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ABSTRACT

Digital transformation is a socioeconomic change across organizations, individuals, societies, and 
ecosystems formed by the utilization and adoption of digital technologies. This study modeled the 
factors that drive the degree of digital transformation in the financial services sector in South Africa. 
Data from 350 participants was modeled in terms of seven factors: organizational IT application 
portfolios; organizational culture; organizational structure; organizational dynamic capabilities; 
leadership; employee roles and skills; and ethics. The analysis showed that organizational culture 
predicted 81.7% of the digital transformation.
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INTRoDUCTIoN

Digital transformation is a tool for changing business cultures, processes, and organizational viewpoints 
to satisfy changing market requirements that digital technologies affect (Nasiri et al., 2020). It is also the 
adoption of digital technologies and the substitution of nondigital processes with digital ones, leading 
to changes in the organization and the advent of new business models (Radziwon et al., 2021; Verhoef 
et al., 2021) or the amendment of existing ones (Dabrowska et al., 2019). According to Dabrowska 
et al. (2022), digital transformation is a socioeconomic change across organizations, individuals, 
societies, and ecosystems formed by the use and adoption of digital technologies. Digital technologies 
surpass organizational boundaries (Nakarni & Prugl, 2020) because they outline organizational value 
propositions and business models and can infer new organizational identities (Wessel et al., 2020).

Digital transformation is regarded as a holistic notion that includes technologies, organizational 
changes, and strategic changes (Matt et al., 2015). It can be seen as a process undergone by an 
organization to revamp its outdated approach while embracing new ways of working and thinking by 
using social, digital, mobile, and new technologies (Terrar, 2015). The financial sector is going through 
intense transformation, and digital technologies are used for payments, insurance, lending and wealth 
management while this process has been exacerbated by the COVID-19 pandemic (Feyen, et al., 2021).
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The digital transformation of financial service systems has been accelerated by the financial 
technology (FinTech) organizations because of the disruptive innovations by these new market 
entrants that oppose the position of the mainstream financial institutions (Breibach et al., 2020). 
Mandela (2018) also holds the view that the emergence of FinTech companies has further disrupted 
and challenged traditional banks, resulting in a competitive and intensified digital transformation. 
The retail banks have been at the vanguard of this technological revolution distinguished by rapid 
implementation of digital innovation services and innovative breakthroughs altering conventional 
banking practice (Krasonikolakis & Tsarbopoulos, 2020).

The South African banking sector has pursued and embedded digital mechanisms such as digital 
wallets, blockchain, cryptocurrency, online banking, and mobile banking (Jenkin and Naude, 2018). 
Louw and Nieuwenhuzen (2020) point out that the traditional South African banks have commenced 
implementing digitization across their business models and services by presenting Internet banking 
services to their customers as well as access to their websites. Digitization is acclaimed as a strategic 
focus area for the sector, and it is one of BankSETA’s five strategic priorities (BankSETA, 2018).

The main problem in the financial sector is that not many traditional financial service providers have 
implemented comprehensive digitization (Groberg et al., 2016; Kelchevskaya & Shirinkina, 2019; Niemand 
et al., 2020). Consequently, they often offer an incomplete range of services and are thus faced with both 
operational and strategic barriers within the digital transformation process (Diener & Spacek, 2021). A 
report developed by Capgemini research institute (Capgemini, 2022), revealed that many financial services 
organizations are lagging in digital transformation compared with other industry sectors.

Financial services institutions are lagging their digital capabilities owing to a shortage of skills, 
leadership, and collective vision required to shape the digital future. There is a gap in the literature 
on this issue because no research on modeling digital transformation within the financial sector 
has been carried out. For this reason, this paper contributes to the issue of digital financial sector 
transformation and identifies the factors (variables) that enhance digital transformation within the 
financial sector from the South African perspective. In line with this research objective, this study 
identifies the factors contributing to digital transformation within the financial sector leading to the 
development of a model using a methodological approach based on surveys conducted using financial 
sector managers and employees and exploration of multiple best-practice approaches. Moreover, the 
research in this study focused on answering this question: How can we conceptualize a model for the 
digital transformation within the South African sector?

In this paper we review the literature, as well as the conceptual framework; present the research 
methodology; examine analytical results; and discuss the conclusions, limitations, and future work of the study.

LITeRATURe ReVIeW

Phases of Digital Transformation—Digitization, 
Digitalization, and Digital Transformation
Mikalef and Parmiggiani (2022) argue that the notions of digitization, digitalization, and digital 
transformation have different meanings and that they require a radical approach. They describe digitization 
as a process of moving from analog to digital, whereas digitalization is defined as “the way in which 
many domains of social life are restructured around digital communication and media infrastructures” 
(Brennen & Kreiss, 2016, p.1). Additionally, digital transformation is defined as “a process that aims to 
improve an entity by triggering significant changes to its properties through combinations of information, 
computing, communication, and connectivity technologies” (Vial, 2019, p 9.).

