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Abstract

Digital transformation in the FinTech sector is reshaping how organizations interact with customers,
influencing satisfaction, engagement, and loyalty. This study investigates the impact of digital
transformation initiatives on customer experience in Pakistan’s FinTech sector, exploring technological
adoption, service quality, and user perception. Using a quantitative approach with survey data collected
from 450 FinTech users across major urban centers, this study examines relationships between digital
service innovation, usability, security, and customer satisfaction. The findings indicate that digital service
quality and system usability are significant predictors of customer experience, while security perception
moderates the relationship. The study provides actionable insights for FinTech managers to enhance digital
engagement and customer loyalty.

Keywords: Digital Transformation, FinTech, Customer Experience, Pakistan, Service Quality, Usability,
Security

Introduction

Over the last decade, the FinTech sector in Pakistan has experienced rapid growth, fueled by mobile
banking, digital wallets, and app-based financial services. Digital transformation, defined as the integration
of digital technologies into all aspects of organizational operations, has become a central strategic
imperative for financial institutions aiming to improve efficiency and enhance customer experience. Despite
the growing adoption of FinTech services, studies indicate significant gaps in user satisfaction, trust, and
engagement, particularly in developing countries where technology adoption may be uneven due to socio-
economic and infrastructural constraints (Khan, Ali, & Ahmad, 2023; Latif & Hussain, 2024).

Customer experience is a multidimensional construct encompassing cognitive, emotional, behavioral, and
social responses to digital services. In the context of FinTech, this includes ease of use, responsiveness,
personalization, reliability, and perceived security. Research suggests that positive customer experiences
are associated with higher retention rates, increased adoption, and greater willingness to recommend
services to others (Abbas et al., 2014; Shair et al., 2023). However, most studies on digital transformation
in Pakistan have focused on adoption metrics rather than holistic customer experience, leaving a gap in
understanding how digital initiatives translate into tangible satisfaction and loyalty outcomes.

This study addresses the following research questions:
1. How does digital service quality impact customer experience in Pakistan’s FinTech sector?
2. What is the relationship between system usability and customer engagement in digital financial
services?
How does security perception influence customer satisfaction in FinTech applications?
4. Do demographic factors such as age, education, and digital literacy moderate the effect of digital
transformation on customer experience?

W

The significance of this research lies in its potential to guide FinTech managers and policymakers to
optimize digital strategies, reduce adoption barriers, and improve the inclusivity of financial services in
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Pakistan. By examining both technological and experiential dimensions, this study contributes to the
emerging literature on customer-centric digital transformation in developing country contexts.

Literature Review

Digital Transformation in Financial Services

Digital transformation encompasses the implementation of digital technologies to improve operational
processes, deliver value, and enable innovation. In the financial sector, this includes mobile banking,
blockchain applications, Al-driven credit scoring, and online payment platforms. Digital transformation is
not merely technological; it involves organizational, cultural, and strategic shifts to create value for
customers and stakeholders (Bahrini & Qaffas, 2019).

Studies in emerging economies suggest that successful digital transformation requires alignment between
technology adoption, organizational capabilities, and customer expectations (Pradhan, Arvin, & Norman,
2015; Wei et al., 2014). In Pakistan, FinTech startups such as Easypaisa, JazzCash, and Keenu have
leveraged mobile platforms to increase accessibility and convenience, yet customer satisfaction remains
inconsistent due to perceived security risks, usability challenges, and service gaps (Latif & Hussain, 2024;
Shair et al., 2023).

Customer Experience in Digital Financial Services

Customer experience in digital financial services is defined as the cumulative perception of service quality,
usability, and emotional engagement during interactions with digital platforms (Van Deursen & Van Dijk,
2014). Positive experiences are linked to trust, loyalty, and advocacy, whereas negative experiences can
result in attrition and negative word-of-mouth (Mossberger, Tolbert, & Stansbury, 2003). Key determinants
include interface design, response time, personalization, security, and accessibility.

In Pakistan, user experience is further influenced by infrastructural limitations such as network stability,
device affordability, and digital literacy, particularly in rural areas (UN Women, 2024; PTA, 2024). Prior
research highlights that while FinTech adoption has increased, a large segment of users continues to
experience usability barriers and lack confidence in online transactions, limiting the sector’s potential
impact on financial inclusion (Khan & Farooq, 2019).

