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ABSTRACT 
Digital transformation has become a crucial organizational priority in developing economies, notably 
within India’s fast-evolving digital business landscape. Despite considerable investments in 
technology, numerous companies find it challenging to translate their digital initiatives into tangible 
organizational success. This research formulates and empirically evaluates a theoretically informed 
model that investigates the impact of digital transformation capability on organizational effectiveness, 
both directly and indirectly via strategic insight capability. Grounded in dynamic capabilities theory 
as proposed by David Teece, this study views digital transformation as an advanced capability that 
reshapes organizational processes and cognitive frameworks. Uti lizing survey data from 436 senior 
and middle managers across various sectors including manufacturing, services, and technology in 
India, and applying structural equation modeling techniques, the results reveal that digital 
transformation significantly enhances organizational effectiveness. Furthermore, strategic insight 
capability serves as a partial mediator in this relationship, accounting for a notable portion of variance 
in performance outcomes. These findings add to the body of literature on digital s trategy by 
highlighting strategic insight as the mechanism through which digital investments lead to sustained 
organizational effectiveness in emerging market environments.  

KEYWORDS: Digital transformation, strategic insight capability, organisational effectiveness, dynamic 
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1. INTRODUCTION 

Digital transformation has shifted from a focus 
on technological modernization to an extensive 
strategic reorientation within organizations. 
Initial stages of digitalization primarily involved 
automating processes, implementing enterprise 
software, and upgrading IT infrastructure. In 
contrast, modern digital transformation 
necessitates a revaluation of business models, 
value creation strategies, customer engagement 
approaches, and decision-making frameworks 
[1]. It is no longer limited to the IT sector; instead, 
it influences governance structures, leadership 
dynamics, innovation systems, and 
organizational culture. In India, the pace of 
digitalization has surged dramatically. Structural 
factors such as the rapid increase in smartphone 
usage, affordable data services, the growth of 
cloud infrastructure, fintech ecosystems, and 
applications of artificial intelligence have 
significantly transformed the competitive 
environment [2]. National initiatives like Digital 
India have further embedded digital governance 
practices, fostered financial inclusion, and 
promoted service delivery through platforms.  As 
a result, companies across various sectors 
including banking, retail, manufacturing, 
healthcare, education, and logistics have 
incorporated analytics dashboards, automation 
technologies, customer data platforms, and AI-
driven decision-making tools into their 
operations [3]. Despite widespread adoption of 
digital technologies, performance outcomes vary 
significantly among organizations. While some 
successfully utilize these technologies to boost 
innovation speed and operational effectiveness 
or enhance market responsiveness; others 
encounter challenges characterized by 
fragmented systems and underutilized data that 
yield minimal strategic benefits [4]. The presence 
of sophisticated analytics tools or cloud solutions 
does not guarantee a competitive edge for all 
firms. This disparity implies that mere 
investment in digital resources is inadequate; 
rather the efficacy of digital transformation 
hinges on more profound organizational 
mechanisms. This observation prompts an 
essential theoretical and managerial inquiry: 
what organizational mechanisms allow digital 
transformation to impact effectiveness [5]. 
Addressing this question is vital for both 
theoretical advancements and practical 
applications in management especially within 

