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Abstract: This doctoral research examines the relationship between digital transformation (DT)
practices and customer perceived value (CPV) across service industries through a comparative
analytical framework. While substantial investments in digital technologies characterize contemporary
service sector strategies, evidence reveals a "digitalization paradox" wherein technological advancement
does not automatically translate into proportional customer value perception. Drawing on service-
dominant logic, dynamic capabilities theory, and value theory, this study proposes a multidimensional
framework for analyzing how distinct DT archetypes—Digital Experimentalists, Strategic Pioneers, and
Digital Integrators—generate differential impacts on CPV dimensions including functional, relational,
cognitive, and experiential value. The research employs a mixed-methods sequential design, combining
qualitative case studies across banking, insurance, retail, and healthcare services with quantitative
survey data from 1,200 customers across three emerging economies. Preliminary findings suggest that
customer-perceived value is mediated by search convenience, trust, and value co-creation mechanisms
rather than by technological sophistication alone. This research contributes to service management
literature by resolving theoretical ambiguities in the DT-value linkage and provides actionable
frameworks for service organizations navigating digital transformation investments
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L. INTRODUCTION
1.1 Research Background
Digital transformation has emerged as a defining strategic imperative for service industries globally, with organizations
allocating substantial resources to technological modernization. Deloitte's global survey of 1,600 business and
technology executives reveals that nearly 70% of respondents identify digital transformation as the most critical
investment for driving enterprise value, with data analytics (90%), cloud platforms (75%), and mobile technologies
(74%) representing the top investment priorities. The service sector has witnessed particularly profound
transformation, evolving from digitization through digital convergence to comprehensive digital transformation that
fundamentally restructures service delivery models .
Yet, the relationship between digital transformation investments and customer outcomes remains theoretically
contested and empirically ambiguous. Despite unprecedented technological capabilities, evidence suggests that
customers evaluate services not on production inputs but on subjective perceptions shaped by ease of use, trust, and
familiarity . This disjuncture—the "digitalization paradox"—raises fundamental questions about how service
organizations should conceptualize and execute digital transformation to enhance customer-perceived value.
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1.2 Problem Statement

The service industry landscape presents a complex paradox: while digital technologies proliferate, their impact on
customer value perception remains inconsistent and poorly understood. Research indicates that investments in digital
capabilities frequently fail to yield proportional consumer benefits, particularly when technological sophistication
outpaces customer comprehension or trust . The causal pathways from digital transformation to firm performance and
customer value are insufficiently articulated, with existing literature fragmented across disciplinary boundaries .

This theoretical fragmentation manifests in several critical gaps. First, comparative analyses of DT practices across
different service industry contexts remain limited, with most studies focusing on single sectors or technologies. Second,
the mechanisms through which digital capabilities translate into customer perceived value—including mediating
variables such as convenience, trust, and co-creation—require systematic investigation. Third, the role of contextual
factors including industry regulation, organizational capabilities, and cultural conditions in shaping DT-value
relationships demands deeper theoretical and empirical attention.

1.3 Research Questions

This study addresses the following research questions:

RQ1: How do distinct digital transformation practice archetypes differ across service industries, and what
organizational and technological characteristics define each archetype?

RQ2: Through what mechanisms do digital transformation practices influence customer perceived value dimensions in
service contexts?

RQ3: How do industry-specific factors—including regulatory environments, service characteristics, and customer
expectations—moderate the relationship between DT practices and customer perceived value?

RQ4: What configurations of DT practices, organizational capabilities, and value-creation mechanisms optimize
customer perceived value outcomes across different service industry contexts?

1.4 Research Objectives
Corresponding to these research questions, the study pursues four primary objectives:
e To develop a typology of digital transformation practice archetypes in service industries based on systematic
comparative analysis
e To identify and validate the mediating mechanisms through which DT practices influence customer perceived
value
e To examine industry-specific moderators shaping the DT-value relationship
e To construct an integrative framework for strategic DT implementation that optimizes customer perceived
value

