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Abstract  

This study aims to reconstruct an Islamic strategic management framework through a comparative analysis between Michael 

Porter’s Competitive Advantage theory and the principle of Al-Falah. The research is motivated by the dominance of 

conventional strategic management paradigms that prioritize competitiveness and economic performance while often 

underemphasizing ethical, social, and spiritual dimensions of organizational success. A qualitative methodology was employed 

using library research and conceptual comparative analysis of relevant scholarly literature. Data were collected from 

academic books and peer-reviewed journal articles, then analyzed using content and comparative analysis techniques. The 

findings show that both Competitive Advantage and Al-Falah share the objective of achieving organizational sustainability, 

yet they differ fundamentally in philosophical foundations, strategic objectives, performance indicators, and stakeholder 

orientation. Competitive Advantage emphasizes market positioning, profitability, and efficiency, whereas Al-Falah integrates 

material success with ethical values, social justice, collective welfare, and accountability to God. The study highlights that 

conventional strategic management tends to focus on economic outcomes, while the Islamic perspective expands success into 

moral and spiritual dimensions. Based on these differences, the study proposes a reconstructed Islamic Strategic Management 

model that integrates competitiveness with principles of tawhid, amanah, maslahah, and stakeholder welfare. This integrated 

framework is expected to provide a more holistic understanding of organizational success that balances economic performance 

with ethical responsibility and spiritual accountability in contemporary organizational contexts for sustainable development 

and long-term institutional resilience in modern organizations. 

Keywords: Islamic Strategic Management; Competitive Advantage; Al-Falah; Maslahah. 

1. Introduction  

Strategic management has become one of the most influential disciplines in contemporary organizational studies 

because it provides a systematic framework for achieving long-term sustainability, organizational adaptability, and 

competitive performance. In an increasingly dynamic and uncertain business environment, organizations are 

required to formulate strategies that enable them to create superior value while maintaining their position within 

competitive markets. Among the various theoretical perspectives in strategic management, Michael Porter’s theory 

of Competitive Advantage remains one of the most dominant paradigms. Porter (1985) argues that organizational 

success is determined by the ability to create superior value through cost leadership, differentiation, and effective 

strategic positioning. Consequently, the concept of competitive advantage has become a fundamental framework 

for understanding organizational performance across various sectors and industries. 

Despite its significant contribution to strategic management theory, the competitive advantage paradigm has 

increasingly faced criticism due to its strong emphasis on market competition and economic performance. The 

growing prevalence of corporate scandals, environmental degradation, social inequality, and ethical misconduct 

has demonstrated that organizational success cannot be measured solely through profitability and market 

dominance. Contemporary stakeholders increasingly expect organizations to demonstrate social responsibility, 

ethical commitment, and sustainable development alongside financial achievement. Consequently, scholars have 

begun questioning the adequacy of purely market-oriented strategic frameworks and have called for alternative 

approaches that incorporate moral, ethical, and spiritual dimensions into organizational decision-making 
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processes. These developments indicate the need to re-evaluate the philosophical foundations of strategic 

management and explore more holistic conceptions of organizational success. 

Within the Islamic intellectual tradition, the concept of Al-Falah offers a comprehensive understanding of success 

that integrates material prosperity, ethical conduct, social welfare, and spiritual fulfillment. Al-Falah is derived 

from the Qur’anic worldview and represents a condition of holistic success encompassing both worldly 

achievement and eternal well-being. According to Hasibuan (2022), Al-Falah does not merely refer to economic 

prosperity but also includes moral integrity, spiritual excellence, and social justice as essential components of 

human success. Unlike conventional management theories that primarily emphasize competitive superiority, the 

Al-Falah paradigm places organizational activities within a broader framework of accountability before God, 

human welfare, and collective prosperity. Therefore, Al-Falah provides a potentially rich theoretical foundation 

for reconstructing strategic management from a more comprehensive and value-oriented perspective. 

Recent studies have increasingly examined the relationship between Islamic values and strategic management. 

Purnomo et al. (2024) found that the integration of Islamic values into strategic management processes positively 

influences strategic formulation, implementation, and evaluation within pesantren-based higher education 

institutions. Their study demonstrates that Islamic principles can strengthen organizational effectiveness while 

maintaining institutional identity. However, the study primarily focuses on managerial implementation and does 

not critically examine the philosophical assumptions underlying contemporary strategic management theories. As 

a result, it leaves unanswered questions concerning the theoretical relationship between Islamic concepts of 

success and mainstream strategic management paradigms. 

