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ABSTRACT

Ongoing economic imbalances worldwide have demanded a major
transformation froman industrial-based economy (relying on tangible assets) into an
intellectual capital-based economy (relying on intangible resources). In today’s
competitive market scenario, effective manipulation of intellectual capital components
has emerged as the basis for value creation, thus leading to the innovative performance
of the financial institution. Lately, intellectual capital components (human, structural,
relational and social) and their implications on innovation performance have generated
renewed research interest. Based on these facts, this study examined the impacts of
intellectual capital components to gain the competitive advantages of commercial
banks of Irag in terms of improved innovation performance. Direct and indirect effects
of various study variables on intellectual capital components and innovation
performance were determined to validate such claims. To ascertain the direct
influence, the relationship between different antecedent factors such as culture and
trust in intellectual capital components was analysed. In addition, a correlation
between intellectual capital components (as intangible assets) and innovation
performance in the banking sector was established. To find out the indirect impact, the
interaction between the various factors of the dynamic capabilities (such as sensing,
seizing, and reconfiguring) in moderating the relationship between intellectual capital
components and innovation performance was evaluated. The positivism philosophy,
deductive approach and quantitative method were used as the research methodology to
accomplish the research objectives. In this process, a questionnaire survey and
purposive sampling technique were used to collect the responses from 364 employees
of the Iragi commercial banks (with a response rate of 77.4%) to verify the study
hypotheses. The obtained data were analysed statistically using the SPSS .25 and
AMOS v.24 software. The results revealed a significant impact of culture and trust
(antecedent factors) on various intellectual capital components. Furthermore, a strong
connection between these antecedent factors and intellectual capital components was
evidenced, confirming the study hypotheses. Interestingly, intellectual capital
components were found to enhance the innovation performance of the banks
significantly. Besides, the dynamic capabilities were shown to moderate the
correlation between intellectual capital components and innovation performance in the
Iragi commercial banks positively. Thus, this will improve the competitive
advantages. It was asserted that intellectual capital components implementation could
strongly influence the innovation performance of the financial sector, leading to
numerous benefits to the bank employees and long-term sustenance. Thus, it can be
concluded that commercial banks must consider intellectual capital components as a
catalyst for creative innovations. In short, this study provided some valuable insigh ts
and guidance to the academicians and practitioners in the financial sector regarding the
development of intellectual capital components to enhance the innovation
performance, especially for the Iragi commercial banks to take full advantage of their
intangible assets.
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ABSTRAK

Ketidakseimbangan ekonomi yang berterusan di seluruh dunia menuntut
transformasi besar dari ekonomi berasaskan industri (bergantung pada aset ketara)
kepada ekonomi berasaskan modal intelektual (bergantung pada sumber yang tidak
ketara). Dalam senario pasaran yang kompetitif hari ini, manipulasi komponen modal
intelektual yang efektif telah muncul sebagai asas untuk penciptaan nilai, sehingga
membawa kepada prestasi inovasi institusi kewangan. Semenjak kebelakangan ini,
komponen modal intelektual (manusia, struktur, hubungan dan sosial) dan
implikasinya terhadap prestasi inovasi telah menjana minat penyelidikan yang baru.
Berdasarkan fakta-fakta ini, kajian ini meneliti impak komponen modal intelektual
untuk memperoleh kelebihan daya saing bank perdagangan di Iraq dari segi
peningkatan prestasi inovasi. Kesan langsung dan tidak langsung dari pelbagai
pemboleh ubah kajian terhadap komponen modal intelektual dan prestasi inovasi telah
ditentukan untuk mengesahkan tuntutan tersebut. Untuk memastikan pengaruh
langsung, hubungan antara faktor anteseden yang berbeza seperti budaya dan
kepercayaan terhadap komponen modal intelektual telah dianalisis. Di samping itu,
hubungan antara komponen modal intelektual (sebagai aset tidak ketara) dan pre stasi
inovasi untuk sektor perbankan telah diwujudkan. Untuk mengenalpasti kesan tidak
langsung, interaksi antara pelbagai faktor keupayaan dinamik (seperti penderiaan,
penyitaan, dan penyusunan semula) dalam menyederhanakan hubungan antara
komponen modal intelektual dan prestasi inovasi telah dinilai. Falsafah positivisme,
pendekatan deduktif dan kaedah kuantitatif digunakan sebagai metodologi
penyelidikan untuk mencapai objektif kajian. Dalam proses ini, tinjauan soal selidik
dan teknik persampelan bertujuan digunakan untuk mengumpul maklum balas dari
364 pegawai bank perdagangan di Iraq (dengan kadar maklum balas 77.4%) yang
mengesahkan hipotesis kajian. Data yang diperoleh telah dianalisis secara statistik
menggunakan perisian SPSS V.25 dan AMOS v.24. Hasil menunjukkan pengaruh
budaya dan kepercayaan yang signifikan (faktor anteseden) pada pelbagai komponen
modal intelektual. Tambahan pula, hubungan yang kuat antarafaktor anteseden dan
komponen modal intelektual ini telah dibuktikan, bagi mengesahkan hipotesis kajian.
Menariknya, komponen modal intelektual didapati meningkatkan prestasi inovasi bank
dengan ketara. Di samping itu, kemampuan dinamik telah ditunjukkan mampu untuk
menyederhanakan secara positif korelasi antara komponen modal intelektual dan
prestasi inovasi di bank perdagangan Irag. Justeru itu, ia akan meningkatkan kelebihan
daya saing. Ditegaskan bahawa pelaksanaan komponen modal intelektual dapat
mempengaruhi prestasi inovasi sektor kewangan, yang membawa kepada pelbagai
manfaat kepada pekerja bank dan pendapatan jangka panjang. Oleh itu, dapat
disimpulkan bahawa bank perdagangan wajar mempertimbangkan komponen modal
intelektual sebagai pemangkin untuk kreatif inovasi. Ringkasnya, kajian ini
memberikan beberapa pandangan dan panduan berharga kepada para akademik dan
pengamal di sektor kewangan mengenai pengembangan komponen modal intelektual
untuk meningkatkan prestasi inovasi, terutama bagi bank perdagangan Iraq untuk
memanfaatkan sepenuhnya aset tidak ketara mereka.
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CHAPTER 1

INTRODUCTION

1.1  Research Background

Currently, the main concern of the world economy is to develop some
competitive outlooks of the banks that can enforce the conventional managerial
practices to become more strategized through cost-cutting, re-engineering, and
benchmarking. However, all these strategies practically became inefficient and
deficient in acquiring the practical markets’ competitive advantages (Guo and Pillath,
2017). Consequently, the global economic reforms have posed a critical question
regarding the master plans of the enterprises for their future survival in the
competitive market environments. Previous studies have focused on the essential
economic constituents represented by banks’ performance that could offer solutions
to the financial performance improvement (Abhayawansa and Guthrie, 2016).
Nevertheless, all these solutions have neglected the impact of intellectual capital
development that can describe the entire scenarios understandable by the
organisation’s employee, thus facilitating to accomplish the values of the enterprise
(Opresnik and Taisch, 2015).

Innovation performance is considered as the improvement or modernization
in the formation of novel ideas (Koryaketal., 2015; Sietal., 2020; Sok and O’Cass,
2015) or the development and execution of better/professional work culture from the
customer's perspectives (Asiaei and Jusoh, 2017). In addition, it aims to improve the
internal business structures and processes, creating new goods and better-quality
services to fulfill the market demands (Kamau and Oluoch, 2016). Thus, innovation
performance can be considered as the intermediary variables among definite
processes of businesses and common performances of the organisations, therefore

enabling some superior depiction of the action and impact that may be achieved



within the organisations (Sahibzada et al., 2019). Some studies exhibited a positive
relationship between intellectual capital components as non-tangible assets and

innovation performance (Alrowwad, 2020; Jabbouri et al., 2016).

Repeated researches revealed that innovation could significantly affect the
organisations' existence, competitiveness, and growth through its influence on the
customer's satisfaction, employees’ productivity, service quality,companies share,
market value, and customers retention. It was shown that innovation performance
could increase the sales and market shares with considerable customers satisfaction
(McDowell et al., 2018; Xu and Wang, 2018). Additionally, the innovation can
generate economic value for the organisations, thereby increasing the profits and
improving the performance (Cabrilo et al., 2018). Briefly, the innovation
performance of any organisation can be described as the degree to which the
improvement of intellectual capital components can successfully generate the
outcomes, leading to novel or significantly improved products or services
(Rosenbuschetal., 2019).

