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Abstract:

This study aimed to design and validate a strategic renewal model for small and medium-sized enterprises by identifying its causal, contextual,
intervening, strategic, and outcome-related components. This applied study employed an exploratory sequential mixed-methods design based
on grounded theory. In the qualitative phase, 15 university experts and managers of small and medium-sized enterprises in Kurdistan,
Kermanshah, and Hamadan provinces were selected through purposive and snowball sampling. Data were collected through semi-structured
interviews and analyzed using open, axial, and selective coding. In the quantitative phase, a researcher-developed questionnaire derived from
the qualitative findings was administered to 365 managers and owners of small and medium-sized enterprises. The data were analyzed using
partial least squares structural equation modeling. Marketing capability and social capital had positive and significant effects on strategic
renewal, with path coefficients of 0.457 and 0.458, respectively. Strategic renewal positively predicted organizational capability, with a
coefficient of 0.576, and strategic agility, with a coefficient of 0.661. Entrepreneurial opportunities also significantly predicted organizational
capability and strategic agility. Organizational capability had significant positive effects on financial performance and product and service
quality, while strategic agility significantly improved both outcomes. The direct effects of environmental conditions and managerial
characteristics, as well as the moderating effects of environmental conditions, were not significant. The model explained 72.3% of the
variance in strategic renewal, 69.7% in organizational capability, 72.3% in strategic agility, 44.6% in financial performance, and 42.2% in
product and service quality. Strategic renewal in small and medium-sized enterprises is primarily developed through marketing capability
and social capital and improves financial and nonfinancial performance by strengthening organizational capability and strategic agility.
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Extended Summary

Introduction

Small and medium-sized enterprises constitute a central component of employment generation, regional development,
innovation, and economic resilience. Nevertheless, these firms increasingly operate in environments characterized by
technological disruption, volatile customer expectations, intensified competition, financial constraints, and institutional
uncertainty. Under such conditions, reliance on established routines, traditional markets, and previously successful business
models may gradually weaken organizational competitiveness. Strategic renewal has therefore emerged as a critical mechanism
through which firms reconsider their strategic direction, reconfigure resources, revise business models, and develop new
capabilities for responding to environmental change. It is not limited to minor operational adjustment; rather, it involves a
continuous and purposeful transformation of organizational priorities, competitive logic, capabilities, and value-creation
mechanisms (Harandi & Habibbeigi, 2025; Schmitt et al., 2018; Teece, 2019).

Strategic renewal is especially important for small and medium-sized enterprises because these firms face a distinctive
combination of vulnerability and flexibility. Their limited financial, technological, and human resources make them more
exposed to market shocks, supply-chain disruptions, and changes in customer demand. At the same time, relatively simple
structures, shorter communication channels, and the direct involvement of owners and senior managers in strategic decisions
may enable them to respond more rapidly than large organizations. Strategic renewal allows such firms to reconsider the scope
of their activities, abandon inefficient routines, enter new markets, create new products and services, and redesign the way they
mobilize resources. Previous studies have shown that strategic renewal in entrepreneurial and SME contexts is associated with
organizational learning, business-model adaptation, opportunity exploitation, and capability development (Khan et al., 2020;
Kollabi, 2022; Moretti et al., 2020).

The dynamic capabilities perspective provides a useful theoretical foundation for understanding this process. From this
perspective, long-term competitiveness depends not merely on possessing valuable resources, but on the ability to sense

changes, seize emerging opportunities, and transform the organization accordingly. Strategic renewal represents the
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organizational manifestation of these capabilities because it translates environmental awareness into strategic choice and
resource reconfiguration (Teece, 2019). This issue has become even more significant in the context of digital transformation,
where technological change affects not only operational processes but also industry structures, customer relationships,
organizational boundaries, and business models. The development of digital capabilities therefore requires an ongoing process
of strategic renewal rather than isolated investment in technology (Warner & Wéger, 2019).

