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Abstract 
 

The purpose of this study was to understand the mediating role of dynamic capabilities and the moderating role of ambidexterity in the 

relationship between innovation capabilities, entrepreneurial capabilities, and strategic performance. The study was conducted in the 

context of the Central Bank of India, and data were collected based on a survey-based questionnaire. The branches of the Central Bank of 

India located in Delhi, Mumbai, Chennai, Kolkata, Bangalore, and Lucknow were targeted, and a sample of 222 respondents was collect-

ed. Using Partial Least Squares – Structural Equation Model, the study found that both innovation capabilities and entrepreneurial capa-

bilities have a significant impact on dynamic capabilities and strategic performance. Furthermore, the study found that dynamic capabili-

ties have a significant impact on strategic performance. The study found that dynamic capabilities significantly mediate the impact of 

innovation capabilities and entrepreneurial capabilities on strategic performance. In addition, the study found that ambidexterity positive-

ly moderates the impact of innovation capabilities on dynamic capabilities, while it has no moderating role for the impact of innovation 

entrepreneurial capabilities on strategic performance. However, the study found that ambidexterity does not moderate the impact of dy-

namic capabilities on strategic performance. 

 
Keywords: Ambidexterity; Dynamic Capabilities; Entrepreneurial Capabilities; Innovation Capabilities; Strategic Performance. 

1. Introduction 

Among twelve public sector banks in India, the Central Bank of India (CBI) remains in 10th position based on market capitalization. 

(Malali & Gopalakrishnan, 2020). On June 14, 2024, the Reserve Bank of India (RBI) imposed a penalty of Rs 1.45 crore (Indian Ru-

pees) on CBI for non-compliance with certain directions related to loans and advances and customer protection. (Times, 2024). It reflects 

the negligence by the management of CBI, which is evident in the limited strategic performance. Over the past decade, CBI has been 

struggling with increasing non-performing assets (NPAs) (Pasunoori et al., 2024) and declining profitability as compared to other public 

sector banks in India (Gupta & Mahakud, 2020). 

The return on assets (ROA) and NPAs are two significant challenges to the strategic performance of CBI. According to the data of March 

2024, CBI has an NPA ratio of 14.81% which is one of the highest in the public sector banks in India. (Pasunoori et al., 2024). The high-

est ratio of NPAs reflects the inability of the CBI to recover its loans and the inappropriate working of the risk management framework. 

Moreover, ROA for CBI was reported as 44% in 2023, while it is reported as 63% in 2024 (Report, 2024). Whereas ROA for CBI was 

30% in 2022 (Report, 2024). Although the bank has improved its efficiency in dealing with ROA, it has no sustainability. Therefore, the 

poor performance in dealing with ROA reflects the inability of CBI in strategic decision-making and asset management. (Kanoujiya et 

al., 2023). Similarly, Jayaraman and Bhuyan (2020) Found that the government's weak profitability has affected the capital and perfor-

mance of CBI, which reflects the hardship for banks to meet the regulatory requirements without the support of the government. 

Furthermore, the operational inefficiencies of CBI have further exacerbated its problems. (Dua, 2023). RBI disclosed that CBI is spend-

ing significantly more on operations relative to its income, reducing its competitiveness and limiting its ability to invest in new technolo-

gies or expand its services. However, digital transformation, which has become crucial for financial institutions worldwide, remains slow 

in CBI, which limits its reach in the growing fintech market. (R et al., 2021). A major challenge for CBI is the limited growth in its credit 

portfolio. While the Indian banking industry as a whole experienced a credit growth rate of 15% in FY 2023, CBI recorded a much lower 

growth rate of 7.6% (Report, 2024). This is a concerning indicator of its weakening ability to extend loans and participate actively in the 

nation's credit ecosystem. The slower credit growth is reflective of risk aversion due to high NPAs and inefficient capital allocation strat-

egies. (Mohan & Ray, 2023).  

Moreover, Jena (2022) Discussed that CBI is facing technology failures in recent years, particularly on mobile and internet platforms. 

These failures have been attributed to a lack of talented tech professionals, inadequate testing of banking apps, and legacy systems that 
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are unable to perform adequately. (Goswami & Gulati, 2022). According to Shankar et al. (2020)The central bank’s 2022 ombudsperson 

scheme annual report shows that customers submitted a total of 44,385 complaints related to mobile and electronic banking. Therefore, it 

is considered that the Indian banking management lacks strategic performance to integrate modern technology effectively to provide 

effective services. (Kaur et al., 2021). 

Accordingly, the strategic performance of the CBI is a practical problem that needs rapid action. (Pasunoori et al., 2024). According to 

Manohar et al. (2020)There is a need for CBI to adopt a more innovative and strategic approach to remain competitive in the market. 

Besides, Malali and Gopalakrishnan (2020) Discussed that there is a need to adopt modern technology and new business models for Indi-

an public sector banks to improve their strategic performance. However, Pasunoori et al. (2024) Pointed out that there is a need for dif-

ferent capabilities for the management of CBI to address the issues of transparency, accountability, sustainability, and strategic perfor-

mance. According to Gupta and Mahakud (2020)The improvement of the strategic performance of CBI is a challenge in practice and the 

literature. 

The above discussion concludes that the CBI has faced significant challenges in strategic performance, primarily due to a combination of 

regulatory inefficiencies. (Gupta, 2023), poor management practices (Sharma & Choubey, 2022), and economic volatility (Choithani et 

al., 2024). The rapid pace of technological advancements has also exposed traditional banks to competition from nimble fintech compa-

nies, highlighting a lag in digital transformation and customer service innovation. These factors, coupled with the lack of a coherent 

long-term strategic vision, have impeded the sector’s ability to adapt and thrive in a rapidly changing economic landscape. Consequently, 

the strategic performance of CBI has often fallen short of expectations, necessitating comprehensive reforms and stronger regulatory 

oversight to ensure sustainable growth and stability. (Pasunoori et al., 2024). 

Prior studies have consistently emphasized the importance of examining innovation capabilities, entrepreneurial capabilities, and dynam-

ic capabilities in the context of the Indian banking sector's strategic performance. (Chatterjee et al., 2023). Researchers have highlighted 

that innovation capabilities are crucial for banks to develop new products, enhance customer experiences, and stay competitive in a tech-

nology-driven market. (Kolapo et al., 2021). Entrepreneurial capabilities have been identified as essential for fostering a culture of agility 

and proactive decision-making, enabling banks to navigate complex regulatory landscapes and economic uncertainties effectively. (Sari 

et al., 2023). Furthermore, dynamic capabilities include the ability to sense opportunities, seize them, and transform organizational pro-

cesses, which are seen as vital for sustaining long-term competitive advantage. (Singh & Rao, 2017).  