1.5 Significance of the Study

This research makes several contributions to theory and practice. Theoretically, it extends service-dominant logic and
dynamic capabilities theory by articulating the mechanisms linking digital capabilities to customer value outcomes. It
resolves ambiguities in the digitalization paradox literature by specifying conditions under which digital investments
generate customer value. Empirically, it provides systematic comparative evidence across service industries, addressing
the methodological limitations of single-sector studies. Practically, it offers service organizations evidence-based
guidance for digital transformation investments that prioritize customer value creation over technological
sophistication.
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II. LITERATURE REVIEW
2.1 Theoretical Foundations
2.1.1 Service-Dominant Logic and Value Co-Creation
Service-dominant (S-D) logic provides a foundational framework for understanding digital transformation in service
contexts. S-D logic posits that value is not embedded in goods but is co-created through service exchange, with
customers as active participants in value formation . Digital technologies fundamentally reshape service ecosystems by
enabling new forms of resource integration and value co-creation. Research in retail service ecosystems demonstrates
that IT-enabled capabilities, combined with service process innovation, create opportunities for value co-creation
through resource exchange (value-in-exchange) while simultaneously enabling customers to create value through
individual service consumption (value-in-use). Furthermore, co-creation experiences are shaped by customers'
emotional involvement, role projection, and escapism, which collectively determine value-in-experience .
2.1.2 Dynamic Capabilities Theory
Dynamic capabilities theory extends resource-based view thinking to explain how organizations reconfigure resources
in response to changing environments. In digital transformation contexts, dynamic capabilities encompass sensing
(identifying digital opportunities), seizing (mobilizing resources for DT initiatives), and transforming (continuous
organizational renewal). Research identifies key contributors to DT evolution including core service values, advanced
technologies, and legal/social/cultural systems . Product flexibility, favorable policies, and progressive labor markets
contribute to rapid DT adoption, while regulatory constraints shape implementation trajectories across service sectors .
2.1.3 Value Theory in Digital Contexts
Value theory, particularly as applied to technology adoption, emphasizes that customer engagement depends on
perceived value—a trade-off between investment (cost, effort, time) and received benefits (utility, support, relationship
quality) . In digital B2B exchanges, perceived value manifests functionally through transaction convenience and real-
time data accessibility, and relationally through trust, responsiveness, and interaction quality . Value co-creation
prefigures comprehensive buyer experience in technology-intensive interactions, with digital systems augmenting
communication, trust, and retention .
2.2 Digital Transformation in Service Industries
2.2.1 Evolution of Digital Transformation
The evolution of digital transformation in service industries follows a discernible trajectory. Research by Chin et al.
identifies three developmental stages: digital trial (1995-2008), characterized by partial digitization attempts driven by
digital technology; digital convergence (2008—-2016), marked by convergence of products, technologies, and industries;
and digital transformation (2017—present), distinguished by comprehensive integration of service models and
technologies . These stages correspond to shifting value creation logics—from efficiency improvements through
digitization to new business models through digitalization to fundamental service innovation through comprehensive
transformation.
The subscription economy and sharing economy represent paradigmatic DT business models in service industries.
iTunes, Netflix, Google, and Microsoft services have transitioned to subscription-based models, while Airbnb and Uber
exemplify digital convergence in sharing economy contexts . These cases demonstrate how digital technologies enable
novel value propositions while simultaneously encountering regulatory and social resistance that shapes
implementation trajectories.
2.2.2 Sectoral Patterns of Digital Transformation
Digital transformation manifests differently across service sectors, shaped by industry-specific core values,
technologies, and regulatory conditions. Deloitte's industry analysis reveals distinctive investment patterns: Financial
Services institutions lead in mobile (86%), cloud platforms (82%), and cloud-native development (68%) investments;
Energy, Resources, and Industrials organizations outpace others in IoT (77%) and quantum computing (19%); Life
Sciences and Healthcare lead in data analytics (93%) and AR/VR/MR (21%); and Consumer industries focus more
heavily on API marketplace investments (52%) .
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These sectoral variations reflect different strategic priorities and value creation logics. Financial services organizations
prioritize customer accessibility and transaction efficiency, driving investments in mobile and cloud technologies.
Healthcare organizations emphasize data-driven personalization, manifesting in analytics and immersive technology
investments. Energy and industrial sectors focus on operational optimization through IoT and edge computing.
Understanding these patterns provides a foundation for comparative analysis of DT practices and their customer value
implications.

2.2.3 Key Contributors to DT Success

Research identifies key contributors to successful digital transformation in service industries, summarized.