Digitization is the “encoding of analog information into a digital format (i.e., into zeros and ones) 
such that computers can store, process, and transmit such information” (Loebbecke & Picot, 2015, 
p.150 ; Dougherty & Dume, 2012, p.1468). Moreover, Verhoef et al. (2019, p 889.) defines digitization 
as “describing the action to convert analog information into digital information”; that is, digitization 
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does not change value creation activities but only digitizes internal and external documentation. Also, 
Kusters (2022) defines digitization as information conversion from analogue to digital. According 
to O’Leary (2022, p.2), digitization “is the process of changing from analog to digital form and it is 
often concerned with capturing information for a digital process.”

Digitalization is about how IT or digital technologies can be used to change existing business 
processes (Li et al., 2016). Organizations use digital technologies to improve existing business 
processes and/or by generating additional customer value through improving user experiences 
(Pagani & Pardo, 2017). Digitalization refers “both to a transformation from ‘analog’ to digital (e.g., 
a shift from cash to electronic payments) and to the facilitation of new forms of value creation (e.g., 
accessibility, availability, and transparency” (Amit & Zott, 2001, p.493). Digitalization comprises 
process improvements that may enrich customer experiences (Verhoef et al., 2019). Kusters (2022) 
also refers to digitalization as the conversion of processes. Digitalization is defined by O’Leary 
(2022, p.3) as “the use of digital technologies to change a business model and provide new revenue 
and value-producing opportunities, that is a process of moving to a digital business.”

Digital transformation describes a change affecting the whole organization that leads to new 
models and development (Pagani & Pardo, 2017; Kane et al., 2015). Digital transformation brings 
in a new business model by executing a new business logic to build and confine value (Pagano & 
Pardo, 2017; Zott & Amit, 2008). Digital transformation involves the whole organization and its way 
of performing business (Amit & Zott, 2001) and goes beyond digitalization, which is the transforming 
of simple organizational processes (Verhoef et al., 2019). Thus, digital transformation can assist 
organizations to achieve competitive advantage by changing the organization to leverage existing core 
competences or develop new ones (Liu et al., 2011). Digital transformation is a whole organization 
phenomenon that is combined to strategic changes in the business model owing to the implementation 
of digital technologies (Sebastian et al., 2017). Organizations thus look for and implement business 
model innovation in pursuit of digital transformation. Consequently, digital transformation can be 
referred to as the introduction of new business models like product-as-a-service, digital platforms, 
and pure data-driven business models (Verhoef et al., 2019).

According to Kusters (2022), both digitization and digitalization refer to a process where 
organizations use digital technologies to perform efficiently and faster. Digital transformation goes 
a step further because it necessitates the whole organization to change where the implementation 
of digital technologies is just a small element. Corejova and Chinoracky (2021) state that digital 
transformation takes place not only across business but also across industries and society, thus 
contributing to the interconnection between businesses and economies as well as a more globalized 
world economy. Consequently, information is digitized, processes are digitalized, while businesses are 
digitally transformed (Kusters et al., 2022). O’Leary (2022, p.3) describes digital transformation as 
“the process of exploiting digital technologies and supporting capabilities to create a robust new digital 
business model and it would require building new processes or reengineering existing processes.”

DIGITAL TRANSFoRMATIoN

Changing customer demands, the integration of the Internet, blockchain, big data, artificial intelligence 
(AI), and related technologies, along with COVID-19, have created difficulties for business operations 
(AlNuaimi et al., 2022). Market boundaries are distorting, and agent roles continuously change because 
of rapid technological advancements (Verhoef et al., 2021). To attain sustainable competitive advantage 
and survive the disruptive market environment, organizations need to employ digital technologies to 
influence their existing core competencies or develop new ones (Verhoef et al., 2021). In addition, 
leaders need to ensure the development of digital mindsets and agility necessary to address the 
disruptions (Vial, 2019), a combination that establishes a distinctive ecosystem structure to deliver 
specific value propositions necessary (Adner, 2017; Dedehayir et al., 2017).
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Digital transformation is often associated with the terms digitization and digitalization warranting 
a distinction of the three concepts and their relationship. Digitization represents a shift in tasks 
and information from analog into digital format, allowing computers to store, process, or transmit 
information without changing value-creating actions (Verhoef et al., 2021). Digitalization entails 
using digital technologies to change existing business processes (Reis & Melao, 2023). Digitization is 
considered the framework for digitalization (Rachinger et al., 2019) with the main difference showing 
through value creation and improved customer experience (Reis & Melao, 2023; Verhoef et al., 2021).