According to Gallego-Gomez and De-Pablos-Heredero (2020)These capabilities allow banks to remain resilient and adaptable amidst 

rapid market changes. On the other hand, there is also a knowledge gap in the literature as ambidexterity is not tested as a moderating 

variable between the relationship of innovation capabilities, entrepreneurial capabilities, dynamic capabilities, and strategic performance 

of the banking sector. Hence, this is a researchable phenomenon to test ambidexterity as a moderator in the relationship between innova-

tion capabilities, entrepreneurial capabilities, dynamic capabilities, and strategic performance of banks. The Indian banking sector’s stra-

tegic performance issues, including high levels of non-performing assets and slow adoption of digital transformation, underscore the 

need for a comprehensive understanding of how these capabilities interact and influence overall performance. 

1.1. Research Objectives 

The objectives of this research are given below. 

RO1: To measure the impact of innovation capabilities on dynamic capabilities and strategic performance. 

RO2: To measure the impact of innovation capabilities on strategic performance. 

RQ3: To measure the impact of entrepreneurial capabilities on dynamic capabilities and strategic performance. 

RQ4: To measure the impact of entrepreneurial capabilities on strategic performance. 

RQ5: To measure the impact of dynamic capabilities on the strategic performance. 

RQ6: To analyze the mediating role of dynamic capabilities in the relationship between innovation capabilities and strategic perfor-

mance. 

RQ7: To analyze the mediating role of dynamic capabilities in the relationship between entrepreneurial capabilities and strategic perfor-

mance. 

1.2. Research Significance 

This research is significant theoretically as it addresses the gaps in the literature by measuring the relationship between innovation capa-

bilities, entrepreneurial capabilities, dynamic capabilities, and strategic performance of the banking sector. The study also examines am-

bidexterity as a moderator in the relationship between innovation capabilities, entrepreneurial capabilities, dynamic capabilities, and 

strategic performance of the banking sector. The study tests ambidexterity as a moderating variable for the first time on the relationship 

between innovation capabilities and the strategic performance of banks. Meanwhile, the study is also significant as it contributes to the 

dynamic capabilities theory. The study also has practical importance as it will help the management of Indian public sector banks. It is 

critical to highlight factors that are necessary to improve the strategic performance of the banking sector. Hence, practitioners and poli-

cymakers of the Indian banking sector will benefit from this research to understand the importance of innovation capabilities, entrepre-

neurial capabilities, and dynamic capabilities to improve the strategic performance of banks. Similarly, the findings of this research can 

be generalized to make policies for improving the banking sector in similar economies. 

2. Review of Literature 

2.1. The Underpinning Theory 

The dynamic capabilities theory was presented by David J. Teece (Teece et al., 1997). This theory was presented to highlight the ability 

of any firm to integrate, build, and reconfigure its internal and external competencies to seize new opportunities while addressing the 

rapidly changing environment. Furthermore, dynamic capabilities theory focuses on the learning of the firms. This theory clearly focuses 

on the changing market environment by integrating the new practices in business work. (Teece, 2020). 

Dynamic capabilities focus on both exploratory and exploitative activities. (Suddaby et al., 2020). The exploratory activities are based on 

factors such as searching for new opportunities and experimenting with new technologies. However, the exploitative activities are based 

on factors such as refining and optimizing existing processes and capabilities of the firms. Balancing both exploratory and exploitative 
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activities is essential for the sustainable success of the firms. Teece (2016) Emphasized that the ability of firms to foster a dynamic capa-

bilities mindset in the employees is crucial for an organization to remain agile and responsive to change.  

Likewise, the dynamic capabilities of firms vary from industry to industry. (Teece, 2010). Hence, the firms can develop a strategic orien-

tation that helps them not only survive but thrive in a dynamic environment. Entrepreneurial capabilities in the banking industry involve 

the proactive identification and exploitation of market opportunities. (Abdurrahman et al., 2024). According to Kori et al. (2021)Banks 

with entrepreneurial and solid capabilities are better positioned to introduce new financial products, explore untapped markets, and navi-

gate regulatory changes. 

2.2. Research Framework 

The framework developed by this research is grounded on the underpinning of dynamic capability theory. Dynamic capabilities theory is 

used for the underpinning of the research framework because the independent variables (innovation capabilities and entrepreneurial ca-

pabilities) and mediating variable (dynamic capabilities) are considered as a cause that has an effect, which is conceptualized as the de-

pendent variable (strategic performance). To sum up, the underpinning of dynamic capability theory in the proposed research framework 

is both pertinent and essential for explaining the relationships among the variables. This theory asserts that an organization’s ability to 

integrate, build, and reconfigure internal and external competencies is critical for sustaining a competitive advantage in dynamic envi-

ronments. (Arranz et al., 2020). In this context, dynamic capabilities are conceptualized as the mediating factor that connects organiza-

tional resources, such as innovation and entrepreneurial capabilities, to strategic performance outcomes. Hence, the framework of this 

research is presented in Figure 1. This framework highlights five direct relationships, two mediating relationships, and three moderating 

relationships. 

 

 
Fig. 1: Research Framework Explaining Direct, Mediating, and Moderating Hypotheses. 

2.3. Hypothesis Development 

Strønen et al. (2017) Pointed out that dynamic capabilities are improved when the firm can innovate and meet the requirements of the 

market. Vu (2020) Reported that the innovation capabilities of any firm's employees make it possible to integrate the internal and exter-

nal resources for the required achievements of goals. Ferreira et al. (2020) Established that the dynamic capabilities of the firms are used 

for improving business performance, but the role of innovation capabilities improves their worth. According to Valdez-Juárez and Cas-

tillo-Vergara (2021)Innovation capabilities help to develop business practices positively, which are reliable for achieving the organiza-

tional goals. Teece (2020) Emphasized that dynamic capabilities are interrelated to entrepreneurial capabilities. Therefore, the following 

hypothesis is developed. 

H1: There is a relationship between innovation capabilities and dynamic capabilities. 

Chen et al. (2021) Found that the performance of firms can be improved if the management has the capabilities to work innovatively. 

Meanwhile, Broadstock et al. (2020) Reported that the approach to the invention in work and market is a significant factor in improving 

the performance of the business. Sawaean and Ali (2020) Confirmed that innovation is key to having a CA that is helpful to meet the 

goals of reliable performance. However, Migdadi (2020) Reported that strategic performance is a reliable way to improve business prac-

tices among competitors, but it is improved with innovation capabilities and business performance. Accordingly, Valdez-Juárez and Cas-

tillo-Vergara (2021) Emphasized work on innovative ways to achieve the organizational goals. Hence, the following hypothesis is devel-

oped. 