Fanani et al. (2024) argued that conventional strategic management frameworks cannot be fully adopted by Islamic 

institutions because they were originally developed within a business-oriented environment emphasizing 

competition and economic returns. Their study contributes significantly by defining strategic management from 

an Islamic educational perspective and highlighting the importance of integrating Islamic values into 

organizational governance. Nevertheless, the research remains largely conceptual and does not provide a 

systematic comparative framework capable of reconciling Islamic principles with established strategic 

management theories such as Competitive Advantage. Furthermore, the study does not critically examine the 

philosophical and normative differences between conventional and Islamic conceptions of organizational success. 

As a result, the development of a comprehensive Islamic strategic management model that integrates 

competitiveness with the broader objectives of Al-Falah remains an important area for further investigation. 

Yani and Ulfa (2024) concluded that strategic management plays an essential role in developing globally 

competitive Islamic educational institutions through innovation, leadership development, and institutional 

sustainability. Likewise, Hidayah et al. (2024) demonstrated that the integration of Islamic values into the Balanced 

Scorecard framework contributes to a more comprehensive strategic management system by incorporating both 

financial and non-financial performance indicators. While these studies successfully demonstrate the practical 

compatibility between strategic management and Islamic values, they continue to rely predominantly on 

conventional strategic assumptions and do not critically evaluate the conceptual foundations of organizational 

success itself. 

Recent studies on Islamic strategic management have attempted to incorporate maqāṣid al-sharī‘ah, prophetic 

leadership, and Islamic ethics into organizational governance and performance measurement. Amar et al. (2025) 

found that strategic management and maqāṣid al-sharī‘ah significantly influence the performance of Islamic 

cooperatives, while Rahman et al. (2024) emphasized the role of prophetic leadership in guiding strategic 

management processes among Muslim entrepreneurs. Although these studies contribute to the growing body of 

Islamic management literature, they focus primarily on the operational application of Islamic values rather than 

examining the fundamental philosophical differences between Islamic and conventional conceptions of strategic 

success. Consequently, the literature still lacks a comprehensive framework capable of integrating strategic 

competitiveness with ethical responsibility, social welfare, and spiritual accountability. 

Based on the foregoing discussion, an important research gap remains within the existing literature. Previous 

studies have examined Islamic leadership, Islamic governance, maqāṣid al-sharī‘ah, and Islamic strategic 

management as separate areas of inquiry, while studies concerning Competitive Advantage continue to be 

dominated by secular and market-oriented assumptions. Very limited attention has been devoted to systematically 

comparing the ontological, epistemological, and axiological foundations of Michael Porter’s Competitive 

Advantage theory and the Islamic principle of Al-Falah. Consequently, no comprehensive theoretical framework 
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has yet been developed to reconstruct strategic management by integrating competitiveness, ethical excellence, 

stakeholder welfare, and spiritual fulfillment into a single conceptual model. 

Therefore, the novelty of this study lies in its effort to reconstruct strategic management theory through a 

comparative analysis between Michael Porter’s Competitive Advantage and the Islamic principle of Al-Falah. 

Unlike previous studies that primarily focused on the implementation of Islamic values within organizations, this 

research critically examines the philosophical foundations of both concepts and proposes a new conceptual 

framework referred to as the Islamic Strategic Advantage Model. Accordingly, the objective of this study is to 

analyze the similarities and differences between Competitive Advantage and Al-Falah and to formulate a 

reconstructed model of Islamic strategic management capable of offering a more holistic and sustainable 

alternative to conventional strategic management paradigms. 

2. Research Methods 

This study employed a qualitative comparative research design to examine the similarities and differences between 

Michael Porter’s Competitive Advantage theory and the Islamic principle of Al-Falah as alternative paradigms of 

organizational success. A comparative approach was selected because the study aims to analyze two conceptual 

frameworks originating from different philosophical traditions and to identify their respective assumptions, 

objectives, values, and strategic implications. The research relied exclusively on qualitative data obtained from 

documentary sources (Husairi et al., 2024). 

