International Journal of Economics, Business and Accounting Research (IJJEBAR)
Peer Reviewed — International Journal

Vol-7, Issue-2, 2023 (IJEBAR)

E-ISSN: 2614-1280 P-ISSN 2622-4771

https://jurnal.stie-aas.ac.id/index.php/IJEBAR

DYNAMIC EFFECT CAPABILITIES ON ORGANIZATION RESILIENCE WITH
DIGITAL TRANSFORMATION AS A MEDIATION VARIABLE

Yuliana Sri Purbiyati, Vincentia Devina Setyawati
Darma Cendika Catholic University
Email : ysripurbiyati@gmail.com

Abstract: Whatever the organization, it is important to pay attention to dynamic capabilities . Even
though there have been many studies related to dynamic capabilities, they are still
relevant today. This research is a follow-up study of the same theme that the author has
examined. The difference is in the research sample. This study tries to present the
influence of dynamic capabilities on organizational resilience by mediating digital
transformation from the point of view of school principals and their representatives.
Data was taken by distributing questionnaires via Googleform as primary data. Data
analysis was performed with smartPLS. From the two direct effect hypotheses, it was
found that the two hypotheses proved to have a positive and significant relationship,
namely, dynamic capabilities on organizational resilience and digital transformation
towards organizational resilience. For an indirect relationship, significant results were
also found, namely the relationship between dynamic capabilities and organizational
resilience with digital transformation as a mediating variable.
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1. Introduction

Education is a strategic factor which is the center of all areas of life (Makkawaru, 2019).
Therefore, it should be implemented with a strategy (Kahuripan, 2020). After all, education is the
center of life which is visited by thousands of children even their parents. Basic education has an
important role for which all parties should be responsible, including universities (UNESCO, 2021).
Basic education is the basis for all subsequent levels of education. in his speech at the United
Nations (UN) at the 2022 Transforming Education Summit, the Indonesian Minister of Education
voiced the transformation of education in our country. This was also conveyed in the framework of
Indonesia’s efforts to get used to returning online to offline patterns after Covid-19. It cannot be
denied that Covid 19 poses a threat to all areas of life including school organizations (Gigauri,
2020) .

Who actually contributes to education is still a question (Raychaudhuri, 2020) . Education is
a means of achieving national education goals, namely educating the nation's life, improving the
quality of Indonesian people and implementing an advanced, just, prosperous and civilized
Indonesian society (Salbiyah, Siti; Nuraini, Fitri & Rosmaniar, 2019) . Therefore, an appropriate
curriculum and teacher professionalism are needed (Indy, 2019) . This is in order to be able to
answer that schools must print generation 5.0 in an attractive, inclusive manner which at the same
time must adopt technology and information digitally (UNESCO, 2021) , (Zhang et al., 2021) . But
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in reality many schools are powerless. It will even be difficult for private schools which are not
only having financial difficulties but also have a shortage of students (Usman, 2020) .

There is a discrepancy between the existing reality and the ideal situation that schools must
have. For this reason, schools must overcome the problem, in particular the principal and his team
must learn not only from within themselves but also from outside the organization so that schools
can find competitive advantages with dynamic capabilities, namely organizational processes in
using resources to integrate, rearrange, acquire and create changes in the market (Situmorang,
2018) . Including capturing digital transformation is an important opportunity in overcoming
current problems (Zhang et al., 2021) . What needs further attention is the use of technology in
education as a whole (Parker et al., 2022)so that it can overcome threats (Verhoef et al., 2021).

Based on the explanation above, it can be concluded that dynamic capability is a strategy to
find competitive advantage. Therefore, this study tries to capture opportunities that dynamic
abilities can be applied to education so that school organizations can maintain their existence.
Therefore, the focus of this research is to explain the influence of dynamic capabilities on the
organization resilience with the digital transformation variable as a mediating variable from the
point of view of school leaders. This research is focused on the views or opinions of the principal
and his representatives. Thus, the question of this research is whether the effect of dynamic
capabilities on organizational resilience with digital transformation as a mediating variable ? The
purpose of this study was to find positive or negative effects of dynamic capabilities on
organizational resilience with digital transformation as a mediating variable.

The Covid-19 pandemic has encouraged schools to be creative in implementing online
learning (Rapanta et al., 2021) . Following this opinion, the school has utilized the theory of
dynamic capabilities. Therefore, this study is based on the theory of dynamic capabilities. The
theory of dynamic capabilities explains the ability of an organization to take advantage of
opportunities to overcome threats so that the organization survives as a real effort of the
organization's ability to integrate, build, and rearrange its internal and external competencies in
order to deal with rapidly changing environments (DJ Teece, 2007 ) . Dynamic capabilities
integrate, build, and rearrange organizational internal and external capabilities in order to deal with
environmental changes (Teece et al., 2009) .