emerging economies where growth in digital 
infrastructure frequently outstrips capability 
development. Existing literature in strategic 
management provides valuable insights to 
understand this issue [6]. The dynamic 
capabilities framework suggests that sustainable 
competitive advantage derives not simply from 
possessing resources but from an organization's 
ability to identify opportunities swiftly and act 
strategically while adapting internal and external 
resources to changing environments. Within this 
context, digital technologies are seen as enabling 
resources; however, it is higher-order capabilities 
within organizations that ultimately determine 
whether these resources lead to improved 
performance [7]. Building on this framework, the 
current study presents strategic insight capability 
as a key interpretive mechanism linking digital 
transformation with organizational effectiveness. 
Strategic insight capability refers to an 
organization's capacity to translate streams of 
digital data into coherent strategic decisions that 
are forward-looking [8]. It includes elements 
such as analytical sophistication across functions 
integration managerial judgment along with 
translating predictive analytics into actionable 
strategies for competition. This study aims to 
achieve three objectives: first examine the direct 
correlation between digital transformation 
capabilities and organizational effectiveness 
among Indian firms; second, investigate how 
digital transformation contributes to fostering 
strategic insight capability; third its determine 
whether strategic insight capability serves as a 
mediator between digital transformation efforts 
and organizational effectiveness. By focusing on 
empirical research within India this study fills an 
important contextual void as much existing 
literature on digital strategy stems from Western 
economies characterized by mature institutional 
infrastructures homogeneous technological 
landscapes [9]. Emerging markets like India 
possess unique traits marked by rapid technology 
adoption coupled with uneven distribution of 
capabilities institutional variations alongside 
resource limitations which can influence digital 
outcomes differently. Thus, this research adds 
value both theoretically refining knowledge 
around digital transformation while also 
expanding the contextual scope of dynamic 
capabilities scholarship by providing evidence 
drawn from a rapidly growing emerging 
economy. 

2. LITERATURE REVIEW 
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The body of literature addressing digital 
transformation, strategic capabilities, and 
organizational effectiveness points to a key 
assertion: while technology has the potential to 
generate value, actual performance 
improvements occur only when organizations 
cultivate advanced interpretive and adaptive 
skills. Digital transformation is increasingly 
regarded not merely as a technical change but as 
a strategic and organizational capability [10]. The 
concept of strategic insight capability pertains to 
the cognitive processes that transform digital 
information into actionable intelligence, whereas 
organizational effectiveness encompasses a 
variety of performance measures that reflect both 
financial and non-financial achievements. 
Together, these scholarly perspectives imply that 
the connection between digital transformation 
and effectiveness is facilitated by organizational 
capabilities that support sense-making, 
alignment, and execution strategies. 

2.1. Digital Transformation as an 
Organizational Capability 

The understanding of digital transformation 
has shifted from a narrow focus on technology 
implementation to a more comprehensive 
reorganization of business strategy. Initial views 
associated digitalization solely with IT adoption 
or automation; however, modern interpretations 
recognize it as a systemic transition impacting 
business models, customer interactions, supply 
chains, governance frameworks, and decision-
making processes [11]. This shift requires 
organizations to rethink how they create, deliver, 
and capture value within an interconnected 
digital ecosystem. Fundamentally, digital 
transformation should be viewed as an ongoing 
organizational capability rather than a singular 
project. It involves developing technological 
infrastructure, establishing governance 
frameworks for digital initiatives, fostering 
leadership commitment, promoting cultural 
readiness for change, and implementing data-
driven processes [12]. Organizations that excel in 
digital transformation do not just install new 
software; they also rework workflows, clarify 
accountability structures, enhance employee 
digital literacy, and integrate analytics into 
strategic discussions. This perspective positions 
digital transformation as a continual process 
rather than simply an upgrade in technology [13]. 
The dynamic capabilities framework underpins 
this view by suggesting that competitive 
advantage arises from an organization’s ability to 

perceive changes in its environment, exploit new 
opportunities actively, and adjust internal and 
external resources accordingly. Within this 
context, firms must continually adapt their 
technological frameworks and strategies in 
response to fast-evolving digital landscapes [14]. 
Thus, one can conceptualize digital 
transformation as an advanced competency 
fostering agility in organizations along with 
strategic adaptability. Notably, this capability is 
multidimensional; it includes technological 
preparedness across functions, data governance 
practices for effective integration of platforms, 
cross-functional collaboration mechanisms, and 
visionary leadership [15]. Organizations 
equipped with these cohesive capabilities are 
better positioned to align their digital 
investments with overarching strategic goals 
enhancing their responsiveness to competitive 
dynamics and market fluctuations. 

