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RESEARCH CONCEPTS IN DEFINITION OF THE DIGITAL ECONOMY

HAYKOBI KOHIENTH ¥ JE®IHINII MOHATTSA «[IU®POBA EKOHOMIKA»

The subject of this study is the digital economy: theories and approaches to defining the concept. The article examines the
definitions of the concept of “digital economy”, conducts a terminological analysis of the concept and pays attention to the main
practical aspects describing this phenomenon. It should be noted that there is a variety of approaches to the definition of the
concept of “digital economy” in legislative documents, scientific research and practical activities. The author builds a logical
scheme of interaction and interpenetration of processes arising in the course of creation of the digital economy, which allowed
forming the author's vision of the essence of the definition for its further use in science and practice. The article also examines
the main elements related to the conceptualisation of this concept, the aspects of the digital economy that distinguish it from the
conventional economy, and focuses on the advantages of the digital economy.
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Ilpeomemom oanozo oocniodcenns € yugposa ekoHomika: meopii ma nioxoou 0o eusnauenus nowamms. Llugposa
EKOHOMIKA € BAMNCTUBOIO CKIAO0BOI0 DPO3GUMKY HAYIOHANLHOI €KOHOMIKU, WO MAE 6NAUE8 HA mpaucopmayiro 6cix cgep
QIANLHOCMI, 3MIHA AKUX 8I0OYBAEMbCS N0 BNAUBOM YUPDPOBUX MEXHON02IN. 3acmOoCy8aHHs YUPPOBOI eKOHOMIKU 8 Dinbuocmi
Kpain cb0200Hi CMaio 0OHUM 3 RPIOPUMENi6 eKOHOMIYHO20 PO36UMKY. Memoio 00cniodicenHst € po3kpumms 0eqiniyii noHsmms
«yughposa ekoHomirkay. Akmyanvricms npoyecie mparc@opmayii HaYiOHAIbHOI eKOHOMIKU NI BNAUBOM YUPDPOBUX MEXHOLO02IN
Ha CYYACHOMY emani po36UmKY eKOHOMIKU, 6ANCIUBICIb YIMKO20 POZVMIHHSA NOHAMMS «YUPDPOBA eKOHOMIKA» 3YMOGUIU MeNTy
ma npeomem 00CiOdcenHs. JJoCHiONCeHH 6a3VEMbCsL HA 3A2AIbHOHAYKOBIL Memo0o02il, sika nepedbaiae cucmemHuti nioxio
0o eupiwienns npoonem. OcHo6oio € hyHoamenmanvHi npayi GIMYUSHAHUX MA 3aPYOIHCHUX GUEHUX 3 YUPDPOBOI eKOHOMIKU.
Jlocniooiceno 3naunull Cnekmp HAyKosux KOHYenmis ma nioxooie 00 Oeiniyii noHamms «yugposa eKOHOMIKA», SKi Marons
Micye y 3aKOHOOABYUX OOKYMEHMAX, HAYKOBUX OOCHIONCeHHAX ma npakmuunuii OisnsHocmi. IIposedeno mepminonociunuil
auaniz noHamms ma npuoiieHo yeazy OCHOGHUM NPAKMUYHUM ACHEKMAM, wjo onucyloms oaue sguwe. Bubydosana noeiuna
cxema 83aeMO0il ma 63AEMONPOHUKHEHHS. NPOYeCi8, WO BUHUKAOMb NpU CMEOPEHHI Yu@dpoeoi eKOHOMIKU, KA 003601ulLd
copmyeamu asmopcvke Oauenns cymuocmi Oe@iniyii Ona 11020 NOOANLUIOZO GUKOPUCMAHHS Y HAYYL ma NPaAKmudHiil
oisinorocmi. Taxodc 00CHIONCEHO OCHOBHI eleMeHmU NO8 A3aHi 3 KOHYEeNnmyaui3ayiclo 0aH020 NOHAMMS, acnekmu yugposoi
EeKOHOMIKU, W0 8I0PI3HAIOMS i1 810 36UHAUHOI eKOHOMIKU, AKYEHMOBAHO Y8aA2y HA Nepesazax YuPposoi eKoHOMIKU. Y3acanvHenHs
ma cucmemamu3ayis HakOnu4eHo2o C8inoo2o O0CEI0y ma GIMUUHAHOL NPAKMUKU Peanizayil yughposoi eKOHOMIKU, PO3GUMOK
meopemuuHux OCHO8 Ma NOHAMIUHO-KAME20pPianbHo20 anapamy, 30Kpemda 8 YMOUHeHHI HU3Ku Oeiniyiti ¢ 8adiciusum 6
exonomiynii nayyi. Cb0200Hi yugposa exoHomixa Habyia 0coOMUBO NPUCKOPEHO20 PO3GUMKY NICIs 2100anibHOI nandemii,
OPIEHMOBANA HA 3POCMAIOYY AKMUBHICTb, WO BUKOPUCTOBYE BUCOKI IHQOPMAYIIHI MEXHONO02IT 8 YCIX CEKMOPAX PUHKY, € HOBUM
MUNOM eKOHOMIYHUX GIOHOCUH.