Digital transformation is considered the step beyond digitalization (Reis & Melao, 2023) 
representing a paradigm shift (Fernandez-Vidal, Perotti, Gonzalez, & Gasco, 2022) because it covers 
a wide range of activities, including the changing of business operations, products, and processes 
(Modiba & Kekwaletswe, 2020). Diener and Spacek (2021) have pointed out that in practice, a 
deeper understanding of the relationship between technological and organizational culture, as well 
as institutional change within certain rules and regulations, is required for digital transformation. 
Moreover, digital transformation is considered sophisticated, uncertain, and unpredictable. The 
approach is summarily innovative and requires the implementation of more than one technology. 
Consequently, for successful digital transformation, the approach is considered ongoing, and contextual 
considerations are required (Modiba, 2020).

oVeRVIeW oF DIGITAL TRANSFoRMATIoN IN THe FINANCIAL SeCToR

Digital transformation covers a wide range of activities, including the changing of business 
operations, products, and processes (Modiba & Kekwaletswe, 2020). Diener and Spacek (2021) have 
pointed out that in practice, a deeper understanding of the relationship between technological and 
organizational culture, as well as institutional change within certain rules and regulations, is required 
for digital transformation. Moreover, digital transformation is considered sophisticated, uncertain, 
and unpredictable. The approach is summarily innovative and requires the implementation of more 
than one technology. Consequently, for successful digital transformation, the approach is considered 
ongoing and contextual considerations are required (Modiba, 2021). Digital transformation improves 
financial inclusion by enabling social benefits that offer more personalized financial products and 
usable digital access channels (Mavlutora et al., 2023).

Financial service providers (FSPs) are pivotal to the country’s economic growth and the financial 
industry is competitive, however, to stay relevant, FSPs need to innovate, digitally change, and 
reconsider their roles in adding to customers’ value (Diener & Spacek, 2021). According to Kolodiziev 
et al. (2021), the use of attractive financial tools and methods, such as banking apps and improved 
digital payment options, is inevitable for FSPs. Recently, the COVID-19 pandemic in 2020, coupled 
with globalization and rapid development in technologies, has accelerated FSPs’ speed in technological 
adoption and making decisions informed by data. With customers forced to digitally interact, the 
shift in behavior has necessitated FSPs’ drive from a one-size-fits-all approach in financial services 
to more personalized experiences to ensure customer retention.

Digital transformation addresses this shift by leveraging information, computing, communication, 
and connectivity technologies with the aim to generate significant changes within an organization 
(Vial, 2019). Digital transformation is an ongoing journey and requires contextual considerations to 
be successful (Modiba, 2021). Digital transformation entails creating new and innovative business 
models and changes and/or improvements to existing business models with the help of digital 
technologies (Ivancic et al., 2020).

The exponential acceptance and growth of the Internet and online technologies over the past few 
decades have resulted in businesses digitizing and formulating new digital business models (Louw 
& Nieuwenhuizen 2019). Through digitalization, business models are becoming more consumer 
centric and open (Jenkin and Naude, 2018). FSPs are no exception, especially with the advent of the 
Fourth Industrial Revolution (4IR).
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FSPs in South Africa include the economic services of credit facility, banking, insurance, 
accounting, consumer lending, securities brokerage, investment funds, corporate management, and 
government-funded enterprises. FSPs have widely adopted technology in financial services provision 
to parallel use of digital financial systems by consumers.

Impact of Digital Transformation on the Financial Sector
Digital transformation is considered a driving factor that offers a solution to the challenges faced by the 
banks with impacts broad and varied in the financial sector, and banks are confronted to change their 
methods and business models to adopt a customer-centric approach to remain competitive (Diener & 
Spacek, 2021). In the digital economy, both innovation and transformation are essential for generating 
value (Modiba & Kekwaletswe, 2020). Therefore, FSPs are constantly requiring overhauls of all 
company functions, including products, processes, and company structure to meet increased customer 
demands. Through technological advances, alternative business models have arisen in varied forms 
such as digital-only banks offering banking services entirely over smartphones or websites, thereby 
disrupting the traditional banking norm (Louw & Nieuwenhuizen, 2020). Digital transformation is 
not optional, but a survival process requirement given the impacts it has in the financial sector.

Digital-only business models satisfy a customer need that is not easily reached by traditional 
platforms, ushering in a fundamental change in the financial services. Digital-only banks are disruptive 
through offering affordable products and services by leveraging outsourcing opportunities to already 
existing systems and frameworks (Kulkarni & Dambe, 2019). Moreover, the convenience and economic 
efficiencies offered by digital-only services resonate positively with consumer intentions of adoption 
and continuance (Lee & Kim, 2020). Pallant et al. (2020) argue that traditional FSPs respond to the 
growth of digital-only FSPs by digitalization, thereby ensuring a perpetual cycle of innovation in 
offline, online, and mobile services. Louw and Nieuwenhuizen, (2020) conclude that web-based 
technologies and smartphone banking technologies endeavors are not only similar but also a priority 
for both digital-only FSPs and traditional FSPs in South Africa.