Data collection was conducted through a systematic literature review and document analysis process. Relevant 

publications were identified using keywords such as “competitive advantage,” “strategic management,” “Al-

Falah,” “Islamic management,” “Islamic strategic management,” and “organizational success.” The selected 

literature was then screened based on its relevance to the research objectives, theoretical contribution, academic 

credibility, and publication quality. To ensure the currency of the discussion, priority was given to studies 

published within the last seven years, particularly those addressing strategic management, Islamic organizational 

theory, and contemporary discussions of organizational success. The unit of analysis in this study was the 

theoretical construct of organizational success embedded within both Competitive Advantage and Al-Falah. 

Data were analyzed using comparative analysis as proposed by Pickvance (2001) and supported by qualitative 

content analysis developed by Schreier (2012). The analytical process began by identifying the core concepts and 

dimensions of each theory, followed by categorizing them into comparable analytical dimensions, namely 

ontological foundations, epistemological assumptions, strategic objectives, value orientations, and indicators of 

success. 

Competitive Advantage was examined through dimensions such as value creation, competitive positioning, cost 

leadership, differentiation, and sustainable competitiveness, whereas Al-Falah was analyzed through dimensions 

including material prosperity, ethical responsibility, social welfare, justice, spiritual fulfillment, and accountability 

before God. The findings from both frameworks were then systematically compared and interpreted to identify 

areas of convergence and divergence, thereby generating a comprehensive understanding of organizational success 

from both conventional strategic management and Islamic perspectives.  

3. Results and Discussions 

 

3.1. Theoretical Foundations of Competitive Advantage and Al-Falah 

Competitive Advantage remains one of the most influential concepts in strategic management theory and continues 

to shape contemporary discussions regarding organizational performance and sustainability. Porter conceptualized 

competitive advantage as an organization's ability to create superior value relative to competitors through strategic 

positioning, cost leadership, differentiation, and focus strategies (Porter, 1985). Although developed more than 

three decades ago, the framework remains highly relevant in explaining how organizations achieve and sustain 

superior performance in competitive environments. Recent studies have reaffirmed that Porter’s strategic 

framework continues to provide a foundational perspective for understanding organizational competitiveness amid 

increasingly dynamic market conditions (Islami et al., 2020). 
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The theoretical foundation of Competitive Advantage is rooted in a market-oriented and economic rationality 

perspective. Within this paradigm, organizations are viewed as strategic actors operating in competitive 

environments where success is largely determined by their ability to generate value that exceeds that of competitors 

(Husairi et al., 2026). Consequently, strategic decision-making focuses on identifying market opportunities, 

optimizing resources, and developing unique capabilities that are difficult to imitate. Organizational success is 

generally measured through tangible indicators such as profitability, market share, growth, efficiency, and long-

term competitiveness. This orientation reflects the broader assumptions of conventional strategic management, 

which emphasize economic performance as the primary objective of organizational activity (Ayegba & Lin, 2020). 

In contrast, the Islamic concept of Al-Falah offers a broader and more comprehensive understanding of success. 

Derived from the Qur’anic worldview, Al-Falah refers to prosperity, well-being, and success achieved through the 

integration of material achievement, ethical conduct, spiritual fulfillment, and social responsibility. Unlike 

conventional management theories that primarily emphasize economic outcomes, Al-Falah encompasses both 

worldly and hereafter dimensions of human existence. Therefore, success is not merely assessed through financial 

achievement but also through moral integrity, justice, social welfare, and obedience to divine guidance. In Islamic 

thought, the attainment of Al-Falah represents the ultimate objective of human activities, including economic and 

organizational endeavors (Hasibuan, 2022). 

The philosophical foundations of Al-Falah differ significantly from those underlying Competitive Advantage. 

While the latter is primarily grounded in market competition and economic efficiency, Al-Falah is founded upon 

the principles of tawḥīd (the unity of God), khilāfah (human stewardship), and accountability before Allah. These 

principles position organizations not merely as economic entities but also as moral institutions responsible for 

promoting justice, collective welfare, and sustainable development. Consequently, organizational activities are 

expected to generate benefits not only for shareholders but also for employees, customers, society, and the 

environment. Such a perspective reflects the holistic nature of Islamic management, where material success is 

inseparable from ethical and spiritual considerations (Supodo & Sarnoto, 2025). 

