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Introduction
Background of the Study

Digital transformation has become one of 
the most influential forces shaping modern 
organizations, going far beyond the mere 
adoption of digital tools. It is increasingly 
understood as a strategic and organizational 
response to disruptions created by digital 
technologies, requiring firms to redesign value 
creation, operations, and internal structures. 
Rather than focusing only on IT upgrades, 
digital transformation involves broad change 
across governance, culture, process design, 
and service delivery, making it a fundamental 
driver of competitiveness in contemporary 
environments. 
Digital Transformation as an 
Organizational Change Process

Scholarly work conceptualizes digital 
transformation as a dynamic process in which 
digital technologies trigger disruptions, which 
then require strategic and structural responses 
within the firm. This view explains why 
transformation outcomes vary significantly 
across organizations: the performance 
impact depends on how effectively firms 
manage change, address internal barriers, and 
reconfigure resources. Digital transformation 
therefore represents not only technological 
modernization but the restructuring of 
organizational routines and business logic 

Abstract

This study examines how digital transformation and AI-enabled management practices jointly 
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to remain competitive in a digitally evolving 
economy. 
AI-Enabled Management Practices in the 
Digital Era

Artificial intelligence plays an increasingly 
central role within digital transformation by 
reshaping managerial activities and decision-
making. AI-enabled management practices 
include automated or AI-supported processes 
such as performance monitoring, workforce 
scheduling, evaluation, recruitment screening, 
and decision-support for managers. These 
practices are significant because they indicate 
a shift from traditional human judgment 
toward data-driven and algorithm-supported 
management, which can influence how work 
is coordinated, controlled, and optimized. AI 
therefore does not merely support operations; it 
increasingly changes the nature of management 
itself. 
Organizational Performance and the 
Need for Integrated Understanding

Organizational performance is typically 
evaluated using financial outcomes, 
operational efficiency, innovation capacity, 
and workforce productivity. While digital 
transformation investments are assumed to 
enhance these indicators, many organizations 
experience inconsistent results. This 
inconsistency highlights a critical issue: digital 
transformation does not automatically translate 
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into higher performance unless organizations also develop the 
managerial and organizational capability to use technology 
effectively. AI-enabled management practices may be one key 
mechanism through which digital transformation becomes 
measurable performance improvement, because they alter 
decision processes and resource allocation routines that directly 
affect outcomes. 
Problem Statement

A major problem faced by many organizations is the gap 
between adopting advanced technologies and realizing 
tangible organizational performance improvements. Digital 
transformation initiatives often focus on implementing 
cloud systems, analytics platforms, or automation tools, but 
performance gains may remain limited if managerial routines 
and decision-making structures do not adapt. In particular, while 
AI has the potential to improve decision quality and efficiency, 
its benefits depend on how well organizations embed AI into 
management practices and align it with organizational goals, 
culture, and governance systems. 
Research Gap

Existing research has substantially explored digital 
transformation on one side and artificial intelligence on the 
other, but relatively fewer studies integrate these streams 
by explaining how AI-enabled management practices shape 
the transformation–performance relationship. Many studies 
examine AI adoption as a technology variable rather than 
examining its role in redesigning management practices and 
decision rights inside organizations. At the same time, public 
and institutional reports suggest that algorithmic management 
is expanding across workplaces, making it increasingly 
important to study not only its efficiency benefits but also the 
way it changes managerial decision-making and organizational 
functioning. 
Aim of the Study

This study aims to examine the impact of digital transformation 
on organizational performance and to analyze how AI-enabled 
management practices influence this relationship. The study 
focuses on the argument that digital transformation becomes 
performance-enhancing when it is supported by AI-based 
managerial redesign, such as AI-driven decision support, 
algorithmic workflow control, and data-driven employee 
performance systems. By focusing on these mechanisms, the 
study aims to contribute to clearer understanding of how digital 
initiatives translate into measurable organizational outcomes. 
Research Objectives

The objectives of this study are to conceptualize the key 
dimensions of digital transformation, identify major AI-enabled 
management practices adopted in organizations, and determine 
their contribution to organizational performance outcomes. 
Additionally, the study seeks to develop a coherent framework 
that links technology-driven transformation with changes in 
management practice and resulting performance improvements, 
aligning with the growing body of research emphasizing that 
value from AI depends on organizational integration and 
changes to internal activities. 
Research Questions

This research is guided by questions focused on causal 
pathways rather than adoption alone. It seeks to determine 
whether higher digital transformation maturity leads to improved 
organizational performance, how AI-enabled management 
practices contribute to this effect, and whether AI-driven 

management serves as a mediator or catalyst that strengthens 
digital transformation outcomes. Addressing these questions 
is increasingly important as AI and algorithmic management 
become more widespread, raising both performance-related 
opportunities and organizational challenges. 
Scope of the Study