The impact of digital transformation is equally appreciated in its role toward United Nations 
sustainable development goals. Bican and Brem (2020) point out that to sustainably solve both economic 
and environmental issues in the future, transformation of existing businesses is imperative. The shift 
toward sustainable solutions through digital transformation is apparent by the growth of financial 
technology companies (FinTechs). FinTechs are considered a new concept, shaking up the financial 
sector. They consist of a wide array of businesses offering financial services coupled with innovative 
technology to FSPs (Moro-Visconti et al., 2020). There are several advantages gained from FinTechs, 
including microfinancing and crowdfunding as solutions for sustainable finance (Diener & Spacek, 
2021). In South Africa, the central bank, South African Reserve Bank, has recognized advances made 
in FinTech by establishing a FinTech unit with the goal to “respond to the rapidly changing environment 
with agility, flexibility and speed by assessing how financial services innovation driven by technological 
developments impact on policies and regulations” (South African Reserve Bank, 2020).

THe CoNCePTUAL FRAMeWoRK

The conceptual framework is displayed in Figure 1. The conceptual framework was adapted from 
Tahirkheli and Ajigini (2022). In this paper we used all the independent and dependent variables from the 
adapted conceptual framework because these variables will enhance the understanding of digitalization 
within the financial sector. The independent variables are organizational IT application portfolios, 
organizational culture, organizational structure, organizational dynamic capabilities, leadership, employee 
roles, and skills and ethics. The dependent variable is digital transformation in the financial sector. Based 
on the existing literature, there are preexisting relationships between the independent and dependent 
variables and in which seven hypotheses were postulated (Tahirkheli & Ajigini, 2022).
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Seven hypotheses were postulated from the conceptual framework, and we used them to develop 
the model:

H1: Organizational IT application portfolios positively influence the digital transformation in the 
financial sector.

H2: Organizational culture positively influences the digital transformation in the financial sector.
H3: Organizational structure positively influences the digital transformation in the financial sector.
H4: Organizational dynamic capabilities positively influence the digital transformation in the financial sector.
H5: Leadership positively influences the digital transformation in the financial sector.
H6: Employee roles and skills positively influence the digital transformation in the financial sector.
H7: Ethics positively influences the digital transformation in the financial sector.

ReSeARCH MeTHoDoLoGy

Sample Size and Data Collection
We chose South Africa to perform this study because South Africa is one of the few African 
countries that have embraced digital transformation within the financial sector. A random sampling 
strategy was employed to choose respondents in the chosen financial institutions. Moreover, digital 
transformation of the financial sector is one of the most expeditiously researched topics in many 
academic publications during the last decade (Barro & Laborda, 2022; Natrins et al., 2019). Based 
on this contextual framing of digitalization, we conducted surveys in the financial institutions to 
enhance our understanding of digitalization within the financial sector in South Africa. Moreover, 
South Africa might be seen as a digital laggard compared with its international counterparts, and 
digitalization is still recognized as a strategic focus area for the financial sector (Jenkin & Naude, 
2018). The unit of analysis is the employees of the identified financial institutions in South Africa, 
and this is the population that the research was intended to analyze. We contacted the respondents 
by using gatekeepers in the identified financial institutions. Based on the random strategy used, the 
sample is representative of the population.

We conducted surveys and distributed questionnaires via a web-based platform to test the seven 
hypotheses. We developed a measuring instrument based on a five-point Likert scale (see Appendix 
1). We first piloted the measuring instrument (questionnaire) by using 50 participants to perform item 
analysis and validity testing (Brace, 2013). The questions were on a five-point Likert scale format as 
follows: 1—strongly disagree; 2—disagree; 3—neutral; 4—agree; 5—strongly agree. The questionnaire 

Figure 1 The Conceptual Framework (Source: Adapted from Tahirkheli & Ajigini, 2022).
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consisted of the following variables: organizational IT application portfolios, organizational culture, 
organizational structure, organizational capabilities, leadership, employee roles and skills, ethics, and 
digital transformation. After the pilot test, we modified the questionnaire according to the results of the 
test. At the end of the questionnaire deadline, 350 participants had completed the questionnaire, and 
these responses were captured in an Excel spreadsheet for data analysis.

Data Analysis
Afer compiling the data, we used regression analysis to analyze and present the data. We used SPSS 
25.0 software to perform the data analysis with the Excel data input. First, we performed item analysis 
using the Cronbach alpha to measure the reliability of the constructs. We then carried out composite 
and discriminant validity tests to measure the validity of the constructs. We also conducted factor 
and regression analyses on the constructs.

