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ABSTRACT 
 

This article aims to develop a dynamic theory of strategy considering the implications of artificial 
intelligence (AI) in the modern world. By integrating traditional strategic management theories with the 
influence of AI, the paper explores the evolving nature of strategic decision-making, competitive 
advantage, and organizational performance. Through a comprehensive review of existing literature 
and empirical evidence, the article seeks to propose a framework for understanding and adapting 
strategy in the context of AI. The implications for business leaders, policymakers, and researchers are 
discussed, focusing on the need for continuous adaptation and dynamic approaches to strategy in the 
AI-driven world. 
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1. INTRODUCTION 
 
The rapid advancement of artificial intelligence (AI) has led to its widespread integration across various 
facets of business and society, resulting in a significant transformation of the strategic management 
landscape (Davenport, 2018). The pervasive influence of AI in decision-making processes, operational 
efficiencies, and market dynamics has put traditional theories of strategy under pressure to adapt to 
this new reality. In response to this paradigm shift, this article aims to articulate a dynamic theory of 
strategy that not only recognizes but also integrates the profound impact of AI in the modern world. By 
consolidating insights from existing strategy and AI literature, this paper seeks to elucidate how 
organizations can effectively navigate the intricacies of AI and capitalize on its potential to gain 
competitive advantages (McKinsey Global Institute, 2017). This entails synthesizing the evolving 
knowledge in strategic management and AI to provide actionable strategies for organizations to 
harness the transformative power of AI while enhancing their strategic approaches. 
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1.1 The Influence of AI on Strategic Decision-making 
The emergence of AI technologies, including machine learning and predictive analytics, has ignited a 
profound transformation in the strategic decision-making processes of organizations.  These advanced 
tools have redefined the way insights are derived in real-time, facilitated intricate pattern recognition, 
and enabled the rapid processing of enormous volumes of data at unprecedented speeds (Russell & 
Norvig, 2016). Consequently, the deployment of AI in strategic decision-making has fostered an 
environment where organizations can swiftly respond to evolving market conditions, enhancing their 
agility and adaptability. Moreover, the application of AI-driven algorithms has proven instrumental in 
identifying emerging trends, forecasting demand, and optimizing resource allocation, thus augmenting 
the overall efficacy of strategic choices (Verhoef et al., 2021). This paradigm shift emphasizes the 
potential for AI technologies to empower organizations in making more informed, data-backed, and 
agile strategic decisions, ultimately enabling them to gain a competitive advantage in dynamic and 
complex market landscapes. 
 
1.2 Competitive Advantage and Organizational Performance in the AI Era 
In the realm of AI, the concept of competitive advantage evolves as organizations leverage technology 
to not only distinguish their offerings but also to elevate their operational efficiency and deliver tailor-
made experiences to their customers (Bughin, Hazan, Ramaswamy, Chui, Allas, & Henke, 2017). By 
integrating AI-driven automation, companies can streamline their processes, curtail costs, and amplify 
productivity, thereby solidifying their competitive position in the market. Furthermore, AI facilitates the 
creation of pioneering products and services, personalized at scale, and the formulation of innovative 
business models, all of which collectively contribute to organizational performance and sustained 
competitive advantage (Acemoglu & Restrepo, 2018). The innovative application of AI in business 
operations not only enhances internal efficiencies but also elevates the value propositions offered to 
customers, thereby sharpening the competitive edge of organizations in a rapidly evolving market 
landscape. This redefines the role of technology in fostering sustainable and differentiated 
competitiveness, establishing AI as a key enabler of organizational success in the modern era. 
 
2. THE NEED FOR A DYNAMIC THEORY OF STRATEGY 
 
Traditional strategic management models often operate on the assumption of a relatively stable and 
predictable business environment. However, with the widespread integration of AI, the business 
landscape has undergone a seismic shift towards volatility, uncertainty, complexity, and ambiguity 
(VUCA) (Lawrence & Suddaby, 2006). In response to this transformative environment, organizations 
are compelled to embrace a dynamic approach to strategy that accommodates perpetual change and 
disruption. A dynamic theory of strategy embraces the iterative nature of strategic planning and 
execution, enabling organizations to continually adapt to the evolving landscape of AI technologies, 
market dynamics, and regulatory frameworks (Eisenhardt & Martin, 2000). The incorporation of AI into 
various aspects of business and society has catalyzed a shift towards a VUCA environment, 
necessitating a fundamental reevaluation of conventional strategic management paradigms. This 
requires organizations to adopt an agile and adaptive approach to strategy, one that is conducive to 
perpetual innovation and responsiveness to the rapid advancements in AI and the resulting disruptions 
in the market.  
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Embracing a dynamic theory of strategy allows adaptation to ongoing changes within the AI landscape, 
enabling organizations to become more resilient, competitive, and better positioned to capitalize on 
emerging opportunities. 
 
