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	This study examines the development of the digital economy in Indonesia and its contribution to national economic growth, with a focus on the e-commerce, fintech, digital banking, and SME transformation sectors. The research employs a descriptive-analytical method using data obtained from Central Statistics Agency (BPS), international industry reports, and academic articles. The findings reveal that the digital economy has significantly contributed to Indonesia’s Gross Domestic Product (GDP), while also creating new opportunities for job creation, financial inclusion, and the enhancement of digital literacy. However, this development also poses challenges such as the digital divide, low digital literacy among some SMEs, data security risks, and shifts in consumer behavior. This analysis highlights the importance of synergy between government, private sector, and society to maximize the benefits of the digital economy while minimizing its negative impacts. The study’s findings are expected to provide theoretical contributions to the academic literature on the digital economy, as well as practical insights for policymaking and strategies to harness digitalization opportunities in Indonesia. 
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1. Introduction
[bookmark: _Hlk203403668]The digital economy is a phenomenon of economic system transformation supported by the development of information technology, the internet, and digital media. In a more basic definition, the digital economy includes all economic activities that use digital technology as the main basis in the production, distribution, and consumption of goods and services (Williams, 2021). The presence of the internet, big data, artificial intelligence, and social media makes economic activities more connected, efficient, and inclusive. Social media no longer only functions as a means of interpersonal communication, but also becomes an important channel in product marketing, buying and selling transactions, and customer service which further strengthens the digital economy ecosystem.
In the global context, the digital economy shows a very significant growth trend. The phenomenon of e-commerce, financial technology (fintech), digital banking, and the presence of various technology startups have changed the structure of the world economy in the last two decades. According to the UNCTAD report (2021), the value of global e-commerce transactions in 2019 reached more than USD 26.7 trillion and continues to increase in line with the increasing internet penetration and digital technology adaptation, especially during the COVID-19 pandemic which encourages the acceleration of digitalization. In addition, fintech is growing rapidly by providing digital payment services, peer-to-peer lending, and application-based investment that provide wider and more inclusive financial access. Tech startups also play an important role as a driving force for innovation that creates new jobs, increases productivity, and expands economic opportunities in various sectors. Thus, the digital economy not only opens up new business opportunities, but also contributes as an important pillar for sustainable global economic growth.
Indonesia, as one of the countries with the largest population in the world, has also experienced significant digital economic growth. A report by the Indonesian Internet Service Providers Association (Asosiasi Penyelenggara Jasa Internet Indonesia/APJII) noted that in 2022 there will be more than 210 million internet users, or around 77 percent of the total national population. This condition is a strong foundation for the development of various digital platforms, especially marketplaces such as Shopee, Tokopedia, and Lazada which dominate online commerce in the country. The Micro, Small, and Medium Enterprises (MSMEs) sector that is starting to be digitized also plays an important role as the backbone of the national economy. The Google et al. (2022) shows that Indonesia's contribution to the digital economy in 2020 reached USD 77 billion and is projected to increase to USD 130 billion by 2022. In addition, the banking sector is also undergoing digital transformation through mobile banking services, e-wallets, and pure digital banks that expand financial access for the public.
The socio-economic phenomenon that arises from the development of the digital economy in Indonesia is quite complex. On the one hand, the increase in online transactions shows a shift in people's consumption behavior that prioritizes speed, convenience, and efficiency (Toubes et al., 2021). This change creates new job opportunities in the fields of technology, logistics, and the creative economy, as well as expanding market access for business actors, especially MSMEs. But on the other hand, the challenges that arise cannot be ignored, such as the digital divide between urban and rural areas, data security and privacy issues, to the risk of dependence on global platforms that dominate the domestic market. With such conditions, important questions arise regarding the extent to which the digital economy can affect Indonesia's economic growth, the positive and negative impacts it has on society, and how existing opportunities and challenges can be managed to improve national welfare.
This paper aims to describe the influence of digital economy development on the Indonesian economy, identify positive and negative impacts on society and business actors, and analyze the potential of the digital economy in encouraging national economic growth. Theoretically, this paper is expected to contribute to the literature on the digital economy by providing a special perspective on developments in Indonesia. Meanwhile, practically, this paper is expected to provide useful insights for business actors, governments, and the wider community in effectively utilizing digital economy opportunities while anticipating emerging challenges. In analyzing the phenomenon of the digital economy, several theoretical frameworks are used as a foundation. Digital Transformation Theory explains how fundamental changes in business processes occur through the adoption of digital technology. The Network Economy theory emphasizes the importance of internet networks and connectivity in creating economic value, while the Sharing Economy theory outlines how digital platforms enable the joint use of resources to improve efficiency. 