Social capital is another major antecedent of strategic renewal. Small and medium-sized enterprises frequently depend on
external relationships to compensate for their internal resource limitations. Trust-based relationships with customers, suppliers,
financial institutions, universities, public agencies, and other firms can improve access to information, knowledge, technology,
and complementary resources. Social capital can also reduce uncertainty, accelerate knowledge exchange, and support
collaborative problem-solving. Empirical evidence has indicated that social capital strengthens the strategic renewal of SMEs
through mechanisms such as organizational flexibility, entrepreneurial orientation, absorptive capacity, and knowledge creation
(Broekman, 2019; Khan et al., 2020; Khan et al., 2021). During periods of crisis, social capital and collaborative knowledge
creation can also enhance strategic agility and proactive organizational responses (Al-Omoush et al., 2020). However, the value
of social capital depends on its diversity and its interaction with human capital, because closed and repetitive networks may
restrict exposure to new ideas (Vandaie, 2017).

Marketing capability is also essential to the renewal process. Strategic change is unlikely to be effective when it is
disconnected from customer needs, competitive developments, and market opportunities. Marketing capability enables firms
to gather, interpret, and apply information about customers, competitors, channels, and market trends. This capacity improves
strategic sensitivity and reduces the risk of allocating scarce resources to inappropriate opportunities. Market orientation and
strategic agility have been shown to strengthen firm performance and support the effective implementation of adaptive
strategies (Kurniawan et al., 2020). In internationally oriented firms, strategic orientation may also improve international
performance through strategic renewal by aligning organizational resources with changing market opportunities (Ahmed & et
al., 2023).

Entrepreneurial opportunities and entrepreneurial orientation further stimulate strategic renewal by encouraging innovation,
proactiveness, and calculated risk-taking. Firms that recognize environmental change as a source of opportunity rather than
merely a threat are more likely to reconsider established activities and experiment with new markets, products, and revenue
models. Research on entrepreneurial-oriented strategic renewal has shown that opportunity recognition can lead to substantial
changes in organizational scope, resource allocation, and business models (Moretti et al., 2020). Strategic renewal has also
been identified as a mechanism through which entrepreneurial orientation contributes to firm performance (Shu et al., 2019).

Organizational agility and organizational capability are central mechanisms through which renewal is converted into
performance. Organizational agility enables firms to detect change, make timely decisions, redeploy resources, and implement
rapid responses. Evidence suggests that agility plays a substantial role in strategic renewal by reducing the gap between
recognizing the need for change and executing an appropriate response (Abdullah Amanah & Abbas Hussein, 2021).
Organizational capability, including human capital, learning, coordination, knowledge management, and absorptive capacity,
allows strategic intentions to be transformed into operational action. Human capital development, ambidextrous learning, and

dynamic capabilities have all been linked to strategic renewal and improved organizational performance (Muhammad et al.,
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2020). Talented employees may similarly contribute to renewal by generating, disseminating, and implementing new ideas
(Jarvi & Khoreva, 2019).

Previous research has also linked strategic renewal to financial and nonfinancial performance. Renewal practices can
improve sales, profitability, market position, product quality, service responsiveness, and organizational resilience (Kusuma &
Sudharito, 2020; Nkem & Onuoha, 2023). Nevertheless, the literature remains fragmented because many studies have examined
isolated relationships rather than an integrated process connecting antecedents, contextual conditions, renewal mechanisms,
organizational strategies, and performance outcomes. Recent Iranian studies have emphasized the need for context-sensitive
and ecosystem-based models of strategic renewal that recognize the interdependence of organizational, managerial,
environmental, and institutional factors (Kolabi & Sharaei, 2024; Kollabi & Sharaei, 2023; Vishlaghi et al., 2023). Accordingly,
the present study aimed to design and validate an integrated strategic renewal model for small and medium-sized enterprises
operating in Kurdistan, Kermanshah, and Hamadan provinces.

