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Abstract

Indonesia's pursuit of an empowered economy aligns with its broader goal of
achieving sustainable prosperity. This transition necessitates a comprehensive
approach that integrates economic, environmental, and social dimensions. A key
component of this strategy is the empowerment of Indonesian citizens, particularly
those in the traditional sector, to drive economic growth and reduce poverty. This
study aims to provide a comprehensive overview of current research related to
economic empowerment for sustainable welfare in Indonesia. The method used in
this research is Systematic Literature Review, referring to various literatures
published between 2015 to 2024. The results of this study show that by
implementing structural reforms, optimizing natural resource management, and
strengthening the industrial sector, Indonesia can build a resilient and inclusive
economy. Moreover, investing in renewable energy, developing sustainable
infrastructure, and fostering community empowerment are essential for realizing a
sustainable future. Through a concerted effort by the government, private sector,
and civil society, Indonesia can position itself as a global leader in realizing
sustainable economic empowerment and prosperity.
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1. Introduction

Indonesia, as one of the largest economies in Southeast Asia, is currently facing
significant challenges in transforming its economy into a more sustainable and
inclusive one. Various factors, including the impacts of the COVID-19 pandemic
which worsened poverty and development disparities, underscore the need to design
strategies that integrate economic, social, and environmental dimensions (Quyen,
2020; Amirudin et al., 2024). The primary goal is to promote economic growth that
not only focuses on financial profits but also on long-term sustainability that benefits
all layers of society. Economic empowerment of communities has become a key
element in Indonesia's development strategy toward more equitable prosperity. As
noted by Sarjiyanto et al. (2022), community empowerment is an important process
to enhance the capacity of individuals and groups to face development challenges, as
well as to create positive social change. Projects like the District Development
Program are examples of how empowerment can create economic opportunities and
strengthen the social capacity of communities. In addition, the digital economy
sector has emerged as a transformative force that can accelerate the transition to a
more inclusive economy. According to Aniqoh (2020) and Shah (2022), the digital
sector, particularly e-commerce, provides opportunities for small and medium-sized
enterprises (SMEs) to grow, which in turn supports economic sustainability.

Beyond economic empowerment and digital technology, the concept of the Blue
Economy is also becoming important in the context of Indonesia, a maritime country
with abundant natural resources (Pamela & Indrawati, 2022). Prayuda (2019) and
Ramadhan et al, (2024) emphasizes that the Blue Economy can offer solutions to
achieve a balance between economic growth and environmental preservation,
especially through the empowerment of coastal communities vulnerable to economic
and environmental changes. In this regard, sustainable tourism also holds great
potential to support Indonesia’s economic transition. According to Kuncoroyekti et
al. (2023), the development of the digital and creative economy within the tourism
sector can drive environmentally-friendly growth.

Through the combination of community empowerment, the development of the
digital sector, and the concept of the Blue Economy, Indonesia can advance a more
sustainable economic transition. With policies that support efficient natural resource
management and strengthen the industrial sector, Indonesia has the potential to
build a more inclusive and resilient economy, ultimately leading to more sustainable
prosperity. This article will explore in depth how economic empowerment, digital
economy, and natural resource management can mutually support creating an
inclusive and sustainable economic transition in Indonesia.

2. Literature Review

Indonesia’s transition toward an empowered economy is central to its broader
goal of achieving sustainable prosperity (Komarudin et al., 2023; Davlyatbekovna,
2024). This transition requires a multifaceted approach that integrates economic,
environmental, and social dimensions to create a resilient and inclusive economy.
The empowerment of citizens, particularly those in traditional sectors, plays a vital
role in driving economic growth and reducing poverty. This literature review
synthesizes studies related to economic empowerment, sustainable development, and
inclusive growth, with a specific focus on how these concepts are vital for Indonesia's
transformation. Economic empowerment is crucial for Indonesia’s sustainable
welfare (Ologbenla, 2021; Irawan, 2023). Several scholars emphasize the importance
of empowering local communities, especially in rural and traditional sectors.
Sarjiyanto et al. (2022) underscore that community empowerment fosters social
cohesion and supports long-term development by enabling collective action and
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building social capital. In this context, empowerment must address economic,
political, and social dimensions to ensure comprehensive development. Furthermore,
access to education and skills development plays a significant role in enhancing
economic opportunities. Ponto (2028) highlights that education and technical
training enhance productivity, providing individuals with better job prospects and
contributing to poverty alleviation and economic resilience. This is critical for
preparing the workforce for an economy increasingly driven by technological
advancements and sustainable practices.

