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Abstract: This study examines the formation
and evolutionary logic of sustainable
development strategies for small and
medium-sized enterprises (SMEs) in the
context of disruptive innovation. By
integrating disruptive innovation theory with
sustainability requirements, we develop a
comprehensive 'context-strategy-evolution"
analytical framework. The research reveals
that SMEs' strategic choices represent a
complex process of dynamically balancing
disruptive opportunities with sustainable
objectives, significantly constrained by their
resource mobilization capabilities and
cognitive patterns. Their strategic evolution is
driven internally by organizational learning
and capability accumulation, while externally
shaped by industrial ecosystems and
institutional pressures, facing challenges of
path transition or lock-in at critical junctures.
The findings elucidate the intrinsic
mechanisms enabling sustainable
transformation for SMEs, emphasizing the
necessity of cultivating dynamic capabilities
to navigate innovation shocks. Through
continuous strategic adaptation and learning
within multiple constraints, SMEs can chart a
development trajectory that combines
resilience with social responsibility.
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1. Introduction

In dynamic and complex market environments,
disruptive innovation not only reshapes
industrial landscapes but also provides pivotal
opportunities for small and medium-sized
enterprises (SMEs) to overcome resource
constraints and achieve transformative growth.
As a cornerstone of long-term corporate value,
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sustainable development requires SMEs to
transcend traditional competitive paradigms and
transform disruptive innovations into strategic
opportunities. This study explores how SMEs

identify and select appropriate sustainable
development  strategies under  disruptive
innovation, while analyzing the intrinsic

pathways of their dynamic evolution in response
to internal and external contexts. By constructing
an integrated theoretical framework, we aim to
clarify the logical connections between strategic
choices and evolutionary mechanisms, offering
theoretical references and practical guidance for
SMEs to achieve resilient growth amid dual
pressures from emerging technological waves
and sustainable development challenges.

2. Theoretical Framework Construction

2.1 The Origin and Core Features of
Disruptive Innovation Theory

Since Clayton Christensen systematically
articulated it, the theory of disruptive innovation
has become one of the core paradigms for
understanding technological change and market
dynamics. Its theoretical origins can be traced
back to Schumpeter's classic discourse on
"creative destruction," but Christensen further
specified it by focusing on innovation models
that initially serve marginal or emerging markets
with potentially inferior performance compared
to mainstream products. These innovations
ultimately disrupt existing market structures
through new wvalue propositions such as
simplicity, affordability, or accessibility. Unlike
incremental innovation, which focuses on
gradual improvements to mainstream products
along existing performance trajectories, the
essential attributes of disruptive innovation lie in
its discontinuity and destructiveness [1]. It does
not directly confront traditional leaders in
existing competitive dimensions but redefines
product performance evaluation standards and
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even creates entirely new market demands by
introducing alternative value networks. Such
innovation often begins in low-end or new
markets overlooked or deemed unprofitable by
mainstream  markets. Through continuous
technological improvements and cost structure
optimization, it eventually erodes mainstream
market  shares, achieving  fundamental
deconstruction of existing industrial logic. Its
impact on market structure is profound, capable
of dismantling established oligopolies or stable
patterns, giving rise to new market entrants and
ecosystems [2]. At the level of competitive rules,
disruptive innovation compels companies to
transcend traditional efficiency and quality
competitions, shifting focus to non-traditional
competitive elements such as business models,
user experience, and ecosystem construction.
Ultimately, it restructures the entire value
network, with all aspects-from supply chains and
distribution channels to customer
relationships-undergoing transformation. This
provides small and medium-sized enterprises
(SMEs) with crucial theoretical insights and
practical opportunities to overcome path
dependence and resource barriers, thereby
achieving asymmetric competition [3].

2.2 The Connotation and Dimensions of
Sustainable Development of SMEs

The sustainable development of small and
medium-sized enterprises (SMEs) is far more
than a scaled-down version of large corporations
'strategies. It represents a unique strategic
orientation rooted in their distinctive resource
endowments, organizational resilience, and local
embeddedness. Moving beyond the traditional
economic dimension focused solely on
long-term financial survival, it constitutes a
composite conceptual framework integrating
economic resilience, environmental
compatibility, and social inclusion. Economic
resilience emphasizes SMEs' adaptive, recovery,
and evolutionary capabilities in facing market
fluctuations, technological shocks, and supply
chain disruptions. Its core lies in building
business models that resist fragility through
flexibility, innovation, and relationship networks
[4]. Environmental compatibility requires SMEs
to proactively manage their environmental

footprint throughout operations and value chains.

