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Objective: This study aimed to investigate the effect of artificial intelligence capabilities on
strategic management in commercial banks, with particular emphasis on the mediating role of
strategic flexibility and the moderating roles of resistance to organizational change and
environmental uncertainty.

Methodology: This quantitative survey study was conducted among managers and relevant
administrative personnel of Iraqi state-owned and private commercial banks. A purposive sample
of 362 participants was included. Data were collected using measures of artificial intelligence
capabilities, strategic flexibility, resistance to organizational change, environmental uncertainty,
and strategic management. Content validity was evaluated by experts, while convergent and
discriminant validity and construct reliability were also established. The proposed model and
hypotheses were tested using Partial Least Squares Structural Equation Modeling (PLS-SEM) in
SmartPLS 4. Bootstrapping with 10,000 subsamples was employed to estimate path coefficients
and assess direct, indirect, and moderating effects.

Findings: Artificial intelligence capabilities had a significant positive effect on strategic flexibility
(B=0.654, t=15.284, p<0.001), while strategic flexibility significantly and positively affected
strategic management ($=0.497, t=9.876, p<0.001). The indirect effect of artificial intelligence
capabilities on strategic management through strategic flexibility was significant ($=0.325,
t=7.148, p<0.001), confirming the mediating role of strategic flexibility. Resistance to
organizational change negatively moderated the relationship between artificial intelligence
capabilities and strategic flexibility (f=-0.183, t=4.237, p<0.001). Conversely, environmental
uncertainty positively moderated the relationship between strategic flexibility and strategic
management ($=0.168, t=3.954, p<0.001).

Conclusion: Atrtificial intelligence capabilities enhance strategic management primarily when
banks possess sufficient strategic flexibility to convert technological resources into adaptive
strategic responses. Lower resistance to organizational change facilitates the transformation of Al
capabilities into strategic flexibility, whereas greater environmental uncertainty increases the
strategic value of such flexibility. Accordingly, simultaneous investment in Al capabilities,
organizational adaptability, and change readiness can strengthen strategic planning,
implementation, and control in commercial banks.

Keywords: Artificial intelligence capabilities; Strategic flexibility; Strategic management;
Resistance to organizational change; Environmental uncertainty; Commercial banks.
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EXTENDED ABSTRACT
Introduction

Artificial intelligence (Al) has moved beyond its early role as a primarily technical and operational
tool and has become an increasingly important strategic organizational capability. The rapid development
of digital technologies has changed how organizations collect and process information, formulate
strategies, allocate resources, and respond to environmental change. Within this transformation, Al
provides organizations with advanced capacities for analyzing large datasets, identifying patterns,
forecasting future developments, supporting complex decisions, and automating selected organizational
processes. Accordingly, the strategic value of Al depends not merely on technology adoption but on the
extent to which Al resources are integrated with managerial processes and broader organizational
capabilities (Nazari Zadeh et al., 2023; Verhoef et al., 2021). Recent developments have further demonstrated
that Al can support strategic planning, task automation, resource optimization, and organizational
decision-making, thereby strengthening the capacity of organizations to respond to rapidly changing
competitive environments (Adepoju, 2025; Thuraka et al., 2024).

The strategic implications of Al are particularly significant in the banking sector. Commercial
banks operate in highly data-intensive environments characterized by rapid technological development,
increasing digitalization, changing customer expectations, growing competition, regulatory complexity,
and substantial uncertainty. Al applications can enhance risk analysis, customer-service personalization,
forecasting, fraud detection, operational efficiency, and managerial decision-making. Consequently, Al is
increasingly regarded as an important resource for improving strategic management in financial
institutions (Meena et al., 2024). At the same time, the increasing use of explainable Al in banking
highlights the importance of transparency, accountability, interpretability, and trust when algorithmic
systems are incorporated into sensitive financial and managerial decisions (Tuge & Msweli, 2026). More
broadly, differences in Al exposure across industries demonstrate that sectors characterized by intensive
use of information and data are especially susceptible to Al-driven transformation (Baek & Lee, 2025).

However, the availability of Al technologies does not automatically produce superior strategic
outcomes. The organizational value of Al depends on complementary managerial and organizational
mechanisms that convert technological resources into meaningful strategic actions. Evidence suggests that
the relationship between Al capabilities and organizational performance can operate through
improvements in decision-making processes rather than through a purely direct technological effect
(Neiroukh et al., 2025). Similarly, organizations require appropriate technological, human, organizational,
and governance conditions to develop Al capabilities effectively (Mikalef et al., 2022). Research on
strategic management in the age of Al therefore emphasizes the need to understand how Al interacts with
organizational capabilities rather than treating Al adoption itself as the final source of competitive
advantage (Kim & Baek, 2025). The effectiveness of Al-supported strategic decisions also depends on the
appropriate combination of algorithmic intelligence and managerial judgment (Csaszar et al., 2024; Srinivas
& Chetan, 2026a, 2026b).

