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Abstract 
Digital transformation has emerged as a key catalyst for driving changes across various global economic sectors. 

This study aims to review relevant literature on the role of digital transformation in fostering economic growth. 

Utilizing a literature review approach, the study analyzes the contributions of digital technologies to 

productivity, innovation, economic inequality, and sustainability. Findings reveal that digitalization significantly 

enhances productivity through innovation and operational efficiency, yet it may exacerbate the digital divide, 

particularly in developing nations facing infrastructure and digital literacy challenges. Furthermore, digital 

technologies hold potential to promote economic sustainability by optimizing supply chains and reducing carbon 

emissions, although challenges such as the environmental impact of digital devices persist. This study identifies 

gaps in the literature as a basis for future research, including the role of government policies in supporting 

inclusive digital growth and sector-specific analyses of digital transformation impacts. Managerial implications 

highlight the importance of leadership diversity and integrating sustainability strategies into digital 

transformation initiatives.. 
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1. INTRODUCTION  

Digital transformation has become a key catalyst in driving change across various 

economic sectors globally (Slavhorodska, 2024). As the adoption of information and 

communication technology (ICT) expands, many countries are experiencing significant 

impacts on productivity, efficiency, and innovation (Chege et al., 2020). This process not 

only transforms how businesses operate but also opens up new opportunities that support 

economic growth at both the national and international levels. On a global scale, 

digitalization has played a role in reducing geographic barriers, expanding market access, and 

accelerating the exchange of information (Haefner & Sternberg, 2020). This is evident from 

the rapid growth of the digital economy sectors, including e-commerce, financial technology 

(fintech), and big data utilization. 

According to a World Bank report, digital transformation can significantly boost GDP 

growth through enhanced technology investment and the development of digital skills in the 

population (Rhee et al., 2022). On the other hand, digital technologies are also driving the 

emergence of new business models, such as the sharing economy and subscription-based 

services, which are increasingly relevant in the modern economy. However, the adoption of 

technology and its economic impact are not uniform worldwide. This variation is influenced 
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by the readiness of digital infrastructure, government policy support, and the level of digital 

literacy in the population. 

Developing countries, for instance, often face challenges in creating an inclusive and 

sustainable digital ecosystem(Banga & Willem Te Velde, 2019). They frequently lack the 

resources to support the widespread development of digital technologies. Meanwhile, 

developed countries have leveraged cutting-edge technologies such as artificial intelligence 

(AI), blockchain, and the Internet of Things (IoT) to enhance their economic 

competitiveness(Rane et al., 2023). The application of these technologies not only improves 

efficiency but also expands data analytics capabilities, leading to more accurate decision-

making. Furthermore, digitalization is also affecting the global workforce structure. 

The shift toward technology-based jobs has increased demand for new skills, such as 

programming, data analysis, and expertise in cybersecurity. However, this shift also presents 

challenges, including the risk of structural unemployment in traditional sectors that cannot 

adapt quickly to technological changes. Given the importance of digital transformation in 

shaping the modern economic landscape, this research aims to review relevant literature on 

the role of digital technology in driving economic growth. This study is expected to provide a 

more comprehensive understanding of how digital technology can be a driver of economic 

development, while also identifying the challenges and opportunities emerging in the ever-

evolving digital era. Additionally, this research will explore the impact of digital 

transformation on economic sustainability, including how digitalization can contribute to 

achieving the Sustainable Development Goals (SDGs). 

 

2. LITERATURE REVIEW  

Digital transformation has emerged as a pivotal catalyst in shaping economic growth, 

driving innovation, and creating new opportunities for global economies. This review 

critically examines how digital technologies have reshaped economic dynamics, with an 

emphasis on productivity, innovation, inequality, and sustainability. The aim is to highlight 

the strengths and limitations of existing research, while identifying gaps in the literature. 

• Digital Transformation as a Catalyst for Economic Growth 

The impact of digital transformation on economic growth has been widely studied, 

with much of the literature focusing on its ability to increase productivity and efficiency. 

Several studies suggest a U-shaped relationship between digital transformation and Total 

Factor Productivity (TFP). For example, (W. Chen et al., 2023) argue that innovation and 

entrepreneurship, supported by appropriate policies, are crucial for boosting productivity 
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in the digital economy. However, this view is contested by others, such as Mićić (2017), 

who highlight that digital technology investments in regions like the European Union have 

a more direct effect on macroeconomic indicators like GDP and employment, rather than 

solely on productivity. 

While these findings are compelling, it is important to critically assess whether the 

relationship between digital transformation and TFP is universally applicable. For 

instance, the variability of technological adoption rates across different sectors may 

suggest that digitalization impacts productivity in a more context-specific manner. 

