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Abstract: In an increasingly dynamic and uncertain business environment, innovation has emerged as a 

central driver of strategic effectiveness and long-term sustainability. This study examines how innovation 

can be systematically integrated into strategic management to support sustainable business 

transformation. Adopting a conceptual and theoretical research design, the paper synthesizes 

contemporary literature on innovation, strategic management, and sustainability to develop an integrative 

framework of Innovative Strategic Management (ISM). The analysis draws upon Dynamic Capabilities 

Theory, the Resource-Based View, and Sustainability-Oriented Strategic Management to identify three 
core dimensions of ISM: proactive environmental scanning, innovation-driven value creation, and 

sustainability-oriented decision-making. The findings suggest that embedding innovation within strategic 

management processes enhances organizational adaptability, strengthens stakeholder trust, and enables 

firms to achieve sustainable competitive advantage. This study contributes to the strategic management 

literature by positioning innovation and sustainability as interdependent strategic capabilities and 

provides a conceptual foundation for future empirical research on sustainable business transformation. 

Keywords: Innovation, Strategic Management, Sustainability, Competitive Advantage, Digital 

Transformation 

 

 

INTRODUCTION 

In an era marked by rapid technological disruption, globalization, and environmental 

uncertainty, strategic management has evolved beyond control mechanism and traditional 

planning. The integration of innovation into strategic management processes has become a critical 

determinant of a firm’s ability to sustain competitiveness and achieve long-term success. 

Innovation is no longer seen simply as a driver of new product development, but as a core strategic 

capability that enables organizations to adapt, transform, and create sustainable value (Teece, 

2018; Porter & Heppelmann, 2019). 

Recent research highlights that organizations that embed innovation into their strategic 

management framework are better positioned to respond to fluctuating market conditions and 

changing stakeholder expectations (Garcia & Calantone, 2020; Foss & Saebi, 2017). Strategic 

innovation through mechanisms such as digital transformation, green business initiatives, and 
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adaptive leadership enables companies not only to improve operational efficiency but also to 

pursue sustainability-oriented goals. This shift aligns with the emerging paradigm of sustainable 

strategic management, which combines innovation-driven competitiveness with environmental 

and social responsibility (Afonina, 2021; Lichtenthaler, 2020). 

The COVID-19 pandemic and the subsequent digital acceleration have underscored the 

urgency for companies to adopt flexible, innovation-driven strategies to ensure resilience and 

sustainability. Therefore, managers must rethink how innovation can be systematically integrated 

into strategic decision-making, organizational culture, and performance management systems. 

This study seeks to explore the conceptual relationship between corporate innovation and 

strategic management in driving sustainable business transformation. By synthesizing recent 

theoretical perspectives, the paper presents an integrative framework emphasizing proactive 

environmental scanning, innovation-driven value creation, and sustainability-oriented strategic 

decisions as pillars of innovative strategic management. 

 

METHOD 

Research Design 

This study adopts a conceptual and theoretical research design aimed at synthesizing and 

integrating existing literature on innovation, strategic management, and sustainability. Rather than 

relying on primary empirical data, the study focuses on developing a comprehensive conceptual 

framework that explains how innovation can be systematically embedded in strategic management 

to support sustainable business transformation. Conceptual research is particularly appropriate 

when the objective is to advance theory, clarify constructs, and propose integrative models that 

can guide future empirical inquiry (Jaakkola, 2020). 

Literature Review Strategy 

The literature review was conducted using a systematic and thematic approach, drawing on 

peer-reviewed journal articles, seminal theoretical works, and authoritative publications in the 

fields of strategic management, innovation studies, and sustainability. Key databases consulted 

included Scopus, Web of Science, ScienceDirect, and Google Scholar, ensuring broad coverage of 

high-quality international literature. The search process employed combinations of keywords such 
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as innovation, strategic management, dynamic capabilities, sustainable business, digital 

transformation, and sustainability-oriented strategy. 

To ensure relevance and rigor, the inclusion criteria focused on articles published in high-

impact journals, primarily within the last ten years, while foundational theories were included 

regardless of publication date due to their enduring theoretical significance (Barney, 1991; Teece, 

2018). This approach aligns with best practices in conceptual research, where theory development 

is grounded in both classical and contemporary scholarship (Crossan & Apaydin, 2010; Adams et 

al., 2016). 

Theoretical Framework Development 

The conceptual framework was developed through theoretical triangulation, integrating 

three dominant perspectives: Dynamic Capabilities Theory (DCT), the Resource-Based View 

(RBV), and Sustainability-Oriented Strategic Management (SOSM). DCT provides the lens for 

understanding how firms sense, seize, and reconfigure resources in dynamic environments (Teece, 

2018), while RBV explains how innovation functions as a strategic resource that enables sustained 

competitive advantage (Barney, 1991). SOSM complements these perspectives by emphasizing 

the alignment of innovation and strategy with environmental and social objectives (Dangelico & 

Pujari, 2019; Afonina, 2021). 

