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How organizations renew themselves strategically in 

response to technological disruption is a question that 

has occupied scholars and practitioners for decades. 

The emergence of artificial intelligence as a 

transformative force has given that question renewed 

urgency and considerably greater complexity. This 

paper examines the relationship between AI adoption 

and strategic renewal across divergent market 

contexts, juxtaposing the trajectories of developed and 

emerging economies and positioning Malaysia as a 

detailed empirical focus. Drawing on strategic renewal 

theory, dynamic capabilities frameworks, and the 

organizational adaptation literature, the analysis 

investigates how AI acts simultaneously as a trigger 

for, and an enabler of, organizational transformation. 

The comparative evidence reveals a nuanced picture: 

advanced economies hold structural advantages in 

digital infrastructure and regulatory maturity, allowing 

them to capture AI-driven gains at roughly twice the 

adoption rate of developing nations (CEPR, 2025; 

BIS, 2025). Yet emerging markets exhibit a 

countervailing dynamic, with leapfrog adoption 

enabling organizations to bypass legacy technological 

constraints and implement state-of-the-art AI solutions 

directly. Malaysia illustrates this tension sharply—81 

percent of micro, small, and medium enterprises 

already deploy AI in some form (Xero, 2025), and 

national AI optimism registers among the three highest 

in the Asia-Pacific region (The Star, 2025), yet 84 

percent of enterprises remain in exploratory rather 

than mature implementation phases (eNanyang, 2025). 

Three organizational cases—Ryt Bank's AI-native 

architecture, Digital Nasional Berhad's incremental 

autonomy programme, and Agilent Technologies 

Penang's workforce-led factory transformation—

illustrate how renewal plays out differently depending 

on organizational origin, industry setting, and resource 

endowment. From this analysis, three strategic 

renewal pathways are identified: transformative, 

progressive, and foundational, each suited to distinct 

organizational contexts. The paper concludes with 

theoretical contributions to strategic renewal 

scholarship and practical guidance for organizations 

and policymakers in AI-adopting emerging markets. 
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I. Introduction 
Organizations have always faced the 

challenge of keeping their strategies current with the 

environments in which they compete. The strategic 

management literature has long recognized that 

sustained competitive advantage is not the reward for 

a single well-executed strategy but the outcome of an 

ongoing capacity to renew—to reconfigure resources, 

redirect capabilities, and reorient business models in 

response to changing conditions (Agarwal & Helfat, 

2009). What has changed in recent years is the scale 

and speed at which environmental disruption arrives. 

Artificial intelligence represents a technological 

development of a kind that rewrites the conditions of 

competition, not only by automating specific tasks but 

by reshaping the information-processing and decision-

making foundations upon which strategy itself rests 

(Brynjolfsson & McAfee, 2017). 

The question of how AI adoption interacts 

with strategic renewal is therefore one of considerable 

theoretical and practical importance. It is also a 

question that existing research has addressed only 

partially. Scholarship has examined AI's implications 

for specific business functions—marketing, 

operations, finance, human resources—but the 

relationship between AI adoption and the broader 

process of organizational strategic renewal has 

received less integrated treatment. The comparative 

dimension adds a further gap: most existing research 

is conducted within the context of advanced 

economies, leaving the experiences of emerging 

market organizations underexplored despite the rapid 

and sometimes distinctive patterns of AI adoption 

observable in those settings. 

This paper attempts to address both gaps. It 

examines how AI adoption shapes and enables 

strategic renewal, drawing on theoretical frameworks 
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from strategic management and organizational 

adaptation, and situates this examination within a 

comparative analysis of emerging and developed 

markets. Malaysia serves as the primary emerging 

market case, offering a context that combines strong 

national policy ambition, rapid adoption momentum, 

and the structural challenges characteristic of upper-

middle-income economies. Three specific 

organizations—Ryt Bank, Digital Nasional Berhad, 

and Agilent Technologies Penang—illustrate how 

renewal pathways operate in practice across different 

industry and organizational contexts. 

The paper is organized as follows. Section 2 

develops the theoretical framework, integrating 

strategic renewal theory with dynamic capabilities and 

organizational adaptation perspectives. Section 3 

maps the comparative landscape of AI adoption across 

emerging and developed markets. Section 4 analyzes 

the organizational mechanisms through which AI 

enables strategic renewal. Section 5 presents the three 

Malaysian organizational cases. Section 6 synthesizes 

these insights into a contingency framework for 

renewal pathway selection. Section 7 discusses 

theoretical and practical implications, and Section 8 

concludes. 

