From Human Capital to Competitive Advantage: Indigenous Knowledge, Adaptation, and Innovation in Entrepreneurial Success
Abstract
This study examines how Indigenous Knowledge Systems (IKS) contribute to entrepreneurial success through adaptation and innovation using the proposed Indigenous Dynamic Capabilities Mediation (IDCM) model. Drawing on survey data from 124 entrepreneurs across seven regions and analysed using Hayes’ PROCESS macro (Model 6), the research explores both direct and mediated effects while controlling for demographic factors. Results show that adaptation is the primary pathway linking IKS to entrepreneurial growth, underscoring the importance of resilience and operational flexibility. Innovation plays a smaller role in growth but is the key mediator of competitiveness, both directly and through sequential effects from adaptation to innovation. The study establishes IKS as a dynamic, generative resource that fuels human capital and capability development. Theoretically, it integrates Human Capital, Indigenous Knowledge, and Dynamic Capabilities perspectives, while practically advocating staged support, prioritising adaptation early and fostering innovation as ventures evolve.
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Introduction
Indigenous entrepreneurship has become an increasingly important domain in global scholarship, reflecting both its potential for advancing sustainable development and its role in preserving cultural identity (Dana et al., 2020; Peredo et al., 2021). Indigenous Knowledge Systems (IKS) (encompassing local ecological knowledge, cultural values, oral traditions, and community-based cooperation) are widely recognised as vital resources for entrepreneurial resilience and innovation (Agrawal, 1995; Dell et al., 2024). In many contexts, IKS offers a repertoire of practices that allow entrepreneurs to navigate resource constraints, manage ecological variability, and maintain community legitimacy. 
Much of the existing literature, however, has concentrated on documenting the social and ecological value of these practices. Studies frequently treat IKS as a static cultural asset, highlighting its application in specific traditional livelihoods such as the harvesting of medicinal plants or basic agricultural sustenance (Ekene et al., 2023; Mugambiwa, 2021; Tamene et al., 2024). By framing indigenous knowledge primarily around heritage preservation and ecological survival, prior research often overlooks its strategic application in modern organisational contexts. Because of this descriptive focus, the precise mechanisms through which IKS influences entrepreneurial outcomes remain insufficiently theorised and empirically validated.
The dominant narratives in entrepreneurship research have often privileged Western constructs of innovation and competitiveness. Studies by Kim & Ahn (2017) as well as comprehensive systematic reviews reveal that mainstream frameworks pay limited attention to culturally embedded forms of knowledge, treating them as peripheral to core business strategy (Dana et al., 2020; Hernandez-Linares et al., 2024). Where IKS has been studied, it is frequently treated as a static cultural asset (meaning an inherited tradition frozen in time) rather than as a dynamic input (meaning a continuously adapting resource actively used to solve emerging operational problems) into organisational processes (Mugambiwa, 2021). 
Treating IKS merely as a relic of the past risks underestimating its true economic potential. Specifically, this narrow view fails to recognise how indigenous practices drive operational efficiency, foster unique product differentiation, and create sustainable competitive advantages in modern markets. Furthermore, empirical work has often stopped short of explaining how indigenous knowledge is mobilised to generate entrepreneurial growth and competitiveness, leaving gaps in both theory and practice. Practically, this leaves indigenous business owners without clear, evidence-based frameworks on how to scale their operations or integrate traditional ecological practices with contemporary market demands.
Consequently, moving beyond this static view requires an understanding of the active processes that link cultural resources to firm performance. Human capital variables such as education, experience, and financial capacity are well established as important determinants of entrepreneurial performance (Becker, 1964; Unger et al., 2011). In indigenous contexts, these demographic endowments may condition the ability of entrepreneurs to access and apply IKS. However, their influence is not deterministic; rather, they operate as enabling background resources that expand the absorptive capacity required for mobilising indigenous knowledge (Onwuegbuzie, 2009). Since human capital alone does not constitute the mechanism of growth, the central theoretical puzzle involves how the cultural knowledge itself is transformed into tangible success. Do these indigenous factors work directly, or do they interact through mediating capabilities that translate tacit knowledge into measurable growth and competitiveness?
Dynamic Capabilities Theory serves as the primary theoretical lens to answer this question. It emphasises that firms achieve sustainable performance not simply through the possession of resources, but through the ability to adapt, innovate, and reconfigure competencies in changing environments (Teece, 2007). For indigenous entrepreneurs, adaptation captures the ability to adjust operations in response to environmental and market volatility, while innovation reflects the transformation of adaptive practices into new products, services, and processes. Although prior studies have explored the role of dynamic capabilities in mainstream entrepreneurship (Helfat and Peteraf, 2015), little empirical work has examined how indigenous knowledge activates these capabilities or how they differentially shape entrepreneurial outcomes. Recent discussions acknowledge this intersection but lack robust quantitative testing (Celume, 2024; Chaudhari, 2024), leaving a critical need to empirically validate these mechanisms.
This paper addresses these gaps proposing the Indigenous Dynamic Capabilities Mediation (IDCM) model. Rooted primarily in Dynamic Capabilities Theory, the proposed model integrates supporting insights from Indigenous Knowledge Theory and Human Capital Theory. Within this structure, Dynamic Capabilities Theory explains the core mechanisms of adaptation and innovation that drive success. Indigenous Knowledge Theory is utilised secondarily to define the unique generative resource base, while Human Capital Theory accounts for the enabling demographic conditions that allow entrepreneurs to mobilise this knowledge. The model conceptualises IKS as a dynamic input that influences entrepreneurial growth and competitiveness through adaptation and innovation, with demographic endowments serving as enabling conditions. In doing so, the study advances theoretical understanding of how indigenous knowledge is mobilised as a generative resource, while also offering practical insights for supporting indigenous entrepreneurs.
The remainder of the paper is structured as follows. The next section reviews the relevant literature on demographics, indigenous knowledge, and dynamic capabilities, leading to the development of hypotheses. The methodology section then outlines the survey design, measures, and analytical strategy. Subsequent sections present the empirical findings, followed by a discussion of their theoretical and practical implications. The paper concludes with a synthesis of contributions, limitations, and directions for future research.
Literature Review
Demographic Factors and the Adoption of Indigenous Knowledge Systems (IKS) in Entrepreneurship
Indigenous Knowledge Systems (IKS) encompass context specific cultural practices, ecological insights, and social values that communities apply in their daily lives and entrepreneurial activities. Their adoption and use in entrepreneurship are not uniform but are significantly shaped by demographic factors such as experience, education, revenue, region, and location. Rather than acting in isolation, these factors collectively determine how effectively traditional knowledge is integrated into modern business practices to ensure sustainability and competitiveness (Chaudhari, 2024; Eze et al., 2023; Tamene et al., 2024). The broader consensus in the literature indicates that the interplay of these demographic elements with indigenous knowledge dictates whether a business model can remain culturally grounded while achieving economic viability. Below, each factor is explored in detail.
Scholars increasingly view experience and education not merely as individual traits, but as interactive mechanisms that bridge generational knowledge gaps. Experience constitutes an essential foundation for IKS driven entrepreneurship. Indigenous entrepreneurs often rely on knowledge accumulated through lived cultural and ecological practices, which fosters innovation and sustainable business development (Chaudhari, 2024). While older individuals frequently serve as the primary custodians of traditional resilience practices like medicinal or agricultural techniques (Tamene et al., 2024), current research highlights a complementary trend among younger generations. Younger entrepreneurs tend to hybridise this inherited knowledge with digital tools to access broader markets, proving that IKS is adaptable rather than rigid (Dharmasiri et al., 2025). 
Education exerts a similarly dual influence. Formal education equips entrepreneurs with skills for navigating modern business environments, including financial literacy and management expertise. However, scholars caution that when curricula are detached from indigenous contexts, they risk eroding cultural identity (Eze et al., 2023). To counteract this, empirical evidence from South Africa and other regions suggests that integrating IKS into entrepreneurship education nurtures creativity and preserves cultural relevance (Ayandibu, 2025). Informal education through family, elders, and community networks also remains crucial for maintaining cultural integrity and transferring knowledge across generations (Onwuegbuzie, 2009).
