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Abstract

Innovative entrepreneurship and digital transformation are key drivers of global economic growth. Moreover, these
two factors ensure sustainable business practices in the current digital environment. However, many businesses,
particularly small and medium enterprises (SMEs), continue to struggle to integrate digital technologies with
innovative ideas to achieve sustainable economic growth and competitive business advantage. The results of this
research aim to establish the effects of entrepreneurial innovation and digital transformation on the size of the global
economy and to determine their effects on business performance, productivity, and the economy across various sectors
of the business. For this study, a mixed-methods analytical approach was used, including a survey of 210
businesspeople, entrepreneurs, and managers in the information technology field. This was supplemented by existing
economic data and sector reports. Quantitative analysis used innovation, digital technologies, and economic variables
in business to perform regression, correlation, and performance evaluation of digital technologies. The study shows
that businesses that use entrepreneurial strategies have improved operating efficiency by 31.4% and increased their
competitiveness by 27.8%. Furthermore, businesses that have adopted digital transformation, i.e., the use of Artificial
Intelligence (Al), cloud computing, and big data analytics, have improved the productivity of their business by 36.2%
and improved customer engagement by 24.5%. Finally, the study reports a strong correlation coefficient of 0.84
between digital transformation and economic growth, indicating a strong, positive relationship. The research finds that
entrepreneurial innovation and digital transformation promote economic sustainability, durable businesses, and the
expansion of global markets. Strategic digital investment, innovation-oriented organizational culture, and technology-
driven business ecosystems ensure the vitality of future global economic development.

Keywords: Entrepreneurial Innovation, Digital Transformation, Economic Development, Digital Economy,
Business Sustainability, Innovation Management, Global Competitiveness.

122

DOI: 10.71086/IAJIR/V1311/IAJIR1315
Received: 30 December, 2025/Revised: 02 February 2026/Accepted: 20 February 2026/Published: 30 March 2026


mailto:arunasivakumar28@gmail.com
https://orcid.org/0000-0003-3129-2133
mailto:chrristinamj@gmail.com
http://www.iaiest.com/

International Academic Journal of Innovative Research,
Vol. 13, No. 1, pp. 122-129.

Introduction

Entrepreneurial innovation leads institutional transformation across all economies and industries. Innovation means
modern entrepreneurship is not limited to small enterprises. Now, entrepreneurial activity means thinking and
designing ways to organize productive, sustainable, long-term business practices (Usman et al., 2024). Start-up and
digital businesses make and distribute employment, investment, and technology in a type of economy or region (Gao
etal., 2025). Businesses are integrating innovation into their practices to employ more productive and flexible business
strategies to respond to the agile nature of current high demand and expectations. Most recent research highlights the
role of technology and the internet in developing and diversifying an economy through entrepreneurial practices
(Sagar, 2024). Digital commercialization, especially with platforms, has made trade and business operations more
accessible and reduced trade barriers (Lerro et al., 2022). Innovative entrepreneurship has strengthened the
collaboration of the business sector, investment, and learning, to develop an active and enduring economic activity
(Chakim et al., 2024). Businesses are becoming more and more dependent on innovation to operate and grow due to
the increase in competition across all industries (Daraojimba et al., 2023).

Digital transformation is a critical and central factor that modernizes economies and increases competitiveness and
efficiency within the business practices of an industry. Digital and disruptive technologies have transformed the
auspicates and operations of industries (Kaggwa et al., 2023). Businesses are focusing more and more on digital
practices to sustain themselves financially, enhance their competitiveness, and engage their customers more efficiently.
Expansion of digital infrastructure has facilitated international market integration and heightened cross-border trade
(Shatila et al., 2025). Research shows that digitally transformed organizations are better able to keep pace with
economic and market disruptions (Guimares et al., 2026). Digital transformation allows businesses to keep up with
data and analytics (Gao et al., 2022). As organizations compete to keep pace with the rest of the world, technology
transformation is becoming increasingly vital.

This study balances the way organizations implement both digital transformation and innovation to stimulate
long-term sustainable economic growth. Without understanding this balance, it is increasingly difficult for managers,
business leaders, and policymakers to design legally and economically efficient methods that stimulate the greatest
improvement in productivity, economic growth, and systematic stability. This study looks at the effect of innovation
and digital transformation and measures the overall impact and change in the global economy. This scholarly work
shows how businesses organize and structure this phenomenon and puts this in a framework to measure the level of
technology used and how it impacts the economy. This study focuses on innovation and digital transformation. It looks
at how these concepts impact businesses and the overall economy. It also looks at how these concepts affect the
competitiveness of businesses and how they stimulate economic growth.

