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Abstract  

This research investigates the role of dynamic capabilities in achieving competitive advantage and enhancing 

organizational performance within technology-based SMEs. Specifically, it examines 1) the direct impact of 

organizational dynamic capabilities on competitive advantage, 2) the mediating role of competitive advantage in the 

relationship between dynamic capabilities and performance, and 3) the influence of developing and reconfiguring 

dynamic capabilities on organizational performance in dynamic markets. The study utilized a structured questionnaire, 

distributed electronically to a sample of 400 SMEs of managerial-level employees from small and medium-sized 

enterprises (SMEs) in a technology industry, strategically selected through stratified random sampling to ensure 

representation across diverse business contexts within the technology sector. The questionnaire comprised sections 

measuring adaptability, innovation, resource management, competitive strategies, and performance indicators, 

employing a 5-point Likert scale for responses. Regression analysis was conducted to validate the hypothesized 

relationships among variables. The findings demonstrate a significant positive relationship between dynamic 

capabilities and competitive advantage, showing that organizations with heightened adaptability, innovation, and 

efficient resource management excel in achieving cost leadership, differentiation, and market responsiveness. 

Furthermore, competitive advantage serves as a crucial mediating factor, enabling dynamic capabilities to indirectly 

impact organizational performance by fostering a competitive edge. Continual development and reconfiguration of 

these capabilities were found to positively influence performance, as evidenced by increased market share, innovation 

outcomes, and financial success. This study bridges a critical gap in the academic literature by providing empirical 

evidence of the strategic importance of dynamic capabilities in SMEs and their role in achieving competitive 

advantage and superior performance. The findings offer actionable insights for SME leaders, emphasizing the 

importance of cultivating dynamic capabilities to navigate rapidly evolving, technology-driven markets effectively. 

These contributions enhance the understanding of dynamic capabilities' strategic potential, serving as a valuable 

resource for both researchers and practitioners. 
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Introduction 

 

In today’s rapidly transforming business environment, organizational success hinges on the 

ability to effectively adapt to external changes. The concept of dynamic capabilities, first 

articulated by Teece, Pisano, and Shuen (1997), provides a foundational framework for 

understanding how firms integrate, build, and reconfigure their internal competencies to address 

shifting market demands. These capabilities are widely recognized as the cornerstone of 

organizational agility and resilience, empowering businesses to navigate the complexities of 

technological advancements and dynamic market conditions. However, despite extensive 

scholarship on dynamic capabilities and competitive advantage, a critical gap persists in 

elucidating the precise mechanisms through which these capabilities influence organizational 

performance. This study’s conceptual framework centers on three interrelated variables: dynamic 

capabilities as the independent variable, competitive advantage as the mediating variable, and 
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organizational performance as the dependent variable. Dynamic capabilities are operationalized 

through dimensions such as adaptability, innovation, and resource reconfiguration—key constructs 

that enable organizations to sense emerging opportunities, seize them strategically, and transform 

their resources to sustain competitive advantage. Competitive advantage, characterized by cost 

leadership, differentiation, and market responsiveness, serves as a pivotal conduit through which 

dynamic capabilities impact organizational performance. Performance itself is assessed through a 

multi-faceted lens, incorporating indicators such as financial success, market share, and innovation 

outcomes. The importance of this research is underscored by the unique challenges confronting 

small and medium-sized enterprises (SMEs) in the technology sector. As reported by the World 

Economic Forum (2023), these firms operate within a high-velocity environment marked by 

unprecedented technological disruption and global market volatility. Prior studies, including those 

by Helfat et al. (2020) and Protogerou, Caloghirou, and Lioukas (2020), have established a positive 

relationship between dynamic capabilities and competitive advantage. Yet, the mediating role of 

competitive advantage in translating these capabilities into tangible performance outcomes 

remains largely unexplored. This research addresses this lacuna by focusing on SMEs within the 

technology sector—a domain that thrives on innovation and adaptability to sustain its 

competitiveness. To ensure the rigor and generalizability of the findings, a robust sampling strategy 

was meticulously developed. Given the heterogeneous nature of SMEs in the technology sector, 

stratified random sampling was chosen as the most suitable method. This approach systematically 

categorizes the population into distinct strata based on critical attributes, thereby ensuring balanced 

representation across the diverse subgroups and minimizing potential sampling bias. SMEs within 

this sector exhibit substantial variability in size, market focus, and levels of innovation. 