Strategic flexibility represents one of the most important organizational capabilities through which
Al may influence strategic management. Strategic flexibility refers to an organization's ability to modify
strategic priorities, reallocate resources, restructure activities, and respond rapidly to environmental



opportunities and threats. From the dynamic capabilities perspective, competitive advantage depends not
only on the possession of valuable resources but also on an organization's capacity to continuously
reconfigure those resources in response to environmental change (Pitelis et al., 2024). Al can facilitate such
flexibility by improving environmental sensing, accelerating information processing, supporting
alternative scenario analysis, and enabling managers to identify emerging threats and opportunities more
rapidly. Empirical evidence has similarly shown that Al contributes to strategic flexibility under volatile,
uncertain, complex, and ambiguous conditions (Rezaei et al., 2024). In digital environments, organizational
strategic orientation must also remain sufficiently adaptable to accommodate changes in technology,
business models, and competitive conditions (Liu & Wang, 2023).

Strategic flexibility may therefore function as a mechanism through which Al capabilities are
translated into more effective strategic planning, implementation, and control. Al can generate knowledge
and predictive insights, whereas strategic flexibility enables organizations to act on that knowledge by
reallocating resources and revising strategies. The strategic benefits of Al are also strengthened when
technological capabilities are combined with organizational innovation and adaptive managerial structures
(Mohammadi et al., 2024). In addition, digital transformation research emphasizes that sustainable
organizational change depends on synergy among technological, structural, and managerial subsystems
rather than isolated technological investment (Nguyen et al., 2023). Evidence from strategic management
settings also indicates that Al capabilities can contribute to stronger strategic management when they are
properly embedded in organizational systems (Al-Thabhawee et al., 2026).

Nevertheless, the effectiveness of this process may depend on organizational and environmental
contingencies. Resistance to organizational change can weaken the ability of banks to convert Al
capabilities into strategic flexibility. Al implementation often changes established roles, routines, decision
authority, and skill requirements, potentially creating uncertainty and employee resistance. The
automation—augmentation paradox suggests that organizations must appropriately balance automation
with the enhancement of human capabilities; otherwise, tensions surrounding Al adoption may reduce its
organizational value (Raisch & Krakowski, 2021). Research on Al and the future of work similarly
highlights employee adaptation, changing competencies, and organizational acceptance as important
challenges associated with Al implementation (Malik et al., 2025). Conversely, environmental uncertainty
may strengthen the value of strategic flexibility because organizations facing greater technological,
regulatory, and competitive instability require more frequent adaptation. Al-supported strategic planning
is particularly important in VUCA environments where strategic assumptions need continuous revision
(Biloslavo et al., 2024). Thus, the present study examined the mediating role of strategic flexibility in the
relationship between Al capabilities and strategic management in Iragi commercial banks and tested the
moderating roles of resistance to organizational change and environmental uncertainty.

Methods and Materials

The study employed a quantitative, cross-sectional survey design. The research population
consisted of managers and relevant administrative personnel working in state-owned and private
commercial banks operating in Iraq. Participants were selected from executive management, branch
management, department heads, and personnel working in strategic planning, risk management,
information technology, and digital transformation units because these employees were considered
sufficiently knowledgeable about Al capabilities and strategic management practices. Due to the absence
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of a comprehensive sampling frame covering all relevant managers and employees, purposive sampling
was used. A total of 362 valid questionnaires were included in the final analysis.

Data were collected using a structured questionnaire. Al capabilities were measured with 18 items
reflecting data governance, intelligent decision support, organizational capabilities, ethical governance,
human capital, and strategic value creation. Strategic flexibility was measured using six items assessing
the bank’s capacity for rapid adaptation and resource reallocation. Resistance to organizational change
was assessed with six items measuring employee reluctance toward organizational changes related to
emerging technologies. Environmental uncertainty was measured using six items representing instability
and unpredictability in the banking environment. Strategic management was assessed through 15 items
covering strategic planning, strategic implementation, and strategic control. All items were rated on a five-
point Likert scale ranging from strongly disagree to strongly agree.

Content validity was evaluated by a panel of five academic experts, and minor wording revisions
were made before final administration. A pilot study with 30 managers and department heads indicated
satisfactory clarity and preliminary reliability. The final data were screened for missing values,
multivariate outliers, multicollinearity, and common method bias. Partial Least Squares Structural
Equation Modeling was performed using SmartPLS 4. Reliability was assessed using composite
reliability, convergent validity through the average variance extracted, and discriminant validity through
the HTMT criterion. The structural model was evaluated using path coefficients, coefficients of
determination, predictive relevance, and SRMR. Bootstrapping with 10,000 subsamples was used to test
direct, indirect, and interaction effects at the 0.05 significance level.

