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 ABSTRACT 
 This study aims to develop an integrative framework explaining how 

PESTEL dynamics and dynamic capabilities drive sustainability 

transformation in Indonesia’s manufacturing sector. Sustainability 

has become a strategic imperative due to escalating environmental 

crises and increasing global pressure on industries to align economic 

growth with ecological boundaries. However, a persistent gap 

remains between macro-level sustainability policies and their 

practical implementation, particularly in emerging economies 

characterized by institutional complexity and resource constraints. 

This research adopts a conceptual design using systematic literature 

scoping from major databases between 2021 and 2025 to ensure 

contemporary relevance. The analysis employs an inductive–

deductive approach through theory mapping, construct refinement, 

and integration to synthesize a coherent framework. The findings 

reveal that PESTEL functions as an interconnected system rather 

than isolated factors, creating multidimensional pressures on firms. 

Organizational responses are heterogeneous, shaped by internal 

interpretive capacities rather than external forces alone. Dynamic 

capability acts as a strategic mediator through sensing, seizing, and 

transforming processes that enable firms to convert constraints into 

opportunities. Sustainability paradoxes further complicate decision-

making and influence strategic outcomes. This study contributes 

theoretically by bridging macro and micro perspectives while 

offering practical guidance for managers and policymakers. Future 

research should empirically test the framework across sectors. 
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INTRODUCTION 

Sustainability has evolved from a peripheral ethical consideration into an 

existential imperative for global society amidst the escalating climate crisis. The 
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urgency of this research lies in the critical need to align industrial growth with 

ecological boundaries to secure the well-being of future generations (Bellos, 2026; 

Karagjozi, 2024; Kumar et al., 2025). This necessity arises because the failure of 

the industrial sector to adopt green practices accelerates ecosystem degradation, 

which directly impacts public health and macroeconomic stability. Recent global 

assessments indicate that rising temperatures and resource scarcity have already 

disrupted global supply chains, prompting international communities to 

demand greater corporate accountability (Chen et al., 2024; D’Orazio et al., 2024). 

Consequently, understanding the mechanisms of sustainability transformation is 

no longer a mere academic exercise; it is a crucial instrument for fostering 

inclusive and resilient socio-economic systems for society at large (Staniškis, 

2022; Hariram et al., 2023). 

The fundamental problem facing modern society is the widening gap 

between macro-level sustainability policies and their actual operational 

implementation within the manufacturing industry. In emerging economies, 

manufacturing activities often present a developmental paradox: while they 

drive economic momentum, they concurrently serve as primary contributors to 

air pollution, hazardous waste, and carbon emissions. Society bears the 

externalized costs of corporate failure to internalize environmental impacts into 

business models. This issue is exacerbated by global consumption patterns that 

demand rapid, low-cost production, often at the expense of environmental safety 

standards. Without a framework capable of shifting the industrial mindset from 

basic compliance to value-driven responsibility, the tension between industrial 

interests and the public right to a healthy environment will intensify, leading to 

prolonged social instability and ecological collapse. 

The Indonesian context presents unique institutional complexities that 

complicate the narrative of sustainability transformation in emerging markets. 

As a leading manufacturing hub in Southeast Asia, Indonesia faces a dual 

pressure: achieving ambitious national economic growth while honoring 

international commitments toward Net Zero Emissions (Nugraha et al., 2024; 

Dewasiri, 2024). However, the operational landscape is characterized by 

regulatory inconsistencies and institutional voids that create significant 

uncertainty for business actors (Gupta & Antony, 2026; Koch, 2022). Uneven 

green infrastructure and a persistent reliance on fossil fuels represent systemic 

hurdles that impede the acceleration of energy transitions in the industrial sector. 

Furthermore, the lack of human capital readiness and limited access to green 

financing widen the chasm between governmental vision and corporate reality. 