 

II. Theoretical Framework 
2.1 Strategic Renewal: Core Concepts and 

Contemporary Relevance 

Strategic renewal has been defined in the 

organizational literature as the process through which 

organizations deliberately reconstruct the alignment 

between their capabilities, resources, and 

environmental demands in order to maintain 

competitive viability over time (Agarwal & Helfat, 

2009). What distinguishes strategic renewal from 

ordinary organizational adaptation is its scope and 

intentionality: renewal involves not simply adjusting 

tactics or reallocating existing resources, but 

reconsidering the foundational logic of how the 

organization competes and creates value. This may 

involve changes to the business model, the 

organizational structure, the knowledge base, or the 

strategic priorities of the firm—sometimes all four 

simultaneously. 

Strategic renewal manifests along a 

continuum from incremental to radical. At the 

incremental end, organizations make continuous, 

evolutionary adjustments to their capabilities and 

processes in response to environmental feedback. At 

the radical end, they undertake discontinuous 

transformation that breaks sharply with established 

routines, structures, and strategic orientations 

(Strategic renewal during crises, 2024). Both forms are 

necessary at different times and for different 

organizational circumstances. A complicating factor is 

that organizations must typically manage both 

simultaneously: exploiting existing capabilities to 

generate the resources that fund exploration of new 

ones, and maintaining operational continuity while 

pursuing strategic change. Tushman and O'Reilly 

(1996) identified this as the challenge of 

organizational ambidexterity—a capacity that 

becomes especially demanding when the pace of 

technological change compresses the timelines 

available for renewal. 

The AI era has intensified both the necessity 

and the difficulty of strategic renewal. Research across 

multiple industries indicates that while the large 

majority of organizations acknowledge a need for 

renewal in the face of AI-driven disruption, only a 

small fraction pursue transformation of sufficient 

depth to alter their fundamental strategic positioning 

(Strategic renewal in the age of artificial intelligence, 

2025). The gap between recognition and response 

reflects both organizational inertia and the genuine 

complexity of renewal: it requires not only new 

technology but also new capabilities, new 

organizational arrangements, and often a willingness 

to cannibalize existing revenue streams before 

competitors do. 

 

2.2 Dynamic Capabilities and Organizational 

Adaptation 

The dynamic capabilities framework 

provides the most widely used theoretical lens for 

examining how organizations achieve strategic 

renewal in turbulent environments. Teece et al. (1997) 

defined dynamic capabilities as the organizational 

capacity to sense opportunities and threats, seize 

opportunities by mobilizing and coordinating 

resources, and transform existing asset bases and 

routines. These three processes—sensing, seizing, and 

transforming—map directly onto the key functions of 

strategic renewal, making the framework particularly 

apt for examining AI-driven organizational change. 

AI technologies interact with each of these 

three processes in distinct ways. As a sensing tool, AI 

enables organizations to monitor competitive 

environments, detect emerging patterns in customer 

behavior, and identify supply chain vulnerabilities 

with a speed and comprehensiveness that human 

cognition alone cannot match. As a seizing tool, AI 

supports resource allocation decisions, enables rapid 

deployment of capabilities, and facilitates the 

coordination of complex organizational responses to 

strategic opportunities. As a transformation tool, AI 

can reshape organizational routines, automate 

processes that previously required human expertise, 

and generate the learning that enables organizations to 

reconfigure their asset bases over time (Almheiri et al., 

2024). 
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Research on emerging economy enterprises 

adapting to international competitive pressures 

highlights the importance of national innovation 

systems in enabling organizational adaptation—the 

policy frameworks, infrastructure support, and 

ecosystem coordination that individual firms cannot 

provide for themselves (Adaptive change: Emerging 

economy enterprises respond to the international 

business environment challenge, 2024). This 

institutional dimension is especially relevant in the 

Malaysian context, where the National AI Office, the 

MyMahir National AI Council for Industry, and the 

National AI Action Plan 2030 collectively constitute a 

state-supported ecosystem for AI-driven 

organizational adaptation. 

 

2.3 AI as an Enabler and Catalyst of Renewal 

Artificial intelligence occupies a distinctive 

position in relation to strategic renewal: it functions 

both as an object of renewal—something 

organizations must incorporate into their strategies—

and as a mechanism of renewal—a tool through which 

the renewal process itself is conducted. When AI is 

incorporated as a core element of organizational 

strategy rather than deployed as an auxiliary tool, it has 

the potential to reshape how organizations sense their 

environments, formulate responses, and learn from 

outcomes. Research modeling AI's role in strategy 

formation suggests that AI agents that process large 

catalogs of strategic options, predict performance 

outcomes, and learn from realized results can 

substantially alter organizational strategic behavior, 

though they also create risks of self-reinforcing 

equilibria that may persist even when they are 

suboptimal (When artificial intelligence does strategy, 

2011). 