The literature also reveals a strong intersection between financial capacity and geographical context, where both elements heavily constrain or enable the commercialisation of IKS. Revenue generation in indigenous entrepreneurship is closely tied to the ability to integrate cultural and ecological knowledge with market-oriented practices. Successful entrepreneurs differentiate themselves through products and services rooted in indigenous traditions, which enhances resilience and income (Chaudhari, 2024). However, many indigenous entrepreneurs operate in low income, necessity driven contexts, with limited financing and government support (Manyaga et al., 2024). Economic disparities, such as those affecting Native Americans and First Nations, highlight the barriers to scaling indigenous enterprises. Targeted interventions in financing and education are therefore vital to unlocking revenue potential (Bull, 2024). Additionally, microfinance and savings groups play a transformative role, particularly for women entrepreneurs, enabling the commercialisation of traditional practices (Gupta, 2013). In Indonesia, indigenous financial literacy practices linked to local wisdom have been shown to foster creativity and enhance entrepreneurial problem solving (Kesa, 2024).
The geographical context significantly shapes the form and intensity of IKS adoption. Geographic and spatial dynamics largely dictate market access and the preservation of original practices. Remote and rural communities, often rich in ecological and cultural knowledge, typically embed entrepreneurial practices deeply in tradition, though market access and infrastructure constraints limit their scalability (Celume, 2024; Tamene et al., 2024). Urban and peri urban entrepreneurs are more likely to blend indigenous knowledge with Western approaches to meet diverse consumer demands. Regional identity also influences entrepreneurial self-identification. Maori businesses in New Zealand, for instance, vary in how they express and apply IKS depending on sectoral and regional contexts (Cervantes Loreto & Mika, 2023). These spatial variations highlight that location not only provides ecological resources but also shapes market opportunities and cultural legitimacy.
Beyond individual demographics, social structures and cultural norms underpin entrepreneurial ecosystems. Indigenous enterprises are often embedded within kin based and collective organising structures that promote adaptability and resilience. Maori entrepreneurial ecosystems, for example, are distinguished by kinship ties and pan tribal networks that foster collective resource sharing and cultural continuity (Dell et al., 2024). Community cohesion is equally vital. The forestry ventures of the Ilnu community in Canada demonstrate how strong social networks within indigenous communities facilitate entrepreneurial initiatives and sustain business operations (Beaudoin, 2009). These social and cultural dynamics reinforce demographic influences to ensure that entrepreneurship is both community driven and culturally grounded.
Synthesizing these perspectives, it is evident that demographic factors (experience, education, revenue, region, and location) intersect with social and cultural contexts to shape how IKS is adopted and deployed in entrepreneurship. Experience and age provide deep reservoirs of knowledge, education mediates between tradition and modernity, revenue and financing determine scalability, and geographic location anchors practices in specific ecological and market realities. At the same time, social cohesion and cultural values ensure resilience and authenticity. While these factors create opportunities, colonial legacies, financial disparities, and systemic barriers continue to constrain indigenous entrepreneurs. Supportive policies, inclusive financing, and culturally grounded education are therefore essential to enhance the integration of IKS into entrepreneurship. Such measures will foster sustainable, competitive, and culturally relevant business models that honor indigenous knowledge while engaging modern markets.
Enhancing Entrepreneurial Capabilities
Indigenous Knowledge Systems (IKS) have been widely recognised for their ability to enhance entrepreneurial capabilities. Instead of viewing these systems merely as cultural artifacts, a growing body of literature positions them as strategic assets that embed local ecological knowledge and cultural values into modern business practices (Chaudhari, 2024; Olaopa & Ogundare, 2024). A central consensus among scholars is that IKS strengthens innovation and resilience by providing entrepreneurs with context specific resources that enable the creation of sustainable business models grounded in cultural continuity (Mugambiwa, 2021; Ekene et al., 2023). This fusion has led to the conceptualisation of “tribepreneurship,” illustrating how indigenous communities utilise cultural traditions to build innovative, competitive, and sustainable enterprises rather than simply mimicking Western models (Chaudhari, 2024).
Furthermore, the literature connects IKS directly to the development of commercial competencies that buffer against external shocks. IKS has been linked to the improvement of innovative and commercial skills among entrepreneurs, facilitating the growth of indigenous led economies that enhance economic independence and resilience against global market pressures (Olaopa & Ogundare, 2024). Comparative research further demonstrates that these culturally grounded entrepreneurial practices are frequently more effective than externally imposed strategies because they are deeply contextual and aligned with local environments (Mugambiwa, 2021). For example, smallholder horticultural farmers in Zimbabwe successfully employed indigenous farming knowledge to enhance productivity, highlighting the effectiveness of place based entrepreneurial approaches over generic methodologies (Mugambiwa, 2021).
This theme of superior contextual performance is echoed in studies on the commercialisation of natural resources. The commercialisation of traditional medicinal plants provides another example of how IKS strengthens entrepreneurial innovation. Studies in Zimbabwe and South Africa show that the production and marketing of mpesu have developed into sustainable business models that generate consistent consumer demand while creating safety nets for indigenous communities (Ekene et al., 2023). Such cases illustrate that IKS driven entrepreneurship is not only culturally appropriate but also economically viable. These models often ensure long term sustainability more effectively than non-indigenous frameworks (Onwuegbuzie, 2011; Onwuegbuzie et al., 2024).
From a sustainability perspective, the literature overwhelmingly supports the notion that IKS contributes to entrepreneurial resilience by promoting environmentally friendly practices and community-based resource management (Onwuegbuzie, 2011). Indigenous practices have been shown to mitigate ecological degradation while supporting circular economies and sustainable production systems (Mugambiwa, 2021; Onwuegbuzie et al., 2024). Scholars argue that the integration of IKS into entrepreneurship therefore represents an underutilised yet critical pathway for addressing global sustainability challenges and advancing inclusive growth, particularly across Africa (Onwuegbuzie et al., 2024).
However, scholars also caution that individual capabilities must be matched with structural support. At the institutional level, the effective integration of IKS into entrepreneurship requires supportive governance frameworks and policies that legitimise and safeguard indigenous practices (Olaopa & Ogundare, 2024). Studies emphasise that policies enabling the systematic inclusion of IKS into entrepreneurial ecosystems can significantly enhance poverty alleviation programs. This empowers local communities and reduces socioeconomic vulnerabilities (Olaopa & Ogundare, 2024; Chaudhari, 2024). Development practitioners and policymakers are therefore encouraged to embed IKS into national and regional entrepreneurship strategies to enhance sustainability, foster economic resilience, and promote community driven growth (Chaudhari, 2024; Ekene et al., 2023).
Collectively, the literature consistently highlights that IKS enhances entrepreneurial capabilities. It does so not through isolated practices, but through a synthesized mechanism of deepening cultural relevance, fostering place-based innovation, enabling ecological sustainability, and shaping inclusive governance frameworks (Chaudhari, 2024; Olaopa & Ogundare, 2024; Mugambiwa, 2021; Ekene et al., 2023; Onwuegbuzie, 2011; Onwuegbuzie et al., 2024). In this way, indigenous entrepreneurship emerges as both an economic and cultural project, simultaneously securing livelihoods and ensuring the continuity of indigenous values and practices.
Adaptation and Innovation as Dynamic Capabilities
A strong consensus in the literature positions adaptation and innovation as critical dynamic capabilities that mediate the relationship between knowledge resources and entrepreneurial performance (Correia et al., 2021; Lieu et al., 2024). Rather than viewing knowledge as a static asset, scholars argue that these capabilities enable firms to transform knowledge into actionable strategies, respond effectively to environmental change, and sustain competitive advantage (Komalasari et al., 2024; Sarkar et al., 2016). Furthermore, empirical studies converge on the idea that intellectual capital and innovation orientation strengthen this mediating mechanism, allowing firms to achieve innovation ambidexterity through dynamic capabilities (Farzaneh et al., 2022). Adaptation refers to a firm’s ability to adjust strategies and operations in response to external pressures, while innovation encompasses the creation of new products, services, or processes that facilitate differentiation and long-term growth (Abid et al., 2024; Hernandez Linares et al., 2023). Synthesizing these views, it becomes clear that together, these dynamic capabilities ensure that knowledge resources are effectively deployed to achieve superior entrepreneurial outcomes.