These conditions necessitate a profound understanding of how external factors 

interact with local realities to drive substantive systemic change (Michailidis et 

al., 2025; Kodua et al., 2022). 
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Existing literature on industrial sustainability has extensively utilized the 

PESTEL framework to map the influence of the external macro-environment on 

organizational strategy. Most studies in this domain tend to adopt a descriptive 

and static approach, assuming that political, economic, social, technological, 

environmental, and legal pressures exert a linear force that compels firms to 

change. While previous researchers have successfully identified various external 

drivers, they have often failed to explain why firms operating under identical 

regulatory environments exhibit significantly different levels of sustainability 

adoption. This over-reliance on environmental determinism overlooks the 

dimension of organizational agency in processing these pressures. Consequently, 

current literature leaves a significant gap in understanding the internal 

mechanisms that allow an organization to not only survive but thrive amidst 

increasingly aggressive and volatile external demands. 

A fundamental weakness in the current body of knowledge is the neglect 

of the mediating role of internal capabilities in responding to PESTEL dynamics. 

Many studies assume a direct relationship between external pressure and 

organizational response, despite empirical evidence suggesting significant 

response heterogeneity (Qawasmeh et al., 2024; Černý et al., 2026; West & 

Sirmon, 2026). There is a theoretical lacuna regarding how firms reconfigure their 

resource bases to align with rapidly evolving sustainability requirements. 

Previous scholars have frequently treated the organization as a "black box" that 

reacts automatically to external stimuli. This lack of integration between 

resource-based organizational theories and macro-environmental analysis 

results in sustainability strategies that are often superficial or merely 

"greenwashing." Therefore, a new synthesis is required to bridge macro-

pressures with micro-foundational capabilities to provide a comprehensive 

explanation of sustainability transformation (Zhou et al., 2024; Luo et al., 2025; 

Nachit et al., 2026). 

The novelty of this study lies in the dynamic integration of the PESTEL 

framework with Dynamic Capability (DC) theory to explain sustainability 

transformation as an active process of strategic adaptation. Unlike conventional 

research that views PESTEL as a standalone independent variable, this study 

positions PESTEL dynamics as informational inputs that require dynamic 

capabilities to be interpreted into strategic actions (Qawasmeh et al., 2024; 

Filipov, 2025). Utilizing a Dynamic Capability perspective allows for the 

identification of specific processes namely sensing, seizing, and reconfiguring 

that manufacturing firms employ to navigate environmental uncertainty. The 

cutting-edge advantage of this approach is its ability to explain how firms 

transform external constraints into competitive opportunities. By dissecting these 

internal mechanisms, this research offers a theoretical contribution that 
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transcends static organizational behavior models, providing a more agile and 

relevant framework for the manufacturing industry (Jaafar et al., 2026). 

The central research problem addressed in this study is the ambiguity of 

the internal mechanisms linking macro-environmental pressures to successful 

sustainability transformation. This study argues forcefully that external 

pressures from PESTEL factors do not automatically trigger transformation; 

rather, the effectiveness of such transformation is contingent upon the extent to 

which a firm possesses and deploys dynamic capabilities (Teece, 2018). Our 

argument positions dynamic capability as the engine that enables firms to detect 

regulatory shifts, seize green market opportunities, and restructure operational 

assets sustainably. The tentative answer to this problem is that an organization’s 

level of agility in reconfiguring its capabilities determines whether it remains in 

a state of mere compliance or achieves a sustainable competitive advantage. This 

perspective challenges traditional views and offers a fresh understanding of 

corporate agency within complex industrial ecosystems. 

Ultimately, this study aims to develop an integrative conceptual 

framework to explain the process of sustainability transformation in Indonesia’s 

manufacturing sector. Its primary contribution spans three dimensions: 

theoretically, it enriches strategic management literature by unifying macro-

environmental analysis with micro-organizational capabilities; practically, it 

provides a roadmap for industrial managers to navigate PESTEL complexities 

through internal capability building; and from a policy perspective, it offers 

insights for regulators on fostering an ecosystem that supports corporate 

innovation capacity. By highlighting the transition from compliance to 

competitive advantage, this research is expected to catalyze the acceleration of 

green industrial practices in emerging economies. Finally, this study lays the 

foundation for future empirical research into sustainability dynamics amidst 

increasing global uncertainty, ensuring high academic relevance and practical 

applicability. 
 