The concept of adaptive strategy is 

instructive here. Rather than conceiving of strategy as 

a fixed plan that is executed and then replaced with a 

new plan, adaptive strategy treats strategic direction as 

a continuously evolving orientation shaped by 

ongoing feedback from the environment (Reinventing 

strategy, 2025). AI systems, with their capacity for 

real-time processing and iterative learning, are natural 

instruments of adaptive strategizing. However, 

integration of AI into strategic processes also 

generates new risks: algorithmic biases embedded in 

training data, overfit to historical patterns in rapidly 

changing environments, and the homogenization of 

competitive strategies when multiple firms draw on 

similar AI tools and datasets. Strategic renewal in the 

AI era therefore requires not merely adoption of AI but 

thoughtful governance of how AI capabilities are 

developed, applied, and overseen. 

 

III. The Comparative Landscape of AI 

Adoption and Strategic Renewal 
3.1 Structural Advantages of Developed Economies 

The capacity of organizations to pursue AI-

driven strategic renewal is significantly shaped by the 

economic and institutional context in which they 

operate. Advanced economies hold a set of structural 

advantages that facilitate faster and deeper AI 

adoption. These include more developed digital 

infrastructure, higher concentrations of AI research 

and development talent, more mature regulatory 

frameworks that provide legal clarity for AI 

deployment, and deeper capital markets that can fund 

large-scale AI investments. The AI Preparedness 

Index confirms that advanced economies are better 

positioned than emerging market economies across 

these dimensions, reflecting cumulative advantages in 

infrastructure, innovation capacity, and governance 

(Who benefits from generative AI?, 2026). 

The consequences for organizations are 

significant. Roughly 60 percent of jobs in advanced 

economies are characterized by high AI exposure, 

compared to 42 percent in emerging markets (The 

global impact of AI: Mind the gap, 2025). This higher 

exposure reflects both the nature of work in advanced 

economies—more concentrated in knowledge-

intensive and service-sector roles that AI tools directly 

address—and the greater availability of AI solutions 

tailored to those work contexts. Research covering 56 

economies across 16 industries concludes that 

generative AI will generate larger near-term 

productivity gains in advanced economies than in 

emerging ones, with the risk of widening existing gaps 

in economic output (Artificial intelligence and growth 

in advanced and emerging economies, 2025). The 

adoption rate of generative AI in advanced economies 

is approximately double that of developing nations, a 

differential that reflects the cumulative impact of 

infrastructure, institutional, and human capital 

advantages (From convergence to divergence: How AI 

is reshaping global gaps, 2026). 

 

3.2 Leapfrog Dynamics in Emerging Markets 

The structural advantages of advanced 

economies do not translate into a predetermined 

outcome. Within the category of emerging markets, 

there is substantial variation in AI readiness and 

adoption momentum, and some emerging economies 

have achieved adoption levels that place them among 

global leaders on specific dimensions (The diverse 

economic impacts of artificial intelligence, 2025). The 

leapfrog effect—whereby emerging market 

organizations bypass intermediate technological 

stages to adopt the latest solutions directly—is a well-

documented phenomenon in the technology adoption 
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literature. It is particularly relevant to AI because 

cloud-based AI services allow organizations without 

substantial on-premises infrastructure to access 

sophisticated AI capabilities that would previously 

have required major capital investment (Beyond the 

hype: AI in emerging markets, 2025). 

Malaysia illustrates the leapfrog dynamic 

clearly. Despite infrastructure gaps relative to 

advanced economies, the country ranks third in Asia-

Pacific for AI adoption optimism at 68 percent, trailing 

only China at 70 percent and Indonesia at 69 percent 

(The Star, 2025). Among Malaysian micro, small, and 

medium enterprises—organizations that might be 

expected to lag large enterprises in technology 

adoption—81 percent already use AI in some capacity, 

with 48 percent planning to expand that use in the 

coming year (Xero, 2025). More than 630,000 

Malaysian businesses adopted AI during 2024, a pace 

exceeding one new adoption per minute across the 

calendar year (AWS, 2025). These figures suggest that 

cost reduction in AI delivery and the accessibility of 

cloud-based tools have significantly democratized AI 

adoption in a way that partially offsets the 

infrastructure advantages of advanced economies. 

 

3.3 Malaysia: Characteristics and Contradictions 

As an upper-middle-income economy with a 

diversified industrial base spanning manufacturing, 

financial services, telecommunications, and 

technology, Malaysia provides a useful representative 

case for examining AI-driven strategic renewal in an 

emerging market context. The country shares 

characteristics with several other upper-middle-

income economies in Southeast and East Asia: strong 

state commitment to digital transformation, a young 

and digitally engaged workforce, rapidly expanding 

digital infrastructure, and a private sector that spans 

globally connected multinationals, large domestic 

firms, and a vast community of SMEs. 