Tastan and Davoudi (2015) demonstrated that innovation performance could
originate from the mental properties represented in the facts, figures, reports and
procedures of the organisations. It was argued that in addition to improve the
employees’ knowledge, skill and perception like the non-sensorial and intangible
attributes together with intellectual capital components can be exploited to acquire
wealth via the business assets expansion (Rindermann and Christainsen, 2015).
Essentially, the definitions of intellectual capital may differ according to its scale. In
this rationale, an organisation's intellectual capital can be used to generate extra
benefits or items that may be easily understood by its employees, thereby achieving
the value-based services and assets. Deltorn (2017) described the scope of
formalising, controlling, and enabling the intellectual capital to generate valuable
assets wherein the absence of intellectual capital may act as a deficiency for the

larger interest of an enterprise and expected value to be paid.

According to Zambon and Dumay (2016), intellectual capital constitutes the

static aspect of passive, measurable, classified, and potentially value-generating



knowledge. Some reports claimed that intellectual capital comprises of four
components including human, structural, relational, and social capitals (Al-Musali
and Ismail, 2016; Allameh, 2018; Cabrilo etal., 2018). Human capital is considered
as an essential ingredient of intellectual capital, determining its capital growth and
overall performance enhancement (McDowell et al., 2018). Thus, holistic talents
with excellent education and refined skill possess enhanced cognitive capacities that
can lead to their high productivity and proficient action improving the working
performance of the enterprise. Consequently, the enterprise can make improved
entrepreneurial judgments and decisions, running the company more efficiently and
eventually advance the innovation performance of the organisation (Rehman, 2020).
Despite many dedicated efforts, no consensus has been reached regarding the actual
essence of human capital and its impact on the organisational performance

improvements.

Few investigations revealed that over 50% of the intellectual capital values
were comprised of human resources and thus the knowledge, awareness, experiences
and skilfulness of the employees in an enterprise became vital in this rapidly
changing business settings worldwide (Cabrilo et al., 2018; Heaton et al., 2019).
Moreover, structural capital contains the proceduresand information system of the
organisation (Khan et al., 2016; Nimtrakoon, 2015). These processes help the
organisations coordinating their strategies, structures, culture, routines, etc. for
improving the working effectiveness. Meanwhile, the sophisticated information
system contributes in accessing valuable data to help making decisions, leading
towards enhanced competence and profits. According to the latest report, a
distinctive custom or procedure to perform the jobs and activities is the prospective
resource for innovation performance of an organisation. Organisation having
inadequate systems and processes cannot attain their prospective goals, the value
making action for an organisation may be more effectual if it has robust structural
assets (Al-Jinini etal., 2019).

The relational capital refers to the reliance in diverse modes such as
horizontal or vertical and downstream or upstream reflects different types of

cooperation or collaboration mechanisms in varieties of settings. Thus, the relational



capital of an organisation is not regarded as the resource of innovation performance
in a dynamical market scenario except used more judiciously compared to the
contestants to generate capacity arrangement (Aureli et al., 2019). Experiential
evaluation in the context of China and other emergent nations revealed that the
relational capital of an organisation could enhance its innovation performance
(Rehman et al., 2017). It was also shown that relational resources established with
the customer, supplier and various stakeholders enable generating the competitive
capacities, thus gaining a long-term sustainability (Nimtrakoon, 2015). Lastly, social
capital refers to an embedded interactional knowledge of an organisation, signifying
the nature and level of interaction among its members (Nevado et al., 2018).
According to Rodrigo et al. (2018), the social capital of an organisation acts as an
instrument to determine the possible impact of knowledge on dynamical capabilities.
Thus, an organisation with strong social capital can improves its capacity and

inspires others for betterment.

Comprehensive literature survey helped the present authors to identify the
interesting and useful aspects of intellectual capital components and their impact on
the innovation performance of an organisation. Some reports statistically informed
the situation in the financial sector, especially for the commercial banks. Various
studies displayed that intellectual capital components can contribute to innovation
performance at very low levels. For example, Abdal et al. (2017) mentioned that the
USA and UK banking sectors have low intellectual capital development of
approximately 63-67% as opposed to more than 80% in the developed countries.
Whereas human, structural, relational and social capitals were found to have 0.3
growth per year, rather than being more than 0.6% for those countries (Asiaei and
Jusoh, 2017; Cuozzo et al., 2017). Other investigations indicated similar results in
the context of developed countries like Netherland, France and so forth, wherein the
intellectual property growth was 0.2 - 0.4%. The main reasons for these low
indications are attributed to the shortages in the intellectual properties of the financial

sector.

Moreover, the situation was not better in the developing countries, especially

in the middle east. Conversely, UAE, KSA, Jordan and Syria showed high demands



for developing intellectual capital of the banking sector to achieve the required
innovation performance and overcome the present financial challenges encountered
by those countries (Beretta et al., 2019; Abhayawansa and Guthrie, 2016;
Abhayawansa et al., 2018). The studies on intellectual capital components of the
banking sector in those countriesshowed a low level of 27.4% (UAE), 25.1% (KSA),
22.0% (Jordan), and 19.4% (Syria) of growth. Concerning the present research
context, few investigations in the Iragi banking sector indicated that intellectual
capital components in the banking sector encountered serious challenges which
highly impacted the innovation performance (Adeniranetal., 2020; Alabass, 2019;
CSO, 2019; Sadq et al., 2020). Considering this trend, the present study aimed to
investigate the challenges faced by the Iragi commercial banks. It contributed a new
database in the literature via the identification of necessary reform in the Iraqi
banking sector as addressed in the financial reports of the national monitory
committee (Alabass, 2019; Ghali, 2017; Jabbouri etal., 2016; Sadq et al., 2020).

The synergistic effects of intellectual capital components on the improved
innovation performance became increasingly significant in the field of economics
and accounting practices, particularly in the banking sector (Isanzu, 2017; Shang and
Liu, 2019). However, only a few investigations have been performedto qualify the
impact of intellectual capital components on the innovation performance and
financial growth of the banking sector (Edvinsson and Malone, 2007). Past studies
revealed that the retention of successful innovation performance is determined by the
efficient and reliable actions of the bank’s capacity to learn and adjust dynamically
with the ever-altering market settings (Chang and Wang, 2012). In this insight,
intellectual capital components alone cannot gain high innovation performance
without leveraging via the transformation of capacities and resources into
competitive productivity (Agostini and Nosella, 2017). In particular, the developing
countries like Irag with full of turbulence cannot ensure high innovation performance
by merely focusing on intellectual capital components due to disrupting and volatile

economic conditions (Zhang and Wang, 2017).

All-inclusive review of the previous literature showed that the survival of the

businesses under dynamic and turbulent economic environments necessitates



continual innovations, wherein modernization acts as the key element for the
improved performance of the organisations (Alford and Duan, 2018). Indeed, the
notion of such innovations must be correlated to the development of the intellectual
capital components and incorporation of new values creation. This concept generally
encompasses diverse aspects of creativity including product making, implementation
of the emergent technologies, smart management, and meticulous strategies. In
addition, these procedures must focus on the consumers’ expectations and needs to
improve the business competitiveness and productivity in the banking sector (Kalkan
and Arman, 2014). Principally, the growth of the intellectual capital components
must be strongly linked to the improved innovation performance of an organisation
(Ferreira et al., 2020; Wendra et al., 2019). The “resource-capability-advantage”
structure suggests that sudden alteration of the market environments is the decisive
factor for both intellectual capital components and dynamic capabilities
establishment which can be considered as a significant source to support the

innovation performance of the banks (Isanzu, 2017).

Based on the aforementioned facts, the present study examined the
implications of antecedent factors of culture and trust on the main intellectual capital
components (human, structural, relational, and social). The obtained results based on
a questionnaire survey in the Iraqi commercial banks were statistically analysed to
establish a correlation amongst intellectual capital components and innovation
performance. Finally, the moderating role of the dynamic capabilities were examined
to validate the close connectivity amongst intellectual capital components and
innovation performance. It was found that by the intellectual capital components
with dynamic capabilities, a clear understanding of the competitive innovation
performance for the Iraqi commercial banks can be achieved. This systematic study
can constitute a basis to gain better knowledge of the intellectual capital components-
innovation performance correlation for the banking sector in other developing

countries.



1.2 Problem Statement

The existing literature displayed an immense significance of the intellectual
capital as a knowledge resource and cornerstone for undertaking the competitive
advantage in the businesses for innovation performance (Asiaei et al., 2020;
Budiarso, 2019; Cabrilo et al.,, 2018). Although some studies emphasized the
relationship between intellectual capital and innovation performance in financial
organisations (Duodu and Rowlinson, 2019), administrators could not use intellectual
capital effectively. According to Sangiorgi and Siboni (2017), intellectual resources
can be considered as fundamental drivers of the banks competitive advantages. Some
studies unified the concept of intellectual capital with the organisational
relationships, infrastructures, cultures, routines and intellectual properties (Dumay
and Guthrie, 2017; Lentjushenkovaand Lapina, 2014; Secundoetal.,2018). In the
Iraqi banking business, intellectual capital has been defined as the gap between a
bank's source value and the cost of replacing its assets. It is those things that we
cannot ordinarily place a price on, such as competence, knowledge, and a firm's

organisational learning potential (Alabass, 2019; Hasan, 2021).

