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Abstract

The digital economy has led to a fundamental paradigm shift in the power structure of
the global economy. Digital technologies, such as artificial intelligence, big data, and the
Internet of Things (loT), play an important role in improving countries' productivity,
innovation, and competitiveness. Countries that are able to adopt and implement these
technologies effectively tend to experience faster economic growth. In addition, the
digital economy is also expanding economic inclusion by enabling greater access to
markets and financial services for individuals and small businesses, especially in
developing countries. However, this transformation also brings challenges, including
digital inequality and the need for adequate regulation. Policies that support education,
digital infrastructure and data protection, as well as increased international
cooperation, are essential to maximise the benefits of the digital economy in an
equitable and sustainable manner.
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Introduction

The development of information and communication technologies in recent
decades has fundamentally changed the global economic order. The emergence of the
digital economy is one of the major forces redefining how economic transactions,
information exchange, and business processes are conducted. The digital economy,
whichincludes aspects such as e-commerce, fintech, big data, and the Internet of Things
(1oT), is increasingly integrated into daily life and business activities. (Girard, 2024).

The digital economy refers to economic activities based on digital technology
and the internet. In this economy, various business processes, financial transactions,
and information flows occur online and utilise increasingly sophisticated digital
infrastructure. Key elements of the digital economy include e-commerce, digital
financial services (fintech), big data, Internet of Things (IoT), artificial intelligence (Al),
and cloud computing. (Zur, 2022). By utilising these technologies, the digital economy
creates new opportunities for innovation, efficiency and unprecedented economic
growth. Companies can reach borderless global markets, create new business models,
and increase their operational productivity. (Matkowska, 2022)..
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However, the transformation to a digital economy also brings significant
challenges and changes. The persisting digital divide in many regions of the world could
deepen economic inequality, while issues related to data privacy, cybersecurity and
regulation are becoming increasingly complex. In addition, the digital economy
demands new skills and rapid adaptation from the workforce, requiring investment in
education and training in digital skills. (Akhtar et al., 2023).. However, with the right
approach and co-operation between governments, the private sector and society, the
digital economy has great potential to improve global prosperity and create a more
connected and inclusive future (Jahan & Zhou, 2023). (Jahan & Zhou, 2023)..

The development of the digital economy is fuelled by several key factors,
including increased internet accessibility, smart device penetration, and evolving
technological innovations. Data from [specify source or relevant official body] shows
that global e-commerce is growing at an average of [specify per cent] each year. This
shows how the digital economy has changed the traditional paradigm of the world
economy, creating new opportunities for businesses and individuals to thrive. However,
this transformation does not come without challenges (Rumyk, 2023). One of the main
challenges is the digital divide, where not all countries or groups of people have equal
access to technology and the internet. Data shows that developing countries still face
serious barriers in fully adopting digital technologies, which could widen the global
economic gap. (Dmitrieva, 2020).

In addition, issues related to cybersecurity, data regulation and privacy have also
emerged as significant challenges to be faced in the digital economy. Threats to data
security and consumer privacy are a major concern, given the amount of personal
information exchanged online. Appropriate policies and regulations are crucial to
protect the interests of all parties involved. (Djunushalieva, 2020).

On the other hand, developed countries that have successfully integrated the
digital economy into their economic order tend to show increased efficiency and
productivity. Developed countries that have successfully integrated the digital economy
in their economic fabric, such as the United States, Germany, and South Korea, tend to
show significant improvements in efficiency and productivity. With the adoption of
innovative technologies such as artificial intelligence, Internet of Things, and cloud
computing, these countries are able to optimise business processes, reduce operational
costs, and improve the speed and quality of services (Shi et al., 2022). (Shi et al., 2022).
In addition, a well-integrated digital ecosystem enables greater access to global
markets, facilitates collaboration and innovation, and accelerates the transformation of
traditional industries to become more competitive and responsive to market changes.
This overall strengthens economic growth and supports sustainable development in
these countries. Given these developments, there is an urgent need to understand how
the digital economy can reorganise the world's economic power and what the
implications are for various stakeholders.
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Research Methods

The study in this research uses the literature method. The literature research
method, or often referred to as a literature study, is an approach that involves the
collection, evaluation, and analysis of written sources relevant to a particular research
topic. These sources may include books, journal articles, research reports, theses,
government publications, and other documents. (Suparlan, 2014); (Ainiyah, 2021). The
main purpose of this method is to identify patterns, trends, and gaps in existing
knowledge, as well as gain a deeper understanding of the topic being researched.
Literature research is also useful for building a strong theoretical foundation, informing
the conceptual framework, and directing the formulation of hypotheses or research
questions. This process involves systematic steps such as literature search and
selection, recording relevant data, critically evaluating sources, and compiling a
comprehensive and structured literature review. (Pertiwi & Weganofa, 2015)..