In addition, the theory of Digital Consumer Behavior is used to understand how people's preferences are changing in the context of e-commerce and fintech. Information Technology Socio-Economic Impact Theory is also relevant in explaining how digitalization changes social behavior, market structure, and people's consumption patterns. Initial supporting data shows that the digital economy in Indonesia continues to grow rapidly. APJII (2022) notes that internet users are increasing significantly every year, reflecting the growing digital consumer base. Meanwhile, the Google et al. (2022) estimates that Indonesia's digital economy will be the largest in Southeast Asia with an average annual growth of more than 20 percent. The growth of digital MSMEs is also the main motor in this ecosystem, supported by marketplace platforms that are able to expand their market reach. On the other hand, Indonesian tech startups have managed to attract large foreign investments, strengthening Indonesia's position as one of the centers of digital growth in the region. These data show that the digital economy has become an important pillar of the Indonesian economy and has great potential to continue to grow in the future.
2. Literature Review
[bookmark: _Hlk203403713]2.1. Digital Economy and National Economic Growth
The digital economy is defined as economic activities based on digital technology, the internet, and electronic devices that enable transactions and distribution of goods and services more efficiently. This concept has gained increasing attention in the last two decades due to its significant role in changing the structure of the global economy. According to Williams (2021), the digital economy includes various aspects ranging from electronic commerce, platform-based services, to digital financial services. This contributes directly to economic growth through increased productivity, innovation, and the creation of new markets. In Indonesia, the development of the digital economy occupies a strategic position in national economic development. 
Google et al. (2022) in their report project that the value of Indonesia's digital economy could reach USD 130 billion by 2022, making it the largest in Southeast Asia. This development not only boosts GDP growth, but also expands public access to financial services and increases the competitiveness of MSMEs. However, this rapid development is also accompanied by challenges, such as the digital divide, consumer protection, and the dominance of foreign platforms that can reduce Indonesia's digital sovereignty. From the perspective of economic development, the digital economy acts as a catalyst in strengthening a more inclusive economic structure. Digital transformation is enabling more people, including those in remote areas, to access economic services. Thus, the digital economy in Indonesia is not only a source of new growth, but also an important instrument in supporting the achievement of sustainable development.
2.2. E-commerce, MSMEs, and Business Transformation
E-commerce is the most prominent face of the development of the digital economy in Indonesia. Platforms such as Tokopedia, Shopee, and Lazada have become digital commerce hubs with transaction values that continue to increase every year. According to Amornkitvikai et al. (2022), the adoption of e-commerce allows MSMEs to expand the market without being limited by geographical location, while lowering distribution costs. This is particularly relevant in Indonesia, where MSMEs contribute more than 60% to the national GDP and employ a large portion of the workforce. However, the great opportunities offered by e-commerce cannot always be utilized equally. Many MSMEs face obstacles in the form of limited digital literacy, initial investment costs for digitalization, and fierce price competition on online platforms. 
Cueto et al. (2022) emphasized that the main challenge for MSMEs is the inability to compete in digital marketing and the lack of ability to maintain product quality to meet global market standards. On the other hand, government support through the MSME digitalization program and the provision of technology infrastructure are key to accelerating business transformation. With policy interventions, e-commerce can be a means to encourage inclusive economic growth and increase national competitiveness in the era of globalization. In addition, the increasingly widespread internet penetration in Indonesia is an important supporting factor in strengthening the e-commerce consumer base. Therefore, e-commerce is not just a sales channel, but an ecosystem that has the potential to transform the way MSMEs operate, grow, and compete in the global market.
2.3. Fintech, Digital Banking, and Financial Inclusion
Fintech and digital banking are important components in Indonesia's digital economy ecosystem. Technology-based financial services, such as e-wallets, peer-to-peer (P2P) lending, and digital banks, have expanded access to formal finance for people, especially those who previously did not have bank accounts. According to Cueto et al. (2022), fintech contributes to the growth of MSMEs by providing faster and more flexible access to capital than traditional financial institutions. This helps MSMEs to develop their businesses while increasing competitiveness in the digital market. Digital banking also plays a role in accelerating the adoption of formal financial services. 