The contradictions in Malaysia's AI adoption 

landscape are equally instructive. At the aggregate 

level, adoption has been rapid: 27 percent of 

businesses now deploy AI, representing 2.4 million 

firms (AWS, 2025). However, the depth of that 

adoption is predominantly shallow. Some 84 percent 

of enterprises remain in exploratory phases, and fewer 

than 20 percent have progressed to mature, 

strategically integrated implementation (eNanyang, 

2025). Skills shortages are widespread, with 52 

percent of businesses identifying the absence of 

appropriately trained personnel as their primary 

constraint on AI expansion (AWS, 2025). 

Manufacturing sector adoption lags service sectors: 

only 32 percent of manufacturers have implemented 

any Industry 4.0 technologies (FMM, 2025). These 

contradictions—between adoption enthusiasm and 

strategic depth, between aggregate scale and 

individual organizational readiness—are 

characteristic of emerging markets in the middle phase 

of a major technology transition and define the 

strategic renewal challenge that Malaysian 

organizations face. 

 

IV. Mechanisms of AI-Enabled Strategic 

Renewal 
4.1 Environmental Sensing and Opportunity 

Detection 

Traditional organizational sensing 

mechanisms—periodic market studies, customer 

satisfaction surveys, competitive intelligence reports 

compiled by human analysts—are constrained by the 

cognitive limits of the individuals conducting them 

and the temporal delays inherent in periodic data 

collection. AI transforms sensing by enabling 

organizations to process continuous streams of data 

from multiple sources simultaneously, identifying 

patterns and anomalies that would escape human 

notice and surfacing them in timescales that allow for 

strategic response rather than post-hoc analysis. 

In the Malaysian manufacturing context, AI-

enabled predictive maintenance exemplifies this 

transformation. Systems that continuously monitor 

equipment sensor data can detect the early signatures 

of mechanical degradation before they cascade into 

production disruptions, enabling managers to schedule 

maintenance proactively rather than responding 

reactively to failures (Yim & Selimin, 2025). This 

shift from reactive to proactive is not merely 

operational; it represents a fundamental reorientation 

of how organizations relate to their production 

environments—a reorientation that constitutes, at the 

operational level, a form of strategic renewal. 

Similarly, in financial services, AI-driven customer 

analytics enable institutions to detect shifts in 

consumer financial behavior, competitive offerings, 

and emerging risk patterns with a granularity and 

speed that manual processes cannot approach. 

 

4.2 Strategic Decision-Making and Resource 

Allocation 

The decision-making dimension of strategic 

renewal concerns the quality, speed, and coherence of 

organizational choices about where to direct resources, 

which opportunities to pursue, and which capabilities 

to develop. AI contributes to this dimension by 

reducing the uncertainty that surrounds complex 

strategic choices, generating scenario analyses and 

simulations that allow leaders to evaluate alternatives 

before committing, and accelerating the information 

synthesis that informs major decisions. Among early 

AI adopters in Malaysian manufacturing, 57 percent 

reported measurable acceleration in decision-making, 
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while 60 percent observed productivity gains—a 

pairing that suggests AI's impact extends beyond 

efficiency into the quality of strategic response (FMM 

survey, as cited in eNanyang, 2025). 

At the most advanced level of 

implementation, AI moves from supporting human 

decision-makers to executing decisions autonomously 

within defined parameters. Digital Nasional Berhad's 

Level 4 autonomy network management platform, 

which independently optimizes network performance 

using AI in real time, represents this frontier (Onag, 

2025). At this level, the boundary between strategic 

decision-making and operational execution begins to 

dissolve: strategic intent is encoded in the parameters 

and objectives given to the AI system, which then 

executes continuously and adapts to feedback. This 

represents a genuine reconfiguration of the 

relationship between human strategic oversight and 

machine execution—a new organizational 

arrangement that constitutes strategic renewal in itself. 

 

4.3 Organizational Learning and Capability 

Accumulation 

Strategic renewal requires organizations not 

only to acquire new capabilities but to unlearn routines 

that have become obsolete and to develop the 

collective knowledge needed to operate effectively in 

transformed competitive conditions. AI supports 

organizational learning by capturing and codifying 

knowledge that would otherwise remain tacit, 

identifying the patterns that distinguish successful 

from unsuccessful organizational actions, and 

generating the feedback loops that enable continuous 

capability refinement. Agentic AI systems—capable 

of autonomous goal-directed action, planning, and 

learning from outcomes—represent a significant 

advance in organizational learning support, offering 

capabilities that extend well beyond information 

retrieval into active organizational problem-solving 

(BearingPoint, 2025). 