Findings

The measurement model demonstrated acceptable reliability and validity. Factor loadings ranged
from 0.731 to 0.914, composite reliability values ranged from 0.914 to 0.962, and average variance
extracted values ranged from 0.586 to 0.694. All HTMT values were below 0.85, ranging from 0.437 to
0.835, confirming discriminant validity. Structural model assessment showed that the coefficient of
determination was 0.587 for strategic flexibility and 0.694 for strategic management. Predictive relevance
values were 0.342 for strategic flexibility and 0.461 for strategic management. The SRMR value was
0.064, indicating acceptable model fit.

Hypothesis testing showed that Al capabilities had a significant positive effect on strategic
flexibility (B = 0.654, t = 15.284, p < 0.001). Strategic flexibility, in turn, had a significant positive effect
on strategic management (= 0.497,t=9.876, p <0.001). The indirect effect of Al capabilities on strategic
management through strategic flexibility was also statistically significant (B =0.325,t="7.148, p <0.001),
supporting the mediating role of strategic flexibility.

The moderation analyses also supported the proposed hypotheses. Resistance to organizational
change negatively moderated the relationship between Al capabilities and strategic flexibility (B =—0.183,
t = 4.237, p < 0.001), demonstrating that greater resistance weakened the positive contribution of Al
capabilities to strategic flexibility. In contrast, environmental uncertainty positively moderated the
relationship between strategic flexibility and strategic management (p=0.168, t=3.954, p <0.001). Thus,
the positive effect of strategic flexibility on strategic management became stronger as environmental
uncertainty increased.



Discussion and Conclusion

The findings demonstrate that Al capabilities constitute an important strategic resource for
commercial banks, but their strategic value depends substantially on the organization's capacity to
translate technological resources into adaptive responses. The strong positive relationship between Al
capabilities and strategic flexibility indicates that banks with more advanced capabilities in data
governance, intelligent decision support, human capital, organizational readiness, and strategic value
creation are better positioned to detect environmental changes and modify their strategic priorities. Al
therefore appears to improve not merely informational efficiency but also the organization's capacity to
respond to changing competitive and institutional conditions.

The significant effect of strategic flexibility on strategic management further indicates that
adaptive capacity is central to effective strategic planning, implementation, and control. Banks that can
rapidly reallocate resources and reconsider priorities are more capable of maintaining alignment between
their strategic objectives and an evolving environment. This is particularly relevant in banking, where
technological disruption, regulatory developments, competitive pressures, and shifting customer
expectations may quickly undermine previously established strategic assumptions.

More importantly, the significant mediation effect confirms that strategic flexibility is a key
mechanism through which Al capabilities contribute to strategic management. Technological
sophistication alone does not ensure effective strategy. Al may provide forecasts, analyses, and decision
support, but these outputs create strategic value only when managers and organizational systems are
capable of acting on them. Strategic flexibility enables banks to transform Al-generated intelligence into
revised plans, reallocated resources, modified operations, and more responsive control mechanisms.
Accordingly, the findings support a process-oriented understanding in which Al capabilities strengthen
adaptive organizational capacity, which subsequently improves strategic management.

The negative moderating effect of resistance to organizational change demonstrates that internal
organizational conditions can substantially constrain this process. When resistance is high, employees and
managers may be less willing to adopt new technologies, modify established routines, share decision
authority with intelligent systems, or redesign existing processes. Consequently, the same level of Al
capability may generate less strategic flexibility in highly resistant organizations. Reducing resistance is
therefore not a peripheral human-resource issue but an essential condition for obtaining strategic value
from Al investments.

Finally, the positive moderating role of environmental uncertainty shows that strategic flexibility
becomes increasingly valuable when the banking environment is unstable. Under higher uncertainty, rigid
strategic structures become less effective because plans and resource allocations require more frequent
revision. Flexible banks can respond more rapidly to regulatory changes, competitive movements,
technological disruption, and evolving customer demands. Environmental uncertainty therefore does not
merely represent a threat; it increases the strategic importance of organizational flexibility.

Overall, the study concludes that effective strategic management in commercial banks depends not
simply on possessing advanced Al technologies, but on developing the organizational flexibility required
to convert Al capabilities into adaptive strategic action. The strategic value of Al is enhanced when
organizational resistance to change is minimized and when banks possess sufficient flexibility to respond
to uncertain environments.
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