Recent scholarly discussions have increasingly highlighted the relevance of Al-Falah within contemporary 

organizational contexts. Mohamad and Sarif (2024) argue that Al-Falah can serve as a foundation for creating 

sustainable competitive advantage because it integrates organizational effectiveness with ethical legitimacy and 

stakeholder trust. Their findings suggest that organizations guided by Al-Falah principles are more capable of 

achieving long-term sustainability due to their emphasis on integrity, social responsibility, and spiritual values. 

This perspective expands the conventional understanding of competitive advantage by incorporating dimensions 

that are often overlooked within market-centered strategic frameworks. 

Competitive Advantage and Al-Falah seek to explain the conditions necessary for organizational success, yet they 

differ substantially in their underlying assumptions and ultimate objectives. Competitive Advantage prioritizes 

superior market performance through strategic competition, whereas Al-Falah emphasizes holistic prosperity 

achieved through the integration of economic, ethical, social, and spiritual dimensions. Understanding these 

distinct theoretical foundations is essential because they influence how organizations define success, formulate 

strategies, allocate resources, and evaluate performance. Consequently, a comparative examination of these two 

paradigms provides a valuable basis for developing a broader understanding of strategic management that extends 

beyond purely economic considerations toward a more comprehensive conception of organizational excellence. 

3.2. Comparative Analysis of Competitive Advantage and Al-Falah 

Competitive Advantage and Al-Falah originate from different intellectual traditions, both concepts are 

fundamentally concerned with achieving organizational success and sustainability. Competitive Advantage 

emerged from the field of strategic management and focuses on how organizations create superior value and 

outperform competitors within market environments (Porter, 1985). In contrast, Al-Falah originates from the 

Islamic worldview and emphasizes the attainment of comprehensive success encompassing material prosperity, 

ethical responsibility, social welfare, and spiritual fulfillment (Hasibuan, 2022). Despite these differences, both 

frameworks recognize that organizational success requires strategic planning, effective resource management, and 

long-term sustainability. Therefore, a comparative analysis is necessary to identify the fundamental distinctions 

and potential complementarities between the two paradigms. 
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At a conceptual level, the primary difference between Competitive Advantage and Al-Falah lies in their underlying 

assumptions regarding the purpose of organizational activities and the meaning of success itself. Competitive 

Advantage views organizational success primarily through the lens of market performance and competitive 

superiority, whereas Al-Falah adopts a broader perspective by integrating economic achievement with moral and 

spiritual objectives. This distinction influences how organizations formulate strategies, allocate resources, evaluate 

performance, and define their responsibilities toward stakeholders. Consequently, examining these differences 

provides a deeper understanding of the strengths and limitations of each framework in addressing contemporary 

organizational challenges. 

Table 1. Comparison between Competitive Advantage and Al-Falah 

Dimension Competitive Advantage Al-Falah 

Philosophical 

Foundation 
 

Economic rationality and market 

competition (Porter, 1985). 

Tawḥīd, ethical responsibility, and 

accountability before Allah (Hasibuan, 2022). 
 

Primary Objective Achieving superior market performance 

and sustainable competitiveness. 
 

Achieving holistic success encompassing 

material, social, ethical, and spiritual well-

being. 
 

Indicator of 

Success 

Profitability, market share, growth, and 

competitive position. 
 

Prosperity, justice, stakeholder welfare, moral 

integrity, and spiritual fulfillment. 
 

Stakeholder 

Orientation 

Primarily focused on customers, 

shareholders, and competitors. 

Focused on stakeholders, society, 

environment, and accountability to God. 

Source: Adapted from Porter (1985) and Hasibuan (2022). 

Demonstrates that the most fundamental distinction between the two paradigms lies in their philosophical 

foundations and ultimate objectives. Competitive Advantage is grounded in economic rationality, where 

organizational success is measured primarily through market-based indicators such as profitability, growth, and 

competitive position. This perspective has proven effective in explaining how organizations achieve superior 

performance within competitive environments. However, its focus remains largely confined to economic outcomes 

and strategic superiority. Conversely, Al-Falah expands the meaning of success beyond material achievement by 

incorporating ethical, social, and spiritual dimensions. As a result, organizational performance is evaluated not 

only through financial outcomes but also through the extent to which organizational activities contribute to justice, 

welfare, and moral responsibility. 

