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	This study examines the effects of digital transformation, operational strategy, and customer satisfaction on the performance of online retail businesses in Jakarta. Employing a quantitative research approach, data were collected from 115 respondents through a structured questionnaire and analyzed using Structural Equation Modeling - Partial Least Squares (SEM-PLS). The results reveal that digital transformation and operational strategy positively influence business performance, both directly and indirectly, through the mediating role of customer satisfaction. These findings highlight the importance of adopting advanced digital tools, optimizing operational processes, and enhancing customer experiences to achieve superior business outcomes. The study contributes valuable insights into the strategic factors driving online retail success in a rapidly evolving digital economy.
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1. INTRODUCTION 
The speedy development of digital technology has radically changed the global business environment, especially in the retail sector. In Jakarta, Indonesia's capital and economic center, the online retail market has witnessed tremendous growth, driven by rising internet penetration, changing consumer behavior, and technological advancements. This digital revolution has reshaped the way businesses are conducted, forcing online retailers to respond to changing market dynamics to stay competitive and achieve sustainable growth [1], [2].
Digital transformation, such as the adoption of advanced technologies and digital tools, is currently a primary driver of operational efficiency and customer engagement in the online retailing industry. Firms that leverage these technologies can automate operations, reduce costs, and enhance the overall customer experience [3]. Digital transformation alone, however, is not sufficient to guarantee success. An effective operational strategy is also needed, providing a platform for coordinating resources, capabilities, and goals to optimize business performance [4].
Customer satisfaction, a key driver of customer retention and loyalty, is now a crucial dimension in the online business competitive environment. They are more likely to return, refer services, and sustain long-term business growth. The interplay between digital change, operations strategy, and customer satisfaction unearths the need for a strategic whole to achieve higher online business retail performance [5].
With the plethora of studies on digital transformation and e-commerce, very few studies have looked at Jakarta's online retailing industry specifically. This study aims to close this gap by investigating the role of digital transformation, operational strategy, and customer satisfaction in shaping the performance of online retailing firms in Jakarta.
The rapid growth of e-commerce businesses has created an increasingly competitive environment in Jakarta. Businesses are consistently faced with leveraging digital technology, simplifying business models, and coping with fluctuating customer demands. Digital change has vast opportunities for efficiency and innovation but executing it is the problem for most businesses, including resource alignment as well as adoption into business practices [6]. Similarly, operational strategy too falls short of addressing dynamic market needs, thus leading to inefficiencies and uninspiring performance.
Customer satisfaction is another critical issue since online customers demand seamless experiences, quality services, and personalized interactions. These aspects, if ignored, tend to have negative impacts on business performance, including decreased customer loyalty and market share. Despite all these problems, few studies discuss the correlation among digital transformation, operational strategy, and customer satisfaction and how all of them together impact online retail business performance in Jakarta.
This study will attempt to fill the gaps listed in the problem statement through the following objectives:
1) To examine the direct effect of digital transformation on business performance of online retail businesses in Jakarta.
2) To evaluate the impact of operational strategy on business performance in the online retail sector.
3) To explore the mediating role of customer satisfaction in the relationship between digital transformation, operational strategy, and business performance.
4) To provide hands-on guidance and strategic recommendations to businesses in Jakarta that are online to enhance performance through leveraging online resources, optimizing organizational processes, and facilitating customer satisfaction. 

2. LITERATURE REVIEW 
2.1 Digital Transformation in Online Retail
Digital transformation involves the adoption and integration of digital technologies to fundamentally alter business processes, customer interactions, and value propositions [7]. In the context of online retail, this transformation includes the use of e-commerce platforms, artificial intelligence (AI), big data analytics, and mobile applications, which enhance operational efficiency, increase scalability, and equip retailers with tools to better understand and meet customer needs [8]. In Jakarta, the growing adoption of digital technologies among online retailers reflects the broader trend of digital innovation in Southeast Asia, although challenges such as inadequate infrastructure, cybersecurity concerns, and resistance to change continue to hinder full-scale digital transformation [9].
2.2 Operational Strategy and Business Performance
Operational strategy refers to the alignment of business processes, resources, and capabilities with organizational goals to achieve a competitive advantage [9]. In online retail, an effective operational strategy encompasses inventory management, supply chain optimization, and customer service excellence, playing a critical role in driving efficiency, reducing costs, and enhancing customer satisfaction [10]. For online retailers in Jakarta, operational strategies must account for unique market conditions, such as traffic congestion, delivery logistics, and diverse customer preferences, where the strategic integration of digital tools with operational practices has been shown to improve overall business performance [11].