This doesn't necessarily mean heavy investments
in cutting-edge technologies but rather manifests
as process optimization, resource recycling,
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green product innovations, or adaptive solutions
to regional environmental challenges. The social
inclusion dimension views SMEs as organic
components of communities, highlighting their
roles in creating inclusive employment,
maintaining local community well-being,
adhering to ethical business practices, and
contributing to the construction of local social
capital [5]. These three dimensions intertwine
and reinforce each other, collectively forming
the multi-faceted strategic objectives of SME
sustainability. Economic resilience provides the
foundation for environmental and social
investments, while fulfilling environmental and
social responsibilities can enhance corporate
reputation and legitimacy, thereby nurturing
long-term economic vitality. Clarifying the
multifaceted nature of this objective is crucial, as
it signifies that the sustainable development
strategy for small and medium-sized enterprises
(SMEs) is not merely a single environmental
initiative or charitable endeavor, but rather a
strategic ~ framework requiring  systematic
trade-offs and coordination. This framework
aims to balance short-term survival pressures
with long-term value creation, seeking a robust
and responsible growth path in dynamic
environments [6].

2.3 Theoretical Integration and Integrated
Analysis Framework

The theoretical dialogue between disruptive
innovation theory and sustainable development
requirements is not a simple superposition, but
aims to reveal the inherent tension and
synergistic potential between the two, thereby
constructing an integrated conceptual framework
capable of dynamically analyzing the strategic
behaviors of small and medium-sized enterprises
(SMEs). Disruptive innovation theory provides a
perspective of "change" and "opportunity,"
focusing on the discontinuous opportunity
windows and competitive foundation reset
brought about by technological-market paradigm
shifts. Sustainable development introduces the
perspective of "constraints" and "direction,"
setting normative goals and long-term
responsibility  boundaries that encompass
multiple value creation dimensions including
economic, environmental, and social aspects.
The convergence point lies in the fact that
disruptive innovation can precisely serve as a
key catalyst for SMEs to break through
traditional growth models and achieve
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sustainable development leaps. It can provide
novel and more cost-effective solutions to
address sustainability challenges such as
resource consumption, environmental pollution,
or social exclusion through fundamental
innovations in technology or business models.
Based on this, the integrated analytical
framework constructed in this paper adopts a
"context-strategy-evolution" framework. First,
the framework places SMEs within a dynamic
external context shaped by disruptive innovation
waves (at technological, market, and business
model levels) and institutional pressures for
sustainable  development (at  regulatory,
normative, and cognitive levels). Second, it
focuses on the strategic selection mechanisms of
SMEs under this dual context, analyzing how
they  identify = sustainable  development
opportunities inherent in disruptive innovations
and make adaptive strategic choices between
"following/leading disruption" and
"balancing/prioritizing multiple sustainability
goals" based on their resource mobilization
capabilities, organizational learning mechanisms,
and value logic. Ultimately, the framework
underscores that strategy is not static but a
dynamic evolutionary path shaped by feedback
from earlier strategic choices, accumulated
organizational capabilities, evolving network
relationships, and changing external
circumstances. This process may manifest in
various patterns such as path dependence, path
breakthrough, or path creation. The framework
aims to systematically reveal how small and
medium-sized enterprises (SMEs) navigate and
shape their unique sustainable development
trajectories in  response to  disruptive
opportunities.

Scenario - Strategy - Evolution

Dynamic external context
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A wave of disruptive innovation X )
Dynamic evolution path
[ Institutional pressure on l_l
sustainable development
P! Small and

medium-sized enterprises

Strategic choice

mechanism

Figure 1. Integrated Conceptual Framework
of Disruptive Innovation and Sustainable
Development

3. The Mechanism of Sustainable
Development Strategy Selection for SMEs

3.1 Strategic Opportunity Identification

Based on Innovation Type
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Disruptive innovation isn't confined to a single
model; its diverse forms unlock differentiated
strategic ~ opportunities ~ for  enterprises.
Technology-driven disruption, by introducing
novel technical paradigms, can directly address
long-standing environmental or social efficiency
bottlenecks-such as reducing the cost of clean
production  technologies. Business model
disruption, through redefining value creation and
capture mechanisms, internalizes previously
externalized environmental and social costs, or
reaches marginalized communities in
unprecedented ways, thereby creating new
pathways for inclusive growth. For small and
medium-sized enterprises (SMEs), identifying
these sustainability opportunities embedded in
innovation waves is a process highly dependent
on managerial cognition and organizational
learning. It requires enterprises to transcend
narrow focuses on technical performance or
short-term profitability, adopting a
"sustainability lens" to evaluate the potential
impacts of innovations. This involves keen
insight into the intersection of emerging
technological  trajectories and  societal
environmental demands, as well as preliminary
assessments of their ability to secure a position
in potential new value networks. Such judgments
stem not only from market signals but also from
understanding non-market factors like policy
trends, shifts in social values, and long-term
resource scarcity. Successful identification often
relies on open external networks that enable
access to diverse knowledge sources, and
through continuous interpretation and validation
of initial signals, gradually outlines concrete
possibilities for transforming disruptive forces
into sustainable competitive advantages. This
cognitive  process fundamentally reflects
strategic ~ foresight,  determining  whether
enterprises can secure advantageous positions
before opportunity windows close.