Noor et al. (2020) noted that digital banks in Indonesia not only facilitate transactions, but also increase people's financial literacy.  Wider access to formal financial services has implications for increasing national financial inclusion, which is one of the government's strategic targets in economic development. However, the development of fintech and digital banking also presents risks. Data security threats, misuse of online lending services, and low consumer understanding of digital financial risks are the main challenges. Therefore, the success of the fintech sector in supporting the growth of the digital economy depends not only on technological innovation, but also on the existence of adaptive regulations and effective consumer protection. With the right regulations, fintech and digital banking have great potential to strengthen financial inclusion and support sustainable economic growth in Indonesia.
3. Methods
This study uses a qualitative approach with an analytical descriptive method that utilizes secondary data as the primary source. This method was chosen because the research aims to understand in depth how the development of the digital economy in Indonesia contributes to national economic growth, MSME transformation, and financial inclusion through fintech and digital banking services. By utilizing secondary data, research can describe the phenomenon of the digital economy based on empirical evidence that has been available from various reliable sources, thus providing a broad picture without the need to collect primary data directly. A relevant analytical descriptive approach is used in this context because it allows researchers to explain complex socio-economic phenomena by classifying, comparing, and interpreting existing data.
The data sources used in this study came from various national and international institutions. Reports from the Central Statistics Agency (Badan Pusat Statistik/ BPS) are used to determine the contribution of the digital sector to Indonesia's Gross Domestic Product (GDP), while data from the Indonesian Internet Service Providers Association (APJII) is used to illustrate the development of the number of internet users which is the basis for the growth of the digital economy. In addition, research reports from Google et al. (2022) are also used as the main reference in analyzing the projected value of Indonesia's digital economy in Southeast Asia. To strengthen the validity, this study also refers to academic literature published in international journals indexed by Google Scholar, especially those that discuss the development of e-commerce, MSMEs, fintech, and digital banking in Indonesia. The data used includes quantitative information, such as digital transaction growth statistics, as well as qualitative information, such as analysis of government policies and the socio-economic impact of digitalization.
The data collection process is carried out through literature studies by browsing journal articles, research reports, and government policy documents relevant to the research topic. The criteria for selecting sources are based on the credibility of the publishing institution, relevance to the digital economy, as well as the up-to-date of the data, where only the most recent articles and reports are used. Thus, the data analyzed in this study can be ensured to be up-to-date and relevant to the latest developments. To ensure the accuracy and completeness of the data, triangulation is carried out by comparing information from various sources. For example, data on the contribution of the digital economy to GDP is compared between BPS publications and international industry reports, so that more objective and comprehensive conclusions are obtained.
Data analysis was carried out with a descriptive approach. First, the data collected is classified based on the main categories, namely the development of the digital economy on a macro level, the transformation of MSMEs through e-commerce, and the development of fintech and digital banking that support financial inclusion. Second, data from various sources is compared to see the consistency of trends, for example by comparing e-commerce transaction data according to national and international reports. Third, the data is interpreted to explain the real impacts that arise, both positive impacts in the form of job creation, increasing digital literacy, and expanding market access, as well as negative impacts in the form of digital divides, increasingly fierce business competition, and data security risks.
The use of descriptive analysis methods with secondary data was chosen because it has several advantages. This method allows research to obtain a broad picture at a more cost-efficient and time-efficient time, as well as utilize data that has been tested for validity. However, this method also has limitations because not all aspects of socio-economic phenomena can be studied in depth, especially those that require primary data from surveys or direct observations. To minimize these limitations, this study only uses data from reliable sources, both national and international, and ensures that the data used complements and supports the analysis. Thus, the research methods used are expected to produce an objective understanding of the role of the digital economy in encouraging Indonesia's economic growth.
4. Results
The development of the digital economy in Indonesia in the last five years has shown a very rapid trend and has made a significant contribution to the national economy. Based on BPS reports and various recent researches, the digital economy is now one of the important pillars that drive Gross Domestic Product (GDP) growth. This phenomenon cannot be separated from the increasing penetration of the internet, the development of financial technology, and the rise of e-commerce activities that change people's consumption patterns. According to APJII data, the number of internet users in Indonesia continues to increase to exceed 210 million people in 2022, making Indonesia one of the largest digital markets in Southeast Asia. This has a direct impact on increasing the value of digital transactions, both in the form of online commerce and technology-based financial services.
The contribution of the digital sector to Indonesia's GDP also continues to increase significantly. A report by Google et al. (2022) estimates that the value of Indonesia's digital economy will reach more than 77 billion US dollars in 2020 and has the potential to reach 130 billion US dollars by 2022. This figure makes Indonesia a dominant player in Southeast Asia's digital economy. Research by Susanti et al. (2021) also shows that the contribution of the e-commerce sector to the economy lies not only in increasing transactions, but also in creating multiple effects in the form of new jobs, innovative business opportunities, and increasing people's financial inclusion. Thus, the development of the digital economy has become one of the new growth engines for the Indonesian economy in the post-pandemic era.