• Technology and Economic Innovation 

The role of digital transformation in fostering innovation is another critical area of 

research. Digital technologies have paved the way for new business models, such as 

collaborative platforms and subscription-based services, which have revolutionized market 

structures (Dashchenko, 2023). This shift has been linked to increased competition and 

operational efficiency. However, the extent to which these innovations contribute to long-

term economic growth remains contested. Critics argue that such business models may 

lead to market saturation or increased consumer costs in the absence of robust regulatory 

frameworks. 

Investments in digital innovation are also highlighted as a key driver of economic 

growth. (Yang, 2024) emphasizes that digitalization enables firms to allocate resources 

more effectively, thus driving innovation. However, some studies suggest that excessive 

reliance on digital tools for innovation might lead to diminishing returns over time if not 

accompanied by complementary investments in human capital. 

• The Digital Divide: Inequality and Global Development 

A recurring theme in the literature is the differing impacts of digitalization across 

developed and developing nations. In developed regions, such as Western Europe and 

North America, the adoption of cutting-edge technologies like AI, blockchain, and IoT has 

significantly enhanced economic performance (Androshchuk, 2021). Conversely, 

developing countries face substantial challenges related to infrastructure and digital 

literacy. (C.-L. Chen et al., 2021) argue that government support, such as digital training 

programs and technological subsidies, is vital for overcoming these barriers. However, the 

effectiveness of such initiatives remains under scrutiny, as some studies suggest that they 

may not be sufficient to bridge the growing digital divide. 
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• Digitalization and Economic Sustainability 

The intersection of digital transformation and sustainability is another critical area 

of investigation. Emerging research suggests that digital technologies, such as AI and big 

data, can contribute to greener, more efficient economic models by optimizing supply 

chains and reducing carbon emissions (Guo & Huang, 2023). While these findings are 

promising, the overall sustainability of digital economies is still a subject of debate, 

particularly concerning the environmental costs of producing and disposing of digital 

devices. 

• Challenges and Limitations of Digital Transformation 

While digital transformation offers significant benefits, it also presents several 

challenges. The shift towards technology-driven labor markets raises concerns about job 

displacement in traditional sectors (Nosike et al., 2024). Moreover, the gap in access to 

digital technologies, especially in developing countries, remains a significant obstacle to 

equitable growth (Voronkova et al., 2024). These issues highlight the need for more 

inclusive policies that can mitigate the negative impacts of digitalization on vulnerable 

populations. This research is limited to literature available in English and includes studies 

published within the last five years. Therefore, older studies or those not available in these 

languages were excluded from the review. Additionally, while the selected literature 

covers various economic sectors, this study does not provide an in-depth analysis of the 

impact of digitalization on specific sectors, but instead focuses on broader findings and 

themes. 

 

3. METHODS  

This study employs a literature review approach to explore the role of digital 

transformation in shaping economic growth. The purpose of the literature review is to 

analyze, synthesize, and evaluate existing findings in the literature, as well as to identify gaps 

or areas that require further research. The literature sources used in this study include 

academic journals, books, industry reports, and other relevant publications published within 

the last five years (2018–2023). The criteria for selecting the literature are based on the 

relevance of the topics discussed to the research objectives, the credibility of the sources, and 

the methodologies employed in previous studies. Databases used to search for literature 

include Google Scholar, JSTOR, ScienceDirect, and SpringerLink. etc. 

The literature included in this review meets the following criteria: 

• Focuses on digital transformation and its impact on economic growth. 
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• Discusses the use of digital technologies in specific economic sectors, as well as their 

contribution to productivity, innovation, and sustainability. 

• Published in peer-reviewed academic journals or other reputable sources. 

Literature that is not relevant to the topic, has weak methodologies, or was published 

outside the specified time frame (more than five years ago) was excluded from the review. 

Data collection was conducted through a systematic search in academic databases 

using keywords such as digital transformation, economic growth, productivity, innovation, 

digital inequality, and sustainability. Each identified article was then selected based on its 

abstract and relevance to the research objectives. The selected literature was further analyzed 

to identify key themes related to the impact of digital transformation on the economy.  

The analysis was performed using a narrative synthesis approach. Each relevant 

article was grouped thematically to compare and contrast the findings from different studies. 

The process involved several stages: 

• Theme Identification: Emerging themes from previous research were grouped, such as 

the impact of digitalization on productivity, innovation, economic inequality, and 

sustainability. 

• Critical Synthesis: The literature was analyzed to evaluate the methodologies used, 

key findings, and conclusions drawn. In this stage, studies with contradictory findings 

or divergent results were compared to identify potential gaps or issues in the current 

understanding. 

• Development of Theoretical Framework: Based on the identified findings, a 

theoretical framework illustrating the relationship between digital transformation and 

economic growth was developed, considering various contexts, such as developed and 

developing countries. 