Kurouosi cioBa: yugposa exonomixa, deqhiniyii, yughposi mexnonocii, HayioHaibHa eKOHOMIKA, Yupposizayis, eremenmu
Yupposoi ekoHOMIKU.

Problem statement. The problem of the formation and  thinking around the world, the use of digital technologies
development of the digital economy is extremely relevant  and artificial intelligence in economic processes have led
both in theory and practice. After all, digital technologies  to structural changes in economic relations. Globalisation
are currently playing a crucial role in the development of  processes are also deepening in the national economy. In
the country. The development of science and economic  the mid-1990s, Canadian financial expert Don Tapscott
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said in his book The Digital Economy that the Internet and
digital information could change business in the future.
As we can see, today technology has changed not only the
rules of doing business but also personal finance. Thus, it is
important to develop the theoretical foundations and con-
ceptual and categorical apparatus to clarify the definition
of the “digital economy”.

Analysis of recent research and publications.
Researchers are currently studying various aspects of dig-
italisation at different levels of the economy. Today, con-
siderable attention is paid to the study of the concept of
‘digital economy’ and its main elements [1-4].

The peculiarities of the transformation of economic
systems and the new conditions of the digital economy
are discussed in the works of the following scholars: Tul-
chynska S., Popelo O., Kholiavko N. [5]; Vovk O., Kosty-
nyuk O. [6], Shkarlet S., Dubyna M. [7], Zhavoronok A.,
Cosmulese, C.G., Grosu [8]; Veretyuk S., Pilinsky V. [1],
Kuznetsova A. [6], etc.

Formulating the purposes of the article. Generalisa-
tion and systematisation of the accumulated world expe-
rience and domestic practice of the definition of “digital
economy”’, development of theoretical foundations and
conceptual and categorical apparatus.

Presentation of the main research material. The con-
cept of “digital economy” has long been part of the lexi-
con of lawyers, economists, experts and politicians. This
term was first introduced by Professor Nicholas Negro-
ponte (Massachusetts Institute of Technology, USA) [9],
but there is still no clear definition, which is a significant
obstacle to its conceptual justification. According to Jim
Yong Kim, President of the World Bank Group, humanity
is currently experiencing an information and communi-
cation revolution. The number of the poorest households
with mobile phones is higher than the number of those with
access to comfortable living conditions. At the moment,
there is no single definition of the “digital economy”. A
number of scholars equate the concepts of “digital” and
“electronic” economy, which is characterised by the max-
imum satisfaction of the needs of all market participants
through the use of huge amounts of information and infor-
mation technology.

According to the American economist and statistician
Thomas Mesenburg, the digital economy is distinguished
from the conventional economy by three components:

— e-business (the availability of various computer appli-
cations, online tools, and digital platforms through which
business processes are carried out)

— infrastructure, which shows that enterprises have soft-
ware, equipment, qualified specialists and other resources;

— e-commerce (sale of goods and services online).

In 2017. In their study “Defining, Conceptualising and
Measuring the Digital Economy” [10], Ruman Bucht and
Hicks Richard from the Institute for Global Development
(UK) analysed the existing interpretations of the concept
of “digital economy”. The result of their analysis was the
construction of a three-level model of the economy, includ-
ing the digital sector, the digital economy, and the digital-
ised economy; the use of the concept of information and
communication technologies (ICT). The researchers gave
a fairly flexible definition of the digital economy, which
includes possible future technological changes: “the dig-
ital economy is a part of the total output that is wholly or
mainly produced on the basis of digital technologies by

14

firms whose business model is based on digital products
or services” [10].

The definition of ‘digital economy’ has also been
addressed in the works of domestic scholars. Table 1 below
summarises the definitions of the essence of the digital
economy, authored by both domestic and foreign scholars.