Stratification ensures that these variations are adequately captured, allowing for a comprehensive 

and nuanced analysis. This method also enhances the external validity of the findings, enabling 

their application to a broader SME population. Furthermore, stratification facilitates the study of 

key subgroups, such as highly innovative SMEs, providing critical insights into how dynamic 

capabilities function in different contexts. The target population comprises SMEs in the technology 

sector, recognized for their reliance on dynamic capabilities to maintain a competitive edge. 

Employing Yamane’s formula (1973) for determining sample size, a total of 400 SMEs was 

selected. This sample size achieves a balance between analytical rigor and resource efficiency, 

maintaining a 95% confidence level while accounting for population heterogeneity. The 

stratification criteria were carefully designed to ensure inclusivity across three key dimensions: 

firm size, reflecting differences in resource availability and capability development; market 

segment, capturing the unique characteristics of niche versus broad-market players; and innovation 

intensity, providing insights into how firms with varying levels of innovation utilize their dynamic 

capabilities. A comprehensive and reliable industry database was used to compile the sampling 

frame, and firms were randomly selected within each stratum to maintain objectivity and eliminate 

selection bias. This rigorous methodological approach underpins the study’s contribution to 

advancing both academic discourse and practical applications. By offering a nuanced 

understanding of the interplay between dynamic capabilities, competitive advantage, and 

organizational performance, this research delivers actionable insights for SME leaders and 

policymakers. It underscores the strategic imperative for organizations to cultivate dynamic 

capabilities, enabling them to respond effectively to complex challenges in an era of continuous 
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technological evolution and global market shifts. For the global academic and professional 

communities, this study provides a critical foundation for developing frameworks that support 

sustainable competitive advantage in dynamic environments. 

The primary objective of this research is to investigate the direct impact of dynamic 

capabilities on competitive advantage and how this relationship subsequently affects 

organizational performance in SMEs. The study will employ Regression Analysis to test these 

relationships and provide empirical evidence on how dynamic capabilities contribute to firm 

success. Data will be collected over six months, focusing on detailed perspectives related to the 

conceptual framework variables. 

This research contributes significantly to the academic discourse by addressing critical 

gaps in understanding the role of dynamic capabilities within SMEs. By providing actionable 

insights on leveraging these capabilities to enhance competitive advantage and organizational 

performance, this study offers both theoretical advancements and practical guidance. The findings 

underscore the importance of developing strategies centered on dynamic capabilities, enabling 

businesses to adapt effectively to complex economic challenges in technology-driven markets. For 

academics and practitioners alike, this study serves as a pivotal resource for fostering long-term 

business sustainability and innovation. 

 

Research Objectives 

1. To examine the direct impact of organizational dynamic capabilities on achieving 

competitive advantage in small and medium-sized enterprises (SMEs) within the technology 

industry. 

    2. To investigate the mediating role of competitive advantage in the relationship between 

dynamic capabilities and organizational performance. 

3. To analyze how the development and reconfiguration of dynamic capabilities 

contribute to improving organizational performance in rapidly changing and competitive 

markets. 
 

Literature Review 

Organizational dynamic capabilities have been a focal point of strategic management 

research, particularly in understanding how firms adapt to changing environments to sustain 

competitive advantage and improve organizational performance. This literature review delves into 

the concept of dynamic capabilities, tracing its theoretical foundations and exploring recent 

empirical research to provide a comprehensive understanding of its role in organizational success. 

 

Theoretical Foundations of Dynamic Capabilities 

The concept of dynamic capabilities was first articulated by Teece, Pisano, and Shuen 

(1997), who defined it as a firm’s ability to integrate, build, and reconfigure internal and external 

competencies to address rapidly changing environments. This framework emerged from the 

resource-based view (RBV) of the firm, which posits that sustainable competitive advantage stems 

from the possession of valuable, rare, inimitable, and non-substitutable (VRIN) resources (Barney, 

1991). However, while the RBV emphasizes the importance of static resources, the dynamic 
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capabilities framework extends this view by focusing on how firms evolve and adapt these 

resources to meet new challenges. 

Teece et al. (1997) argue that dynamic capabilities are essential for firms operating in environments 

characterized by rapid technological change, globalization, and market volatility. They categorize 

dynamic capabilities into three core processes: 

- Sensing Opportunities and Threats: This involves scanning, searching, and exploring across 

technologies and markets to identify new opportunities and threats. 