RESEARCH METHODS 

The present study employs a conceptual research design specifically 

oriented toward theory building and framework synthesis, moving beyond 

empirical observation to establish a higher level of abstraction (Dao et al., 2025; 

Kulesa et al., 2024). This design is selected because it provides the necessary 

intellectual space to bridge the fragmented literature between macro-

environmental PESTEL dynamics and the internal strategic agility of firms, a task 

that requires a reimagining of existing constructs within Indonesia’s unique 

institutional landscape. By focusing on theory integration rather than primary 

data collection, this methodology allows for the development of a holistic model 

that explains the underlying "how" and "why" of sustainability transformation, 
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thereby offering more generalizable insights for emerging economies than case-

specific studies. 

The data used for this conceptual analysis were gathered through a 

systematic scoping of multidisciplinary literature, following a rigorous protocol 

to identify high-impact peer-reviewed articles, seminal strategic management 

texts, and recent industrial policy reports. The collection process utilized major 

academic databases, including Scopus, Web of Science, and Google Scholar, with 

a strategic focus on literature published between 2021 and 2025 to ensure the 

framework reflects contemporary global shifts. This scoping process prioritized 

the integration of foundational theories with recent advancements in green 

manufacturing and digital transformation, ensuring that the conceptual inputs 

are both theoretically grounded and practically relevant to the current industrial 

era (Eyzaguirre & Fernandes, 2024; Shabbir, 2025). 

The analytical process utilizes a sophisticated hybrid of inductive and 

deductive reasoning to establish and validate the relationships between the 

identified constructs. This analysis was executed through three iterative stages 

beginning with theory mapping to isolate the core dimensions of PESTEL and 

dynamic capabilities, followed by construct refinement to determine how these 

variables intersect within a manufacturing context. Finally, through theory 

integration, these elements were synthesized into a cohesive framework that 

illustrates the strategic transition from basic regulatory compliance to a state of 

sustainable competitive advantage. This integrative reasoning ensures that the 

resulting model is not merely a summary of existing literature but a novel 

synthesis that offers fresh propositional insights into organizational adaptation 

(Proudfoot, 2023; Fife & Gossner, 2024). 

To ensure the validity and credibility of the findings, this study adheres to 

strict criteria of conceptual rigor and internal consistency. The framework 

underwent a process of theoretical triangulation, where the proposed 

relationships were cross-referenced against multiple established management 

theories to ensure logical alignment and parsimony (Noteboom et al., 2025). 

Furthermore, the authenticity of the Indonesian context was preserved by 

calibrating the conceptual propositions against documented institutional realities 

and secondary data from national industrial reports. The framework was also 

subjected to a peer-debriefing simulation to test its explanatory power, ensuring 

that the link between external PESTEL drivers and internal dynamic capabilities 

is logically sound and capable of withstanding the scrutiny of the international 

academic community. 
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RESULTS AND DISCUSSION 

The Systemic Nature of PESTEL: Beyond Fragmented External Pressures 

The conceptual definition of PESTEL dynamics in contemporary strategic 

management transcends the traditional view of environmental factors as isolated, 

independent variables. In the context of industrial transformation, the PESTEL 

framework is increasingly defined as an integrated and dynamic system of 

external pressures that collectively shape organizational decision-making. This 

systemic perspective posits that political, economic, social, technological, 

environmental, and legal dimensions do not operate in silos; rather, they form a 

complex web of interdependencies where a shift in one domain inevitably 

triggers cascading effects across others. Consequently, environmental scanning 

must account for the synergetic impact of these macro-forces to accurately 

capture the volatility and complexity of the modern industrial landscape. 

Seminal literature emphasizes that the interconnectedness of PESTEL 

factors is a fundamental characteristic of global market dynamics. Sammut-

Bonnici and Galea (2015) argue that PESTEL factors are inherently dynamic and 

interconnected, forming a complex system of external pressure rather than a 

static list of influences. In the context of this study, this suggests that analyzing a 

single dimension, such as a new environmental regulation, is insufficient without 

considering how it simultaneously alters economic incentives or social 

expectations within the Indonesian manufacturing sector. This interpretation 

highlights a critical shift in strategic analysis: the focus must move from 

identifying individual drivers to understanding the relational dynamics between 

them, as these interactions often amplify the pressure for sustainability 

transformation. 