Most of the previous researchers emphasised the effects of intellectual capital
components for explaining the reasons and factors that contribute to maintaining the
organisation's innovation performance (Asiaei et al., 2020; Scafarto et al., 2016;
Agostini and Nosella, 2017). However, an exact relationship between intellectual
capital and innovation performance in the context of the banking sector was seldom
defined (Cabrilo et al., 2018). Some literature reports criticised the success
associated with the innovation with different views and opinions regarding the
intellectual capital and its classifications into components (Chowdhuryetal., 2018;
Asiaei and Jusoh, 2015; Bogdan et al., 2017). Thus, it is essential to investigate a
multi-level correlation amongst various components of the banks’ intellectual capital
and innovation performance to shed some new knowledge and understanding on the
correlation between these factors and its implications on the bank’s innovation

performance.



In light of the current situation, Iraq is one of the Middle Eastern nations that
relies mostly on oil exports to pay its government. Therefore, the process of
controlling those assets required highly skilled employees in the banks to present
innovation performance, which contributes in adding competitive advantages to
specific bank than others and attract the attention of the national, foreign
beneficiaries and investors. The statistical investigations in the previous literature
showed that commercial banks contribute 43-47% of the total fund exchange inside
and outside the country between 2015-2020. The previous investigation in the
present research context showed instability in the required performance of the

commercial banks in the country.

Along with their tangible assets, Irag’s leading commercial banks shown an
expanding trend for developing their intellectual sources, particularly human capital
(Abdulrahman, 2017). This tendency is seen in the banks’ expenditure budgets
during the course of the current research. In contrast, studies by the World Bank and
the CPA revealed that Iraq’s commercial banking infrastructure needs were $55
billion. Furthermore, according to certain research, commercial banks spend an
average of 36-39 % of their budgets on developing intellectual capital such as
(Alabass, 2019; Ali et al., 2021; Sadq et al., 2020). This trend was a result of the
ongoing decline in intellectual capital of Iraqi banks presented in studies that found

low levels of innovative performance and competitive requirements.

Thus, Iragi commercial banks must employ efficient ways (strategies) to
penetrate the market and achieve high innovation performance and market
advantages by outlining the feasible goal values of commercial banks through
growing intellectual capital to attain high innovation performance (Abhayawansa et
al.,, 2018; Pasamar et al., 2015; Ramadan et al.,, 2017; Sarjana et al., 2017).
Statistical evidence from the previous literature is shown in Figure 1.1 throughout the
assessment of the central bank of Iraq (CBI) for the performance of commercial
banks in Iraq. The figure depicts the frequencies of low innovation performance in
Iraqi commercial banks between 2000-2019, in comparison to the objectives of the

shareholders to attain high innovation performance. Whereas, the innovation



performance levels were close to 40-65% in the mentioned period (Hamid and
Durmaz, 2021).
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Figure 1.1 Innovation performances of the Iraqi commercial banks during the period
2000-2019 adapted from CBI (2019)

The present study concentration is based on the notion that innovative
performance is critical for gaining competitive advantages such as quality of service
or/and management, strategy development, creativity, and other aspects impacting
competitive advantage in the banking industry (Ansari et al., 2016; Ferreira et al.,
2020; Wendra et al., 2019). As a result, the majority of research on innovation
performance concentrated mostly on the service and industrial industries (Aluchnaet
al., 2018; Lim et al., 2017). As a result, it is recognised that intellectual capital
consists of intangible assets that contribute to improved competitive advantages in
terms of organisational skills, knowledge, experiences, technology, and relationships
(Isanzu, 2017). As a result, Nevado et al. (2018) revealed a close relationship
between an organisation's intellectual capital and its innovation performance, which
was confirmed in a variety of situations, countries, and sectors (Cabrilo etal., 2018).
Arfah (2019) investigated the role of intellectual capital in fostering both radical and
gradual breakthroughs. Despite these attempts, a basic understanding of intellectual
capital and its significance as knowledge resources for value generation is

insufficient.



As explained earlier, the existing literature does not provide enough
understanding and perception concerning such organisational knowledge processing
towards innovation performance. Therefore, the main obstacle for accomplishing
further intellectual capital enhancement or insight can be directed to the institution's
ability to understand that the knowledge resources are intrinsically intangible (Argote
and Ingram, 2000). Although some studies indicated that innovative actions could
strongly affect the competitiveness of the banking sector and its performance (Ozkan
et al., 2017), only a few studies focused on the effective traits of the intellectual
capital that acts as a key factor for the improvements. The present study examines the
relationship between the intellectual capital components and innovation performance
for the financial expansion, concerning the banking competitiveness. Based on the
premise of the resource-based view (RBV) theory, the intellectual capital
components was shown to play a crucial role in the sustainability and
competitiveness of the organisations. Consequently, another fundamental question
emerges in the organisations related to the intellectual resources through which the

competitive advantages can effectively be achieved and uphold.

In addition, it has been argued that due to fast-tracking environmental and
technological complications, becomes problematic to develop the intellectual capital
of employees in commercial banks to acquire innovation performance for
competitive advantages (Sadq et al., 2020; Alabass, 2019; Jabbouri et al., 2016).
Instead, the banks need to rely more on other sources of renewal and innovation
(Vézina et al., 2019; Yavari and Ohadi, 2019). Thus, following Teece’s (2007)
framework on the implications of dynamic capabilities, thereby offering the
opportunity to renew the intellectual capital in the commercial banks in terms of
organisational processes that satisfy the stakeholders, shareholders and costumers’
need at the time change. Using survey data of the banks, the mechanisms by which
these capabilities enhance the intellectual capital and contribute to competitive
advantage into innovation performance. In light of the present research gap, a crucial
question refers to how organisations can renew their intellectual capital to maintain
innovation performance through tapping into these dynamic capabilities. Thus, the
present research will enrich the previous body of knowledge with the required
capabilities for renewing commercial banks’ intellectual capabilities. Lastly, the

present study examines the relationships among the variables to clarify the
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mechanisms by which these capabilities contribute to competitive advantages in the
banking industry.

1.3 Research Questions

This study examines the correlation between the present research variables
toward competitive advantages in the commercial banking sector regarding the gap
identified in the previous literature. Thus, the following research questions had been
addressed in this study.

1. Whatare the effects of culture on intellectual capital?
2. What are the effects of trust on intellectual capital?
3. Whatare the effects of human capital on structural and relational capitals?

4. What are the effects of intellectual capital on innovation performance?

5. To what extent does sensing capability moderate the relationship between

intellectual capital and innovation performance?

6. To what extent does seizing capability moderate the relationship between

intellectual capital and innovation performance?

7. To what extent does reconfiguring capability moderate the relationship

between intellectual capital and innovation performance?

1.4  Research Objectives

This study aimed to develop a logical understanding of the effects of
intellectual capital components moderated by the dynamic capabilities for better
innovation performance in Iraqi commercial banks. Based on the abovementioned

research questions, the following objectives are projected.

11



1. To examine the effects of culture on intellectual capital.

2. To examine the effects of trust on intellectual capital.

3. To examine the effects of human capital on structural and relational capitals.
4, To examine the effects of intellectual capital on innovation performance.

5. To examine the moderating role of sensing capability on the relationship

between intellectual capital and innovation performance.

6. To examine the moderating role of seizing capability on the relationship

between intellectual capital and innovation performance.

7. To examine the moderating role of reconfiguring capability on the
relationship between intellectual capital and innovation performance.

1.5 Research Scope

The current study’s scope was generated from two major areas in the
literature: intellectual capital and innovation performance. To achieve the specified
goals, the link between intellectual capital and innovation performance tempered by
dynamic capacities of Iraq’s commercial banking industry was investigated at many
levels of correlation. Whereas, the impacts of antecedent trust and cultural drivers
have been re-examined. Furthermore, the effects of human capital on relational and
structural capital were evaluated. The last level of the current research multilevel
framework is outlined by assessing the influence of dynamic capabilities on the
relationship between the research variables. Regarding the present research context,
it is worth noting that the Iragi banks have been recognised since 1934 when the first
Iraqi currency note was printed. Iragi banks have now developed into an exciting and
flourishing market in which either private or public banks with numerous branches
inside the country deal with more than 330 institutions with a market capitalisation of
more than US$104.21 billion (CSO, 2019).

12



Banks being the key player for the economic growth of a nation it helps the
citizens turn their short-term income into long-term assets. The Iraqi financial sector
included a large number of banking networks for operating financial performance in
Iraq. Commercial banks are considered as the frontline of automating their functions
for better financial service. Itis considered as the most category engaged in product
innovation which internet banking is taken its roots. Despite the increasing number
of financial institutions, competition in the financial sector is still limited and
services and products are only found in some urban centers. Commercial banks in the
Iragi economy offer various financial services, including deposit accounts,
withdrawals, foreign exchange, transfer, and remittance services. In addition, some
of them provide loans for international trade and guaranty letters for large investment

projects in the country.