ReSULTS AND DISCUSSIoN oF FINDINGS

Profile of the Participants
A total of 350 respondents participated in the study. The vast majority (37.1% [N = 130]) were middle 
managers, 30.9% (N = 108) were lower managers, and 32.0% (N = 112) were employees. The mean 
age of the respondents was 35 years (SD = 1.167), and the majority were males (82.6% [N = 289]). 
Most of the respondents were permanently employed (80% [N = 280]), 13.4% (N = 47) were temporary 
employed, and 5.7% (N = 20) were on contract. Most of the respondents (33.4% [N = 117]) have worked 
in their organizations for more than two years, and 12.6% (N = 44) have worked for more than 10 years 
in their organizations. The majority of the respondents (60.0% [N = 210) have adequate experience in 
digital technologies, whereas 40.0% (N = 140) do not have adequate experience in digital technologies.

Validity and Reliability
We performed construct validity and discriminant validity using exploratory factor analysis (EFA) (Wang 
et al., 2010). We used Cronbach alpha (σ) to measure the reliability of the constructs. The details are 
presented in Table 1. The construct with the highest Cronbach alpha (σ = 0.805) is Organizational IT 
application portfolios, whereas Organizational structure with has the lowest Cronbach value (σ = 0.660). 
According to Hair et al. (2010), the lowest acceptable value for Cronbach’s alpha for a construct is 0.60. 
Therefore, because the Cronbach alpha values of all the constructs—organizational IT application portfolios, 
organizational culture, organizational structure, organizational capabilities, leadership, employee roles and 
skills, ethics, and digital transformation—are all above 0.6, they are all reliable and consistent.

To assess the validity and reliability of the constructs, we estimated the average variance extracted 
(AVE), the composite reliability (CR), and the maximum shared variance (MSV) of each construct. 
The results are shown in Table 2. The lowest permissible value of AVE is 0.5 (Fornell & Larker, 
1981). The lowest permissible value of CR is 0.5 (Hair et al., 2011). The value of the MSV should 
be less than its corresponding value of AVE. Therefore, in Table 2, the estimated values of AVE, CR, 
and MSV are within the acceptable range. Thus, the constructs are valid and reliable.

The estimations of the Cronbach alpha (σ), variance inflation factor (VIF), and AV are shown in Table 
3. Multicollinearity defect results when the inner meanings of the constructs become very close to each other. 
Consequently, the VIF of each construct needs to be estimated (James et al., 2017). The maximum acceptable 
value of VIF is 5.000 (Ringle et al., 2015). We tested discriminant validity by computing the AV of each 
construct, which is the square root of AVE of each construct. We then established the discriminant if the 
AV of each construct is more than the correlation coefficient of that construct with other constructs (Gefen 
& Straub, 2005). From Table 3, the values of all the AVs of the constructs in the ninth column are greater 
than the corresponding correlation coefficients shown in off-diagonal places. The values of VIF for all the 
constructs lie between 1.272 and 2.561, thus confirming that the data is free from multicollinearity defects.
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Table 1. Alpha Values

Cronbach Alpha Values of the Constructs

Construct Construct Name Cronbach Alpha (σ)

B Organizational IT 
application portfolios

0.805

C Organizational culture 0.738

D Organizational structure 0.660

E Organizational capabilities 0.673

F Leadership 0.746

G Employee roles and skills 0.758

H Ethics 0.682

I Digital transformation 0.770

Table 2. Estimation of LF, AVE, CR, and MSV

Constructs/ Items AVE CR MSV

Organizational IT application portfolio (B) 0.473 0.782 0.38

Organizational culture (C) 0.377 0.706 0.06

Organizational structure (D) 0.344 0.674 0.22

Organizational dynamic 
capabilities (E)

0.358 0.686 0.21

Leadership (F) 0.256 0.575 0.10

Employee roles and skills (G) 0.244 0.557 0.06

Ethics (H) 0.345 0.677 0.21

Digital transformation (I) 0.365 0.695 0.06

Table 3. Estimation of Cronbach’s Alpha, VIF, and AV (Discriminant validity test)

TransB TransC TransD TransE TransF TransG TransH AV σ VIF

Trans B 0.017 0.688 0.805 1.347

TransC 0.230 0.342 0.614 0.738 2.561

TransD 0.070 0.681 0.383 0.587 0.660 1.272

Trans E -0.019 0.535 0.192 0.476 0.598 0.673 2.037

Trans F 0.00 0.653 0.303 0.505 0.307 0.506 0.746 1.541

TransG 0.480 0.075 0.186 0.109 0.001 0.063 0.493 0.758 1.886

TransH -0.039 0.897 0.255 0.636 0.553 0.616 0.075 0.587 0.682 1.318
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FACToR ANALySIS

We conducted the Kaiser-Meyer-Olkin (KMO) measure of sampling adequacy and Bartlett’s test of 
sphericity to assess the suitability of the respondent data for factor analysis. The KMO value of 0.5 is 
suitable for factor analysis (Hair et al., 1995; Tabachnick & Fidell, 2007). Additionally, the Bartlett’s 
test of sphericity should be significant (p < 0.05) for factor analysis to be suitable (Hair et al., 1995; 
Tabachnick & Fidell, 2007). Table 4 lists the KMO and Bartlett’s test of sphericity values for this 
study. From Table 4, the KMO value is 0.754 (i.e., KMO > 0.50), thus indicating the data suitability 
for factor analysis. Additionally, the Bartlett’s test of sphericity χ2 (55) = 2025.274, ρ < 0.05 [ρ = 
0.000] shows that there are patterned relationships between the items.