Delving into specific capabilities, researchers consistently highlight that adaptation allows firms to adjust their strategies in response to shifting market conditions, thereby maintaining competitiveness in turbulent environments (Lieu et al., 2024; Correia et al., 2021). The literature establishes a clear link between adaptability and resource utilisation, noting that adaptive firms are better positioned to leverage existing knowledge resources to address new challenges and opportunities, which strengthens overall performance (Qin & Hui xin, 2012). This adaptive capacity is not isolated; it is theoretically and empirically linked with market orientation, as firms capable of aligning their strategies with customer needs and preferences are more likely to maintain a competitive edge (Correia et al., 2021; Sarkar et al., 2016).
Complementing adaptation, the broader academic discourse identifies innovation as an equally crucial dynamic capability because it enables firms to introduce new products and processes that improve performance and facilitate differentiation in saturated markets (Qin & Hui xin, 2012; Abid et al., 2024). Scholars frequently connect this capability to entrepreneurial orientation, a construct characterized by risk taking, proactivity, and opportunity seeking behaviors (Hernandez Linares et al., 2023; Madsen et al., 2007). The prevailing view is that this orientation mediates the relationship between knowledge resources and firm performance ensuring that knowledge is transformed into value creating activities. Moreover, studies on strategic alignment demonstrate that when innovation activities are integrated with other strategic orientations, such as market and learning orientations, the resulting synergy further enhances business performance (Kim & Ahn, 2017; Sarkar et al., 2016).
Across these studies, a unified theoretical argument emerges: dynamic capabilities serve as the indispensable bridge linking knowledge resources to entrepreneurial performance. Empirical validations repeatedly confirm that adaptation and innovation act as mechanisms through which firms convert knowledge into sustainable competitive advantages (Correia et al., 2021; Komalasari et al., 2024). Beyond internal efficiency, researchers note that these capabilities not only enhance the effectiveness of entrepreneurial resources but also facilitate cooperation with external partners, which strengthens performance outcomes and strategic alliances (Ye et al., 2013). Fostering continuous learning, experimentation, and responsiveness, dynamic capabilities actively contribute to sustainable growth trajectories and long term organizational success (Lieu et al., 2024; Abid et al., 2024).
Despite their recognised importance, the literature also offers a critical caveat regarding external contingencies. The effectiveness of adaptation and innovation is heavily contingent on broader organisational and environmental factors. While authors agree that internal dynamic capabilities are pivotal, they also argue that external conditions such as government policies, technological dynamism, and market structures significantly influence how these capabilities translate into performance (Komalasari et al., 2024). Interestingly, some empirical findings reveal a paradox where government policies may not always significantly moderate the relationship between knowledge management and business performance. This contradiction suggests a strategic imperative for firms to prioritise strengthening their internal adaptive and innovative capacities over relying on external support (Komalasari et al., 2024). Similarly, the broader consensus maintains that the alignment of entrepreneurial orientation with innovation capabilities is critical for enabling firms to navigate technological change, especially in resource constrained environments (Abid et al., 2024).
Entrepreneurial Growth and Competitiveness
Recent scholarship has moved away from single factor explanations, instead conceptualising entrepreneurial growth and competitiveness as complex outcomes shaped by the interplay of human capital, indigenous knowledge, and dynamic capabilities (Liao, 2023; Sainz et al., 2024). The dominant theoretical synthesis suggests that these elements jointly underpin the development of competitive advantages, continuous innovation, and adaptability, all of which are essential for sustaining growth in volatile markets (Koryak et al., 2015). Within this integrated view, each component plays a distinct role. Human capital provides the foundational skills and cognitive competencies necessary for opportunity recognition. At the same time, dynamic capabilities enable firms to respond strategically to external changes, and indigenous knowledge contributes unique, place based insights that differentiate firms in competitive environments (Karan, 2018; Rastogi, 2000).
A core theme across the reviewed studies is the foundational role of human resources. Human capital is consistently described as a critical organisational asset comprising the skills, knowledge, and competencies of individuals (Karan, 2018; Rastogi, 2000). Scholars agree that in knowledge based economies, where new skills and learning are continually demanded, it forms the basis for innovation and growth (David & Lopez, 2003). Particularly, research highlights that the entrepreneurial mindset (an important component of human capital) drives creativity, risk taking, and adaptability, which are all essential traits for business development and resilience (Østergaard & Marinova, 2018). Synthesizing these elements, studies further establish a causal sequence where human capital is closely linked to the development of dynamic capabilities, since it provides the intellectual and creative faculties required to generate new knowledge and to manage complex production processes (David & Lopez, 2003).
Building upon this foundation, the literature transitions to dynamic capabilities, understood as a firm’s ability to integrate, build, and reconfigure competencies in the face of environmental change. These capabilities are widely debated but uniformly accepted as equally essential for sustaining competitive advantages (Muriuki, 2018). Extensive empirical evidence links these capabilities with strategic activities such as new product development, research initiatives, and alliances, all of which contribute to entrepreneurial growth and competitive positioning (Telussa et al., 2006). Confirming this in specific contexts, recent findings from small and medium enterprises indicate that dynamic capabilities serve as the engine for business model innovation, enabling firms to adapt knowledge resources into sustained competitive advantage (Heider et al., 2021). Moreover, researchers observe a cultural impact, noting that dynamic capabilities are associated with the cultivation of high-erformance organisational cultures characterised by innovation, adaptability, and sustained competitiveness (Monroy & Nieto, 2019).
Intersecting with these mainstream theories, a growing body of work argues that indigenous knowledge must be increasingly highlighted as an embedded resource within human capital that enhances entrepreneurial distinctiveness (Karan, 2018). Scholars conceptualize this knowledge to include traditional practices, ecological expertise, and cultural frameworks. The consensus is that when integrated into entrepreneurial strategies, these elements provide novel approaches to problem solving and differentiation in the marketplace (David & Lopez, 2003). Case studies and empirical tests consistently show that such knowledge can create products and services uniquely attuned to local needs, thereby improving market acceptance and enhancing overall competitiveness (Karan, 2018).
Bringing these threads together, the literature strongly emphasises that the interaction of human capital, dynamic capabilities, and indigenous knowledge creates unique synergies that amplify entrepreneurial outcomes (Liao, 2023; Sainz et al., 2024). In this integrated framework, each element reinforces the other. Human capital equips firms with the knowledge and mindset to innovate. Simultaneously, dynamic capabilities provide the requisite flexibility to adapt, and indigenous knowledge contributes culturally embedded insights that guarantee market relevance. Researchers conclude that this resulting synergy fosters continuous innovation, robust responsiveness to change, and the ability to maintain a sharp competitive edge, ultimately leading to sustained growth and success (Koryak et al., 2015).
However, scholars temper these optimistic frameworks with a necessary caution regarding environmental limits. These internal elements do not operate in isolation. A critical synthesis of recent studies points out that external factors such as government policy, industry regulations, and technological change strongly shape exactly how human capital, indigenous knowledge, and dynamic capabilities can be mobilised (Liao, 2023; Sainz et al., 2024). Finally, researchers agree that the ultimate effectiveness of these resources also varies widely across different sectors and regions, underscoring a vital need for context sensitive strategies when leveraging such complex assets for entrepreneurial growth.
Theoretical Framework