The institutional dimension of capability 

accumulation is important for Malaysian 

organizations. The MyMahir National AI Council for 

Industry, established with a three-year mandate 

organized around four strategic pillars—AI talent 

development, industry integration, policy and funding 

alignment, and stakeholder governance—provides a 

coordinated ecosystem for capability building that no 

individual organization could replicate independently 

(MyMahir AI Council launched to future-proof 

workforce, 2025). The AI Readiness Index embedded 

in the MyMahir.my platform gives organizations a 

structured framework for assessing where their 

capability gaps lie and what development pathways 

are available to them (MyMahir AI Council, 2025). 

These institutional mechanisms recognize that 

organizational learning for strategic renewal is not 

purely an internal organizational challenge but 

requires coordination across firms, educational 

institutions, and government bodies. 

 

V. Case Analyses: AI-Driven Strategic 

Renewal in Malaysia 
5.1 Ryt Bank: Strategic Renewal Through AI-

Native Architecture 

Ryt Bank, which commenced operations in 

August 2025 as Malaysia's first AI-native financial 

institution, represents a case of strategic renewal that 

is unusual in an important respect: the organization did 

not renew an existing strategy but built a new one from 

inception around AI as its core organizing principle. 

This distinction matters because it eliminates the 

organizational friction—the legacy systems, 

established routines, and institutional memory—that 

complicates AI integration in established institutions. 

Ryt Bank did not face the challenge of aligning AI 

with an existing business model; it built the business 

model around AI from the outset (TokenRing, 2026). 

The centerpiece of Ryt Bank's architecture is 

ILMU (Intelek Luhur Malaysia Untukmu), a 

proprietary large language model trained on 

Malaysian linguistic and financial data, capable of 

conducting banking transactions through natural 

conversation in Bahasa Malaysia, English, Manglish, 

and regional dialects (Computer Weekly, 2025; Bi, 

2025). The operational model—which routes 

customer interactions through a multi-agent 

framework organized around guardrails, intent 

recognition, action execution, and confirmation—

replaces the interface paradigms of conventional 

digital banking with a conversational intelligence 

layer that functions as a personal banker for each 

customer (Bi, 2025). What distinguishes this from AI 

deployments in conventional banks is its depth: Ryt 

Bank did not add an AI layer to existing services but 

designed the service around AI from the foundational 

architecture upward (Fintech News Malaysia, 2025). 

The institution operates within Malaysia's regulatory 

framework, licensed by Bank Negara Malaysia and 

covered by PIDM deposit insurance, demonstrating 

that AI-native design is compatible with conventional 

regulatory requirements (Kenalkan Ryt Bank, 2025). 

 

5.2 Digital Nasional Berhad: Progressive Renewal 

Through Incremental Autonomy 

Digital Nasional Berhad, Malaysia's 

wholesale 5G network operator, presents a contrasting 

renewal profile. Unlike Ryt Bank, DNB did not begin 

as an AI-native organization; it was established to 

build and operate a national 5G infrastructure and 

integrated AI capabilities progressively as both the 

technology and the organization matured. This 
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approach culminated in the TM Forum's validation of 

Level 4 autonomy in service assurance—the highest 

level of autonomous network management validated 

globally at the time—representing a milestone 

achieved through sustained incremental capability 

development rather than a single transformative 

investment (Onag, 2025). 

At Level 4 autonomy, DNB's network 

independently predicts service disruptions and adjusts 

parameters to maintain performance without human 

intervention, using generative AI technologies 

including digital twin simulation and intent conflict 

resolution (Ericsson, 2025; Fierce Technology, 2025). 

The practical consequence is a network that delivers 

5G connectivity at cost levels competitive with any 

operator globally, a strategic positioning that was not 

achievable through conventional network 

management approaches. DNB's Chief Technology 

Officer characterized the development of autonomous 

network capability as a foundational design principle 

of the 5G rollout rather than a subsequent 

enhancement (as cited in Fierce Technology, 2025), 

suggesting that while the renewal was incremental in 

execution, it was deliberate in strategic intent from an 

early stage. The TM Forum's validation places DNB 

among global leaders in AI-driven network 

management and marks a significant milestone in 

Malaysia's wider digitalization trajectory (Telecom 

Review Asia, 2025). 

 

5.3 Agilent Technologies Penang: Foundational 

Renewal Through Workforce Transformation 

Agilent Technologies Malaysia's Penang 

manufacturing facility illustrates a third model of AI-

driven strategic renewal: one grounded not in 

architectural redesign or progressive autonomy 

development, but in the systematic transformation of 

an existing operational base through AI adoption 

combined with comprehensive workforce upskilling. 

