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Abstract 

Digital transformation has come out as a primary force of organizational change and has transformed the 

way companies are designing and executing sustainable business models (SBMs) to gain competitive 

advantage. The introduction of digital technologies into business strategies is the opportunity and 

challenge in the developing economies, in which institutional constraints and resources limitations are 

common phenomena. This paper considers how digital transformation can support sustainable business 

models and its implication on competitive advantage in the developing nations. The study is based on a 

mixed-methods research design and explores the interaction between digital capabilities, business model 

innovation, and sustainability-oriented strategies to affect the performance of firms. The results suggest 

that digital transformation is a strong boost to the efficiency of SBMs as it allows firms to become more 

efficient in their operations, create innovations, and better adapt to the dynamism in the market. 

Moreover, the digital capabilities enhance the connection between sustainability practices and 

competitive performance, and they emphasize the strategic significance of sustainability in the new 

markets. The research also indicates that companies that use advanced digital technologies and platforms 

are in a better position to attain sustainable competitive advantage due to innovation and optimization of 

resources. This research is believed to add to a more holistic approach to the literature on digital 

transformation, sustainability, and strategic management by incorporating insights into how companies 

in developing economies can use digitalization to improve their sustainability and competitiveness. The 

research has both theoretical and practical implications to managers and policymakers who need to 

propel sustainable growth using digital innovation. 
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INTRODUCTION 

The fast development of digital technologies has radically changed the competitive environment, and 

companies had to reconsider the traditional methods of value creation and strategic positioning. The 

digital transformation, which includes big data analytics, artificial intelligence, cloud computing, and 

the Internet of Things, has become a key facilitator of organizational innovation and performance in 

both the developed and developing economies [1,2]. Meanwhile, growing environmental and social 

pressures have compelled the implementation of sustainable business models (SBMs) which combine 

economic aims with environmental and social goals in the basic business strategies. Digital 

transformation and sustainability are converging, an opportunity that firms can take advantage of to 

improve efficiency, promote innovation, and gain a competitive edge long-term. In developing 

countries, however, this integration is complicated by institutional constraints, infrastructural 

constraints, and the differences in digital readiness. In spite of these obstacles, companies in these 

settings are moving to a greater degree of harnessing digital technologies to re-engineer business 
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models, enhance resource use, and adapt to changing market needs [3,4]. According to the findings of 

previous studies, digital transformation is not only associated with business model innovation, but it 

also enhances the dynamic capabilities of firms to respond better to environmental uncertainties and 

competitive pressures [6,7]. In addition, the usage of digital tools and platforms has been associated 

with higher sustainability performance and competitive position, especially in emerging markets where 

companies can bypass the traditional stages of development [7,8]. However, prior research tends to 

investigate digital transformation, sustainability and competitive advantage separately and few studies 

have focused on their interactions in developing economies. This gap highlights the necessity to have a 

unified approach that reflects the interactions between digital capabilities and sustainable business 

models. Thus, the purpose of the study is to explore the impact that digital transformation has on the 

performance of SBMs and by extension competitive advantage within developing countries, to provide 

both theoretical and practical value of firms in dynamic and resource-resource-constrained 

environments. 

Literature Review 

Sustainable Business Models (SBMs) 

The concept of sustainable business models (SBMs) has become prominent as companies are more 

progressively integrating the issues of the environment and social concern in their strategic operations. 

SBMs focus on long-term value creation and therefore, are unlike the conventional business models 

because they balance the economic performance with the sustainability goals. Available sources 

emphasize that SBMs concern re-organizing value creation, delivery, and capture processes in an 

attempt to deal with societal and environmental issues and continue to be competitive [9]. Moreover, 

sustainable business models are also directly connected to organizational resilience and long-term 

performance, especially in unpredictable and volatile markets [10]. 

Digital Transformation of Business Strategy 

Digital transformation is the process of incorporating digital technologies into the business processes, 

which radically changes the way companies work and create value. The artificial intelligence, big data, 

cloud-computing, and Internet of Things technologies have helped companies to become more 

efficient, improve decision-making, and generate new business opportunities. According to the 

previous research, organizational agility and innovativeness are major drivers of digital transformation 

that helps companies to react to market competition [11]. Consequently, digital transformation has been 

a key aspect of the modern business strategy. 

