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ABSTRACT  

Digital transformation has become a major driver of global economic change by 

creating new opportunities for enhancing productivity, efficiency, and 

competitiveness. This study aims to analyze the relationship between digital 

transformation, innovation, and sustainable economic growth using a Systematic 

Literature Review (SLR) approach. The study reviewed literature published over the 

last five years and indexed in Google Scholar to identify research trends, drivers, 

barriers, and economic implications of digital transformation. The findings reveal that 

digital transformation positively contributes to economic growth through improved 

operational efficiency, innovation, and knowledge-based resource utilization. Digital 

readiness, innovation, and organizational capabilities play significant roles in 

determining the success of digital transformation. However, inadequate 

infrastructure, limited digital literacy, and resource constraints remain major barriers 

to digital adoption. This study contributes theoretically by integrating digital 

transformation and economic growth perspectives while offering practical 

implications for developing inclusive and sustainable digital economy policies. 
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1. | INTRODUCTION   

The rapid development of digital technology has fundamentally transformed the 

global economic landscape, creating new opportunities and challenges for 

organizations and economies worldwide. The emergence of the digital economy has 

shifted traditional economic activities toward technology-driven systems characterized 

by data utilization, connectivity, and innovation. Digital transformation is increasingly 

recognized as a strategic mechanism for enhancing productivity, efficiency, and 

competitiveness in various economic sectors. As economies continue to evolve in the 

era of Industry 4.0, the integration of digital technologies has become an essential factor 

in sustaining economic growth and improving organizational performance (OECD, 

2020; UNCTAD, 2021). 

Digital transformation refers to the adoption and integration of digital technologies 

that fundamentally alter business models, operational processes, and value creation 

mechanisms. Beyond technological adoption, digital transformation also encompasses 

organizational changes that enable firms and institutions to adapt to dynamic market 

conditions and emerging economic trends. Previous studies have demonstrated that 

digital transformation contributes significantly to operational efficiency, innovation 

capability, and competitive advantage, thereby supporting long-term economic 

development (Vial, 2019; Verhoef et al., 2021). Consequently, digitalization has 

become a central agenda for organizations seeking to maintain resilience and 

sustainability in an increasingly digital economy. 

The role of innovation in economic development has also gained substantial 

attention in recent years. Innovation serves as a key driver of economic growth by 

facilitating knowledge creation, technological advancement, and productivity 

enhancement. The integration of digital technologies with innovative practices enables 

organizations to develop new products, services, and business models that generate 

economic value. Furthermore, digital transformation has been found to accelerate 

market expansion, improve resource utilization, and strengthen economic 

competitiveness in both developed and developing economies (Yoo & Yi, 2022; World 

Bank, 2021). 

Despite its considerable benefits, the implementation of digital transformation 

faces numerous barriers that hinder its effectiveness. Challenges such as limited digital 

capabilities, inadequate infrastructure, financial constraints, and data security concerns 

continue to impede the adoption of digital technologies. In addition, disparities in digital 

readiness across organizations and sectors create unequal opportunities for economic 

participation and growth. The existence of these barriers highlights the importance of 

understanding the factors that drive and inhibit digital transformation in achieving 

sustainable economic outcomes (Ghobakhloo et al., 2022). Evidence from previous 

studies also suggests that organizational readiness plays a crucial role in determining 

the success of digital transformation initiatives (Anatan & Nur, 2023). 
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Although research on digital transformation has expanded significantly, several 

research gaps remain. First, many studies focus on specific regions or industries, 

limiting the generalizability of findings across broader economic contexts. Second, 

previous research predominantly examines small and medium enterprises rather than 

exploring digital transformation from a general economic perspective. Third, limited 

studies integrate innovation, digital readiness, and economic growth within a unified 

framework. Finally, the long-term economic implications of digital transformation 

remain underexplored, particularly through the lens of Resource-Based View and 

Dynamic Capability Theory. 

Therefore, this study aims to systematically review the relationship between digital 

transformation, innovation, and economic growth in the digital era. By synthesizing 

existing literature, this study contributes to the development of a comprehensive 

understanding of how digital transformation influences economic competitiveness and 

sustainable growth. The findings are expected to provide theoretical insights and 

practical implications for policymakers, organizations, and stakeholders in fostering 

inclusive and resilient economic development. 