2.3 Customer Satisfaction and Loyalty in Online Retail
Customer satisfaction, a measure of how well a business meets or exceeds customer expectations, is influenced in the online retail context by factors such as website usability, product quality, delivery speed, and after-sales service [12]. Research highlights customer satisfaction as a key driver of customer loyalty, repeat purchases, and positive word-of-mouth [13]. In Jakarta's competitive online retail market, customer satisfaction plays a pivotal role in determining business success, as satisfied customers are more likely to engage with retailers and contribute to long-term profitability [14]. Furthermore, the digitalization of customer service processes, such as chatbots and personalized recommendations, has significantly enhanced customer satisfaction in online retail [12].
2.4 Research Gaps
Although the existing literature provides valuable insights, few studies focus on the specific context of online retail in Jakarta. Factors such as the unique digital ecosystem, cultural diversity, and logistical challenges in Jakarta remain underexplored. This study seeks to address these gaps by examining the effects of digital transformation, operational strategy, and customer satisfaction on the performance of online retail businesses in Jakarta, providing context-specific insights and actionable recommendations. 

3. METHODS 
3.1 Research Design
This study employs a quantitative research design to explore the relationships among the variables. A cross-sectional approach was adopted, collecting data at a single point in time to provide a snapshot of the current dynamics within Jakarta’s online retail industry. The primary aim is to analyze how digital transformation and operational strategies influence customer satisfaction and overall business performance using empirical data.
3.2 Population and Sample
The population of this study consists of online retail businesses operating in Jakarta. The sample was selected using purposive sampling, targeting respondents with managerial or operational roles in these businesses who are familiar with digital transformation initiatives and customer satisfaction strategies. A total of 115 respondents participated in the study.
The sample size aligns with the minimum requirements for conducting Structural Equation Modeling - Partial Least Squares (SEM-PLS), ensuring robust statistical analysis. The demographic profile of the respondents includes a mix of small, medium, and large online retailers, providing diverse perspectives on the research topic.
3.3 Data Collection Techniques
Data were collected through a structured questionnaire distributed online to the selected respondents. The questionnaire was designed to capture information about the respondents’ perceptions of digital transformation, operational strategies, customer satisfaction, and business performance. To enhance the reliability and validity of the data, the questions were pre-tested and refined based on feedback from a pilot study involving 10 respondents.
3.4 Measurement Instruments
The questionnaire consists of multiple items for each construct, measured using a Likert scale ranging from 1 (strongly disagree) to 5 (strongly agree). The constructs and their respective measurement indicators are as follows:
Digital Transformation: Indicators include the adoption of digital tools, use of data analytics, integration of technology in operations, and digital customer engagement.
Operational Strategy: Indicators include supply chain optimization, inventory management, resource allocation, and process efficiency.
Customer Satisfaction: Indicators include satisfaction with product quality, delivery services, website usability, and customer support.
Business Performance: Indicators include sales growth, market share, customer retention, and profitability.
3.5 Data Analysis Methods
The collected data were analyzed using Structural Equation Modeling - Partial Least Squares (SEM-PLS) with the SmartPLS 3 software, a powerful tool for analyzing complex relationships between latent variables and well-suited for exploratory studies like this one. The analysis process involved three key steps: first, the measurement model assessment, where the reliability and validity of the constructs were tested using Cronbach's alpha, composite reliability (CR), and average variance extracted (AVE); second, the structural model assessment, which evaluated the significance of the hypothesized relationships by examining path coefficients, t-statistics, and p-values, with the bootstrapping technique (5,000 resamples) used to ensure robustness; and third, mediation analysis, where customer satisfaction was tested as a mediating variable between digital transformation, operational strategy, and business performance.

4. RESULTS AND DISCUSSION 
4.1 Demographic Characteristics of the Sample
The demographic profile of the 115 respondents highlights key characteristics, including gender, age, education, roles, and experience. Male respondents dominate (62%), while 75% are aged 20–40, indicating a young workforce. Most respondents (50%) hold a bachelor’s degree, showcasing a well-educated sample. Diverse professional roles include operations managers (30%), marketing managers (25%), IT specialists (20%), and others, ensuring varied perspectives. Additionally, 70% have 2–10 years of online retail experience, reflecting significant expertise.
4.2 Descriptive Statistics
The data analysis of 115 respondents revealed the following mean scores for each construct: Digital Transformation scored 4.21, indicating a high adoption of digital tools and technologies; Operational Strategy scored 4.03, reflecting a strong focus on efficient resource utilization and supply chain optimization; Customer Satisfaction scored 4.36, showcasing high levels of satisfaction with delivery speed, product quality, and customer service; and Business Performance scored 4.12, demonstrating consistent growth in sales, market share, and profitability.