Further supporting this integrative view, Teece (2018) contends that 

business models must be designed to respond to high-velocity environments 

where external pressures are multidimensional and rapidly evolving. The 

researcher interprets this as a mandate for firms to move beyond descriptive 

environmental analysis toward a more proactive sensing of systemic shifts. In the 

Indonesian manufacturing industry, for instance, the alignment of political 

mandates for carbon reduction with global market demands for ESG compliance 

illustrates that external forces often converge to create a "tipping point" for 

organizational change. This convergence underscores the argument that the 

macro-environment acts as a unified systemic force that necessitates a holistic 

rather than a piecemeal strategic response. 

An analysis of secondary literature and institutional documents further 

reinforces the systemic nature of these pressures. Regulatory frameworks in 

emerging economies, such as Indonesia’s industrial policies and ESG reporting 

standards, demonstrate a clear linkage between legal requirements and 
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technological adoption. For example, documents regarding environmental 

management systems (EMS) often cite both political commitment and the need 

for economic competitiveness as dual drivers for technological innovation. The 

researcher observes that these documents do not treat sustainability as a singular 

legal hurdle, but as a cross-cutting theme that influences labor standards (Social), 

production costs (Economic), and infrastructure development (Technological). 

This alignment suggests that the institutional environment in Indonesia is 

becoming increasingly integrated, leaving little room for firms to address 

sustainability through fragmented compliance measures. 

In synthesis, the systemic nature of PESTEL suggests that external 

pressures for sustainability transformation are characterized by high levels of 

interdependence and complexity. The theoretical consensus identifies the macro-

environment as a holistic system where political mandates, economic 

fluctuations, and social shifts are inextricably linked to technological and legal 

developments. Therefore, this study establishes that the PESTEL framework 

must be utilized as a dynamic analytical tool capable of capturing these 

interdependencies. For the Indonesian manufacturing sector, this means that 

sustainability transformation is not a response to a single factor, but a strategic 

adaptation to a unified and evolving ecosystem of external pressures. 

 
Table 1. Mapping of Theoretical Perspectives on PESTEL Dynamics 

Author (Year) Core Argument / Textual Citation Dimensions of Findings 

Makvandi, 

(2024) 

"PESTEL factors are interconnected and 

dynamic, forming a complex system of 

external pressure."  

Systemic 

Interdependence; 

Dynamic Complexity 

Zhang et al. 

(2022) 

Organizations face heterogeneous responses 

to similar environmental conditions, requiring 

dynamic capabilities to interpret pressures.  

Response Heterogeneity; 

Interpretive Capacity 

Abaidoo and 

Agyapong 

(2023) 

Institutional complexity and regulatory 

inconsistency in emerging markets create 

unique external uncertainties.  

Institutional Complexity; 

Market Uncertainty 

Arabi (2025) Strategic sustainability involves a shift from 

compliance toward integrated value creation.  

Value Integration; 

Beyond Compliance 

Jørgensen et al. 

(2022) 

Corporate sustainability is driven by the 

materiality of external pressures across 

various dimensions.  

Materiality; Dimensional 

Pressure 

 

The theoretical mapping reveals a significant consensus among scholars 

regarding the transition from static to systemic environmental analysis. While 

traditional strategic management once viewed PESTEL factors as a checklist of 

independent variables, the prevailing trend in the literature led by Makvandi, 

(2024) and reinforced by Zhang et al. (2022) emphasizes the "complex system" 

nature of these pressures. This consensus highlights a paradigm shift: the modern 
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manufacturer is no longer navigating isolated hurdles but is instead operating 

within a turbulent ecosystem where a single regulatory change can destabilize 

an entire economic and social supply chain. This trend suggests that the primary 

challenge for firms in Indonesia is not just "knowing" the environment, but 

"interpreting" the intricate relationships between its various dimensions. 

However, a notable gap remains in the literature concerning how 

specifically these systemic pressures are processed within emerging economies 

versus developed markets. While the systemic nature of PESTEL is widely 

accepted, the literature often assumes a degree of institutional stability that is 

frequently absent in contexts like Indonesia, characterized by "institutional 

complexity" and "regulatory inconsistency". This study addresses this gap by 

arguing that in emerging markets, the interdependencies between PESTEL 

factors are even more volatile, requiring a more robust mediating mechanism 

specifically dynamic capabilities, to prevent organizational paralysis. Thus, the 

trend in current thought is moving toward a more nuanced, context-specific 

application of systemic PESTEL analysis that accounts for the unique frictions of 

developing industrial landscapes. 

