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Abstract

Digital transformation has become the main driving factor of economic growth in the
modern era. This study aims to analyse the effect of digital transformation on
sustainable economic growth. The method used in this research is literature. The results
show that digital transformation has great potential to increase efficiency, productivity,
and innovation, thereby promoting economic growth. However, the research also
revealed challenges in navigating the digital flows, such as the digital divide, labour
market disruption, and environmental impacts. The findings emphasise the importance
of a comprehensive and collaborative approach in managing digital transformation to
ensure inclusive and sustainable economic growth. Policy implications and suggestions
for further research are also discussed in this study.

Keywords: digital transformation, economic growth, sustainability, technology
adoption, digital access equity.

Introduction

The development of digital technology has progressed rapidly in recent decades.
This progress has triggered digital transformation in various economic sectors, ranging
from manufacturing, trade, services, to agriculture. Digital transformation refers to a
fundamental change in the way organisations and individuals use technology to
transform business processes, business models, and the way they interact with
customers and other stakeholders. (Revenko et al., 2024)..

Companies that are able to utilise technology well can increase efficiency,
productivity and innovation, which in turn can increase competitive advantage and
business growth. One of the most significant impacts of technological developments in
business is the emergence of digital business models. Digital business models refer to
business models that utilise digital technology to create new value for customers and
generate revenue. Examples of digital business models include e-commerce, digital
platforms, and subscription-based services. Companies that successfully adopt digital
business models can often achieve rapid growth and disrupt established industries.
However, the transformation to digital business models also poses new challenges,
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such as the need to build digital capabilities, manage cybersecurity risks, and adapt to
changing consumer behaviour. (Wang, 2024).

Amidst these challenges, sustainable economic growth is becoming an
increasingly important goal. Sustainable economic growth refers to growth that meets
the needs of the present generation without compromising the ability of future
generations to meet their own needs. In the context of digital transformation,
sustainable economic growth means utilising digital technologies to achieve inclusive,
equitable and environmentally sustainable economic growth. (Lahy et al., 2022)..

Sustainable economic growth enables job creation, income generation, and an
overall improvement in people's living standards. In addition, sustainable economic
growth is also important for maintaining social and political stability, as high economic
inequality can trigger social discontent and political instability.

However, achieving sustainable economic growth is no easy task. It requires
sound economic policies, investment in human resources and infrastructure, and wise
management of natural resources. The government needs to create a conducive
environment for economic growth, such as maintaining macroeconomic stability,
providing adequate infrastructure, and encouraging innovation and entrepreneurship.
In addition, sustainable economic growth also requires active participation from the
private sector and civil society. Companies need to implement responsible and
sustainable business practices, while civil society needs to be involved in decision-
making and oversight of public policies. With concerted efforts from all stakeholders,
sustainable economic growth can be achieved and provide benefits to all levels of
society. (Han, 2022).

Although many studies have been conducted on the impact of digital
transformation on economic growth, there are still few that focus on the sustainability
aspect. Therefore, this study aims to analyse the effect of digital transformation on
sustainable economic growth. By understanding the relationship between digital
transformation and sustainable economic growth, this research is expected to provide
new insights and policy recommendations to navigate digital flows in a more inclusive
and sustainable way.

Research Methods

The study in this research uses the literature method. The literature research
method is a research approach that involves collecting, evaluating and synthesising
literature relevant to a particular topic or research question. Researchers identify
relevant literature sources, such as books, scientific journals, research reports, and
other online sources, then conduct a critical review of the literature to understand the
state of the art in the field under study, identify knowledge gaps, and develop new
arguments or insights. (JUNAIDI, 2021); (Abdussamad, 2022). Literature research
methods are often used as an initial step in a research project to build a theoretical or



conceptual foundation, or as a stand-alone research method to synthesise findings from
multiple studies and draw conclusions about a topic. An effective literature review
requires skills in information retrieval, critical evaluation, analysis, and synthesis, as well
as the ability to write up findings clearly and coherently. (Wekke, 2020).

