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Abstract

Expectations have been growing for digital transformation (DX), which aims to establish a
competitive advantage by incorporating cutting-edge technology into business strategies. DX
should be used not only to improve operational efficiency through digitalization but also to
realize transformative innovations that fundamentally change existing values and

frameworks. However, Japan lags behind many other countries in DX and its international
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competitiveness is on the decline. In this study, we reviewed the current state of DX in
Japan and extracted factors that hinder the promotion of DX. Furthermore, we examined
the potential for transformative innovation, which is the intended aim of DX. The results
showed that DX in Japan tends to be limited to the conventional digitalization of business,
such as improving operational efficiency and upgrading existing systems, and that there is a
resistance to DX as well as a lack of understanding about the true value of DX for realizing
transformative innovation. We reviewed DX with a focus on the knowledge-creation process
and demonstrated that the places and facilitators needed for knowledge creation are required

for true DX to realize innovation.
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