Digital Service Quality

Digital service quality refers to the extent to which digital platforms meet users’ functional and experiential
expectations. Dimensions commonly assessed include reliability, responsiveness, personalization, and
security (Chang, Wong, & Park, 2016). Service quality has been consistently found to influence customer
satisfaction, engagement, and loyalty in online banking and FinTech contexts (Rice & Katz, 2003;
Robinson, Ragnedda, & Schulz, 2020).

In Pakistan, FinTech providers face the dual challenge of enhancing digital services while mitigating trust
deficits caused by fraud incidents, limited regulatory oversight, and privacy concerns. Studies suggest that
platforms offering high usability, minimal downtime, and transparent operations foster greater user
satisfaction and adoption (Khan, Ali, & Ahmad, 2023; Zaman & Rehman, 2025).

System Usability

System usability measures how easily users can navigate, understand, and effectively utilize digital
platforms. High usability reduces cognitive load, errors, and abandonment rates, directly impacting
customer satisfaction (Correa, 2016; Wei et al., 2011). In the Pakistani FinTech context, usability challenges
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often stem from inconsistent interface design, language barriers, and limited support for low-literacy users
(Ahmad & Shah, 2020).

Security Perception

Perceived security is a critical determinant of trust and engagement in digital financial services. Users are
more likely to adopt and continue using platforms when they believe their financial and personal data are
protected (Antonio & Tuffley, 2014; ENEANYA & ATTOH, 2021). Security concerns in Pakistan include
unauthorized transactions, phishing, and lack of awareness about digital protection measures. Research
indicates that enhancing security perception can moderate the relationship between digital service quality
and customer satisfaction (UNDP, 2021; PTA, 2024).

Research Gap

While global studies on digital transformation and customer experience are abundant, there is a paucity of
research focusing specifically on Pakistan’s FinTech sector, particularly integrating service quality,
usability, and security perception. Existing studies often measure adoption rates rather than holistic
customer experience, leaving a gap in understanding how digital transformation translates into meaningful
engagement and satisfaction. This study addresses this gap by quantitatively examining these relationships
in the Pakistani context.

Methodology

Research Design

This study employed a quantitative research design to examine the relationship between digital
transformation initiatives and customer experience in Pakistan’s FinTech sector. A cross-sectional survey
approach was chosen to collect standardized data from users of FinTech applications across multiple urban
centers. The quantitative design was appropriate because it allowed measurement of relationships between
constructs such as digital service quality, system usability, security perception, and customer satisfaction.
A structured questionnaire was developed based on validated scales from prior research. Digital service
quality items were adapted from Chang, Wong, and Park (2016), system usability from Correa (2016), and
security perception from Antonio and Tuffley (2014). Customer experience measures were drawn from
Mossberger, Tolbert, and Stansbury (2003) and Robinson, Ragnedda, and Schulz (2020).

Population and Sample

The target population included adult users (aged 18 and above) of digital financial services in Pakistan,
particularly users of mobile banking and FinTech applications such as Easypaisa, JazzCash, Keenu, and
bank-linked apps. Major urban centers Lahore, Karachi, Islamabad, and Faisalabad were selected to ensure
diverse representation across demographic, socio-economic, and educational backgrounds. A sample size
of 450 respondents was determined using Krejcie and Morgan’s (1970) formula for population sampling,
ensuring statistical validity and representativeness. Participants were recruited through purposive and
convenience sampling methods, targeting individuals actively using FinTech applications for at least six
months. Efforts were made to balance gender, age, and educational levels to avoid sample bias.

Data Collection Procedure

Data were collected over a period of three months (March—May 2025). The survey was administered both
online (via Google Forms and social media outreach) and in-person at banking centers and technology hubs.
Respondents were briefed about the study’s purpose and assured of confidentiality and anonymity. Ethical
clearance was obtained from the Lahore University of Management Sciences Research Ethics Committee.
The questionnaire was divided into five sections:
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1. Demographic information age, gender, education, income, digital literacy level.
2. Digital service quality 12 items measuring reliability, responsiveness, personalization, and

accessibility.

3. System usability 8 items assessing ease of navigation, learnability, error reduction, and
efficiency.

4. Security perception 6 items evaluating perceived safety, data protection, and transaction
security.

5. Customer experience 10 items capturing overall satisfaction, engagement, loyalty, and
willingness to recommend services.

All items used a S-point Likert scale (1 = strongly disagree, 5 = strongly agree). A pilot test with 30
respondents was conducted to assess clarity, reliability, and validity. Minor adjustments were made to
wording and formatting to improve comprehension.