2.2. Strategic Insight Capability 

Despite the wealth of data generated through 
digital transformation initiatives attempting to 
harness this abundance is often challenging due 
to information overload a condition marked by 
sophisticated analytical tools paired with 
insufficient strategic clarity. Herein lies the 
importance of strategic insight capability: the 
organization's ability to decipher complex data 
flows into proactive intelligence ready for act ion 
[16]. This capability consists of several 
interconnected components: first is analytical 
proficiency that enables predictive modeling 
alongside scenario analysis using advanced 
analytical tools; second is cross-functional 
synthesis where insights from one area are 
integrated with knowledge from other sectors 
within the organization; third involves 
managerial judgment which allows leaders to 
differentiate essential information from 
irrelevant noise while translating analytic results 
into strategic priorities [17]. This construct builds 
on previous ideas regarding organizational 
learning focused on knowledge accumulation 
and absorptive capacity which emphasizes 
recognizing external knowledge but highlights 
interpretive functions critical in digitally focused 
settings. In rapidly changing markets where 
anticipation surpasses reaction time for 
competitive positioning being able to convert 
analytics into prompt tactical measures 
determines whether efforts toward digital 
transformation substantially contribute toward 
overall organizational effectiveness [18]. 
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2.3. Organizational Effectiveness 

Organizational effectiveness serves as the 
principal outcome variable within discussions 
about digital transformation today’s scholarship 
frames effectiveness multidimensionally 
extending beyond mere financial success to 
encompass operational efficiency innovation 
capacity market responsiveness engagement 
levels among employees showcasing how 
sustainable performance intertwines economic 
social human elements alike [19]. Financial 
metrics remain relevant indicators reflecting 
revenue generation profitability returns on 
investment yet non-financial factors prove 
equally vital given today’s digitally evolving 
landscapes operational efficiency signifies 
enhancements relating process speed cost 
management resource utilization whereas 
innovation capacity refers directly towards 
generating fresh products services diverse 
business models employee engagement evaluates 
aspects such workforce motivation alignment 
commitment all critical contributors influencing 
long-term viability adaptability [20]. A 
comprehensive approach capturing multiple 
facets aligns seamlessly with current 
performance management paradigms integrating 
both fiscal non-fiscal measures noting how 
initiatives around digitization may yield indirect 
gradual financial gains alongside immediate 
increases agility transparency collaborative 
abilities thus taking holistic evaluations proves 
crucial achieving deeper insights translating 
capabilities into substantial advantages 
strategically aligning outcomes effectively 
supported by underlying strong interpretative 
integration mechanisms specifically highlighting 
roles played by strategic insight amid dynamic 
shifts ongoing particularly relevant amid Indian 
business contexts experiencing rapid evolution 
[21]. 

2.4. Dynamic Capabilities Theory 

Dynamic capabilities theory elucidates how 
organizations maintain sustained competitive 
advantages amidst fast-paced shifts proposing 
superior performances arise not solely from 
having valuable assets such as cutting-edge 
technologies but rather through adeptly 
identifying seizing opportunities coupled 
reconfiguring resources ensuring coherence 
aligning their operations responding effectively 
environmental transitions emerging trends 
dictate approaches taken further emphasizing 

that connections [22] linking aspects like 
technological transformations together higher-
order processes must exist hence modern 
inquiries underscore viewing these phenomena 
holistically acknowledging broader implications 
beyond IT adoption alone embracing structural 
realignments cultural synchronizations 
leadership orientations informed decision 
architectures however empirical research 
indicates investments purely focusing tech fail 
consistently delivering exceptional performances 
underscoring need addressing intervening 
mechanisms facilitating bridging gaps between 
infrastructures measurable productive outcomes 
ultimately emphasizing necessity cultivating 
robust adaptive capacities allowing 
organizations leverage interpretative 
competencies [23]termed herein strategic insight 
capability joining together facets seen previously 
yielding multifaceted dimensions influencing 
overall effectiveness reaffirming notion 
sustainable success derives interwoven interplay 
layered complexities manifesting through 
diverse adaptations responses necessary thrive 
vigorously challenged environments today’s 
marketplace landscape shifting continuously 
responsive effectively becomes paramount 
ensure competitiveness remains intact moving 
forward exploring avenues blending emergent 
insights gained deriving consultative approaches 
adopted throughout realms encompassing both 
innovative thought practical applications tying 
back core relevance providing meaningful 
guidance navigating complexities paving ways 
toward future-centric resilient enterprises 
capable thriving even unpredictably volatile 
circumstances ahead [24]. 