To ensure the validity and reliability of the analysis, only literature from highly 

reputable journals with significant impact in the field was selected. The narrative synthesis 

method used in the analysis ensures that findings from various sources are comprehensively 

gathered and considered. This process was carried out transparently, documenting the reasons 

for the selection of literature and the methodology applied in the analysis. 

 

4. RESULTS 

After conducting a literature search through channels such as Google Scholar, 

JSTOR, ScienceDirect, and SpringerLink, etc 9 articles were identified that met the 

inclusion criteria from a review of over 10.116 articles related to digital transformation and 
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economic growth, published between 2018 and 2023. These articles were selected based on 

their relevance to the topic, methodological quality, and their contribution to understanding 

the impact of digitalization on economic sectors. The selected articles were further analyzed 

to evaluate key findings related to productivity, innovation, economic inequality, and 

sustainability driven by digital transformation. 

Table 1. Characteristics of Analyzed Articles 

Article Title Authors Year 
Target 

Country 
Research 

Focus 
Participants 

Design 
and 

Methods 

Data 
Collection 

Findings 

How Can Digital 
Economy 
Development 
Empower High-
Quality 
Economic 
Development? 

Wen Chen, et 
al. 

 
2023 

China Impact of the 
digital economy 
on TFP 
productivity. 

Regional 
provinces 

Panel data 
regression 

Panel data 
from 
Chinese 
provinces 

The digital 
economy 
increases TFP 
through 
innovation and 
entrepreneurship. 

Digital Business 
and Economic 
Complexity 

Leavitt Ha 2022 Europe Relationship 
between 
business 
digitalization and 
economic 
complexity. 

European 
countries 

Panel 
regression 
analysis 

E-commerce 
data from 
Europe 

Digitalization 
enhances 
economic 
complexity and 
long-term 
performance. 

Digital 
Transformation, 
Top 
Management 
Team 
Heterogeneity, 
and Corporate 
Innovation 

Qincheng 
Zhang, 
Mingzeng 
Yang 

 

 
 

2023 China Digital 
transformation’s 
impact on 
corporate 
innovation. 

Chinese A-
share 
companies 

Difference-
in-
Differences 
(DID) 
model 

Data from 
Chinese 
companies 

Digitalization 
drives greater 
innovation in 
companies with 
diverse 
management 
teams. 

Role of 
Government to 
Enhance Digital 
Transformation 
in Small Service 
Business 

Chun-Liang 
Chen, et al. 

2021 
 

Taiwan Barriers and 
government 
roles in small 
business digital 
transformation. 

Small 
businesses 

Semi-
structured 
interviews 

In-depth 
interviews 

The government 
supports through 
digital training 
and promotion of 
digital payments. 

Role of Digital 
Transformation 
on Carbon 
Performance 

Borui Guo, 
Xiaoxia Huang 

2023 China Relationship 
between digital 
transformation 
and green 
technology 
innovation. 

Chinese A-
share 
companies 

Panel data 
regression 

Data from 
Chinese 
companies 

Digital 
transformation 
improves carbon 
performance via 
government 
subsidies and 
green innovation 

Adoption of 
Digital 
Technologies by 
SMEs for 
Sustainability 
and Value 
Creation 

D. Vrontis, 
Ranjan 
Chaudhuri, et 
al. 

2022 India Role of digital 
technologies in 
creating 
economic and 
social value in 
SMEs. 

SME 
employees in 
India 

PLS-SEM Survey data 
from SME 
employees 

Digitalization 
enhances 
sustainability and 
social value 
creation for 
SMEs. 

The Digital 
Transformation 
of Innovation and 
Entrepreneurship 

S. Nambisan, 
M. Wright, M. 
Feldman 

2019 Global Digital 
transformation in 
innovation and 
entrepreneurship 

Theoretical 
study 

Literature 
analysis of 
11 articles 

Academic 
literature 
review 

Digitalization 
opens new 
opportunities for 
innovation, 
creates platform-
based business 
models, and 
reshapes social 
relationships. 

Research on the 
Impact of 
Enterprise Digital 
Transformation 
on Internal 
Control 

Chenxi Wang, 
et al. 

2023 China The relationship 
between digital 
transformation 
and internal 
control in 
enterprises. 

Chinese A-
share 
companies 

Data 
regression 
analysis 

Data from 
Chinese 
companies 

Digital 
transformation 
improves internal 
control by 
reducing 
information 
asymmetry and 
enhancing 
efficiency. 
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How Digital 
Transformation 
Helps 
Enterprises 
Achieve High-
Quality 
Development? 

Ye Wu, 
Haohui Li, et 
al. 