H2: There is a relationship between innovation capabilities and strategic performance. 

Abu-Rumman et al. (2021) Reported that the entrepreneurial capabilities for business practices are necessary to achieve profitability in 

firms. Furthermore, Randhawa et al. (2021) Pointed out that entrepreneurial capabilities are strategically helpful for the innovation of 

products and services in the market by any venture. Matarazzo et al. (2021) Pointed out that the dynamic capabilities of firms are helpful 

to achieve the goals set by the management of organizations, which can achieve a sustainable profit in business. However, S. K. Singh et 

al. (2022) Reported that the entrepreneurial capabilities and dynamic capabilities are used to improve the performance of the business 

strategically. Khan et al. (2020a) Emphasized that the employees of modern businesses should have reliable capabilities to improve their 

performance. Therefore, the following hypothesis is developed. 

H3: There is a relationship between entrepreneurial capabilities and dynamic capabilities. 

AlTaweel and Al-Hawary (2021) pointed out that entrepreneurial capabilities are helpful for businesses to introduce new products and 

services in the market. Sawaean and Ali (2020) confirmed that the business performance is affected by the achievement of entrepreneuri-

al capabilities by any firm. According to Lestari et al. (2020), when a firm is performing well comparatively, it can achieve success in 

business. Meanwhile, Ali et al. (2020) confirmed that strategic advancement in business practices is possible when the firms meet the 

market requirement with innovation. Therefore, Nakku et al. (2020) also highlighted the role of entrepreneurial capabilities as a game-

changer for business. Hence, the following hypothesis is developed. 
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H4: There is a relationship between entrepreneurial capabilities and strategic performance. 

According to Mikalef et al. (2020)Dynamic capabilities are helpful to upgrade the work of employees according to the modern require-

ments. Furthermore, Teece (2020) Reported that the integration of new technologies and working codes for the employees can improve 

their performance strategically. The study Suddaby et al. (2020) Highlights that dynamic capabilities are considered a key to improving 

the firm’s performance. Besides, Mikalef, van de Wetering, et al. (2021) Pointed out that the dynamic capabilities of the business are 

improved over time when strategically advanced practices are adopted by the management. Meanwhile, Khan et al. (2020a) Reported 

dynamic capabilities should be considered as a way forward to achieve success with business sustainability. Therefore, the following 

hypothesis is developed. 

H5: There is a relationship between dynamic capabilities and strategic performance. 

S. K. Singh et al. (2022) Pointed out that the role of dynamic capabilities is helpful to lead firms towards innovation and performance. 

Meanwhile, the study Robertson et al. (2023) Highlighted that the dynamic capabilities of firms are improved over time when employees 

are motivated by research and development. Khan et al. (2020b) Pointed out that dynamic capabilities are helpful for businesses to get 

away from outdated knowledge. However, Mikalef et al. (2020) Confirmed that the availability of dynamic capabilities in firms helps to 

improve business performance while focusing on innovation. Buccieri et al. (2020) Pointed out that innovation and dynamic capabilities 

are necessary for better business practices. Hence, the following hypothesis is developed. 

H6: There is a mediating role of dynamic capabilities in the relationship between innovation capabilities and strategic performance. 

The study Randhawa et al. (2021) Reported that business practices are improved in the market with entrepreneurial skills. Furthermore, 

Soluk et al. (2021) Reported that entrepreneurial skills are helpful for the business to advance and compete with other firms in the mar-

ket. Hence, Bitencourt et al. (2020) Mentioned that the employees’ skills are necessary to make their performance effective in dealing 

with different challenges. Furthermore, Mikalef, Pateli, et al. (2021) Reported that the innovation integration capabilities should be de-

veloped in the employees to improve their performance strategically. Ciampi et al. (2021) Confirmed that the entrepreneurial mindset of 

the employees helps to get better performance of the business. Therefore, the following hypothesis is developed. 

H7: There is a mediating role of dynamic capabilities in the relationship between entrepreneurial capabilities and strategic performance. 

According to Farzaneh et al. (2022)The learning of firms is necessary to achieve sustainability in business practices. Meanwhile, He and 

Wu (2022) Reported that the firms that have the appropriate ability to deal with the significant issues can work strategically to improve 

business practices. Furthermore, Zhou et al. (2021) Reported that the innovation of firms and their performance in the market is possible 

with sustainable business development. Therefore, Ferreira et al. (2021) Pointed out that ambidexterity in organizational practices is nec-

essary for improving the efficiency of the employees. Besides, Yuan et al. (2021) Reported that ambidexterity is helpful for the strategic 

development of business practices and improving business performance. Hence, the following hypothesis is developed. 

H8: There is a moderating role of ambidexterity in the relationship between innovation capabilities and dynamic capabilities. 

Sijabat et al. (2021) Pointed out that ambidexterity is a useful strategy for firms to focus on entrepreneurial capabilities. Furthermore, 

Peng et al. (2019) Highlighted that ambidexterity is a reliable way for the improvement in the strategic performance of a business. Cep-

tureanu et al. (2022) Confirmed that employees need continuous learning and adaptation of entrepreneurial skills that are critical to im-

prove their performance. Rono et al. (2021) Emphasized that every organization should have a focus on ambidexterity to achieve sustain-

ability in business. Besides, Elidjen et al. (2022) Reported that organizational ambidexterity can be utilized to boost the entrepreneurial 

capabilities of the firms. Therefore, the following hypothesis is developed. 

H9: There is a moderating role of ambidexterity in the relationship between entrepreneurial capabilities and dynamic capabilities. 

The research He et al. (2022) Highlighted that ambidexterity is helpful for the strategic performance of business and sustainable practices 

development. However, Shafique et al. (2022) Emphasized that organizational ambidexterity is needed when new practices are required 

to meet the new market requirements. Meanwhile, Yunita et al. (2023) Confirmed that the dynamic capabilities of businesses are helpful 

for sustainable practices to meet the requirements of the market. Kim et al. (2019) Pointed out that organizational ambidexterity is help-

ful to achieve the organizational goals, which is crucial to advance strategic performance. Besides, Andrade et al. (2021) Also asserted 

that organizational ambidexterity should be the main focus of management for adapting to dynamic capabilities. Hence, the following 

hypothesis is developed. 

H10: There is a moderating role of ambidexterity in the relationship between dynamic capabilities and strategic performance. 

3. Methodology 

3.1. Research Design 

This research is based on a deductive approach where the theoretically developed hypotheses were tested by collecting data from re-

spondents. This research used quantitative data, and a survey-based approach was considered for the collection of data. The research 

collected one-time data from the respondents to measure the relationships between variables by considering descriptive and inferential 

data. Therefore, a cross-sectional method of data collection was used to collect one-time data for this research. 