A notable approach to empowering communities is the Blue Economy,
particularly for Indonesia's coastal populations. Prayuda (2019) discusses the
principles of Blue Economy, which focus on sustainability, inclusivity, and
environmental stewardship. This approach emphasizes the responsible use of marine
resources and offers potential for creating sustainable livelihoods for coastal
communities. By implementing Blue Economy principles, Indonesia can protect its
marine biodiversity while enhancing the economic well-being of coastal populations,
reducing their dependence on unsustainable practices like overfishing. Moreover,
structural reforms and policy frameworks are necessary to support Blue Economy
initiatives, with a focus on improving governance, investing in infrastructure, and
tostering public-private partnerships (Laeeq, 2021). The digital economy is another
key factor driving economic empowerment in Indonesia. According to Aniqoh
(2020), the digital economy revolutionizes sectors by improving access to markets,
education, and job opportunities. The Indonesian government has promoted digital
sector growth through initiatives like the 100 Smart Cities program, boosting e-
commerce and expanding access to services. Kuncoroyekti et al. (2023) emphasize
the role of digital literacy in enabling marginalized communities to benefit from
digital advancements. Digital tools, particularly in sectors like tourism, provide
small businesses with access to global markets, driving inclusive growth. However,
aligning these digital developments with sustainable development goals (SDGs) is
essential to prevent exacerbating social inequalities or environmental degradation.

Increasing productivity across various sectors is fundamental to Indonesia's
economic transition. Ponto (2023) discusses how higher productivity enables faster
economic growth, enhances resource utilization, and reduces poverty. However,
challenges persist, especially in informal and agricultural sectors, where skill
development and technology adoption are crucial. Moreover, the creation of an
innovation-friendly ~environment, supported by appropriate policies and
infrastructure, is essential to improving productivity and ensuring sustainable
growth (Surya, 2021). This is particularly significant as Indonesia seeks to diversify
its economy and reduce its reliance on fossil fuels. Sustainable infrastructure is a key
pillar in Indonesia’s economic transition. Sarjiyanto et al. (2022) argue that
infrastructure development in renewable energy, transportation, and water
management is critical for Indonesia’s long-term economic sustainability.
Furthermore, community-based development models, particularly in rural areas,
ensure local populations are involved in the decision-making process. This
participatory approach ensures that infrastructure projects address local needs and
contribute to social inclusion (Prayuda, 2019). These efforts are aligned with broader
goals of reducing social inequality and promoting environmental sustainability.

Despite the opportunities presented by economic empowerment and sustainable
development, Indonesia faces several challenges (Dupree, 2021). These include
infrastructure deficits, technological gaps, bureaucratic inefficiencies, and social
inequalities that hinder the participation of marginalized groups (Kuncoroyekti et
al., 2023). To overcome these challenges, comprehensive policy reforms are needed.
Sarjiyanto et al. (2022) suggest the importance of building institutional capacity and
creating inclusive policy frameworks that address social protection, education, and
healthcare while ensuring sustainable resource management. Public-private
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partnerships and collaborative efforts between the government, civil society, and the
private sector are essential to overcoming these barriers and ensuring a just
transition toward a more empowered economy. Indonesia’s journey towards an
empowered economy is deeply intertwined with its aspirations for sustainable
prosperity. This transition requires a holistic approach that incorporates economic,
environmental, and social considerations. The empowerment of citizens, particularly
those in traditional sectors, is pivotal in driving sustainable growth and reducing
poverty. By implementing strategies such as community empowerment, Blue
Economy principles, digital economy initiatives, productivity enhancement, and
sustainable infrastructure development, Indonesia can position itself as a leader in
sustainable economic transformation. However, overcoming existing challenges and
implementing inclusive, robust policy frameworks will be essential to ensure that all
segments of society benefit from this transition.