2. | LITERATURE REVIEW  

Digital Transformation and Digital Economy 

Digital transformation has emerged as one of the most influential phenomena 

shaping modern economies. It refers to the integration of digital technologies into 

organizational processes, business models, and value creation systems to improve 

efficiency and competitiveness. The rapid advancement of technologies such as 

artificial intelligence, cloud computing, big data analytics, and the Internet of Things 

has accelerated the transition toward a digital economy (Teh & Rana, 2023). The digital 

economy is characterized by extensive use of digital infrastructure and information 

systems that facilitate economic activities across industries and regions. 

The transformation toward a digital economy has changed the way organizations 

create and deliver value. Firms increasingly rely on digital technologies to optimize 

operational processes, improve customer experiences, and expand market reach. Digital 

transformation not only enhances productivity but also fosters innovation and economic 

resilience in an increasingly competitive environment (Wibowo, 2024). Consequently, 

digitalization has become an essential component for sustainable economic 

development and long-term growth. 

Previous studies have emphasized that digital transformation extends beyond 

technological adoption and requires organizational changes, strategic alignment, and 

institutional support. Organizations that successfully implement digital transformation 

tend to exhibit stronger adaptive capabilities and superior performance. Therefore, 

understanding digital transformation within the broader context of the digital economy 
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is essential for explaining contemporary economic dynamics and competitiveness in the 

Industry 4.0 era. 

Innovation and Economic Growth 

Innovation has long been recognized as a key driver of economic growth and 

competitiveness. In the digital era, innovation enables organizations to develop new 

products, services, and business models that create value and improve efficiency. The 

increasing integration of digital technologies into economic activities has strengthened 

the relationship between innovation and economic development. Innovation contributes 

to productivity enhancement, market expansion, and resource optimization, thereby 

supporting sustainable economic growth (Ding et al., 2021). 

0The concept of an innovation-driven economy highlights the importance of 

knowledge creation and technological advancement in generating competitive 

advantage. Organizations capable of continuously innovating are more likely to adapt 

to changing environments and respond effectively to market uncertainties. Digital 

transformation further accelerates innovation processes by enabling access to 

information, facilitating collaboration, and supporting data-driven decision-making. 

Empirical studies suggest that innovation and digitalization jointly contribute to 

economic performance and competitiveness. The adoption of digital technologies 

enables organizations to improve operational efficiency while simultaneously creating 

opportunities for innovation (Urbinati et al., 2020). Consequently, economies that 

promote innovation ecosystems and digital readiness are more likely to achieve long-

term economic growth and resilience. The relationship between innovation and digital 

transformation therefore constitutes an important area of study in contemporary 

economic research. 

Drivers and Barriers of Digital Transformation 

The success of digital transformation is influenced by various drivers and barriers 

that determine the level of digital readiness within organizations. Drivers refer to factors 

that facilitate technology adoption and digital innovation, whereas barriers represent 

constraints that hinder digital transformation processes. Understanding these factors is 

essential because they directly affect organizational capabilities and economic 

outcomes. 

Several drivers of digital transformation have been identified in previous studies, 

including technological advancement, competitive pressure, market demand, regulatory 

support, and strategic leadership (Omrani et al., 2022). These factors encourage 

organizations to adopt digital technologies and improve operational efficiency. 

Conversely, barriers such as limited financial resources, inadequate infrastructure, low 

digital literacy, and cybersecurity concerns continue to challenge digital transformation 

efforts. The presence of these obstacles often results in unequal digital adoption across 

sectors and regions. 
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Digital readiness plays a crucial role in determining whether organizations can 

effectively leverage digital technologies to create economic value (Zhen et al., 2021). 

Research indicates that organizations with higher levels of readiness are better 

positioned to exploit digital opportunities and respond to environmental changes. 

Therefore, identifying the drivers and barriers of digital transformation is essential for 

developing policies and strategies that promote sustainable economic development and 

enhance competitiveness in the digital era. 