3.2. Population of The Study 

This research measured the relationship between innovation capabilities, entrepreneurial capabilities, dynamic capabilities, ambidexteri-

ty, and strategic performance of the Central Bank of India. The number of branches of the Central Bank of India in six (6) metropolitan 

cities is reported in Table 1. The branch managers were considered participants in this research. The branches of these banks were con-

sidered for data collection. Hence, these participants were considered for data collection with the survey-based method. 

 
Table 1: Branches of the Central Banks of India in Metropolitan Cities 

No Metropolitan Cities Branches 

1 Delhi 125 

2 Chennai 49 

3 Kolkata 86 
4 Mumbai 146 

5 Bangalore 55 

6 Lucknow 37 
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3.3. Sample Size 

Hair et al. (2021) Discussed, power analysis is the best way to measure the appropriate sample size as it is considered the largest number 

of predictors in the model to provide a sample size. The guidelines by Memon et al. (2020) We followed a power analysis method for 

sample size determination. The determined sample size for this research is 92. However, the sample size of this research was doubled to 

reduce the measurement error and non-response bias. Therefore, the minimum sample size of the current research was 184. 

3.4. Measurements 

In current research, the strategic performance of the Central Bank of India was measured using a scale developed by Mohamad et al. 

(2012). This scale consists of 10 items, which include return on assets, return on sales, employment growth, and labor productivity; 

whilst the latter comprises the items on sales revenue growth, profitability, market share, customer satisfaction, and customer loyalty. 

The scale items are modified and reformed to fit the context of the Central Bank of India. 

The scale items for measuring IC are adapted from Calantone et al. (2002). The scale is adapted to fit the context of this research. The 

content of the scale is not changed, but the language is also improved to collect data on the Likert scale. In this research, IC was meas-

ured using a scale consisting of six (06) items. 

The scale items for measuring entrepreneurial capabilities are adapted from Cuevas-Vargas et al. (2019). The scale is adapted to fit the 

context of this research. Meanwhile, this scale is multidimensional and has been used by previous studies. Cuevas-Vargas et al. (2019). 

The scale has three dimensions: innovation, proactivity, and risk-taking. In this research, entrepreneurial capabilities were measured us-

ing a scale consisting of seven (10) items. There are four (04) items to measure innovation, three (03) items to measure risk-taking, and 

three (03) items to measure proactivity. 

The scale items for measuring dimensions are adapted from Singh and Rao (2016). Besides, this scale is multidimensional and has been 

used by previous studies. (Singh & Rao, 2016). The scale has four dimensions: learning capabilities, integration capabilities, reconfigura-

tion capabilities, and alliances management capabilities. In this research, entrepreneurial capabilities were measured using a scale con-

sisting of twenty-one (21) items. There are four (04) items to learning capabilities, four (04) items to integration capabilities, four (04) 

items to reconfiguration capabilities, and nine (09) items to measure alliances management capabilities. 

The scale items for measuring ambidexterity are adapted from Singh and Rao (2016). Meanwhile, this scale is multidimensional. The 

scale has two dimensions: exploitation learning and exploration learning. In this research, ambidexterity was measured using a scale 

consisting of ten (10) items. There are five (05) items to measure exploitation learning and five (05) items to measure exploration learn-

ing. 

3.5. Sampling Technique 

The population of this study consisted of the branch managers of the Central Bank of India. The research frame of this study was the 

directory of branch managers of the Central Bank of India. However, the data was collected from the different branches located in six 

metropolitan cities. The branches of the Central Bank of India in metropolitan cities (Delhi, Mumbai, Chennai, Kolkata, Bangalore, and 

Lucknow) were visited for data collection. In this research, a probability sampling design was used because of the high generalization of 

the findings. Therefore, a simple random sampling technique was used for sampling, as each element in the population of the study 

would have an equal chance to be considered for the data collection. 

3.6. Data Collection Procedure 

Data collection of this research was based on some steps. To begin with, the branches of the Central Bank of India were visited physical-

ly to get information regarding the availability of population. The branches of the Central Bank of India located in Delhi, Mumbai, 

Chennai, Kolkata, Bangalore, and Lucknow were visited by the researcher. Furthermore, the “data collection letter” was presented to the 

branch managers of the Central Bank of India to get consent for data gathering. Likewise, the assistance of the bank management was 

taken to approach the target population of this research for the administration of the questionnaire. Meanwhile, the questionnaires were 

printed for the collection of data. The information regarding the purpose of this research was delivered to the respondents before data 

collection. They were assured that the personal information would be used for this research purpose only. 

The respondents were informed about the questionnaire and the time for data collection. In this research, 310 printed questionnaires were 

distributed to the respondents to collect data. In response, only 243 respondents provided the questionnaires with filled responses. During 

the preliminary analysis, 21 responses were rejected due to missing values and inconsistencies in the data. The purpose of screening and 

deleting inappropriate responses was to reduce any kind of potential bias in the findings of this research. However, the study obtained 

222 responses for this research with a percentage of 71.61%. 

4. Data analysis and Findings 

4.1. Demographic Analysis 

The study also analyzed demographic data using SPSS 30. In the demographic analysis, the study analyzed age, gender, education level, 

work experience, and position of the respondents. Regarding age, the study found 28% of the respondents were between 20 and 25 years, 

while 23% were between 26 and 30 years. However, the study found that 9% of the respondents were between 31 and 35 years, and 10% 

of the respondents were between 36 and 40 years. In addition, the study found that 13% of respondents were between 41 and 45 years, 

and 17% were above 45 years. On the other hand, the study analyzed the data and found that 43% of respondents were male, while 57% 

of the respondents were female. 

Regarding education level, the study found that 29% of the respondents had a Bachelor's, while 71% of the respondents had a Master's or 

PhD. Moreover, the study analyzed data related to the work experience and found that 16% of the employees had experience of less than 

three years, while 84% had experience of more than 3 years. Finally, the data related to the position of the employees was analyzed, and 

the study confirmed 17% of the respondents were senior managers, 46% were branch managers, and 37% were involved in other posi-

tions and responsibilities. The respondents’ profile-related information is shown in Table 2. 
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Table 2: Respondents' Profile 

Variable Level Frequency Total Proportion 

Age 20 - 25 Years 63 222 28% 
 26 - 30 Years 52 222 23% 
 31 - 35 Years 19 222 9% 
 36 - 40 Years 21 222 10% 
 41 - 45 Years 29 222 13% 
 Above 45 Years 38 222 17% 

Gender Male 95 222 43% 
 Female 127 222 57% 

Education Level Bachelor 64 222 29% 
 Master/PhD 158 222 71% 

Work Experience Less than 3 Years 35 222 16% 
 More than 3 Years 187 222 84% 
Position Senior Manager 38 222 17% 
 Branch Manager 101 222 46% 

  Other 83 222 37% 

4.2. Measurement Model Assessment 

The measurement model was assessed using Smart PLS 4. This software is used for robust findings of the study (see Figure 2). The 

measurement model refers to the implicit or explicit model that relates the latent variable to its indicators (Hair Jr et al., 2020). 