2023 China The role of 
digital 
transformation in 
promoting high-
quality 
development in 
enterprises. 

Chinese 
companies 

Two-way 
fixed 
effects 
model 

Data from 
Chinese 
companies 

Digital 
transformation 
enhances TFP 
through 
innovation, 
financial stability, 
and information 
transparency. 

Source: Google Scholar, JSTOR, ScienceDirect, SpringerLink 

 

5. DISCUSSION  

• Restatement of Purpose and Contributions 

This study aimed to explore the role of digital transformation in shaping economic 

growth by conducting a systematic literature review of recent studies (2018–2023). The 

contributions of this research are threefold: (1) it provides a comprehensive synthesis of 

existing literature, highlighting key themes such as productivity, innovation, economic 

inequality, and sustainability; (2) it identifies methodological and contextual gaps in 

current research; and (3) it proposes a theoretical framework that contextualizes the 

relationship between digital transformation and economic growth in diverse settings. 

• Key Findings and Their Implications 

1) Productivity and Innovation 

The reviewed studies underscore that digital transformation significantly 

enhances productivity and innovation. For instance, (W. Chen et al., 2023) demonstrate 

that the digital economy boosts total factor productivity (TFP) through innovation and 

entrepreneurship, while (Zhang & Yang, 2023) reveal that diverse top management 

teams are more effective in leveraging digital transformation for corporate innovation. 

These findings highlight the transformative potential of digital technologies in fostering 

competitive advantages for businesses. 

Implications: 

• Policymakers should prioritize investments in digital infrastructure and support 

systems that encourage innovation. 

• Organizations must focus on diversity in leadership to maximize the benefits of 

digital transformation. 

2) Economic Inequality 

While digital transformation can drive growth, it may also exacerbate economic 

inequality, as noted in studies like those of (Vrontis et al., 2022). SMEs often face 

barriers to adopting digital technologies due to limited resources and technical 
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expertise. This underscores the need for targeted interventions to bridge the digital 

divide. 

Implications: 

• Governments and international organizations should design inclusive policies that 

promote equitable access to digital technologies. 

• Future research should explore mechanisms to mitigate the adverse effects of 

digital transformation on inequality. 

3) Sustainability 

The role of digital transformation in sustainability is evident in studies like (Guo & 

Huang, 2023), which link digital technologies to improved carbon performance and 

green innovation. This highlights the dual benefit of digital transformation in driving 

economic growth and promoting environmental sustainability. 

Implications: 

• Companies should integrate sustainability goals into their digital transformation 

strategies. 

• Collaboration between governments, businesses, and academia is essential to 

advance green technologies. 

4) Contextual Variations 

The findings reveal significant contextual variations between developed and developing 

countries. For example, studies from China (Wu et al., 2024) emphasize digitalization's 

impact on financial stability and transparency, while research from India (Vrontis et al., 

2022) focuses on value creation in SMEs. 

Implications: 

• Policymakers should adopt tailored approaches to digital transformation that 

address specific regional and sectoral needs. 

• Comparative studies are needed to understand the varying impacts of digital 

transformation across contexts. 

 

6. CONCLUSION  

This literature review underscores the pivotal role of digital transformation in shaping 

economic growth by driving productivity, innovation, sustainability, and inclusivity. While 

the benefits are clear, challenges such as inequality and contextual disparities must be 

addressed to ensure balanced growth. By synthesizing existing knowledge and identifying 
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gaps, this study provides a foundation for future research and actionable insights for 

policymakers and practitioners. 

 

7. LIMITATION  

• Unexpected Findings and Limitations 

Unexpectedly, some studies reported mixed or non-significant findings, 

particularly regarding the relationship between digitalization and economic complexity 

(Ha, 2022). These inconsistencies could stem from differences in methodologies or the 

varying stages of digital maturity across countries. 

• Limitations of This Study: 

a) The reliance on secondary data may limit the depth of insights into emerging trends. 

b) The exclusion of non-English publications could result in missed perspectives from 

non-Anglophone regions. 

• Recommendations for Future Research: 

a) Investigate longitudinal impacts of digital transformation using primary data. 

b) Explore the interplay between digital transformation and cultural or institutional 

factors. 

• Managerial Implications 

Managers must recognize that digital transformation is not merely a technological 

upgrade but a strategic initiative that impacts all facets of an organization. Investing in 

leadership diversity, fostering a culture of innovation, and aligning digital strategies with 

sustainability goals are critical for long-term success. 

• Future Research Directions 

This study identifies several promising avenues for future research: 

1. Examine the socio-economic impacts of digital transformation in low-income countries. 

2. Investigate the role of government policies in facilitating inclusive digital growth. 

3. Explore sector-specific applications of digital technologies to identify best practices. 
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