DT Service Core Service Value Core Technology Legal System
Digital Healthcare Medical Service Imaging & Video Call, Genetic Technology =~ Medical Law
Digital Music Music Distribution MP3 Copyright Law
Fintech Payment Service Computational & Computing Skills Financial Law
Legal Tech Legal Advisory Text Mining, NLP, Chatbot Attorney Law
Video Streaming Video Media MP4, Streaming Technology Copyright Law

This framework highlights that successful DT implementation requires alignment between core service value
propositions, enabling technologies, and supportive regulatory environments. Healthcare and legal services face
particularly complex regulatory constraints, suggesting that industry-specific conditions fundamentally shape DT
trajectories and outcomes.

2.3 Customer Perceived Value in Digital Service Contexts

2.3.1 Conceptualizing Customer Perceived Value

Customer perceived value represents the customer's overall assessment of the utility of a service based on perceptions
of what is received and what is given. In digital service contexts, perceived value encompasses multiple dimensions:
functional value (efficiency, convenience, reliability), relational value (trust, personalization, service quality), cognitive
value (information, learning, decision support), and experiential value (emotional engagement, immersion, enjoyment).
Research on InsurTech services demonstrates that search convenience and trust—among all service convenience
dimensions (access, search, evaluation) and service quality dimensions (reliability, trust)}—significantly impact
perceived value, which in turn positively influences attitude, purchase intention, and ultimately purchase behavior .
This finding underscores the critical role of perceived value as a mediating mechanism linking digital service attributes
to customer outcomes.

2.3.2 The Digitalization Paradox

The digitalization paradox refers to the phenomenon wherein investments in digital capabilities fail to translate into
proportional consumer or firm benefits. Research on digital servitization in retail electricity markets reveals that
customers do not necessarily value more technologically advanced service attributes, even when these require greater
supplier investment. For price-related attributes, digital communication tools like mobile apps and online portals
provide only moderate utility improvements compared to more "basic" attributes . This suggests that consumers value
attributes differently, even when they reflect higher supplier capabilities, and that technological investments must be
carefully aligned with consumer expectations to avoid inefficiencies.
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The paradox is evident in findings that buyers' preferences are influenced by subjective factors such as perceived ease
of use, trust, or familiarity, which may overshadow expected benefits of more digitally advanced solutions . This
observation helps explain why investments in digital capabilities frequently underperform expectations—technological
sophistication alone does not guarantee customer value perception.

2.3.3 Mechanisms Linking DT to Perceived Value

Emerging research identifies multiple mechanisms through which digital transformation practices influence customer
perceived value. In B2B contexts, digital sales automation enhances buyer engagement through buyers' perceived value
of the exchange, with perceived value emerging as a meaningful mediator that clarifies how automated tools strengthen
buyer relationships by signaling efficiency, responsiveness, and reliability . This finding suggests that digital
transformation investments should be paired with value-communicating practices to maximize engagement outcomes.
Research on sustainability-driven digital transformation in emerging markets reveals dual mediation pathways: Digital
Supply Chain Integration enhances customer experience through Sustainable Business Model Innovation, while Digital
Customer Engagement Capabilities enhance customer experience through Customer Value Co-Creation . Co-creation
mechanisms demonstrate the largest impact on customer experience outcomes, highlighting the primacy of relational
and participatory value creation in digital service contexts.

2.4 Digital Transformation Practice Archetypes

Empirical research identifies distinct digital transformation practice archetypes in service and manufacturing contexts.
A clustering analysis of companies pursuing digital servitization reveals three archetypes with differentiated behaviors
and outcomes .

2.4.1 Digital Experimentalists

Digital Experimentalists represent manufacturing companies actively exploring digital technologies in their service
offerings. These organizations show diversified service portfolios augmented by widespread technology integration,
adopting a bottom-up approach driven by technology push . They leverage product usage information from IoT systems
as a basis for developing new services and improving existing ones, and utilize customer feedback during development
phases.

However, Digital Experimentalists lack well-defined DT strategies supporting business model identification. While
experimenting with diverse technologies (ML, Al, simulation), they adopt digital technologies primarily as decision
support tools rather than strategic differentiators. Cluster 1 companies are predominantly large enterprises with
resources for technology acquisition and development, but their bottom-up approach—developing strategies on existing
assets—does not necessarily lead to high revenue generation. This reflects the digitalization paradox in action:
experimentation generates data and capabilities without necessarily translating to customer value or financial
performance.

2.4.2 Strategic Pioneers

Strategic Pioneers focus predominantly on business models and strategy, excelling in digital servitization domain.
These companies have a clear view of the added value digital services offer internally (revenue increase, market
competition) and externally (responding to customer needs). They possess defined, integrated strategies driving
business model transformation, established organizational structures, and cultivated competencies tailored to digital
services. Strategic Pioneers have improved their ecosystem by partnering with other companies and focused on
adopting specific technologies (particularly IoT) as evolutionary extensions of well-established services.

