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ABSTRACT

Digital technologies have acted as powerful catalysts for
creative destruction across industries, fundamentally
reshaping existing routines, organizational structures,
and operating conditions. This transformation forces
organizations to rapidly adapt and build resilience to
withstand the disruptive impact of technological change.
Resilience, in this context, refers to the capacity of
organizations and societies to anticipate, absorb, and
adapt to digital disruptions while continuing to function
effectively and even thrive under new conditions. Through
creative destruction, digital technologies not only
dismantle traditional business models but also enable the
emergence of innovative processes and structures. These
technological disruptions provide a critical context for
understanding today’s technological transformation.
While the exact trajectory of these changes remains
uncertain, one thing is clear: the future will demand
constant adaptation, relentless innovation, and resilient
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responses to the opportunities and challenges brought by
digital  transformation.The implications of  this
transformation—manifested in new business models,
innovative strategies, and advanced capabilities—are
unfolding at multiple levels: global, national, corporate,
and local.  The study concludes that digital
entrepreneurship advances on the principles of creative
destruction, leveraging technology to innovate, disrupt
markets, and create entirely new industries. This dynamic
brings profound changes in work structures, including
the rise of non-standard employment arrangements,
requiring new skills, knowledge, and resilient career
pathways.Consequently, education systems must evolve
toward a model that fosters creativity, resilience, and
digital competencies, enabling individuals to adapt to
rapidly changing labor markets. This new cycle of
innovation not only fuels economic growth but also
contributes to a dynamic and competitive business
environment capable of withstanding shocks and
uncertainties. Thus, there is a strong interconnection
between creative destruction, technological
advancements, resilience, and digital entrepreneurship—
shaping both small and large economies, each with
differing capacities to respond to digital challenges.

Keywords: Schumpeter’s creative destruction theory, resilience, artificial
intelligence, digital transformation, digital entrepreneurship, innovation,
future of work, adaptive education

JEL classification: L21, M14, 032

INTRODUCTION

Significant differences exist between small and large countries

in terms of technological development, resilience, and creative
destruction. Smaller nations often face resource constraints that
limit their ability to invest heavily in research and development
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(R&D), making them more dependent on technology imports from
larger economies. However, their regulatory frameworks tend to be
more agile, enabling faster adaptation to technological
disruptions—an attribute closely linked to resilience.

These countries often experience more visible and immediate
effects of creative destruction due to their smaller economic base.
In contrast, larger countries undergo creative destruction on a
broader scale, with more firms entering and exiting markets
simultaneously. Accordingly, the pace and nature of digital
transformation and resilience-building efforts vary across different
economic contexts.

Therefore, the aim of this paper is twofold:

1. To analyze how these changes unfold in large and small
countries and identify differences in their ability to foster
resilient digital entrepreneurship, adapt work modalities,
and transform education.

2. To examine the interplay between creative destruction,
resilience, technological evolution (especially AlI), and
digital entrepreneurship as drivers of sustainable and
competitive economies in a digital age

CONCEPTUAL FRAMEWORK

This study proposes a conceptual framework that explores the
sequential and dynamic relationship between creative destruction,
digital transformation, organizational resilience, and digital
entrepreneurship. The framework is designed to capture both the
linear progression and the feedback loops that underpin innovation
and entrepreneurial outcomes in diverse economic contexts (Fig.

).
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Disruptions and Creative Destruction

Creative destruction represents disruptive changes that
challenge existing business models, routines, and market
structures. Such disruptions act as catalysts for technological
adaptation, compelling firms and organizations to reconsider their
operational and strategic approaches [1].

Technological Adaptation (Digital Transformation)

In response to disruptions, organizations engage in digital
transformation, adopting new technologies and digital practices to
enhance efficiency, competitiveness, and market responsiveness.
Digital transformation serves as a mediator between disruption and
organizational outcomes [1],[2].

Organizational Resilience

The ability to survive and thrive amid disruptions depends on
organizational resilience [3],[4].Resilient organizations not only
withstand shocks but also leverage challenges to enhance learning,
flexibility, and adaptive capacity. Resilience strengthens the link
between digital transformation and innovative outcomes.

Digital Entrepreneurship

The culmination of disruption, adaptation, and resilience is the
emergence of digital entrepreneurship. Entrepreneurial initiatives,
enabled by digital technologies, create new products, services, and
business models, driving innovation and economic growth.

Feedback Loops

Resilient organizations do not merely respond to change; they
actively learn from experiences, using insights to fuel further
digital innovation and entrepreneurial ventures. These feedback
loops reinforce adaptive capacity, sustaining long-term growth and
competitiveness [3].
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Applicability Across Economies

While the framework applies to both small and large
economies, it acknowledges variations in innovation capability,
resource availability, and adaptive capacity. Larger economies may
benefit from advanced technological infrastructure, whereas
smaller economies rely more on organizational flexibility and
strategic resilience to leverage digital opportunities [5], [6].