The comparison further reveals differences in stakeholder orientation. Within the Competitive Advantage 

framework, stakeholders are generally viewed in relation to their contribution to organizational competitiveness 

and value creation. Al-Falah adopts a broader perspective by recognizing responsibilities toward employees, 

customers, communities, the environment, and ultimately Allah as the highest source of accountability. This 

broader orientation encourages organizations to balance economic efficiency with social responsibility and ethical 

conduct. Consequently, Al-Falah provides a more comprehensive framework for understanding organizational 

success in contexts where moral legitimacy and societal welfare are considered as important as economic 

performance. 

In summary, the comparative analysis indicates that Competitive Advantage and Al-Falah share a common 

concern for organizational sustainability and effectiveness but differ significantly in their philosophical 

foundations, objectives, indicators of success, and stakeholder orientation. While Competitive Advantage offers a 

robust framework for achieving market competitiveness, Al-Falah provides a more holistic conception of success 

by integrating material, ethical, social, and spiritual dimensions. These findings suggest that Al-Falah 

complements rather than merely opposes Competitive Advantage, thereby creating opportunities for the 

development of a broader and more balanced approach to strategic management. 

3.3. Limitations of Competitive Advantage from the Perspective of Al-Falah 

Competitive Advantage has long been recognized as one of the most influential frameworks in strategic 

management due to its ability to explain how organizations achieve superior performance through value creation, 
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differentiation, and strategic positioning (Porter, 1985). The theory has contributed significantly to understanding 

organizational competitiveness and remains widely applied across business and non-business sectors. However, 

contemporary organizational environments are increasingly characterized by complex social, ethical, and 

environmental challenges that extend beyond traditional market competition. Consequently, scholars have begun 

questioning whether organizational success can be adequately explained solely through economic performance 

and competitive superiority. Recent developments in strategic management literature indicate a growing need for 

broader frameworks capable of integrating economic objectives with social responsibility, ethical legitimacy, and 

stakeholder welfare (McGahan, 2021). 

One of the principal limitations of Competitive Advantage lies in its emphasis on economic rationality as the 

dominant basis for strategic decision-making. Within this framework, organizational success is generally measured 

through profitability, market share, growth, and sustainable competitiveness. Although these indicators are 

essential for organizational survival, they provide only a partial representation of organizational effectiveness. 

Excessive emphasis on financial and competitive outcomes may encourage organizations to prioritize performance 

targets while overlooking broader ethical and social consequences. Contemporary stakeholder scholarship argues 

that sustainable organizational success depends not only on economic value creation but also on the ability to 

generate benefits for multiple stakeholder groups, including employees, communities, and society at large 

(Freeman et al., 2021). Therefore, the market-centered orientation of Competitive Advantage may limit its capacity 

to address the increasingly complex expectations placed upon modern organizations. 

From the perspective of Al-Falah, another important limitation concerns the conceptualization of success itself. 

Competitive Advantage assumes that organizations are successful when they consistently outperform competitors 

and maintain superior market positions. In contrast, Al-Falah proposes a more comprehensive understanding of 

success that encompasses material prosperity, ethical integrity, social justice, and spiritual well-being (Hasibuan, 

2022). Within the Islamic worldview, organizational activities are not merely instruments for maximizing 

economic outcomes but are also mechanisms for realizing collective welfare and moral responsibility. As a result, 

success cannot be reduced to competitive superiority alone because such an approach neglects important 

dimensions of human and societal flourishing. This broader perspective suggests that organizational excellence 

should be evaluated through both economic achievements and contributions to the common good. 

A further limitation of Competitive Advantage is its relatively limited engagement with transcendental and ethical 

considerations. The theory is primarily grounded in empirical observation, managerial rationality, and market 

dynamics, which provide valuable guidance for improving organizational performance. Nevertheless, it offers 

limited normative direction regarding the ethical legitimacy of strategic actions or the moral responsibilities of 

organizations. Al-Falah addresses this gap by situating organizational activities within the principles of tawḥīd, 

stewardship (khilāfah), and accountability before Allah. These principles establish ethical boundaries that guide 

strategic decisions and ensure that organizational objectives remain aligned with justice, honesty, and social 

responsibility. Recent studies in Islamic management similarly emphasize that organizational sustainability is 

strengthened when strategic decisions are informed by ethical and spiritual values rather than purely economic 

considerations (Mohamad & Sarif, 2024). 