This research contributes to implementing dynamic capabilities theory in education. In
dynamic capabilities (DC) theory, current resource-based DC processes have been applied, namely
sensing, seizing, transformation (DJ Teece, 2007) . The DC processes that modify resources are
sensing, seizing, transformation. Organizational capacity to spot market opportunities and threats,
seize highly profitable opportunities and then capitalize on them (DJ Teece, 2007) . This study
implements DC in education (Hitt et al., 2021) to develop the concept of DC, namely sensing,
seizing, transformation as the main means of how schools take advantage of digital transformation.

Opinion of R. Sousa & Voss, (2008) as a reference for this study, namely DC to explain
causal relationships that allow organizations to recover and adapt from post-Covid-19 so that
organizations survive/ resilience . Judging from the origins of the word, the word resilience comes
from the Latin "resilire” and "resilio™ which means "to rise again” or "jump back" (Gruber et al.,
2020) . Organizational resilience is a multidisciplinary concept with the ability to return to a pre-
disruption state (Bhamra et al., 2011) . Organization resilience or organizational resilience is
included in the field of organizational management research (Meyer & Rowan, 1977) . The
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intended resilience is the ability to grow and develop in the future (Reich, 2006 ) . A resilient
organization is one that is able to make and maintain positive adjustments under stressful conditions
(Sutcliffe & Vogus, 2003) . Organizational resilience has two dimensions, namely adaptability and
agility (Akpan et al., 2022) , which is related to an organization's ability to survive and its agility in
dealing with rapid changes in the organizational environment.

Within companies, digital transformation involves integrating internal and external
resources through information technology, computing, communication, and connectivity to rebuild
the vision, strategy, organizational structure, processes, capabilities, and organizational culture in
adapting to the ever-changing digital world (Vial , 2019) . Nwankpa & Roumani (2016) were
among the first to develop digital transformation, such as big data, analytics, cloud, mobile and
social media platforms, integrating digital technologies such as social media, big data, analytics,
cloud and mobile technology to drive change. There are nine dimensions of digital transformation,
namely structural, informational, environmental, security, quality, financial, cultural, innovation,
and participatory (Zaoui et al., 2019) . The dimensions of information technology innovation
consist of three constructs: technology design, process technology, and ICT management, which are
the dimensions adapted for this study.

The conceptual framework of this research is to describe the thought process in analyzing
research concepts from previous theories and research. Thus, exploring theory to direct the flow
and thinking process of deductive writing. Following the opinion of Sekaran and Bougie (2016),
deductive reasoning is testing theories that are universal towards specific analysis. Inductive
reasoning ( inductive reasoning ), is a process in which certain phenomena are observed to have
general conclusions (Sekaran & Bougie, 2016) . Empirical study is research which is a
generalization process of something that is specific to be able to conclude in general, so that it can
be implemented or used in other tests. Inductive reasoning tends to be used in empirical studies.
Theoretical studies and empirical studies can provide a basis for determining indicators to assess
the independent variables, dependent variables, and mediating variables as well as moderating
variables used in this study. digital transformation offers useful information and resources to
continue business and build resilience in disruptive situations.

The unpredictable future is a key DC process that identifies opportunities for organizational
growth before the possibility becomes clear to all (D. Teece et al., 2016). Proactivity is the key in
seizing opportunities. In this research, technology is a way out to do (D. J. Teece, 2018). Sensing
for novelty is influenced by abilities such as sensing, rational thinking, and planning scenarios that
proactively identify the implications of observed events and organizational trends (D. Teece et al.,
2016). A strong sensory capacity is urgently needed to manage the post-Covid-19 situation because
education has an extraordinary effect. Digital transformation is expected to be able to maintain the
continuity of schools and in the Indonesian context, education can recover faster and rise stronger (
(Astungkoro, 2022), (Swasty, 2022), (Rahmawati, 2022)).