3. Methods

This systematic literature review uses the PRISMA method adopted from Page
MJ, McKenzie JE, Bossuyt PM, Boutron I, Hoffman TC, Mulrow CD, and others.
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Figure 1. PRISMA Methodology
The literature review process involves three stages: (1) Identification, (2)
Screening, and (3) Selection. It is crucial to define research questions clearly to align
with the study’s objectives. Articles were then examined based on predetermined
inclusion and exclusion criteria.

Table 1. Article Selection Criteria

1: Inclusion Criteria Exclusion Criteria
) Research articles are written in Research articles are not written in
English. English.
9 Research articles were published Research articles were not published
between 2014-2024. between 2014-2024.
The research article deals with the The research article is not concerned
3 phenomenon, factors, and impact of with the phenomenon, factors, and
empowered economic in Indonesia. impact of empowered economic in
Indonesia.
Research articles are published in Research articles are not published in
4 international journals or have been international journals or have been

presented at international conferences.

presented at international conferences.
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The research method utilized in this scientific paper is the literature review
approach. As defined by Burns & Groove in Brink & Walt (2009), a literature
review—often referred to as a "literature review"—is the process of identitying,
reading, comprehending, and synthesizing findings and theories from existing
research, presenting these in a structured format. Data for this research was sourced
from a range of international scientific journals and articles published on reputable
sites, including ScienceDirect, Scopus, EBSCOhost, Emerald, and ProQuest,
spanning from 2014 to the present. This approach is anticipated to provide eftective
answers to current societal issues, as a literature review compiles insights from prior
studies that have been examined by other scholars (Pitaloka et al., 2021)

4., Results

This systematic review aims to explore the phenomenon, contributing factors,
and impact of economic empowerment in Indonesia. In this section, we address the
research questions by analysing the selected articles. We organized the review
findings by categorizing them according to the title, source, publisher, and key
research outcomes. The systematic literature review of 17 research articles yielded
the following results. The reviewed literature provides a diverse and comprehensive
perspective on Indonesia's economic development strategies, focusing on various
aspects such as regional, national, and global concerns. Tegor et al. (2024) explore
the economic development challenges and opportunities in Indonesia's outermost
regions, emphasizing the need for targeted strategies in these areas. Similarly,
Wijokongko (2024 examines policies aimed at fostering economic empowerment to
achieve common prosperity for all Indonesians. Bangsawan (2024) delves into
sustainable innovation as a key to transforming Indonesia's inclusive island
economies. Complementing these views, Prasetya and Ali (2024) offer a bibliometric
analysis of Indonesia's green economy development from a global perspective,
outlining strategic policy recommendations.

Research from Kuncoroyekti et al. (2023) highlights the role of digital and
creative economies in unlocking Indonesia’s tourism potential while ensuring
sustainable development. Ponto (20238) aligns with this by focusing on productivity
enhancement as a pathway to achieving decent work and economic growth, which
aligns with Goal 8 of the Sustainable Development Goals (SDGs). The green
economy theme is further explored by Anggraeni et al. (2023), who discuss natural
resource utilization through sustainable indicators, and Wahida and Uyun (2023),
who examine Indonesia’s efforts in realizing sustainable economic growth. Solechah
and Sugito (2023) analyze Indonesia's sustainable economic development priorities
within the context of its G-20 Presidency.