Measures and Instrumentation

Digital Service Quality

Digital service quality was measured using a 12-item scale encompassing four dimensions: reliability,
responsiveness, personalization, and accessibility. Reliability assessed the consistency of service
performance; responsiveness evaluated promptness in handling queries; personalization captured
customization to user preferences; accessibility assessed ease of access across devices. Cronbach’s alpha
for the scale in the pilot study was 0.89, indicating high reliability.

System Usability

System usability was measured with an 8-item scale focusing on learnability, efficiency, memorability,
error prevention, and user satisfaction. Items were adapted from the System Usability Scale (SUS) and
contextualized for FinTech applications. Cronbach’s alpha in the pilot study was 0.87.

Security Perception

Security perception was assessed using 6 items covering perceived confidentiality, transaction security,
fraud prevention, and privacy awareness. Items were adapted from prior studies on digital financial trust
(Antonio & Tuffley, 2014). Cronbach’s alpha was 0.91, demonstrating excellent internal consistency.

Customer Experience

Customer experience was measured using a 10-item scale covering cognitive, emotional, and behavioral
dimensions of experience with digital financial services. Items captured satisfaction, engagement, loyalty,
and advocacy. Cronbach’s alpha was 0.92.

Data Analysis
Data analysis was conducted using SPSS v28 and AMOS v27. The analytical approach included:
1. Descriptive statistics means, standard deviations, frequency distributions to summarize
demographic and key variable characteristics.
2. Reliability and validity assessment Cronbach’s alpha, composite reliability (CR), and average
variance extracted (AVE) for construct validity.
3. Correlation analysis Pearson correlation coefficients to explore relationships among variables.
4. Structural Equation Modeling (SEM) to test hypothesized relationships between digital service
quality, system usability, security perception, and customer experience. Model fit indices (CFI,
TLI, RMSEA) were reported to evaluate structural validity.
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5. Moderation analysis using PROCESS macro to test the effect of demographic variables (age,
education, digital literacy) on the primary relationships.

Ethical Considerations

Ethical standards were strictly followed. Participants were informed of voluntary participation, data
confidentiality, and anonymity. Consent was obtained in writing for in-person surveys and electronically
for online responses. No personally identifiable information was collected.

Limitations of Methodology

While the quantitative survey design enabled generalizability, it has inherent limitations. Self-reported data
may be subject to social desirability bias. Purposive sampling, while ensuring inclusion of FinTech users,
may limit representation of rural or less digitally literate populations. Finally, cross-sectional data restrict
causal inferences.

Results

Introduction to Results

The purpose of this section is to present the findings of the study regarding the influence of digital service
quality, system usability, and security perception on customer experience in Pakistan’s FinTech sector.
Descriptive statistics, reliability analyses, correlations, and structural equation modeling (SEM) results are
reported. Each table is preceded by a detailed interpretation to contextualize the findings. All analyses were
conducted using SPSS v28 and AMOS v27.

Descriptive Statistics and Demographics

Prior to hypothesis testing, descriptive statistics were computed to provide an overview of the sample
characteristics and primary variables. The study included 450 respondents, with 53% male and 47% female
participants. Age distribution was: 18-25 years (28%), 26-35 years (41%), 3645 years (20%), and 46+
years (11%). Education levels ranged from high school (12%), undergraduate (55%), postgraduate (28%),
to professional/doctoral (5%). Digital literacy levels were self-reported on a 5-point scale: beginner (18%),
intermediate (52%), and advanced (30%).

Interpretation: The demographic profile indicates a predominance of young, urban, and moderately digitally
literate respondents, which aligns with the expected FinTech user base in Pakistan. Gender balance is
reasonable, though slightly skewed toward males. This context is important as age, education, and digital
literacy may moderate technology adoption and user experience.

Table 1 presents descriptive statistics for the main variables: digital service quality, system usability,
security perception, and customer experience.

Table 1. Descriptive Statistics for Study Variables

Variable N Mean SD Min Max
Digital Service Quality 450 4.12 0.58 2.1 5.0
System Usability 450 4.05 0.62 2.0 5.0
Security Perception 450 3.89 0.71 1.8 5.0
Customer Experience 450 4.02 0.60 2.0 5.0

Interpretation: Participants rated digital service quality and system usability highly, indicating overall
satisfaction with FinTech platforms. Security perception had a slightly lower mean, suggesting some
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concerns about data safety. Customer experience scores are relatively high, supporting the hypothesis that
good digital service quality and usability are associated with positive experiences.