Methods and Materials

This applied study adopted an exploratory sequential mixed-methods design consisting of a qualitative grounded-theory
phase followed by a quantitative validation phase. In the qualitative phase, the systematic grounded-theory approach was used
to identify the dimensions, categories, and relationships underlying strategic renewal. The participants included university
experts in strategic management, entrepreneurship, and SME management, as well as experienced owners and senior managers
of small and medium-sized enterprises in Kurdistan, Kermanshah, and Hamadan provinces. Participants were selected through
purposive and snowball sampling. Sampling continued until theoretical saturation was achieved, resulting in 15 qualitative
participants.

Qualitative data were collected through in-depth semi-structured interviews. The interview guide addressed the causes of
strategic renewal, the meaning and characteristics of renewal, contextual and intervening conditions, managerial strategies, and
expected outcomes. Interviews were recorded with participants’ consent, transcribed verbatim, and analyzed through open,
axial, and selective coding. Credibility was enhanced through member checking, peer review, source triangulation, and external
auditing. Coding reliability was assessed through agreement between two independent coders.

In the quantitative phase, the statistical population consisted of managers and owners of small and medium-sized enterprises
active in the three provinces. A researcher-developed questionnaire was constructed from the qualitative codes and categories.
The instrument measured social capital, marketing capability, strategic renewal, organizational capability, strategic agility,
environmental conditions, managerial characteristics, entrepreneurial opportunities, financial performance, and product and
service quality. Responses were recorded on a five-point Likert scale. Face and content validity were assessed by experts, while
construct validity and reliability were evaluated through the measurement model.

Quantitative data from 365 valid questionnaires were analyzed using partial least squares structural equation modeling.
Descriptive statistics, skewness, and kurtosis were first examined. The measurement model was evaluated through factor
loadings, Cronbach’s alpha, composite reliability, average variance extracted, the Fornell-Larcker criterion, and cross-loadings.
The structural model was then assessed through path coefficients, bootstrapped t statistics, p values, coefficients of
determination, effect sizes, and model-fit indicators.

Findings

The qualitative analysis produced a paradigmatic model of strategic renewal. Marketing capability and social capital

emerged as causal conditions. Strategic renewal was identified as the central phenomenon and included the redefinition of
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strategic direction, business-model redesign, resource reconfiguration, innovation, entry into new markets, and withdrawal
from inefficient activities. Entrepreneurial opportunities and managerial characteristics were classified as contextual conditions,
while environmental conditions represented the principal intervening factor. Organizational capability and strategic agility were
identified as the main strategic responses. Financial performance and product and service quality constituted the final outcomes.

Descriptive results showed that social capital had the highest mean score, at 3.5543, whereas environmental conditions had
the lowest mean, at 3.0849. Skewness values ranged from -0.431 to 0.004, and kurtosis values ranged from -1.249 to -1.046.
All values were within acceptable limits, indicating no severe departure from normality.

The measurement model demonstrated strong psychometric properties. Standardized factor loadings ranged from 0.854 to
0.958, and all were statistically significant at p < 0.001. Cronbach’s alpha values ranged from 0.904 to 0.956, and composite
reliability values ranged from 0.940 to 0.964. Average variance extracted values ranged from 0.790 to 0.875, substantially
exceeding the recommended minimum. The Fornell-Larcker criterion and cross-loading assessment supported discriminant
validity, because each indicator loaded more strongly on its intended construct than on other constructs.

The structural analysis showed that marketing capability had a positive and significant effect on strategic renewal, with a
path coefficient of 0.457,t=9.773, and p < 0.001. Social capital also had a positive and significant effect on strategic renewal,
with a coefficient of 0.458, t = 9.750, and p < 0.001. Together, these variables explained 72.3% of the variance in strategic
renewal.

Strategic renewal had a strong positive effect on organizational capability, with a coefficient of 0.576, t = 10.016, and p <
0.001, and an even stronger effect on strategic agility, with a coefficient of 0.661, t = 11.961, and p < 0.001. Entrepreneurial
opportunities positively affected organizational capability, with a coefficient of 0.215, t = 3.523, and p < 0.001, and strategic
agility, with a coefficient of 0.120, t = 2.063, and p = 0.039.