- Seizing Opportunities: This refers to mobilizing resources to capture value from identified 

opportunities through new products, services, or business models. 

- Reconfiguring and Transforming: This entails the continuous renewal of the firm’s resource base, 

including the reconfiguration of assets and organizational structures to maintain competitiveness. 

 

Evolution and Refinement of the Dynamic Capabilities Framework 

Since its inception, the dynamic capabilities framework has been refined and expanded. Eisenhardt 

and Martin (2000) challenged the view that dynamic capabilities are necessarily idiosyncratic, 

proposing instead that they consist of identifiable processes that can be best practices across firms. 

They suggest that while the specifics of dynamic capabilities may vary across firms, their general 

principles can be replicated. 

Further developments in the literature include the work of Helfat et al. (2007), who 

introduced the notion of dynamic managerial capabilities, emphasizing the role of top management 

in sensing, seizing, and reconfiguring resources. This perspective aligns with the view that 

leadership plays a crucial role in orchestrating the firm’s resource base and ensuring its alignment 

with the external environment. 

 

Dynamic Capabilities and Competitive Advantage 

The relationship between dynamic capabilities and competitive advantage has been a 

central theme in strategic management research. According to Wang and Ahmed (2007), dynamic 

capabilities are the antecedents to competitive advantage because they enable firms to renew and 

exploit their existing resource base in response to environmental changes. This renewal process is 

critical for sustaining competitive advantage in dynamic markets. 

Research by Wilden et al. (2018) suggests that the effectiveness of dynamic capabilities in 

fostering competitive advantage is contingent on environmental dynamism. In highly dynamic 

environments, firms with well-developed dynamic capabilities can quickly reconfigure their 

resources to respond to market changes, thus maintaining or enhancing their competitive position. 

Conversely, in more stable environments, the need for dynamic capabilities may be less 

pronounced, and firms may rely more on operational capabilities. 

 

Dynamic Capabilities and Organizational Performance 

The impact of dynamic capabilities on organizational performance has been widely 

studied, with most research confirming a positive relationship. For example, Protogerou, 

Caloghirou, and Lioukas (2020) found that dynamic capabilities positively influence 

organizational performance by enabling firms to adapt to environmental changes, innovate, and 
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improve operational efficiency. They argue that dynamic capabilities act as a critical mechanism 

through which firms can achieve superior performance outcomes. 

Moreover, Teece (2018) emphasizes that dynamic capabilities are essential for long-term 

organizational success because they enable firms to continually evolve and align their resources 

and strategies with changing market conditions. This alignment is crucial for achieving and 

sustaining high levels of organizational performance, particularly in industries characterized by 

rapid technological advancement and intense competition. 

 

Key Theoretical Models Related to Dynamic Capabilities 

Absorptive Capacity Theory 

Absorptive capacity, introduced by Cohen and Levinthal (1990), refers to a firm’s ability 

to recognize the value of new information, assimilate it, and apply it to commercial ends. This 

theory is closely linked to dynamic capabilities, as it highlights the importance of learning and 

innovation as mechanisms through which dynamic capabilities contribute to organizational 

performance. Firms with high absorptive capacity are better positioned to leverage external 

knowledge to enhance their dynamic capabilities, which in turn improves performance. 

Contingency Theory 

Contingency theory suggests that there is no one best way to manage an organization; 

instead, the effectiveness of various strategies depends on external environmental factors 

(Donaldson, 2001). In the context of dynamic capabilities, contingency theory implies that the 

impact of these capabilities on competitive advantage is contingent upon the firm’s external 

environment. For example, in highly dynamic environments, the ability to quickly reconfigure 

resources becomes more critical, aligning with the findings of Wilden et al. (2018) that dynamic 

capabilities are more effective in such contexts. 

The Balanced Scorecard (BSC) 

The Balanced Scorecard (BSC) is a strategic planning and management system that 

organizations use to translate their vision and strategy into performance metrics across four 

perspectives: financial, customer, internal processes, and learning and growth (Kaplan & Norton, 

1992). The BSC can be linked to dynamic capabilities as it provides a framework for measuring 

the impact of these capabilities on various aspects of organizational performance. By aligning 

dynamic capabilities with BSC metrics, firms can better understand and manage the influence of 

these capabilities on their overall performance. 

