  Organizational Agility

  
  	
  0,696

  
  	
  0,747

  
  	
  -

  
 







Source: Processed Data by
Researchers, 2026


Table 2 presents the results of
the discriminant validity test using the Heterotrait-Monotrait Ratio (HTMT)
approach, which aims to ensure that each construct in the model is truly
distinct from one another. Based on the recommended criteria, HTMT values should
be below 0.90 to meet discriminant validity, and ideally below 0.85. The
analysis results show that all HTMT values between constructs are below these
thresholds, with the lowest value of 0.560 for the relationship between
competitive advantage and digital transformation, followed by the relationship
between competitive advantage and organizational agility at 0.696, and the
highest value of 0.747 for the relationship between digital transformation and
organizational agility.


 


Table 3. Fornell-Larcker
criterion



 
  	
  	
  Competitive Advantage

  
  	
  Digital Transformation

  
  	
  Organizational Agility

  
 

 
  	
  Competitive Advantage

  
  	
  0,903

  
  	
  	
 

 
  	
  Digital Transformation

  
  	
  0,539

  
  	
  0,883

  
  	
 

 
  	
  Organizational Agility

  
  	
  0,657

  
  	
  0,834

  
  	
  0,875

  
 




Source: Processed Data by
Researchers, 2026


Based on
table 3 the results of the discriminant validity test using the Fornell-Larcker
criterion in the table, it is known that the square root of the average
variance extracted (AVE) for each construct, namely Competitive Advantage
(0.903), Digital Transformation (0.883), and Organizational Agility (0.875) is
all greater than the correlation values between the respective constructs, such
as the correlation between Competitive Advantage and Digital Transformation
(0.539), Competitive Advantage and Organizational Agility (0.657), as well as
Digital Transformation and Organizational Agility (0.834). Therefore, it can be
concluded that the three constructs in this study meet the discriminant
validity criteria, which means each construct is capable of measuring a unique
concept and can statistically be distinguished from other constructs in the
proposed model.


 


Path Coefficients and Significance


Table 4. Structural Model Path
Coefficients



 
  	
   

  
  	
  Original sample (O)

  
  	
  Standard deviation (STDEV)

  
  	
  T statistics (|O/STDEV|)

  
  	
  P values

  
 

 
  	
  Digital Transformation à Competitive Advantage

  
  	
  -0,028

  
  	
  0,183

  
  	
  0,155

  
  	
  0,877

  
 

 
  	
  Digital Transformation à Organizational Agility

  
  	
  0,834

  
  	
  0,035

  
  	
  23,621

  
  	
  0,000

  
 

 
  	
  Organizational Agility à Competitive Advantage

  
  	
  0,680

  
  	
  0,175

  
  	
  3,898

  
  	
  0,000

  
 

 
  	
  Digital Transformation à Organizational Agility à
  Competitive Advantage

  
  	
  0,568

  
  	
  0,164

  
  	
  3,458

  
  	
  0,001

  
 




Source: Processed Data by
Researchers, 2026


Based on the
structural model path coefficients presented in Table 4, the analysis reveals
several significant relationships among the variables. The direct effect of
digital transformation (DT) on competitive advantage (CA) is negative and not
significant (β = -0.028; t = 0.155; P = 0.877), indicating that
digital transformation does not directly influence competitive advantage.
However, digital transformation has a strong positive and significant effect on
organizational agility (OA) (β = 0.834; t = 23.621; P = 0.000),
demonstrating that digital transformation substantially enhances organizational
agility. Furthermore, organizational agility has a positive and significant
effect on competitive advantage (β = 0.680; t = 3.898; P = 0.000),
confirming that increased agility leads to greater competitive advantage. Most
importantly, the indirect effect of digital transformation on competitive
advantage through organizational agility is positive and significant (β =
0.568; t = 3.458; P = 0.001), indicating that organizational agility
fully mediates the relationship between digital transformation and competitive
advantage.


 


Model Evaluation


Table 5. R² Analysis -
Explanatory Power



 
  	
  Construct

  
  	
  R-square

  
  	
  R-square adjusted

  
 

 
  	
  Competitive Advantage

  
  	
  0,432

  
  	
  0,426

  
 

 
  	
  Organizational Agility

  
  	
  0,696

  
  	
  0,694

  
 




Source: Processed Data by
Researchers, 2026


Based on Table 5, the results of
the R-square analysis show the coefficient of determination for each endogenous
construct in the model. The Organizational Agility variable has an R-square
value of 0.696 with an adjusted R-square of 0.694, indicating that 69.6% of the
variance in organizational agility can be explained by the digital
transformation variable. According to Chin's (1998) criteria, this value is
classified as moderate to strong, demonstrating that digital transformation has
substantial predictive power in explaining organizational agility. Meanwhile,
the Competitive Advantage variable has an R-square value of 0.432 with an
adjusted R-square of 0.426, meaning that 43.2% of the variance in competitive
advantage can be explained by digital transformation and organizational
agility. This value falls into the moderate category, indicating that although
the model is reasonably capable of explaining competitive advantage, the
remaining 56.8% of the variance is influenced by other factors outside the
researched model.