This study is grounded in a synthesis of Dynamic Capabilities Theory, Indigenous Knowledge Theory, and Human Capital Theory. Rather than testing these theories directly, the research draws upon their core principles to construct a new conceptual framework that explains how indigenous entrepreneurs achieve success. Dynamic Capabilities Theory serves as the primary theoretical lens. It explains how organisations transform basic resources into tangible performance outcomes developing the abilities to adapt, innovate, and reconfigure competencies in rapidly changing environments (Teece, 2007). Within the context of this study, adaptation and innovation are not merely final outcomes but serve as active mediating processes that convert culturally embedded knowledge into entrepreneurial success.
Indigenous Knowledge Theory provides the foundational context for the resource base used in this study. It highlights the embedded value of local and traditional knowledge systems as strategic resources for community problem solving and sustainable development (Agrawal, 1995). Far from being static, Indigenous Knowledge Systems encompass tacit understandings, work ethics, and context specific practices that profoundly shape entrepreneurial behavior. This theory helps establish that indigenous knowledge acts as a distinctive form of contextual intellectual capital through which entrepreneurs interpret their environments and generate relevant strategies.
Finally, Human Capital Theory is utilised to explain the background enabling conditions of the entrepreneur. This perspective emphasises that demographic endowments, such as education, experience, and accumulated resources, constitute valuable baseline inputs into entrepreneurial processes (Becker, 1964). In this research, human capital variables are not treated as central structural drivers of performance. Instead, they are conceptualised as control variables that expand the absorptive capacity required for entrepreneurs to effectively access and mobilise indigenous knowledge. Integrating these three perspectives provides the conceptual foundation for developing a novel model that bridges context specific cultural knowledge with capability-based explanations of firm performance.
The Indigenous Dynamic Capabilities Mediation model
Building upon the theoretical synthesis, this study develops a novel conceptual framework known as the Indigenous Dynamic Capabilities Mediation (IDCM) model (see figure 1 below). This model provides a process-oriented view of how entrepreneurs transform indigenous knowledge into measurable outcomes of growth and competitiveness. At its foundation, the model recognises that demographic endowments constitute forms of human capital that create the enabling background conditions for the adoption and use of Indigenous Knowledge Systems. Although these demographic characteristics are treated as control variables rather than central structural drivers in the model, they provide the skills, exposure, and resource base that allow entrepreneurs to draw upon culturally embedded forms of knowledge.
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Figure 1: Conceptual Model of the Indigenous Dynamic Capabilities Mediation (IDCM)
Source: Authors (2025) 
Within this framework, Indigenous Knowledge Systems are conceptualised as a contextual knowledge resource composed of tacit know how, collective decision-making logics, oral traditions, and work ethics. Entrepreneurs are positioned to adopt and mobilise this knowledge effectively, applying it in ways that strengthen their capacity to navigate uncertainty and respond to environmental demands. Once adopted, this knowledge activates dynamic capabilities, beginning with adaptation. Adaptation reflects the ability of the entrepreneur to adjust operations, processes, and strategies in line with emerging challenges and opportunities. Through embedding indigenous knowledge into everyday practices, entrepreneurs enhance their capacity to adapt quickly, ensuring continuity and resilience in the face of external pressures.
The model further identifies innovation as the second dynamic capability. It positions innovation both as a direct outcome of indigenous knowledge and as a sequential development that builds upon adaptation. While traditional knowledge can inspire new ideas directly, the transition from adaptation to innovation captures how localized responsive practices evolve into creative solutions, new products, and process improvements. This layered interaction illustrates that adaptation provides a foundation of responsiveness, which fosters more sustained and transformative innovations.
At the outcome level, the model distinguishes between entrepreneurial growth and competitiveness. Growth refers to the ability to expand scale, operations, and efficiency. Competitiveness reflects the capacity to sustain advantage in dynamic markets. The model conceptualizes entrepreneurial success not as a direct product of indigenous knowledge alone. Instead, success is the result of a sequential process where cultural knowledge is converted into dynamic capabilities, which then differentially produce growth and competitiveness.
Hypotheses Development
Indigenous Knowledge and Dynamic Capabilities 
Dynamic Capabilities Theory argues that unique resource configurations are essential for developing adaptive and innovative capacities (Teece, 2007). In the context of indigenous entrepreneurship, cultural knowledge serves as this unique resource base. Research indicates that Indigenous Knowledge Systems provide entrepreneurs with context specific ecological insights and collaborative social values that inform strategic business responses (Agrawal, 1995; Dell et al., 2024). Relying on traditional practices allows entrepreneurs to reconfigure their operations flexibly when faced with environmental volatility. This deep reservoir of local know how directly informs the ability of a firm to adjust its operations effectively. Furthermore, this knowledge is not merely about survival; it serves as a foundation for novel product creation. Entrepreneurs frequently use traditional botanical knowledge, artisanal techniques, and cultural narratives to generate unique products and services that stand out in the market (Chaudhari, 2024). Therefore, applying culturally embedded knowledge actively fuels both the capacity to adapt and the drive to innovate. 
H1: IKS positively predicts adaptation. 
H2: IKS positively predicts innovation.
The Relationship Between Adaptation and Innovation 
Within the dynamic capabilities framework, capabilities often build upon one another sequentially. Adaptation involves stabilizing operations and remaining resilient under pressure, while innovation involves creating entirely new value propositions (Hernandez Linares et al., 2023). Scholars note that businesses must first establish a stable, adaptable operational base before they can successfully launch innovative ventures (Correia et al., 2021). An entrepreneur who has successfully adapted to market shifts or supply chain disruptions develops a deeper understanding of market gaps. This heightened responsiveness creates a secure platform from which the business can experiment, design new products, and refine processes. Consequently, the ability to adapt serves as a crucial precursor that enables and strengthens innovative capacity. 
H3: Adaptation positively predicts innovation.
Dynamic Capabilities and Entrepreneurial Growth 
Entrepreneurial growth depends heavily on the ability of a firm to scale operations, increase efficiency, and capture market share. Literature on dynamic capabilities consistently links strategic adaptability to business expansion (Sarkar et al., 2016). When firms successfully adapt their strategies to align with shifting customer needs, they secure continuity and lay the groundwork for expanding their operational scale (Lieu et al., 2024). Similarly, the introduction of new products and services through innovation directly attracts new customer segments and opens additional revenue streams, which are fundamental markers of growth (Abid et al., 2024). Therefore, both the capacity to adjust to the environment and the capacity to introduce novel offerings are expected to directly drive the physical and financial growth of the enterprise. 
H4: Adaptation positively predicts growth. 
H5: Innovation positively predicts growth.
The Mediating Role of Capabilities on Growth 
While indigenous knowledge is valuable, possessing traditional knowledge alone does not automatically result in business expansion. Theoretical models suggest that resources must be actively mobilised through organizational capabilities to impact performance (Teece, 2007). Empirical evidence in entrepreneurship shows that intellectual and cultural capital influence business performance indirectly through strategic actions (Farzaneh et al., 2022). Therefore, the raw cultural and ecological insights provided by Indigenous Knowledge Systems must be processed through the firm. The knowledge translates into growth only when the entrepreneur uses it to adapt to challenges and to innovate new offerings. 
H6: The effect of IKS on growth is mediated by adaptation and innovation.
Dynamic Capabilities and Competitiveness 
Competitiveness extends beyond mere growth; it involves sustaining a unique advantage over rivals in the marketplace. Scholars emphasize that maintaining competitiveness in volatile environments requires a continuous realignment of competencies (Komalasari et al., 2024). Adaptation ensures that the firm remains relevant and resilient against competitor moves. Innovation, however, is frequently highlighted as the primary driver of competitive advantage, as it allows firms to differentiate themselves in saturated markets through unique value propositions (Kim & Ahn, 2017). Both capabilities are thus vital for positioning the business favorably against market competitors. 
H7: Adaptation positively predicts competitiveness. 
H8: Innovation positively predicts competitiveness.