Conclusion of the literature on organizational dynamic capabilities underscores their 

critical role in enabling firms to sustain competitive advantage and achieve superior organizational 

performance in dynamic environments. The theoretical foundations provided by Teece et al. 

(1997), coupled with subsequent empirical research, highlight the importance of sensing, seizing, 

and reconfiguring processes in managing resource-based advantages. Additionally, theories such 

as absorptive capacity, contingency theory, and the Balanced Scorecard offer valuable insights into 

how dynamic capabilities can be operationalized and measured. 

As global markets continue to evolve, the strategic management of dynamic capabilities will 

remain a key area of focus for both scholars and practitioners. Understanding the nuanced 

relationships between dynamic capabilities, competitive advantage, and organizational 
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performance will be essential for firms seeking to navigate the complexities of the modern business 

landscape. 
 

Conceptual Framework 

 This research is the quantitative research. The conceptual framework is based on key 

theories in strategic management. Dynamic capabilities, as defined by Teece et al. (1997), allow 

firms to adapt to changing environments by reconfiguring resources. Porter’s (1980) concept of 

competitive advantage (through strategies like cost leadership and differentiation) is sustained by 

dynamic capabilities. Finally, Venkatraman & Ramanujam (1986) link organizational performance 

to metrics like financial outcomes and market share. The framework posits that dynamic 

capabilities drive competitive advantage, which mediates the impact on organizational 

performance. The detail as follow: 

 

   

 

 

                                                                                                           

 

 

                                                                                                          

     

                                           Figure 1 Conceptual Framework 

 

Materials and Methods 

 

This study employs a quantitative research design to systematically examine the 

relationships between organizational dynamic capabilities, competitive advantage, and 

organizational performance. This approach enables the use of statistical methods to analyze data 

and validate hypothesized relationships between variables. Data collection was conducted using a 

structured questionnaire, ensuring consistent and reliable responses from a representative sample. 

Sampling Technique and Population 

The target population for this study comprises managerial-level employees from small and 

medium-sized enterprises (SMEs) operating within the technology sector, totaling 1,200 firms as 

identified through the National Statistical Office’s interactive dashboard. This population was 

Dynamic capabilities 

     Competitive   advantage 

   Organizational performance 
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selected because managers are strategically positioned to provide critical insights into the dynamic 

capabilities and performance-related practices of their organizations. 

The sampling strategy adopted for this research is stratified random sampling, a method 

designed to achieve balanced representation across diverse subgroups within the technology sector. 

This approach is particularly appropriate for SMEs, given their heterogeneous characteristics. 

Stratification ensures that the unique attributes of the population are adequately represented, 

providing robust and generalizable findings.  

Sampling Procedure: 

Stratification of the Population:   

- Firm Size: SMEs were categorized into small and medium-sized enterprises to capture 

variations in resource availability and capability development.   

- Business Type: Firms were grouped based on their market focus, such as niche markets 

versus broader market players.   

- Innovation Levels: Firms were stratified according to their innovation intensity to include 

both highly innovative and moderately innovative organizations. 

Random Selection within Strata:   

After stratification, random sampling was conducted within each stratum to ensure 

objectivity and eliminate selection bias. 

Proportional Allocation: The number of firms selected from each stratum was proportional to their 

representation in the overall population, ensuring a precise reflection of the population’s structure. 

Justification for Stratified Random Sampling: 

- Heterogeneity of SMEs: SMEs in the technology sector vary significantly in size, market 

focus, and levels of innovation. Stratified sampling ensures that these differences are reflected in 

the sample.   

- Reduction of Sampling Bias: By dividing the population into strata, the method reduces 

the risk of overrepresentation or underrepresentation of specific subgroups.   

- Enhanced Representativeness: Proportional allocation ensures that the findings are 

generalizable to the broader population, providing a reliable foundation for statistical inference. 

Sample Size Determination: 

The sample size for this study was determined to be 400 firms, calculated using Yamane’s 

formula (1973), which ensures statistical rigor while maintaining a 95% confidence level and a  

±5% margin of error. The formula is as follows: 

 

n  =        N 

 

          1 + N (𝑒2) 
 

 

Where: 

-  n = required sample size   

-  N = population size (1,200 firms)   

-   e = margin of error (0.05)  

Substituting the values into the formula: 
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                                                          n =
1200

1+1200(0.052)
 

 

                                             n =
1200

1+30
   =

1200

31
  ≈   38.71 

 

The sample size was rounded to 400 firms to ensure adequate representation and data 

reliability. 