Through iterative comparison and synthesis of these theoretical streams, the study identifies 

three core dimensions of Innovative Strategic Management (ISM): Proactive Environmental 

Scanning, Innovation-Driven Value Creation, and Sustainability-Oriented Decision-Making. 

These dimensions were derived by identifying recurring themes across the literature and 

examining their interrelationships in supporting sustainable business performance. 

Analytical Approach 

The analysis followed a conceptual synthesis method, in which key constructs and 

relationships were mapped and integrated into a coherent framework (Jaakkola, 2020). Rather than 

testing hypotheses statistically, the study evaluates conceptual consistency, theoretical relevance, 

and explanatory power of the proposed model. This method enables the development of a 

theoretically robust framework that can serve as a foundation for future empirical validation and 

comparative studies across industries and institutional contexts. 
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RESULT AND DISCUSSION 

Conceptual Outcomes of Innovative Strategic Management 

Based on an integrative review and synthesis of contemporary strategic management, 

innovation, and sustainability literature, this study conceptually demonstrates that Innovative 

Strategic Management (ISM) plays a decisive role in driving Sustainable Business Performance 

(SBP). The results indicate that firms that systematically embed innovation within strategic 

management processes tend to exhibit stronger adaptability, improved value creation, and 

enhanced alignment with sustainability imperatives. Although this study adopts a conceptual 

approach rather than empirical testing, the consistency of findings across multiple theoretical and 

empirical studies provides robust analytical support for the proposed model. 

The synthesis reveals that ISM is not a single-dimensional construct but a dynamic 

interaction of three mutually reinforcing dimensions: Proactive Environmental Scanning (PES), 

Innovation-Driven Value Creation (IVC), and Sustainability-Oriented Decision-Making (SODM). 

Together, these dimensions form a strategic mechanism through which organizations can 

transform environmental uncertainty into sustainable competitive advantage. Prior studies 

consistently report that organizations capable of integrating these dimensions outperform those 

relying on traditional strategic planning models, particularly in volatile and digitally driven 

environments (Teece, 2018; Foss & Saebi, 2017). 

The results highlight that innovation functions as a strategic integrator, linking external 

environmental awareness with internal resource configuration and sustainability-oriented 

outcomes. This integrative role positions innovation as a central capability within strategic 

management, rather than as an isolated operational activity (Crossan & Apaydin, 2010; 

Lichtenthaler, 2020). 

Proactive Environmental Scanning as a Strategic Enabler 

The first dimension, Proactive Environmental Scanning (PES), emerges as a foundational 

capability within ISM. The literature indicates that organizations engaging in systematic 

environmental scanning are better equipped to anticipate technological disruptions, regulatory 

shifts, and evolving stakeholder expectations (Bourgeois, 2017; Porter & Kramer, 2019). In 

dynamic business environments, particularly following the COVID-19 pandemic, the ability to 

sense weak signals and emerging trends has become a critical determinant of strategic resilience.  
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Studies suggest that PES enhances organizational agility by reducing information 

asymmetry and enabling early strategic responses (Teece, 2021). Firms that actively scan their 

environments are more likely to identify opportunities related to digital transformation, green 

innovation, and sustainable business models. This anticipatory capability allows managers to align 

innovation initiatives with long-term sustainability goals rather than reacting defensively to 

external pressures (Afonina, 2021). 

Moreover, PES supports the development of dynamic capabilities by facilitating continuous 

learning and strategic renewal. As organizations gather and interpret external information, they are 

better positioned to reconfigure resources and redesign business processes in response to 

environmental change (Barney, 1991; Teece, 2018). Consequently, PES serves as the strategic 

foundation upon which innovation-driven initiatives and sustainability-oriented decisions are built. 

Innovation-Driven Value Creation and Competitive Advantage 

The second dimension, Innovation-Driven Value Creation (IVC), represents the 

operationalization of insights generated through environmental scanning into tangible strategic 

outcomes. The literature consistently emphasizes that innovation-driven value creation is a key 

mechanism through which firms achieve and sustain competitive advantage (Garcia & Calantone, 

2020; Foss & Saebi, 2017). 

IVC encompasses product innovation, process innovation, business model innovation, and 

digital transformation. Empirical evidence suggests that firms investing in digital technologies and 

Industry 4.0 practices can simultaneously enhance operational efficiency and reduce 

environmental impact (Bouwman et al., 2019; Lichtenthaler, 2020). This dual benefit reinforces 

the argument that innovation and sustainability are not mutually exclusive but mutually reinforcing 

strategic objectives. 