The facility, recognized as a global leader in Fourth 

Industrial Revolution manufacturing by the World 

Economic Forum and McKinsey & Company, 

achieved productivity gains of 40 percent and reduced 

delivery lead times by 48 percent—outcomes 

attributable to the integration of AI with advanced 

digital manufacturing technologies (Bernama, 2025). 

What distinguishes the Agilent case is the 

scale of its workforce investment alongside its 

technology investment. Some 88 percent of the local 

workforce was upskilled through a structured digital 

training programme before and during the deployment 

of AI-enabled manufacturing systems (Bernama, 

2025). This ratio—nearly the entire workforce 

transformed in capability—is exceptional and reflects 

a deliberate philosophical commitment to renewal as a 

human process as much as a technological one. The 

organization also extended its renewal outward, 

forging collaborations with Malaysian scientific 

institutions to align factory capability development 

with broader national innovation objectives. This 

linkage between organizational and national renewal 

is characteristic of the foundational pathway: it builds 

incrementally on established strengths while 

connecting to wider ecosystems rather than pursuing 

radical reconfiguration. 

 

VI. Pathways to Strategic Renewal: A 

Contingency Framework 
6.1 Three Pathways to AI-Enabled Strategic 

Renewal 

The theoretical and empirical analysis 

presented above suggests that AI-driven strategic 

renewal does not follow a single universal pathway. 

Organizations pursue renewal through routes that 

differ in terms of their scope, pace, and relationship to 

existing organizational heritage. Synthesizing across 

the theoretical perspectives and case evidence, three 

distinct pathways can be identified. 

The first, transformative renewal, involves 

the comprehensive reconfiguration of organizational 

strategy, structure, and operating model around AI as 

a core organizing principle. It is most naturally 

associated with organizations built without legacy 

constraints, where AI is not integrated into an existing 

operating model but constitutes the model itself. Ryt 

Bank exemplifies this pathway. Transformative 

renewal offers the most dramatic potential for 

competitive differentiation, but it is also the most 

demanding: it requires the organization to operate 

without the scaffolding of established routines and to 

build organizational competence from the ground up. 

The risk profile is correspondingly high. 

The second pathway, progressive renewal, 

involves deliberate and sustained investment in AI 

capability development over time, with each 

increment building on the last toward a cumulatively 

transformed organizational capability. This pathway is 

characteristic of organizations that take AI integration 

seriously from early in their development but approach 

it as a long-term capability-building programme rather 

than a single transformative event. DNB exemplifies 

this pathway: its Level 4 autonomy capability was the 

outcome of years of deliberate investment in 

automation and AI integration, guided from early in 

the organization's development by a strategic intent to 

achieve autonomous network operation. Progressive 

renewal has a lower risk profile than transformative 

renewal and is more accessible to established 

organizations, but it demands sustained strategic 

commitment over timescales that organizational 

attention cycles do not always support. 
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The third pathway, foundational renewal, 

involves using AI to augment and enhance established 

organizational capabilities rather than to replace or 

reconstitute them. Organizations pursuing this 

pathway do not seek to become AI-native; they seek to 

become AI-augmented, improving the performance of 

their existing operations and workforce while building 

the foundational AI literacy that may support more 

ambitious renewal in the future. Agilent Technologies 

Penang exemplifies this pathway. Foundational 

renewal is the most accessible of the three pathways 

and is likely to be most appropriate for the majority of 

established organizations, particularly in sectors 

where existing operational competencies represent 

substantial sources of value. Its limitation is that it may 

yield competitive advantages that are more easily 

replicated by competitors. 

 

6.2 Factors Shaping Pathway Selection 

The appropriate renewal pathway for any 

given organization is not self-evident; it depends on a 

set of contingency factors that shape both what is 

feasible and what is strategically advisable. 

Organizational heritage is among the most important 

of these factors: organizations without legacy systems, 

established routines, or embedded cultural 

assumptions about how work is done face fewer 

constraints on transformative renewal, while 

established organizations with deep operational 

expertise embedded in existing systems may find that 

expertise is a strategic asset worth augmenting rather 

than replacing. 

Industry dynamism also shapes pathway 

appropriateness. In high-velocity industries where 

competitive positions shift rapidly and technological 

leadership is a primary differentiator—such as 

financial services and telecommunications—there 

may be strategic imperative to pursue more 

transformative or progressive renewal. In more stable 

industries where operational excellence and 

relationship depth are primary competitive bases—

such as much of manufacturing—foundational 

renewal may deliver substantial value without the risk 

associated with more radical approaches. Resource 

availability is a third contingency factor, particularly 

important for the large majority of Malaysian 

organizations that are SMEs with constrained financial 

and human capital. SMEs are unlikely to have the 

resources required for transformative renewal and may 

find progressive renewal demanding; foundational 

renewal, supported by national programs such as the 

3,000 Smart Factories initiative and the MyMahir AI 

Council (Siemens Malaysia & FMM, 2025; MyMahir 

AI Council, 2025), is likely to be the most practical 

starting point for most. 