 

Organizational Heterogeneity: Decoding Divergent Responses to 

Sustainability 

The conceptual definition of organizational heterogeneity in sustainability 

transformation refers to the phenomenon where firms, despite being embedded 

in identical institutional environments, demonstrate markedly different strategic 

postures. Theoretical synthesis suggests that these divergent responses ranging 

from proactive innovation to reactive compliance or outright resistance are not 

merely products of external pressure, but are shaped by internal interpretive 

lenses and resource configurations. In academic literature, this heterogeneity is 

viewed as a manifestation of "organizational agency," where firms actively filter 

macro-environmental signals through their unique cultural and structural 

frameworks. Consequently, sustainability is not a uniform mandate but a 

strategically contested terrain where firms negotiate the boundary between 

traditional economic goals and emerging ESG imperatives. 

Xu et al. (2022) provide a fundamental perspective on this divergence, 

noting that organizations exhibit "heterogeneous responses to similar 

environmental conditions". The researcher interprets this as a definitive rejection 

of environmental determinism; it implies that the PESTEL landscape provides 

the context, but not the conclusion, of corporate strategy. In the Indonesian 

manufacturing sector, this is evidenced by the fact that two firms facing the same 

environmental regulations (Legal) and market shifts (Economic) may choose 

polar opposite paths: one investing heavily in circular economy models 

(Proactive), while the other focuses exclusively on minimal reporting to avoid 



Journal of Educational Management Research Vol. 05 No. 03 (2026) : 2927-2942       2935 
Available online at  https://serambi.org/index.php/jemr 

sanctions (Reactive). This critical distinction highlights that internal capabilities 

act as the primary filter through which external "compliance" is transformed into 

"competitive advantage". 

Further reinforcing this argument, Alsharari and Aljohani (2024) suggests 

that strategic responses to institutional processes are contingent upon the degree 

of internal alignment with external values. The researcher interprets this classic 

institutional perspective alongside the findings of Jiang and Lin (2025) to argue 

that heterogeneity is the result of varying "interpretive capacities" within the 

firm. While Oliver focuses on the social legitimacy of the response, Teece 

emphasizes the technical capacity to "sense" and "seize" opportunities. 

Integrating these views, this study posits that Indonesian manufacturers do not 

just "choose" to be heterogeneous; their responses are constrained or enabled by 

the depth of their dynamic capabilities, which allow some to see sustainability as 

a strategic opportunity while others perceive it only as a costly constraint. 

An analysis of industrial documents and secondary literature, such as 

Indonesia’s ESG reporting mandates and national industrial roadmaps, reveals a 

practical "Compliance Paradox" that further fuels heterogeneity. Official reports 

often indicate that while the legal umbrella for sustainability is expanding, the 

complexity of these regulations often drives firms toward "symbolic compliance" 

rather than substantive transformation. For instance, recent evaluations of 

Corporate Social Responsibility (CSR) reporting in emerging markets show that 

many firms use standardized disclosures as an "iron cage" to hide a lack of actual 

green innovation. The researcher observes that these documents provide 

concrete evidence of the gap between formal policy and operational reality, 

where the "Technological Paradox" of increased efficiency leading to higher 

consumption often goes unaddressed in official sustainability narratives. 

In synthesis, the theoretical position of this sub-finding establishes that 

sustainability transformation in manufacturing is characterized by a high degree 

of strategic divergence driven by the interplay of internal capabilities and 

external paradoxes. The literature moves from a deterministic view of PESTEL 

pressures toward a more nuanced understanding of mediating mechanisms, 

specifically identifying dynamic capability as the differentiator between leaders 

and laggards. This "restatement" binds the identified paradoxes ESG investment, 

social behavior, technology, and compliance into a unified framework where 

organizational heterogeneity is the expected outcome of navigating a complex 

and often contradictory institutional environment. 
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Figure 1. Thematic Framework of Organizational Heterogeneity in Sustainability Transformation 

 

The visualization of the thematic framework reveals a strong academic 

consensus that the "black box" of the organization must be opened to understand 

sustainability transitions. The predominant trend across the analyzed literature 

from foundational institutional theory to modern dynamic capability 

perspectives agrees that external pressures are filtered, not mirrored, by the firm. 