MULTIPLe LINeAR ReGReSSIoN

The details of the summary of the regression model are shown in Table 5. The adjusted R square is 0.816. This 
result means that the variables organizational IT application portfolio, organizational culture, organizational 
structure, and leadership collectively predict 81.6% for digital transformation in the financial sector.

The contribution of individual constructs in the regression model is shown in Table 6. The P 
value (or the calculated probability) is the probability of the event occurring by chance if the null 
hypothesis is true (Anaesth, 2016) and have values between 0 and 1. According to Anaesth (2016), if 
the P value < 0.01, then the result is highly significant, and the null hypothesis should be rejected. If 
the P value < 0.01, but P value < 0.05, then the result is significant, and the null hypothesis should be 
rejected. If P value > 0.05, then the result is not significant and null hypothesis should not be rejected.

In Table 6, the variables having their P values less than 0.05 are as follows:

• Organizational IT application portfolio (0.018)
• Organizational culture (0.000)

Table 4 KMO and Bartlett’s Test of Sphericity

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .754

Bartlett’s test of sphericity Approx. Chi-Square 2025.274

df 55

Sig. .000

Table 5 Summary of the Regression Model

  Model R R 
Square

Adjusted 
R Square

  Std. Error 
of the 

Estimate

                 Change Statistics

R Square 
Change

F 
Change

  df1 df2    Sig. F 
Change

1 .905a .820 .816 .12402 .820 222.230 7 342 .000

a. Predictors: (Constant), Organizational IT application portfolio, organizational culture, organizational structure, 
organizational dynamic capabilities, leadership, employee roles and skills, ethics 
b. Dependent variable: digital transformation
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• Organizational structure (0.016)
• Organizational dynamic capabilities (0.009)
• Leadership (0.002)
• Employee roles and skills (0.009)
• Ethics (0.002)

These results indicate that all of the seven variables meaningfully contribute to the prediction 
of digital transformation in the financial sector. From the standardized coefficients of the individual 
constructs, the beta value of organizational culture is 81.7%, which contributes to the highest prediction of 
digital transformation in the financial sector. Thus, the variable with the highest contribution toward the 
prediction of digital transformation is organizational culture. Moreover, the beta values of organizational 
IT portfolio (-0.032) and organizational structure (-0.035) are both negative because for every 1-unit 
increase in the predictor variable, the outcome variable will decrease by the beta coefficient value.

THe ReSULTING MoDeL

Table 7 shows the hypothesis testing outline from the regression model.
OIPP: organizational IT application portfolio; OC: organizational culture; OS: organizational 

structure; ODC: organizational dynamic capabilities; LE: leadership; ERS: employee roles and skills; 
ET: ethics; DT: digital transformation

The resulting model is shown in Figure 2, and it is based on the seven hypotheses (H1, H2, H3, 
H4, H5, H6, and H7).

ReLATeD WoRK

Kitsios et al. (2021) investigated the acceptance rate of digital transformation in the Greek banking 
sector by using data from 161 survey respondents. Their conceptual framework was based on the 
technology acceptance model (TAM), while data analysis was based on multivariate regression 
analysis. They concluded that perceived usefulness has a positive and significant impact on intension 
to use. These researchers also found that perceived ease of use and perceived self-efficacy also all have 

Table 6 Contribution of Individual Constructs in the Regression Model

              Model     Unstandardized 
Coefficients

   Standardized 
Coefficients

t   Sig.

B Std. Error        Beta

1 (Constant) .310 .138 2.258 .025

Organizational IT application 
portfolio

-.032 .013 -.064 -2.385 .018

Organizational culture .827 .037 .817 22.248 .000

Organizational structure -.035 .015 -.063 -2.414 .016

Organizational dynamic capabilities .032 .024 .044 1.345 .009

Leadership .083 .026 .090 3.150 .002

Employee roles and skills .031 .032 .031 .978 .009

Ethics .028 .015 .049 1.876 .002
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positive and significant impacts on intension to use digital transformation. Lastly, they found out that 
perceived intention to use digital transformation has a positive and significant effect on use behavior.

Mikalef and Parmiggiani (2022) developed a conceptual framework for digital transformation by 
using terms such as data availability, organizational structure, culture, employee skills and knowledge, 
top management support, competitor actions, and legal and regulatory conditions as antecedents. Vaska 
et al. (2021) argued that the field of digital transformation is still maturing, with more researchers 
showing growing interest since 2014. There is still a need for research in digital transformation to be 
performed in developing countries and for more collaboration between researchers and practitioners. 
Based on this assertion, this research was conducted in a developing country to stimulate more 
collaboration between researchers and practitioners.