 

6.3 Implications for the Malaysian Context 

Applying this contingency framework to the 

Malaysian organizational landscape, the following 

pattern emerges. The financial services sector, 

characterized by competitive intensity, digital 

readiness, and established AI investment, is the most 

fertile ground for transformative and progressive 

renewal. Ryt Bank represents the transformative 

frontier; larger incumbents such as Maybank and RHB 

are engaged in progressive renewal, investing in AI 

capability development within existing institutional 

frameworks. The manufacturing sector, where legacy 

infrastructure is widespread and Industry 4.0 adoption 

remains partial, is better suited to foundational 

renewal, with progressive renewal as a medium-term 

aspiration for early leaders. The MSME community—

which constitutes the bulk of Malaysian business 

activity and accounts for the impressive aggregate 

adoption statistics—is best served by foundational 

renewal approaches that generate tangible near-term 

gains without requiring the organizational 

restructuring or capability investments that most 

SMEs cannot sustain. 

 

VII. Discussion and Implications 
7.1 Contributions to Strategic Renewal Theory 

This analysis contributes to strategic renewal 

scholarship in three substantive respects. First, it 

demonstrates that AI functions not only as a domain-

specific tool for business operations but as what might 

be termed a meta-capability—an enabling technology 

that amplifies the organization's overall capacity to 

sense, respond, and transform. This distinction matters 

theoretically because it suggests that AI adoption, 

when pursued strategically, reshapes the dynamic 

capabilities infrastructure of the organization, not 

merely its operational toolkit. Existing strategic 

renewal theory must account for this more 

fundamental role if it is to adequately characterize how 

AI-driven renewal differs from renewal enabled by 

earlier generations of information technology. 

Second, the comparative analysis challenges 

the assumption that AI will inevitably and uniformly 

widen the performance gap between advanced and 

emerging economies. While structural advantages 

clearly favour advanced economies in the near term 

(CEPR, 2025; BIS, 2025), the leapfrog dynamics 

visible in Malaysia and comparable markets indicate 

that strategic renewal trajectories are not 

predetermined by initial conditions. Emerging markets 

that combine strong institutional support, rapid 

adoption momentum, and deliberate renewal strategies 

may chart distinctive trajectories that partially offset 

structural disadvantages. This finding enriches the 

strategic renewal literature by introducing market 
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context as a variable that modulates both the pathways 

and the outcomes of AI-driven renewal. 

Third, the three-pathway typology—

transformative, progressive, and foundational—

provides a framework for organizing future empirical 

research on AI-driven organizational transformation. 

Prior work has tended to treat AI adoption as a binary 

variable or to focus on adoption rates without 

examining how adoption translates into organizational 

change of different kinds. The typology introduced 

here offers a basis for comparative studies that 

examine the antecedents and outcomes of different 

renewal approaches across industry and market 

contexts. 

 

7.2 Practical Guidance for Malaysian 

Organizations 

For organizational leaders navigating AI 

adoption in Malaysia, the analysis yields several 

concrete recommendations. The first and most 

fundamental is the need for honest assessment of 

organizational context before selecting a renewal 

pathway. The AI Readiness Index provided through 

the MyMahir.my platform offers a structured 

mechanism for this assessment, evaluating readiness 

across talent, data, infrastructure, and strategic 

alignment dimensions (MyMahir AI Council, 2025). 

Selecting a renewal pathway that is misaligned with 

actual organizational readiness—pursuing 

transformative renewal when the organizational 

foundations for it do not exist—is a reliable route to 

the kind of expensive underperformance that 

characterizes too many AI adoption efforts. 

The second recommendation concerns the 

relationship between technology investment and 

workforce investment. The Agilent Technologies 

Penang case is instructive here not because its specific 

ratio of workforce upskilling to technology investment 

is universally applicable, but because it demonstrates 

the principle that renewal requires human capability 

development of equivalent strategic seriousness to 

technology acquisition (Bernama, 2025). 

Organizations that invest heavily in AI systems but 

minimally in the human capabilities needed to govern, 

interpret, and apply those systems consistently find 

that the systems underperform relative to their 

technical potential. 