DISRUPTIONS TECHNOLOGICAL RESILIENT DIGITAL
i —>  ADAPTATION ~> ORGANIZATIONS > ENTREPRENEURSHIP
DIGITAL SURVIVE INNOVATION
RESTRUCGTION TRANSFORMATION AND THRIVE AND GROWTH

l FEEDBACK J
LooP

Figure 1. Conceptual Framework
Source: Author

THEORETICAL REVIEW

The Schumpeterian theory of creative destruction [7], posits that
technological innovation is a primary driver of economic growth.
Innovations disrupt existing markets and business models,
replacing older industries with new ones and fostering long-term
economic progress [8], [9]. In the digital era, the adoption of new
technologies frequently triggers creative destruction, presenting
both opportunities and challenges for countries regardless of size
[10].

Creative disruption occurs when emerging technologies and
business models reshape industries, encouraging growth and
innovation while potentially generating economic and social
disparities. Technological lag, on the other hand, arises when
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countries or regions struggle to adopt and integrate digital
technologies, slowing economic development. Contributing factors
include insufficient infrastructure, limited access to education and
skills development, and restrictive regulatory environments.
Addressing these gaps requires investments in digital
infrastructure, promotion of digital literacy, and creation of
enabling regulatory frameworks, which together allow countries to
benefit from technological progress while mitigating potential
negative effects [10].

In the context of digital transformation, effective knowledge
management is critical for organizational sustainability. Businesses
must not only respond to change but also anticipate and adapt
proactively [11]. Digitalization has transformed higher education,
enhancing communication and learning processes, improving
strategy formulation, and enabling managers and creative leaders
to integrate technological tools into business operations [12], [13],
[14].

Preparing students and employees with digital skills has
become crucial, particularly as labor markets grow increasingly
competitive, dynamic, and interdisciplinary ([15],[11]). Digital
technologies facilitate lifelong learning by making education more
accessible, personalized, and adaptable to both individual and
industry needs, thereby supporting workforce readiness for a
digital economy [1].

Artificial intelligence (AI) exemplifies the transformative
potential of digital technologies. Leading Al-driven companies
such as OpenAl, DeepMind, Nvidia, Amazon Web Services,
Google, and Microsoft are revolutionizing industries by enhancing
efficiency, improving decision-making, and enabling the creation
of new products, services, and markets [16]. Alongside Al,
emerging technologies such as automation, blockchain, and
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biotechnology are poised to reshape economic structures, labor
markets, and social dynamics [17]. Economic projections
highlight the impact of these technologies: Al could increase
global GDP by $15.7 trillion, or 14%, by 2030 [18]), with leading
economies potentially capturing 20-25% additional net economic
benefits, while developing countries may realize only 5-15% [19].

The interplay of creative destruction, technological adaptation,
and digital entrepreneurship underscores the importance of
organizational resilience. Resilient organizations can leverage
disruptions, learn from challenges, and transform them into
entrepreneurial ~ opportunities,  driving  innovation  and
competitiveness [1]. Thus, understanding these dynamics 1is
essential for economies to fully harness digital technologies, foster
innovation, and ensure sustainable growth in an increasingly
complex and technology-driven world.

INNOVATION, DIGITAL ENTREPRENEURSHIP, AND
RESILIENCE

Innovation and  digital entrepreneurship are deeply
interconnected, forming a dynamic relationship that fuels
economic growth and technological advancement. Innovation
provides the foundation for digital entrepreneurship by generating
ideas that lead to new ventures, which in turn stimulate further
innovation through competition, collaboration, and continuous
improvement [1]. Emerging technologies such as artificial
intelligence (Al), blockchain, and the Internet of Things (IoT) have
opened new pathways for entrepreneurs to develop innovative
business models, products, and services. For example, the rise of
cloud computing has enabled digital entrepreneurs to launch
scalable online businesses with minimal initial investment in
physical infrastructure. By identifying market gaps and leveraging
digital tools, entrepreneurs create transformative solutions that
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reshape industries and markets.

However, the success of innovation-driven entrepreneurship
does not depend on technology alone—it also requires
organizational resilience. Digital transformation is inherently
disruptive and complex, demanding that organizations develop
capabilities to adapt and thrive in changing environments. For
firms to succeed, they must integrate multiple interdependent
factors such as infrastructure, cybersecurity, data analytics,
customer experience, and operational agility [1]. Resilient
organizations are better equipped to manage uncertainty and
leverage technological disruption as an opportunity rather than a
threat. They embed adaptive strategies, cultivate a culture of
continuous learning, and maintain flexibility to respond rapidly to
new market conditions. Research shows that resilience amplifies
the positive impact of innovation by enabling firms to sustain
growth during volatility and competitive pressures.