Results and Discussion
Transformation of Global Economic Power

The transformation of global economic power is a dynamic phenomenon that is
constantly evolving, influenced by various factors such as technological innovation,
demographic changes, and shifting economic policies. In the early 21st century, we
witnessed the economic rise of emerging economies such as China and India, which
successfully changed the face of the global economy. With large populations and rapid
economic growth, these two countries have become major players in international
trade and global investment. Their success has been driven by economic reforms that
focus on industrialisation, improving the quality of human capital and adapting new
technologies. This marks a shift from the traditional dominance of Western countries in
the world economy (Hang & Chen, 2022).

In addition, the development of digital technology has played a crucial role in the
transformation of global economic power. Countries that previously lacked significant
economic power have successfully utilised technology to enhance their
competitiveness in the global market. For example, through e-commerce and fintech
platforms, countries in Southeast Asia and Africa are demonstrating the ability to
leapfrog traditional stages of economic development and directly enter the digital
economy era. These innovations not only drive local economic growth but also influence
global trade patterns and international capital flows. (Zmija, 2022).

This transformation is also affecting the structure of the global workforce.
Automation and artificial intelligence are replacing manual labour, driving a shift to
knowledge-based sectors of the economy. Countries with adaptive education systems
and investments in research and development are likely to fare better in meeting these
challenges. On the other hand, countries that are slow to adapt risk facing deeper
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economic inequality and rising unemployment rates. This emphasises the importance of
education and training policies that are responsive to rapidly changing labour market
needs. (Urbaniec, 2022).

Amidst this transformation, challenges arise that the global community must
face, such as increased trade protectionism, climate change, and uneven economic
growth. International organisations, such as the G20 and the World Trade Organization,
play an important role in facilitating dialogue and cooperation among countries to
address these challenges. Overall, the transformation of global economic power
demands a more inclusive and sustainable approach to global economic management,
where shared prosperity and environmental sustainability are prioritised. (Xu & Peng,
2024). Such measures are expected to create a more equitable and sustainable
economic growth model in the future.

Drivers of the Digital Economy

The digital economy is growing rapidly around the world, influenced by various
interrelated and reinforcing drivers. One of the key factors is advances in information
and communication technology (ICT). Improvements in internet infrastructure, both
through wired and wireless networks, are enabling wider and faster access to digital
resources. Innovations in mobile technology and the development of 5G technology are
also accelerating the adoption of digital services in sectors such as e-commerce,
education and healthcare. Tools such as cloud computing and big data analytics offer
new capabilities for processing and analysing data at scale, providing deeper insights
and improving operational efficiency. (Zotnierski, 2023).

In addition to technological infrastructure, supportive government regulations
and policies are crucial in encouraging the existence and development of the digital
economy. Governments that implement progressive and innovation-friendly
regulations help create an ecosystem that is conducive for digital businesses to thrive.
For example, the reduction of regulatory barriers in the fintech or e-commerce sectors
allows start-ups to grow and compete globally. In addition, government efforts to
promote digital literacy and technology education also help prepare a workforce that is
ready to face the challenges and opportunities in the digital economy. (Gtuszak, 2022).

Another driver is the adoption of technology by society at large. More individuals
have access to mobile devices and smartphones, and are increasingly familiar with the
use of various digital applications in their daily lives. Changes in consumer behaviour
that are more comfortable shopping and transacting online are also driving companies
to develop more efficient digital business models. In many countries, platforms such as
e-wallets and ride-hailing services are becoming very popular solutions that facilitate
people's daily lives, thereby attracting more users and transactions. (Kudetko, 2022).

Lastly, the COVID-19 pandemic has accelerated the transition to a digital
economy. Lockdowns and social restrictions are forcing many businesses and
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individuals to turn to digital solutions to sustain their activities. For example, many
companies are adopting work-from-home models and using online collaboration tools.
Consumption of digital media and streaming services increased sharply, as did e-
learning platforms that became educational solutions during school closures. This
sudden push increased investment in technology and accelerated the adoption of
digital solutions, which will continue even after the situation returns to normal,
cementing the digital economy as a major component of the global economy.