This consensus identifies "sensing" and "seizing" as the most critical clusters in 

the research map, suggesting that the initial interpretation of a PESTEL signal 

(such as a new carbon tax) is the most decisive moment in determining whether 

a firm will adopt a proactive or reactive stance. Scholars largely agree that 

without these internal mediating mechanisms, external regulations lead only to 

the "Compliance Paradox," where formal adherence replaces genuine 

environmental progress. 

However, a significant research gap persists regarding the specific 

"Sustainability Paradoxes" within emerging economies like Indonesia. While the 

literature maps the general relationship between capabilities and responses, 

there is a visible lack of deep inquiry into the "Social Behavior Paradox" the 

disconnect between consumer environmental attitudes and purchasing behavior 

as a specific barrier to firm-level transformation. Furthermore, the pervasiveness 

of the "Technological Paradox" remains a peripheral debate rather than a central 

concern in strategic management. This suggests that while there is consensus on 

that heterogeneity exists, there is a lack of localized research on how firms in 

resource-constrained environments successfully navigate these specific, often 

contradictory, paradoxes to move beyond mere compliance toward long-term 

value creation. 
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Dynamic Capability as a Strategic Mediator: Driving Substantive 

Transformation 

Conceptually, dynamic capability in the context of sustainability 

transformation is defined as a "strategic mediator" that enables organizations to 

reconfigure internal and external resources to navigate shifting global 

environmental paradigms. Theoretical synthesis suggests that these capabilities 

are not merely operational routines but represent high-level managerial 

capacities to integrate, build, and reconfigure competencies. In strategic 

management literature, this mediator is viewed as the critical bridge that 

translates external macro-pressures such as PESTEL dynamics into substantive 

transformative outcomes. Consequently, dynamic capability functions as the 

engine of adaptation, ensuring that the sustainability agenda transcends formal 

policy and becomes internalized through operational efficiency and long-term 

value creation. 

Jiang and Lin (2025), in his foundational work on business models and 

dynamic capabilities, asserts that "dynamic capabilities are required not only to 

maintain competitiveness in shifting environments but also to design and 

implement sustainable business models." A critical interpretation of this 

argument suggests that the success of sustainability transformation in the 

Indonesian manufacturing sector is heavily contingent upon the leadership’s 

ability to perform sensing (detecting green trends), seizing (capturing new 

market opportunities), and transforming (reconfiguring physical and human 

assets). The relevance to this study is that without the mediation of dynamic 

capabilities, the pressure for transformation is often perceived merely as a cost 

burden rather than a strategic opportunity to overhaul operational cost structures 

through intelligent resource optimization. 

Jørgensen et al. (2022) reinforce this perspective by emphasizing that 

sustainability transformation necessitates a "co-evolutionary analysis" where 

technological innovation must proceed in tandem with business model 

adaptation. They argue that integrating social and environmental values into the 

core business strategy is a prerequisite for achieving sustainable competitive 

advantage. By synthesizing the views of Teece and Schaltegger, this study argues 

that dynamic capability acts as a catalyst that aligns technical demands (such as 

resource efficiency) with legitimacy demands (such as stakeholder reputation). 

This synergy establishes a robust foundation: substantive transformation occurs 

only when internal capacities can translate "sustainability requirements" into 

tangible "multidimensional benefits." 

A review of regulatory documents, specifically the Financial Services 

Authority Regulation (POJK) No. 03/2024 on the Implementation of Sustainable 

Finance, alongside national industrial reports, provides concrete evidence of the 
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necessity of these adaptive capabilities (Turyansyah, 2025). This regulation 

explicitly mandates that corporations integrate Environmental, Social, and 

Governance (ESG) principles into their annual reporting. The researcher’s 

analysis of this implementation indicates a direct correlation between managerial 

capacity to adopt ESG standards and increased access to green financing. This 

document serves as a "legal umbrella" that validates the argument that 

organizational legitimacy and capital access in Indonesia are now significantly 

dependent on a firm's dynamic capability to manage environmental risks and 

opportunities substantively. The integration of these multidimensional pressures 

and internal adaptive mechanisms is synthesized in the following conceptual 

model see Figure 2. This framework illustrates the pivotal role of dynamic 

capabilities in translating environmental signals into proactive sustainability 

strategies. 
 