The paper breaks down into six sections. Section I covers the background, aims, and importance of research on
entrepreneurial innovation and digital transformation. Section II discusses the literature and research trends. Section
IIT describes the methodology and the study’s analysis. Section IV describes the research findings and statistical
outcomes. Section V opens the floor to constrain, challenge, and future research focuses, and Section VI summarizes
the research findings and proposes future lines for research.

Literature Review

The theories of entrepreneurial innovation have a strong focus on using innovation to enhance competitiveness and
economic value. Schumpeter explains the emergence of entrepreneurial growth through the destruction of innovation,
where the obsolete economic structures are replaced by the new and innovative business models (Jawad et al., 2021).
Recent studies suggest that the processes of entrepreneurship are technologically based and are the result of the impacts
of digitization, globalization, and the merging of markets (Gavrila Gavrila & De Lucas Ancillo, 2022). Innovation
ecosystems involving the investors, educational and governmental institutions, business policy, and networks are
increasingly deemed to be critical for the growth of entrepreneurial processes Garcez et al., (2022). The growing
emphasis on technologically induced entrepreneurship has changed the models of how firms create value and also
how they fulfill market needs. It has been noted that digital entrepreneurs have a strong focus on the use of data for
decision-making, the emergence of platform economies, and how to use digital solutions to monetize and interact with
customers, in order to attain scalability and competitive advantage Troise et al., (2022). Innovation has also been seen
to play a core role in establishing the long-term sustainability of any form of business, as well as the economic crisis
resilience of an organization (Florek-Paszkowska et al., 2021).

Digital transformation has influenced the way economies and businesses function in both developed and developing
countries. The advancement of digital business models has allowed organizations to migrate away from the
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conventional methods of doing business to more flexible, technology driven systems, that offer more efficient, and
more service oriented business solutions (Andrade & Gongalo, 2021). The emergence, and incorporation of the
components of Industry 4.0 in the digital economy (i.e., the internet of things, automation, and artificial intelligence,
and cloud computing), have enhanced productivity and speeding up of the digital economy (Mukesh, 2022). Most
organizations are implementing digital transformation to improve operations, digital management, efficiency, and
responsiveness to clients. Smaller companies and medium enterprises primarily use digital solutions to have wider
economic opportunities, and improve their competitive status (Diaz-Arancibia et al., 2024). Research conducted on
developed and developing regions shows that, although factors such as infrastructure and investment constraints cause
differences in level of implementation, digital transformation impacts economic innovation, employment, and
entrepreneurship improvement Raji et al., (2024).

In spite of the fact that the term entrepreneurship and digital transformation has gained much prominence in recent
studies, the existing literature on entrepreneurship has many gaps. Research done in business and economics focuses
on the level of technology employed at the transactional level, and, have done little to explore the role and effects of
the combined factors of entrepreneurial and digital transformation on the sustainability of the economy (Zhai et al.,
2023). Furthermore, many studies have been done, which are regionally oriented, and have the tendency of integrating
them in a global cross-economic conceptual framework to assess the impacts on economic development outcomes in
different business environments (Gavrila Gavrila & De Lucas Ancillo, 2022). Another consideration is how to
incorporate design entrepreneurship of an advanced nature and digital technologies, while ensuring efficient and
controllable internal organization and continued development. SMEs still face many handicaps related to financial,
workforce, and digital preparedness.

The literature review generally economic modernization, competitiveness, and improvement of organizations have
been positively influenced by digital transformation and entrepreneurial innovation. Little has been done to evaluate
the interconnected effects of the two phenomena on the modernization of the global economy. This research aims to
bridge that lack by evaluating how the digital economy and entrepreneurship innovations shaped the recent and trend
of economy.

Methodology
Research Design and Approach

To study the link between entrepreneurial innovation, digital transformation, and the dynamics of the global economy,
a combination of qualitative and quantitative research methods was employed. The quantitative component examined
how innovation-driven business practices and the use of digital technologies influenced the economic and
organizational performance of firms. The qualitative component informed the interpretations of the business practices,
adaptability, and strategic transformation of enterprises in a digital economy. To assess how entrepreneurial innovation
impacted productivity, competitiveness, and the growth of the market, a descriptive and analytical research strategy
was adopted. The study analyzed various business and economic parameters such as operational efficiency, digital
transformation, growth and retention of revenue and customers, engagement and capacity to innovate in new products,
and the creation of new jobs. These parameters were chosen as they encapsulate the economic and managerial impacts
of entrepreneurial activity and digital transformation maneuvers in various business contexts.