The measurement model is used to analyze the internal consistency reliability, individual items’ reliability, and convergent validity with 

average variance extracted (AVE) findings. (Hair et al., 2017). Measurement model assessment is also useful to assess discriminant va-

lidity. However, this study used the Heterotrait-Monotrait (HTMT) method and the Farnell and Larcker (F&L) method to assess the dis-

criminant validity of the data.  

During the assessment of factor loadings, the value for some items was less than 0.70. According to Hair et al. (2011)Factor loadings 

values above 0.70 should be considered significant. Therefore, some of the items having factor loadings less than 0.70 were deleted to 

achieve the significant threshold for convergent validity. Once the convergent validity was achieved, the instruments, even with low fac-

tor loadings reported below 0.70, remained in the measurement model assessment. (Murad et al., 2025). The assessment of convergent 

validity is explained in the next section. 

 

 
Fig. 2: Measurement Model Assessment. 

 
IC = Innovation Capabilities, EC = Entrepreneurial Capabilities, DC = Dynamic Capabilities, SP = Strategic Performance, and AY = Ambidexterity. 

4.3. Internal Consistency Reliability 

The internal consistency reliability was assessed by using composite reliability and Cronbach’s alpha values. The findings of composite 

reliability and Cronbach’s alpha are shown in Table 4.5. According to Hair et al. (2017)A composite reliability value above 0.70 is re-

ported as significant. While Sekaran and Bougie (2016) Discussed that Cronbach’s alpha value above 0.70 is accepted as a significant 

threshold. According to Hair et al. (2022)The rule of thumb of Cronbach’s alpha and composite reliability confirms the internal con-

sistency reliability. The findings confirmed that both Cronbach’s alpha and composite reliability were achieved, confirming the internal 

consistency reliability. 

4.4. Convergent Validity 

In the measurement model assessment, convergent validity is achieved with the AVE value. According to Hair et al. (2010), all con-

structs in a model should have an AVE value above 0.50, which is a rule of thumb for the determination of convergent validity. The find-

ings reported in Table 4.5 confirmed that convergent validity was significantly established as all constructs had an AVE value above 

0.50. Therefore, the study found that internal consistency reliability and convergent validity were significantly established in this study. 

The findings of convergent validity, internal consistency, and composite reliability are reported in Table 3. 
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Table 3: Convergent Validity 

Construct Items Factor Loadings Cronbach's alpha Composite reliability Average variance extracted 

AY AY1 0.788 0.886 0.906 0.521 
 AY2 0.751    

 AY3 0.807    
 AY5 0.770    

 AY6 0.746    

 AY7 0.692    
 AY8 0.696    

 AY9 0.623    
 AY10 0.591    

DC DC8 0.597 0.900 0.918 0.506 
 DC10 0.627    
 DC11 0.631    

 DC13 0.592    

 DC15 0.747    
 DC16 0.762    

 DC17 0.782    

 DC18 0.757    
 DC19 0.736    

 DC20 0.783    

 DC21 0.767    

EC EC1 0.778 0.932 0.942 0.621 
 EC2 0.777    

 EC3 0.803    
 EC4 0.791    

 EC5 0.797    

 EC6 0.770    
 EC7 0.796    

 EC8 0.768    

 EC9 0.817    
 EC10 0.783    

IC IC1 0.835 0.907 0.928 0.683 
 IC2 0.792    
 IC3 0.855    

 IC4 0.828    

 IC5 0.806    
 IC6 0.841    

SP SP1 0.807 0.936 0.945 0.634 
 SP2 0.797    
 SP3 0.796    

 SP4 0.810    

 SP5 0.777    
 SP6 0.807    

 SP7 0.816    

 SP8 0.766    
 SP9 0.798    

  SP10 0.785       

IC = Innovation Capabilities, EC = Entrepreneurial Capabilities, DC = Dynamic Capabilities, SP = Strategic Performance, and AY = Ambidexterity. 

4.4. Discriminant Validity 

This study used the HTMT ratio to measure discriminant validity. It is a method to investigate discriminant validity with a robust meth-

od. (Henseler et al., 2015). According to Henseler et al. (2015)Discriminant validity is confirmed in the data when the HTMT ratio for all 

constructs is less than 0.90. The study found that the highest HTMT ratio was 0.552, which is below 0.90. Hence, the rule of thumb for 

discriminant validity was significantly established, confirming the reliability of the data. The findings of the HTMT ratio are shown in 

Table 4. 

 
Table 4: Heterotrait-Monotrait Ratio 

Construct AY DC EC IC SP 

AY      

DC 0.161     

EC 0.099 0.476    

IC 0.079 0.552 0.420   

SP 0.071 0.552 0.517 0.488   

IC = Innovation Capabilities, EC = Entrepreneurial Capabilities, DC = Dynamic Capabilities, SP = Strategic Performance, and AY = Ambidexterity. 

 

Furthermore, some researchers recommended investigating discriminant validity with the Fornell and Larcker (F&L) method. (Fornell & 

Larcker, 1981). According to Hair et al. (2011)“To guarantee the discriminant validity, the square root of the AVE measures must be 

higher than all the correlations among all the constructs.” The findings of discriminant validity with the F&L method confirmed a signif-

icant achievement in the rule of thumb. Hence, the findings described in Table 5 found that the discriminant validity for this research 

model was significantly achieved. Hence, the data were considered appropriate for structural model assessment. 
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Table 5: Fornell and Larcker 

Construct AY DC EC IC SP 

AY 0.721     

DC 0.156 0.711    

EC 0.070 0.435 0.788   

IC -0.026 0.499 0.386 0.826  

SP -0.024 0.511 0.486 0.454 0.796 

IC = Innovation Capabilities, EC = Entrepreneurial Capabilities, DC = Dynamic Capabilities, SP = Strategic Performance, and AY = Ambidexterity. 

4.5. Structural Model Assessment 

The assessment of the structural model was performed after confirmation of the reliability and validity of the data with measurement 

model assessment. It is also critical to describe the relationship between the variables of the study. However, the important criteria for 

assessment of structural model are based on coefficients of determination (R2), effect size (f2), predictive relevance (Q2), and path coeffi-

cients. 