3. | RESEARCH METHOD  

This study employed a Systematic Literature Review (SLR) approach to 

comprehensively analyze the relationship between digital transformation, innovation, 

and economic growth in the digital era. The SLR method was selected because it 

enables researchers to systematically identify, evaluate, and synthesize existing 

literature to generate evidence-based findings and identify research gaps within a 

specific field. Compared to traditional literature reviews, SLR offers greater 

transparency, replicability, and methodological rigor in the process of collecting and 

analyzing scientific evidence. 

The review process followed established SLR procedures consisting of planning, 

identification, screening, eligibility assessment, and synthesis of findings. During the 

planning stage, research objectives and review questions were formulated to examine 

how digital transformation and innovation contribute to economic growth and 

competitiveness. Subsequently, the literature search was conducted using reputable 

academic databases and search engines, including Google Scholar, Scopus-indexed 

journals, and international publishers. The search process employed keywords such as 

“digital transformation,” “digital economy,” “innovation,” “economic growth,” “digital 

readiness,” and “Industry 4.0.” 

The inclusion criteria were established to ensure the relevance and quality of the 

selected studies. First, only peer-reviewed journal articles, reports, and conference 

papers published over the last five years were included to maintain the timeliness of the 

analysis and support publication. Second, studies had to focus on the relationship 

between digital transformation, innovation, and economic performance from 

organizational or economic perspectives. Third, the selected publications had to be 

indexed in Google Scholar and available in full text. Articles unrelated to digital 

transformation or lacking sufficient empirical or theoretical contributions were 

excluded from the review. 

After the screening process, relevant studies were analyzed through content 

analysis and thematic synthesis. The analysis focused on identifying major themes, 

research trends, theoretical frameworks, drivers and barriers of digital transformation, 

and their implications for economic growth. By integrating findings from diverse 

studies, this research aims to provide a comprehensive understanding of digital 
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transformation in the context of economic development and to formulate future research 

directions for scholars and policymakers. 

4. | RESULTS  

The systematic review findings indicate that digital transformation has become a 

central element in shaping economic competitiveness and sustainable growth in the 

contemporary economy. Across various studies published between 2019 and 2023, 

digital technologies have consistently been identified as strategic resources that enable 

organizations and economies to improve efficiency, productivity, and innovation 

capabilities. The emergence of the digital economy has altered traditional economic 

structures by facilitating new forms of value creation, resource allocation, and market 

interaction. As a result, digital transformation is increasingly viewed not only as a 

technological phenomenon but also as an economic strategy for long-term development 

(OECD, 2020). 

The review reveals that digital transformation significantly contributes to economic 

growth through improvements in operational efficiency and knowledge utilization. 

Digital technologies reduce transaction costs, accelerate information exchange, and 

enhance decision-making processes through data analytics and automation. These 

improvements allow organizations to optimize resource allocation and increase 

productivity, which ultimately stimulates economic performance. Previous studies 

suggest that economies with higher levels of digital adoption tend to experience 

stronger resilience and competitiveness in rapidly changing environments (World 

Bank, 2021). 

Innovation emerged as another key determinant of economic development in the 

reviewed literature. Innovation enables organizations to create new products, services, 

and business models that respond to evolving market demands. The integration of 

digital technologies with innovation practices generates competitive advantages that are 

difficult to imitate. Consequently, innovation-driven economies exhibit greater 

adaptability and long-term sustainability. Research findings emphasize that innovation 

and digital transformation are mutually reinforcing processes that jointly contribute to 

economic progress (Yoo & Yi, 2022). 

The findings further demonstrate that digital transformation extends beyond 

technology implementation and involves organizational change, strategic realignment, 

and institutional adaptation. Organizations undergoing digital transformation 

frequently restructure their operations and develop new capabilities to leverage 

emerging technologies effectively. Such transformations often require investments in 

human capital, digital infrastructure, and knowledge management systems. 

Accordingly, successful digital transformation depends not only on technological 

readiness but also on organizational capabilities and leadership commitment (Vial, 

2019). 