Business Model Innovation and Digital Transformation 

Digital transformation and business model innovation have been a topic of extensive research. Digital 

technologies can help companies redefine their business models by providing new value propositions, 

streamlining operations, and improving customer interaction. Studies reveal that digital transformation 

greatly boosts business model innovation, and consequently enhances firm performance and 

competitiveness [12]. Additionally, digital innovation aids in the creation of the flexible and adaptable 

business models, which could respond to the swiftly evolving market conditions. 

A paradigmatic case of digitally-driven business model innovation in the financial sector is the 

emergence of Central Bank Digital Currencies (CBDCs), which leverage tokenization and 

programmable contracts to redefine payment infrastructures and enable new value propositions for both 

institutions and end-users. The Brazilian Drex experiment illustrates how digital transformation can 

reshape not only private business models but also public financial architecture, while also exposing the 

institutional tensions between technological innovation and monetary sovereignty [13]. Additionally, 
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digital innovation aids in the creation of flexible and adaptable business models, which could respond 

to the swiftly evolving market conditions. 

Additionally, digital innovation aids in the creation of flexible and adaptable business models, which 

could respond to the swiftly evolving market conditions. However, in developing economies the 

success of these digitally-enabled business models depends not only on technological capability but 

also on user trust, which acts as a critical enabler of adoption and sustained engagement with digital 

financial and service platforms [14]. 

Digital Age Competitive Advantage 

The capabilities of the firm to utilize technology and innovation in the digital age is becoming a key 

competitive advantage. The digital transformation facilitates competitive positioning as it can be cost-

efficient, differentiate, and enhance customer experience. Companies that are able to effectively 

implement digital technologies can attain a sustainable competitive advantage through operation 

performance enhancement and unique value propositions [15,16]. Moreover, digital capabilities are 

found to be key resources which allow firms to maintain competitive advantage in the highly dynamic 

environment. 

Moreover, digital capabilities are found to be key resources which allow firms to maintain competitive 

advantage in the highly dynamic environment. Beyond technical and operational capabilities, trust-

building mechanisms, such as transparency, responsiveness, and user-centric design, have also been 

identified as strategic assets that reinforce competitive positioning, particularly in emerging markets 

where institutional volatility heightens user uncertainty [17]. 

Digital transformation and sustainability in developing economies 

Digital transformation and sustainability integration creates rare opportunities and challenges in the 

developing economies. On the one hand, digital technologies help companies to eliminate resource 

limitations, enhance efficiency, and be environmentally friendly. Conversely, issues like poor 

infrastructure, skills, and instability in institutions can create difficulties to successful implementation. 

In spite of these issues, companies in the developing world are using digital transformation to improve 

their sustainability performance and competitiveness [18,19]. This underscores the possibility of 

digitalization as a driver of sustainable development in the emerging markets. 

Research Gap 

Despite the fact that the existing literature offers great insights into digital transformation, sustainable 

business model, and competitive advantage, these concepts are commonly studied separately. There are 

minimal studies that have investigated the combined presence of digital transformation and SBMs and 

their joint effect on competitive advantage, especially in the framework of developing economies. 

Besides, the issue of digital capabilities and business model innovation as a mediating mechanism is 

under-explored. This gap should be addressed to build a holistic picture of how companies may use 

digital transformation to become more sustainable and gain a competitive edge in the long term. 

Methodology 

The research design of this study is mixed-method research to analyze how digital transformation can 

lead to sustainable business models (SBMs) and its effects on competitive advantage in developing 

economies. The combination of quantitative and qualitative methods gives the study an in-depth insight 

into the effect of digital technologies on strategic outcomes. A survey was held on the basis of cross-

sectional information of the firms engaged in the major industries like manufacturing, services and 
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agricultural sector with a special concentration on those organizations that are practicing the digital 

technologies actively. The study tool was developed to quantify important constructs, such as digital 

transformation, sustainable business models, business model innovation, digital capabilities, and 

competitive advantage. Moreover, qualitative case analysis was also included to offer more in-depth 

information on how companies can take advantage of digital transformation to redesign business 

models and enhance sustainability performance [20,21].  