The quantitative method was included in the study scope, with a close-ended
questionnaire based on a five-point Likert scale serving as the primary data
collecting tool (1-Strongly Disagree into 5- Strongly Agree). In this approach, 364
respondents from the targeted Iragi commercial banks were chosen from a total of
470 participants in the current research population based on pre-determined criteria.
These individuals were invited to answer the surveys on behalf of their respective
institutions. Thus, the target organisations for this research were 24 commercial
banks in Iraq, which are regarded as the primary institutions in charge of essential
financial activities, including monthly payments, trades, internet banking, and
government loans. The data collecting procedure is expected to take three months.
Accordingly, data was analyzed using the assessment model indicated in the current

research design.

1.6  Research Significance

This study can be considered one of the studies that combined the theoretical
and practical significance, thus indicating a shift from the traditional approach of
deriving benefits from the tangible financial capital to develop the intangible

intellectual capital of the Iraqi bank employees. It introduced new concepts and
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added new knowledge to the existing field, reflecting human capital development
towards improved performance for the banks. Thus, the current research opened new
directions for future scholars to enhance the intellectual capital and motivate the
banks' stakeholders to invest in the intellectual capital of the employees for better
innovation performance. In short, the significance of the current research can be
verbalized both theoretically and practically within the contribution of the present

study.

1.6.1 Theoretical Significance

The unique nature of the intellectual capital and its relationship with the
antecedent factors and impacts on innovation performance made it possible to track
their development. In this view, the present study can contribute to the theoretical
knowledge of the previous literature and provide a broader understanding of nature
and the relationship between the primary constructs of the study. Detail literature
review showed the necessity of reconceptualising and continuously evaluating the
correlation between these components and their effects in the banking sectors (Tull,
2018). Briefly, this study contributes to understanding the intellectual capital before
implementing a new moderator through conducting a theoretical investigation into
the present state of intellectual capital and innovation performance. It is worth
mentioning that the present study contributed to previous financial researches, which
focused mainly on the intellectual capital in the different economic sectors without
ascertaining any correlation.

Furthermore, the current study invested in reviewing the dominant theories in
the relevant literature, such as contingency and resource-based view theories. It had
been foundthat the findings could significantly contribute to existing knowledge of
multilevel measurement as asserted in resource-based view theory. The theories were
used to regulate the descriptions and procedures in the current study, contributing to
the authentication of the developed conceptual framework for improved
comparativeness of intellectual capital in the banks. This upbeat attitude has a greater
impact on the construction of innovation performance in the Iraqi banking industry.

14



Finally, the perspective of resource-based theory indicated that the presentresearch
extends the previous literature findings by investigating to what extent dynamic
capabilities can enhance the correlation between intellectual capital and innovation
performance in the banking sector within Irag’s developing economic environment
(Tbrahim, 2019; Al-Jubouri, 2019; Alabass, 2019).

1.6.2 Practical Significance

One of the significances of the current research was to provide a
comprehensive conceptualisation of the current situation on the components of
intellectual capital and innovation performance in the commercial banking sector for
practitioners and market beneficiaries. Since these components are considered
intangible resources, which are the property of individuals, they remain restricted
when it comes to financial analysis to reflect their value appropriately (Al-Jubouri,
2019). However, a wide range of frequencies was considered for every component of
the intellectual capital (human, structural, and relational capitals). These capitals
were most frequently included, while the social capital was less focused on
innovation performance in the banking industry. The majority of previous researches
focused ontheir variables of interest. For instance, only the measurable assets were
considered by the manufacturing, insurance, financial, andeconomic fields, while
little consideration was given to the component of social capital (Kianto and
Aramburu, 2017).

The current research dealt with the intellectual capital at multilevel, thereby,
it evaluate and classify the influences of every capital on the innovation performance.
Thus, it will show how the managers in the field might focus on a certain factor of
intellectual capital to initiate better performance in unstable limits, limiting the level
of innovativenessin the bank. Besides this, the study dealt with various components
of intellectual capital to identify their impacts on the innovation performance of the
employees. This relationship had prominent effects on the outcomes of those
components, which might not have been obtained if merely one or two components
of intellectual capital had been used (Hameed and Anwar, 2018). This was due to the
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supportive nature preserved for others by every component in this complicated

process.

Thus, the study offers practical evidence for other researchers and
beneficiaries on the implementation of dynamic capabilities towards enhancing the
intellectual capital in the banking industry toward high innovation performance. The
present study design would enable themto acquire valid and practical measurements
to attain the required level intellectual capital for innovation performance in multi-
level relationships. This idea was incorporated with Hameed and Anwar (2018)
found that financial institutions can acquire practical standards for identifying and
developing their strategic resources and capabilities. The standards can provide the
main components for guiding the banks in their annual assessment of intellectual
capital and innovation performance. This supposition will enable the banking sector

to draw successful and practical development plans for future targets.

1.7  Definitions of Key Terms

The upcoming sections explain the conceptual definitions of some of the key

terminologies used in this study.

1.7.1 Intellectual Capital

Intellectual capital is formalized, collected and leveraged to build a property
by creating an asset with a greater value. From this standpoint, intellectual capital is
the sum of all knowledge or a set of intangibles organisations utilize for superior

performance.

1.7.1.1 Culture

Employee attitudes and methods in the workplace are influenced by a

company’s culture, which consists of a set of rules and values that workers adhere to.
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1.7.1.2 Trust

The trust factor in this study was mainly based on simplistic/common
generalisations and faiths. It refers to the passive way of exchanging partner, party,

actor, person, thing, or target within the financial context.

1.7.1.3 Human Capital

Human capital is the knowledge, experience, professional skills, and abilities

of an organisation’s executive teams and staff in the bank.

1.7.1.4 Structural Capital

Structural capital refers to the capacity of an organisation to fulfill its customs
and make-ups, thus supporting the employees’ effort to generate the best intellectual
presentation and organisation performance. In addition, itincluded the infrastructure

assets and codified knowledge that are distributed in the bank.

1.7.1.5 Relational Capital

Relational capital refers to an organisation's capacity for upholding its
pleasant affiliation/union network with the partners, i.e., the interaction and
collaboration between the bank’s employees for sharing knowledge and its external

stakeholders.

1.7.1.6 Social Capital

Social capital is defined as an aggregate of the tangible or prospective capital
correlated to the ownership of a long-lasting network of relatively institutionalized

associations of the shared acquaintances and recognitions.
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1.7.2 Dynamic Capabilities

Dynamic capability refers to “the organisation’s ability to integrate, build and
reconfigure internal and external competencies to address rapidly changing
environments” (Wu etal., 2007, p. 23). Teece (1998) defines them as “the ability to
sense and then to seize new opportunities, to reconfigure and protect knowledge
assets, competencies, complementary assets and technologies to achieve sustainable

competitive advantages” (p. 14).

1.7.2.1 Sensing Capability

Sensing capability refers to the bank’s management ability to search and
interpret valuable external and internal knowledge, which helps it to scan
opportunities and threats in the external environment. Similarly, it enables
identifying the advantages and disadvantages of internal knowledge bases, thereby

contributing to the improvement of knowledge resource orchestration.

1.7.2.2 Seizing Capability

Seizing capability refers to the bank’s ability to produce new products,
processes, or services for attracting customers through quick and correct decisions on
how to invest and combine external and internal knowledge resources into

opportunities.

1.7.2.3 Reconfiguring Capability

Reconfiguring capability refers to effectively recombine and transform
knowledge resources and organisational structures as the bank grows and the

surrounding environment changes.
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1.7.3 Innovation Performance

The idea of innovation is significantly approved influential in organisations’
existence, competitiveness, and growth through its influence on customer
satisfaction, employees’ productivity, service quality, the share of the organisation,
market value, and customer retention. Innovation performance refers to the
employee’s ability in the bank to produce new services by leveraging the intangible
resources and knowledge in the bank to fulfil current and future market

competitiveness.

1.8  Thesis Organisation

This thesis is composed of five chapters, as summarised briefly in this
section. Chapter 1 presents a brief background of the study to indicate the rationale
of this study, a discussion of the research context and problem statement to describe
the research gap, the research questionsand objectives were set. Then, to achieve the
proposed objectives, the methods were briefly described as the scope of the study.
Finally, the significance of this research in terms of new knowledge generation and
its contribution to the state-of-the-art literature was presented and the key terms'

definition.