The scope of this study covers organizational initiatives 
related to digital transformation, including digital platforms, 
automation, integrated information systems, and data-driven 
process redesign. Within this transformed environment, the 
study focuses on AI-enabled management practices such as 
algorithmic decision-support systems, AI-based performance 
assessment, predictive workforce analytics, and automated 
coordination of tasks. The performance dimension is considered 
broadly, including operational efficiency, innovation capability, 
and strategic outcomes, reflecting the multi-dimensional nature 
of organizational performance in the digital economy. 
Significance of the Study

This research is significant because it offers an integrated 
perspective on how organizations derive performance value 
from digital transformation through AI-enabled management 
practices. It responds to both academic and practical needs by 
addressing the challenge of explaining why some organizations 
benefit significantly from DT and AI while others do not. It 
also aligns with growing policy and institutional attention to 
algorithmic management, which emphasizes that AI adoption at 
work is accelerating and requires careful analysis of managerial 
impact, governance needs, and organizational consequences.
Literature Survey
Digital Transformation: Evolution and Core Concepts

Digital transformation has gained wide scholarly attention 
as firms increasingly reorganize strategy, processes, and 
value propositions around digital technologies. Rather than 
describing simple digitization, the concept is commonly defined 
as an organization-wide transformation triggered by digital 
technologies that changes how value is created and delivered. A 
well-cited synthesis of the field emphasizes that transformation 
involves disruptions created by digital technologies, strategic 
organizational responses, and the management of structural 
changes and barriers that shape outcomes—both positive 
and negative. This framing is important because it explains 
why similar digital investments may lead to very different 
organizational performance results across firms. 
Digital Transformation as a Strategic and Organizational 
Phenomenon

Literature increasingly recognizes that digital transformation 
is not primarily a technology project but a strategic and 
organizational phenomenon. Digital technologies function as 
enablers, but transformation depends on how organizations 
redesign internal routines, decision-making processes, 
governance, and customer engagement. Studies also underline 
the continuous nature of digital transformation, where 
organizations repeatedly adapt their resource configurations 
rather than implementing one-time change. This strategic view 
suggests that transformation outcomes depend on alignment 
between digital investments, organizational capabilities, and 
business model innovation. 
Digital Transformation Capabilities and Performance 
Outcomes

A consistent theme in prior research is that digital 
transformation impacts performance through capability 
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building. Digital transformation can enhance operational agility, 
customer responsiveness, innovation capacity, and productivity, 
but only when firms develop complementary organizational 
capabilities such as process redesign competence, cross-
functional integration, and change readiness. Synthesis studies 
argue that transformation performance benefits are mediated 
by the organization’s ability to manage barriers such as rigid 
structures, cultural resistance, skill gaps, and governance 
misalignment. As a result, the literature cautions against 
assuming a direct linear relationship between technology 
adoption and performance improvement. 
Artificial Intelligence as an Extension of Digital 
Transformation

Artificial intelligence is widely treated in the literature as a 
key driver and extension of digital transformation, moving 
digitalization from automation of routine work toward 
prediction, optimization, and decision intelligence. AI allows 
organizations to scale analytics and embed advanced decision 
support into daily operations, influencing strategic planning, 
resource allocation, service delivery, and productivity. Research 
also notes that AI’s performance impact depends heavily on 
organizational integration and the redesign of activities that use 
AI outputs, making it a socio-technical innovation rather than a 
stand-alone tool. 
AI Capabilities and the Creation of Business Value

The “AI capability” lens has been used to explain how 
organizations translate AI adoption into measurable outcomes. 
Instead of focusing only on whether AI is used, the literature 
emphasizes whether firms have the data infrastructure, technical 
expertise, managerial understanding, and integration routines 
required to deploy AI effectively. Empirical work demonstrates 
that AI capabilities can influence organizational performance 
indirectly by inducing change in core organizational activities—
especially through process automation, the generation of 
cognitive insights from data, and higher levels of engagement 
with data-driven decision-making. This supports the view 
that AI becomes valuable when it transforms organizational 
work and management practices rather than when it is merely 
implemented. 
AI-Enabled Management Practices: Concept and Scope

AI-enabled management practices refer to the use of AI 
systems to automate or support managerial tasks such as 
directing work, monitoring performance, evaluating employees, 
and allocating resources. These practices often operationalize 
managerial control through digital monitoring and algorithmic 
decision-support systems that can standardize decision 
processes and increase speed and consistency in management. 
Institutional research increasingly treats these practices as a 
growing trend across sectors, with AI systems influencing not 
only frontline work coordination but also employee evaluation 
and internal decision structures. 
Algorithmic Management and Organizational Control

