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 Information Technology has become a strategic factor in driving 
business transformation in the digital era. The application of 
Information Technology enhances operational efficiency 
through automation, supports data-driven decision-making, 
expands access to global markets, and facilitates product and 
service innovation. However, these changes also create new 
challenges, including the need for rapid adaptation to market 
dynamics, data-driven competition, and cybersecurity risks. This 
study employs a literature review approach to examine the 
contribution of Information Technology to organizational 
performance, competitive strategy, and its influence on 
relationships with customers and suppliers. The findings reveal 
that the strategic integration of Information Technology not 
only generates cost efficiency but also increases organizational 
flexibility in responding to environmental changes. Furthermore, 
Information Technology plays a crucial role in supporting 
business model innovation, strengthening service 
personalization, and fostering long-term sustainability. This 
research emphasizes that Information Technology is not merely 
an operational tool but a primary source of competitive 
advantage that determines business competitiveness in the digital 
age. 
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1. Introduction 

The development of Information Technology (IT) has been a key driver of 

global business transformation, especially in the last two decades. Digitalization does 

not only bring about technical changes but also creates a fundamental strategic impact 

on how companies operate, communicate, and create added value for stakeholders. 

Initially, IT was often seen as a mere administrative tool, but it has now evolved into 

the foundation of modern business strategy, directly influencing almost all aspects of 

an organization's operations. Its impact is clearly visible in more efficient supply chain 

management, more adaptive marketing strategies, accelerated product innovation, and 

more accurate data-driven decision-making. According to Chege et al. (2020), the 

effective application of IT is proven to significantly improve company performance 

as it enables accelerated access to information, optimization of work processes, and 

encourages the creation of new business models that are more responsive to changes 

in the external environment. 

The current digital era is also marked by an increasingly complex level of 

business competition. Competition is no longer determined by the ownership of 

physical assets such as capital, factories, or distribution, but is shifting towards the 

mastery of information, the ability to process data, and the application of advanced 

analytical technology. Companies that are able to integrate big data, artificial 

intelligence (AI), and the Internet of Things (IoT) have a much greater opportunity 

to create a sustainable competitive advantage. The study by Judijanto et al. (2024) 

confirms that the use of IoT in the information technology industry in Indonesia not 

only increases operational efficiency but also strengthens the company's competitive 
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position by presenting business solutions that are more innovative and efficient in the 

long term. In addition to the technological aspects, globalization and internet 

penetration have expanded cross-country market opportunities. E-commerce, 

marketplaces, and other digital platforms open the way for small and medium-sized 

enterprises (SMEs) to participate in global trade which was previously dominated by 

large companies. 

 However, behind these great opportunities, there are also a number of risks 

that cannot be ignored. The main challenges arise from data security issues, 

differences in regulations between countries, and changes in consumer behavior that 

increasingly demand service speed, business process transparency, and product 

personalization (Dymitrowski & Mielcarek, 2021). From a business strategy 

perspective, IT plays an important role in supporting the optimization of the 

marketing mix. Products are no longer limited to physical forms but can be realized 

in a digital format that is easily accessible to consumers. Prices can be set dynamically 

following constantly changing market demand patterns. Distribution does not have to 

be through conventional channels, but can be done online with a wider reach. 

Furthermore, data analytics capabilities support the personalization of offers so that 

relationships with customers become more in-depth and sustainable. This is in line 

with the findings of Amesho et al. (2021) who highlight that technology and 

innovation systems play a major role in strengthening competitive advantage while 

improving public services, as shown by the experience in Taiwan. 

However, the integration of IT is also accompanied by a number of serious 

challenges. First, the threat of cyber security is increasing along with the company's 
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dependence on sensitive digital data. Second, the very rapid dynamics of technological 

development require companies to continue to innovate so as not to be left behind. 

Third, the adoption of IT requires a large investment, both in terms of infrastructure 

and human resource development, which is often difficult to meet, especially by 

SMEs. These challenges emphasize the need for a special strategy in managing IT 

resources so that their benefits can be maximized while minimizing the risks that may 

arise (Al Mubarak & Hamdan, 2023). Against this background, this study aims to 

analyze in more depth the role of IT in improving operational efficiency, encouraging 

sustainable innovation, and building competitive advantage in the digital era. Through 

a review of the latest literature, this research is expected to provide a comprehensive 

overview of the contribution of IT to modern business strategies, and offer practical 

insights into the challenges that companies need to anticipate in order to survive and 

grow amidst the global current of change. 