The Mediating and Serial Effects on Competitiveness 
Similar to growth, competitiveness is an indirect outcome of possessing indigenous resources. The strategic value of indigenous knowledge lies in its application. It is expected that cultural resources enhance competitiveness precisely because they endow the firm with the ability to adapt and innovate in ways that Western business models cannot easily replicate (Mugambiwa, 2021). Furthermore, given the sequenced nature of dynamic capabilities, a serial pathway is anticipated. Indigenous knowledge equips the firm to adapt to its local environment; this adaptation stabilizes the firm and reveals new opportunities, which then sparks innovation. Ultimately, this resulting innovation solidifies the competitive advantage of the firm in the broader market. 
H9: The effect of IKS on competitiveness is mediated by adaptation and innovation. 
H10: The serial pathway IKS → adaptation → innovation → competitiveness is significant.
Methodology
Research Design and Sample
This study adopted a quantitative, cross sectional survey design to examine the relationships between Indigenous Knowledge Systems, sustainable strategies, and entrepreneurial success. Quantitative survey methods are widely recognised for their suitability in testing theoretical models and generating generalisable insights from structured data (Creswell & Creswell, 2018). The sample comprised 124 entrepreneurs representing the micro, small, and medium enterprise sector.
A sample size of 124 was deemed appropriate for this study because it provides adequate statistical power to detect indirect and structural effects using regression based models, satisfying standard threshold recommendations for social science research. Furthermore, the inclusion of distinct global regions (Africa, Asia, Europe, North America, South America, and Oceania) was a deliberate methodological choice. Gathering data across these varied environments ensures that the proposed theoretical framework is robust and generalisable across a wide array of cultural, economic, and ecological contexts, rather than being limited to the idiosyncrasies of a single localized setting.
A non-probability purposive sampling technique was employed to ensure the inclusion of respondents actively engaged in business operations. This strategy is frequently used in entrepreneurship research where access to specialized populations possessing specific knowledge is required (Etikan, Musa, & Alkassim, 2016). To ensure methodological transparency and rigor, specific eligibility criteria were established. Participants were primarily required to be active owners or senior managers of a registered enterprise that had been operating for a minimum of 12 months. This 12-month minimum operational period serves as the operational definition for "significant entrepreneurial experience," ensuring that the core dataset represented respondents with sufficient practical exposure to evaluate capability development and business growth. Furthermore, while the primary focus remained on established ventures, the study selectively included participants with less than one year of operational duration who demonstrated relevant, early-stage insights. This inclusive approach ensured that meaningful, emergent perspectives on modern entrepreneurial challenges were not overlooked, thereby enriching the research without compromising the primary focus on experienced practitioners.Demographic Profile of Respondents
To provide a comprehensive overview of the sample characteristics and the distribution of participants across the selected regions, a detailed demographic profile was compiled. The descriptive statistics for the 124 respondents are presented in Table 1 below. 
Table 1
Demographic Profile of Respondents (N = 124)
	Variable
	Category
	n
	%