Data Collection: 

The structured questionnaire was distributed to business owners, managers, or individuals 

holding strategic decision-making roles within the selected firms. These respondents were chosen 

for their comprehensive understanding of their organization’s strategic initiatives, resource 

management, and performance outcomes. Their insights are critical to achieving the research 

objectives and ensuring data relevance and validity. 

In conclusion, the integration of a quantitative research design, stratified random sampling, 

and the selection of strategically knowledgeable respondents establishes a robust methodological 

foundation for this study. These methodological choices enable a nuanced exploration of the 

interrelationships between dynamic capabilities, competitive advantage, and organizational 

performance within SMEs in the technology sector. The rigorous approach enhances the study’s 

contribution to both academic literature and practical applications in this dynamic and rapidly 

evolving industry. Data Collection Method 

Data was collected using a structured questionnaire distributed electronically to the 

targeted sample. The questionnaire was designed to measure various dimensions of dynamic 

capabilities (e.g., detection, absorption, integration, coordination, and innovation) and their effect 

on competitive advantage and organizational performance.  

The questions in the questionnaire were developed based on widely recognized theories 

and conceptual frameworks in the field, ensuring alignment with established academic standards: 

• Dynamic Capabilities: The design of questions related to dynamic capabilities draws on 

the foundational work of Teece, Pisano, and Shuen (1997), which identifies core 

capabilities such as sensing opportunities, absorbing new information, integrating 

resources, and fostering innovation. This foundational framework was further extended by 

incorporating insights from Helfat et al. (2007), who emphasized the importance of 

adaptability and coordination in organizations. 

• Competitive Advantage: The section on competitive advantage leverages the framework 

proposed by Porter (1980), focusing on the creation of sustainable advantages through cost 

leadership and differentiation strategies. Additionally, Barney's (1991) Resource-Based 

View (RBV) was applied to assess the sustainability of competitive advantage by analyzing 

the strategic deployment of valuable, rare, inimitable, and non-substitutable resources. 

• Organizational Performance: Questions on organizational performance were informed by 

Venkatraman and Ramanujam's (1986) framework, which emphasizes the measurement of 

financial outcomes, innovation success, and market share. This section was further 

enriched using Kaplan and Norton's (1992) Balanced Scorecard approach, which evaluates 

the alignment of strategic objectives with measurable outcomes across financial and non-
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financial dimensions. This rigorous approach ensures that the questionnaire not only 

reflects the theoretical constructs underpinning the study but also provides a robust tool for 

capturing nuanced insights into dynamic capabilities, competitive advantage, and 

organizational performance. The integration of these established frameworks enhances the 

validity and reliability of the instrument, aligning it with the highest standards of global 

research methodology. Some questions were adapted from widely recognized 

questionnaires, including: 

• Dynamic Capabilities Scale utilized in the research by Wang and Ahmed (2007).   

Questions related to Competitive Advantage were adjusted based on the work of Newbert  

(2008).   

• Questions concerning Organizational Performance were derived from the standardized 

questionnaire developed by Kaplan and Norton (1992) and adapted to suit the context of 

SMEs in the technology sector.   

Question Structure: 

• The first section focused on Dynamic Capabilities, consisting of 20 questions, aimed 

at measuring the organization’s ability to sense opportunities, seize them, and 

reconfigure resources. 

• The second section, covering Competitive Advantage, included 15 questions, designed 

to evaluate how organizations sustain their market position through cost leadership, 

differentiation, and innovation. 

• The third section measured Organizational Performance with 15 questions, focusing on 

financial outcomes, market share, and innovation success. 

 The questionnaire utilized a 5-point Likert scale ranging from strongly disagree to strongly 

agree to capture respondents' perceptions. 

Instrument Validity and Reliability  

The questionnaire was validated by subject matter experts to ensure content validity. 

Construct validity was confirmed through factor analysis, and internal consistency reliability was 

assessed using Cronbach's alpha for each dimension of dynamic capabilities, competitive 

advantage, and organizational performance. The Cronbach's alpha coefficients for all constructs 

were above the acceptable threshold of 0.8, indicating good reliability. 

