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INNOVATION AND DIGITISATION: TOWARDS BETTER FIRM
PERFORMANCE AND SUSTAINABILITY

Kamel Si Mohammed1

Abstract: Innovation and digitisation are crucial in driving better firm performance
and  sustainability.  Innovation  involves  creating  new  products,  processes,  or
services  that  offer  value  to  customers,  while  digitisation  involves  converting
analogue information into digital format. By embracing innovation and digitisation,
companies can improve their efficiency, increase transparency, and reduce costs.
The results show that these concepts can contribute to sustainability by reducing
waste,  increasing  energy  efficiency,  and  improving  access  to  information  and
transparency.  We  conclude  that  companies  committed  to  innovation  and
digitisation are more likely to remain competitive and sustain their growth while
contributing to a more sustainable future.
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Introduction

Digitisation and innovation have become buzzwords in recent years as businesses
strive  to  stay  competitive  and relevant  in  an  increasingly  digital  world.  In  the
European  Union  (EU),  firms  are  increasingly  adopting  digital  technologies  to
improve their performance and sustainability. The widespread adoption of digital
technologies  has  led  to  improved  efficiency,  reduced  costs,  increased
competitiveness, and greater sustainability. The current paper aims to explore the
relationship between digitisation and firm performance in the EU and to understand
how these two concepts contribute to a more sustainable future. The analysis will
include an overview of the current state of digitisation in the EU and a discussion
of how digitisation impacts firm performance. Finally, the study will examine the
relationship  between  digitisation  and  sustainability  and  explore  how firms  use
digital technologies to contribute to a more sustainable future.
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Literature review

Innovation  and  digitisation  are  two  key  concepts  that  have  recently  gained
significant attention. With advancements in technology and the increasing demand
for digital solutions, firms realise the importance of adapting to these changes to
remain competitive and sustain their growth. 
Innovation is the process of creating new products, processes, or services that offer
value to customers (Hafeez et al., 2020; Calof, 2018). In the context of business,
innovation  can  refer  to  the  introduction  of  new  products  and  services,  the
development  of  new  processes,  or  the  implementation  of  new  technologies.
Companies that can innovate continuously are more likely to remain relevant in
their respective markets and improve their overall performance.
Digitisation,  on  the  other  hand,  refers  to  the  process  of  converting  analogue
information into digital format (Meghişan-Toma et al., 2022; Mandl et al., 2018). It
includes everything from scanned documents and photographs to audio and video
files.  In  business,  digitisation  improves  efficiency,  increases  transparency,  and
reduces costs. With the growing trend of digitisation, firms are increasingly relying
on digital solutions to meet their business needs.
Innovation and digitisation are essential not only for improving performance but
also for promoting sustainability (Paiola et al., 2021; Ardito et al., 2021). In today's
world, sustainability has become a major concern for businesses, governments, and
individuals  alike.  Companies  committed  to  sustainability  can  reduce  their
environmental  impact,  increase  their  social  responsibility,  and  improve  their
reputation.
The  relationship  between  innovation,  digitisation,  firm  performance  and
sustainability has been the subject of much research and discussion in recent years
(Marin-Garcia et al., 2022; Xu et al., 2022; Ghobakhloo & Fathi, 2020; Tohãnean
et  al.,  2020).  As  businesses  strive  to  stay  competitive  and  relevant  in  an
increasingly  digital  world,  many  are  turning  to  innovation  and  digitisation  to
improve their performance and contribute to a more sustainable future.
Studies have shown that the widespread adoption of digital technologies can lead to
improved  efficiency,  reduced  costs,  and  increased  competitiveness  for  firms
(Jorge-Vázquez et al., 2021; Laitsou et al., 2020). Digitisation positively impacts
firm  performance,  contributing  to  increased  competitiveness  and  improved
outcomes.
On the other hand, research shows that innovation also plays a crucial role in firm
performance  and  sustainability  (Medrano  et  al.,  2020).  It  can  contribute  to
improved performance  by  enabling  firms to  differentiate  themselves  from their
competitors and better meet their customers' needs. As for digitisation, it can play a
critical  role  in  promoting  sustainability  by  enabling  firms  to  reduce  their
environmental  impact  and  increase  their  use  of  renewable  energy  sources
(Schneider, 2019).
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Finally,  exploring the academic studies  on the relationship between innovation,
digitisation, and firm performance, we found that the effective use of innovation
and digitisation can contribute to improved firm performance and sustainability by
enabling firms  to  meet  the  needs of  their  customers  better  and  to  reduce their
environmental impact (Ungerman et al., 2018).
The  relationship  between  innovation,  digitisation,  firm  performance  and
sustainability  is  complex and multifaceted.  However,  the  studies  reviewed here
provide strong evidence that innovation and digitisation can contribute to improved
firm  performance  and  sustainability.  As  such,  businesses  that  embrace  these
concepts are likely to be better positioned for success in an increasingly digital
world.

Results

Innovation and digitisation can contribute to sustainability in several  ways.  For
example,  digital  technologies  can  help  to  reduce  waste  and  increase  energy
efficiency. It can be achieved through digital tools such as sensors and monitoring
systems,  which  can  help  companies  track their  resource usage and make  more
informed decisions.  Additionally,  digitisation can help companies to understand
their supply chains better and make more sustainable choices, such as choosing
suppliers that use renewable energy or have sustainable business practices.
Innovation and digitisation also contribute to sustainability by improving access to
information and increasing transparency.  Companies committed to sustainability
often  face  challenges  in  communicating  their  sustainability  initiatives  to
stakeholders.  Digitisation  can  help  companies  better  communicate  their
sustainability goals and track their progress towards these goals.
As a result of the study, we have summarised some general trends that have been
observed in the EU:

 Increased use of  digital  technologies:  In  recent  years,  there  has  been a
significant increase in the use of digital technologies in the EU. It has been
driven by advancements in technology, as well as the increasing demand
for digital solutions.

 Improved performance: Companies that have embraced digitisation have
reported  improved performance,  including  increased  efficiency,  reduced
costs, and improved customer satisfaction.

 Increased  competitiveness:  Companies  that  have  adopted  digital
technologies are better positioned to compete in the global marketplace. It
is  because  digital  solutions  allow  companies  to  reach  new  markets,
increase their reach, and improve their overall competitiveness.

 Greater sustainability: Digitization has also been associated with greater
sustainability  in  the  EU.  It  is  because  digital  technologies  can  help
companies  to  reduce  their  environmental  impact,  increase  their  social
responsibility, and improve their reputation.
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These are general trends that have been observed in the EU. Still, the impact of
digitisation on firm performance may vary depending on several factors, such as
the size of the company, the industry in which it operates, and the specific digital
technologies it adopts.

Conclusion

Innovation and digitisation are  essential  drivers of better  firm performance and
sustainability.  Companies that  continuously innovate and adopt  digital  solutions
are more likely to remain competitive and sustain their growth while contributing
to a more sustainable future. By embracing innovation and digitisation, companies
can improve their performance and reputation and contribute to a more sustainable
future for all.
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