In another dimension, Amudhan et al. (2022) investigated the impact of digital banking services on 
rural customers in India, and they argued in the favor of banks adopting digital transformation to remain 
competitive. Moreover, Cziesla (2014) also investigated how digital technologies shape the landscape 

Table 7 Hypothesis Testing Outline

  Hypothesis 
Symbols

        Hypothesis    Beta(β)    P -Values    Is P < 0.05?       Remarks

      H1 OIPP → DT -.064 .018 Yes Supported

      H2 OC →DT .817 .000 Yes Supported

      H3 OS →DT -.063 .016 Yes Supported

      H4 ODC →DT .044 .009 Yes Supported

      H5 LE →DT .090 .002 Yes Supported

      H6 ERS →DT .031 .009 Yes Supported

      H7 ET →DT .049 .002 Yes Supported

Figure 2 The Resulting Model
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of the financial service industry and found that digital technologies have an impact on customer service 
performance. That is, there is a trend from “physical to digital” in the financial service industry.

Mavlutova et al. (2023) also explored digital transformation leads to the financial sector sustainable 
development through financial inclusion and operational efficiency. By using a systematic literature 
analysis on text analysis, they identified the research gaps on the digital transformation in the financial 
sector. They used statistical methods, including correlation and regression analysis, and found that 
with increased intensity of digital payments, the total and staff costs to bank assets decrease.

Verhoef et al. (2021) identified three stages of digital transformation from the literature: 
digitization, digitalization, and digital transformation. They posited that digital transformation 
needs specific organizational structures and bears consequences for the metrics used to regulate 
performance. Additionally, Skylar et al. (2019) also argued that digital transformation has implications 
for organizational structure, by favoring a flexible structure composed of separate business units, 
agile organizational forms, and digital functional areas.

By using institutional theory, AlNuaimi et al. (2022) developed and tested a model on how 
digital transformational leadership and organizational agility influence digital transformation with 
digital strategy as a moderator. They found that digital transformational leadership influences 
organizational agility. They also found that organizational agility facilitates the relationship between 
digital transformational leadership and digital transformation.

CoNCLUSIoN AND THeoReTICAL CoNTRIBUTIoNS

We developed a model that can be used to develop digital transformation in the financial services 
sector in this study. Digital transformation is a socioeconomic change across organizations, individuals, 
societies, and ecosystems formed by the use and adoption of digital technologies (Dabrowska et al., 
2022). Three-hundred and fifty (350) participants completed the questionnaire, and most of them 
were middle managers (30.9% [N = 108]). We used Cronbach alpha (σ) to measure the reliability 
of the constructs. The construct with the highest Cronbach alpha is organizational IT application 
portfolios (σ = 0.805), while organizational structure has the lowest Cronbach value (σ = 0.660). The 
discriminant and construct validity were both satisfied by the constructs as well as the reliability of 
the constructs. We conducted the KMO measure of sampling adequacy and Bartlett’s test of sphericity 
to assess the suitability of the respondent data for factor analysis. Additionally, the Bartlett’s test 
of sphericity should be significant (p < 0.05) for factor analysis to be suitable (Hair et al., 1995; 
Tabachnick & Fidell, 2007). The KMO value is 0.754 (i.e., KMO > 0.50), thus indicating the data 
suitability for factor analysis. Additionally, the Bartlett’s test of sphericity χ2 (55) = 2025.274, ρ < 
0.05 [ρ = 0.000] showed that there were patterned relationships between the items.

The results show that organizational IT application portfolios, organizational culture, 
organizational structure, organizational dynamic capabilities, leadership, employee roles and skills 
and ethics were the predictors of digital transformation in the financial services sector. This paper 
is helpful to academic and practitioners because it enhances the digital transformation within the 
financial sector by investigating the factors contributing to digital transformation. Consequently, top 
and executive management need to take into consideration these variables when implementing digital 
transformation within the financial sector.

To the best of our knowledge, this will be the first time that a model on digital transformation is 
being carried out. Thus, making this paper original and worthy of publication. Therefore, the academic 
interest in modeling of digital transformation per se justifies publication. The paper promotes the 
theory because there is clear guidance on research paths. The main contribution is therefore the 
conceptualization of the model on digital transformation within the financial sector.
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LIMITATIoNS, PRACTICAL IMPLICATIoNS, AND FUTURe WoRK

The study was conducted in South Africa; thus, respondents were chosen randomly from some 
financial institutions. The paper was limited by variables that could influence digital transformation. 
Some variables might have been left out that might also contribute to the resulting model, because 
the determinants were obtained from the literature (e.g., organizational culture, organizational size, 
etc.). More research can still be done by looking for more variables that can be included in the model. 
The research might not be generalizable as could be expected because the respondents were randomly 
selected. Another limitation was that the data collected for this study were done only in one country. 
Future research could develop this study by collecting data from countries with digital transformation 
maturity levels as well as considering other cultural factors.