From a resource-based perspective, innovation capabilities constitute valuable, rare, and 

difficult-to-imitate intangible resources that underpin long-term firm performance (Barney, 1991). 

When integrated into strategic management, innovation enables organizations to transform 

knowledge, technology, and creativity into differentiated value propositions that strengthen market 

positioning and stakeholder trust (Crossan & Apaydin, 2010; Liao, 2018). 

Importantly, the literature also highlights that innovation-driven value creation increasingly 

reflects a shared value logic, where economic success is aligned with social and environmental 
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benefits (Porter & Kramer, 2019; Nidumolu et al., 2020). This shift underscores the strategic 

relevance of innovation as a driver of sustainable business transformation rather than short-term 

financial gains. 

Sustainability-Oriented Decision-Making and Long-Term Viability 

The third dimension, Sustainability-Oriented Decision-Making (SODM), ensures that 

innovation-led strategies are aligned with environmental, social, and ethical considerations. The 

results of the literature synthesis indicate that firms integrating sustainability into strategic 

decision-making processes experience enhanced legitimacy, reduced reputational risk, and 

improved long-term performance (Hart & Dowell, 2011; Dangelico & Pujari, 2019). 

SODM reflects the principles of Sustainability-Oriented Strategic Management (SOSM), 

which emphasizes the integration of the triple bottom line into core strategic choices. 

Organizations adopting this approach are more likely to invest in green innovation, responsible 

supply chains, and inclusive business practices (Adams et al., 2016; Klewitz & Hansen, 2014). 

Such decisions not only address stakeholder expectations but also contribute to long-term value 

creation and resilience. 

Sustainability-oriented decisions reinforce organizational commitment to ethical governance 

and corporate responsibility. Research indicates that firms demonstrating transparent sustainability 

practices enjoy higher levels of stakeholder trust and improved access to capital, particularly in 

ESG-driven investment environments (Bocken & Short, 2021; Liao, 2018). As a result, SODM 

acts as a strategic filter that guides innovation efforts toward outcomes consistent with global 

sustainability agendas. 

Innovation as a Strategic Integrator 

Collectively, the interaction between PES, IVC, and SODM illustrates a systemic approach 

to strategic innovation, where sensing, creating, and sustaining are interconnected processes. This 

integrated configuration enables firms to develop what can be described as sustainable dynamic 

capabilities—the ability to continuously adapt while maintaining alignment with societal and 

environmental expectations (Teece, 2021). 

The proposed ISM framework advances strategic management theory by positioning 

innovation as a central integrator linking dynamic capabilities, resource-based advantages, and 

sustainability-oriented governance. This conceptualization aligns with recent calls in the literature 

https://journal.as-salafiyah.id/index.php/sahri
mailto:sahrijournaleditor@gmail.com


Journal of Studies in Academic, Humanities, Research and Innovation  
Volume 3 No 1 June  2026 

E-ISSN: 3089-7106 

https://journal.as-salafiyah.id/index.php/sahri  

sahrijournaleditor@gmail.com  

Journal of Studies in Academic, Humanities, Research and Innovation 

 Volume 3 No 1 June 2026 
235 

for more holistic and integrative approaches to sustainable business transformation (Afonina, 

2021; Adams et al., 2016). 

 

CONCLUSION 

This conceptual paper has explored the central role of innovation in strategic management 

as a catalyst for achieving sustainable business transformation. Drawing upon the Dynamic 

Capabilities Theory (DCT), Resource-Based View (RBV), and Sustainability-Oriented Strategic 

Management (SOSM) framework, the study conceptualizes Innovative Strategic Management 

(ISM) as a multidimensional construct composed of three interrelated components: Proactive 

Environmental Scanning (PES), Innovation-Driven Value Creation (IVC), and Sustainability-

Oriented Decision-Making (SODM). 

The proposed model suggests that innovation is not merely a functional activity but a 

strategic capability that enables organizations to sense environmental changes, create sustainable 

value, and align strategic decisions with long-term social and environmental objectives. By 

embedding innovation within strategic management frameworks, firms can enhance their 

adaptability, strengthen stakeholder relationships, and secure sustainable competitive advantage. 

This study contributes to the growing discourse on sustainable strategic management by 

integrating innovation and sustainability as inseparable pillars of organizational excellence. It 

advances theoretical understanding by positioning innovation as a strategic integrator within the 

broader sustainability agenda bridging the gap between dynamic capabilities, resource-based 

perspectives, and ethical responsibility. 
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