On a national level, innovation ecosystems play a crucial role in
fostering both entrepreneurship and resilience. The Global
Innovation Index (GII) serves as an important indicator of
countries’ innovation capacity and digital readiness. Economies
that rank high on the GII typically feature robust research
institutions, supportive government policies, and accessible
funding mechanisms, creating an environment conducive to digital
entrepreneurship. High-ranking countries often demonstrate
superior technological infrastructure and human capital, both of
which are essential for building resilience into entrepreneurial
ecosystems.

Innovation and digital entrepreneurship form a mutually
reinforcing cycle critical to economic growth and technological
advancement. Innovation generates the ideas that spawn digital
ventures, which then fuel further innovation through competition,
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collaboration, and iterative improvement [1]. Technological
enablers such as artificial intelligence (AI), blockchain, and the
Internet of Things (IoT) broaden the entrepreneurial landscape by
supporting new business models, products, and services. Cloud
computing, for instance, lowers capital requirements by enabling
scalable digital startups to launch with minimal infrastructure
outlay [20].

Crucially, success in this domain depends not only on
innovation but also on organizational resilience. Firms embarking
on digital transformation must address multiple interconnected
dimensions—mobility, infrastructure, cybersecurity, data analytics,
customer experience, and adaptive capacity [1]. Resilient
organizations excel in transforming uncertainty into opportunity,
embedding adaptive strategies, promoting continuous learning, and
responding agilely to evolving market demands. Empirical findings
from Andalusian SMEs demonstrate that digital transformation
promoting organizational learning and innovation enhances their
resilience significantly [21]. Another study highlights the
transformative role of digital capital and leadership in elevating
resilience at both organizational and employee levels [22].

At the country level, innovation ecosystems play a pivotal role
in nurturing entrepreneurship and resilience. The Global
Innovation Index (GII) captures countries’ capacities in research,
policy, and infrastructure—key ingredients for resilient
entrepreneurship. Higher GII rankings correlate with advanced
innovation ecosystems, enabling more sustainable entrepreneurial
ventures [23].

INNOVATION AND RESILIENCE IN BALTIC
COUNTRIES

The Baltic countries—Estonia, Lithuania, and Latvia—provide
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instructive examples of how innovation and resilience interact
(Figure 2):

o Estonia, ranked 16th in the GII 2024, leads in institutional
quality, digital infrastructure, and creative outputs, largely
due to its e-Estonia initiative and strong STEM education
systems [23].

e Lithuania improved from 39th in 2022 to 35th in 2024 but
still needs stronger mechanisms for converting innovation
inputs into entrepreneurial outputs [23].

e Latvia remains steady around the low-40s, performing
solidly in infrastructure but struggling with innovation
outputs—a sign that resilience strategies need bolstering
[23].

These cases show that innovation inputs must be matched with
resilience pathways—such as agile governance, ecosystem support,
and adaptive capabilities—to generate sustainable entrepreneurial
impact. Furthermore, the Baltic states benefit from macroeconomic
stability, high internet penetration, startup-friendly ecosystems,
and streamlined governance, all of which enhance resilience in
digital entrepreneurship[24].

According to figure 2, we can notice that Estonia leads across
all areas.. In this context, Lithuania demonstrates moderate
performance, suggesting a stage with emerging adaptive capacities.
In contrast, Latvia lags behind, reflecting a static resilience
approach with limited strategic innovation initiatives.

Figure 3. below compares the resilience profiles of Estonia,
Lithuania, and Latvia across five key dimensions: Digital
Infrastructure, Institutional Strength, Innovation Dynamism,
Commercialization, and Strategic Interventions.
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INNOVATION AND RESILIENCE
IN THE BALTIC COUNTRIES

INNOVATION AND RESILIENCE

ESTONIA LITHUANIA LATVIA
16th in Gll 2024 35thin Gll 2024 Low 40s in Gll 2024
» Leads ininstitutional e« Improved from 39th » Performs solidly in
quality, digital in 2022 but needs infrastructure but
infrastructure, and stronger mechanisms struggles with
creative outputs for converting innovation outputs

innovation inputs into
entrepreneurial outputs

Figure 2. Interaction Between Innovation and Organizational Resilience
Source: Author

Comparing these countries based on the five key indicators, the
following conclusions can be drawn:

1. Estonia
o Digital Infrastructure: Highly advanced, with nationwide
e-governance and digital services.

o Institutional Strength: Strong and adaptive, enabling
efficient policy implementation.

o Innovation Dynamism: High; fosters startups, R&D, and
technology adoption.

o Commercialization: Effective at turning innovations into
market-ready solutions.

e Strategic Interventions: Proactive policies anticipate
challenges and support long-term growth.
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2. Lithuania

o Digital Infrastructure: Improving steadily, but some gaps
remain in nationwide integration.

o Institutional Strength: Moderate; institutions are
functional but may face bureaucratic bottlenecks.

e Innovation Dynamism: Growing; active R&D and startup
activity, though scaling can be slow.

e Commercialization: Limited; some innovative ideas
struggle to reach the market.

o Strategic Interventions: Incremental; policies exist but are
reactive rather than anticipatory.