The stakeholder orientation embedded within both paradigms also reveals a significant difference. Competitive 

Advantage primarily focuses on stakeholders who directly contribute to organizational competitiveness, such as 

customers, investors, and strategic partners. While contemporary strategic management has increasingly 

acknowledged stakeholder interests, the ultimate objective remains the enhancement of organizational 

performance and competitive position. By contrast, Al-Falah adopts a more inclusive perspective that recognizes 

responsibilities toward employees, local communities, future generations, and the natural environment. Such an 

approach resonates with recent discussions on sustainability and stakeholder theory, which argue that long-term 

organizational legitimacy depends upon balancing economic performance with social and environmental 

obligations (Freeman et al., 2021). Consequently, Al-Falah offers a broader ethical framework for understanding 

organizational responsibilities in contemporary society. 

Despite these limitations, the Al-Falah perspective should not be interpreted as rejecting the importance of 

competitiveness or organizational efficiency. Rather, it seeks to expand the conceptual boundaries of strategic 

management by integrating competitive performance with ethical responsibility, stakeholder welfare, and spiritual 

accountability. In this regard, Al-Falah complements the strengths of Competitive Advantage while addressing 

several of its normative shortcomings. The analysis therefore suggests that the primary limitation of Competitive 

Advantage is not its emphasis on competition itself, but its tendency to define success predominantly through 
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economic and market-based indicators. By introducing ethical, social, and spiritual dimensions into the evaluation 

of organizational performance, Al-Falah provides a more holistic framework for understanding sustainable 

organizational success in the contemporary era. 

3.4. Toward an Islamic Strategic Management Framework Based on Al-Falah 

The comparative analysis conducted in the previous sections demonstrates that neither Competitive Advantage nor 

Al-Falah should be viewed as mutually exclusive frameworks. Competitive Advantage provides a robust 

mechanism for understanding how organizations achieve superior performance through value creation, strategic 

positioning, and resource optimization. However, the analysis also reveals that the framework remains 

predominantly oriented toward economic outcomes and market competition. In contrast, Al-Falah offers a broader 

conception of success by integrating material achievement with ethical responsibility, social welfare, and spiritual 

accountability. Recent studies in Islamic management increasingly emphasize that organizational sustainability 

requires the integration of economic efficiency and value-based governance to respond to contemporary challenges 

characterized by ethical uncertainty, social inequality, and environmental pressures (Mohamad & Sarif, 2024; 

Amar et al., 2025). Therefore, the findings suggest the need for a strategic management framework that combines 

competitive capability with the normative foundations of Al-Falah. 

The proposed Islamic Strategic Management Framework is grounded in the principle that organizational success 

should be assessed through both competitive performance and holistic welfare. Unlike conventional approaches 

that primarily focus on profitability and market position, this framework recognizes multiple dimensions of 

organizational achievement, including economic viability, ethical integrity, stakeholder well-being, social 

contribution, and spiritual accountability. Such an approach is consistent with contemporary discussions on 

sustainable management, which increasingly acknowledge that long-term organizational legitimacy depends upon 

balancing financial objectives with broader societal responsibilities. Recent studies in Islamic strategic 

management further demonstrate that organizational sustainability is strengthened when strategic objectives are 

aligned with stakeholder welfare, maqāṣid al-sharī‘ah, and sustainable development principles (Husairi et al., 

2024; Fahamsyah et al., 2025). Within this framework, competitiveness remains important, but it functions as a 

means to achieve collective prosperity rather than as an end in itself. 

At the philosophical level, the framework is built upon the principles of tawḥīd (the unity of God), khilāfah 

(stewardship), amānah (trustworthiness), and maṣlaḥah (public benefit). These principles provide normative 

guidance for strategic decision-making and establish ethical boundaries for organizational activities. The concept 

of tawḥīd ensures that organizational objectives remain aligned with divine values, while khilāfah emphasizes 

responsible stewardship of resources and stakeholder interests (Syukri et al. 2025). Similarly, amānah promotes 

transparency, accountability, and integrity, whereas maṣlaḥah directs organizational actions toward the creation 

of collective welfare. Recent studies have demonstrated that the incorporation of these principles strengthens 

organizational resilience, stakeholder trust, and long-term sustainability in Islamic institutions and business 

organizations (Purnomo et al., 2024; Rahman et al., 2024). 