2. Literature Review 

2.1. Information Technology and Operational Efficiency 

The Information Technology (IT) plays a very important role in improving a 

company's operational efficiency through various mechanisms, such as business 

process automation, integration of systems between departments, and more effective 

and structured data management. The application of IT allows routine activities that 

previously required a lot of time and effort to be carried out more quickly, accurately, 

and with minimal human error. With an integrated system, coordination between 

company units becomes smoother so that each department can obtain the information 
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needed in real-time. One of the most prominent aspects is the implementation of IT-

based supply chain management systems. This system helps companies reduce 

logistics costs by optimizing distribution routes, speeding up the process of shipping 

goods, and increasing the accuracy of information related to stock availability and 

market demand. According to Waringga et al. (2022), IT supports all activities in the 

supply chain by accelerating the flow of information from upstream to downstream, 

which has a direct impact on increasing productivity and strengthening the company's 

competitive advantage in the midst of increasingly fierce competition.  

Recent studies also confirm that IT-based operational efficiency has a 

significant contribution to business sustainability. Companies that use IT are not only 

able to reduce operational costs but can also respond to market changes and consumer 

needs more quickly and adaptively. This reinforces the findings of Chege et al. (2020) 

which show that IT adoption is able to increase competitiveness while ensuring 

companies remain relevant in the digital era. 

2.2. Information Technology and Business Innovation 

Apart from playing a role in increasing operational efficiency, Information 

Technology (IT) is also a key catalyst in encouraging innovation in products, services, 

and more adaptive business models. The presence of IT allows companies to explore 

new ideas that were previously difficult to realize due to limited resources and access 

to information. Through the use of digital technology, companies can develop 

application-based services, online platforms, and cloud-based solutions that add value 

to customers. This type of innovation opens up greater opportunities for companies 

to win market competition, especially in the digital era which is characterized by rapid 
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changes in consumer preferences and industry dynamics. According to Dymitrowski 

and Mielcarek (2021), innovation in technology-based business models makes a 

significant contribution to increasing a company's competitiveness.  

This happens because the use of IT enables the creation of more flexible 

business processes, more efficient operational costs, and an increasingly personalized 

customer experience. In this way, companies can build differentiation that is difficult 

for competitors to imitate. Furthermore, Judijanto et al. (2024) highlight the 

importance of integrating the Internet of Things (IoT) into modern business 

processes. This integration not only encourages efficiency through automation and 

real-time data management but also strengthens the company's ability to adapt to ever-

changing market dynamics. Therefore, IT should be viewed not just as a supporting 

instrument, but as the core of a modern business innovation strategy that determines 

the company's long-term sustainability and success. 

3. Methods 

This research uses a literature review method with a qualitative approach that 

focuses on the collection, analysis, and synthesis of various scientific sources relevant 

to the role of Information Technology (IT) in business. Literature sources are 

obtained from indexed international journal articles, academic books, and other 

scientific publications that specifically discuss the link between IT and modern 

business strategies. The inclusion criteria used in the selection of literature are quite 

strict, namely only including articles that have been published, focusing on key issues 

such as the relationship between IT and efficiency, innovation, competitive advantage, 
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and data security, and are available in abstract and full-text form to allow for more in-

depth analysis. The analysis process begins with the identification of sources using 

various leading scientific databases from Google Scholar. Literature selection is 

carried out to filter articles that are truly relevant to the research objectives, until finally 

the main articles that are considered most representative are selected.  

These articles are then examined in more depth to obtain a comprehensive 

understanding of the contribution of IT in various business aspects. The next stage is 

theme categorization, where the selected literature is grouped into three main focuses. 

The first theme is operational efficiency, which highlights the role of IT in accelerating 

processes, reducing costs, and increasing productivity. The second theme is business 

innovation, which emphasizes how IT can be a catalyst for the birth of new and more 

adaptive products, services, and business models. The third theme is competitive 

advantage, which explains how the application of IT is able to create differentiation, 

increase competitiveness, and strengthen a company's position in the global market.  

The final stage in the analysis is synthesis, which is a comprehensive 

comparison of the results of previous research to find patterns, research gaps, and the 

real contribution of IT to modern business strategies.  Through this synthesis, a 

broader picture of the direction of current research developments and its relevance to 

business practice is obtained. The literature review method was chosen because it is 

able to provide a more comprehensive analysis without being limited by a single 

empirical context. This approach also provides added value in the form of identifying 

global trends related to the role of IT in the business world, so that the research results 
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are not only descriptive but also able to offer strategic insights for future business 

development. 