	Years of Business Experience
	
	
	

	
	Over 10 years
	37
	29.84

	
	7 to 10 years
	15
	12.10

	
	4 to 6 years
	22
	17.74

	
	1 to 3 years
	28
	22.58

	
	Less than 1 year
	22
	17.74

	Region
	
	
	

	
	Africa
	29
	23.39

	
	Asia
	40
	32.26

	
	Australia/Oceania
	1
	.81

	
	Europe
	44
	35.48

	
	North America
	8
	6.45

	
	South America
	2
	1.61

	Location
	
	
	

	
	Urban
	94
	75.81

	
	Suburban
	16
	12.90

	
	Rural
	14
	11.29

	Highest Level of Education
	
	
	

	
	No formal education
	4
	3.23

	
	Primary education
	4
	3.23

	
	Secondary education
	20
	16.13

	
	Higher education (Bachelor's/Diploma)
	67
	54.03

	
	Postgraduate (Master's/Ph.D.)
	29
	23.39

	Monthly Revenue
	
	
	

	
	Less than $50
	5
	4.03

	
	$51 – $100
	9
	7.26

	
	$101 – $150
	9
	7.26

	
	$151 – $200
	13
	10.48

	
	$201 – $250
	11
	8.87

	
	$251 – $300
	7
	5.65

	
	$300 and Above
	70
	56.45


	
Data Collection Procedure
Data were collected using an online survey instrument administered through digital and professional networks, particularly LinkedIn and WhatsApp. Online distribution provided efficient access to geographically dispersed respondents and has been shown to be an effective tool for collecting data from entrepreneurial populations (Evans & Mathur, 2018). Participation was voluntary, and informed consent was obtained prior to survey completion, ensuring adherence to ethical research standards.
Instrumentation
The survey instrument was developed based on a synthesis of existing literature to ensure content validity. It was divided into specific sections measuring the focal constructs using a five point Likert scale (1 = strongly disagree, 5 = strongly agree). Likert type measures are commonly employed in entrepreneurship and management research as they allow the quantification of subjective perceptions into analysable data (Joshi et al., 2015). The instrument comprised 15 specific items distributed across three main constructs:
The first independent variable, Indigenous Knowledge Systems (5 items), assessed local resource knowledge, cultural practices, community cooperation, oral knowledge transmission, and traditional work ethics. Items included statements such as "Knowledge of local resources strengthens entrepreneurial decision making" and "Problem solving and decision making influenced indigenous cultural practices enhances entrepreneurial business resilience."
The second independent variable, Sustainable Strategies (5 items), captured resource efficiency, adaptation to environmental changes, long term planning, minimal ecological impact, and efficient energy usage. Example items included "Efficient use of resources maintains business sustainability and operational longevity" and "Flexibility in adapting to environmental changes is crucial for entrepreneurial business long term success."
The dependent variable, Entrepreneurial Success (5 items), evaluated business growth, resilience, innovation, operational efficiency, and market competitiveness. Items included statements such as "My business has experienced consistent growth over the past few years" and "Innovation in products or processes using Indigenous Knowledge Systems and Sustainable Strategies has positively influenced my business."
Reliability and Validity
To establish the adequacy of the measurement model, both reliability and construct validity (convergent and discriminant) were rigorously assessed. Internal consistency was evaluated using Cronbach alpha, alongside composite reliability metrics (rhoA and rhoC). For Entrepreneurial Success, the metrics were robust (alpha = 0.784, rhoA = 0.794, rhoC = 0.853). Indigenous Knowledge Systems demonstrated acceptable reliability (alpha = 0.704, rhoA = 0.706, rhoC = 0.808). While the alpha for Sustainable Strategies was slightly below the traditional 0.70 threshold (alpha = 0.690, rhoA = 0.697), its composite reliability (rhoC = 0.801) was strong. In exploratory research involving complex socio-cultural constructs, an alpha near 0.70 is widely considered acceptable, especially when composite reliability indicates solid internal consistency. Convergent validity was assessed using the Average Variance Extracted (AVE). Entrepreneurial Success achieved an AVE of 0.538, exceeding the standard 0.50 threshold. Indigenous Knowledge Systems (AVE = 0.458) and Sustainable Strategies (AVE = 0.447) fell slightly below this threshold. However, according to Fornell and Larcker (1981), if the AVE is less than 0.50 but the composite reliability is higher than 0.60, the convergent validity of the construct is still adequate. Given that the rhoC values for both constructs exceed 0.80, convergent validity is confirmed.
Discriminant validity was evaluated using the Heterotrait Monotrait (HTMT) ratio of correlations. The HTMT value between Sustainable Strategies and Entrepreneurial Success was 0.745, well below the strict 0.85 threshold, indicating clear distinctiveness. The HTMT values between Indigenous Knowledge Systems and Sustainable Strategies (0.914), and Indigenous Knowledge Systems and Entrepreneurial Success (0.867) were higher. While values above 0.90 warrant scrutiny, Henseler et al. (2015) note that a threshold of 0.90 is acceptable for constructs that are conceptually highly similar. Because indigenous practices and sustainable ecological strategies are deeply intertwined theoretically, these values are considered acceptable for the exploratory nature of this study.
Data Analysis
Data were analysed using SPSS version 27 with Hayes’ PROCESS macro (Model 6), which is widely applied for mediation and serial mediation analysis in social science research (Hayes, 2022). Bootstrapping with 5,000 resamples was employed to estimate indirect effects, providing robust confidence intervals and avoiding the limitations of normal-theory significance tests. Demographic variables (experience, education, revenue, region, and location) were included as covariates to account for potential confounding influences. Statistical significance was set at the .05 level, and results were reported in line with APA 7th edition guidelines.
Results
This section presents the results of the statistical analyses conducted to test the hypotheses derived from the Indigenous Dynamic Capabilities Mediation (IDCM) model. Preliminary checks confirmed the suitability of the dataset for analysis. Mediation analyses were performed using Hayes’ PROCESS macro (Model 6) in SPSS version 27. These analyses assessed the direct, indirect, and serial effects of Indigenous Knowledge Systems (IKS) on entrepreneurial outcomes, specifically growth and competitiveness, through adaptation and innovation as mediating variables. Bootstrapping with 5,000 resamples was used to generate bias-corrected confidence intervals for all indirect effects. Demographic variables (experience, education, revenue, region, and location) were included as covariates across models to account for potential confounding influences. 


Testing Direct Effects: Indigenous Knowledge and Dynamic Capabilities
The first set of hypotheses examined the direct relationships between Indigenous Knowledge Systems and the mediating dynamic capabilities. Results from the PROCESS macro indicated that Indigenous Knowledge Systems significantly predicted adaptation (b = 0.168, SE = 0.033, t = 5.14, p < .001, 95% CI [0.103, 0.232]), thereby providing strong support for H1. Furthermore, Indigenous Knowledge Systems significantly predicted innovation (b = 0.138, SE = 0.026, t = 5.25, p < .001, 95% CI [0.086, 0.190]), which supports H2. Addressing the sequential relationship between the two dynamic capabilities, the analysis revealed that adaptation significantly predicted innovation (b = 0.320, SE = 0.067, t = 4.76, p < .001, 95% CI [0.187, 0.453]). This finding confirms H3.
Testing Direct Effects: Capabilities on Entrepreneurial Outcomes
The subsequent hypotheses focused on how these dynamic capabilities predict the final outcomes of growth and competitiveness. Table 2 below shows path estimates for the IDCM model predicting entrepreneurial growth (PROCESS Model 6, N = 124). As detailed in table, adaptation emerged as a significant positive predictor of entrepreneurial growth (b = 0.369, SE = 0.079, t = 4.66, p < .001, 95% CI [0.212, 0.526]), fully supporting H4. In contrast, the direct path from innovation to growth was only marginal and not statistically significant at the .05 level (b = 0.175, SE = 0.100, t = 1.76, p = .082, 95% CI [−0.023, 0.373]). Consequently, H5 is not supported.
Path estimates for the IDCM model (PROCESS Model 6, N = 124)
	Path
	b
	SE
	t
	p
	95% CI