3. RESEARCH OBJECTIVES 

Grounded in the framework of dynamic 
capabilities proposed by David Teece, this 
research aims to empirically explore the 
structural connections among digital 
transformation capability, strategic insight 
capability, and organizational effectiveness 
within modern Indian companies. The outlined 
hypotheses lead to the following specific research 
objectives: 
1. To investigate the direct impact of digital 

transformation capability on organizational 
effectiveness in Indian firms. 

2. To assess how digital transformation 
capability contributes to the enhancement of 
strategic insight capability. 
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3. To evaluate the influence of strategic insight 
capability on organizational effectiveness.  

4. To analyze the mediating function of strategic 
insight capability in the relationship between 
digital transformation capability and 
organizational effectiveness. 

3.1. Hypotheses Development 

Drawing on the principles of dynamic 
capabilities theory, it is anticipated that digital 
transformation will enhance organizational 
effectiveness by improving agility, accelerating 
innovation, and fostering operational 
integration. 

 H1: The capability for digital transformation 
has a positive impact on organizational 
effectiveness. 

 H2: The capability for digital transformation 
positively affects strategic insight capability.  

H3: Strategic insight capability has a beneficial 
influence on organizational effectiveness.  

 H4: Strategic insight capability serves as a 
mediator in the relationship between digital 
transformation capability and organizational 
effectiveness. 

4. RESEARCH DESIGN 

4.1. Research Philosophy and Approach 

This research adopts a positivist philosophy, 
founded on an objectivist epistemological 
framework and employs a quantitative 
methodology. The primary aim is to empirically 
test hypotheses that are theoretically formulated, 
utilizing data and statistical models. A deductive 
strategy was implemented, where hypotheses 
based on dynamic capabilities theory were 
empirically validated. The study employs a cross-
sectional survey design, which is fitting for 
exploring structural relationships between latent 
constructs within organizational research. 
Covariance-based Structural Equation Modeling 
(CB-SEM) has been chosen as the main analytical 
method due to its effectiveness in evaluating 
theory-driven causal models and its 
appropriateness for confirmatory studies.  

4.2. Sampling Design  

The group consisted of middle and senior 
management professionals engaged in digitally 
active companies throughout India. These 

participants were chosen due to their direct 
involvement in digital projects, strategic 
planning, and the assessment of performance.  
Sampling Technique was used as stratified purposive 
sampling approach was utilized to guarantee 
systematic representation among essential industrial 
sectors, specifically manufacturing, services, and 
technology. This strategy facilitated the intentional 
selection of organizations involved in digital 
initiatives while ensuring proportional representation 
across industries that are vital to India's economic and 
technological framework. By organizing the sample 
in this way, the study reduced sectoral bias and 
improved the contextual applicability of findings 
within the Indian organizational context, thus 
reinforcing the external validity of the research 
design. A total of 436 valid responses were 
gathered from 214 organizations situated in 
Mumbai, Bengaluru, Delhi NCR, Hyderabad, and 
Pune. Power analysis revealed that for a 
structural model comprising three latent 
constructs and mediation testing, a minimum 
sample size of 350 was necessary to attain a 
statistical power of 0.95 at a medium effect size 
(0.15). The final sample of 436 surpasses this 
requirement, enhancing the robustness of the 
findings and minimizing the likelihood of Type II 
error. 

4.3. Instrument Development 

All constructs were assessed utilizing multi-
item Likert scales, with responses ranging from 1 
(Strongly Disagree) to 5 (Strongly Agree).  
1. Digital Transformation Capability: 18 items 
2. Strategic Insight Capability: 12 items 
3. Organisational Effectiveness: 16 items 

The items were derived from established scales 
within the fields of digital transformation and 
strategic management. They were further tailored 
for the Indian organizational context based on 
pilot testing conducted with 32 managers. To 
ensure content validity, three senior academics 
specializing in strategic management and digital 
strategy reviewed the material.  