 














 


Table 6. f-Square
(f2)



 
  	
   

  
  	
  f-Square (f2)

  
  	
  Interpretation

  
 

 
  	
  Digital Transformation à Competitive Advantage

  
  	
  0,000

  
  	
  Negligible

  
 

 
  	
  Digital Transformation à Organizational Agility

  
  	
  2,286

  
  	
  Large

  
 

 
  	
  Organizational Agility à Competitive Advantage

  
  	
  0,248

  
  	
  Medium

  
 




Source: Processed Data by
Researchers, 2026


The
f-Square (f²) value is used to measure the magnitude of the effect (effect
size) of an exogenous variable on an endogenous variable at the structural
level. According to Cohen (1988), an f² value of 0.02 is categorized as a small
effect, 0.15 as a medium effect, and 0.35 as a large effect. 


Based on
table 6 the effect size (f²) test results in the table, it is known that the
influence of Digital Transformation on Competitive Advantage has an f² value of
0.000, indicating that there is no practical effect or significant contribution
from Digital Transformation in explaining Competitive Advantage at the
structural level. Furthermore, the influence of Digital Transformation on
Organizational Agility shows an f² value of 2.286, which is classified as very large
(large effect) because it far exceeds the 0.35 threshold as the criterion for a
large effect according to Cohen, thus Digital Transformation makes a very
significant contribution to the formation of Organizational Agility. Lastly,
the influence of Organizational Agility on Competitive Advantage has an f²
value of 0.248, which falls into the medium to large effect category (because
it is above 0.15 and close to 0.35), thus Organizational Agility contributes
practically in predicting Competitive Advantage. Overall, the structural model
shows that Digital Transformation has the most dominant role in Organizational
Agility, while the direct influence of Digital Transformation on Competitive
Advantage is not significant in the context of this study. Overall, the
structural model shows that Digital Transformation has the most dominant role
in Organizational Agility, while the direct influence of Digital Transformation
on Competitive Advantage is not significant in the context of this research.


Table 7. Q²
Analysis-Predictive Relevance



 
  	
   

  
  	
  Q2 Predict

  
  	
  Interpretation

  
 

 
  	
  Organizational Innovation
  Capacity

  
  	
  0,277

  
  	
  Medium

  
 

 
  	
  Organizational Productivity

  
  	
  0,688

  
  	
  Large

  
 




Source: Processed Data by
Researchers, 2026


The
Q-Square (Q²) value is used to measure predictive relevance or the predictive
ability of the structural model on the endogenous construct thru the
blindfolding procedure in PLS-SEM. According to Hair et al. (2017) and Shmueli
et al. (2016), an endogenous construct is said to have predictive relevance if
the Q² value is greater than 0. Additionally, based on Cohen (2013) guidelines
adapted for Q², a value of 0.02 indicates a small effect, 0.15 a medium effect,
and 0.35 a large effect.


Based on
the results of the predictive relevance (Q²) test on 7, it is known that the Q²
value for the Organizational Innovation Capacity construct is 0.277, while for
the Organizational Productivity construct it is 0.688. Both values are greater
than zero (Q² > 0), indicating that the structural model in this study has
good predictive relevance for both endogenous constructs. Referring to general
criteria, the Q² value of 0.277 falls into the medium predictive relevance
category, while the value of 0.688 falls into the large or strong category.
Thus, the proposed model is able to predict variations in Organizational
Innovation Capacity with reasonable accuracy and is very good at predicting
Organizational Productivity.


 


DISCUSSION


The Role of Digital Transformation in
Enhancing Organizational Agility and Competitive Advantage


Digital transformation has become a
critically important strategic initiative for creative firms seeking to enhance
competitiveness and drive innovation amidst an increasingly competitive
creative economy landscape. In today's digital era, organizational agility the
ability to sense and respond to opportunities and challenges quickly and
efficiently has become a determining factor in the success of creative firms in
maintaining their relevance and competitiveness (Bennett
et al., 2025). The findings of this study demonstrate that digital
transformation has a strong positive and significant effect on organizational
agility (β = 0.834; P < 0.001), confirming that creative firms
adopting digital technologies can substantially enhance their adaptive
capabilities. This result aligns with Khin
& Ho (2019) research, which found that digital technology
orientation positively influences organizational agility and innovation
capability among creative firms in Malaysia. The mechanism underlying this
relationship can be explained through dynamic capability theory (Teece, 2010), where digital transformation enables
creative firms to sense changes in trends, consumer preferences, and new
technologies, and respond quickly through adjustments to their creative
processes and business models.