3.2 Strategic Adaptation Under
Resource Capacity Constraints

Small and medium-sized enterprises (SMEs)
consistently navigate between grand visions and
resource constraints in their strategic choices.
When confronted with the sustainable potential
of disruptive innovation, their core logic lies not
in pursuing theoretically optimal comprehensive
solutions, but in finding a "good enough" viable
match under stringent constraints. This requires
creative  resource  integration-recombining

Logic
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limited capital, technology, human capital, and
external network relationships-to support an
initial action plan that captures the core value of
innovation while demonstrating sustainability
commitment. For instance, while enterprises
may lack in-house capabilities for developing
disruptive technologies, they can integrate them
into existing products/services through early
adoption, collaborative development, or adaptive
improvements,  highlighting  differentiated
attributes in energy efficiency, emission
reduction, or fair trade. The adaptation process
inevitably  involves  profound trade-offs.
Investing in disruptive technology absorption
may temporarily divert resources from existing
business governance, while pursuing socially
inclusive business model innovations could
sacrifice short-term economic returns. Thus,
strategic adaptation fundamentally involves
dynamic prioritization and resource allocation
between multiple sustainability goals (economic,
environmental, social) and disruptive innovation
investments, guided by the company's core value
proposition and survival pressures. This logic
often yields focused, specialized, and distinctive
strategic paths rather than comprehensive
layouts, with success depending on whether
enterprises can precisely allocate limited
resources to key nodes that simultaneously
leverage innovation value and sustainability
benefits.

Integration and utilization of
limited resources

Disruptive

innovation

Strategic
trade-offs
A balance between shori-term survival
Sustainable and long-term development
development

IR Dynamic priority sorting

Adjust strategic priorities in accordance
with the environment

Figure 2. Core Logic of Strategic Adaptation
for SMEs

3.3 Strategic Decision-Making Mechanism in
Dynamic Situations

The sustainable development strategy choices
for small and medium-sized enterprises (SMEs)
are never static one-time plans, but rather
embedded in a dynamic turbulence shaped by
rapid technological iterations, evolving policy
directions, and market uncertainties. This highly
dynamic environment profoundly shapes their
strategic decision-making mechanisms, favoring
a hybrid model that combines gradual

exploration with commitment-based adjustments.
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The accelerated pace of technological iteration
means today's cutting-edge choices may quickly
become obsolete, compelling businesses to base
decisions not only on current technological
states but also anticipate evolutionary
trajectories while reserving flexibility for future
adjustments.  Policy  directions-particularly
regulations strengthening carbon neutrality,
circular economy, or social responsibility
disclosure-may  abruptly close traditional
pathways while providing subsidies or market
access advantages for specific sustainable
innovation directions, directly altering the
expected returns and risk weights of different
strategic options. Market uncertainties, including
the speed of consumer green preferences,
responses from mainstream competitors, and
supply chain stability, expose any long-term
rigid strategic commitments to significant risks.
Thus, the final decision often isn't a perfect
ultimate Dblueprint, but rather a 'strategic
gamble" based on current best understanding,
supplemented by investments in organizational
resilience and learning capabilities. The core of
the decision-making mechanism has shifted from
the traditional linear programming to the
adaptive process of continuously sensing signals,
rapidly  verifying by experiments, and
strengthening or revising strategic commitments
in the dynamic situation. The purpose is to
ensure the organization's survival and
accumulation of new evolutionary capital in the
unpredictable changes while pursuing the
sustainable vision.

4. Evolution Path Analysis of Sustainable
Development Strategy

4.1 Endogenous Driving Factors of Path
Evolution

The evolution of sustainable development
strategies in small and medium-sized enterprises
(SMEs) fundamentally represents an organic
growth  process driven by internal
transformations at the organizational level.
Organizational learning serves as the cornerstone
of this developmental trajectory. Unlike
vacuum-strategy formulation, enterprises
continuously gather feedback on technological
feasibility, market acceptance, and operational
effectiveness through practical engagement with
disruptive  opportunities and sustainability
commitments.  These  experiences-whether
successful or not-are crystallized into new
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knowledge reserves through individual and
collective  reflection, gradually reshaping
corporate perceptions of "what is possible" and
"what matters." The sustained accumulation of
knowledge, particularly tacit knowledge on
sustainable application of emerging technologies,
progressively transforms enterprises’ resource
endowments. This transformation occurs not
through abrupt leaps but through incremental
adjustments, driving continuous refinements to
existing product processes, collaborative
networks, and value propositions. Ultimately,
sustained learning and knowledge accumulation
cultivate a higher-order dynamic capability: the
holistic ability to perceive sustainability trends,
seize innovation opportunities, and reallocate
resources. This endogenous capacity-building
enables enterprises to transition from passive
environmental adaptors into proactive explorers
and architects of sustainable development paths.
The  strategic evolution thus  exhibits
self-organizing  characteristics  driven by
deepened internal cognition.