Organizational capability positively affected financial performance, with a coefficient of 0.245, t = 3.505, and p < 0.001,
and product and service quality, with a coefficient of 0.327, t = 4.395, and p < 0.001. Strategic agility had a positive effect on
financial performance, with a coefficient of 0.464, t = 6.904, and p < 0.001, and on product and service quality, with a
coefficient of 0.367, t = 4.870, and p < 0.001.

Environmental conditions did not significantly affect organizational capability or strategic agility. Their moderating effects
on the relationships between strategic renewal and these two outcomes were also nonsignificant. Managerial characteristics did
not have significant direct effects on organizational capability or strategic agility. The model explained 69.7% of the variance
in organizational capability, 72.3% in strategic agility, 44.6% in financial performance, and 42.2% in product and service
quality.

Effect-size analysis showed that strategic renewal had a large effect on organizational capability and strategic agility.
Marketing capability and social capital also had large effects on strategic renewal. Strategic agility had a medium effect on
financial performance and a small effect on product and service quality. Other significant relationships generally had small
effect sizes. The saturated model had an SRMR value of 0.038, while the estimated model had an SRMR value of 0.095. The
NFI values were 0.887 and 0.865, respectively, indicating acceptable but not perfect overall fit.

Discussion and Conclusion

The findings demonstrate that strategic renewal in small and medium-sized enterprises is not generated by environmental
pressure alone. It emerges primarily from a firm’s ability to understand the market and mobilize relationships, knowledge, and

external resources. Marketing capability and social capital were nearly equal in their contribution to strategic renewal, showing
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that both market intelligence and network-based access to knowledge are essential. For resource-constrained firms, strategic
renewal therefore depends on combining external awareness with relational embeddedness.

Strategic renewal strongly enhanced organizational capability and strategic agility. This suggests that renewal is not merely
an outcome of pre-existing capabilities; it also stimulates the creation of new capabilities. When firms revise their strategic
direction, redefine priorities, and reconfigure resources, they improve their capacity for learning, coordination, decision-
making, and rapid response. The stronger effect on strategic agility indicates that renewal is particularly important for
shortening response time and increasing flexibility under uncertainty.

Entrepreneurial opportunities contributed to both organizational capability and strategic agility, although their effect was
stronger on organizational capability. Opportunity recognition appears to create pressure for capability development, but
opportunities do not automatically produce rapid action. Firms must first possess the skills, resources, coordination
mechanisms, and decision authority required to exploit them. This finding highlights the distinction between identifying an
opportunity and being organizationally prepared to act on it.

Both organizational capability and strategic agility improved performance, but they influenced the two outcome dimensions
differently. Organizational capability had a stronger effect on product and service quality than on financial performance,
suggesting that internal competencies first improve processes, reliability, and customer value. Strategic agility had a stronger
effect on financial performance, indicating that rapid resource allocation and timely market response are especially important
for capturing revenue and reducing the costs of delayed action.

The nonsignificant direct and moderating effects of environmental conditions suggest that turbulence does not automatically
make firms more capable or agile. Similar environmental pressures may produce different outcomes depending on how firms
interpret them and whether they possess the resources and decision systems needed for response. The nonsignificant direct
effects of managerial characteristics likewise do not imply that managers are unimportant. Rather, managerial influence may
operate indirectly through marketing capability, social capital, opportunity recognition, and the initiation of strategic renewal.

Overall, the validated model presents strategic renewal as a process beginning with market capability and social capital,
continuing through strategic reorientation and resource reconfiguration, and producing performance through organizational
capability and strategic agility. The model has strong explanatory power for strategic renewal, organizational capability, and
strategic agility, and moderate explanatory power for financial performance and product and service quality. It therefore
provides an integrated explanation of how small and medium-sized enterprises can convert environmental awareness, network

resources, and entrepreneurial opportunities into sustainable organizational and performance outcomes.
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