Regarding competitive advantage, the direct
effect of digital transformation on competitive advantage was found to be
negative and non-significant (β = -0.028; P = 0.877). This finding
suggests that digital technology adoption alone is insufficient to directly
generate competitive advantage for creative firms. This result is consistent
with research by (Cennamo et al., 2018), who
found that in digital creative industries such as the video game industry,
platform technology alone does not provide sustainable competitive advantage;
more important is how firms leverage these technologies to develop unique
capabilities and create differentiated content. This non-significant direct
effect can be explained by the fact that digital technologies are increasingly
accessible and used by all creative industry players, meaning technology
adoption itself no longer serves as a distinctive source of competitive
advantage. Instead, competitive advantage emerges from how creative firms
integrate digital technologies into their creative processes, develop unique
content, and build emotional connections with audiences.














 


Manninen et al. (2024) research on the
performing arts enterprise Darkfield during the COVID-19 pandemic showed that
digital transformation enabled experimentation with innovative digital business
models through the creation of Darkfield Radio, a series of binaural, at-home
audio experiences. However, the long-term success of such digital
transformation heavily depends on organizational dynamic capabilities to adapt
and learn, especially capabilities in sensing opportunities, seizing
opportunities, and transforming business models. These findings underscore that
digital transformation should be viewed not as an end goal, but as an enabler
of higher-order capabilities such as organizational agility that ultimately
drive sustainable competitive advantage in the creative industry.


 


Organizational Agility as a Key Mediator


The most critical finding of this study is
the significant mediating role of organizational agility in the relationship
between digital transformation and competitive advantage within the creative
industry. The indirect effect of digital transformation on competitive
advantage through organizational agility was positive and significant (β =
0.568; P = 0.001), indicating that organizational agility fully mediates
this relationship. This finding suggests that digital transformation
investments in creative firms translate into competitive advantage only when
they successfully enhance the organization's ability to respond swiftly and
effectively to rapidly changing creative trends, consumer preferences, and
technological shifts. This result aligns with recent empirical evidence from
the creative economy sector, where research has demonstrated that creative
firms face unique challenges due to the intangible nature of their outputs and
the constant pressure to innovate (Bennett et
al., 2025). In creative industries such as design, advertising, film,
and digital content production, organizational agility enables firms to pivot
quickly between projects, adapt to client demands, and experiment with new
creative formats. (Bennett et al., 2025) found
that organizational agility significantly influences digital innovation
capability in arts and cultural organizations, with agility affecting
performance indirectly rather than in a straightforward manner.


The mediating role of organizational agility
can be explained through the lens of dynamic capability theory, which is
particularly relevant in creative contexts where innovation and adaptability
are paramount. Liu et al. (2024)  demonstrates
that performing arts enterprises develop dynamic capabilities that enable experimentation
with innovative digital business models, particularly during periods of
environmental turbulence. These dynamic capabilities allow creative
organizations to reconfigure resources rapidly in response to shifting market
demands and emerging creative trends. For creative firms, intangible resources
include creative talent, intellectual property, brand reputation, and client
relationships. Without organizational agility, digital transformation
initiatives such as adopting new creative software, implementing digital
collaboration tools, or developing online portfolios may fail to generate
competitive advantage because organizations cannot adapt their creative
processes and workflows to fully leverage technological investments.


Furthermore, organizational agility enables
creative firms to balance exploration and exploitation activities in the
digital era. Creative industries thrive on the tension between artistic
experimentation (exploration) and commercial viability (exploitation). Research
on operational agility in creative agencies suggests that successful firms move
beyond surface-level Agile practices to build truly adaptive systems, modular
teams, and frictionless workflows that respond in real time to creative needs
and market shifts. Ellis (2025) indicates
that 75% of creative work is now focused on production, making efficiency and
scalability essential for creative teams. Agile creative organizations can
quickly adjust their creative direction, reallocate talent resources, and
modify production processes in response to market feedback, ensuring that
digital investments generate tangible creative and commercial outcomes. This
finding has important implications for creative firms in developing regions,
where digital infrastructure and creative talent may be evolving. The full
mediation effect suggests that creative enterprises should prioritize building
agile capabilities alongside their digital transformation initiatives to ensure
that technology investments translate into sustainable competitive advantage in
the increasingly competitive creative economy.