Chapter 2 critically overviewed the relevant past literature that consists of
discussion on the underpinning theories, which emphasised three main concepts of
this study such as the intellectual capital, innovation performance, and dynamic
capabilities together with their interrelationships. On top of that, many empirical and
theoretical studies from the previous studies were evaluated, analysed, and compared
to relate the question of how in the current study. In addition, the study variables,
hypotheses and the development of the conceptual framework. Then, a summary is
derived at the end of the chapter to digest all the important parts discussed in the

chapter in a simplified manner.
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Chapter 3 dealt with the methodological approach used to carry out the
research process from the beginning to meet the research objectives derived in this
study. The chapter further discusses the research design, research instrument,
sampling design, and validity and reliability. The discussion continues with the data
collection procedure, datacleaning, data analysis procedure, and moderator analysis.

The chapter ends with a summary of all sections discussed in the chapter.

Chapter 4 highlighted the main results in detail, the analyses result of the
data collected in the present study. The chapter explains the process of data cleaning,
analysis results of demographic profile and the results of SPSS and AMOS analyses,
including the evaluation of the measurement model, structural model and moderating

analysis. The chapter ends with a summary of all sections discussed in the chapter.

Chapter 5 is the last in this thesis, concluded the discussionon the findings
and the results derived in the present study. The chapter discusses the findings
relating to the research questionsand hypotheses stated in the earlier chapter. Then,
the discussion covers the theoretical contribution, practical contribution, study
limitations and recommendation for future research directions. The chapter endswith

the conclusion discussed in the chapter.
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APPENDIXA

Survey Questionnaire

English Version

UNIVERSITI TEKNOLOGI MALAYSIA

Moderating Effect of Dynamic Capabilities on Relationship between Intellectual

Capital and Innovation Performance

Dear Respondent

You are invited to participate in research being conducted for a Doctor of Philosophy
Degree (PhD), AHIBS, UTM, Malaysia. The purpose of this study is examining the
relationship between Intellectual Capital and Innovation Performance through the
moderator dynamic capabilities.

I will be grateful if you co-operate with me in completing the following
questionnaire. It will take approximately 30 minutes to complete it. Since the
questionnaire is being used for academic purpose, the information gathered will be
strictly confidential.

Thank you for your participation in this study. Your contribution is greatly
appreciated.

If you have any question or concerns regarding this study, please feel free to contact
me via:

Sincerely,

Mostafa Abdul Kareem Alj,

PhD. Student,

Azman Hashim International Business School (AHIBS),
Universiti Teknologi Malaysia (UTM).

HP: +60183188277

Email: mostafal988@graduate.utm.my
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Section A - Demographic questions: This section includes information on the participant's gender, age,
experience, and education.

Please check (\)orfill in the appropriate box.

1. Gender 2. Age Group
O Male o 18-25
o Female 026-30
031-35
036-40
0 Above 40
3. Year of experiences 4. Education
o0-5 o Diploma
0 6-10 o Bachelor
ol11-15 O Master
o 16-20 o PhD
o More than 20 o Others

Section: B - Culture: Refers to the system of norms and values are common among bank’s employees to
determine their attitudes and approaches toward confronting their different problems in the bank.

Please read the following statements carefully and tick () the number thatbest represents your behaviour based
on the following criteria. This process should be adopted in all the sub sequent sections.

Strongly Disagree Disagree Neutral Agree Strongly agree

1 2 3 4 5

Index Culture

CuL.1 Our bankvalues people who are creativeand offer fresh ideas.

CUL.2 The members of ourbankare proudto belongto this bank.

The greatest asset of our bank comprises its dedicated

CUL.3
members.
CUL 4 The management of our bank positively reacts to initiatives
' proposedby staff members.
CULS The management of our bank has trustworthy relations with

staffmembers.

CUL.6 Our bankis like one big family.

CUL.7 People at ourbank gladly discuss personal things.

Section: C- Trust: Refersto the passive way of exchanging partner, party, actor, person, thing, ortarget within
the financial context.

Strongly Disagree Disagree Neutral Agree Strongly agree

1 2 3 4 5

Index Trust

TRU.1 Honesty is guaranteedamong our employees.

Our employees showed willingness to share knowledge with

TRU.2
others.
TRU.3 Honesty guaranteed in admitting and taking responsibility
' when mistakes occurred.
TRU.4 Responsibility’s classification is clear between our bank

employees.

TRUS5 The criteria for promotionareclear in every position.

TRU.6 The evaluation system foremployees isfair.

TRU.7 Teamworkisencouragedand preferred among our employees.
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Section: D- Intellectual Capital: Refersto the acquired knowledge and information which aid the bank in
attaining competitive advantage and driving fora superior performance.

Strongly Disagree

Disagree Neutral

Agree

Strongly agree

2 3

4

5

Human Capital: Refers to the cumulative investment in employees' experience and education

et related to their knowledge, talents, experience, and abilities inside the bank.
HC.1 Our bankemployees haveexcellent intellectual skills.
HC.2 Thebankhasa lowemployee turnoverrate.
Our bankemployees haveexcellent communicative skills of
HC.3 . . ; .
discussion with their partners and leaders.
HC4 The employeesin my bank canproperly arrange their work
' and allocate resources.
Index Structural Capital: Refersto the infrastructure assets and codified knowledge thatare distributed in
the bank.
sC.1 Our bankhas efficient and relevant information sy stems to
' support business operations.
sC2 Our bank has tools and facilities to support cooperation
' between employees.
Our bankhasagreatdeal of useful knowledge in documents
SC.3
and databases.
SC.4 Our bank invests a high proportion of its money in patent
' maintenance.
Index Relational Capital: Refers to the interactionand collaboration betweenthe bank’s em ployees for
sharing knowledge and experience.
Our bankis interested in achieving the satisfactionand loyalty
RC.1 o . :
of customers and maintains good relations with them.
RC.2 Cooperationbetween our bankandits external stakeholders
' runssmoothly.
RC3 My enterprise maintains long-term relationships with its
' customers.
RC.4 The enterprise effectively cooperates with experts and
' consultancies.
Index Social Capital: Refers to the actual and potential knowledge embedded within the networks of
mutualacquaintanceand recognitionamong employees.
Our bank'semployees haveteam skillsat collaborating work
SOC.1 . .
to identify andsolve any problems.
Our bank'semployees show readiness to exchange ideas with
SOC.2 ;
people from different banks.
s0C3 Our bank'semployees canuse acquired experiences to solve
: current problems or raise new opportunities.
soC.4 Our employees are willing to share information and learn

from others.

Section: E- Innovation Performance: Refersto the bank ability to produce new services
intangible resources and knowledge in the bankto fulfil current and future market competiti

by leveraging the
Veness.

Strongly Disagree

Disagree Neutral

Agree

Strongly agree

2 3

4

5

Index

Innovation Performance

IP.1

Our bank invests in creating more services in the last three
yearsin comparison with other competitors.
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IP.2 Our bankiswilling to develop newservices for local market.

IP.3 Our bankconstantly explores new distribution channels.
IP.4 Our bankupgrades for existing customers' services.
IP.5 Our bankintroduces to improve products for local customers.

Our bankhas improved theefficiency of offered services in

IP6 the last three years.

Section: F - Dynamic Capabilities: Dynamic capabilities are the direction of corporations’ stable actions in
sensing, seizing and reconfiguring their skills and services by reconstructing and improving their core
technologies in reaction tothe changing market and maintain competitive advantages.

Strongly Disagree Disagree Neutral Agree Strongly agree
1 2 3 4 5

Index Sensing: Refers to thebank’s management ability to understand, create and pamaphrase opportunities
in a marketand estimate needs.

SEN.1 Our bankinvestsin looking for new business opportunities.

SEN.2 Our bank periodically reviews the effect of changes in our

' business environment.

There are periodic reviews of our services to ensure

SEN.3 e )
customers'satisfaction.

SEN.4 Our bankinvests in developing new services.

Index Seizing: Refersto improving technological competences and may require new investment.

SEI1 We are effective in transforming existing information into

' new knowledge.

SEI.2 We are effective in utilisingknowledge into new products.
We carefully interrelate our actions to each other to meet

SEI.3 . o
changing conditions.

SEl 4 We are effective in developingnewknowledge that has the

: potential to influence product development.

Index Reconfiguring: Refers to the ability to recombineand reconfigure bank’s assets as the enterprise
grows, and as markets and technologies change.
Our bankemployees haveeffective routines to identify, value

REC.1 . ; ;
and import new information and knowledge.
We can successfully reconfigure our resources to come up

REC.2 . .
with new productive assets.
Our bankeffectively engages in resource recombination to

REC.3
better matchour product/market areas and assets.

REC.4 Our bankensuresthatthe output of ourwork issynchronised

' with the work of others.