4.3 Measurement Model Assessment
The measurement model was evaluated for reliability and validity, showing strong results across all metrics. Cronbach's alpha values ranged from 0.85 to 0.92, confirming high internal consistency. Convergent validity was established with composite reliability (CR) values exceeding 0.7 and average variance extracted (AVE) values above 0.5 for all constructs. Discriminant validity was verified using the Fornell-Larcker criterion, ensuring that each construct was distinct from the others.
4.4 Structural Model Assessment
The structural model was evaluated through path coefficients, t-statistics, and p-values to test the proposed hypotheses, with bootstrapping (5,000 resamples) employed to confirm the robustness of the findings. Hypothesis testing revealed the following results: Digital transformation significantly influenced business performance (H1: Path Coefficient = 0.41, t-Statistic = 4.32, p < 0.001), and operational strategy had a similarly positive effect on business performance (H2: Path Coefficient = 0.37, t-Statistic = 3.89, p < 0.001). Customer satisfaction was identified as a critical factor, strongly enhancing business performance (H3: Path Coefficient = 0.48, t-Statistic = 5.21, p < 0.001).
The mediating role of customer satisfaction was also confirmed. Digital transformation indirectly influenced business performance through customer satisfaction (H4: Indirect Effect = 0.23, t-Statistic = 3.45, p < 0.001), highlighting the importance of improved customer experiences in maximizing the benefits of digital initiatives. Similarly, operational strategy indirectly impacted business performance via customer satisfaction (H5: Indirect Effect = 0.21, t-Statistic = 3.12, p = 0.002), demonstrating that customer satisfaction amplifies the effectiveness of well-executed operational strategies. These findings underscore the interconnected nature of digital transformation, operational strategy, and customer satisfaction in driving business success.
DISCUSSION
Digital Transformation and Business Performance
The findings confirm that digital transformation significantly enhances the performance of online retail businesses in Jakarta. This aligns with prior studies highlighting the role of digital technologies in improving operational efficiency, market responsiveness, and customer engagement [15]. Retailers in Jakarta have leveraged e-commerce platforms, mobile apps, and data analytics to streamline their operations and cater to evolving consumer demands.
Operational Strategy and Business Performance
The positive relationship between operational strategy and business performance emphasizes the importance of efficient resource allocation, supply chain management, and process optimization. These results echo the work of [16], who found that well-executed operational strategies are critical for maintaining a competitive edge in the retail sector.
Customer Satisfaction as a Mediating Variable
Customer satisfaction emerged as a significant mediating variable, strengthening the impact of both digital transformation and operational strategy on business performance. This finding underscores the critical role of customer-centric approaches in the online retail industry. By integrating digital tools and efficient operational practices, businesses can enhance the customer experience, leading to increased loyalty and profitability [17].
Implications for Practice
The results highlight several actionable insights for online retailers in Jakarta:
Invest in Digital Tools: Retailers should prioritize technologies such as AI-driven analytics and customer relationship management (CRM) systems to improve decision-making and enhance customer engagement.
Optimize Operations: Streamlined supply chain processes and resource management can significantly enhance efficiency and reduce costs.
Focus on Customer Experience: Delivering superior customer service, ensuring product quality, and addressing consumer feedback can foster long-term customer loyalty.
Research Contributions
This study contributes to the literature by providing empirical evidence on the interplay of digital transformation, operational strategy, and customer satisfaction in Jakarta's online retail context. It bridges the research gap by offering localized insights into the factors influencing business performance in a rapidly growing digital economy.
Limitations and Future Research
Although the findings provide valuable insights, this study is not without limitations. The sample size was relatively small, and the focus was limited to Jakarta, reducing the generalizability of the results. Future research could expand the geographic scope and examine additional variables such as organizational culture and regulatory factors.

5. CONCLUSION
This study provides empirical evidence on the critical roles of digital transformation, operational strategy, and customer satisfaction in driving the performance of online retail businesses in Jakarta. The findings highlight that adopting digital tools and technologies significantly enhances business performance by improving operational efficiency and customer engagement. Efficient resource management, supply chain optimization, and process improvements are shown to directly contribute to better performance outcomes. Furthermore, customer satisfaction acts as a mediating factor, amplifying the effects of digital transformation and operational strategies, underscoring the importance of customer-centric approaches. These insights stress the need for online retailers to invest in advanced digital solutions, implement robust operational strategies, and prioritize customer satisfaction to thrive in a competitive digital economy.
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The practical implications of this study suggest that retailers can leverage these findings to refine their operational and digital strategies while maintaining a strong focus on customer satisfaction to ensure sustainable growth and profitability. Future research could expand on this foundation by exploring a broader geographic scope, larger sample sizes, and additional variables such as organizational culture and external market dynamics to gain a more comprehensive understanding of the factors influencing online retail performance. Ultimately, this study serves as a strategic guide for practitioners and policymakers aiming to foster growth and innovation in the online retail sector in Jakarta and similar urban environments.
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