3. TOWARD A FRAMEWORK FOR DYNAMIC STRATEGY IN THE AI MODERN WORLD 
 
Building on the insights from existing literature and empirical evidence, this article proposes a 
comprehensive framework for dynamic strategy in the rapidly evolving AI landscape (Makridakis, 
2017). The framework underscores the paramount importance of strategic agility, continuous learning, 
and proactive adaptation to effectively harness the potential of AI while mitigating its inherent risks. 
Furthermore, it emphasizes the critical role of ethical considerations, transparency, and responsible 
AI governance in guiding strategic decision-making within organizations, recognizing the ethical 
implications and societal impacts of AI technologies (Floridi, 2019). 
 
 
 

 
 

Fig 1: Behavior of Smart Dynamical Systems 
Source: https://www.learningmachines101.com/lm101-084-ch6-how-to-analyze-the-behavior-of-

smart-dynamical-systems/ 
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The proposed framework integrates the latest knowledge and empirical findings, offering a structured 
approach that equips organizations to navigate the complexities of the AI modern world. By embracing 
strategic agility, organizations can foster a culture of nimbleness and responsiveness, enabling them 
to swiftly pivot and capitalize on emergent opportunities while addressing challenges posed by AI 
technologies. The emphasis on continuous learning underscores the importance of staying abreast of 
the latest developments in AI, fostering a culture of innovation, and adapting swiftly to changing 
paradigms. Additionally, proactive adaptation within the framework encourages organizations to 
anticipate and prepare for the potential disruptions and transformations brought about by AI, 
positioning them for sustainable success in the dynamic landscape. 
 
Moreover, the framework places a high premium on ethical considerations, transparency, and 
responsible AI governance, advocating for principled and socially conscious deployment of AI 
technologies. By integrating these principles into strategic choices, organizations can not only mitigate 
potential risks associated with AI but also build trust with stakeholders and society at large, thereby 
fostering a positive reputation and sustainable value creation. In sum, and according to Figure 1, the 
proposed framework offers a holistic and forward-thinking approach to dynamic strategy in the AI 
modern world, providing organizations with a roadmap to effectively harness the transformative 
potential of AI while navigating its associated challenges ethically and responsibly. 
 
4. IMPLICATIONS FOR BUSINESS LEADERS, POLICYMAKERS, AND RESEARCHERS 
 
As AI continues to reshape the strategic landscape, business leaders are facing the imperative to 
recalibrate their traditional approaches to strategic management. In light of this, it is becoming 
increasingly paramount for leaders to adopt a mindset that embraces continuous learning, 
experimentation, and adaptive strategies in order to excel in the dynamically evolving AI-driven 
environment (Teece, 2007). Simultaneously, policymakers need to meticulously ponder the regulatory 
implications of AI on strategic decision-making, market competition, and the broader welfare of 
society, as these technological advances continue to unfold. As emphasized by numerous experts in 
the field, it is imperative for researchers to devote their efforts to a comprehensive exploration of the 
intersection between AI and dynamic strategy.  
 
This call for further inquiry entails delving into new methodological approaches, conducting empirical 
studies, and propelling theoretical advancements in order to expand our understanding of how AI is 
reshaping the fabric of strategic management (Brynjolfsson & McAfee, 2017). 
 
5. CONCLUSION 
 
In summary, as AI integration becomes increasingly pervasive in the modern world, strategic 
management faces a dual landscape of unprecedented opportunities and formidable challenges. This 
duality necessitates the development of a dynamic theory of strategy that fully acknowledges and 
embraces the transformative potential of AI. Organizations, by integrating AI into their overall strategic 
framework, can effectively navigate the complexities of the AI-driven world, harnessing its potential to 
create sustainable competitive advantages (Chen, Chiang, & Storey, 2012).  
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This article serves a vital purpose by laying the groundwork for future research, fostering meaningful 
dialogue, and providing practical guidance for organizations operating within the domain of AI-
informed strategic management. As the impact of AI continues to unfold, ongoing efforts in research, 
discourse, and strategic implementation must be pursued to fully leverage the potential of AI while 
mitigating its associated pitfalls. 
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