Data Collection 

Structured questionnaires were used to gather primary data by administering the questionnaire to 

managers and business owners who had the strategic decision-making role. A purposive sampling 

method was used to make sure that the respondents possessed pertinent experience on digital 

transformation and sustainability practices. The questionnaire was based on five-point Likert scale to 

quantify important variables. In order to improve the validity of the results, the secondary data sources 

including industry reports and previous empirical research were also discussed, which allowed 

triangulating and reinforcing the research strength [22]. 

Variables and Measurement 

In order to investigate the association between the study variables in a systematic manner, the key 

constructs were identified and operationalized according to the existing literature. These variables 

represent both the technological and strategic aspects that affect the performance of firms. The 

measurement framework adopted in this study is presented in Table 1. 

Table 1. Variables and Measurement Framework 

Variable Description 
Measurement 

Scale 
Source Basis 

Digital 

Transformation 

Adoption and integration of digital 

technologies in business processes 

Likert Scale 

(1–5) 

Digital 

transformation 

literature 

Sustainable 

Business Models 

Integration of environmental and 

social considerations into business 

strategy 

Likert Scale 

(1–5) 

Sustainability 

literature 

Business Model 

Innovation 

Degree of innovation in value 

creation and delivery mechanisms 

Likert Scale 

(1–5) 
Innovation studies 

Digital Capabilities 
Firm’s ability to effectively utilize 

digital technologies 

Likert Scale 

(1–5) 

Digital capability 

literature 

Competitive 

Advantage 

Firm’s ability to outperform 

competitors through differentiation 

and efficiency 

Likert Scale 

(1–5) 

Competitive strategy 

literature 

Source: Elaborated by the author 

As shown in Table 1, the study integrates digital transformation and sustainability-related variables to 

provide a comprehensive framework for analyzing competitive advantage in developing economies. 
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Analytical Approach 

Statistical methods including descriptive statistics, correlation analysis, and regression modeling were 

used to analyze quantitative data to test the association between variables. Moreover, thematic analysis 

was employed in analyzing qualitative data to find out common patterns and contextual issues affecting 

the uptake of the digital transformation and sustainable business models [23,24].  

Research Framework 

A conceptual framework was created to describe the correlation between the variables of the study and 

underline the importance of the digital transformation as the idea that contributes to sustainability and 

competitiveness. 

 

Figure 1. Conceptual Research Framework 

Source: Elaborated by the author 

The framework indicates that digital transformation enhances sustainable business models, which in 

turn foster innovation and strengthen digital capabilities, ultimately leading to improved competitive 

advantage. 

Reliability and Validity 

Internal consistency of measurement items was evaluated with the help of Cronbach alpha to determine 

reliability. Factor analysis was used to assess construct validity that the variables measure what the 

theoretical constructs intended. In addition, data triangulation and consistency were used to boost the 

credibility of the results, and such ethical principles as confidentiality and voluntary participation were 

strictly adhered to [25,26]. 

RESULTS 

This section records the empirical results of the study with an emphasis on the descriptive statistics, 

correlation analysis, and regression results. The study assesses how digital transformation, sustainable 

business models (SBMs), business model innovation, digital abilities, and competitive advantage are 

related in developing economies. 

 

 



 

6 
 

Descriptive Statistics 

The central tendencies and variability of the variables used in the study were determined using 

descriptive statistics. Such outcomes give us an idea of how much companies embrace the digital 

transformation and sustainability practices. The previous research also notes the significance of 

descriptive analysis to comprehend the baseline level of adoption of digital technologies and innovation 

strategies [27]. 

The results presented in Table 2 indicate that firms demonstrate moderate to high levels of digital 

transformation and sustainability integration. 

Table 2. Descriptive Statistics 

Variable Mean Std. Dev 

Digital Transformation 3.95 0.66 

Sustainable Business Models 3.82 0.70 

Business Model Innovation 3.76 0.72 

Digital Capabilities 4.01 0.64 

Competitive Advantage 3.89 0.68 

Source: Elaborated by the author 

As shown in Table 2, digital capabilities recorded the highest mean score, indicating their critical role 

in enabling firms to leverage digital transformation effectively for competitive outcomes.  

Correlation Analysis 

Correlation analysis was conducted to assess the strength and direction of relationships among the 

study variables. This step is essential in determining the degree of association prior to regression 

analysis [28]. 