Data Analysis 

The collected data was analyzed using Regression Analysis to examine the relationships 

between dynamic capabilities, competitive advantage, and organizational performance. The 

regression analysis in this study was conducted using IBM SPSS Statistics, a widely recognized 

tool in quantitative research for handling complex data analysis. This software provides advanced 

functionalities to validate and assess the robustness of the model, including Analysis of Variance 

(ANOVA) and computation of regression coefficients. These features ensure the accurate 

examination of relationships between variables, thereby enhancing the reliability and validity of 

the research findings. 
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Results 

 

Table 1. Descriptive Statistics of Organizational Dynamic Capabilities 

 
The mean scores for the items measuring organizational dynamic capabilities ranged from 

4.10 to 4.20, with standard deviations between 0.70 and 0.78. The overall mean score for dynamic 

capabilities was 4.16 (SD = 0.73), indicating that respondents generally agreed that their 

organizations possessed strong dynamic capabilities. The highest mean score was observed for the 

item "Our organization effectively monitors market changes" (M = 4.20, SD = 0.75), suggesting 

that firms are particularly focused on environmental scanning as a key dynamic capability. The 

consistency in these high scores across all items reflects the perceived importance of dynamic 

capabilities in maintaining competitiveness in dynamic markets. 

Table 2. Descriptive Statistics of Competitive Advantage 

Title 1 Mean SD 

Our organization has a clear and effective competitive strategy      4.22     0.80   

We maintain a cost advantage over competitors   4.08 0.85 

Our products/services are perceived as unique     4.12 0.78 

Customer service differentiates us from competitors                     4.20 0.82 

Competitive Advantage (Overall)                                              4.16 0.81 

 

Competitive advantage was assessed through various strategic dimensions, with mean 

scores ranging from 4.08 to 4.22 and standard deviations from 0.78 to 0.85. The overall mean score 

for competitive advantage was 4.16 (SD = 0.81), indicating that respondents perceive their 

organizations to have a robust competitive positioning. The item "Our organization has a clear and 

effective competitive strategy" received the highest mean score (M = 4.22, SD = 0.80), 

highlighting the significance of strategic clarity in achieving and sustaining competitive advantage. 

These findings underscore the role of well-defined competitive strategies in enhancing 

organizational performance. 

 

 

Title 1 Mean SD 

Our organization effectively monitors market changes 4.20     0.75   

        We are proactive in identifying new opportunities 4.10 0.78 

        Resources are swiftly allocated to new projects 4.15 0.70 

        We frequently adapt our processes to the market 4.18 0.72 

        Dynamic Capabilities (Overall) 4.16 0.73 
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Table 3. Descriptive Statistics of Organizational Performance 

Title 1 Mean SD 

Our organization has a clear and effective competitive strategy      4.25     0.80   

We maintain a cost advantage over competitors   4.08 0.85 

Our products/services are perceived as unique     4.12 0.78 

Customer service differentiates us from competitors                     4.20 0.82 

Competitive Advantage (Overall)                                             4.16 0.81 

 

Organizational performance was measured using three key indicators: financial targets, 

market share, and innovation output. The overall mean score for organizational performance was 

4.22 (SD = 0.77), with individual item means ranging from 4.18 to 4.25. The highest mean score 

was for "We have consistently met our financial targets" (M = 4.25, SD = 0.73), reflecting strong 

financial performance across the sampled organizations. These results suggest that firms with 

dynamic capabilities and competitive advantages are likely to achieve superior organizational 

performance, particularly in financial outcomes and innovation. 

 

Table 4: Summary of Regression Results -  

Impact of Dynamic Capabilities on Competitive Advantage 

Predictor     β **R²** F p-value 

Dynamic Capabilities 0.608   0.80   39.82 <0.001 

 

Dependent Variable: Competitive Advantage 

The regression analysis revealed that dynamic capabilities significantly predict competitive 

advantage (β = 0.608, p < 0.001), with an R² value of 0.61. This indicates that 61% of the variance 

in competitive advantage can be explained by the organization’s dynamic capabilities. The high 

beta coefficient suggests a strong positive relationship between these two constructs, confirming 

the hypothesis that organizations with well-developed dynamic capabilities are better positioned 

to achieve competitive advantage. The F-statistic (F = 39.82, p < 0.001) further supports the 

model's significance. 