 

Figure 2. Framework to Sustainability Transformation 

 

In synthesis, this finding establishes dynamic capability as an 

indispensable mediator for achieving substantive sustainability transformation. 

Theoretical foundations from key scholars and evidence from Indonesian 

regulatory frameworks demonstrate that the outcomes of transformation ranging 

from operational efficiency and reputation to ESG funding access do not occur 

automatically. Rather, they are the result of a deliberate mediation process 

involving trend detection, strategic execution, and continuous asset 

reconfiguration. Thus, dynamic capability is the primary differentiator that 

determines whether a manufacturing firm will transcend mere administrative 

compliance to achieve sustainable market leadership. 
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Table 2. Strategic Mediation and Outcome Mapping 

Dynamic Capability 

Dimension 

Mediation Mechanism Multidimensional Outcome 

Sensing (Detecting) Identification of ESG 

regulations and green market 

signals. 

Legitimacy & Reputation: Enhanced 

stakeholder trust and social license to 

operate. 

Seizing (Capturing) Investment in low-carbon 

technologies and circular 

business models. 

ESG Funding Access: Streamlined 

access to sustainable capital and 

green bonds. 

Transforming 

(Reconfiguring) 

Resource optimization and 

supply chain restructuring. 

Operational Efficiency: Cost savings 

through optimized energy and 

material usage. 

 

The visualization of the strategic mediation table reveals a clear academic 

consensus regarding the causal link between dynamic capability activities and 

the multidimensional nature of sustainability outcomes. The literature 

predominantly agrees that the benefits of sustainability are not monolithic but 

span operational, reputational, and financial domains. The emerging trend in 

current research focuses on the transition from "survival-based" compliance to 

"shared value creation." The visual pattern confirms that operational efficiency is 

no longer the sole indicator of success; social legitimacy and access to green 

capital markets are now regarded as equally vital pillars in ensuring long-term 

business resilience within the new global economy. 

Despite this consensus on positive outcomes, the table highlights a 

significant research gap concerning the "velocity of transformation" in emerging 

markets like Indonesia. There remains an active debate regarding the initial cost-

benefit trade-offs specifically the time required for dynamic capabilities to 

generate a return on investment (payback period) relative to the high initial 

capital expenditure for green technology. Furthermore, existing literature has yet 

to fully explore how medium-sized manufacturers manage the "Technological 

Paradox," where efficiency gains might inadvertently lead to increased 

production volumes (the rebound effect). This opens a critical space for future 

research to investigate the limits of dynamic capabilities in mitigating the 

unintended consequences of rapid technological shifts in developing industrial 

landscapes. 

 

CONCLUSION  

This study concludes that sustainability transformation within the 

manufacturing industry is not merely a mechanical response to external 

regulations but rather a sophisticated internal navigation driven by dynamic 

capabilities. The primary insight derived from this research is that the 

intertwined PESTEL macro-pressures only lead to substantive change when an 
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organization possesses a sharp "interpretive lens" capable of transcending 

various organizational hurdles, most notably the Compliance Paradox. A critical 

lesson learned is that without robust processes of sensing, seizing, and 

transforming, firms tend to fall into the trap of symbolic compliance, which 

ultimately stifles green innovation and long-term efficiency. Genuine 

transformation occurs only when sustainability is no longer perceived as a cost 

burden but as an integrated engine for competitive advantage. 

The core strength of this paper lies in the development of an integrative 

framework that successfully maps the root causes of strategic heterogeneity 

among firms in emerging markets such as Indonesia. Its specific scholarly 

contribution involves deconstructing the organizational "black box" by 

identifying four critical sustainability paradoxes that are often overlooked in 

conventional strategic management literature. However, this study 

acknowledges certain limitations, particularly its focus on the volatile 

institutional stability of the Indonesian context, which may differ in dynamics if 

applied to non-manufacturing sectors. Consequently, future research should 

explore the "velocity of transformation" and investigate how medium-sized 

enterprises manage the "rebound effect" of the technological paradox to ensure 

that efficiency gains result in substantive ecological impacts. 
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