5. DATA COLLECTION 

5.1. Reliability Analysis 

Internal consistency reliability was assessed using 
Cronbach’s Alpha. 

Table 1: Reliability Statistics 
Construct Number of Items Cronbach’s Alpha 

Digital Transformation Capability 18 0.912 

Strategic Insight Capability 12 0.887 

Organisational Effectiveness 16 0.934 

Overall Instrument 46 0.948 



2002 Dhoke et al. 

SCIENTIFIC CULTURE, Vol. 12, No 4, (2026), pp. 1997-2009 

All values of Cronbach's Alpha surpass the 
suggested minimum of 0.70 (Hair et al., 2010), 
demonstrating a robust internal consistency. The 
alpha coefficient of 0.912 for Digital Transformation 
Capability reflects a high level of coherence among 
the components assessing digital integration, 
analytics adoption, and alignment with digital 
culture. Strategic Insight Capability exhibits strong 
reliability at 0.887, which reveals that the items 
effectively capture both interpretative and strategic 

analytical skills consistently. Organisational 
Effectiveness has an impressive reliability score of 
0.934, indicating significant internal agreement across 
both financial and non-financial performance 
metrics. Additionally, the overall instrument's alpha 
value of 0.948 signifies outstanding reliability, 
affirming that the measurement tool is stable and 
appropriate for advanced structural modelling. 

5.2. Demographic Profile of Respondents 

Table 2: Demographic Characteristics of Respondents 
Category Sub-Category Frequency Percentage 

Gender Distribution Male 278 63.8% 

Female 158 36.2% 

Age Distribution 25–35 years 142 32.6% 

36–45 years 181 41.5% 

46–55 years 87 20.0% 

Above 55 years 26 6.0% 

Managerial Level Middle Management 252 57.8% 

Senior Management 184 42.2% 

Industry Sector Manufacturing 149 34.2% 

Services 179 41.1% 

Technology 108 24.8% 

Organisational Size 100–500 employees 118 27.1% 

501–2000 employees 167 38.3% 

Above 2000 employees 151 34.6% 

The demographic composition indicates a well-
balanced and representative managerial sample 
within the Indian corporate landscape. The 
significant proportion of respondents aged 36 to 45 
years (41.5%) implies that this group mainly consists 
of seasoned professionals who are actively involved 
in strategic and digital initiatives. Notably, the 
considerable presence of middle management 
(57.8%) is crucial, as these individuals typically play 
a key role in the operational execution of digital 
transformation strategies. The industry distribution 

shows strong representation from both the services 
and manufacturing sectors, which are essential 
contributors to India’s digital growth. Additionally, 
the inclusion of technology companies further 
bolsters the contextual relevance of the findings. The 
variety in organizational size ensures that the results 
are applicable to both SMEs and large corporations, 
thereby enhancing their generalizability within the 
Indian setting. 

5.3. Correlation Analysis  

Table 3: Pearson Correlation Matrix 
Variables Mean SD DT SIC OE 

Digital Transformation (DT) 3.78 0.64 1 
  

Strategic Insight Capability (SIC) 3.71 0.59 0.641** 1 
 

Organisational Effectiveness (OE) 3.85 0.62 0.552** 0.683** 1 

The correlation matrix reveals significant positive 
associations among the three constructs examined. 
Digital Transformation exhibits a strong correlation 
with Strategic Insight Capability (r = 0.641, p < 0.01), 
implying that increased levels of digital 
transformation correspond to enhanced interpretive 
and analytical abilities within organizations. 
Additionally, Digital Transformation presents a 
moderate-to-strong positive correlation with 
Organisational Effectiveness (r = 0.552, p < 0.01), 
suggesting that firms with advanced digital 
capabilities are likely to experience better 
performance outcomes. The most pronounced 

correlation is noted between Strategic Insight 
Capability and Organisational Effectiveness (r = 
0.683, p < 0.01), indicating that interpretive skills may 
play a vital role in driving performance within 
organizations undergoing digital change. All 
correlations remain below 0.80, which alleviates 
concerns regarding multicollinearity. 