Table 5: Summary of Regression Results -  

Impact of Competitive Advantage on Organizational Performance 

Predictor     β **R²** F p-value 

Dynamic Capabilities 0.622 0.64 42.14 <0.001 

 

Dependent Variable: Organizational Performance 

Competitive advantage was found to have a significant positive impact on organizational 

performance (β = 0.622, p < 0.001), with an R² value of 0.64. This suggests that 64% of the 

variance in organizational performance is attributable to the level of competitive advantage. The 
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strong beta coefficient indicates that firms that effectively leverage their competitive advantage 

are more likely to experience enhanced performance outcomes. The F-statistic (F = 42.14, p < 

0.001) indicates that the model is statistically significant, reinforcing the critical role of 

competitive advantage in driving organizational success. 
 

Table 6: Summary of Regression Results -  

Impact of Dynamic Capabilities on Organizational Performance 

Predictor     β **R²** F p-value 

Dynamic Capabilities 0.565 0.58 38.45 <0.001 

 

Dependent Variable: Organizational Performance 

The analysis also demonstrated a significant positive relationship between dynamic capabilities 

and organizational performance (β = 0.565, p < 0.001), with an R² value of 0.58. This means that 

58% of the variance in organizational performance is explained by the organization’s dynamic 

capabilities. Although the effect size is slightly lower compared to the impact of competitive 

advantage, the relationship is nonetheless strong and significant. The F-statistic (F = 38.45, p < 

0.001) confirms the robustness of the model, underscoring the importance of dynamic capabilities 

as a direct contributor to organizational performance. 

Objective 1. To examine the direct impact of organizational dynamic capabilities on 

achieving competitive advantage in small and medium-sized enterprises (SMEs) within the 

technology industry. The regression analysis showed that dynamic capabilities significantly 

predict competitive advantage with a beta coefficient (β) of 0.608 and a highly significant p-value 

(<0.001). Additionally, the analysis found that dynamic capabilities explain 61% of the variance 

in competitive advantage (R² = 0.61). The F-statistic of 39.82 further supports the model's 

significance, confirming the strong positive relationship between dynamic capabilities and 

competitive advantage. This demonstrates that firms with well-developed dynamic capabilities are 

much more likely to achieve and sustain competitive advantage 

Objective 2. To investigate the mediating role of competitive advantage in the relationship 

between dynamic capabilities and organizational performance, which investigates the mediating 

role of competitive advantage in the relationship between dynamic capabilities and organizational 

performance, the analysis provides clear evidence supporting this mediation. 

The results from the regression analysis show that dynamic capabilities positively affect 

competitive advantage (β = 0.608, p < 0.001), explaining 61% of the variance in competitive 

advantage. Additionally, competitive advantage, in turn, significantly impacts organizational 

performance (β = 0.622, p < 0.001), with an R² value of 0.64, meaning that 64% of the variance in 

organizational performance is explained by competitive advantage. The high beta coefficient and 

significant F-statistic (F = 42.14, p < 0.001) reinforce the strong mediating role that competitive 

advantage plays in enhancing organizational performance.  
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Objective 3. To analyze how the development and reconfiguration of dynamic capabilities 

contribute to improving organizational performance in rapidly changing and competitive markets. 

The regression analysis indicates that dynamic capabilities have a direct positive influence 

on organizational performance with a beta coefficient (β) of 0.565, explaining 58% of the variance 

in organizational performance (R² = 0.58). The model’s significance is further supported by the F-

statistic of 38.45 and a p-value < 0.001, demonstrating the robustness of the results. These findings 

confirm that organizations capable of effectively developing and reconfiguring their dynamic 

capabilities are better positioned to adapt to market changes, leading to improved performance in 

areas such as financial success, market share growth, and innovation. 

The findings from this study strongly support the relationships between organizational 

dynamic capabilities, competitive advantage, and organizational performance. The high mean 

scores across all constructs indicate that organizations are effectively leveraging their dynamic 

capabilities to achieve competitive advantage and enhance overall performance. The significant 

regression results underscore the critical role of these capabilities and competitive strategies in 

driving organizational success in dynamic environments. The robustness of the findings is further 

validated by the excellent reliability of the measurement scales used in this study. 