Results and Discussion
Factors Affecting Sustainable Economic Growth

Sustainable economic growth is influenced by various interrelated factors. One
of the main factors is quality human resources. An educated, skilled and productive
workforce is the driving force of economic growth. Investment in education, training
and skills development is essential to improve the quality of human resources. In
addition, the availability of adequate infrastructure, such as roads, ports, airports, and
telecommunications, is also important to support economic activity and attract
investment. (Fadli & SS, 2023).

Another factor that affects sustainable economic growth is political stability and
security. A stable and secure political environment creates a conducive investment
climate and increases investor confidence. Political and security instability can
discourage investment, disrupt supply chains, and reduce economic competitiveness.
Therefore, the government needs to maintain political stability and security to promote
sustainable economic growth. (Nor, 2024).

Innovation and technology also play an important role in sustainable economic
growth. Technological advances can improve productivity, efficiency and economic
competitiveness. Innovation can create new products, services and business models
that drive economic growth. Governments and the private sector need to invest in
research and development, as well as create an ecosystem that supports innovation and
entrepreneurship. (Perciun et al., 2023).

Finally, environmental sustainability is also an important factor in sustainable
economic growth. Economic growth that ignores environmental sustainability can
cause long-term damage and reduce the quality of life for future generations. (Osipian,
2023). Therefore, economic growth should be in line with the principles of sustainable
development, such as efficient use of natural resources, reduction of carbon emissions,
and protection of biodiversity. Appropriate policies and incentives need to be
implemented to encourage environmentally friendly business practices and promote a
green economy.

The Relationship Between Digital Transformation and Sustainable Economic Growth
Digital transformation and sustainable economic growth have a close and
mutually reinforcing relationship. In today's digital era, information and communication
technology (ICT) has become a key driver of economic growth. The adoption of digital
technologies in various sectors, such as manufacturing, trade, finance, and public



services, can increase productivity, efficiency, and innovation. Digitalisation of business
processes, automation, and the use of big data enable companies to optimise their
operations, reduce costs, and create added value for customers. (Yang, 2024).

Digital transformation also opens up new opportunities for inclusive and
sustainable economic growth. Digital technologies can expand access to markets,
information and financial services for small and medium-sized enterprises (SMEs) and
underserved communities. E-commerce and fintech platforms can empower
entrepreneurs and promote financial inclusion. In addition, digital technologies can
support the development of a circular and green economy by optimising resource use,
reducing waste and promoting energy efficiency. (Dzulaeva, 2024).

However, digital transformation also presents challenges in achieving
sustainable economic growth. The digital divide between those with access to
technology and those without can widen economic inequality. Efforts are needed to
bridge this gap through education, training and equitable provision of digital
infrastructure. In addition, digital transformation can also disrupt the labour market,
with automation potentially replacing human jobs. Policies and programmes are needed
to prepare the workforce with relevant skills and support a just transition. (Ahmad &
Chongvilaivan, 2024).

To maximise the benefits of digital transformation for sustainable economic
growth, cooperation between the government, private sector and civil society is
required. The government needs to create a conducive policy environment, invest in
digital infrastructure and encourage innovation. The private sector needs to
strategically adopt digital technologies, develop innovative business models and
contribute to digital skills development. Civil society needs to engage in policy dialogue,
advocate for digital inclusion, and ensure personal data protection and cybersecurity.
With collaboration and a comprehensive approach, digital transformation can be a
catalyst for sustainable and inclusive economic growth.

Analysing the Effect of Digital Transformation on Sustainable Economic Growth

Digital transformation has become a key driver of sustainable economic growth
in the modern era. The adoption of digital technologies in various sectors of the
economy, such as manufacturing, trade, finance and public services, has changed the
way of working and created new opportunities for growth. Analyses of the influence of
digital transformation on sustainable economic growth show a positive correlation
between the two. Increased efficiency, productivity, and innovation resulting from
digitisation of business processes, automation, and the use of big data contribute to
faster and more sustainable economic growth (Nguyen et al., 2022)..

However, the impact of digital transformation on economic growth is not always
evenly distributed. The digital divide between those with technological access and skills
and those without can widen economic inequality. Analyses show that countries with



higher rates of digital technology adoption tend to experience faster economic growth
compared to countries that lag behind in digital transformation. Therefore, efforts to
bridge the digital divide through education, training, and equitable provision of digital
infrastructure are important to ensure inclusive economic growth. (Hassan et al., 2020).