Third, organizations should resist the 

temptation to treat AI adoption as an isolated 

organizational initiative and instead connect it to the 

wider national policy ecosystem. The MyMahir 

National AI Council, the 3,000 Smart Factories 

initiative, the National AI Action Plan 2030, and the 

National AI Office collectively represent a significant 

and relatively accessible set of resources, guidance, 

and coordinating mechanisms that individual 

organizations cannot replicate independently 

(MyMahir AI Council, 2025; Siemens Malaysia & 

FMM, 2025). Engaging with these structures not only 

provides access to resources but also connects 

individual organizational renewal to broader sectoral 

and national learning. 

 

7.3 Implications for Policy 

For Malaysian policymakers, the analysis 

highlights several priorities. The national AI strategy 

has been primarily framed in terms of technology 

adoption—infrastructure investment, talent 

development, and sector-level deployment targets. 

These are necessary foundations, but the analysis 

suggests they are insufficient. What is also needed is 

deliberate policy attention to the organizational 

dimension of renewal: supporting organizations not 

only to adopt AI but to integrate it into their strategic 

processes, governance frameworks, and human 

capability structures in ways that generate durable 

performance improvement rather than one-off 

efficiency gains. 

The gap between aggregate adoption rates 

and mature strategic implementation—with 84 percent 

of enterprises still in exploratory phases despite broad 

adoption—indicates that incentive structures should 

be recalibrated to reward strategic integration rather 

than adoption volume (eNanyang, 2025). Grants, tax 

preferences, and subsidized access to AI platforms 

should be conditioned on evidence of strategic 

planning, performance measurement, and workforce 

development—not merely on the acquisition of AI 

tools. This shift in incentive design would align public 

investment with the organizational behaviors that the 

evidence suggests are necessary for AI adoption to 

generate strategic renewal. 

Sector-specific policy is also warranted. The 

strategic renewal challenges facing a financial services 

institution, a manufacturing SME, and a 

telecommunications provider differ substantially in 

nature, scale, and required support. The National AI 

Office is positioned to develop tailored sector 

guidance, building on the comparative sectoral 

analysis that academic and industry research makes 

available. Finally, the leapfrog potential that 

Malaysia's MSME adoption statistics reveal should be 

actively cultivated through infrastructure policy—

ensuring that the data centre expansion currently 

underway translates into affordable, accessible cloud 

AI services for smaller organizations, not only for 

large enterprises and multinationals (Sikh Shamsul 

Ibrahim Sikh Abdul Majid, 2025). 

VIII. Conclusion 
This paper has examined the relationship 

between AI adoption and strategic renewal across 

emerging and developed market contexts, with 
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sustained empirical attention to Malaysia. The analysis 

has traced the theoretical foundations of strategic 

renewal, mapped the comparative landscape of AI 

adoption across market types, identified the 

organizational mechanisms through which AI enables 

renewal, and analyzed three cases of AI-driven 

organizational transformation in Malaysia that 

illustrate how renewal pathways operate in practice. 

Several conclusions emerge from this 

analysis. AI functions as a meta-capability that 

reshapes the organizational processes underlying 

strategic renewal—sensing, decision-making, and 

learning—rather than simply improving efficiency 

within existing processes. Advanced economies 

possess structural advantages that produce faster 

aggregate AI adoption, but leapfrog dynamics in 

emerging markets like Malaysia create meaningful 

opportunities to pursue competitive renewal 

trajectories that are not simply delayed versions of 

developed economy patterns. The depth of renewal 

matters more than its breadth: Malaysia's impressive 

aggregate adoption statistics coexist with a majority of 

enterprises that remain in exploratory rather than 

strategically integrated phases, a gap that represents 

the primary challenge for both organizational leaders 

and policy makers. 

The three Malaysian cases studied here—Ryt 

Bank's AI-native design, DNB's progressive 

autonomy development, and Agilent Penang's 

workforce-led foundational renewal—demonstrate 

that there is no single correct model for AI-driven 

strategic renewal. Organizations must select renewal 

pathways that are coherent with their organizational 

heritage, industry context, resource endowment, and 

strategic ambitions. The contingency framework 

developed here provides a structure for that selection, 

but the framework itself is a starting point rather than 

a complete answer: the field requires longitudinal 

research that tracks how organizations move along 

renewal pathways over time, what enables progression 

from foundational to progressive to transformative 

renewal, and under what conditions the leapfrog 

potential of emerging markets is realized rather than 

unrealized. 

Malaysia's aspiration to become an AI Nation 

by 2030 provides a concrete policy target against 

which organizational renewal progress can be 

measured. Whether that aspiration generates the 

inclusive and sustainable development its framers 

intend will depend not on the ambition of the target but 

on the quality of the organizational renewal that 

Malaysian firms—large and small, AI-native and AI-

augmenting—are able to achieve in the years ahead. 
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