It should be noted that according to the Concept for
the Development of the Digital Economy and Society for
2018-2020, in the classical sense, the term ‘digital econ-
omy’ means an activity in which the main means (factors)
of production are digital (electronic, virtual) data, both
numerical and textual [18]. Analysing the definition of the
digital economy (Table 1), a number of perspectives can be
distinguished:

— The resource perspective (processing of data or infor-
mation, as well as the use of human resources (knowledge,
creativity, skills));

— process/flow perspective (use of technology to sup-
port specific business processes, such as transactions/com-
merce);

— Structural perspective (economic transformation,
new web-based structures emerging as part of the digital
economy);

—business model perspective (introduction of new busi-
ness models (e-business, e-commerce, digital platforms).

Based on the above, it can be stated that the dig-
ital economy is the processes and methods of economic
activity based on the use of digital technologies related to
e-business and trade, which allow the sale of digital goods
and services in cyberspace.

In other words, it is a system of transactions by means
of electronic means of transmission, exchange and stor-
age of information (fixed and mobile Internet) using
electronic means of payment, cryptocurrency and digi-
tal currency. In the broadest sense, the digital economy
is the creation of a networked, system-organised spatial
structure of economic relations between business entities,
which includes the sectors of creation and use of new
information, digital technologies and digital products,
telecommunications services, e-business, e-commerce
(Internet commerce), electronic markets, remote transac-
tion mechanisms, remote services, remote education and
a number of other components.

Based on the definition of “digital economy”, we can
identify the following elements related to the conceptualis-
ation of this concept

— goods: production of consumer goods such as com-
puter equipment and digital telecommunications, capital
goods, intermediate goods;

— software: development, production, marketing of
packaged and customised software;

— infrastructure: development and operation of network
infrastructure, additional network services.

— Services: professional services not covered by other
categories, such as consulting, training and technical ser-
vices

— Retail: The sale, resale and distribution of ICT goods,
software and infrastructure and related services;

— Content: production and distribution of data content,
including back-office processing and digitalisation.

It is worth noting that digital technologies are the basis
for the digital economy. In its broadest, most general defi-
nition, the digital economy encompasses all economic
activities related to digital means.
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Table 1
Approaches to defining the concept of “digital economy”
Author Definition

Veretiuk S.M., Pilinskyi V.V. [1] The digital economy is part of an economy dominated by knowledge and intangible
production.

Hrytsenko O.A. The digital economy is defined as activities carried out in any real industry (industry,
construction, agriculture, education, medicine, etc.) using new technological products.

Kit L.Z. [3] The digital economy is the transformation of all areas of the economy through the
transfer of information resources and knowledge to a computer platform for the purpose
of their further use (including, where possible, on this platform).

Lane N. [4] The digital economy is defined as the convergence of computing and communication

technologies on the Internet and the flow of information, which is driving all e-commerce
and huge organisational changes.

The digital economy is defined as an economic activity that has emerged only thanks to
the latest digital technologies and is based on the use of new digital business models,
and in which the main means (factors) of production are digital (electronic, virtual) data,
both numerical and textual.

A global network of economic and social activities supported by platforms such as the
Internet and mobile and sensor networks

Kuznetsova A., Chmeruk H. [2]

Australia’s Digital Economy: Future
Directions, 2009 [11]

Bukht R., Heeks R. [10]

The digital economy, however, we understand it more as the conduct of business
transactions in markets that are located on the Internet.

Challenges for Competition Policy in a A complex structure consisting of several levels/layers interconnected by an almost

Digitised Economy [12]

infinite and constantly growing number of nodes

Fayyaz S. A review on measuring digital
trade & e-commerce as new economic
statistics products [13].

c-commerce

Digital-based markets that facilitate trade in goods and services through online

Deloitte. What is Digital Economy? 2019

A form of economic activity that arises from billions of examples of networked
[14] interactions between people, businesses and organisations, devices, data and processes.

Expert Group on Taxation of the Digital
Economy. European Commission [15]

A digital-driven economy

ICT Innovation Vouchers Scheme for
Regions. European Commission, 2018 [16]

The digital economy is a major source of growth. It will stimulate competition, investment
and innovation, leading to better services, more choice for consumers, and new jobs

Oxford Living Dictionaries [17]

Digital economy —an economy that primarily operates with the use of digital technologies,
especially electronic transactions that are carried out using the Internet

Source: compiled by the author

We believe that the digital economy will become more
and more developed due to the rapid development of the
Internet of Things, artificial intelligence (AI), virtual real-
ity, blockchain technologies, self-driving cars and other
technologies. Let us consider the main advantages of the
digital economy:

— Information component. Consumers can get more
information not only from manufacturing companies,
but also from other companies and consumers in various
forums to make decisions about goods and services;

— proximity. Direct customer service channels allow
customers to resolve issues and problems with a manufac-
turer or service provider more quickly;

— global presence. The fact that goods and services are
available to consumers at any time and in any place pro-
vides an opportunity to expand into more markets;

— Security component. Digital technologies provide a
higher level of transaction security.