4.6. Coefficient of Determination 

The predictive power of the research model is also tested by the coefficient of determination (R2). According to Hair et al. (2017)The 

established rule of thumb for the coefficient of determination is based on the field of study and the complexity of the model. Renaud and 

Victoria-Feser (2010) highlighted, “the value of R2 0.67 is substantial, 0.33 is moderate, and 0.19 is weak.” The findings of determina-

tion highlighted that exogenous constructs of this study have 39% variation in the dependent variable, strategic performance. While the 

exogenous constructs have 35% variation in the variable “dynamic capabilities”. Hence, the study found that the predictive power of the 

independent variables for the dependent variable is moderate. The findings of the coefficients of determination are reported in Table 6. 

 
Table 6: Coefficient of Determination 

Construct R-square R-square adjusted 

DC 0.357 0.342 

SP 0.390 0.376 

DC = Dynamic Capabilities and SP = Strategic Performance. 

4.7. Assessment of Effect Size 

In any research model, it is imperative to investigate the effect size. According to Hair et al. (2017)The effect size is used to determine 

the effect of independent variables on the dependent variables. Cohen (1988) Highlighted that the effect size (f2) value of 0.02 is small, 

0.15 is medium, and 0.35 is large. Similarly, if the effect size value is less than 0.02, it is considered that there is no effect of the inde-

pendent variable on the dependent variable. The study found that the effect of dynamic capability was reported as small on strategic per-

formance (f2 = 0.102).  

On the other hand, the effect of entrepreneurial capabilities (f2 = 0.108) and innovation capabilities (f2 = 0.036) was also reported as 

small on strategic performance. In addition, the effect size of entrepreneurial capabilities was reported as small on dynamic capabilities 

(f2 = 0.110), while the impact of innovation capabilities was reported as large on dynamic capabilities (f2 = 0.175). The findings of the 

effect size are shown in Table 7. 

 
Table 7: Effect Size 

Construct DC SP 

DC  0.102 
EC 0.110 0.108 

IC 0.175 0.036 

IC = Innovation Capabilities, EC = Entrepreneurial Capabilities, DC = Dynamic Capabilities, SP = Strategic Performance, and AY = Ambidexterity. 

4.8. Assessment of Predictive Relevance 

Using Smart PLS 4, the PLS Blindfolding method was used to determine the predictive relevance of the model. For this purpose, the 

examination of a cross-validated redundancy approach was used to check the predictive relevance. According to Hair et al. (2017)The Q2 

value above zero (0) reflects that the model has significant predictive relevance for the endogenous construct based on reflective meas-

urements. The findings of this study confirmed that the endogenous construct “strategic performance” achieved the Q2 value above 0, 

which is considered a significant predictive relevance for the model. The findings of predictive relevance are presented in Table 8 and 

Figure 3. 

 
Table 8: Predictive Relevance 

Construct SSO SSE Q² (=1-SSE/SSO) 

AY 1998 1998 0.000 

DC 2442 2019.484 0.173 

EC 2220 2220 0.000 
IC 1332 1332 0.000 

SP 2220 1682.2 0.242 

IC = Innovation Capabilities, EC = Entrepreneurial Capabilities, DC = Dynamic Capabilities, SP = Strategic Performance, and AY = Ambidexterity. 
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Fig. 3: Predictive Relevance Assessment. 

 
IC = Innovation Capabilities, EC = Entrepreneurial Capabilities, DC = Dynamic Capabilities, SP = Strategic Performance, and AY = Ambidexterity. 

4.9. Path Coefficients 

According to Wong (2013)The assessment of the structural model is to investigate the inter-relationship between the variables. The struc-

tural model assessment was performed with the PLS Bootstrapping method, where a significance level of 0.05 and 5000 sub-samples 

were used. The findings are reported in Table 9 and Figure 4. 

The empirical findings of H1 confirmed that the relationship between innovation capabilities and dynamic capabilities is accepted (β = 

0.371, t = 6.328, and p = 0.000). The empirical findings of H2 confirmed that the relationship between entrepreneurial capabilities and 

dynamic capabilities is accepted (β = 0.177, t = 2.621, and p = 0.009). The empirical findings of H3 confirmed that the relationship be-

tween entrepreneurial capabilities and dynamic capabilities is accepted (β = 0.294, t = 5.098, and p = 0.000). The empirical findings of 

H4 confirmed that the relationship between entrepreneurial capabilities and strategic performance is accepted (β = 0.293, t = 4.424, and p 

= 0.000). The empirical findings of H5 confirmed that the relationship between dynamic capabilities and strategic performance is accept-

ed (β = 0.308, t = 4.309, and p = 0.000). Hence, H5 was supported in this study.  

The findings of H6 (β = 0.114, t = 3.547, and p = 0.000) confirmed that the mediating role of dynamic capabilities between innovation 

capabilities and strategic performance was supported. The findings of H7 (β = 0.090, t = 3.367, and p = 0.000) confirmed that the mediat-

ing role of dynamic capabilities between entrepreneurial capabilities and strategic performance was supported. 

 

 
Fig. 4: Structural Model Assessment. 

 
IC = Innovation Capabilities, EC = Entrepreneurial Capabilities, DC = Dynamic Capabilities, SP = Strategic Performance, and AY = Ambidexterity. 

 

The empirical findings of H8 confirmed that there is a significant and acceptable moderating role of ambidexterity in the relationship 

between innovation capabilities and dynamic capabilities (β = 0.134, t = 2.060, and p = 0.039). Hence, the study found that with the 

moderating interaction of ambidexterity, the impact of innovation capabilities is positively improved on dynamic capabilities. Figure 5 

graphically highlights the moderating interaction of ambidexterity on the relationship between innovation capabilities and dynamic capa-

bilities. The study confirmed that ambidexterity strengthens the positive relationship between innovation capabilities and dynamic capa-

bilities. 
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Fig. 5: Moderating Interaction of Ambidexterity between Innovation Capabilities and Dynamic Capabilities. 

 

However, the empirical findings of H9 confirmed that the moderating interaction of ambidexterity on the relationship between entrepre-

neurial capabilities and dynamic capabilities was not supported (β = -0.121, t = 1.853, and p = 0.064). Therefore, H9 was not supported 

in this research. Finally, the study tested H10, which stated that there is a moderating role of ambidexterity in the relationship between 

dynamic capabilities and strategic performance. The statistical findings confirmed that the moderating role of ambidexterity between 

dynamic capabilities and strategic performance was not supported (β = 0.086, t = 1.613, and p = 0.107). Therefore, the study found that 

the H10 was not supported by the findings. 