The study used a cross-sectional research design owing to COVID-19 problems; however, future 
research can be performed by using a longitudinal research strategy. The study is a groundwork for 
exploring the actual process of adoption of digital transformation in the financial services sector. For 
future research, more determinants could be identified from the literature and included in the model 
to enrich the data and findings of the research. The findings of this study could be used by financial 
services directors, chief executive officers, and senior executives as well as academia.
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APPeNDIx 1: QUeSTIoNNAIRe

Appendix Table 1

Factors/Authors Question 
Identifiers

Questions

Organizational IT 
application portfolio 
(Bygstad [2017]; 
Wiesbock and Hess 
[2020])

B1 Do you think that there is a need for organizations to set up IT infrastructures that 
present adequate levels of centralization?

B2 Will digital technologies produce IS infrastructures that bring about data replication and 
processes in organizations?

B3 Will the changes initiated by digital transformation be adapted by the organizational IT 
application portfolio and its IT system?

B4 Do you think that IT application portfolios facilitate digital transformation in 
organizations?

Organizational culture 
(Hartl and Hess [2017]; 
Wiesbick and Hess 
[2020])

C1 Do you think that organizations should amend their organizational culture to adapt to 
digital innovations?

C2 Should the organizational culture govern how employees agree with the many changes 
caused by digital transformation?

C3 Is culture accountable to the general attitude of the organization toward digital 
technologies?

C4 Do you think that organizational culture facilitates digital transformation in 
organizations?

Organizational 
structure (Wiesbock and 
Hess [2020]; Alt and 
Zimmermann [2018]; Alt 
[2018])

D1 Do you think that organizations should set up organizational structures that facilitate 
digital transformation?

D2 Will integrating digital technologies into organizational structures steer a change from 
decentralized resources toward more networked and centralized platforms?

D3 Will the use of human capital resources assist organizations to improve the quality of 
large-scale system implementation?

D4 Do you think that organizational agility is crucial for organizations to effectively use the 
benefits of digital technologies?

Organizational dynamic 
capabilities (Li et al. 
[2018]; Wiesbock [2018]; 
Stoeckli et al. [2018])

E1 Do you think that organizations should develop their organizational capabilities to 
achieve and entrench digital transformation?

E2 Should organizations require reserved digital capabilities after possessing the necessary 
IT capabilities that allow them to manage digital technologies?

E3 Should organizations use different ways to develop capabilities either by building the 
necessary capabilities organically or inorganically?

E4 Do you think that organizational capabilities facilitate digital transformation in 
organizations?

Leadership (Vial [2019]; 
Benlian and Haffke 
[2016]; Hansen et al. 
[2011])

F1 Do you believe that organizational leaders should ensure that their organizations 
cultivate a digital mentality?

F2 Should organizational leaders facilitate digital transformation in their organizations?

F3 Do you believe that the position of chief digital officer be established in organizations 
to signify the strategic disposition of digital transformation?

F4 Do you think that leadership facilitates digital transformation in organizations?

Employee roles and skills 
(Vial [2019]; Yeow et al. 
[2017];
Watson [2017])

G1 Do you believe that employees are steered to assume roles that were traditional outside 
their functions owing to changes to the structure and culture of the organization?

G2 Do digital technologies nurture situations where employees from other departments 
except IT department lead in the management of technology-intensive projects in 
organizations?

G3 Can digital transformation compel employees to depend more deeply on their analytical 
skills so that they can resolve difficult business problems?

G4 Do you think that employee roles and skills facilitate digital transformation in organizations?

Table continued on next page
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Factors/Authors Question 
Identifiers

Questions

Ethics (Galliers et al. 
[2012]; Ganju et al. 
[2016]; Majchrzak et al. 
[2016])

H1 Should ethical consequences of digital transformation remain outside the level of an 
organization’s strategy?

H2 Do you believe that ethical consequences of digital transformation can cause harm to 
the society itself?

H3 Should traditional theories that entrench ethical contemplation be reexamined on the 
development of the digital transformation process?

H4 Do you think that ethics facilitate digital transformation in organizations?

Digital transformation 
(Vial [2019]; Abedin et 
al. [2014]; Warner and 
Wager [2019]; Galati and 
Bigliardi [2019]; Yoo et 
al. [2012])

I1 Do you think that digital transformation is achieved through IT application portfolios/ 
organizational culture in organizations?

I2 Do you think that digital transformation is achieved through organizational dynamic 
capabilities/ leadership in organizations?

I3 Do you think that digital transformation is achieved through employee roles and skills/
ethics in organizations?

I4 Do you think that digital transformation is achieved through organizational structure in 
organizations?

Table continued


