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CrossMark

The present study aimed to examine the impact of digital transformation on digital service
quality, customer experience, customer satisfaction, and customer loyalty in Iraqgi banks and to
develop a model explaining the relationships among these constructs. This applied study
employed a descriptive-survey design. The statistical population consisted of customers of Iraqgi
banks who used digital banking services, from whom 200 respondents were selected through
convenience sampling. Data were collected using a standardized questionnaire based on a five-
point Likert scale measuring digital transformation, digital service quality, customer experience,
customer satisfaction, and customer loyalty. Reliability and validity were confirmed through
Cronbach’s alpha, composite reliability, and average variance extracted indices. Structural
equation modeling (SEM) using SmartPLS software was employed to test the research
hypotheses and evaluate the measurement and structural models. The results indicated that
digital transformation had a positive and significant effect on digital service quality ($=0.401,
t=7.218, p<0.001) and customer experience ($=0.365, t=5.718, p<0.001). Digital transformation
also exerted a direct positive effect on customer satisfaction (f=0.358, t=6.684, p<0.001).
Furthermore, digital service quality (=0.253, t=4.944, p<0.001) and customer experience
(B=0.411, t=8.826, p<0.001) significantly enhanced customer satisfaction. Customer satisfaction
demonstrated the strongest influence on customer loyalty ($=0.547, t=12.535, p<0.001). In
addition, all endogenous constructs showed Q? values above 0.35, indicating strong predictive
relevance of the proposed model. The findings suggest that digital transformation enhances
customer loyalty indirectly through improving digital service quality, customer experience, and
customer satisfaction. Consequently, investments in digital infrastructure, transaction security,
online service development, and user-centered service design can substantially strengthen
customer satisfaction and loyalty while improving the overall competitiveness and performance
of Iraqi banks.

Keywords: Digital Transformation, Digital Service Quality, Customer Experience, Customer
Satisfaction, Customer Loyalty, Digital Banking, Irag.
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Extended Abstract

Introduction

The banking industry has undergone profound transformation over the past two decades due to
rapid advances in information and communication technologies, the emergence of digital financial
services, and changing customer expectations. Traditional banking models, which relied heavily on
physical branches and face-to-face interactions, have gradually been replaced by customer-centered digital
ecosystems that enable continuous, real-time, and personalized service delivery. In this environment,
understanding customer behavior has become one of the most critical strategic priorities for banking
institutions. Customer behavior encompasses a broad range of cognitive, emotional, and behavioral
responses, including technology acceptance, service usage patterns, satisfaction, trust, loyalty, and long-
term engagement with financial institutions. As digital transformation reshapes banking operations,
organizations must identify the factors that influence customer behavior in order to maintain
competitiveness and achieve sustainable growth (Hosseini et al., 2022; Maziriri et al., 2026; Paridari et al.,
2020). Recent studies suggest that customers increasingly prefer digital channels because of their
convenience, accessibility, efficiency, and personalized capabilities. The integration of artificial
intelligence, machine learning, and customer analytics has further enabled banks to understand and predict
customer needs more accurately, thereby enhancing customer experiences and engagement levels
(Ashrafuzzaman et al., 2025; Rana et al., 2024). Research has demonstrated that factors such as perceived
usefulness, ease of use, trust, service quality, social influence, and customer characteristics significantly
affect customers’ attitudes and behavioral intentions toward e-banking services (Cui & Xu, 2022; Liao et
al., 2024). Furthermore, relationship quality, customer trust, social media engagement, and omnichannel
service integration have been identified as important determinants of customer satisfaction and loyalty in
the banking sector (Ebrahimi & Aali, 2020; Hafez, 2021; Mainardes et al., 2020). The growing importance of
business intelligence and behavioral analytics has also encouraged researchers and practitioners to develop
comprehensive models capable of explaining customer behavior in increasingly complex banking
environments (Nazarian-Jashnabadi et al., 2023; Shafiei et al., 2025). Despite the increasing body of literature
on banking customer behavior, there remains a need for integrative models that capture the interconnected
effects of digital transformation, service quality, customer experience, satisfaction, and loyalty. This need
is particularly relevant in developing economies where digital banking adoption continues to accelerate.
Therefore, the present study sought to develop a behavioral model of banking customers in Irag with a
specific emphasis on digital transformation and its influence on customer-related outcomes (Abror et al.,
2023; Hossain et al., 2020; Ja'fari et al., 2024; Karim et al., 2024; Malek Akhlaq et al., 2021; Moslehi & Sheikh,
2020; Nourizadeh et al., 2023; Pambudi et al., 2021; Ziaeipour & Abbasnejad, 2019).