Thank you very much for your precious time and to complete this questionnaire. Your participation and
cooperationare highly appreciated.
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Arabic Version

UNIVERSITI TEKNOLOGI MALAYSIA

S IS 21391 5 o JSAY Jlad) (ul ) G A8 (B Aaalial] ) jaillani o) ) gl

sl 518

(UTM <AHIBS ¢ (PhD) daulill i o ;585 da 0 e Jseanll 03) o) aly Cuny b3S jLaal see
ASaaliall ol sl J3A e HSEN) ool 5 g Sl Jlall () o ABBall (and g A Hall 038 (e G adl Ll

Gt aladiny 15k 4385 30 s AdleS) (3 pntiun U Joiu¥) JWS) & oxe Caiglad 13) s o S
Al oda 8 aSS jliia e oS S8 Wl 4 pu lgaan a8 Gl e slaall (5S¢ dpanalST al 2y

o2 Jlaai¥ ) (d 30 552 ¢ Al ol 038 (ym geady ol jludind o Al (51 ol IS13) | 5aS 5008 a9 cliaaline
e

Sincerely,

Mostafa Abdul Kareem Ali,

PhD. Student,

Azman Hashim International Business School (AHIBS),
Universiti Teknologi Malaysia (UTM).

HP: +60183188277

Email: mostafal988@graduate.utm.my
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Appendix B

Content validity

Culture: Refers to the system of norms and values are common among bank’s employees to determine their attitudes and approaches toward confronting their different

problems in the bank.

Your Assessment

Original Items from Questionnaire Items Perfect Match Moderate Match Poor Match
(Reino et al., 2020) (maintain item (maintain item but (remove Feedback
asit is) need some redefining) item)
Our organisation values people who Our bank employs people who are
cuLL are creative and offer fresh ideas. creative and offer fresh ideas.
The members of our organisation are Our bank employees are proud to
cuL2 proud to belongto this organisation. belongto this bank.
The greatest asset of our organisation The greatest asset of our bank
cuLs comprises its dedicated members. comprises its dedicated members.
The management of our organisation The management of our bank
CcuL4 positively reacts to initiatives positively reacts to initiatives
proposed by staff members. proposed by staff members.
The management of our organisation The management of our bank has
CULS5 has trustworthy relations with staff trustworthy relations with staff
Members. members.
CULS Our- organisation is like one big Our bank is like one big family.
family.
CUL7 People at our organisation gladly Our bank employees gladly discuss

discuss personal things.

personal things.
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Trust: Refersto the passive way of exchanging partner, party, actor, person, thing, or target within the financial context.

Your Assessment
Original Items from . . PerfectMatch Moderate Match Poor Match
oY Questionnaire Items L o
(Paliszkiewicz and Koohang, 2013) (maintainitem (maintainitem but (remove Feedback
asitis) need some redefining) item)
TRUL There is atmosphereforhonest | Honesty is guaranteedamongour bank
cooperationamongemployees. | employees.
TRUD Employeesare willingtoshare | Our bankemployees showedwillingness
knowledge. to share knowledge with others.
Employees openly admit and | Honesty guaranteed in admitting and
TRU3 | take responsibility for their | taking responsibility when mistakes
mistakes. occurred.
In general, the work responsibilities | Responsibility’s classification is clear
TRUA are established and clear. between our bank employees.
The criteria of promotion are | The criteria for promotion are clear in
TR clearin every position. every position.
) _ | Theevaluation system foremployees is
TRU6 | Evaluationof employeesis fair. fair.
TRU7 Team workisencouraged and | Teamworkisencouragedand preferred
preferred. amongour bankemployees.
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Human Capital: Refers to employees' experience and education related to their knowledge, talents, experience and abilities inside the bank.

Original Items from
(Alrowwad, 2020)

Questionnaire Items

Your Assessment
Perfect Match Moderate Match Poor Match
(maintainitem (maintainitem but (remove Feedback
asitis) need some redefining) item)

HC1

Our company employees are
highly skilled.

Our bank employees have excellent
intellectual skills.

HC2

Our company employees are
creative and bright.

Our bankhasalowemployee turnover
rate.

HC3

The employees of our company
have the ability to develop new

ideasandknowledge.

Our bank employees have excellent
communicativeskills of discussionwith

their partnersand leaders.

HC4

The company’s employees have

high experience in their jobs.

Our bank employees can properly
arrange their work and allocate

resources.
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Structural Capital: Refersto the infrastructure assets and codified knowledge thatare distributed in the bank.

Original Items from
(Alrowwad, 2020)

Questionnaire Items

Your Assessment
Perfect Match Moderate Match Poor Match
(maintainitem (maintainitem but (remove Feedback
asitis) need some redefining) item)

Our company has efficient and

Our bank has efficient and relevant

SC1 | relevantinformation systemsto information systemsto supportbusiness
support business operations. operations.
Our company has tools and | Our bank has tools and facilities to
SC2 | facilities to support cooperation | support cooperation between
between employees. employees.
Our company hasa great deal of
) Our bank has a great deal of useful
SC3 | useful knowledge in documents )
knowledge in documents and databases.
and databases.
Our company invests a high . . .
] ) . Our bankinvestsa high proportion of
SC4 | proportionofitsmoney in patent

Maintenance.

its money in patent maintenance.
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Relational Capital: Refersto the interactionand collaboration between the bank’s employees for sharing knowledge and experience.

Original Items from
(Alrowwad, 2020)

Questionnaire Items

Your Assessment
Perfect Match Moderate Match Poor Match
(maintainitem (maintainitem but (remove Feedback
asitis) need some redefining) item)

RC1

Our
stakeholders-such as customers,

company and its external

suppliers, and partners-understand
each otherwell.

Our bankis interestedin achieving
the satisfaction and loyalty of
customers and maintains good

relations with them.

RC2

Our company is interested in achieving
the satisfaction and loyalty of
customers and maintains good

relations with them.

Cooperationbetween ourbankand

its external stakeholders runs

smoothly.

RC3

Our
stakeholders frequently collaborate to

company and its external

solve problems.

Our bank maintains long-term
relationships with its customers.

RC4

Cooperation between our company and
its external stakeholders runs
Smoothly.

Our bank effectively cooperates
with experts and consultancies.
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Social Capital: Refersto the actual and potential knowledge embedded within the networks of mutual acquaintance and recognition among employees.

Original Items from

(Engelman & Fracasso, 2017)

Questionnaire Items

Your Assessment
Perfect Match Moderate Match Poor Match
(maintainitem (maintainitem but (remove Feedback
asitis) need some redefining) item)

Our employees are skilled at

Our bankemployees haveteam skilk

SOC1 | collaborating with each other to | atcollaboratingwork to identifyand
diagnose and solve problems. solve any problems.
. ] Our bankemployees show readiness
Our employeesshare information . )
SOC2 to exchange ideas with people from
and learnfrom one another. .
differentbanks.
Our employees interact and | Our bank employees can use
SOC3 | exchange ideas with people from | acquiredexperiencesto solve current
differentareas of the company. problems orraise new opportunities.
Our employees apply knowledge o
Our bank employees are willing to
from one area of the company to . .
SOC4 share information and learn from

problems and opportunities that

arise in another.

others.
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Innovation Performance: Refersto the bank ability to produce newservices by leveraging the intangible resources and knowledge in the bankto fulfilcurrent

and future market competitiveness.

Original Itemsfrom
(Jinetal.,2015)

Questionnaire Items

Your Assessment
Perfect Match Moderate Match Poor Match
(maintainitem (maintainitem but (remove Feedback
asitis) need some redefining) item)

Our company has created more new
PL products and services in the last three
years when compared with its

competitors.

Our bankinvests in creating more
servicesinthe lastthree years in
comparison with other

competitors.

Our company is willing to develop new
IP2 | productsandservices

forthe local market.

Our bank is willing to develop
newservices forlocal market.

Our company constantly explores new
distribution channels.

Our bank constantly explores

new distribution channels.

Our company often upgrades for existing
customers products and services.

Our bank upgrades for existing

customers'services.

Our company often introduces the
IP5 | improved products and series for local

market.

Our bankintroducesto improve

products for local customers.

Our company hasimproved the supply
IP6 | efficiency of the products andservices
in the last three years.

Our bank has improved the
efficiency of offered services in
the last three years.
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Sensing: Refers to thebank’s management ability to understand, create and paraphrase opportunities in a market and estimateneeds.

Original Items from
(Hernandez et al., 2018)

Questionnaire Items

Your Assessment
Perfect Match Moderate Match Poor Match
(maintainitem (maintainitem but (remove Feedback
asitis) need some redefining) item)

SEN1

We frequently scanthe environment
to identify new  business
opportunities.

Our bank invests in looking for

new business opportunities.

SEN2

We periodically review the likely
effect of changes in our business

environmenton customers.

Our bankperiodically reviews the
effect of changes in our business

environment.

SEN3

We often review our product
development efforts to ensure they
are in line with what the customers
want.

There are periodic reviews of our
bankservices to ensure customers'

satisfaction.

SEN4

We devote a lot oftime implementing
ideasfornew productsand improving

ourexistingproducts.

Our bank invests in developing

new services.

257




Seizing: Refersto improving technological competences and may require new investment.