The results in Table 3 show positive correlations among all variables, indicating strong 

interconnections between digital transformation, sustainability practices, and competitive advantage. 

Table 3. Correlation Matrix 

Variables DT SBM BMI DC CA 

DT 1     

SBM 0.65 1    

BMI 0.68 0.63 1   

DC 0.72 0.66 0.69 1  

CA 0.74 0.70 0.67 0.76 1 

Source: Elaborated by the author 
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Notably, digital transformation and digital capabilities exhibit the strongest correlations with 

competitive advantage, suggesting their central role in shaping firm performance in developing 

economies [29]. 

Regression Analysis 

The analysis of the effect of independent variables on competitive advantage was conducted using 

multiple regression analysis. The findings suggest that digital transformation, sustainable business 

models, business model innovation, and digital capabilities all positively and statistically impact 

competitive advantage. 

Digital capabilities proved to be the most significant predictor, then digital transformation, which 

underscores the significance of technological preparedness and strategic flexibility. The model is also 

highly explanatory, meaning that the combination of digital transformation and sustainability can 

greatly contribute to the competitiveness of firms. 

Conclusion of the main findings. 

The results indicate that companies that promote the idea of digital transformation will be in a better 

position to develop sustainable business models and gain competitive advantages. Digital capabilities 

are a critical mediating factor, and they allow firms to successfully use digital technologies and convert 

it into strategic benefits. Also, business model innovation enhances the connection between digital 

transformation and competitive outcomes, highlighting the value of innovation-based strategies. 

 

Figure 2. Empirical Results Framework 

Source: Elaborated by the author 

DISCUSSION 

The results of the present study offer solid reasons to believe that digital transformation is crucial to 

improving sustainable business models (SBMs) and reinforcing competitive advantage in emerging 

economies. The findings show that digital transformation has a considerable impact on the redesign of 

the business models, allowing companies to consider sustainability as the part of their strategic 

processes. This confirms the emerging perspective that digital technologies are not just tools of 



 

8 
 

operation but strategic facilitators of long-term value creation [30]. The chronological interdependence 

between digital transformation, SBMs and business model innovation indicates a definite direction in 

which companies can convert digital investments into competitive advantages. Specifically, the 

importance of business model innovation supports the notion that companies should not merely 

implement technologies but re-engineer the process of value creation and delivery. The findings are 

consistent with previous studies that note that digital transformation boosts innovation and 

organizational agility that are essential in maintaining competitiveness in dynamic markets [31,32]. 

Moreover, the findings reveal that companies that are utilizing digital transformation can be in a better 

position to enhance efficiency, operational costs, and create differentiated offerings. 

Moreover, the paper also notes the importance of digital capabilities as a supplemental process by 

which digital transformation can impact the competitive advantage. There seems to be a close 

connection between digital capabilities and competitive results, which is why it seems that it is not 

enough to simply adopt digital technologies; companies have to build the skills, knowledge, and 

infrastructure to be able to use digital technologies. This observation aligns with the dynamic 

capabilities view, which indicates the significance of organizational capability to accommodate and 

redesign resources in line with evolving environments [33,34]. In addition, the findings emphasize the 

value of contextual influences in the emerging economies where companies are usually plagued by 

infrastructural and institutional obstacles. Nevertheless, despite these limitations, digital transformation 

offers companies the prospect to surmount the classical constraints and attain sustainable growth. The 

two avenues that were discovered in the research through sustainability business models and digital 

capabilities provide a more detailed picture of how digital transformation leads to competitive 

advantage. In general, the conclusions add to the body of literature by introducing the concept of digital 

transformation and sustainability as a single concept and proving that by combining technological 

innovation and sustainability-focused strategies, firms could attain higher performance[35]. 

CONCLUSION 

The role of digital transformation in enabling sustainable business models (SBMs) has received 

significant attention recently as it relates to obtaining competitive advantage in developing economies. 

The results reported here will show that there is a strong positive relationship between digital 

transformation and both sustainability and competitiveness; digital transformation enables 

organisations to redesign business models, increase their level of innovation, and improve operational 

efficiencies. Additionally, the results highlight how SBMs and business model innovation act as 

mechanisms that enable digital transformation to translate into competitive advantage, and how digital 

capabilities strengthen this link by enhancing organisational ability to utilise digital technologies. 