In response to opportunities or challenges in overcoming organizational problems,
organizations can appoint staff to build digital transformation within their organizations (Pool,
2020). The dynamic capabilities framework provides a powerful lens for studying strategic change
in organizations (Schilke et al., 2018). DC describes an organization's capacity: “(a) to sense and
use opportunities to overcome threats, (b) to seize opportunities, and (c) to maintain
competitiveness through upgrades, acquisitions, mergers and when necessary then reconfiguring
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tangible and intangible assets ( Teece, 2007) . Associated with digital transformation then
Sambamurthy et.al. (2003) proposed that organizations should use information technology
infrastructure (Warner & Wager, 2019). Information technology utilization competencies have been
reported to enable a variety of agile responses, ranging from complex steps such as starting a new
company venture for new product development to simple steps such as adjusting existing
production processes and resource utilization (Rigby et.al., 2016 ) . Therefore, it is expected that
hypothesis 1 (H1), is that the DC variable has a positive effect on the digital transformation variable

Digital transformation has become an important area for organizations to increase their
resilience. It is of great practical significance to effectively carry out digital transformation to
achieve organizational resilience (Zhang et al., 2021) . Technology investments help organizations
to develop systematic control, in times of crisis and actively seek resources, and quickly develop
adaptive solutions. Digital transformation prepares for organizational survival and success when
facing unexpected crises (He et al., 2022). Thus, the expectation is H2: Digital transformation
variables have a positive effect on Organizational Resilience.

DC describes organizational capacity in terms of “(a) perceives and find opportunities and
threats, (b) seize opportunities, and (c) maintain competitiveness through upgrades, acquisitions,
mergers, and reconfiguration of visible and invisible assets” (D. J. Teece, 2007). Related to digital
transformation, Sambamurthy et.al. (2003) suggest that organizations should use information
technology infrastructure (Warner & Wager, 2019). The use of informatics technology enables the
ability to respond agilely, ranging from complex steps for new product development to simple steps
for adjusting production processes according to resources (Rigby, D., Sutherland, J, and Takeuchi,
2016). Thus H3: DC variable has a positive effect on organizational resilience through digital
transformation as a mediating variable.

2. Methodology

This research is a quantitative research so that the quantitative method approach.
Researchers describe the problem and then identified it into the hypothesis. The population of this
study refers to all groups of people, events, or interesting things to be investigated (Sekaran &
Bougie, 2016, p. 236) . A group of people are school principals and four of their deputies in St.
Dominic Foundation schools. The sample was determined based on the opinion of Hair et al. (2018)
, hamely (Number of indicators + number of latent variables) x (5 to 10 times). Based on these
guidelines, the minimum sample size for this study = (17 + 3) x 5 = 100 respondents. The sample
for this research was taken from school principals and their representatives at schools at the Santo
Dominic Foundation located on the island of Java, Indonesia. Precisely the Santo Dominikus
Foundation schools in the city of Yogyakarta, Purwokerto, Cirebon and Cimahi as many as 120
respondents.

The research instrument used in this study was a questionnaire with five Likert scales to
measure respondents’ perceptions of this research phenomenon. The Likert scale measures how
much the respondent agrees or disagrees with the given statement (Sekaran & Bougie, 2016).
Giving a score is strongly disagree (1), disagree (2), neutral (3), agree (4), and strongly agree (5).

Data were analyzed by descriptive statistical analysis and Partial Least SEM Squere . The
analysis is used to develop or estimate an existing theory (Sarwono, J dan Narimawati, 2015). The
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use of the PLS structural model is assisted by the SmartPLS 3.0 software. Based on the explanation
above, the research model is as follows.

Dynamic
Capabilities
(6.9

Digital
Transformation

@

Organizational
resilience (Y)

Figure 1. Research Model

Thus the hypothesis is as follows.
H1: Dynamic Capabilities has a positive effect on Organizational Resilience.
H2: Digital Transformation has a positive effect on Organizational Resilience.
H3: Dynamic capabilities have a positive effect on Organizational Resilience with Digital
Transformation as variable mediation.
Table 1 below is the evaluation criteria for evaluating the reflective measurement model.
Table 1. Reliability and Validity Test of Reflective Measurement Models

Reliability Test Parameter Rule of Thumbs
Internal consistency | Composite reliability Equal to and greater than 0.7.
Validity test Parameter Rule of Thumbs
Reliability indicator (outer loading ) Greater than 0.708.
Convergent -
Average variance extracted (AVE) More than 0.5.
Lo AVE root and correlation of latent variables ( | Root AVE > Correlation of latent
Discriminant L -
Fornell-Larcker Criterion ) variables.