 
Table 9: Path Coefficients 

Hypothesis Paths Original sample Standard deviation T statistics P values Decision 

H1 IC -> DC 0.371 0.059 6.328 0.000 Supported 

H2 IC -> SP 0.177 0.068 2.621 0.009 Supported 

H3 EC -> DC 0.294 0.058 5.098 0.000 Supported 
H4 EC -> SP 0.293 0.066 4.424 0.000 Supported 

H5 DC -> SP 0.308 0.071 4.309 0.000 Supported 

H6 IC -> DC -> SP 0.114 0.032 3.547 0.000 Supported 
H7 EC -> DC -> SP 0.090 0.027 3.367 0.001 Supported 

H8 AY x IC -> DC 0.134 0.065 2.060 0.039 Supported 

H9 AY x EC -> DC -0.121 0.065 1.853 0.064 Not Supported 
H10 AY x DC -> SP 0.086 0.053 1.613 0.107 Not Supported 

IC = Innovation Capabilities, EC = Entrepreneurial Capabilities, DC = Dynamic Capabilities, SP = Strategic Performance, and AY = Ambidexterity. 

5. Discussion and Conclusion 

The findings of the current study confirmed a significant relationship between innovation capabilities and dynamic capabilities (H1). 

This supports the earlier proposition of Strønen et al. (2017), who noted that firms capable of innovating are better equipped to develop 

dynamic capabilities. Vu (2020) Similarly, it is emphasized that innovation capabilities enhance a firm's ability to integrate internal and 

external resources to achieve organizational goals. The current result also aligns with Ferreira et al. (2020), who identified innovation as 

a vital driver that enhances the effectiveness of dynamic capabilities. Thus, the study reinforces the theoretical assertion that innovation 

capabilities are foundational to the firm’s capacity to respond to changing environments through dynamic capabilities. 

The acceptance of H2 in the study indicates that innovation capabilities significantly impact strategic performance. This finding corrobo-

rates the conclusions of Chen et al. (2021), who observed that innovation-driven firms tend to perform better due to their adaptability. 

Additionally, Broadstock et al. (2020) Reported that innovation in product and process contributes positively to firm performance. The 

study by Sawaean and Ali (2020) Also supports this result by demonstrating that innovation is critical for achieving competitive ad-

vantage and long-term success. Therefore, the current research validates that innovation capabilities are an essential asset for organiza-

tions aiming to enhance their strategic performance. 

The findings revealed a significant positive relationship between entrepreneurial capabilities and dynamic capabilities (H3). This is con-

sistent with Abu-Rumman (2021), who argued that entrepreneurial capabilities drive profitability by promoting resource utilization and 

adaptability. Randhawa et al. (2021) Added that these capabilities support product and service innovation, thus facilitating the develop-

ment of dynamic responses. Moreover, Matarazzo et al. (2021) and A. Singh et al. (2022) Emphasized the strategic synergy between 

entrepreneurial and dynamic capabilities in enabling sustainable competitive advantage. Hence, the results underscore the idea that entre-

preneurial capabilities are not standalone traits but integral to the configuration of dynamic capabilities. 

H4 was also accepted, indicating a strong association between entrepreneurial capabilities and strategic performance. This finding is in 

alignment with AlTaweel and Al-Hawary (2021), who reported that entrepreneurial traits enable firms to introduce innovative offerings 

that enhance market competitiveness. Additionally, the work of Sawaean and Ali (2020) and Lestari et al. (2020) Supports the idea that 

entrepreneurial capabilities lead to better strategic outcomes by encouraging proactive market responses. Nakku et al. (2020) Further 

positioned these capabilities as game changers in modern business strategy. Collectively, the present findings support the theory that 

entrepreneurial orientation is a crucial determinant of strategic success. 

The positive relationship between dynamic capabilities and strategic performance (H5), confirmed in this study, is in line with the find-

ings of Mikalef et al. (2020) and Suddaby et al. (2020), who considered dynamic capabilities a cornerstone for achieving sustained com-

petitive advantage. Teece (2020) emphasized the role of dynamic capabilities in strategically aligning firm activities with environmental 

demands, while Khan et al. (2020a) Argued that such capabilities are vital for ensuring business sustainability. The alignment of the cur-

rent findings with these prior studies provides robust evidence for the strategic value of dynamic capabilities in navigating complex busi-

ness environments. 
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The study results showed that dynamic capabilities mediate the relationship between innovation capabilities and strategic performance 

(H6). This outcome supports the argument by Singh and Verma (2023), who emphasized the intermediary role of dynamic capabilities in 

linking innovation to outcomes. Mikalef et al. (2020) Confirmed that dynamic capabilities enable firms to transform innovative inputs 

into strategic achievements. Buccieri et al. (2020) Also advocated for considering both innovation and dynamic capabilities as necessary 

for effective business practices. The present findings, therefore, suggest that innovation alone is insufficient without the transformational 

power of dynamic capabilities to generate strategic impact. 

The confirmation of H7 highlights that dynamic capabilities mediate the effect of entrepreneurial capabilities on strategic performance. 

This finding aligns with Soluk et al. (2021), who noted that entrepreneurial skills foster the creation of flexible organizational systems, 

which are further enabled by dynamic capabilities. Randhawa et al. (2021) and Bitencourt et al. (2020) Emphasized that such mediation 

helps convert entrepreneurial intent into concrete performance metrics. This result also validates the view of Mikalef, Pateli, et al. (2021), 

who suggested that dynamic capabilities bridge the gap between entrepreneurial action and organizational outcomes. Therefore, dynamic 

capabilities catalyze leveraging entrepreneurial potential in strategic contexts. 

The results of the study support H8, indicating that ambidexterity significantly moderates the relationship between innovation capabili-

ties and dynamic capabilities. This finding is consistent with Farzaneh et al. (2022) and Ferreira et al. (2021), who highlighted the critical 

role of ambidexterity in enhancing organizational responsiveness to innovation. Ambidexterity allows firms to balance exploration and 

exploitation, enabling them to integrate innovative efforts into their dynamic capability development. Yuan et al. (2021) Emphasized that 

ambidextrous organizations are more adaptable to external pressures and internal transformations, which strengthens their dynamic capa-

bilities. The result affirms the relevance of ambidexterity in ensuring that innovation efforts are effectively internalized and transformed 

into dynamic competencies within the organization, particularly in complex and competitive environments like the banking sector. 