Today, the development of the digital economy is trans-
forming a number of industrial sectors. Agriculture has
already begun to benefit from technological innovation.
Mobile apps are connecting crops with farmers, providing
them with real-time updates on soil quality and irrigation
to help them make management decisions.

The term “digital economy” was coined in the 1990s,
when the internet was just a supplement to analogue prod-
ucts and services. At the time, the focus was on how new
digital channels could affect consumers and businesses [15].

The differences between the traditional and digi-
tal economies are that technology and automation have
replaced manual processes, digital services are gradually
replacing traditional products and services, e-commerce is
replacing traditional commerce, and non-cash payments
are replacing cash.

The digital economy is multifaceted and constantly
evolving. Based on the data collected about their cus-
tomers and website visitors, companies can personalise
experiences and recommend content, and integrate data
into product planning and sales processes. Such strategies
can help to obtain the information needed to re-engage
customers.

Smartphones and the Internet make it possible not only
to make purchases wherever and whenever you want, but
also to track your health and fitness. By combining mobile
connectivity with the Internet of Things, ordinary products
such as refrigerators, vacuum cleaners and cars are becom-
ing smart.

From chat-bots on websites to product suggestions
based on previous purchases, automation saves companies
time and money, and enables them to deliver exceptional
customer experiences. Leading companies are using artifi-
cial intelligence to improve product discovery, demand and
trend forecasting.

The digital economy is built on the ever-increasing
interconnectedness between people, organisations and
machines, which is the result of the development of the
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Internet, mobile technologies and the Internet of Things.
According to Visa, by 2026, when Generation Z fully
matures, almost 60% of the world's adults will be born in
a world where the Internet will be an integral, permanent
feature of everyday life [19].

The rapid development of the digital economy is being
driven by new technologies, including cloud and edge
computing, the Internet of Things, artificial intelligence,
and blockchain.

Companies participating in the digital economy can
achieve great success through automation. Thanks to robot-
ics and related technologies, businesses have the potential
to increase productivity and create new, better products
and services.

While the digital economy creates enormous new
opportunities, its changing nature raises questions about
cybersecurity, privacy, sustainability, economic inequality
and the persistent digital divide.

As the digital economy thrives, companies are increas-
ingly responsible for how they collect and use consumer
data. Companies need to take additional measures to pro-
tect customer data, especially as cybersecurity threats are
becoming more sophisticated. To avoid the serious con-
sequences of such attacks, security needs to be built into
digital platforms to deliver personalised experiences while
complying with global security, privacy and governance
standards.

Advanced security can give companies an edge in
the digital economy, which is inherently competitive. In
the traditional economy, consumer choice was limited by

geography. Now, people can easily compare prices for their
phones online or in stores.

The flip side of this new reality is that a small number
of large enterprises can use their resources to dominate the
market. With the right digital experience platform, it is pos-
sible to connect with customers faster and more accurately.

While the digital economy is promoting more sustain-
able practices, data centres and data networks account
for 2% of global electricity demand, and data storage is
expected to contribute 14% of global emissions by 2040. In
addition, there is an excess of product waste [19].

More and more people are using smartphones, tablets,
smartwatches and bracelets, as well as other mobile inter-
net devices to connect to the global environment anytime
and anywhere. Millions of people around the world can
participate in the digital economy by buying or selling
goods and services.

Conclusions. The digital economy refers to the use of
information technology to create or adapt, market, or consume
goods and services. Digital innovations include digital bank-
ing, e-commerce, virtual education, smartphone applications
and collaboration platforms. Today, the digital economy is
essentially any economic activity that takes place online. In
other words, it is a data-driven economy based on the ability
to collect, use and analyse vast amounts of information to pro-
vide more personalised and meaningful experiences. The digi-
tal economy allows companies to create new business models.
The importance of developing the digital economy has led to
a study of the definition of the concept of “digital economy”,
consideration of various approaches and interpretations.
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