The earlier studies by Darma (2022) and Rachmawati et al. (2021) address
community empowerment and its sustainability as a development strategy,
particularly in tourism development. Fitriya and Aniqoh (2020) focus on the digital
economy's role in enhancing sustainable economic development, while Arfah and
Samiha (2020) provide insights into empowering small and medium enterprises
(SMESs) for capacity strengthening. Prayuda (2019) examines Indonesia's approach
to implementing the blue economy concept to empower coastal communities amid
ASEAN economic integration. Historical perspectives are offered by Juhro (2015)
and Kholis (2015), who investigate challenges and strategies for sustainable
economic growth and the role of Islamic economics in achieving social welfare,
respectively. Finally, Astuti and Ketut (2014) emphasize strategies for empowering
local economies as a means of alleviating poverty in Indonesia. These studies
collectively underscore Indonesia’s multi-faceted approach to economic
development, balancing sustainability, inclusivity, and innovation.
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The results highlight that Indonesia’s journey toward an empowered economy is
rooted in its ambitious goal of achieving sustainable prosperity. This discussion
synthesizes various studies on Indonesia’s socio-economic transformation, especially
in the context of empowerment, inclusivity, and environmental sustainability.
Through strategic investments in green innovation, digital finance, and regional
development, Indonesia is paving a path toward a resilient economy that benefits all
segments of society. Economic empowerment and inclusion are central to
Indonesia’s transition strategy. Indonesia’s historical economic policies, though
effective in fostering growth, often overlooked poverty alleviation and inequality,
particularly among marginalized groups and women (Astuti & Ketut, 2014). To
address these issues, recent research underscores the need for structural reforms that
foster broader economic participation and empower citizens, especially in traditional
and underserved sectors. The importance of inclusive institutions is further explored
by Juhro (2023), who highlights that entrenched power structures limit the reach of
economic growth to the wider population. By diversitying the economy and reducing
over-reliance on export-driven growth, Indonesia can build resilience and foster
economic inclusivity. Structural reforms focused on local industry development are
essential to bridging socio-economic gaps, creating jobs, and enhancing welfare
across all communities.

Achieving sustainable prosperity in Indonesia requires coordinated policy efforts
across government, private sectors, and civil society. Anggraeni et al. (2023)
highlight the critical role of the Ministry of Finance in allocating resources to
support green infrastructure projects and sustainable economic initiatives. However,
fiscal constraints necessitate innovative policies and efficient budget allocations to
prioritize long-term sustainability over short-term economic challenges. Indonesia’s
empowered economy transition is complex, requiring the integration of economic,
environmental, and social priorities. Structural reforms are essential to realizing a
more resilient, inclusive economy. As Prayuda (2019) notes, initiatives like the Blue
Economy in coastal communities exemplify how sustainable economic models can
enhance welfare while protecting the environment. Indonesia’s future prosperity
depends on a cross-sectoral approach involving all societal stakeholders, from
government and private sector players to local communities. By building on existing
community assets, investing in sustainable infrastructure, and fostering digital and
green innovations, Indonesia has the potential to become a global benchmark for
sustainable economic empowerment. Through continued collaboration and adaptive
policies, Indonesia’s pathway toward sustainable prosperity is not only achievable
but also offers valuable lessons for other developing economies.

5. Conclusion

Indonesia's transition toward a sustainable and empowered economy presents
both opportunities and challenges. The study identifies key areas for growth,
emphasizing the importance of adopting a multidimensional approach that
integrates economic, environmental, and social objectives. Strong policy
frameworks, focused on long term sustainability, are essential for guiding
sustainable transformation. Investments in sustainable infrastructure are critical for
long-term resilience. Additionally, empowering local communities through
education, skills development, and active participation in decision-making is vital for
fostering inclusive growth and sustainability. The development of Micro, Small, and
Medium Enterprises (MSMEs) plays a crucial role in building a sustainable
economy, especially in marginalized communities. Expanding access to capital,
training, and resources can enhance MSME competitiveness and resilience.
Sustainable tourism, supported by digital platforms, can create inclusive
development opportunities and bolster local economies. Moreover, investments in
education and digital transformation are necessary to equip Indonesia's youthful

314 | Research Horizon



Indonesia's Empowered Economy Transition: A Path to Sustainable Prosperity

workforce with the skills needed for future economic challenges. Collaboration
across sectors—government, private, and civil society—is also crucial to ensuring
the effective implementation of sustainable development initiatives, creating
solutions that address Indonesia's diverse economic and environmental needs.
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