Source: (Sekaran & Bougie, 2016); (Hair et al., 2018)

3. Results
The data used in this study are valid and reliable data with the results of the validity and
reliability tests which can be seen in Table 6 in the attachment to this study. Table 3 below is the
result of path coefficient analysis and hypothesis testing.
Table 3. Path Coefficient Results and Hypothesis Testing

hypothesis Track Path T- P- Information
Coefficient| Statistics | Values

1 Dynamic Capabllltle_s —>Digital 0.756 13,387 0.000 significant
Transformation
2 Digital Transforma_tl_on —>Organizational 0.814 10.017 0.000 significant
Resilience

This study uses a margin of error of 5% or confidence level 95%. Therefore, the hypothesis

is accepted if the p-value < 0.05. Based on Table 1, the results show that
1) Dynamic Capabilities > Digital Transformation path has p-values = 0.000 <0.05, so H1 is
supported. The direct effect of Dynamic Capabilities on Digital Transformation has a path
coefficient value of 0.756 which means it shows a positive relationship. With p-values > 0.05,
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the results can be interpreted as Dynamic Capabilities have a significant direct influence on
Digital Transformation. Thus the increase or decrease in DynamicCapabilities affects the
increase or decrease in Digital Transformation.

2) Digital Transformation - Organizational Resilience (H2) path has a p-value = 0.00 <0.05, so the
second hypothesis is supported. The direct effect of Digital Transformation on Organizational
Resilience has a path coefficient value of 0.814 and is positive, which means that Digital
Transformation has a significant positive influence on Organizational Resilience. Therefore,
every time there is an increase in the level of Digital Transformation, the Organizational
Resilience of the school will also increase and vice versa if Digital Transformation decreases,
the Organizational Resilience of the school will also decrease.

Table 4. Mediation Test

hypothesis Track Path T- P- Information
Coefficient Statistics | Values

3 Dynamic Capabilities - Digital
Transformation ->Organizational 0.616 7,029 0.000 Significant
Resilience

Indirect influence between Dynamic Capabilities towards Organizational Resilience through
Digital Transformation as a mediating variable has a coefficient value of 0.616 and the p-value of
the Sobel test is 0.000. Because the p-value < 0.05, the result is that the Digital Transformation
variable is able to mediate the effect of Dynamic Capabilities on Organizational Resilience . The
higher Dynamic Capabilities results in higher Organizational Resilience, if Digital Transformation
is also higher. That means H3 is accepted.

Examination of the goodness of fit model in PLS can be seen from the predictive-relevance
value (Q2). The Q2 value is calculated based on the R2 value of each endogenous variable as
follows.

Table 5. R Test Results 2

R Square
Organizational Resilience 0.675
Digital Transformation 0.572

The predictive relevance value (Q2) is obtained from:
Q?=1-(1-R:°)(1-R.?)
Q2?=1-(1-0572)(1-0.675)
Q%=0.861

predictive-relevance value of 0.861 or 86.4% is very high so that the model can be said to
have relevant predictive value. The predictive relevance value of 86.1% indicates that the diversity
of the data that can be explained by the PLS model built is 86.1% or in other words the information
contained in the data is 86.1% that can be explained by the model. The remaining 13.6% is
explained by other variables (which are not included in the model) and errors.

Discussion

This study includes three variables, namely Dynamic Capabilities, Digital Transformation,
and Organizational Resilience . This discussion is to achieve the research objectives and interpret
the level of significance of the hypotheses and the findings of this study. The indicators of all the
research variables are valid and reliable. This shows that all indicators are in accordance with the
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conditions that occur in schools at the Santo Dominic Foundation. Of the three hypotheses, namely
H1, H2, H3, all are significant.
1) The Effect of Dynamic Capabilities on Digital Transformation

Previous research on the effect of Dynamic Capabilities on Digital Transformation is
significant ( (Marx et al., 2021), (Ellstrém et al., 2022). This finding is also supported in terms of
digital dynamic capabilities which have a direct influence on strategic renewal (Lukito et al., 2021)
. The research results have the same results as the results of these previous studies, namely the
effect of Dynamic Capabilities on Digital Transformation is significant.

It proves that demonstrates the relationship between dynamic capabilities (also digital ones)
and successful strategic renewal. It was further confirmed that digital dynamic capability is a
process, which must be built or used linearly from time to time for strategic updates (Lukito et al.,
2021). Furthermore, Lukito et al. (2021) explained that the essence of this digital transformation
lies in the capabilities of the organization. Digital dynamic capabilities highlight what capabilities
an organization needs for that organizational change. Dynamic capabilities understand how Digital
Transformation is used in organizations. Digital Transformation is great for the organization.
Which in use requires preparations and well communicated with all members of the company
(Ellstrom et al., 2022). He further explained that digital transformation is not as simple as it seems.
Digital transformational requires the interconnection of things, people, and data within the
organization. A widely accessible and unified digital infrastructure will most likely facilitate mutual
understanding and collaboration between business units and departments. Digital infrastructure
functionality enables communication and provides the foundation for realizing digital
transformation (Ellstrom et al., 2022).