Another important finding concerns the role of digital readiness in determining the 

success of digital transformation initiatives. Digital readiness refers to the ability of 



  
Digital Transformation, Innovation… 

 

41 

organizations to exploit digital technologies and adapt to technological change. Higher 

levels of readiness enable organizations to respond effectively to market disruptions 

and capitalize on emerging opportunities. The reviewed studies consistently show that 

digital readiness positively influences organizational performance, competitiveness, 

and innovation outcomes. This finding aligns with previous evidence indicating that 

readiness serves as a critical determinant of digital transformation success (Anatan & 

Nur, 2023). 

The literature also highlights several drivers that facilitate digital transformation. 

Technological advancement, competitive pressure, market demand, regulatory support, 

and strategic leadership were frequently identified as key drivers encouraging 

organizations to adopt digital technologies. Organizations often pursue digital 

transformation to improve efficiency, expand market access, and strengthen 

competitiveness. External pressures from customers and competitors further accelerate 

digital adoption. These findings suggest that digital transformation is influenced by 

both internal motivations and external environmental factors (Zhang et al., 2022). 

In contrast, the review identifies numerous barriers that continue to hinder digital 

transformation efforts. Financial limitations, inadequate infrastructure, low digital 

literacy, cybersecurity concerns, and resistance to change remain persistent challenges 

across sectors. Such barriers may reduce the effectiveness of digital initiatives and 

create disparities in technological adoption. In particular, limited digital skills and 

insufficient resources are frequently reported as major obstacles to digital 

transformation, especially in resource-constrained organizations (Ghobakhloo et al., 

2022). 

The findings further indicate that knowledge and capability development play an 

essential role in facilitating digital transformation. Organizations with strong learning 

capabilities are more capable of adapting to technological changes and leveraging 

digital opportunities. Knowledge sharing, continuous training, and innovation 

ecosystems contribute significantly to building digital competencies and enhancing 

organizational resilience. These findings support the argument that economic growth in 

the digital era increasingly depends on knowledge-based resources and dynamic 

capabilities (Verhoef et al., 2021). 

An important theme emerging from the review is the growing significance of 

Industry 4.0 technologies in supporting economic development. Technologies such as 

artificial intelligence, big data analytics, cloud computing, and the Internet of Things 

have transformed production systems and service delivery mechanisms. The adoption 

of these technologies enables organizations to increase efficiency, automate processes, 

and generate data-driven insights. Consequently, Industry 4.0 has become a major 

driver of digital transformation and economic modernization (Stentoft et al., 2019). 

The analysis also reveals that digital transformation contributes to inclusive 

economic development by expanding access to markets, financial services, and 

information. Digital platforms facilitate economic participation and create opportunities 
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for innovation among diverse actors. Enhanced connectivity allows organizations to 

reach broader markets and improve customer engagement. As a result, digital 

transformation promotes not only economic efficiency but also broader economic 

inclusion and resilience (UNCTAD, 2021). 

Despite the growing body of literature, several research gaps remain evident. First, 

most studies focus on specific industries or geographic contexts, limiting the 

generalizability of findings. Second, the majority of research emphasizes organizational 

outcomes, particularly among SMEs, while broader economic implications remain 

underexplored. Third, limited studies integrate innovation, digital readiness, and 

economic growth within a comprehensive framework. These gaps suggest the need for 

future research adopting a more holistic economic perspective (Omrani et al., 2022). 

The review also highlights the importance of theoretical perspectives such as 

Resource-Based View and Dynamic Capability Theory in explaining digital 

transformation outcomes. These theories suggest that competitive advantage arises 

from valuable resources and the ability to reconfigure capabilities in response to 

environmental changes. Organizations capable of developing digital capabilities and 

leveraging strategic resources are more likely to achieve superior economic 

performance. The integration of these theoretical perspectives offers valuable insights 

into the mechanisms linking digital transformation and economic growth (Chonsawat 

& Sopadang, 2020). 

Finally, the findings suggest that digital transformation is not merely a 

technological process but a multidimensional phenomenon involving economic, 

organizational, and institutional factors. Sustainable economic growth in the digital era 

requires coordinated efforts among governments, organizations, and stakeholders to 

strengthen digital infrastructure, promote innovation, and enhance digital capabilities. 