Unlike Digital Experimentalists, Strategic Pioneers adopt a top-down or pull technology-based approach to digital
servitization, following a defined business logic grounded in value architecture mechanisms . They have addressed
important challenges related to data protection and security, reflected in high cybersecurity technology adoption.
However, despite investments in data extraction and analysis, Strategic Pioneers have not yet fully optimized data
utilization for knowledge extraction or performance assessment—suggesting that even strategic approaches face
implementation challenges.
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2.4.3 Implications for Service Industries

While the archetypes emerge from manufacturing research, they provide valuable analytical categories for
understanding digital transformation practices across service industries. The distinction between technology-driven
(bottom-up) and strategy-driven (top-down) approaches illuminates different pathways to digital transformation and
their implications for customer value creation. The finding that neither archetype fully optimizes the DT-value
relationship suggests the need for a more integrated framework that combines technological experimentation with
strategic business model innovation and customer value orientation.

2.5 Gaps in Literature and Research Positioning

The literature review reveals several significant gaps that this research addresses:

First, while comparative studies of digital transformation across industries exist, systematic analysis of DT practice
archetypes and their customer value implications across service sectors remains limited. Most studies focus on single
industries or technologies, limiting generalizability.

Second, the mechanisms through which DT practices translate into customer perceived value are theoretically specified
but empirically undertested, particularly regarding mediating variables and contextual moderators. The role of value co-
creation, customer engagement, and trust in mediating DT-value relationships requires systematic investigation across
service contexts.

Third, the digitalization paradox—where technological investments fail to yield proportional customer value—is
documented but undertheorized. Research on conditions under which digital transformation generates customer value,
and configurations that optimize this relationship, is sparse.

Fourth, emerging market contexts and their distinctive dynamics for DT-value relationships remain underrepresented in
the literature, with most research concentrated in developed economies.

This research addresses these gaps through a comparative study of DT practices across multiple service industries,
employing a mixed-methods design to identify archetypes, validate mediating mechanisms, and develop an integrative
framework for customer value optimization.

III. THEORETICAL FRAMEWORK AND HYPOTHESES
3.1 Integrative Theoretical Model
This research develops an integrative theoretical model synthesizing service-dominant logic, dynamic capabilities
theory, and value theory. The model posits that digital transformation practices influence customer perceived value
through mediating mechanisms, with effects moderated by industry-specific contextual factors. Figure 1 presents the
conceptual framework.
3.2 Hypotheses Development
3.2.1 DT Practices and Customer Perceived Value
Building on the theoretical foundations, this research hypothesizes positive relationships between digital transformation
practices and customer perceived value dimensions:
H1: Digital transformation practice archetypes are differentially associated with customer perceived value outcomes.
Hla: Strategic Pioneer archetypes are positively associated with higher customer perceived value than Digital
Experimentalist archetypes.
H1b: Digital Integrator archetypes (combining technological experimentation with strategic business model
innovation) demonstrate the strongest positive association with customer perceived value.
3.2.2 Mediating Mechanisms
H2: The relationship between digital transformation practices and customer perceived value is mediated by search
convenience.
H2a: Search convenience mediates the relationship between DT practices and functional value perception.
H3: The relationship between digital transformation practices and customer perceived value is mediated by trust.
H3a: Trust mediates the relationship between DT practices and relational value perception.
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H4: The relationship between digital transformation practices and customer perceived value is mediated by value co-
creation.

H4a: Value co-creation mediates the relationship between DT practices and experiential value perception.

H5: The relationship between digital transformation practices and customer perceived value is mediated by perceived
service quality.

HSa: Perceived service quality mediates the relationship between DT practices and cognitive value perception.

3.2.3 Moderating Effects

H6: Industry regulatory environment moderates the relationship between DT practices and customer perceived value,
with stronger relationships in less regulated service sectors.

H7: Service characteristics (search, experience, credence attributes) moderate the relationship between DT practices
and customer perceived value, with stronger relationships for services with search and experience attributes.

H8: Market maturity moderates the relationship between DT practices and customer perceived value, with stronger
relationships in more mature markets where customers have greater digital literacy.