Thus, after it has been proven that Dynamic Capabilities on Digital Transformation has a
significant influence, the next step for the organization or in this case the schools at the Santo
Dominican Foundation must prepare other things. The things that need to be prepared are the
awareness of all human resources on the importance of digital transformation, funds, facilities that
are connected between departments. The mindset of the organization must change so that it can be
ready to use digital transformation as a means of change in the organization.

2) The Effect of Digital Transformation on Organizational Resilience

The results of this study indicate that digital transformation has a significant positive effect
on organizational resilience, so H2 is accepted. The findings confirm that the more advanced digital
transformation, the more advanced organizational resilience will be. Thus answering H2, namely
digital transformation is significant and has a positive effect on organizational resilience in schools
at the Santo Dominican Foundation. This finding is consistent with the results of existing research,
namely Digital transformation has a positive effect on organizational resilience (Li et al., 2022), it
also has a positive effect on small and medium enterprises (Syed et al., 2020). In addition, digital
transformation is also a key factor in organizations to create organizational resilience (Zhang et al.,
2021).

Digital technology can better maintain an organization's existence in times of crisis because
it has the potential to assist organizations in building infrastructure with support systems to increase
systematic control (He et al., 2022). In fact, it was concluded that digital transformation has a
positive correlation with operational performance so that digital transformation is the only way to
realize sustainable development (Teng et al., 2022). This proves that the effective use of digital
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elements is increasingly becoming an important component of resilience (Aksay & Sendogdu,
2022).

The use of digital transformation supports resilience both for companies (Li et al., 2022),
small and medium enterprises (Syed et al., 2020) and finally also schools, namely schools at the
Santo Dominican Foundation as proven by this research. Digital transformation is the key to
building organizational resilience and using digital transformation can overcome organizational
crises so that organizations can survive.

3) Digital Transformation Mediation on the Effect of Dynamic Capabilities on Organizational
Resilience

The results of this study indicate that the influence of Dynamic Capabilities on
Organizational Resilience through digital transformational mediation variables is significant or
acceptable. Thus H3 is accepted. Dynamic capabilities through digital transformation have a
significant and positive effect on organizational resilience or being supported. Data analysis shows
that the effect of dynamic capabilities on digital transformation is significant and the effect of
dynamic capabilities on organizational resilience is also significant. Thus, it is found that full
mediation occurs because dynamic capabilities have a significant direct effect on digital
transformational and digital transformational has a significant direct effect on organizational
reliability. This means that digital transformation plays a role as a bridge between dynamic
capabilities and organizational resilience in schools at the Santo Dominican Foundation.

The findings of this study are in line with previous research that digital transformational has
an effect between dynamic capabilities and organizational resilience, especially for small and
medium enterprises (Marx et al., 2021) , (Solheim & Rasmussen, 2021) , (Girardi, 2023) ,
(Putritamara et al. ., 2023) . The development of digital capabilities is very important for generating
innovation and taking advantage of the mediating effects of technological capabilities to improve
company performance (Heredia, Castillo-Vergara, et al., 2022) . In reality on the ground, the use of
technology will indeed cost a lot of money (Heredia, Rubifios, et al., 2022) , so a clear explanation
is needed to all parties within the organization (Alkhamery, Nabil; Zainol, Fakhrul Anwar; Al-
Nashmi, 2021) so that digital transformational use must be studied more broadly (Hussain & Malik,
2022) .

4. Conclusion

The results of this study are digital transformation supports organizational resilience. Digital
transformational becomes the mediation between dynamic capabilities and organizational
resilience. Digital transformational provides opportunities as an effort to maintain the organization.
Even in its use, for digital transformation itself, a lot of preparations are needed. This is because the
use of digital transformational will lead to the unpreparedness of human resources because they
have to make adjustments. The implementation of digital transformational will also have an effect
on costs, so all stakeholders, especially management, must know this. Of course, patience is needed
for all parties because the use of digital transformation also requires trials to find the right formula.

This also applies in the context of schools, even though there are not a few differences
between schools and companies. Especially for private schools, everything must be done carefully
S0 as not to cause shock to various parties in the school itself. Therefore, management must always
be open and always learn from the current situation. This research can be expanded by adding other
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variables, such as the influence of leadership, organizational culture, or organizational commitment.
In addition, future research can also link the performance of teachers and employees, for example,
to prove whether the higher the performance, the higher the loyalty (Alhendi, 2019). The higher
employee commitment will have an impact on loyalty and ultimately the resilience of the
organization itself.
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