4. Results 

The results of the literature review show that the application of Information 

Technology (IT) in business has made a significant contribution to a company's 

efficiency, innovation, and competitive advantage. IT does not only function as an 

operational supporter but also as a strategic factor that changes business models, the 

way companies create value, and how they interact with customers and other 

stakeholders. As the digital era develops, companies are faced with the need to adapt 

quickly to a dynamic environment, where IT acts as the main catalyst. This process 

not only requires investment in technology but also changes in organizational culture, 

improvement of employee skills, and a clear strategy to ensure all these elements are 

aligned with bigger business goals. In this way, digital transformation can be a catalyst 

that changes the way companies operate and interact with the world around them. 

Digital transformation has become the main driver in changing the way organizations 

interact with consumers, suppliers and employees (Nova et al., 2024). 

First, in the aspect of efficiency, the literature confirms that the automation of 

business processes through IT-based systems is able to reduce costs, reduce cycle 

times, and increase the accuracy of decision-making. Technologies such as Enterprise 

Resource Planning (ERP), Customer Relationship Management (CRM), and Supply 

Chain Management (SCM) have become the foundation of modern company 

efficiency. Chege et al. (2020) research shows that IT innovation plays an important 
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role in increasing company productivity and performance in Kenya, especially through 

the digitalization of the supply chain and information management. Companies that 

succeed in integrating information systems not only gain cost efficiency but also have 

a better response speed to market changes. 

Next, efficiency can also be seen in the integration of Internet of Things (IoT)-

based systems which allows companies to connect devices, machines, and 

infrastructure in one digital ecosystem. According to Judijanto et al. (2024), IoT is able 

to increase the operational efficiency of the technology industry in Indonesia by 

providing real-time data that can be used for planning, predictive maintenance, and 

quality control. The data generated from IoT sensors helps companies in making quick 

decisions while reducing the risk of operational errors. This shows that efficiency is 

not only about costs, but also the ability to manage information in a smarter and more 

adaptive way. 

Second, in the context of business innovation, IT has opened up opportunities 

for companies to create new products and services that were previously impossible to 

realize. Digitalization allows companies to offer application-based products, cloud-

based services, and interactive platforms that improve the customer experience. 

Dymitrowski and Mielcarek (2021) confirm that technology-based business model 

innovation directly increases a company's competitiveness, especially for companies 

that are able to utilize big data and artificial intelligence. By using data analytics, 

companies can understand customer preferences in more depth and provide 

personalized offers. 
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In addition, public service innovation is also an important aspect of IT 

utilization. Amesho et al. (2021) show how the city government of Kaohsiung in 

Taiwan succeeded in improving the quality of public services through the adoption of 

a technological innovation system. The result is not only service efficiency but also 

increased public satisfaction which indirectly strengthens the competitive advantage 

of public sector organizations. This shows that the application of IT for innovation is 

not limited to the private sector but also to public and non-profit organizations. 

Third, IT integration plays a major role in building a company's competitive 

advantage. This advantage arises from a combination of operational efficiency and 

business model innovation. Companies that successfully integrate IT into their 

business strategies can differentiate themselves from competitors, either through 

better service quality, more competitive prices, or faster product distribution. Al 

Mubarak and Hamdan (2023) state that technological innovation is a key pillar in 

building a sustainable competitive advantage, especially in an era when market 

dynamics are changing very quickly. 

The literature also shows that IT-based competitive advantage does not only 

depend on the technology itself but also on management's ability to manage 

organizational change. Chege et al. (2020) emphasize that leadership and 

organizational culture play an important role in ensuring the success of IT adoption. 

Without strong management support, IT adoption often fails to produce significant 

added value. Therefore, the IT implementation strategy must involve all 

organizational levels, from top management to operational employees. 
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Although IT offers various advantages, the literature also highlights the serious 

challenges faced by companies. One of them is data security. As digitalization 

increases, the threat of cyber attacks, data leaks, and misuse of information becomes 

more real. According to Dymitrowski and Mielcarek (2021), cyber security violations 

can damage the business model of innovative companies, because customer trust is 

the main asset in digital business. Therefore, investment in information security 

systems is a crucial aspect of IT strategy. 

Apart from security, another challenge is the large capital requirement for 

implementing the latest technology (Akbar et al., 2023). Small and medium-sized 

companies (SMEs) often face limitations in adopting advanced IT due to financial 

limitations and human resources. Chege et al. (2020) note that although SMEs have 

high flexibility in adapting, they still need government policy support and 

collaboration with external partners to be able to compete in the digital market. 