In addition, the analysis also shows the potential disruption to the labour market
due to digital transformation. Automation and the use of artificial intelligence (Al) could
replace human jobs, especially in sectors involving routine and repetitive tasks. While
digital transformation creates new job opportunities in the technology and innovation
sectors, policies and programmes are needed to prepare the workforce with relevant
skills and support a just transition. Reskilling and upskilling are key to ensuring the
labour force can adapt to technological change and contribute to sustainable economic
growth. (Omare, 2022).

Further analysis also highlights the important role of cooperation between
stakeholders in maximising the benefits of digital transformation for sustainable
economic growth. Governments need to create a conducive policy environment, invest
in digital infrastructure and encourage innovation. The private sector needs to
strategically adopt digital technologies, develop innovative business models and
contribute to digital skills development. Civil society needs to engage in policy dialogue,
advocate for digital inclusion, and ensure personal data protection and cybersecurity.
Close collaboration between stakeholders can create a digital ecosystem that supports
sustainable and inclusive economic growth. (Wang, 2024).

Analysing the effect of digital transformation on sustainable economic growth
also needs to consider environmental sustainability. Digital technologies have the
potential to support the transition to a green and low-carbon economy. Digital solutions
such as smart grids, energy management systems and clean technologies can improve
energy efficiency, reduce greenhouse gas emissions and encourage the adoption of
renewable energy sources. However, economic growth fuelled by digital
transformation can also increase energy and natural resource consumption. Therefore,
a balanced approach is needed to ensure that digital transformation is in line with
sustainable development goals. (Olczyk & Kuc-Czarnecka, 2022)..

Finally, the analysis of the influence of digital transformation on sustainable
economic growth shows that digital transformation can be a key driver of economic
growth in the future. However, to ensure inclusive and sustainable growth,
collaborative efforts from various stakeholders are required. The government, private
sector and civil society need to work together to address the digital divide, prepare the
labour force with relevant skills, and ensure that the benefits of digital transformation
are fairly distributed. In addition, environmental sustainability aspects need to be
integrated into digital transformation strategies to achieve economic growth that is
aligned with sustainable development goals. With a comprehensive and collaborative



approach, digital transformation can be a catalyst for inclusive, resilient and sustainable
economic growth in the digital era.

As such, digital transformation has great potential to drive sustainable economic
growth. The adoption of digital technologies in various sectors of the economy can
improve efficiency, productivity and innovation, and create new opportunities for
growth. However, the impact of digital transformation on economic growth is not
always evenly distributed, and efforts are needed to bridge the digital divide. In
addition, digital transformation can also disrupt the labour market, requiring policies
and programmes to prepare the workforce with relevant skills. Cooperation between
stakeholders, including government, private sector and civil society, is essential to
maximise the benefits of digital transformation for sustainable economic growth. With
a comprehensive and collaborative approach, and considering environmental
sustainability aspects, digital transformation can be a key driver of inclusive and
sustainable economic growth in the digital era.

Conclusion

Digital transformation has become an inexorable force in the global economic
landscape. The widespread adoption of digital technologies across sectors has opened
up new opportunities for growth, efficiency and innovation. While digital
transformation offers many benefits, its impact on sustainable economic growth needs
to be carefully navigated. Equitable digital access, development of relevant skills, and
cooperation between stakeholders are key to ensuring that the benefits of digital
transformation can be felt by all levels of society.

In navigating the digital landscape, it is important to consider sustainability.
Digital transformation has the potential to support the transition to a green and low-
carbon economy through technological solutions such as smart power grids, energy
management systems and clean technologies. However, economic growth fuelled by
digital transformation can also increase the consumption of energy and natural
resources. Therefore, a balanced approach is needed to ensure that digital
transformation is in line with sustainable development goals.

Overall, navigating digital flows wisely is critical to achieving inclusive and
sustainable economic growth. By adopting a comprehensive, collaborative and
environmentally sound approach, we can maximise the potential of digital
transformation as a driver of economic growth in this digital age. Governments, the
private sector and civil society must work together to overcome the challenges and
capitalise on the opportunities offered by digital transformation, so that the benefits
can be felt by current and future generations.
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