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Objective: This study aims to design and test a structural model of customer experience
management (CEM) to achieve competitive advantage in the Iranian automotive industry.
Methodology: This applied and correlational research employed a mixed-method design. In the
qualitative phase, semi-structured interviews were conducted with 15 automotive industry
experts, and validity and reliability were confirmed. In the quantitative phase, data were
collected using a researcher-made questionnaire from 196 automotive managers selected through
simple random sampling. The structural equation modeling (SEM) technique was applied using
Amos software. Convergent validity was tested through average variance extracted (AVE),
while construct reliability was verified by Cronbach’s alpha and composite reliability (CR).
Model fit indices such as RMSEA, CFI, GFI, and AGFI were used to assess the model’s
adequacy.

Findings: Results showed that all structural paths were statistically significant at the 0.05 level.
Causal factors (customer relationship management, organizational learning, and lifecycle
enhancement) significantly influenced the core phenomenon (employee, organizational, and
customer information). The core phenomenon positively affected strategic empowerment and
digital marketing strategies. Contextual factors (trust-building, participatory culture, experiential
marketing) and intervening factors (automotive monopoly, regulations, traditional and risk-
averse culture) also had significant positive effects on strategies. Furthermore, empowerment
and digital marketing strategies enhanced brand equity, customer loyalty, and corporate social
responsibility. Fit indices (CFI=0.95, RMSEA=0.071) confirmed the model’s adequacy.
Conclusion: The study confirms that effective customer experience management serves as a
strategic enabler of sustainable competitive advantage in the automotive sector. Enhancing
digital marketing capabilities, fostering organizational learning, and cultivating trust-based
relationships are critical for success. The proposed structural model provides actionable insights
for managers to strengthen customer loyalty, brand value, and overall organizational
performance.

Keywords: Customer Experience Management; Competitive Advantage; Automotive Industry;
Structural Equation Modeling; Digital Marketing
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EXTENDED ABSTRACT
Introduction

In today’s hypercompetitive marketplace, customer experience management (CEM) has emerged
as a critical determinant of long-term organizational success. CEM goes beyond traditional marketing or
service quality metrics, encompassing the emotional, cognitive, and behavioral interactions between
customers and brands (Mohammadian & Naeli, 2019). Organizations that strategically manage customer
experience gain sustainable competitive advantages, not merely by offering products but by creating
memorable, consistent, and emotionally resonant interactions across all touchpoints (Kandampully &
Solnet, 2018). The digital transformation of industries, fueled by artificial intelligence (Al), big data, and
machine learning, has further intensified the strategic relevance of customer experience, particularly in
sectors such as automotive manufacturing, telecommunications, and e-commerce (Elsafty & Hesham, 2025;
Siow et al., 2025).

Recent developments show that technology-driven customer interactions enhance personalization,
responsiveness, and trust—key components in fostering customer retention and loyalty (Giang et al., 2025).
The integration of Al-powered analytics into customer experience processes allows firms to predict needs
and personalize engagement, thereby increasing satisfaction and brand equity (Akin, 2024). As
(Kandampully et al., 2018) argues, modern service systems must evolve from transactional relationships to
emotional experiences rooted in trust and co-creation. Similarly, (Sugiato et al., 2023) emphasizes that
relationship marketing, service quality, and customer relationship management collectively drive long-
term retention and value creation.

In Iran’s automotive industry, customer experience management is an emerging strategic domain.
Historically, automakers have focused on production efficiency and price competition rather than
customer engagement. However, increasing digitalization, shifting consumer expectations, and intensified
market competition now demand a transition toward experience-oriented strategies (Saeedi et al., 2021).
Prior studies highlight that customer trust, participatory culture, and learning-oriented structures are
essential foundations for successful CEM implementation (Alkitbi et al., 2021). Moreover, challenges such
as traditional organizational culture, regulatory rigidity, and technological inertia have impeded digital
experience transformation in many developing economies (Seyedi & Darroudi, 2020; Zare & Mokhtari, 2021).

Empirical evidence also suggests that customer experience acts as a mediator between perceived
value and loyalty intentions (Banik & Sinha, 2022). As customers increasingly expect seamless and
emotionally engaging interactions, organizations must integrate customer insights into their strategic
decision-making processes (Darvishi, 2022). According to (Auniel & Mokaya, 2018) and (Hossain et al.,
2018), relationship quality and responsiveness significantly influence satisfaction and repeat patronage in
service contexts. Similarly, in digital platforms, trust and transparency are becoming more important than
price competition in determining customer retention (Viriri & Phiri, 2017).

In addition, digital marketing and Al technologies have redefined customer engagement
mechanisms. (Parsakia & Jafari, 2023) found that Al-based strategies in online markets significantly
enhance cognitive and emotional engagement, while (Siow et al., 2025) demonstrated that chatbot adoption
in e-retailing improves both customer satisfaction and efficiency. However, (Dassanayake & Herath, 2020)
cautions that technological tools alone cannot create loyalty unless embedded within customer-centric
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cultures. Therefore, the most effective CEM frameworks integrate technological innovation, employee
empowerment, and organizational learning (Sugiato et al., 2023).

The current study was designed to develop and test a structural model of customer experience
management in Iran’s automotive sector. It aimed to identify the causal, contextual, and intervening
factors influencing customer experience, as well as the strategies and outcomes related to empowerment
and digital marketing. By integrating qualitative insights and quantitative validation, this study contributes
to both theoretical understanding and practical implementation of CEM for sustainable competitive
advantage in emerging markets.