Methods and Materials

This study employed an applied research approach using a quantitative, descriptive-survey design.
The target population consisted of customers of Iraqi banks who actively used digital banking services. A
sample of 200 respondents was selected through convenience sampling. Data were collected using a
standardized questionnaire designed on the basis of the theoretical foundations and previous studies in the
fields of digital banking, customer behavior, service quality, customer satisfaction, and customer loyalty.
The questionnaire utilized a five-point Likert scale ranging from strongly disagree to strongly agree. The
research model included digital transformation as the exogenous construct and digital service quality,
customer experience, customer satisfaction, and customer loyalty as endogenous constructs. Reliability
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and validity assessments were conducted before testing the structural model. Internal consistency
reliability was examined through Cronbach’s alpha and composite reliability coefficients, while
convergent validity was evaluated using average variance extracted (AVE). Discriminant validity was
assessed using the Fornell-Larcker criterion. Data analysis was performed using Structural Equation
Modeling (SEM) through SmartPLS software. The measurement model was first evaluated to ensure
reliability and validity of the constructs, followed by assessment of the structural model to examine the
proposed relationships among variables. Path coefficients, t-statistics, significance levels, and predictive
relevance indices were used to evaluate the research hypotheses and overall model performance.

Findings

The demographic analysis indicated that the respondents represented diverse age and educational
groups, providing an adequate basis for evaluating customer behavior within Iragi banking services.
Reliability assessment demonstrated satisfactory results for all constructs. Cronbach’s alpha coefficients
ranged from 0.84 to 0.93, while composite reliability values exceeded the recommended threshold of 0.70.
Average Variance Extracted values were above 0.50 for all constructs, confirming convergent validity.
The Fornell-Larcker analysis also supported discriminant validity, indicating that each construct was
empirically distinct from the others.

The structural model results revealed that digital transformation had a positive and statistically
significant effect on digital service quality (B = 0.401, t = 7.218, p < 0.001). Digital transformation also
positively influenced customer experience (B = 0.365, t = 5.718, p < 0.001). Furthermore, a significant
direct effect of digital transformation on customer satisfaction was observed (B = 0.358, t = 6.684, p <
0.001). The results also showed that digital service quality positively affected customer satisfaction (p =
0.253, t = 4.944, p < 0.001), while customer experience exerted an even stronger positive influence on
customer satisfaction (B =0.411, t = 8.826, p <0.001). Customer satisfaction demonstrated the strongest
relationship within the model, significantly affecting customer loyalty (f = 0.547, t = 12.535, p <0.001).

The predictive relevance of the model was evaluated using Q? statistics. The obtained values for
digital service quality (0.512), customer experience (0.458), customer satisfaction (0.568), and customer
loyalty (0.588) all exceeded 0.35, indicating strong predictive capability. The overall Q2 value of
approximately 0.532 confirmed that the model possessed substantial predictive power. Collectively, the
findings supported all proposed hypotheses and demonstrated that digital transformation influences
customer loyalty both directly and indirectly through improvements in service quality, customer
experience, and customer satisfaction.

Discussion and Conclusion

The findings of this study demonstrate that digital transformation serves as a fundamental driver
of customer behavior in the banking sector. The significant positive effect of digital transformation on
digital service quality indicates that investments in technological infrastructure, online service delivery,
transaction security, and digital innovation substantially enhance customers’ perceptions of service
excellence. As customers increasingly rely on digital channels to perform banking activities, service
quality becomes strongly dependent on technological capabilities and system performance. The results
suggest that digital transformation enables banks to provide faster, more efficient, and more reliable
services, thereby improving customer evaluations of service quality.
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The positive relationship between digital transformation and customer experience highlights the
importance of customer-centered digital strategies. Modern banking customers seek seamless, convenient,
and personalized interactions across multiple touchpoints. The implementation of digital technologies
allows banks to simplify customer journeys, reduce service complexity, and increase accessibility.
Consequently, customers perceive greater value and convenience when interacting with digitally enabled
banking systems. These findings indicate that digital transformation extends beyond operational efficiency
and contributes significantly to creating positive customer experiences.

The results further reveal that both digital service quality and customer experience play critical
roles in enhancing customer satisfaction. Customers who perceive banking services as secure, reliable,
efficient, and user-friendly are more likely to report higher levels of satisfaction. Similarly, positive
experiences throughout the customer journey strengthen emotional and cognitive evaluations of the bank,
leading to favorable satisfaction outcomes. These findings emphasize that customer satisfaction is shaped
not only by functional service attributes but also by the overall quality of interactions and experiences
provided by the organization.

The strongest relationship identified in the study was the effect of customer satisfaction on
customer loyalty. This finding suggests that satisfied customers are more likely to continue using banking
services, recommend the bank to others, and maintain long-term relationships with the institution.
Customer loyalty emerges as the ultimate outcome of successful digital transformation initiatives that
improve service quality and customer experiences. The results indicate that loyalty is not achieved directly
through technology alone; rather, technology contributes to loyalty by creating superior experiences and
generating customer satisfaction.

Overall, the study concludes that digital transformation represents a strategic mechanism for
strengthening customer relationships in the banking industry. By improving digital service quality and
enhancing customer experiences, banks can significantly increase customer satisfaction and ultimately
foster stronger customer loyalty. The findings highlight the necessity for banking institutions to integrate
technological innovation with customer-centered service strategies. Future competitiveness in the banking
sector will depend not only on technological advancement but also on the ability of banks to translate
digital capabilities into meaningful customer value. Consequently, organizations that successfully align
digital transformation initiatives with customer expectations are likely to achieve higher levels of
satisfaction, loyalty, and long-term organizational performance.
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