Original Items from
(Lopezetal.,2017)

Questionnaire Items

Your Assessment
Perfect Match Moderate Match Poor Match
(maintainitem (maintainitem but (remove Feedback
asitis) need some redefining) item)

SEll

We are effective in transforming
existing information into new
knowledge.

Our bank employees effective in
transforming existinginformation into
new knowledge.

We are effective in utilizing

Our bank employees effective in

SEI2 . utilising knowledge into create new
knowledge into new products.
products.
We carefully interrelate our | Our bank employees carefully

SEI3

actions to each other to meet
changing conditions.

interrelate ouractionsto each other to
meet changing conditions.

SEI4

We are effective in developing
new knowledge that has the
potential to influence product

development.

Our bank employees effective in
developing new knowledge thathasthe
influence

potential to product

development.
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Reconfiguring: Refers to the ability to recombine and reconfigure bank’s assets as the enterprise grows, and as markets and technologies change.

Original Items from
(Lopezetal.,2017)

Questionnaire Items

Your Assessment
Perfect Match Moderate Match Poor Match
(maintainitem (maintainitem but (remove Feedback
asitis) need some redefining) item)

REC1

We have effective routines to
identify, value, and import new
informationand knowledge.

Our bank employees have effective
routines to identify, value and import
new informationand knowledge.

REC2

We can successfully reconfigure
our resources to come up with

new productive assets.

Our bank employees successfully
reconfigure our resourcesto come up
with new productive assets.

REC3

We often engage in resource
recombinationto better match our
product-market areas and our
assets.

Our bankemployees effectively engage
in resource recombination to better
match our product/market areas and
assets.

REC4

We ensure that theoutput of our
work is synchronized with the

work of others.

Our bank'semployees ensuresthat the
output of our work is synchronised

with the work of others.
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Expert Verifications

School (AHIBS), UTM
|—

Research Validation
Title The Moderating Role of Dynamic Capabilities on the Relationship
between Intellectual Capital and Innovation Performance.
Researcher Mostafa Abdulkareem Ali, Azman Hashim International Business

—_—

Dr. Ahmed Saad Jari

Expert name
Current position Assistant Professor
Institution Faculty of Management and Economics -Almustansiriyah University

Years of experience

15 Years

Comments

e The content of the guestionnaire reflects the present problem in
intellectual capital which reflected on the innovation performance.

e Choosing dynamic capabilities to enhance intellectual capital
indicates that the rescarcher has sufficient knowledge on the
subject.

e Response guestions are consistent with the study variable and
reflect its true meaning.

e The content of the questionnaire recommended for the present

research in the context of the study.

Signature/Stamp
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e Date:
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Research Validation

Title The Moderating Role of Dynamic Capabilities on the Relationship
between Intellectual Capital and Innovation Performance.

Researcher Mostafa Abdulkareem Ali, Azman Hashim International Business
School (AHIBS), UTM .

Expert name Dr. Selma Mansour Saad

Current position Dean

Institution Faculty of Management and Economics -Almustansiriyah University

Years of experience 33 Years

Comments

1. A successful choice for the study title reflects a current problem
facing the banking sector in Iraq.

Structural capital and human capital are among the leading causes
of enhancing the innovation performance. Therefore, the
researcher is requested to verify the fourth question, HC.3 of the
first index, and the question SC.2 of the second index.

The structure and design of the questionnaire reflect the
researcher’s adequate understanding of the subject of study.

The content of the questionnaire reflects the accurate choice of

trustworthy of the research instrument.
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Date:  27/7/2020
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Research Validation

Title The Moderating Role of Dynamic Capabilities on the Relationship
between Intellectual Capital and Innovation Performance.

Researcher Mostafa Abdulkareem Ali, Azman Hashim International Business
School (AHIBS), UTM

Expert name Dr. Zahid Qasim Beden

Current position Professor

Institution Faculty of Administration and Economics -University of Misan

Years of experience 13 Years

Comments

1) The present set of question are reliable for the current investigation
based on the intent of the study and the research title.

2) The selection of four main component of intellectual capital, especially
human capital, is a positive indicator for their reliability in the study.

3) | recommended the researcher to analyse the outcomes of the
questionnaire through AMOS program for its refiability in analysing
complex relationships between the study variables.

Signature/Stamp
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Research Validation

Title The Moderating Role of Dynamic Capabilities on the Relationship
between Intellectual Capital and Innovation Performance.

Researcher Mostafa Abdulkareem Ali, Azman Hashim International Business
School (AHIBS), UTM

Expert name Dr. Alaa A. AL-Abbasi

Current position Professor

Institution Faculty of Management and Economics -Almustansiriyah University

Years of experience

12 Years

Comments

- The paragraphs of the questionnaire reflect the component of

intellectual capital.

- | expect that the current indicators of dynamic capabilities will

positively impact the relationship and the results of the study after

highlighting the reconfiguring capabilities questions.

- Determining the number of questions for each variable in the study

allows the researcher to use AMOS for analysing their relationships.
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Research Validation

Title The Moderating Role of Dynamic Capabilities on the Relationship
between Intellectual Capital and Innovation Performance.

Researcher Mostafa Abdulkareem Ali, Azman Hashim International Business
School (AHIBS), UTM

Expert name Dr. Emad Sabih Alsaffar

Current position Professor

Institution Faculty of Management and Economics -Almustansiriyah
University

Years of experience 30 Years

Comments

1. The consistency between the variables of the study with its
subordinate paragraphs is good.

2. Measuring the dependent variable, the innovation

performance in the current study in one order reflects the
actual indicator for it.

3. ladvise the researcher to use the AMOS program to measure

the relationships between the study variables.
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Research Validation

Title The Moderating Role of Dynamic Capabilities on the Relationship
between Intellectual Capital and Innovation Performance.

Researcher Mostafa Abdulkareem Ali, Azman Hashim International Business
School (AHIBS), UTM

Expert name Dr. Reyath Thea Azeez

Current position Assistant Professor

Institution Faculty of Administration and Economics -University of Misan

Years of experience

11 Years

Comments

> The final set of the questionnaire is clear and reflects all the
variables of the study within the context of the present
investigation and its axes.

» The researcher did well in measuring the innovation performance
in its current study.

» Recommend to use the AMOS program will reflect the study
indicators' actual results and the nature of the relationships

therein.
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APPENDIX C

List of Commercial Banks in Iraq

No BankName No. of Employees
1 Al-Huda Bank 274
2 Ashur International Bank for Investment 241
3 BabylonBank Company 263
4 Bank of Baghdad 284
5 Basrah International Bank for Investment 265
6 Commercial Bank of Iraq 278
7 Credit Bankoflraq 242
8 Dar Al- Salaam InvestmentBank 265
9 Economy Bank for Investment and Finance 324
10  Erbil Bank for Investment and Finance 289
11 Gulf Commercial Bank 345
12 International Development Bank 293
13 Investment Bank 314
14 IraqiMiddle East InvestmentBank 298
15 Mansour Bankfor Investment 274
16  MosulBank for Development and Investment 269
17  NationalBank of Iraq 285
18 North Bank 302
19 RtBank 342
20 SumerCommercial Bank 354
21 TranslragBank 346
22 Union Bankoflraq 268
23 United Bank for Investment 298
24 WarkaBankfor Investmentand Finance 287
TOTAL 7000
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APPENDIX D

Sample Size froma G~LW Population

N S N S N S

10 10 220 140 1200 291
15 14 230 144 1300 297
20 19 240 148 1400 302
25 24 250 152 1500 306
30 28 260 155 1600 310
35 32 270 159 1700 313
40 36 280 162 1800 317
45 40 290 165 1900 320
50 44 300 169 2000 322
55 48 320 175 2200 327
60 52 340 181 2400 331
65 56 360 186 2600 335
70 59 380 191 2600 338
75 63 400 196 3000 341
80 66 420 201 3500 346
85 70 440 205 4000 351
90 73 460 210 4500 354
95 76 480 214 5000 357
100 80 500 217 6000 361
110 86 550 226 7000 364
120 92 600 234 8000 367
130 97 650 242 9000 368
140 103 700 248 10000 370
150 108 750 254 15000 375
160 113 800 260 20000 377
170 118 850 265 30000 379
180 123 900 269 40000 380
190 127 950 274 50000 381
200 132 1000 278 75000 382
210 136 1100 285 1000000 384

Note: N is the populationsize.