4.2 Exogenous Forces in Path Evolution

While endogenous drivers provide the initial
energy and direction for strategic evolution, the
specific trajectory and pace of this process are
inevitably shaped and constrained by external
forces. The industrial ecosystem serves as the
direct arena for corporate evolution. The
technical standards of leading enterprises, the
rule-making power of platform leaders, and the
willingness of complementary asset providers to
collaborate collectively define the feasibility and
expected returns of a particular path. Companies
often need to embed themselves or adapt to
specific ecological niches, and their strategic
evolution must largely align with the
evolutionary logic of the ecosystem-otherwise,
they risk isolation or elimination. Macro-level
institutional ~ pressures  further  delineate
evolutionary boundaries through regulatory and
mandatory frameworks. Tightening
environmental regulations, industrial policies
promoting green innovation, and sustainability
expectations from investment institutions and
public opinion collectively form a robust
incentive-restraint system. These institutional
forces either directly eliminate outdated paths
that fail to meet requirements or provide
legitimacy endorsement and resource support for
enterprises exploring new paths, thereby
powerfully steering evolutionary directions.
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Additionally, stakeholder networks comprising
customers, suppliers, communities, and NGOs
exert real-time, multi-dimensional influences on
corporate strategic actions through continuous
interaction, evaluation, and resource exchange.
These intertwined external forces collectively
create a complex power field, within which
corporate strategic evolution is continuously
shaped, adjusted, and sometimes even forced to
pivot through ongoing dialogue, negotiation, and
strategic maneuvering.

43 Path  Transition and  Locking
Breakthrough Mechanism
Evolutionary paths are not always linear

accumulations. At critical junctures, small and
medium-sized  enterprises  (SMEs) may
encounter opportunities to transition from one
path to another that offers greater sustainability
or competitiveness, while simultaneously facing
the risk of path dependence-induced lock-in.
Such transitions are often triggered by the
resonance of internal and external factors. For
instance, the maturation of a disruptive
technology might suddenly render incremental
improvement paths obsolete, while the key
capabilities accumulated through long-term
learning within the enterprise happen to be
well-suited to mastering this new
technology-thus quietly opening a strategic
transformation  "window of  opportunity.”
Similarly, a major institutional change or market
crisis could abruptly dismantle the profit
structure  of  existing paths, compelling
enterprises to seek fundamental breakthroughs.
However, the greatest obstacle to achieving such
transitions often stems from historically formed
path dependencies. Past investments in specific
technologies, equipment, talent, and supply
chains, along with entrenched conventions,
mental frameworks, and interest patterns within
the enterprise, coupled with stable yet potentially
rigid relationships with external partners, create
strong inertia that locks enterprises onto existing
trajectories-even when these paths are showing
signs of fatigue. Overcoming such lock-in states
requires unconventional mechanisms, which
may arise from profound strategic reflections or
new visions brought by leadership transitions, or
benefit from "disruptive" knowledge introduced
through edge markets or cross-border
collaborations  that challenge established
cognitive frameworks. Finally, whether the path
transition can be realized depends on whether
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the enterprise can mobilize resources to break
the internal structural and cognitive lock by
sufficient strategic alertness and courage to
change when the external triggering factors
appear, so as to complete a strategic
self-transcendence and reconstruction.

5. Conclusion

This study systematically examines the selection
logic and evolutionary patterns of sustainable
development  strategies for small and
medium-sized enterprises (SMEs) from the
perspective of disruptive innovation. The
research reveals that SMEs' strategic choices
constitute a complex process of dynamically
balancing  innovation  opportunities  with
sustainability objectives, with their evolutionary
trajectories profoundly shaped by the interplay
of internal and external drivers. Theoretical
contributions include establishing an integrated
analytical framework that connects innovation
shocks,  strategic  decision-making, and
organizational evolution, thereby elucidating the
intrinsic mechanisms enabling sustainable
breakthroughs in SMEs. Practical implications
emphasize the need for managers to cultivate
forward-looking strategic vision and dynamic
adaptation capabilities, while systematically
planning pathways for sustainable value creation
amidst disruptive changes. Future research may
further focus on micro-level strategies and
governance models under specific disruptive
scenarios such as digital transformation.
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