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Abstract: This study analyzes the effect of digital readiness and service innovation
capability on service business model innovation in Libyan banks, drawing on the
Dynamic Capabilities View and the Service-Dominant Logic. A quantitative cross-
sectional design was employed using Partial Least Squares Structural Equation Modeling
(PLS-SEM), and data were collected from 119 managers and employees in commercial
banks located in Benghazi and Ajdabiya. The findings indicate that digital readiness has
a weak yet significant direct effect on service business model innovation. In contrast,

service innovation capability exhibits a strong and significant influence on business
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model innovation and serves as a complementary mediator between digital readiness and
service business model innovation. These results underscore its pivotal role in
transforming digital potential into tangible strategic innovation outcomes. The study
recommends that Libyan banks strengthen organizational and human capabilities
alongside investments in digital infrastructure to enhance innovation across the sector.
Keywords: Digital readiness, service innovation capability, service business model
innovation, digital transformation, Libyan banks.
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Number of predictors 3 Denominator df 115
Total sample size 19
Actual power 0.9509602
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Lin sl i€l e 3iady ¥ Jlae V) z3sad 3 adall Jsatll of a5 3l anal) JlacY)
B g (Al Ledygad i g Lis 5 iSO ae Je i Al dadaill ) a8l jue i 68 il
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