5.3. Internal Consistency Reliability 

Internal consistency reliability was evaluated 
using Cronbach’s Alpha and Composite Reliability 
(CR). While Cronbach’s Alpha provides a traditional 
estimate of scale reliability, Composite Reliability is 
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considered more appropriate within SEM 
frameworks as it accounts for actual factor loadings. 

Table 4: Reliability and Convergent Validity Statistics 
Construct No. of Items Cronbach’s Alpha CR AVE 

Digital Transformation Capability 18 0.912 0.931 0.671 

Strategic Insight Capability 12 0.887 0.921 0.652 

Organisational Effectiveness 16 0.934 0.948 0.701 

All values of Cronbach’s Alpha surpass the 
suggested minimum of 0.70 (Hair et al., 2010), 
demonstrating robust internal consistency among the 
constructs. The alpha value of 0.912 for Digital 
Transformation Capability indicates a strong 
alignment among items that assess digital 
infrastructure integration, analytics deployment, and 
digital cultural alignment. Composite Reliability 

values fall between 0.921 and 0.948, significantly 
exceeding the 0.70 threshold. These elevated CR 
values signify that the latent constructs are measured 
with high accuracy and reliability, thereby reducing 
random measurement error. 

5.4. Discriminant Validity 

Table 5: Fornell–Larcker Discriminant Validity Matrix 
Construct DT SIC OE 

Digital Transformation (DT) 0.819 
  

Strategic Insight Capability (SIC) 0.641 0.807 
 

Organisational Effectiveness (OE) 0.552 0.683 0.837 

The square root of AVE for each construct (shown 
in bold on the diagonal) exceeds its correlations with 
other constructs. This satisfies the Fornell–Larcker 
criterion, confirming that each construct is 
empirically distinct. HTMT ratios ranged between 

0.58 and 0.74, well below the conservative threshold 
of 0.85, further confirming discriminant validity. 

5.5. Model Fit Assessment 

Table 6: Measurement Model Fit Indices 
Fit Index Obtained Value Threshold 

Chi-square/df 2.14 < 3.00 

CFI 0.962 > 0.90 

TLI 0.954 > 0.90 

RMSEA 0.041 < 0.08 

SRMR 0.039 < 0.08 

The ratio of Chi-square to degrees of freedom (2.14) 
suggests a satisfactory level of model simplicity. Both 
the Comparative Fit Index (CFI) and Tucker–Lewis 
Index (TLI) are above 0.95, signifying outstanding 
incremental fit. The RMSEA and SRMR values are 
significantly lower than the recommended limits, 
which indicates a low level of approximation error. In 

summary, these metrics show that the measurement 
model aligns very well with the observed data, 
confirming its suitability for future structural 
analysis. 

5.6. Multi-Group SEM Analysis 

 
Table 7: Structural Model Results 

Path β t-value p-value 

DT → OE 0.31 6.94 <0.001 

DT → SIC 0.64 14.12 <0.001 

SIC → OE 0.44 9.27 <0.001 

The coefficient of determination reveals 
considerable explanatory power within the 
suggested model. The R² value for Strategic Insight 
Capability stands at 0.41, indicating that digital 
transformation accounts for 41 percent of the variance 
in an organization's ability to derive strategic insights 
from digital data. This suggests a meaningful and 
moderately strong predictive relationship, 

highlighting that digital capability plays a significant 
role in enhancing interpretive and analytical skills. 
Additionally, the R² value for Organisational 
Effectiveness is 0.59, signifying that almost 59 percent 
of the variance in effectiveness outcomes can be 
attributed to the joint impact of digital transformation 
and strategic insight capability. This figure illustrates 
strong explanatory capacity in organizational 
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research, demonstrating that the model effectively 
captures a considerable share of performance 
variation and offers solid empirical backing for the 
proposed capability-based framework. 