The role of MSMEs in Indonesia's digital economy is also a very important factor. MSMEs, which have been the backbone of the national economy, are now increasingly encouraged to transform towards digital. Marketplace platforms such as Shopee, Tokopedia, and Lazada provide space for MSMEs to expand their market reach, not only domestically, but also internationally. A study by Cuento et al. (2022) shows that MSMEs that digitize through e-commerce experience an increase in turnover up to 30% higher than MSMEs that are still operating conventionally. The digital transformation of MSMEs is also driven by government policies through the National Proud of Made in Indonesia (BBI) program, which aims to accelerate the adoption of digital technology by small and medium business actors. However, behind these great opportunities, the challenges faced by MSMEs are also quite large, especially related to limited digital literacy, lack of access to capital, and fierce competition with larger, more established companies.
In addition to electronic commerce, the development of the digital economy is also greatly influenced by the advancement of fintech and digital banking. Fintech in Indonesia has experienced a significant surge, especially in digital payment services, peer-to-peer lending, and application-based investments. According to research by Nugraha et al. (2022), the use of fintech services has helped expand financial inclusion, especially for people who previously did not have access to formal banking services. This is in line with the efforts of the Financial Services Authority (Otoritas Jasa Keuangan/OJK) to encourage the development of digital finance to support the stability of the national financial system. The growth of digital banking is also very rapid, with the emergence of pure digital banks such as Jenius, Bank Jago, and SeaBank, which offer ease of transactions, low fees, and features that suit the lifestyle of the digital society.
The socio-economic impact of the development of the digital economy in Indonesia can be seen in changes in people's consumption behavior. Consumers are increasingly accustomed to transacting online, both for primary and secondary needs. According to Grewal et al. (2021), this change is driven by convenience factors, product variety, and various promos offered by digital platforms. On the other hand, there are also negative impacts, such as excessive consumptive behavior that is vulnerable to individual financial crises. In addition, the rise of digital transactions also raises new problems in terms of data security and privacy. Research by Seldal and Nyhus (2022) noted that cases of digital fraud and personal data leakage are increasing along with the rapid growth of online transactions, posing serious challenges for governments and industry players.
The development of the digital economy also creates new job opportunities in various sectors. Many new professions, such as digital marketers, data analysts, and content creators, are an important part of the digital ecosystem. This not only provides opportunities for the younger generation, but also increases the competitiveness of the Indonesian workforce in the global arena. A study by Suryanto (2022) shows that the digital economy has the potential to create millions of new jobs, especially in the information technology, logistics, and creative industries sectors. However, the digital divide is still a major challenge, especially for people in rural areas who do not yet fully have access to fast and affordable internet. This condition can widen social inequality if not seriously addressed through inclusive policies.
In addition to the access gap, another challenge faced is the low digital literacy among the community. Many MSME actors are still experiencing difficulties in utilizing digital technology optimally. This is reinforced by the findings of the research of Betts et al. (2019), which show that although access to digital technology is getting wider, the level of understanding and ability of people to use this technology is still limited. Therefore, government and related institutional support in the form of digital literacy training is very important so that the benefits of the digital economy can be felt more evenly. The results of this study show that the digital economy in Indonesia has a huge and multi-dimensional impact. From the economic side, its contribution to national GDP continues to increase, MSMEs are increasingly encouraged to transform, and financial inclusion is becoming wider. From the social side, new job opportunities and changes in people's consumption behavior have emerged. However, on the other hand, negative risks also emerge, including the digital divide, data security threats, and increasing consumerism. Therefore, a comprehensive strategy involving the government, the private sector, and society is needed to ensure that the development of the digital economy can provide optimal benefits while minimizing existing risks.
5. Discussion
The results of the study show that the development of the digital economy in Indonesia has had a significant impact, both economically and socially. Its contribution to national GDP, the transformation of MSMEs through marketplaces, and increasing financial inclusion through fintech and digital banking, all show that the digital economy has great potential as a new growth engine. One of the positive influences that has a big impact on the development of communication media as advice in conducting economic transactions is that it can provide such great progress in the field of knowledge, provide convenience in economic transactions, in an easy-to-understand way that can make it easier for a person to get a desired product that is used as a new way for people to carry out activities (Maria & Widiyati,  2020). However, these positive impacts are inseparable from various challenges that need to be anticipated so that the benefits can be felt in an inclusive and sustainable manner.