	IKS → ADAPT
	0.168
	0.033
	5.14
	< .001
	[0.103, 0.232]

	IKS → INNOV
	0.138
	0.026
	5.25
	< .001
	[0.086, 0.190]

	ADAPT → INNOV
	0.320
	0.067
	4.76
	< .001
	[0.187, 0.453]

	ADAPT → GROWTH
	0.369
	0.079
	4.66
	< .001
	[0.212, 0.526]

	INNOV → GROWTH
	0.175
	0.100
	1.76
	.082
	[−0.023, 0.373]

	IKS → GROWTH (direct)
	0.060
	0.031
	1.90
	.060
	[−0.003, 0.122]


Table 2: Path estimates for the IDCM model
Source: SPSS 27
Note. Coefficients are unstandardised (b). Covariates (experience, education, revenue, region, location) included but not shown for neatness.
Mediation Analysis for Entrepreneurial Growth
Hypothesis 6 posited that the effect of Indigenous Knowledge Systems on growth is mediated through adaptation and innovation. Table 3 below shows total, direct, and indirect effects of IKS on entrepreneurial growth. The table demonstrate that the total effect of Indigenous Knowledge Systems on growth was significant (b = 0.155, SE = 0.029, t = 5.32, p < .001). However, when mediators were included, the direct effect became nonsignificant (b = 0.060, SE = 0.031, t = 1.90, p = .060), suggesting that the relationship was explained largely through mediation.
Total, direct, and indirect effects of IKS on entrepreneurial growth (PROCESS Model 6, 5,000 bootstrap samples, N = 124)
	Effect
	b
	SE
	t
	p
	95% CI

	Total effect (c)
	0.155
	0.029
	5.32
	< .001
	[0.097, 0.213]

	Direct effect (c′)
	0.060
	0.031
	1.90
	.060
	[−0.003, 0.122]


Table 3: Total, direct, and indirect effects of IKS on entrepreneurial growth
Source: SPSS 27
Table 4 below reveals that the total indirect effect was significant (b = 0.095, Boot SE = 0.023, 95% CI [0.053, 0.145]). Among the specific indirect paths, the pathway through adaptation alone was significant (b = 0.062, Boot SE = 0.020, 95% CI [0.028, 0.104]), while the paths via innovation alone and via the sequential chain were nonsignificant. Therefore, H6 is only partially supported, as mediation occurs primarily through adaptation rather than through both capabilities equally.
Bootstrapped indirect effects of IKS → Growth
	Path
	Indirect b
	Boot SE
	Boot LLCI
	Boot ULCI

	Total indirect
	0.095
	0.023
	0.053
	0.145

	IKS → ADAPT → Growth
	0.062
	0.020
	0.028
	0.104

	IKS → INNOV → Growth
	0.024
	0.016
	−0.004
	0.059

	IKS → ADAPT → INNOV → Growth
	0.009
	0.006
	−0.002
	0.021


Table 4: Bootstrapped indirect effects of IKS → Growth
Source: SPSS 27
Note. Unstandardised coefficients reported. Confidence intervals are 95% percentile bootstrap.

Mediation and Serial Effects for Competitiveness
When predicting competitiveness, a different pattern emerged. Table 5 below shows path estimates for the IDCM model predicting entrepreneurial competitiveness. Both adaptation (b = 0.159, p = .042) and innovation (b = 0.287, p = .004) emerged as significant positive predictors. These findings provide direct empirical support for H7 and H8, respectively.
Path estimates for the IDCM model predicting entrepreneurial competitiveness (PROCESS Model 6, N = 124)
	Path
	b
	SE
	t
	p
	95% CI

	IKS → ADAPT
	0.168
	0.033
	5.14
	< .001
	[0.103, 0.232]

	IKS → INNOV
	0.138
	0.026
	5.25
	< .001
	[0.086, 0.190]

	ADAPT → INNOV
	0.320
	0.067
	4.76
	< .001
	[0.187, 0.453]

	ADAPT → COMP
	0.159
	0.077
	2.06
	.042
	[0.006, 0.311]

	INNOV → COMP
	0.287
	0.097
	2.95
	.004
	[0.094, 0.480]

	IKS → COMP (direct)
	0.048
	0.031
	1.56
	.121
	[−0.013, 0.109]


Table 5: Path estimates for the IDCM model predicting entrepreneurial competitiveness
Source: SPSS 27
Hypothesis 9 proposed that the effect of Indigenous Knowledge Systems on competitiveness is mediated through these capabilities. Table 6 below shows that the total effect of Indigenous Knowledge Systems on competitiveness was significant (b = 0.129, p < .001). However, when adaptation and innovation were accounted for, the direct effect dropped to nonsignificance (b = 0.048, p = .121), pointing to full mediation and strongly supporting H9.

Total, direct, and indirect effects of IKS on entrepreneurial competitiveness (PROCESS Model 6, 5,000 bootstrap samples, N = 124)
	Effect
	b
	SE
	t
	p
	95% CI

	Total effect (c)
	0.129
	0.027
	4.82
	< .001
	[0.076, 0.183]

	Direct effect (c′)
	0.048
	0.031
	1.56
	.121
	[−0.013, 0.109]


Table 6: Total, direct, and indirect effects of IKS on entrepreneurial competitiveness
Source: SPSS 27
Hypothesis 10 explicitly tested the serial mediation logic. This sequence examines whether indigenous knowledge first enhances operational adaptation, which subsequently fosters creative innovation, ultimately driving market competitiveness. As detailed in Table 7 below, the total indirect effect was significant (b = 0.082, 95% CI [0.045, 0.122]). Examination of individual paths revealed that the effect operated primarily via innovation alone (b = 0.040, 95% CI [0.008, 0.079]) and through the specified serial pathway from adaptation to innovation (b = 0.015, 95% CI [0.003, 0.032]). Because this sequential mechanism proved statistically significant, H10 is fully supported.
Bootstrapped indirect effects of IKS → Competitiveness
	Path
	Indirect b
	Boot SE
	Boot LLCI
	Boot ULCI

	Total indirect
	0.082
	0.019
	0.045
	0.122

	IKS → ADAPT → COMP
	0.027
	0.018
	−0.006
	0.065

	IKS → INNOV → COMP
	0.040
	0.018
	0.008
	0.079

	IKS → ADAPT → INNOV → COMP
	0.015
	0.008
	0.003
	0.032


Table 7: Bootstrapped indirect effects of IKS → Competitiveness
Source: SPSS 27
Visual Synthesis of Key Findings
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Figure 2: Indirect Effects of IKS on Growth and Competitiveness via Adaptation and Innovation. Source: SPSS 27
Comparing the indirect effects of IKS as shown in figure 2 above provides a clear visualisation of the mediating roles of adaptation and innovation. Synthesizing these findings reveals a distinct bifurcation in capability impacts. For growth, the only significant indirect pathway was through adaptation, confirming that adaptive capacity is the central mechanism translating Indigenous Knowledge Systems into business expansion. Conversely, the pattern for competitiveness indicates that market advantage is driven less by adaptation in isolation and more by innovation, either directly or as the outcome of sequential adaptive processes.
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Figure 3: Path coefficients for the Indigenous Dynamic Capabilities Mediation (IDCM) model predicting entrepreneurial growth and competitiveness. 
Source: SPSS 27
Figure 3 above illustrates the unstandardised coefficients for each path in the model. This visualisation structurally reinforces the synthesized results: adaptation serves as the dominant engine for growth, while innovation and the sequential adaptation to innovation chain act as the decisive drivers for competitiveness.