The results of the literature study also show that the success of IT 

implementation is highly influenced by the context of the business environment, both 

in developed and developing countries. In developed countries, companies tend to 

have greater resources to invest in the latest technology, while in developing countries, 

IT adoption is often hampered by limited digital infrastructure. However, apart from 

these differences, global trends show that IT remains the main driver of innovation 

and economic growth. This is confirmed by Rahmadi's (2023) report which shows 

that business digitalization after the COVID-19 pandemic accelerated IT adoption 

across sectors, from health services, education, to international trade. 
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In the context of customer relationships, the results of the literature show that 

IT supports a more in-depth personalization strategy. Through big data analytics, 

companies can track consumer behavior, predict preferences, and develop more 

effective marketing strategies. Judijanto et al. (2024) show that the use of real-time 

data from IoT allows companies to adjust products and services according to 

customer needs more quickly. This personalization not only increases customer 

satisfaction but also strengthens long-term loyalty. 

Furthermore, the literature also highlights how IT supports business 

sustainability in the long term. Al Mubarak and Hamdan (2023) emphasize that 

sustainable competitive advantage cannot be achieved only with efficiency but also 

through continuous innovation and adaptation to market changes. In this case, IT is 

an important tool to monitor global trends, identify new opportunities, and anticipate 

potential risks. The results of this literature study show that the strategic integration 

of IT is an urgent need for companies that want to survive and grow in the digital era. 

IT not only increases efficiency and productivity but also encourages innovation, 

strengthens relationships with customers, and builds a sustainable competitive 

advantage. The challenges that arise, such as cyber security and limited resources, must 

be managed with the right strategy so as not to reduce the benefits offered by IT. 

Thus, IT is not just an operational tool, but a strategic resource that determines 

business success in the digital era. 
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5. Discussion 

The results of the literature review show that Information Technology (IT) has 

a unique dual role in the modern business world: on the one hand, it is the main driver 

of efficiency and innovation, but on the other hand, it also brings serious challenges 

that can hinder organizational performance if not managed properly. This discussion 

emphasizes a critical analysis of how IT is a double-edged sword in business strategy, 

as well as how different contexts, both between developed and developing countries 

and between large and small companies, influence the success rate of IT 

implementation. 

One important finding is that IT not only increases efficiency through 

automation but also redefines the concept of competitive advantage. Companies that 

successfully integrate IT into their strategies are able to differentiate themselves from 

competitors through faster services, personalized products, and more effective 

distribution systems. However, this advantage is often dynamic. According to Al 

Mubarak and Hamdan (2023), the competitive advantage generated by IT can quickly 

disappear if the company fails to carry out continuous innovation. This shows that IT 

is not an absolute guarantee of success, but rather a tool whose value is highly 

dependent on its management strategy. 

In the context of developed countries, IT implementation is more focused on 

the integration of advanced technologies such as artificial intelligence (AI), big data 

analytics, and the Internet of Things (IoT). Strong digital infrastructure allows 

companies to maximize the potential of IT. On the other hand, in developing 

countries, the main obstacles lie in the limitations of infrastructure, capital, and human 
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resources. Chege et al. (2020) confirmed that although small companies in Kenya 

show high flexibility in adopting IT, they still need government policy support and 

collaboration with external partners to be able to compete in the global market. Thus, 

although IT offers the same opportunities, the level of benefits obtained is highly 

dependent on the environmental context. Technological advancements and 

innovative practices are needed to respond to environmental pressures and achieve 

sustainability. To summarize, Information Technology is an important factor for 

organizational sustainability (Mubarok et al., 2024). 

Differences are also seen between large companies and SMEs (Mayr et al., 

2021). Large companies tend to have adequate financial and technological resources 

to invest in advanced IT, while SMEs face limitations in capital and skilled labor. 

However, the literature shows that the flexibility of SMEs allows them to adapt more 

quickly to market changes compared to larger, more bureaucratic companies. 

Judijanto et al. (2024) even emphasize that the integration of IoT in technology 

companies in Indonesia provides benefits not only in efficiency but also in the ability 

of SMEs to compete with larger companies through digital innovation.  

Another no less important challenge is the issue of cyber security. Widespread 

digitalization increases the risk of data leaks, hacking, and cyber attacks that can 

damage a company's reputation. Dymitrowski and Mielcarek (2021) warn that an 

innovative business model can collapse if it is not balanced with an adequate security 

system. Therefore, investment in data security must be viewed not as an additional 

cost, but as a strategic element in maintaining the sustainability of a digital business. 
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This discussion also underlines that IT has a broad social impact. The 

application of IT not only changes the way companies operate but also changes 

consumer behavior.  By considering these factors, it can be concluded that IT is an 

important foundation for companies in the digital era, but the success of its 

implementation requires a combination of technology investment, strategic 

management, security, and the organization's ability to adapt.  