First, from a macroeconomic perspective, these findings strengthen the argument that digitalization is a major driver of modern economic growth. Research by Chen (2020) emphasizes that the digital economy is able to increase efficiency, expand market access, and accelerate the flow of information in economic transactions. This is in line with research results that show that the value of Indonesia's digital economy is projected to reach 130 billion US dollars by 2022. Nevertheless, challenges arise in the form of regulations and infrastructure. Equitable internet access, especially in rural areas, is still a classic problem that if not addressed will widen the gap between urban and rural areas. Therefore, digital infrastructure development strategies need to be prioritized so that digital economy growth is not only concentrated in big cities, but also reaches remote areas.
Second, the role of MSMEs in the digital ecosystem is proof that digitalization is able to change the face of the national economy. Marketplaces provide opportunities for MSMEs to penetrate a wider market, even internationally. However, as shown by research by Betts et al. (2019), low digital literacy and limited access to capital are the main obstacles in the adoption of technology by MSMEs. These findings are in line with the results of research that show that although there is an increase in turnover in MSMEs that are digitally transformed, not all business actors are able to follow this trend. Therefore, this discussion emphasizes the importance of policy interventions in the form of digital literacy training, technical assistance, and access to inclusive financing so that MSMEs can optimally utilize the potential of the digital economy.
Third, in terms of financial inclusion, fintech and digital banking have proven to be able to expand people's access to financial services. Research by Nugraha et al. (2022) underlines that fintech services have reached segments of society that were previously not served by conventional banks, thereby supporting inclusive development goals. The findings of this study also confirm that pure digital banks are increasingly in demand because they offer convenience, speed, and low costs. However, the discussion should also highlight the emerging risks, namely the increasing cases of digital fraud, misuse of personal data, and cybersecurity threats. This risk, if not anticipated, can reduce public trust in the digital ecosystem, thereby hindering long-term development. Therefore, strengthening data security regulations and consumer protection is very important.
In addition to economic and financial factors, this discussion also highlighted the social impact that arises from the development of the digital economy. Changes in people's consumption behavior towards online transactions have positive consequences in the form of efficiency and variety of product choices, but also encourage excessive consumption patterns. Research by Seldal and Nyhus (2022) shows that the increase in digital transactions is directly proportional to the emergence of individual financial risks, especially for people with low financial literacy. This is an important note that the development of the digital economy should not only be seen in terms of the growth of transaction numbers, but also from how people are able to manage digital consumption wisely.
Overall, this discussion confirmed that the digital economy in Indonesia is on a promising growth path, but faces various fundamental challenges. The government, the private sector, and the community must work together to optimize opportunities while minimizing risks. The government needs to strengthen digital security regulations and expand internet infrastructure, the private sector needs to innovate in inclusive technology-based services, while people need to increase digital literacy in order to participate effectively. With this comprehensive approach, the development of the digital economy is not only a driver of economic growth, but also an important instrument in improving national welfare equally.
6. Conclusion
This study concludes that the digital economy has become one of the important pillars in Indonesia's economic growth in the era of technological transformation. The development of e-commerce, fintech, and digital banking shows a real contribution to increasing GDP, job creation, and expanding market access for MSMEs. Secondary data collected from BPS, APJII, and international research reports show that the potential of Indonesia's digital economy is huge, with a projected reach of 130 billion US dollars by 2022. This shows that digitalization is not just a temporary trend, but a structural transition in the national economy. In addition to the positive impact, this study also highlights the challenges that must be faced in order for the growth of the digital economy to be sustainable. Obstacles in the form of low digital literacy among MSME actors, gaps in internet access between regions, and data security risks are strategic issues that require serious attention. 
Changes in people's consumption behavior towards online transactions also present social consequences, including impulsive consumption patterns and the risk of individual financial vulnerability. Therefore, strategies to strengthen digital and financial literacy, as well as digital consumer protection policies are very important in maintaining a balance of development. Practically, this research has implications for the government, the private sector, and society. The government is expected to strengthen regulations and expand digital infrastructure so that the digital economy can be felt equally. The private sector, especially technology service providers, needs to deliver innovations that are inclusive and oriented to the needs of the wider community. Meanwhile, people must increase digital and financial literacy in order to be able to take advantage of digital economic opportunities wisely. With synergy between all stakeholders, the digital economy has the potential to be the main motor in realizing inclusive, sustainable economic growth, and being able to improve national welfare.
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