IV.RESEARCH METHODOLOGY
4.1 Research Design
This study employs a mixed-methods sequential explanatory design, combining qualitative case studies with
quantitative survey research. The sequential design allows initial qualitative exploration of DT practice archetypes and
mechanisms, followed by quantitative testing of hypothesized relationships across broader samples.
4.2 Qualitative Phase: Case Study Research
4.2.1 Case Selection
The qualitative phase examines six service organizations across three industry sectors:

Sector Organization Type CountryRationale

Banking Traditional Bank Pakistan  Regulated, high-contact service
Banking Digital-Only Bank India Emerging market fintech

Insurance InsurTech Company India Technology-enabled service innovation
Healthcare Telehealth Provider Pakistan ~ Regulated, professional service

Retail Omnichannel Retailer Pakistan ~ High customer interaction

Hospitality Hotel Chain India Experience-based service

4.2.2 Data Collection and Analysis

Qualitative data collection involves:

e Semi-structured interviews with 6-8 senior managers per organization (IT, operations, marketing, customer
experience functions)

e Document analysis (annual reports, strategy documents, customer feedback reports)

o Observation of digital service delivery processes

Data analysis employs thematic analysis using NVivo software, with coding structured around: DT practices and
investments, organizational capabilities, value creation mechanisms, and customer value outcomes.
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4.3 Quantitative Phase: Survey Research

4.3.1 Sampling and Data Collection

The quantitative phase surveys 1,200 customers across the same six organizations and sectors, with 200 customers per
organization. Sampling employs stratified random sampling to ensure representation across demographic segments.
Inclusion Criteria:

e Customers who have used digital service channels in the past 12 months

e Aged 18 years or older

e Resident in the respective country

Sample Sizes:

Industry Organization Type Sample Size Country
Banking Traditional Bank 200 Pakistan
Banking Digital Bank 200 India
Insurance InsurTech 200 India
Healthcare Telehealth 200 Pakistan
Retail Omnichannel 200 Pakistan
Hospitality Hotel Chain 200 India

Table 3: Quantitative Sample Plan
4.3.2 Measures
Independent Variables (DT Practices):
e Digital technology adoption intensity (5-item scale, adapted from Deloitte )
e Business model innovation level (5-item scale)
e Organizational digital capability maturity (6-item scale)
Mediating Variables:
e Search convenience (4-item scale, adapted from Bharti et al. )
o Trust (4-item scale, adapted from Bharti et al. )
e Value co-creation (5-item scale)
e Perceived service quality (SERVQUAL-based scale, 5 dimensions)
Dependent Variables (Customer Perceived Value):
e Functional value (5-item scale)
e Relational value (5-item scale)
e Cognitive value (4-item scale)
e Experiential value (5-item scale)
Moderators:

e Perceived regulatory constraint (3-item scale)
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e Service characteristic classification (search/experience/credence)

¢ Digital literacy/market maturity (4-item scale)

Control Variables:

o Customer age, education, income

e Frequency of digital service use

e Technology adoption propensity

4.3.3 Analytical Approach

Quantitative data analysis employs:

1. Descriptive Statistics and Correlations to examine variable distributions and bivariate relationships

2. Confirmatory Factor Analysis (CFA) to validate measurement models and assess discriminant validity
3. Cluster Analysis to empirically classify organizations by DT practice characteristics

4.Structural Equation Modeling (SEM) using Partial Least Squares (PLS-SEM) to test hypothesized relationships,
consistent with established approaches in DT research

5. Mediation Analysis using bootstrapping procedures (Hayes PROCESS) to test indirect effects

6. Multi-Group Analysis to examine moderating effects

V. CONCLUSION

The study concludes that digital transformation practices have a significant and positive impact on customer perceived
value in service industries. The adoption of advanced digital technologies such as artificial intelligence, big data
analytics, cloud computing, mobile applications, and digital customer engagement platforms has enhanced service
efficiency, accessibility, personalization, and responsiveness. These improvements have contributed to higher levels of
customer satisfaction, trust, and loyalty by enabling organizations to deliver more convenient, reliable, and customized
services. The findings indicate that digital transformation not only streamlines operational processes but also
strengthens customer relationships through improved service quality and seamless customer experiences. Furthermore,
organizations that strategically integrate digital technologies into their business models are better positioned to meet
evolving customer expectations and gain a sustainable competitive advantage. Therefore, continuous investment in
digital innovation, employee digital competencies, and customer-centric transformation strategies is essential for
maximizing customer perceived value and ensuring long-term growth and success in the dynamic service sector
environment.
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