 


Theoretical Contributions


This study makes several important
theoretical contributions to the literature on digital transformation,
organizational agility, and competitive advantage within the creative industry
context. First, this research advances dynamic capability theory by providing
empirical evidence that organizational agility functions as a higher-order
dynamic capability that fully mediates the relationship between digital transformation
and competitive advantage. While prior research established that digital
transformation triggers sensing and responding capabilities (Zheng, 2025), this study extends these findings by
demonstrating that agility serves as the critical mechanism translating digital
investments into sustainable competitive advantage. Second, this study
contributes to the conceptualization of organizational agility as a
multidimensional construct. (Gong &
Ribiere, 2025) conceptualized agility as comprising workforce,
operational, and network agility, finding it fully mediates intellectual
capital's effect on digital transformation effectiveness. Our study extends
this by demonstrating that agility similarly mediates the digital
transformation-competitive advantage relationship, suggesting agility functions
as a generic mediating mechanism enabling organizations to leverage various
strategic resources into performance outcomes. Third, this research makes a
novel contribution by identifying the full mediation effect of organizational
agility, challenging assumptions about direct benefits of digital
transformation. As (Zheng, 2025) notes,
digital transformation enhances customer experience and operations, but these
benefits only translate into competitive advantage when organizations possess
agility to reconfigure resources. Fourth, this study contributes to creative
industry literature by contextualizing dynamic capability theory within this
unique sector.


 














 


Practical Implications


This study offers several practical
implications for creative industry practitioners. First, creative firms should
recognize that digital transformation alone is insufficient for achieving
competitive advantage. Managers must shift focus from merely adopting digital
technologies to developing organizational agility that enables rapid response
to creative trends and market shifts. Second, creative enterprises should
invest in building agile capabilities through flexible team structures, modular
workflows, and adaptive systems that allow real-time adjustment to client
demands. Cella (2025) indicates that 75% of
creative work focuses on production, making efficiency and scalability
essential for creative teams. Third, creative leaders should foster a culture of
experimentation that balances artistic exploration with commercial viability.
Research on operational agility in creative agencies suggests successful firms
move beyond surface-level Agile practices to build truly adaptive systems with
modular teams and frictionless workflows that respond in real time to creative
needs and market shifts. Fourth, for creative firms in developing regions,
where digital infrastructure and creative talent may be evolving, prioritizing
agility alongside digital transformation ensures technology investments
translate into sustainable competitive advantage. Fifth, policymakers
supporting creative economy development should design programs that
simultaneously promote digital adoption and organizational agility development,
recognizing their complementary roles in building competitive creative
industries.


 


CONCLUSIONS AND RECOMMENDATIONS


This study investigated the relationship
between digital transformation, organizational agility, and competitive
advantage in the creative industry context. The findings reveal that digital
transformation does not have a direct significant effect on competitive
advantage. However, digital transformation significantly enhances
organizational agility, which in turn positively influences competitive advantage.
Most importantly, organizational agility fully mediates the relationship
between digital transformation and competitive advantage, indicating that
digital transformation investments only translate into competitive advantage
when they successfully develop organizational agility. The model explains 69.6%
of the variance in organizational agility and 43.2% of the variance in
competitive advantage, demonstrating substantial explanatory power. These
findings underscore that in the creative industry, characterized by rapid trend
changes and constant innovation pressure, developing agile capabilities is
essential for leveraging digital technologies into sustainable competitive
advantage. Creative firms must therefore prioritize building organizational agility
alongside their digital transformation initiatives to remain competitive in an
increasingly dynamic creative economy.


 














 


ADVANCED RESEARCH


This study has several limitations that open
avenues for future research. First, the research employed a cross-sectional
design, capturing data at a single point in time, which limits causal
inferences. Future studies should employ longitudinal designs to examine how
the mediating role of organizational agility evolves over time as creative
firms progress through digital transformation stages. Second, the study focused
specifically on the creative industry sector in a developing region context,
which may limit generalizability to other industries or geographical contexts.
Future research should test the model across different creative subsectors
(e.g., film, design, advertising, performing arts) and in both developed and
developing economies to assess contextual variations, following the approach of
Manninen et al. (2024) who examined performing
arts enterprises across different contexts. Third, this study examined
organizational agility as a unidimensional construct in the mediation analysis.



Following Gong & Ribiere (2025) multidimensional
conceptualization, future research should explore whether specific agility
dimensions (workforce agility, operational agility, network agility) play
differential mediating roles in the digital transformation-competitive
advantage relationship. Fourth, the study did not consider potential moderating
variables that might strengthen or weaken the mediated relationships. Future
research could examine factors such as environmental dynamism, organizational
culture, creative leadership styles, or market turbulence as moderators. Fifth,
the use of self-reported data may introduce common method bias. Future studies
should incorporate objective performance metrics and multi-source data
collection to enhance validity. Finally, qualitative research approaches, such
as in-depth case studies of successful creative firms, could provide richer
understanding of how organizational agility develops and operates in practice,
complementing the quantitative findings of this study and extending the
qualitative insights provided by Manninen et al.
(2024) and Zheng (2025).
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