Methods and Materials

This research employed a mixed-method approach comprising qualitative exploration and
quantitative validation. In the qualitative phase, semi-structured interviews were conducted with 15 senior
experts in the Iranian automotive industry to identify key dimensions and relationships of customer
experience management. Data were analyzed using open, axial, and selective coding following the
grounded theory methodology. The extracted concepts were then used to design a conceptual model for
empirical testing.

In the quantitative phase, a structured questionnaire was developed based on qualitative findings
and existing literature. The questionnaire was distributed among 196 automotive industry managers
selected through simple random sampling. The study adopted a descriptive-correlational design with an
applied purpose. Data analysis was conducted using Structural Equation Modeling (SEM) via AMOS
software. Construct validity was assessed using Average Variance Extracted (AVE), while internal
consistency was tested through Cronbach’s alpha and Composite Reliability (CR). Model fit indices such
as x?/df, RMSEA, GFI, CFIl, and AGFI were used to confirm the adequacy of the structural model.

Findings

The structural model demonstrated good fit indices (CFI = 0.95, RMSEA = 0.071), indicating high
consistency between the conceptual and empirical models. All hypothesized relationships were
statistically significant at the 0.05 level.

The causal factors—customer relationship management, organizational learning, and
organizational lifecycle—exerted a strong positive effect on the core phenomenon of “enhancing
knowledge and information exchange among employees, organization, and customers.” This core
phenomenon, in turn, significantly influenced organizational empowerment strategies and digital
marketing development.

Contextual factors, including corporate trust-building, participatory organizational culture, and
experiential marketing, positively affected empowerment strategies. Intervening conditions, such as
regulatory frameworks, industry monopoly, and traditional, risk-averse cultural orientations, exerted
mixed effects on digital marketing strategies—some serving as constraints and others as enablers
depending on organizational adaptability.

Empowerment and digital marketing strategies significantly improved organizational outcomes,
including brand equity, customer loyalty, and corporate social responsibility performance. Among these,
digital marketing had the most substantial indirect effect on loyalty through improved personalization,
responsiveness, and data-driven decision-making.

Discussion and Conclusion
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The findings of this study underscore that customer experience management operates as a
multidimensional and dynamic construct that integrates organizational, technological, and cultural
elements. The confirmation of strong relationships among customer relationship management,
organizational learning, and customer knowledge enhancement aligns with (Sugiato et al., 2023) and (Saeedi
etal., 2021), who emphasized the interplay between service quality, learning culture, and CRM in retaining
customers. This indicates that in the Iranian automotive context, enhancing internal knowledge systems is
not just supportive but essential to creating superior customer experiences.

The significant impact of empowerment and digital marketing strategies on loyalty and brand
equity supports (Kandampully et al., 2018), who argued that employees are the key architects of customer
experiences. Empowered employees who understand customers’ emotional and functional needs can
deliver value co-creation, which strengthens brand trust. Similarly, (Rahimi Baghmalek et al., 2019)
demonstrated in the hospitality industry that employee awareness of customer expectations directly
contributes to experiential satisfaction and repeat purchase behavior.

The role of contextual factors such as participatory culture and trust-building also reinforces prior
research by (Hossain et al., 2018) and (Alkitbi et al., 2021), who highlighted trust and transparency as
indispensable components of relationship continuity. These findings are particularly relevant in emerging
markets where customer skepticism is high, and institutional trust may be fragile. In such settings, firms
that prioritize open communication and participatory service design can foster stronger emotional bonds
with their customers.

On the other hand, intervening factors such as rigid regulations, monopolistic structures, and
traditional management cultures were found to constrain the evolution of digital marketing and innovative
service models. This finding echoes the results of (Zare & Mokhtari, 2021) and (Darvishi, 2022), who
observed that bureaucratic systems and inflexible governance hinder digital customer engagement in
Iranian organizations. Similarly, (Dassanayake & Herath, 2020) pointed out that risk-averse organizational
cultures inhibit adaptive behavior, resulting in customer dissatisfaction.

The study also provides empirical support for the argument that digital marketing and Al-enabled
technologies enhance customer loyalty through personalization and predictive analytics. This is consistent
with (Elsafty & Hesham, 2025; Giang et al., 2025; Siow et al., 2025), who showed that Al-driven customer
interfaces improve responsiveness and emotional resonance. In the context of Iranian automakers, the
adoption of Al-powered systems can bridge the service quality gap between customers’ expectations and
actual experience.

Moreover, the positive association between empowerment strategies and corporate social
responsibility (CSR) indicates that ethical and social considerations are increasingly shaping customer
perceptions. Studies by (Viriri & Phiri, 2017) and (Seyedi & Darroudi, 2020) similarly concluded that ethical
alignment between organizations and customers strengthens long-term loyalty. This suggests that future
CEM frameworks in developing economies must incorporate CSR as a key experiential driver, not just a
reputational tool.

Finally, the findings support the integrative framework proposed by (Parsakia & Jafari, 2023), in
which Al and digital platforms serve as enablers of emotional engagement and long-term retention. The
convergence of human insight, data analytics, and organizational agility thus defines the new frontier of
customer experience management.
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In conclusion, this study provides theoretical and empirical evidence that customer experience
management functions as both a strategic capability and a cultural orientation. For the Iranian automotive
sector, effective CEM requires the alignment of technological innovation, human capital development,
and regulatory flexibility. Organizations that cultivate learning-oriented cultures, trust-based
relationships, and data-driven strategies are more likely to achieve sustainable competitiveness and
enhanced customer loyalty.
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