As economies continue to evolve, understanding the complex interactions between 

digital transformation and economic development becomes increasingly important for 

designing effective policies and strategies aimed at fostering inclusive and resilient 

growth (IMF, 2023). 

5. | DISCUSSION 

The findings of this study demonstrate that digital transformation has evolved 

beyond a technological trend and has become a critical driver of economic growth and 

competitiveness. The systematic review confirms that the adoption of digital 

technologies contributes to improved productivity, operational efficiency, and 

innovation capabilities, which ultimately influence economic performance. This 

finding aligns with the perspective that digital transformation enables organizations to 

create value through data-driven decision-making, process automation, and enhanced 

connectivity across economic systems (Vial, 2019). Consequently, digital 

transformation should be viewed as a strategic resource that supports sustainable 

development in the digital economy. 
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The results also reveal that innovation plays a central role in maximizing the 

economic benefits of digital transformation. Organizations that successfully integrate 

innovation into their digital strategies are better positioned to adapt to market changes 

and develop competitive advantages. This supports previous arguments that digital 

transformation and innovation are complementary mechanisms that jointly strengthen 

organizational resilience and economic sustainability (Verhoef et al., 2021). Therefore, 

fostering innovation ecosystems is essential for enhancing digital readiness and 

promoting long-term economic growth. 

Furthermore, the review highlights that the success of digital transformation depends 

heavily on digital readiness and organizational capabilities. The findings indicate that 

organizations with higher levels of readiness are more capable of responding to 

technological disruptions and exploiting digital opportunities. This evidence is 

consistent with previous studies emphasizing the importance of readiness in achieving 

successful digital transformation outcomes (Anatan & Nur, 2023). In this regard, 

investments in digital skills, infrastructure, and knowledge management become 

crucial determinants of economic competitiveness. 

Despite the potential benefits of digitalization, the persistence of barriers such as 

financial limitations, inadequate infrastructure, and low digital literacy remains a major 

challenge. These barriers create disparities in technology adoption and may hinder 

inclusive economic development. Previous studies have similarly identified resource 

constraints and capability gaps as significant obstacles to digital transformation efforts 

(Ghobakhloo et al., 2022). Therefore, policymakers and stakeholders should implement 

supportive policies that facilitate digital inclusion and strengthen technological 

capabilities across sectors. 

Finally, this study addresses existing research gaps by adopting a broader economic 

perspective that integrates digital transformation, innovation, and economic growth 

within a unified framework. Unlike many previous studies that focus on specific 

industries or regions, this research provides a comprehensive understanding of digital 

transformation as a multidimensional economic phenomenon. The findings suggest that 

future studies should further explore the interaction between technological innovation 

and economic development using integrated theoretical approaches such as Dynamic 

Capability Theory and Resource-Based View (Yoo & Yi, 2022). 

6. | CONCLUSION  

This study systematically reviewed the relationship between digital transformation, 

innovation, and economic growth in the digital era. The findings indicate that digital 

transformation has become a strategic factor in enhancing productivity, 

competitiveness, and sustainable economic development. The integration of digital 

technologies into organizational and economic activities enables more efficient 

resource utilization, improved decision-making, and expanded market access. 
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Consequently, digital transformation contributes significantly to economic resilience 

and long-term growth. 

The review also reveals that innovation plays a crucial role in maximizing the 

benefits of digitalization. Organizations and economies that successfully combine 

digital technologies with innovative capabilities are better positioned to create value 

and respond to changing market conditions. Furthermore, digital readiness emerges as 

an important determinant of successful transformation, as it reflects the ability to adapt 

to technological changes and exploit digital opportunities effectively. 

Despite these benefits, several barriers remain, including limited financial 

resources, inadequate infrastructure, low digital literacy, and capability gaps. 

Addressing these challenges requires coordinated efforts among governments, 

organizations, and stakeholders to strengthen digital ecosystems and promote inclusive 

digital development. Overall, this study contributes to a broader understanding of 

digital transformation as a multidimensional economic phenomenon and provides 

valuable insights for future research and policy formulation aimed at fostering 

sustainable and inclusive economic growth in the digital era. 
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