Reliability and Validity Analysis

Reliability analyses were conducted to ensure internal consistency of constructs. Cronbach’s alpha values
for digital service quality (a0 = 0.89), system usability (o0 = 0.87), security perception (a = 0.91), and
customer experience (o = 0.92) indicated high reliability. Composite reliability (CR) ranged from 0.88 to
0.92, and Average Variance Extracted (AVE) values were all above 0.50, confirming convergent validity.
Interpretation: High reliability and validity confirm that the measurement instruments are consistent and
accurately capture the intended constructs. This strengthens the credibility of subsequent analyses and SEM
modeling.

Correlation Analysis
Pearson correlation coefficients were computed to examine relationships among the variables. Initial
correlation analysis reveals significant positive associations between all predictors (digital service quality,
system usability, security perception) and customer experience. This suggests that improvements in service
quality, system usability, and perceived security are likely to enhance customer experience in FinTech
platforms.

Table 2. Pearson Correlations Between Key Variables

Variable 1 2 3 4
1. Digital Service Quality 1

2. System Usability 0.68%* 1

3. Security Perception 0.54** 0.49%* 1

4. Customer Experience 0.72%* 0.65%* 0.61** 1

Note: **p < .01

Interpretation: All correlations are positive and significant at the 0.01 level. Digital service quality exhibits
the strongest correlation with customer experience (r = 0.72), highlighting its central role in shaping users’
overall perception. System usability and security perception also show moderate-to-strong positive
associations with experience, supporting their inclusion in the SEM model.

Structural Equation Modeling (SEM)

To test the hypothesized relationships, SEM was conducted using AMOS. The initial model included direct
paths from digital service quality, system usability, and security perception to customer experience. Model
fit indices indicated good fit: CFI = 0.96, TLI = 0.95, RMSEA = 0.045.

Interpretation: The model fit demonstrates that the proposed relationships adequately represent the observed
data, allowing interpretation of direct effects and their magnitudes.

Table 3. SEM Path Coefficients

Predictor p SE t-value p-value
Digital Service Quality — Customer Experience 048 0.05 9.60 <0.001
System Usability — Customer Experience 0.31 0.04 7.75 <0.001
Security Perception — Customer Experience 0.25 0.06 5.00 <0.001

Interpretation: Digital service quality has the strongest impact on customer experience (f = 0.48), followed
by system usability (B = 0.31) and security perception ( = 0.25). All predictors are statistically significant
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(p < 0.001), confirming the hypotheses that high-quality services, user-friendly interfaces, and secure
systems enhance overall customer experience in the FinTech context.

Moderation Analysis

A moderation analysis was performed to examine whether demographic factors age, education, and digital
literacy alter the strength of the relationships between predictors and customer experience. Results indicated
that digital literacy significantly moderates the effect of system usability on experience, such that highly
digitally literate users respond more positively to usability improvements (interaction f = 0.12, p < 0.05).
Digital literacy plays a critical role in enhancing the benefits of system usability. Less digitally literate users
may not fully appreciate usability improvements, suggesting targeted interventions for user education could
amplify customer experience. Age and education did not significantly moderate the relationships.

Discussion

Overview of Findings

This study examined the influence of digital service quality, system usability, and security perception on
customer experience in Pakistan’s FinTech sector. Overall, the results confirmed that all three predictors
significantly contribute to shaping user experience, with digital service quality having the strongest effect.
The findings highlight the critical role of technological and perceptual factors in fostering positive
interactions with FinTech platforms, while demographic moderators, particularly digital literacy, further
refine these relationships.

Digital Service Quality and Customer Experience

The study found that digital service quality is the most influential factor impacting customer experience.
High-quality platforms characterized by reliable functionality, efficient transaction processing, and prompt
problem resolution are positively associated with overall satisfaction. These findings align with prior
research indicating that service quality is central to digital trust and engagement in financial technology
adoption (Latif & Hussain, 2024; Ahmad & Shah, 2020). In the context of Pakistan, where users often face
connectivity and infrastructural challenges, maintaining high-quality digital services is essential for
retaining customers and promoting financial inclusion. The strong effect of service quality also suggests
that FinTech companies must invest in backend infrastructure, real-time support systems, and consistent
platform performance to ensure a seamless user experience. Poor service quality can erode trust and reduce
the likelihood of repeat usage, especially among first-time digital banking adopters.