Table 1: Key Research Variables and Indicators

Variable Category Indicators Considered
Entrepreneurial Innovation | Product innovation, business model innovation, startup growth
Digital Transformation Al adoption, cloud computing, data analytics usage
Business Performance Revenue growth, operational efficiency, customer retention
Economic Development | Employment generation, market expansion, productivity growth

Table 1 lists the major economic and research framework indicators used. The chosen indicators represent the factors
of entrepreneurial innovation, digital transformation, business performance, and economic development that are used
to assess the connection between innovation-driven approaches and organizational growth.
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Fig. 1: Architecture Framework of Entrepreneurial Innovation and Digital Transformation for Sustainable
Economic Development

Fig. 1 shows how entrepreneurial and innovative capabilities and digital technologies bridge the gap between mental
and material processes of an organization and the economy. This integrated model shows the impact of digital
transformation and the use of innovative business models on organizational and economic efficiency, gaining a
competitive edge, sustaining business development, and fostering global economic growth.

Data Collection and Sampling

The study gathered primary data from entrepreneurs, SME owners, business executives, and IT professionals from
various fields by distributing structured questionnaires. A total of 210 responses were deemed valid and included in
the final analysis. For secondary data, published economic reports, frameworks of the digital economy, business
publications, and sets of data on business performance were used. The participants selected for this study were based
on their experience with entrepreneurship and/or digital transformation. Since these activities account for a large
proportion of innovation-led economic growth, the chosen participants were SMEs and digitally-oriented
organizations. To enhance the reliability of the data, erroneous and suspiciously inconsistent answers were rectified in
the pre-processing stage. Response consistency and other forms of data validation were performed prior to statistical
analysis.

Table 2: Sample Distribution of Respondents

Respondent Category | Number of Participants
Entrepreneurs 68
SME Owners 54
Business Managers 49
Technology Professionals 39
Total 210

Table 2 shows the distribution of participants, ranging from entrepreneurs, owners of SMEs, managers, and IT
specialists. In order to integrate ideas from entrepreneurial innovation and digital transformation, these categories of
respondents were selected from different economic environments.

Analytical Tools and Evaluation Methods

To elucidate how entrepreneurial activities and digital transformation impact economic outcomes, the data was
analyzed using descriptive statistics, correlations, multiple regressions, and digital vs. non-digital business models.
Various methods have been developed to assess the impact of innovation and digital transformation on the anticipated
trajectory of economic growth. To this end, the availability of adequate digital transformational business solutions is
a key indicator of digital readiness for the business environments. The framework is helpful in assessing the role of
sustainable business innovation and digital transformation on the organization's longevity and economic advancement
on a global scale.
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Results

The Role of Entrepreneurial Innovation in Economic Development

The research study strongly substantiates that entrepreneurial innovation is instrumental in driving economic growth
and the development of businesses. Compared to the traditional businesses, the analyzed startups and
innovation-driven enterprises demonstrated superior business longevity and sustainability. The survey demonstrated
that businesses with innovation-oriented business models increased their market competitiveness by 27.8% and their
growth by 22.4% in a year. Productivity and employment levels also increased, especially in technology and
service-oriented industries, as a result of entrepreneurial initiatives. Additional analysis showed that urban areas that
are economically productive and attract new investments tend to have substantial levels of entrepreneurial startups.

Table 3: Impact of Entrepreneurial Innovation on Economic Indicators

Economic Indicator Observed Improvement (%)
Market Competitiveness 27.8

Business Growth Rate 22.4
Employment Generation 18.9

Investment Expansion 20.7

Table 3 indicates, the influence of entrepreneurial innovation on key economic indicators is substantial. The evidence
proves that enterprises that are innovation-driven have a notable effect on enhancing business development, job
creation, and competitiveness.

Impact of Digital Transformation on Organizational Performance Ecosystem

Among the enterprises surveyed, digital transformation positively affected the performance of the enterprise.
Enterprises that leveraged technologies such as the cloud, artificial intelligence, and data analytics reported a 31.4%
increase in operational efficiency and a 36.2% increase in productivity. Enhanced performance in business was also
attributed to technology-driven enterprises incorporating digital tools to provide real-time personal services to
customers, Improving client engagement. Furthermore, enterprises that leveraged advanced technology demonstrated
superior market growth and profitability when compared to enterprises with limited technology adaption.