Discussion
The analysis provides new insights into how Indigenous Knowledge Systems contribute to entrepreneurial outcomes through the mediating functions of adaptation and innovation. While previous scholarship has emphasised the cultural and ecological significance of indigenous knowledge in shaping entrepreneurial practice (Chaudhari, 2024; Mugambiwa, 2021), this study demonstrates that the benefits of Indigenous Knowledge Systems are not direct. Instead, they operate through dynamic capabilities that determine whether knowledge is converted into stability or competitive advantage. The Indigenous Dynamic Capabilities Mediation model therefore clarifies the sequential pathways through which cultural resources are mobilised, adding precision to debates that often treat indigenous knowledge as a static input.
A critical theoretical contribution of this study is the identified bifurcation in how dynamic capabilities function. Growth is explained primarily through adaptation, as entrepreneurs who embed indigenous knowledge into their routines show greater capacity to reconfigure operations, sustain resource use, and respond to volatility. These results resonate with resilience studies that view adaptation as a frontline capability enabling survival and continuity in turbulent contexts (Correia et al., 2021). However, addressing the nonsignificant finding regarding innovation and growth (Hypothesis 5) requires a deeper theoretical interpretation. The absence of a strong direct role for innovation in predicting growth challenges mainstream perspectives, which often privilege innovation as the universal driver of expansion (Hernandez Linares et al., 2023). In the context of indigenous entrepreneurship, which often operates under resource constraints, this nonsignificant finding suggests that stability and operational efficiency must precede scale. For these ventures, the path to growth is strictly incremental. Pursuing novelty without first establishing an adaptive, resilient foundation does not yield physical expansion.
Competitiveness follows a fundamentally different trajectory. Here, innovation is the decisive mediator, with both the direct pathway from indigenous knowledge to competitiveness via innovation and the sequential pathway through adaptation and innovation reaching significance. These results confirm the view that competitiveness depends not only on resilience but also on the capacity to differentiate through new products, services, or processes (Kim & Ahn, 2017). Adaptation alone had only a modest effect on competitiveness. This highlights a crucial theoretical nuance: while adaptive capacity sustains continuity, it must be actively transformed into innovation to create unique market advantages. This distinction significantly sharpens Dynamic Capabilities Theory. Mainstream applications of the theory typically assume that adaptation and innovation work in tandem simultaneously. The empirical evidence here proves that their relative importance and temporal sequencing vary strictly depending on the specific entrepreneurial outcome sought.
These findings extend Human Capital Theory as well. Demographic variables such as education and experience were included as covariates and did not emerge as strong predictors of outcomes once indigenous knowledge and dynamic capabilities were accounted for. This indicates that while human capital provides the foundation for accessing and applying cultural resources, its influence is mediated through knowledge and capability development. Rather than acting as direct levers of performance, demographic factors appear to shape absorptive capacity, consistent with prior claims that education and experience condition the ability of an entrepreneur to utilise tacit and local knowledge (Onwuegbuzie, 2009). The Indigenous Dynamic Capabilities Mediation model therefore integrates human capital into a broader explanatory chain, positioning it strictly as an enabler rather than a determinant of entrepreneurial outcomes.
The results also refine Indigenous Knowledge Theory. The full mediation of the direct paths from indigenous knowledge to both growth and competitiveness proves that cultural heritage is not automatically economically viable. This challenges stereotypes of indigenous knowledge as mere static tradition and instead highlights its role in producing dynamic, market relevant capabilities when intentionally mobilised. The study provides robust empirical grounding for claims that indigenous knowledge should be understood as a highly strategic form of contextual intellectual capital (Agrawal, 1995; Dell et al., 2024).
Practical implications emerge from these theoretical insights. For indigenous entrepreneurs, the findings highlight the absolute necessity to deliberately cultivate adaptation before pursuing innovation. Adaptive strategies grounded in indigenous practices (such as community cooperation, ecological stewardship, and oral knowledge transmission) create the resilience necessary for sustainable growth. Once stability is secured, innovation becomes the pathway to competitiveness, allowing entrepreneurs to convert resilience into differentiation. Support programs for indigenous entrepreneurship should therefore be sequenced carefully. Early stage interventions must emphasize adaptive skills, while later stage support should focus strictly on innovation capacity and market positioning. Policy makers and development agencies must also recognise that innovation grounded in indigenous culture offers unique forms of competitiveness that cannot be replicated using generic Western business models, making cultural knowledge a distinctive asset in global markets.
Conclusion and Limitations
This study set out to clarify how Indigenous Knowledge Systems influence entrepreneurial outcomes developing and testing the Indigenous Dynamic Capabilities Mediation model. Moving beyond descriptive accounts of cultural entrepreneurship, this research synthesizes a novel theoretical framework proving that cultural heritage only generates economic value when transformed into active operational capabilities. The core insight added to existing knowledge is the sequential and bifurcated nature of dynamic capabilities in these contexts. Specifically, the study establishes that adaptation is the indispensable engine for scaling operations and achieving growth, whereas innovation acts as the subsequent catalyst required to sustain market competitiveness. Integrating Human Capital Theory, Indigenous Knowledge Theory, and Dynamic Capabilities Theory, the study provides a cohesive explanation for how demographic enablers, cultural resources, and strategic actions interact. The findings provide a clear roadmap for policy and practice, advising that entrepreneurial support systems must stop treating growth and competitiveness as identical goals. Instead, interventions must be temporally staged, fortifying adaptive resilience first before funding innovative differentiation.
Despite these contributions, the study presents specific limitations that strictly inform future research directions. First, the cross-sectional design limits absolute causal claims, particularly concerning the temporal sequencing of adaptation and innovation. Although the statistical serial mediation supports a model where innovation builds upon adaptation, longitudinal research is urgently needed to track the exact time lag required for adaptive practices to mature into innovative outputs. Second, while the purposive sample successfully captured a diverse global snapshot of indigenous entrepreneurs, it restricts broader generalisability. Future research must conduct comparative studies across specific sectors (for example, comparing agricultural ventures with digital indigenous enterprises) to see if the adaptation to growth pathway remains uniform. Finally, because this study focused on internal firm capabilities, future investigations should incorporate external institutional variables to explore how regional policies either accelerate or hinder the transformation of indigenous knowledge into competitive innovation.
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