A closely related theme in the literature is algorithmic 
management, which refers to the delegation of managerial 
functions to software systems that structure, monitor, and 
evaluate work. Research indicates that algorithmic management 
tools are increasingly used outside of platform work and are 
spreading into traditional sectors such as logistics, healthcare, 
telecoms, automotive, and manufacturing. This literature shows 
that algorithmic systems do not simply improve efficiency; they 
alter how authority, accountability, and discretion are distributed 
within organizations, which can influence organizational 

outcomes and employee perceptions in complex ways. 
Workforce Implications of AI-Enabled and Algorithmic 
Management

The literature also highlights the human implications of 
AI-enabled management practices, particularly the tension 
between performance enhancement and workforce outcomes. 
Algorithmic management may improve efficiency and increase 
managerial visibility into performance, but it can also raise 
concerns about surveillance intensity, reduced autonomy, 
opacity in evaluation, and procedural fairness. Policy-oriented 
research emphasizes gaps in protections and oversight, showing 
that governance is crucial when AI influences workplace 
decisions. These concerns are increasingly treated not merely 
as ethical issues but also as organizational performance issues, 
since trust, engagement, retention, and wellbeing are linked to 
productivity and effectiveness. 
Digital Transformation, AI-Enabled Management, and 
Organizational Performance

Prior studies support the claim that digital transformation and 
AI adoption can improve organizational performance, but they 
also reveal that outcomes depend on organizational readiness 
and the way technologies are embedded in workflows. Research 
on AI capabilities suggests that AI contributes to performance 
by changing organizational activities, which implies that AI-
enabled management practices are a plausible mechanism 
through which digital transformation creates measurable 
performance outcomes. However, many studies still treat AI 
adoption as a technical variable rather than examining how 
AI changes management routines, control mechanisms, and 
decision rights. This signals a gap in integrated models linking 
digital transformation maturity, AI-enabled managerial redesign, 
and multidimensional organizational performance. 
Identified Gaps and the Need for an Integrated 
Framework

The main research gap emerging from the reviewed literature 
is insufficient integration between the digital transformation 
stream and the AI/algorithmic management stream. Digital 
transformation literature explains the strategic and organizational 
nature of transformation but often under-specifies how AI-driven 
managerial practices shape performance pathways. Meanwhile, 
algorithmic management research provides rich descriptions 
of AI in workplace control and evaluation but less often links 
these practices to broader digital transformation maturity and 
measurable firm performance outcomes. Because algorithmic 
management is becoming more widespread and increasingly 
regulated, there is a growing need for research frameworks that 
jointly examine digital transformation, AI-enabled management 
practices, governance, and organizational performance.
Research methodology
Research Methodology Overview

This chapter outlines the approach used to study how digital 
transformation and AI-enabled management practices influence 
organizational performance. Because digital transformation 
involves both technology adoption and organizational change, 
the methodology must capture not only the presence of digital 
tools but also how they are embedded in decision-making and 
managerial routines. A structured methodology helps ensure that 
relationships between transformation, AI-enabled management 
practices, and performance outcomes are assessed in a reliable 
and valid manner. 
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Research Design and Approach
A quantitative research design is appropriate for examining 

relationships between the study variables and for testing 
whether AI-enabled management practices strengthen or 
mediate the impact of digital transformation on performance. 
This study follows a deductive approach, where the model and 
hypotheses are developed from established literature on digital 
transformation and AI capability, and then empirically tested 
using collected organizational data. Such a design is widely used 
in studies investigating how AI capabilities affect performance 
through changes in organizational activities. 
Conceptual Framework

The proposed framework treats digital transformation 
maturity as the independent construct influencing organizational 
performance. AI-enabled management practices are positioned 
as an explanatory mechanism that translates transformation 
into performance improvements by supporting faster decisions, 
better monitoring, and optimized resource allocation. Research 
suggests that AI generates business value when it changes 
organizational activities and decision-making routines rather 
than functioning as a standalone technological upgrade. 
Data Collection and Sampling

Data can be collected primarily through structured 
questionnaires distributed to managers, digital transformation 
leaders, and decision-makers who can evaluate transformation 
initiatives, AI use in management, and performance impacts. 
Survey-based data collection is consistent with existing 
empirical research on AI capability and organizational 
performance. Where feasible, secondary performance indicators 
from reports or internal KPIs can be used to support and validate 
survey findings. 
Measurement of Variables