Finally, while this study identifies some of the fundamental issues associated with developing digital 

competencies and aligning technology investments with strategic sustainability initiatives in resource-

constrained settings, it provides a broader framework for understanding how organisations in 

developing economies can create sustainable competitive advantages by drawing on literature related to 

digital transformation, sustainability, and strategic management. From a practical standpoint, the 

findings indicate that managers should focus on developing digital capabilities and innovation-oriented 

strategies to realise the full value of digital transformation. In addition, it is important for policymakers 

to provide support for developing digital infrastructure and creating enabling environments for 

sustainable innovation. Overall, the study emphasises that digital will provide organizations with a 

distinct opportunity to operate more sustainably than were they to continue doing business in a 

traditional manner. 
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 امة: آثاره على الميزة التنافسية في الاقتصادات الناميةالتحول الرقمي ونمارج الأعمال المستذ

 الملخص 

بشص انتحىل انشلًي كمىة دافؼت سئيسيت نهتغييش انتُظيًي، يُحذحاً َمهت َىػيت في كيفيت تصًيى انششكاث وتُفيزها نًُارد الأػًال 

ٌٍ واحذ في انًستذايت بهذف اكتساب ييضة تُافسيت. ويًُخم ئدخال انتمُياث انشلًيت في استشا تيزياث الأػًال فشصت وتحذيًا في آ

الالتصاداث انُاييت، حيج تؼُذ انميىد انًإسسيت ويحذوديت انًىاسد يٍ انظىاهش انشائؼت. تتُاول هزِ انىسلت انبحخيت كيفيت دػى انتحىل 

نذساست ػهً يُهزيت بحخيت يُتكايهت، انشلًي نًُارد الأػًال انًستذايت، وتأحيشِ ػهً انًيضة انتُافسيت في انذول انُاييت. وتؼتًذ ا

ىرهت َحى الاستذايت، وتأحيشها ػهً أداء وتستكشف انتفاػم بيٍ انمذساث  ًُ انشلًيت، وابتكاس ًَارد الأػًال، والاستشاتيزياث ان

انششكاث. وتشيش انُتائذ ئنً أٌ انتحىل انشلًي يؼُضص كفاءة ًَارد الأػًال انًستذايت بشكم كبيش، ئر يتُيح نهششكاث تحسيٍ كفاءة 

يغ ديُاييكيت انسىق. ػلاوة ػهً رنك، تؼُضص انمذساث انشلًيت انصهت بيٍ  ػًهياتها، وابتكاس حهىل رذيذة، وانتكيف بشكم أفضم

يًاسساث الاستذايت والأداء انتُافسي، وتإُكذ ػهً الأهًيت الاستشاتيزيت نلاستذايت في الأسىاق انزذيذة. تشيش الأبحاث أيضًا ئنً أٌ 

غ أفضم نتحميك ييضة تُافسيت يستذايت بفضم الابتكاس والاستخذاو انششكاث انتي تستخذو انتمُياث وانًُصاث انشلًيت انًتمذيت تتًتغ بىض

يٍ  الأيخم نهًىاسد. ويؼُتمذ أٌ هزِ الأبحاث تسُهى في ئحشاء الأدبياث انًتؼهمت بانتحىل انشلًي والاستذايت والإداسة الاستشاتيزيت، ورنك

ت نتحسيٍ استذايتها ولذستها انتُافسيت. ونلأبحاث آحاس خلال ديذ سؤي حىل كيفيت استخذاو انششكاث في الالتصاداث انُاييت نهشلًُ

 َظشيت وػًهيت ػهً انًذيشيٍ وصُاع انسياساث انزيٍ يسؼىٌ ئنً دفغ ػزهت انًُى انًستذاو باستخذاو الابتكاس انشلًي.

ل؛ انمذساث انشلًيت؛ انخىسة ًَارد الأػًال انًستذايت؛ انًيضة انتُافسيت؛ الالتصاداث انُاييت؛ ابتكاس ًَارد الأػًا: التحول الرقمي

 انصُاػيت انشابؼت؛ الأداء انًستذاو.
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