3. Latvia

o Digital Infrastructure: Basic but stable; limited
nationwide innovation platforms.

o Institutional Strength: Moderate; ensures stability but
lacks flexibility for rapid adaptation.

e Innovation Dynamism: Low; fewer startups and limited
technological adoption.

o Commercialization: Weak; innovations rarely translate
into significant market impact.

o Strategic Interventions: Minimal; policies focus on
maintaining stability rather than fostering growth.

The analyzed Baltic countries exhibit distinct resilience models
that influence their innovation capacity, adaptability, and economic
performance (Figure 4). In line with this ,Estonia demonstrates
proactive resilience, anticipating challenges and continuously
adapting its systems, policies, and strategies. Its strong digital
infrastructure, investment in human capital, and active integration
of emerging technologies enable high  adaptability,
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competitiveness, and the capacity to transform disruptions into
opportunities. Estonia is positioned to maintain leadership in
digital transformation, innovation-driven entrepreneurship, and
sustainable growth, with potential advances in Al-driven
governance and global scalability. On the other hand, Lithuania
reflects transitional resilience, responding to changes while
gradually developing mechanisms for systematic anticipation. Its
moderate adoption of new technologies and incremental strategic
initiatives result in moderate flexibility and gradual improvements
in competitiveness. Over the next five years, Lithuania’s
development depends on strengthening anticipatory governance,
targeted technological investments, and closer collaboration
between research, industry, and government, aiming to shift
toward proactive resilience.

—— Estonia

Comparative Resilience Models: Estonia, Lithuania, Latvia Lithuania
Astitutional Strength — Llatvia

Innovation Dy¥namism

ibal Irfrastructure

Commercialjzation

egic Interventions

Figure 3.Comparative Resilience Models
Source: Author
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Latvia illustrates static resilience, reacting to challenges as they
arise without strategic planning. Low engagement in innovation
and largely unchanged systems make it vulnerable to external
shocks and slower growth. For Latvia to progress, it needs strategic
foresight, institutional modernization, targeted innovation hubs,
and incentives for technological adoption. Incremental
improvements could move Latvia toward a transitional resilience
model over the next five years.

Comparative Insights on Resilience Models
Proactive resilience:
Strong digital infrastructure,
innovation & entrepreneurship

10

Transitional resilience:
Incremental improvements,
commercialization bottlenecks

Static resilience:
Stability but low
strategic innovation

Resilience Level (Relative Scale)

Estonia Lithuania

Figure 4. Resilience Level in Baltic Countries
Source: Author

CONCLUSION

The Baltic countries—Estonia, Lithuania, and Latvia—
demonstrate how distinct resilience models shape the capacity for
innovation, adaptability, and economic growth. Estonia
exemplifies proactive resilience, anticipating challenges and
continuously adapting its systems, policies, and strategies, which
enables it to leverage technological change for competitive
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advantage. Lithuania reflects transitional resilience, gradually
developing mechanisms for anticipatory governance and
incremental technological adoption, while Latvia illustrates static
resilience, reacting to challenges with limited strategic innovation.

These national experiences mirror the broader dynamics of
creative destruction, technological advancement, and digital
entrepreneurship. Digital entrepreneurship emerges from the
principles of creative destruction, actively leveraging technology to
innovate and disrupt traditional markets. This iterative cycle of
innovation and obsolescence drives economic growth, enhances
competitiveness, and reshapes industries, institutions, and labor
markets. Technological advancements serve as the core catalyst of
this transformation, and understanding their historical context is
essential for analyzing contemporary digital disruption.

Both small and large economies share strategic priorities in
responding to these changes, including public—private
collaboration, investment in digital infrastructure, and the
development of STEM-based education and skills. By fostering
adaptive capacity and innovation-oriented policies, nations
position themselves to thrive amid ongoing technological
evolution. For the Baltic region, the interplay of resilience models
and digital entrepreneurship underscores that continuous
adaptation, strategic foresight, and sustained innovation are critical
for maximizing opportunities and ensuring long-term economic
and technological success.
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