5.7. Second-Order Construct Model 

 
Figure 1:

The results of the Confirmatory Factor Analysis 
(CFA) validate the identification of Digital 
Transformation Capability (DTC) as a second-order 
latent construct, which is represented by four first-
order dimensions: Digital Infrastructure, Process 
Digitalisation, Analytics Capability, and Digital 
Culture. The standardized factor loadings from these 
first-order constructs to the higher-order construct 
are robust and statistically significant (p < .001), 
demonstrating that the second-order construct 
effectively accounts for the variance in its 
foundational dimensions. The loadings range from 
0.79 to 0.91, surpassing the recommended minimum 
threshold of 0.70 for convergent validity, thus 
affirming that each sub-component plays a 
significant role in enhancing overall digital 
transformation capability. 

6. FINDINGS OF THE STUDY 

The results of the research offer robust empirical 
evidence supporting the proposed structural model 
that investigates the relationships among Digital 
Transformation Capability, Strategic Insight 
Capability, and Organisational Effectiveness within 
organizations in India. First, the outcomes of the 
measurement model indicated that Digital 
Transformation Capability is most effectively 
understood as a second-order construct consisting of 
four interconnected dimensions: Digital 
Infrastructure, Process Digitalisation, Analytics 
Capability, and Digital Culture. All factor loadings 
were statistically significant, surpassing the 
recommended threshold of 0.70, which signifies 

strong convergent validity. The reliability metrics, 
including Composite Reliability and Cronbach’s 
alpha, illustrated high internal consistency across all 
constructs. Furthermore, the AVE values were 
greater than 0.50, confirming that these constructs 
account for more than half of the variance in their 
respective indicators. Discriminant validity was 
verified through the Fornell–Larcker criterion, 
ensuring that the constructs are empirically distinct 
from one another. Second, findings from the 
structural model indicated that Digital 
Transformation Capability significantly and 
positively impacts Strategic Insight Capability (β = 
0.66, p < .001). This suggests that organizations 
enhancing their digital infrastructure, automating 
processes, implementing analytics systems, and 
cultivating a digital culture can substantially improve 
their capacity to develop forward-looking strategic 
insights. The model accounts for about 41% of the 
variance in Strategic Insight Capability, indicating 
considerable explanatory strength. Third, it was 
determined that Strategic Insight Capability has a 
significant effect on Organisational Effectiveness (β ≈ 
0.43, p < .001). Organizations with elevated levels of 
strategic foresight, data interpretation skills, and 
responsiveness report enhanced performance 
outcomes. The structural model clarifies 
approximately 59% of the variance in Organisational 
Effectiveness (R² = 0.59), reflecting a strong predictive 
accuracy within organizational research. Fourth, 
there is also a direct and significant influence of 
Digital Transformation Capability on Organisational 
Effectiveness (β ≈ 0.31, p < .001). Additionally, its 
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indirect effect via Strategic Insight Capability was 
found to be significant as well—indicating partial 
mediation. This result implies that while digital 
transformation directly contributes to improved 
performance outcomes, a substantial part of its 
impact is mediated by an organization’s ability to 
convert digital resources into strategic insights. In 
summary, these findings highlight that digital 
transformation extends beyond mere technological 
enhancement; it represents a multifaceted capability 
that reinforces strategic cognition and overall 
organizational performance. Strategic Insight 
Capability emerges as an essential mediating factor 
through which digital transformation fosters 
organizational effectiveness in today’s Indian 
business landscape. 

7. DISCUSSION 

The results offer robust empirical evidence 
supporting the idea that digital transformation 
within Indian organizations functions as an advanced 
organizational capability rather than merely a 
discrete technological initiative. The statistically 
significant correlation between digital transformation 
and strategic insight capability indicates that 
elements such as digital infrastructure, analytics 
platforms, and automation systems play a pivotal 
role in enhancing interpretive and decision-making 
skills. This implies that digital transformation alters 
the way organizations manage information, 
collaborate across different functions, and devise 
strategies. It is not simply the existence of technology 
that drives outcomes; rather, it is the organizational 
processes that integrate technology into strategic 
planning. The significance of the partial mediation 
effect is notable from both theoretical and managerial 
perspectives. The findings suggest that digital 
transformation has a direct impact on organizational 
effectiveness, likely through improvements in 
operational efficiency, cost reduction, and 
standardization of processes. Nevertheless, a 
considerable portion of this influence operates via the 
strategic insight capability. This observation 
strengthens the argument that competitive advantage 
arises when digital data are transformed into 
proactive and future-oriented strategic actions. In 
essence, while digital systems enhance information 
visibility, it is the organization's interpretive abilities 
that convert this visibility into strategic value. This 
conclusion aligns with the dynamic capabilities’ 
framework, which highlights the importance of 
recognizing opportunities, acting on them through 
informed choices, and reconfiguring resources to 
maintain performance. In the context of India, these 