System Usability

System usability emerged as a significant predictor of customer experience, though its effect was smaller
than that of service quality. The results demonstrate. that user-friendly interfaces, clear navigation, and
intuitive functionality enhance engagement and satisfaction. This finding corroborates prior studies
emphasizing the importance of interface design and user-centered approaches in FinTech adoption (Hussain
& Malik, 2018; Khan & Farooq, 2019). Moderation analysis revealed that digital literacy strengthens the
relationship between usability and customer experience. Users with higher digital literacy benefit more
from usability improvements, while less experienced users may not fully leverage these features. This
insight has practical implications for FinTech companies: in addition to enhancing system usability, user
education and training should be prioritized to ensure that all users can benefit from technological
advancements.

Security Perception
Security perception also had a positive and significant effect on customer experience. Participants who

Kiran ISSN (Online): 3006-5321 24



Pakistan Journal
of Management
Sciences and Technology

\.zu

PJMST

Pakistan Journal of Management Sciences and Technology (PJMST)

http://www.pjmst.com/index.php/ojs

Volume 3, Issue 3 (2025)

perceived FinTech platforms as secure reported higher satisfaction, trust, and willingness to engage with
digital financial services. This aligns with global research highlighting security concerns as a primary
barrier to FinTech adoption, particularly in developing economies (Shair et al., 2023; Zaman & Rehman,
2025). In Pakistan, where cyber threats and fraudulent activities are frequently reported, users’ perception
of safety is critical. Firms must implement robust encryption, multi-factor authentication, and transparent
communication about data protection to maintain user confidence. Security perception not only directly
influences experience but also indirectly enhances engagement and loyalty.

Integration of Findings

The combined effect of service quality, usability, and security perception demonstrates that customer
experience in FinTech is multi-dimensional. Each factor contributes uniquely: service quality ensures
functional reliability, usability facilitates interaction, and security perception ensures trust. The
interrelationship of these factors creates a feedback loop positive experiences encourage continued usage
and adoption, while negative experiences deter engagement. The demographic analysis indicates that digital
literacy is a crucial moderator. While age and education did not show significant moderation, literacy
amplifies the benefits of usability. This underscores the need for inclusive design and educational initiatives
targeted at lower-literacy users, ensuring equitable access to financial technologies.

Comparison with Previous Literature

The study’s findings are consistent with previous work on digital service adoption in developing countries,
which emphasizes that functional, usable, and secure platforms are key drivers of customer experience
(Latif & Hussain, 2024; Ahmad & Shah, 2020; Shair et al., 2023). Unlike studies conducted in Western
contexts, where digital literacy is generally high, this research highlights the moderating role of literacy in
shaping user experience in Pakistan.

Furthermore, the results extend the literature by quantifying the relative contribution of each predictor using
SEM, demonstrating that digital service quality outweighs usability and security in explaining experience
variance. This insight can inform resource allocation and prioritization for FinTech developers and
policymakers aiming to enhance financial inclusion.

Practical Implications
From a managerial perspective, the study suggests several actionable steps:
1. Prioritize digital service quality by investing in platform stability, transaction reliability, and
customer support systems.
2. Enhance system usability with intuitive designs, accessible navigation, and continuous user
interface improvements.
3. Strengthen user confidence through visible security measures, transparency, and proactive
communication about data privacy.
4. Implement user education programs, particularly targeting low-literacy users, to maximize the
benefits of usability enhancements.
5. Policymakers and financial regulators should develop guidelines and incentives that support secure
and user-friendly FinTech platforms, promoting financial inclusion and trust in digital finance.

Limitations and Future Research

Despite its contributions, this study has limitations. The sample, although sufficiently powered, is
geographically concentrated in urban and semi-urban areas, limiting generalizability to rural populations.
Self-reported measures may introduce social desirability bias. Additionally, the cross-sectional design
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restricts causal inference; longitudinal studies would better capture temporal dynamics of customer
experience and technology adoption.

Future research could explore other moderators such as income level, prior digital banking experience, or
risk tolerance. Comparative studies across different countries or regions would provide insights into cultural
and infrastructural influences on FinTech experience. Moreover, qualitative approaches could complement
quantitative findings by uncovering nuanced perceptions of security, usability, and service quality.

Conclusion

The study underscores the importance of digital service quality, system usability, and security perception
in shaping customer experience in Pakistan’s FinTech sector. While service quality is the strongest
predictor, usability and security perception also significantly influence engagement and satisfaction. Digital
literacy emerges as a critical moderator, highlighting the need for inclusive design and educational
interventions.

By integrating these insights, FinTech developers, managers, and policymakers can design platforms that
are reliable, user-friendly, secure, and accessible, ultimately enhancing customer satisfaction and fostering
financial inclusion. These findings contribute to both theory and practice by offering an evidence-based
understanding of key drivers of FinTech customer experience in a developing country context.
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