From a strategic perspective, the proposed framework extends the logic of value creation beyond customers and 

shareholders to encompass a wider range of stakeholders. Organizational strategies are therefore expected to 

generate economic value while simultaneously contributing to employee welfare, community development, 

environmental sustainability, and ethical governance. This orientation aligns with emerging perspectives in both 

Islamic management and stakeholder theory, which argue that sustainable organizational performance is closely 

linked to the capacity to create shared value among diverse stakeholder groups (Freeman et al., 2021). 

Consequently, strategic success is measured not only by competitive outcomes but also by the extent to which 

organizations contribute to social justice, trust, and collective prosperity. 

The integration of Competitive Advantage and Al-Falah also redefines organizational performance indicators. 

Conventional indicators such as profitability, growth, efficiency, and market share remain important because they 

reflect organizational competitiveness and sustainability. Nevertheless, these indicators are complemented by non-

financial dimensions, including ethical compliance, stakeholder satisfaction, social impact, environmental 

responsibility, and spiritual values. This multidimensional approach is consistent with recent findings suggesting 

that organizations capable of integrating financial and non-financial objectives are more likely to achieve 

sustainable performance and institutional legitimacy in the long term (Hidayah et al., 2024; Amar et al., 2025). 

Thus, the framework provides a more comprehensive basis for evaluating organizational effectiveness in 

contemporary settings. 
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Overall, the proposed Islamic Strategic Management Framework represents an effort to bridge the gap between 

conventional strategic management and Islamic conceptions of success. Rather than replacing Competitive 

Advantage, the framework enriches it by incorporating ethical, social, and spiritual dimensions derived from Al-

Falah. The resulting model offers a more balanced understanding of organizational success in which 

competitiveness, stakeholder welfare, moral responsibility, and accountability before God are viewed as 

complementary rather than contradictory objectives. Consequently, the framework contributes to the development 

of Islamic strategic management theory by providing a holistic alternative capable of addressing the economic, 

social, and ethical challenges faced by modern organizations 

4. Conclusion 

This study reveals that Competitive Advantage and Al-Falah represent two distinct paradigms in understanding 

organizational success. Competitive Advantage is founded on economic rationality and market competition, 

emphasizing superior value creation, strategic positioning, and sustainable competitiveness as the primary 

determinants of organizational performance. In contrast, Al-Falah is grounded in the Islamic worldview, where 

success encompasses not only material achievement but also ethical integrity, social justice, stakeholder welfare, 

and spiritual accountability. Although both frameworks seek organizational sustainability and effectiveness, they 

differ fundamentally in their philosophical assumptions, objectives, and indicators of success. 

The comparative analysis further demonstrates that Competitive Advantage possesses several limitations when 

evaluated through the perspective of Al-Falah. Its predominant focus on economic performance and competitive 

superiority provides limited space for addressing moral responsibility, transcendental values, and broader societal 

welfare. Al-Falah responds to these limitations by offering a more holistic conception of organizational success in 

which economic outcomes are integrated with ethical conduct, social benefit, environmental responsibility, and 

accountability before God. Therefore, organizational excellence cannot be adequately measured solely through 

profitability, market share, or competitive position, but must also consider its contribution to human well-being 

and sustainable development. 

Based on these findings, this study proposes a reconstructed Islamic Strategic Management framework that 

integrates the strategic strengths of Competitive Advantage with the normative principles of Al-Falah. The 

proposed framework positions competitiveness as an important means of achieving organizational sustainability 

while ensuring that strategic decisions remain aligned with the principles of tawḥīd, amānah, maṣlaḥah, justice, 

and stakeholder welfare. Theoretically, this reconstruction contributes to the advancement of Islamic management 

literature by extending conventional strategic management beyond market-oriented objectives toward a more 

comprehensive and value-based understanding of success. Practically, it provides a conceptual foundation for 

organizations seeking to balance competitive performance with ethical responsibility and long-term societal 

prosperity. 
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