 

Discussion 

 

The findings from this study underscore the pivotal role of Dynamic Capabilities (DCs) in 

fostering Competitive Advantage (CA) and subsequently enhancing Organizational Performance 

(OP). In line with previous research (Ahmad et al., 2023; Duho & Onumah, 2023), this study 

confirms a significant positive relationship between DCs and CA, illustrating how well-developed 

DCs position organizations to adapt quickly to environmental changes, leverage resources 

efficiently, and sustain competitive differentiation in volatile markets. This direct influence of DCs 

on CA serves as a fundamental mechanism through which firms can respond to external pressures, 

providing a framework for continuous adaptation and strategic positioning. 

Notably, the analysis indicates that CA plays a critical mediating role between DCs and 

OP. The mediated pathway, where DCs enhance OP through CA, demonstrates a stronger impact 

than the direct influence of DCs on OP alone. This aligns with Bresciani et al. (2023), who 

emphasized that CA not only reinforces an organization’s market position but also drives financial 

success, innovation, and market share growth. The results suggest that organizations which 

prioritize building and leveraging CA as an intermediary to OP are more likely to sustain superior 

performance outcomes, a finding that resonates with strategic management frameworks that 

emphasize the importance of competitive differentiation (Chebbi et al., 2023). 

 

Implications for Practice: Enhanced with Specific Examples and Recommendations 

From a practical perspective, the study underscores the imperative for SMEs to prioritize the 

development of DCs as foundational capabilities. To make these implications more impactful and 

actionable, the following examples and recommendations are provided, drawing upon established 

theories and prior research: 
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• Building a Culture of Innovation 

According to Teece et al.'s (1997) framework, innovation is a key component of dynamic 

capabilities. SMEs can foster an innovation-driven culture by establishing innovation hubs or 

regular brainstorming sessions that encourage employees to propose new ideas. Such practices 

align with the need to sense and seize opportunities effectively. Example: A technology SME could 

implement monthly "Innovation Days," where employees present ideas to a panel of managers. 

The best ideas could receive funding for further development, enhancing the firm's ability to adapt 

and innovate in competitive markets. 

• Implementing Agile Resource Management Systems  

Eisenhardt and Martin (2000) emphasize the importance of resource flexibility. SMEs can 

adopt agile project management tools, such as SCRUM or Kanban, to enable rapid reallocation of 

resources based on changing market demands. These tools enhance the organization’s ability to 

reconfigure resources effectively. Example: A manufacturing SME facing supply chain disruptions 

could use an ERP system integrated with predictive analytics to identify bottlenecks and quickly 

reallocate resources to maintain production continuity. 

• Strengthening Customer Relationships through Differentiation 

Porter's (1980) theory of competitive advantage highlights differentiation as a core strategy. 

SMEs can leverage customer feedback systems to co-create value, ensuring that products and 

services meet specific market demands. Example: An SME in the retail industry could develop 

personalized loyalty programs based on customer purchasing behavior, enhancing customer 

satisfaction and fostering long-term loyalty. 

• Continuous Workforce Development and Training  

Helfat et al. (2007) argue that human capital is a critical enabler of dynamic capabilities. 

SMEs should invest in employee development programs that focus on emerging technologies and 

market trends to enhance adaptability. Example: An IT SME could offer regular workshops on 

emerging technologies, such as blockchain or artificial intelligence, to keep its workforce 

competitive and innovation driven. 

• Leveraging Digital Tools for Market Responsiveness  

Digital transformation is a key driver of dynamic capabilities (World Economic Forum, 

2023). SMEs can adopt tools such as AI-powered data analytics to predict market trends and 

customer preferences, enabling quicker decision-making and strategic alignment. Example: A 

hospitality SME could use AI tools to analyze customer reviews and preferences in real time, 

allowing it to adjust offerings dynamically and enhance customer experience. 

• Adopting Sustainability Practices for Long-Term Competitiveness   

Aligning with contingency theory (Donaldson, 2001), SMEs in industries affected by 

environmental concerns can integrate sustainability into their strategies. This not only meets 

regulatory requirements but also appeals to environmentally conscious customers. Example: An 

SME in the food industry could reduce waste by adopting circular economy practices, such as 

recycling materials or offering biodegradable packaging, thus enhancing both operational 

efficiency and brand reputation. These practical examples demonstrate how SMEs can 

operationalize dynamic capabilities to achieve competitive advantage and enhance organizational 

performance. By applying such targeted strategies, SMEs can better navigate the complexities of 

dynamic markets, ensuring both short-term success and long-term sustainability. 
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