S is the sample size.
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APPENDIX E

Accessibility Letters

Universiti Teknologi Malaysia
Jalan Sultan Yahya Petra
54100 Kuala Lumpur, Malaysia

UMVERSIT TEKNOLOGE NALAYSIA
Tel: 03-2615 4100

Our References : UTM.K.55.01.03/13.11/1/4 3\J £ (24.)
Date : August 7, 2020

TO WHOM IT MAY CONCERN

Dear Sir/Madam,

REQUEST TO CONDUCT AN ACADEMIC RESEARCH /
PERMISSION TO COLLECT DATA

Name . AL-NIDAWIY MOSTAFA ABDULKAREEM ALI
ISID No. / Passport No. : 201709M10164 / A10320922

Matric No. : PBS173057

Admission Status : Full Time

Registration Date : 05 September 2017

Medium of Instruction : English

Programme : Doctor of Philosophy

With regard to the above, this is to certify that AL-NIDAWIY MOSTAFA ABDULKAREEM ALI
(PBS173057) is pursuing Doctor of Philosophy at Azman Hashim International Business
School, Universiti Teknologi Malaysia, Kuala Lumpur.

The student is currently conducting a research under the supervision of Dr. Nazimah Hussin
on a title of The Moderating Role of Dynamic Capabilities on the Relationship between
Intellectual Capital and Innovation Performance. In order to fulfil her research
requirement, it would be greatly appreciated if you could allow her to distribute questionnaires,
conduct an interview and collect data on related topic in your organization.

Datla collection will be used for academic purpose only and shall remain confidential and will
not be identified in publication or media. Kindly, contact us at 03-21805032 or email to

norharyani.kl@utm.my for any further clarification.
Thank you for your cooperation.

“BERKHIDMAT UNTUK NEGARA”

I, who uphold trust,

NORHARYANLBINTI HAMID
Assistant Registrar

Azman Hashim International Business School
Level 10, Menara Razak

UTM Kuala Lumpur

& . 03-21805032

B4 @ norharyani.kl@utm.my

entrepreneurial » global
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Embassy of the Republic of Iraq
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This letter illustrates Iraqi cultural
office P for ducting
fieldtrip to Iraq for undertaking the
main data collection process.
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Address: Unit 5.07 Level 5 North Block Ampwalk 218 Jalan Ampang Kuala Lumpur 50450 Malaysi=
Tel: 0060 3216 30741 Website: Iragculturalattache-my.org Email: kualalumpur@scrdirag.gov.id, =2,
Email: culturalofficemalaysia@yahoo.com  Fax: 0060 3216 30742
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APPENDIX F

Statistical Analysis in SPSS 25

Descriptive Statistics

N Mean S_td'_ Skewness Kurtosis
Deviation
Statistic ~ Statistic Statistic  Statistic Std.Error  Statistic  Std.Error

C1 364 3.31 814 -.046 128 -198 255
C2 364 3.18 779 .060 128 .092 255
€8 364 2.83 951 -151 128 -449 255
C4 364 3.13 771 -.086 128 330 255
C5 364 3.18 .755 -.048 128 310 255
C6 364 3.19 .799 134 128 075 255
C7 364 2.83 931 -072 128 -.367 255
TR1 364 3.67 .883 -.361 128 -201 255
TR2 364 3.56 816 -401 128 .056 .255
TR3 364 2.99 1.110 -253 128 -772 255
TR4 364 3.45 .843 -.398 128 -.023 255
TR5 364 3.38 .852 -.249 128 -.044 255
TR6 364 2.80 1.117 026 128 -.985 255
TR7 364 3.50 .883 -.346 128 -.151 255
HC1 364 3.38 723 -.153 128 -.396 .255
HC2 364 3.46 732 -.248 128 -335 255
HC3 364 3.49 744 -134 128 -.096 255
HC4 364 3.49 122 -224 128 -.266 255
RC1 364 3.38 .882 .064 128 -.608 255
RC2 364 3.39 937 019 128 -.647 255
RC3 364 3.39 .898 023 128 -.580 255
RC4 364 3.37 .885 .030 128 -544 255
SC1 364 3.54 797 -.169 128 .086 255
SC2 364 3.60 812 -.190 128 031 255
SC3 364 3.60 .805 -215 128 -.070 255
SC4 364 3.49 801 -.239 128 019 255
SOC1 364 3.52 .889 -241 128 -379 255
SOC2 364 3.49 .958 -178 128 -.627 255
SOC3 364 347 .954 -.162 128 -.626 255
SOC4 364 342 .983 -.195 128 -.660 255
IP1 364 3.74 .889 -310 128 -278 255
IP2 364 3.78 .865 -.283 128 -579 255
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IP3 364 3.76 878 -.307 128 -.353 255

IP4 364 3.77 .870 -191 128 -.699 255
IP5 364 3.67 993 -427 128 -430 255
IP6 364 3.78 .867 -241 128 -635 255
SEN1 364 3.79 732 -.282 128 -.064 255
SENZ2 364 3.72 770 -.245 128 -.048 255
SEN3 364 3.79 7156 -123 128 -.399 255
SEN4 364 3.79 .699 -117 128 -.207 255
SEI1 364 3.69 792 -.264 128 -122 255
SEI2 364 3.66 .798 -132 128 -429 255
SEI3 364 3.67 .808 -.239 128 -214 .255
SEl4 364 3.57 .826 -.049 128 -.240 255
REC1 364 3.54 .803 -.144 128 -116 255
REC2 364 3.56 .796 -124 128 -.248 255
REC3 364 3.55 813 -.167 128 -.155 255
REC4 364 3.54 .758 -.169 128 105 255
Valid N

(listwise) 364

Std.
N Mean o Skewness Kurtosis
Deviation
Statistic Statistic Statistic Statistic Std. Error Statistic Std. Error

CUL 364 1.00 5.00 3.0942 .65098 443 .255
TRU 364 1.14 5.00 3.3344 .67980 129 .255
HC 364 2.00 5.00 3.4560 .66659 -.116 .255
SC 364 1.00 5.00 3.5577 75976 .015 .255
RC 364 1.00 5.00 3.3826 86271 -.529 .255
SOC 364 1.00 5.00 3.4760 .90830 -.603 255
IP 364 1.83 5.00 3.7505 .84083 -.640 .255
SEN 364 1.75 5.00 3.7706 .66462 -.163 .255
SEI 364 1.75 5.00 3.6470 .72682 -.203 .255
REC 364 2.00 5.00 3.5481 72378 -.511 .255
Valid N 364

(listwise)
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APPENDIX G

Measurement Model Validity

Model Validity Measures
Validity Analysis
CR | AVE | MSV | MaxR{(H) Cul TRU SEN 5C HC SEL P RC REC 50C

Cul | 0.954|0.807 | 0.087 0.958 0.898
TRU | 0930 (0.728 | 0.129 0933 0.276%+* | 0.853
SEN | 0.922)0.742 | 0.081 0.931 0020 [ 0.182% | 0.865
SC |0.960 (0858 | 0.150 0971 0.298%%% [ ) 31300k | 0 ]129% 0.926
HC |02933)|0.778 | 0.144 0938 0.250%% | [ 24844k | 0 206%++ | 02954+ 0,882
SEI | 0.924|0.751 | 0.080 0928 0.081 0.132% | 0.283%%* | 0.177%* | 0.179%* | 0.867
IP [09275|0.868 | 0.163 0981 0.204#%4% | 035504k | 0 165%* [ 0387wk | ) 30%+* | (. 123% 0.932
RC |0970)|0.821 | 0.163 0973 0088 [0.301%#k) 0 182%k | 02024 | 0 163%% | 0.206%+* | 0 404%+* | 0,944
REC (0.93%2]0.798 | 0.109 0973 0072 [0215%kk | 0284%%% | [ 331440k | 0 183%F | 0.206%+%* | 0.131* | 0.160%* | 0.893
S0C(0973|0.500| 0.124 0.987 0.275%%% | ) 35200k | 0.139% | 0.348%+*( 0014 0.057 | 0.34g%+* | 0.189%+%* | D 165% | 0.949

Validity Concerns

No validity concerns here.

HTMT Results

HTMT Analysis

RC | REC | SOC

0179

0375

RC |0.091(0.302|0.180)0.194|0.162 0.405

REC |0050(0.234|0305|0.331|0.198(0216(0.131

$OC [0.284|0.350 [0.146 | 0.362|0.016 [ 0.068 | 0.348|0.190| 0.143

There are no wamings for this HTMT analysis.
References

Significance of Correlations:
tp=0100

*p <0050

** p 20010

#bk p < 0,001

Thresholds From:

Hu, L., Bentler, PM. (1999), "Cutoff Criteria for Fit Indexes in Covariance Structure Analysis: Conventional Criteria Versus New Altermatives" SEM vol. 6(1), pp. 1-55.

Henseler, I, C. M. Ringle, and M. Sarstedt (2015). & New Criterion for Assessing Discrinunant Validity in Variance-based Structural Equation Modeling, Journal of the Academy of Marketing Science, 43 (1), 115-135.
Thresholds are 0.850 for strict and 0.900 for liberal diseriminant validity.

--If you would like to cite this tool directly, please use the following: Gaskin, I, James, M., and Lim, 1. (2019), "Master Validity Tool", AMOS Phigin. Gaskination's StatWiki.
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