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ABSTRACT

This study aims to explore the mediating role of entrepreneurial capabilities in the relationship between digital trans-
formation and competitive advantage in the Iraqi banking sector. The study adopted a descriptive-analytical approach,
and data were collected through questionnaires distributed to 235 managers in private banks in Iraq, using a structured
survey instrument. Structural Equation Modeling (SEM) was employed via AMOS v.25 to analyze the data and test the
hypothesized relationships. The results revealed a statistically significant positive relationship between digital transfor-
mation and competitive advantage, highlighting the pivotal role of digital transformation in enhancing banks’ ability
to achieve competitive superiority. More importantly, the study found a full mediating effect of entrepreneurial capa-
bilities—such as creativity, risk management, and opportunity exploitation—in this relationship, as these capabilities
act as a fundamental mechanism for transforming digital potential into effective competitive strategies. Furthermore,
the SEM results confirmed the robustness of the proposed model through excellent fit indices such as CFI and RMSEA,
thereby supporting the theoretical framework. Digital transformation in banking is thus considered the foundation of
institutional development, with digital human resources representing its core pillar. Entrepreneurial capabilities—such
as creativity, proactiveness, and adaptability—contribute to directing this transformation and effectively leveraging
technologies, thereby enhancing banks’ competitiveness in a dynamic environment. The study recommends adopting
digital transformation as a comprehensive strategic option within Iraqi private banks, integrating it into the institutional
vision and long-term plans to strengthen banks’ adaptability to the changing banking environment.

Keywords: Digital Transformation, Entrepreneurial Capabilities, Sustainable Competitive Advantage, Structural Equation
Modeling (SEM), Iraqi Banking Sector.
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