Contrary to expectations, H9 was not supported in this study. This outcome suggests that ambidexterity does not significantly influence 

the strength of the relationship between entrepreneurial capabilities and dynamic capabilities in the given context. This finding diverges 

from prior research by Sijabat et al. (2021) and Ceptureanu et al. (2022), who argued that ambidexterity supports firms in effectively 

channeling entrepreneurial efforts into adaptive capabilities. The lack of support may be attributed to the rigid operational structure in 

public sector banking, where entrepreneurial activities are limited and may not translate directly into dynamic capability development. It 

is also possible that contextual constraints, such as hierarchical decision-making and regulatory barriers, dilute the moderating effect of 

ambidexterity. In the case of CBI, entrenched bureaucratic procedures and multi-layered approval systems often delay decision-making 

and restrict managerial autonomy, making it difficult for entrepreneurial initiatives to be scaled into dynamic capabilities. Moreover, 

regulatory compliance pressures may further discourage experimentation, thereby weakening the potential role of ambidexterity. These 

challenges are consistent with Goswami and Gulati (2022), who highlight how operational inefficiencies and rigid institutional frame-

works in Indian public sector banks hinder innovation and responsiveness. Future studies should examine this relationship in more flexi-

ble or innovation-driven sectors to explore whether organizational context plays a significant role in these dynamics. 

H10 was also not supported, indicating that ambidexterity does not significantly moderate the relationship between dynamic capabilities 

and strategic performance in this study. This contradicts earlier findings by Yunita et al. (2023) and Andrade et al. (2021), who proposed 

that ambidexterity enhances the effectiveness of dynamic capabilities in achieving strategic goals. The current finding suggests that, 

within the context of the Central Bank of India, the presence of ambidexterity does not significantly influence how dynamic capabilities 

translate into strategic performance. One plausible explanation is that in public sector institutions, structural rigidity and risk-averse cul-

tures may limit the ability to simultaneously pursue exploration and exploitation. For CBI in particular, performance-driven use of dy-

namic capabilities may be undermined by outdated processes, procedural bottlenecks, and legacy systems that slow down the implemen-

tation of strategic initiatives. As noted by Goswami and Gulati (2022)Such inefficiencies not only constrain operational agility but also 

reduce the effectiveness of organizational capabilities in driving competitive outcomes. Thus, even when dynamic capabilities exist, the 

inability to deploy them ambidextrously within a highly regulated and hierarchical environment may explain their limited impact on stra-

tegic performance. Future research should consider how institutional constraints or cultural factors might moderate this relationship dif-

ferently across various organizational settings. 

6. Theoretical Implications 

This study contributes to the theoretical development of strategic performance in the banking sector by empirically validating the inter-

play between innovation capabilities, entrepreneurial capabilities, dynamic capabilities, and strategic performance under the lens of Dy-

namic Capabilities Theory. One of the key contributions lies in confirming the mediating role of dynamic capabilities between both in-

novation and entrepreneurial capabilities and strategic performance. This reinforces prior theoretical assumptions that dynamic capabili-

ties serve as a mechanism for transforming core organizational competencies into performance outcomes. 

A novel contribution of this research is the supported moderating role of ambidexterity between innovation capabilities and dynamic 

capabilities, affirming its importance in enhancing adaptability and learning. This finding aligns with theories that position ambidexterity 

as a facilitator of exploration–exploitation balance. However, the non-significant moderating effects of ambidexterity between entrepre-

neurial capabilities and dynamic capabilities, and between dynamic capabilities and strategic performance, challenge existing theoretical 

assumptions. These results suggest that the influence of ambidexterity may be context-dependent, especially in highly regulated or rigid 

environments such as public sector banking. This insight invites scholars to refine the boundaries of ambidexterity’s effectiveness and 

explore its varying impact across organizational structures, sectors, or cultures, contributing to a more nuanced application of dynamic 

capabilities theory in different empirical contexts. 

7. Practical Implications 

The findings offer several practical insights for bank executives, strategists, and policymakers, particularly in the context of public sector 

banking. The study confirms that innovation and entrepreneurial capabilities alone are not sufficient; their influence on performance 

becomes effective when transformed through dynamic capabilities. Managers should therefore invest in strengthening dynamic capabili-

ties such as sensing market shifts, seizing opportunities, and reconfiguring internal resources to remain competitive. Importantly, the 

study shows that ambidexterity strengthens the effect of innovation capabilities on dynamic capabilities. This highlights the need for 

banks to balance exploitation (improving existing services) and exploration (adopting innovation). Managers should create systems and 

leadership practices that allow innovation to be embedded into operational capabilities. Training programs that promote creative thinking 

while also supporting procedural efficiency are essential. 
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However, the lack of significant moderation by ambidexterity in other tested relationships signals that merely promoting dual structures 

may not yield strategic benefits unless supported by appropriate autonomy, incentives, and institutional flexibility. For public sector 

banks, this may mean rethinking rigid bureaucratic processes and fostering a culture where experimentation and adaptability are encour-

aged. Policymakers should support such shifts through regulatory reforms that enable more agile decision-making and performance-

driven governance in the public banking sector. 

In addition, banks can leverage digital transformation initiatives such as adopting advanced analytics, artificial intelligence, and digital 

customer interfaces to enhance sensing and seizing capabilities at scale. Equally important is investment in structured talent development 

programs that cultivate digital literacy, adaptive thinking, and cross-functional collaboration, ensuring employees can fully support trans-

formation efforts. By aligning digital initiatives with human capital strategies, public sector banks can accelerate innovation diffusion 

and sustain long-term competitiveness. 

8. Limitations and Future Directions 

Despite its contributions, this study has several limitations that must be acknowledged. First, the data was collected from a single public 

sector bank, the Central Bank of India, which limits the generalizability of the findings across the broader banking sector in India or 

globally. Second, the study employed a cross-sectional design, capturing responses at one point in time, which restricts the ability to 

assess changes in capabilities and performance over time. Third, the research relies on self-reported data, which may be subject to biases 

such as social desirability or respondent subjectivity. Additionally, while the study tested mediating and moderating effects, it did not 

account for contextual variables such as organizational structure, leadership style, or regulatory changes, which could influence the rela-

tionships studied. 

Future research should consider a longitudinal approach to observe how innovation, entrepreneurial, and dynamic capabilities evolve and 

interact over time. Expanding the sample to include multiple banks, both public and private, would enhance the generalizability of the 

results. Scholars should also explore additional moderating or mediating variables such as digital maturity, organizational culture, or 

market turbulence to deepen understanding. In addition, scholars are also recommended to use other contextual variables such as fintech 

competition, regulatory changes, and market competition to interpret the findings with a better insight. Lastly, qualitative studies could 

complement the quantitative approach to provide richer, more contextualized insights into capability-building and strategic performance 

in banking. 
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