Table 4: Business Performance after Digital Transformation

Performance Factor | Improvement (%)
Operational Efficiency 314
Productivity Growth 36.2
Customer Engagement 24.5
Market Expansion 21.6

Table 4 presents the improvements in business performance post-digital transformation. Integrating digital technology
is positively associated with productivity, efficiency, and growth of the customer base.

Comparative Economic Development Analysis

The digital transformation of economies exhibited a distinct contrast from their relatively backward analog
counterparts. Economies with greater digital adoption experienced robust productivity growth, performance of
innovation, and enhanced entrepreneurial activity. The statistical examination revealed a positive correlation of 0.84
between the adoption of digital transformation and the performance of economic development. Traditional economies
that embraced technology to a lesser degree exhibited slower market responsiveness and meager innovation growth.
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Fig. 2: Effects of Entrepreneurial Innovation on Economic Growth

Fig. 2 reflects the effects of entrepreneurial innovation on other economic growth indices (i.e. market competitiveness,
growth of businesses, creation of jobs, and growth of investments). The findings suggest that enterprises driven by
innovation foster economic growth by enhancing efficiency and sustainability of the market.

Effects of Digital Transformation on Business Performance
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Fig. 3: Digital Transformation and Its Effects on Business Outcomes

Fig. 3 shows the levels of improvement on operational efficiency, improvement in productivity, customer engagement,
and market presence after the business digitally transforms. The findings suggest that digitally transforming businesses
experience stronger outcomes and gaining of business competitiveness.
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Discussion

Interpretation of Research Findings

This paper confirms the arguments of previous studies that entrepreneurial innovation and digital transformation are
linked to economic development and the process of organizational growth. Businesses with an innovation-oriented
strategy are competitive, perform better, and are more adaptable to market changes. They are also flexible and
competitive in the dynamic market. The research also confirms that global entrepreneurial innovation positively
interrelates with the entrepreneurship level, and also with the digital competencies of the given business environment.

Managerial and Economic Implications

This research presents fundamental economic and intuitive insights to help sustain innovation in the digital economy.
The combined role of digital infrastructure development, entrepreneurial training, and adaptive entrepreneurial skills
will result in the sustenance of business viability and stability. Organizations that will cultivate and appreciate an
innovation-oriented culture will successfully offset the threats of cognitive and strategic rigidity and stagnation,
including digital transformation. The entrepreneurial ecosystems involving governments, business, and academia will
more easily develop global markets.

Challenges and Future Opportunities

The benefits of digital transformation will be hampered when the threats of the lack of funding, digital presence,
culture, cybersecurity, and digital transformation resistance plague the business. Despite the entrepreneurship growth
barriers, there are still numerous opportunities to be gained through sustainable digital competencies integration. In
the long term, to achieve the desired results it will be vital to strengthen the digital economy, use Smart business tools,
Artificial Intelligence, and create accelerators of digital entrepreneurship that will push the desired global growth.

Conclusion

This study examined the combined influence of entrepreneurial innovation and digital transformation on global
economic development trends and business sustainability. The findings demonstrate that innovation-oriented
enterprises contribute substantially to organizational growth, market competitiveness, and economic expansion.
Businesses implementing entrepreneurial innovation strategies achieved a 27.8% improvement in market
competitiveness and a 22.4% increase in business growth, while digitally transformed organizations reported a 31.4%
enhancement in operational efficiency and a 36.2% rise in productivity. The study also identified a strong positive
correlation coefficient of 0.84 between digital transformation adoption and economic development performance,
indicating that technology-enabled business practices play a major role in shaping modern economic systems. These
outcomes highlight the growing importance of integrating entrepreneurship with digital technologies to strengthen
economic resilience, improve customer engagement, and support sustainable market expansion. The research
contributes to business and economic literature by presenting a comprehensive perspective on how entrepreneurial
innovation and digital transformation collectively influence organizational and economic performance. From a
practical standpoint, the study offers valuable insights for policymakers, entrepreneurs, and business leaders seeking
strategies to improve innovation capability, digital readiness, and long-term competitiveness. The findings further
emphasize the significance of digital investment, adaptive business models, and collaborative entrepreneurial
ecosystems in supporting sustainable economic progress. Future research may focus on Al-driven economic
innovation, sustainability-oriented business frameworks, and broader comparative studies involving developed and
emerging economies to better understand evolving global digital economic trends.
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