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Digital transformation in the banking sector is recognized as a critical
driver of growth and change. This study investigates the anticipated
outcomes (both outputs and impacts) following the implementation of
digital banking policies, utilizing an exploratory and applied-
developmental approach. The research adopts a mixed-method design,
incorporating both qualitative and quantitative phases. In the
qualitative phase, experts in banking and policymaking were
interviewed using purposive sampling, reaching theoretical saturation
after 25 interviews. In the quantitative phase, data was collected from
354 bank managers and professionals through a researcher-developed
questionnaire. The data was analyzed using thematic analysis for the
qualitative part and the Partial Least Squares (PLS) method for the
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quantitative part. The results indicate that the initial outcomes of
digital banking policy implementation include improvements in
revenue and market positioning, cost efficiency, customer acquisition
and satisfaction, bank infrastructure, data management, banking
products and services, banking technologies and channels, and risk
management. Additionally, the long-term and sustainable impacts of
digital transformation in the banking system encompass transparency
and justice, the creation of new opportunities, the future outlook of
banking and the economy, digital leadership and mindset, social and
environmental impacts, long-term policymaking and planning, as well
as internal and external networking.

1. Introduction

Digital transformation is a crucial driver of development, particularly
in the banking sector, where it reshapes traditional business models
and operational processes, enabling efficient online financial services.
Despite these advancements, Iranian banks face infrastructural and
regulatory challenges, such as weak IT systems and traditional
organizational cultures, which hinder the full adoption of digital
solutions. To address these issues and align with global standards,
comprehensive digital banking policies are necessary. This study
explores the effects of these policies, focusing on the changes they
bring about in both the short and long term. In this context, the
fundamental research question is: What are the expected dimensions
and components of the outputs and long-term impacts following the
implementation of digital banking policies during the evaluation
period?

2. Literature Review

Digital transformation in banking refers to the use of digital
technologies to fundamentally improve and change the processes and
structures of traditional banking. This transformation includes the
application of technologies such as artificial intelligence, blockchain,
big data, and cloud computing, which enable banks to offer innovative
and customized services to customers (Vial, 2014). The emergence of
fintech companies and the provision of digital financial services have
pressured traditional banks to digitalize their structures. As a result,
banks have developed digital transformation policies to remain
competitive and align with market changes (Salamatitaba et al., 2017).
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In digital banking policy-making, evaluation is recognized as one of
the most critical stages in the policy cycle. According to various
literature and definitions, outputs are the immediate results obtained in
the short term following the implementation of the policy, including
direct improvements in digital banking services and processes. These
results are typically observable within 1 to 3 years after the policy is
implemented. In contrast, impacts refer to the long-term outcomes that
emerge between 5 to 10 years post-implementation, encompassing the
lasting effects and consequences of the policy. Research indicates that
digital transformation in banking leads to improved customer
satisfaction, enhanced transaction security, and optimized processes.

3. Methodology

This applied-developmental study employs a mixed-method approach.
In the qualitative phase, 31 banking and policy experts were selected
through purposive and snowball sampling, with saturation reached
after 25 interviews. Data were analyzed using thematic analysis with
MAXQDA software. In the quantitative phase, a survey was
administered to 354 bank managers and experts, with the sample size
calculated using Cochran's formula. The researcher-developed
questionnaire included 36 items based on a five-point Likert scale.
Reliability was evaluated using Cronbach’s alpha, yielding a score
above 0.7. Data analysis was conducted using the Partial Least
Squares (PLS) method with SmartPLS software to validate the
findings.

4. Results

The thematic analysis of the qualitative data identified 88 descriptive
codes, 21 interpretative codes, and 8 overarching themes for the
outputs, as well as 54 descriptive codes, 15 interpretative codes, and 7
overarching themes for the impacts following the implementation of
digital banking policies. The outputs were categorized into areas such
as revenue and market positioning, cost efficiency, customer
acquisition and satisfaction, bank infrastructure, data management,
products and services, banking technologies and channels, and risk
management. The long-term impacts included dimensions such as
transparency and justice, the creation of new opportunities, the
outlook for banking and the economy, digital thinking and leadership,
social and environmental impacts, long-term policymaking and
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planning, and internal and external networking. Quantitative data
analysis was conducted using the Partial Least Squares (PLS) method
with SmartPLS software. The model was validated through relevant
statistical tests, demonstrating a satisfactory fit and reliability.

5. Discussion & Conclusion

The findings align with key studies. Czerwinska et al. (2021)
confirmed that investment in digital technologies enhances banks'
competitive positions, which this study supports. Similarly, Lydiana et
al. (2022) highlighted the role of digital transformation in fostering
innovation, with this study further expanding the focus to service
development. Consistent with Agboola et al. (2019), this research
shows that digital transformation improves cost efficiency and
operational performance. The impact on customer satisfaction and
acquisition aligns with Aydin & Onayli (2020), emphasizing the role
of digital experiences in customer growth. The analysis of
organizational transformation matches Mirkovi¢ et al. (2019), and the
emphasis on data management is consistent with Sadigh et al (2022).

This study differentiates between the short-term outputs and long-
term impacts of digital transformation in banks, providing a unique
perspective compared to previous studies. It offers localized insights
tailored to the Iranian market, making the findings particularly
relevant for policymakers. It emphasizes that policymakers and
regulatory bodies, such as the Central Bank, should prioritize
strengthening IT infrastructure, developing comprehensive data
security and privacy regulations, and focusing on new technologies
like open banking and big data. The results indicate that the long-term
effects of digital transformation on economic indicators and customer
behavior require further investigation. Future studies could explore
these effects over different time periods and examine how
technologies such as Al and blockchain influence customer
psychology, including decision-making, trust, and satisfaction, as well
as social factors like access to banking services and the distribution of
opportunities.

Keywords: Digital Transformation, Digital Banking, Policy
Evaluation, Policy Outcomes.
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1. Partial Least Squares
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1. Heterotrait-Monotrait Ratio
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