findings hold particular relevance. India is 
experiencing rapid digitization, with infrastructure 
growth and supportive policies accelerating digital 
adoption across various sectors. However, there is 
significant variability in managerial capability 
development, data literacy levels, and cross-
functional collaboration among firms. Consequently, 
disparities in strategic insight capability may account 
for why similar levels of investment in digital 
technologies yield different performance results. 
Organizations that institutionalize data-driven 
strategic processes seem to be more effectively 
positioned to harness digital transformation for long-
term success. 

8. THEORETICAL CONTRIBUTIONS 

This research presents several significant 
theoretical advancements. Firstly, it enhances the 
literature on digital strategy by empirically defining 
and measuring digital transformation as a dynamic 
organizational capability instead of merely a 
technological factor. By situating digital 
transformation within a capability-based paradigm, 
this study deepens the understanding of how digital 
resources are leveraged to produce performance 
results. Secondly, the introduction and empirical 
validation of strategic insight capability as a 
mediating construct expand existing research on 
dynamic capabilities and organizational cognition. 
While previous studies have focused on learning and 
absorptive capacity, this work emphasizes the 
particular importance of interpretive, analytics-
driven strategic thinking in digital environments. It 
elucidates how digital transformation impacts 
effectiveness. Lastly, this study contributes to 
scholarship on emerging markets by providing 
substantial empirical evidence from India. Research 
on digital transformation has largely been centered in 
Western contexts, often based on technologically 
advanced institutional settings. By examining India a 
rapidly digitizing yet diverse economy this study 
enhances theoretical applicability and contextual 
relevance. 

9. MANAGERIAL IMPLICATIONS 

The results carry considerable implications for 
managers and policymakers. Firstly, organizations 
must acknowledge that mere investment in digital 
technologies does not ensure strategic benefits. 
Spending on AI systems, cloud solutions, and 
analytics tools needs to be supported by structured 
capability development initiatives such as analytics 
training programs, leadership development aimed at 
data-informed decision-making, and integrated 
systems that promote knowledge sharing across 
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functions. Secondly, firms should establish 
mechanisms for generating insights within their 
governance frameworks. Rather than depending on 
sporadic data reports, organizations ought to 
implement formal procedures for converting 
analytics outputs into strategic discussions. 
Boardrooms and senior leadership teams need to 
transition from solely focusing on technology 
acquisition to incorporating digital intelligence into 
the cycles of strategic planning. Thirdly, companies 
should emphasize cultural alignment and data 
literacy throughout all levels of hierarchy. Strategic 
insight capability is not limited to top management; it 
arises from collaboration among data experts, 
operational managers, and strategic leaders. 
Organizations that nurture a culture of inquiry, 
experimentation, and evidence-based reasoning are 
more likely to derive long-term value from their 
digital transformation efforts. 

10. CONCLUSION 

This study illustrates that digital transformation 
significantly boosts organizational effectiveness 
within Indian firms. Its impact is greatly enhanced 
when companies develop strategic insight capability 
alongside technological advancements. While 
technology facilitates structural improvements 
enhancing speed, visibility, and connectivity it is 
interpretive skills that convert these technological 
assets into lasting competitive advantages. The 
findings highlight an essential principle for modern 
organizations: while digital capabilities create 
opportunities for potential success, it is through 
strategic insight that these potentials are realized. 
Firms that effectively merge structural 
transformations with cognitive-strategic insight 
mechanisms are better equipped to attain superior 
financial performance, operational excellence, 
enhanced innovation capabilities, and sustained 
effectiveness in India's dynamic and competitive 
business environment. 
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