6. Conclusion 

This literature study confirms that Information Technology (IT) has become a 

strategic factor that determines a company's competitiveness in the digital era. The 

results of the study show that IT plays a role in three main dimensions: improving 

operational efficiency, encouraging product and business model innovation, and 

creating a sustainable competitive advantage. The application of digital systems such 

as IoT, big data analytics, and cloud-based platforms is proven to accelerate business 

processes, reduce costs, and expand market reach. However, the benefits of IT do not 

come without challenges. The threat of cyber security, capital limitations, and the 

digital infrastructure gap, especially in developing countries, are real obstacles to 

technology optimization.  

In addition, the competitive advantage gained through IT is dynamic, so 

companies are required to continue to innovate and adapt to market changes. The 

success of IT adoption is also highly influenced by management support, 

organizational culture, and the right integration strategy. Thus, IT must be viewed not 

just as an operational tool, but as a strategic resource that is able to change the 
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direction of business development. Companies that are able to integrate IT with a 

long-term vision, continuous innovation, and an adequate security system will have a 

greater opportunity to survive and grow in an increasingly competitive global market. 

IT is ultimately the key to sustainable and inclusive business growth in the digital era. 

References. 

Akbar, H., Zubair, M., & Malik, M. S. (2023). The security issues and challenges in 

cloud computing. International Journal for Electronic Crime Investigation, 7(1), 13-32. 

Al Mubarak, M., & Hamdan, A. (2023). Sustainable competitive advantage through 

technological innovation: an introduction. In Technological sustainability and 

business competitive advantage. Cham: Springer International Publishing,3-8. 

Amesho, K. T., Edoun, E. I., Naidoo, V., & Pooe, S. (2021). Managing competitive 

advantage through technology and innovation systems and its impacts on 

service delivery within the Kaohsiung City Government in Taiwan. South 

African Journal of information management, 23(1), 1-12. 

Chege, S. M., Wang, D., & Suntu, S. L. (2020). Impact of information technology 

innovation on firm performance in Kenya. Information Technology for 

Development, 26(2), 316-345. 

Dymitrowski, A., & Mielcarek, P. (2021). Business model innovation based on new 

technologies and its influence on a company’s competitive advantage. Journal of 

Theoretical and Applied Electronic Commerce Research, 16(6), 2110-2128. 

Judijanto, L., Triwiyatno, A., & Sofyan, S. (2024). The influence of Internet Of Things 

(IOT) on operational efficiency and competitive advantage in the information 



 
 

 

35 | Financial and Economic Risk in Developing Markets  
 

technology industry in indonesia. The Eastasouth Journal of Information System and 

Computer Science, 1(03), 155-166. 

Judijanto, L., Triwiyatno, A., & Sofyan, S. (2024). The influence of Internet Of Things 

(IOT) on operational efficiency and competitive advantage in the information 

technology industry in indonesia. The Eastasouth Journal of Information System and 

Computer Science, 1(03), 155-166. 

Mayr, S., Mitter, C., Kücher, A., & Duller, C. (2021). Entrepreneur characteristics and 

differences in reasons for business failure: evidence from bankrupt Austrian 

SMEs. Journal of Small Business & Entrepreneurship, 33(5), 539-558. 

Mubarok, M. H., Taufikurrahman, M., & Hartini, T. (2024). Dampak Teknologi 

Informasi dalam Perencanaan Strategis. Jurnal Bisnis dan Manajemen 

(Jurbisman), 2(4), 1099-1112. 

Nova, V., Hamzah, H., & Unsong, I. F. (2024). Merancang strategi cerdas bisnis 

inovatif di tengah revolusi digital yang terus berkembang. Meraja journal, 7(3), 

26-40. 

Rahmadi, M. H. (2023). Pelayanan Publik Digital Sebelum dan Setelah Pandemi 

COVID-19 di Indonesia. Petanda: Jurnal Ilmu Komunikasi Dan Humaniora, 6(1), 

30-43. 

Waringga, K. F., Riana, F. D., & Aprilia, A. (2022). Pengaruh Penerapan Teknologi 

Informasi Terhadap Peningkatan Keunggulan Kompetitif Pada Usaha Kedai 

Kopi Di Kota Bandung. Sepa: Jurnal Sosial Ekonomi Pertanian dan 

Agribisnis, 19(1), 31-42. 