The Impact of the Digital Economy on Developing and Developing Countries

The digital economy has different impacts on developing and developed
countries, each with its own challenges and opportunities. In developing countries, the
digital economy offers great opportunities to improve financial and social inclusion.
Greater access to the internet and digital devices allows individuals and small businesses
to connect with larger and broader markets. (Gudo, 2024). Rapidly growing e-commerce
platforms can empower small businesses to reach customers beyond traditional
geographical boundaries. In addition, financial technology (fintech) offers digitally-
based financial services that are more accessible than traditional financial systems,
helping to overcome barriers previously experienced by the unbanked.

However, developing countries also face significant challenges in fully
implementing the digital economy. Inadequate digital infrastructure, particularly in rural
or remote areas, is a major obstacle to digital inclusion. In addition, low levels of digital
literacy and limited technical skills among the population can hinder the adoption of
new technologies. Governments in developing countries need to invest in digital
education and training to create a workforce ready to participate in the digital economy.
They also need to strengthen internet infrastructure and improve regulations to
support digital innovation. (Akbar & Tracogna, 2022).

In developed countries, the digital economy tends to be more mature and
integrated in various aspects of daily life and business. Developed countries utilise
digital technology to improve operational efficiency, product innovation and customer
service. Sectors such as healthcare, education and transportation have undergone
significant transformation through digitalisation. These industries are able to collect and
analyse large amounts of consumer data to personalise the user experience and drive
the development of products that are better suited to market needs. (Tretyakov, 2022).

However, developed countries also face challenges related to the digital
economy, such as issues of data privacy, cybersecurity and economic inequality. While
digital technologies create new opportunities, they can also replace a number of
traditional jobs, raising new issues in terms of labour and economic redistribution.
Developed countries need to adapt to these changes by formulating policies that
protect individuals' privacy rights while promoting innovation and providing workforce
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retraining programmes to ensure that they can participate in the evolving digital
economy. (Hanh, 2023).

To face the challenges and benefit from the digital economy, both developing
and developed countries must collaborate and learn from each other. Developing
countries can adopt strategies from developed countries that have successfully built
strong digital ecosystems, such as investment in ICT (Information and Communications
Technology) infrastructure, as well as policies that support innovation and data
protection. Conversely, developed countries can learn from the dynamics of developing
countries, especially in terms of adaptability and the use of cost-effective technologies
to overcome digital barriers. (Girard, 2024).

International cooperation can also play an important role, with international
organisations and global technology companies assisting developing country
governments in building their digital capacity. Apprenticeship programmes, training and
technical knowledge sharing can support inclusive and sustainable growth of the digital
economy in both groups of countries. In addition, investment in tech startups in
developing countries can create new economic opportunities and local innovations that
can be applied globally. (Zur, 2022).

As such, the digital economy is a force that is changing the structure of the global
economy, with significant impacts on both developing and developed countries. While
there are unique challenges that each group of countries needs to overcome, the
opportunities for improving socio-economic well-being are immense. With the right
policies, widespread digital inclusion, and cross-border cooperation, both groups of
countries can harness the full potential of the digital economy for sustainable and
inclusive economic growth, and improve the overall quality of life.

Conclusion

The digital economy has brought about a significant paradigm shift in
reorganising the world's economic power. In this digital era, technology plays a central
role in accelerating economic growth and creating new opportunities. Countries that
successfully integrate digital technologies into their economies tend to experience
increased productivity and global competitiveness. Technologies such as artificial
intelligence, big data and the Internet of Things (loT) have transformed the way
businesses operate, enabling higher efficiency and faster innovation. This has resulted
in a shift in economic power from countries with abundant natural resources to those
that are able to effectively develop and implement digital technologies.

In addition, the digital economy also promotes economic inclusion by enabling
more individuals and small businesses to participate in the global economy. Digital
platforms such as e-commerce and fintech have opened up access to markets and
financial services for previously marginalised populations, particularly in developing
countries. However, this transformation also poses challenges, including digital
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inequality and the need for better regulation. To maximise the benefits of the digital
economy, it is important for countries to develop policies that support education, digital
infrastructure and data protection, and encourage closer international cooperation. In
this way, the digital economy can deliver equitable and sustainable benefits around the
world.
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