Digital transformation can be measured through indicators 
reflecting process digitization, platform integration, analytics 
maturity, and the extent of organization-wide digital redesign. 
AI-enabled management practices may be measured by 
assessing how frequently AI is used in managerial decision-
support, monitoring, scheduling, performance evaluation, and 
resource allocation, which aligns with the broader concept 
of algorithmic management in workplaces. Organizational 
performance should be treated as multidimensional, combining 
financial performance, operational efficiency, and innovation 
outcomes, as commonly recommended in digital transformation 
research. 
Data Analysis Techniques

Structural equation modeling is suitable for analyzing the 
relationships among digital transformation maturity, AI-
enabled management practices, and organizational performance 
because it supports simultaneous analysis of multiple constructs 
and mediation effects. PLS-SEM is particularly relevant 
when constructs are complex and multidimensional, which is 
typical for transformation studies. Methodological research 
provides clear reporting standards for reliability, validity, and 
interpretation of path coefficients in such models. 
Ethical Considerations

Ethical safeguards are essential because AI-enabled 
management often involves monitoring, evaluation, and 
decision-making that can affect employees and workplace 
conditions. Research and policy literature on algorithmic 

management emphasizes concerns related to transparency, 
accountability, fairness, and privacy. Therefore, the study 
should ensure informed consent, anonymity of respondents, 
and confidentiality of organizational data to promote honest 
responses and reduce risk to participants.
Implementation and result
Implementation Overview

This chapter combines implementation and results by 
explaining how digital transformation initiatives support 
the adoption of AI-enabled management practices and how 
these changes influence organizational performance. Digital 
transformation is widely described as an organization-wide 
process where digital technologies create disruption and require 
strategic responses, including changes to routines, structures, and 
value creation. Therefore, successful implementation depends 
not only on deploying technologies but also on integrating them 
into workflows and managerial decision-making. 
Implementing Digital Transformation

Implementation typically begins with establishing digital 
infrastructure such as cloud platforms, integrated enterprise 
systems, and strong data governance. These foundations create 
interoperability and reliable data flows across departments, 
enabling automation and analytics-driven process control. 
Research emphasizes that transformation performance benefits 
occur when technology is combined with organizational 
change and capability building, making digital transformation a 
strategic shift rather than an isolated IT upgrade. 
Implementing AI-Enabled Management Practices

With digital foundations in place, organizations can embed AI 
into managerial routines through decision-support dashboards, 
predictive workforce analytics, AI-supported recruitment 
screening, and automated scheduling and performance 
monitoring systems. Empirical studies suggest that AI improves 
organizational performance mainly by inducing changes in key 
organizational activities, such as automation and the generation 
of cognitive insights from data that support faster and higher-
quality decisions. This indicates that AI creates value through 
integration into management practices rather than through 
standalone adoption. 
Governance and Human Oversight

Implementation also requires strong governance because AI-
enabled management can raise risks related to transparency, 
fairness, privacy, and employee autonomy. OECD and European 
Parliament research shows that algorithmic management is 
becoming increasingly widespread and can improve efficiency, 
but it may also increase monitoring intensity or create opaque 
evaluation systems. For this reason, implementation should 
include human oversight, explainability measures, and 
accountability mechanisms to ensure that AI-driven decisions 
are trusted and ethically aligned with workforce expectations. 
Results and Performance Outcomes

The results reported in prior research show that digital 
transformation maturity is generally associated with improved 
operational efficiency, agility, and innovation, but the size of 
performance gains depends on organizational readiness and 
the presence of complementary capabilities. Evidence from 
AI capability research suggests that AI-enabled management 
practices can strengthen this relationship by improving 
decision quality and resource optimization, meaning that AI 
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often functions as a mechanism that amplifies the benefits of 
digital transformation. However, literature also implies that 
performance effects may weaken when governance is poor or 
when workforce trust declines due to excessive surveillance or 
lack of transparency. 
Conclusion

The findings suggest that digital transformation improves 
organizational performance most effectively when supported 
by AI-enabled management practices that reshape decision-
making and operational control. Rather than viewing AI as a 
standalone technology, the study shows its value lies in how 
it changes organizational activities and managerial routines 
by enabling predictive decision-making, optimized resource 
allocation, and real-time performance monitoring. At the same 
time, the sustainability of these gains depends on governance 
factors such as transparency, fairness, and human oversight, as 
algorithmic management can generate workforce resistance if 
perceived as opaque or overly controlling. Overall, the study 
concludes that integrating AI-driven management practices with 
digital transformation strategy provides a stronger pathway to 
long-term performance improvement than technology adoption 
alone, emphasizing the need for balanced implementation that 
aligns innovation with ethical and human-centered governance.
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