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Extended Abstract

Introduction

In today’s world, geopolitical instabilities, arms races, and rapid
technological innovations are rapidly transforming the traditional boundaries
of defense and security. Consequently, the defense industry has become more
critical than ever for maintaining national strategic interests. Success in this
sector is no longer merely dependent on physical assets or massive
investments; rather, it requires a distinct and harmonious set of
organizational, technological, and human competencies known as "core
capabilities". While traditional frameworks for core capabilities are
fundamental to sustainable competitive advantage, their application in the
defense industry is far more complex due to stringent security and ethical
requirements, long product lifecycles, and the necessity for state-private
coordination. Recent practical experiences, particularly the outcomes of
short-term, high-intensity conflicts (e.g. the 12-day and 40-day wars), have
demonstrated that traditional defense structures are increasingly challenged
by hybrid threats. These shifts highlight an urgent need to transition toward
agile and flexible core capabilities. Therefore, this study seeks to address the
existing gap in the literature by providing a coherent and specialized
framework to identify and develop capability-oriented strategies, aiming to
enhance the strategic resilience and competitive advantage of the defense
industry in the face of modern security challenges.

Background and Obijective

In today's global environment, characterized by escalating hybrid threats,
rapid advancements in emerging technologies, and intensifying geopolitical
competition, achieving a sustainable competitive advantage in the defense
industry necessitates a focused development of "core capabilities".
Traditional asset-based planning is no longer sufficient to respond to short-
term, high-intensity conflicts. This study aims to formulate capability-
oriented strategies tailored specifically for the defense sector, shifting the
paradigm from threat-centric planning to capability-centric agility.

Theoretical Background

The theoretical foundation of this research is deeply rooted in the Resource-
Based View (RBV) of the firm and its subsequent evolution into dynamic
capabilities. According to Barney (1991), organizations achieve sustained
competitive advantage when they possess resources that are Valuable, Rare,
Inimitable, and Non-substitutable (VRIN). However, resources such as
physical assets or capital are not inherently advantage-creating on their own;
they require effective coordination and utilization through organizational
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capabilities (Grant, 1991). Building upon this, Prahalad and Hamel (1990)
define "core capabilities” as the collective learning within an organization,
specifically the ability to coordinate diverse production skills and integrate
multiple technology streams to create unique value that is difficult for
competitors to imitate. To address highly volatile and uncertain environments
like the modern defense industry, Teece, Pisano, and Shuen (1997)
conceptualized "dynamic capabilities,” which they describe as the
organization's ability to integrate, build, and reconfigure internal and external
competences to rapidly respond to changing environmental conditions.

Methodology

The research employs a qualitative, descriptive-analytical, and applied
approach. The methodology includes a comparative analysis of international
defense experiences (e.g. the United States, China, Turkey, the UK, and Iran).
Data was gathered through a systematic literature review, document analysis,
and semi-structured interviews with 20 defense industry experts selected via
purposeful and snowball sampling. The strategic environment was analyzed
utilizing PESTLE and SWOT frameworks, while internal capabilities were
assessed using the VRIO model. Strategic options were ultimately prioritized
using the Quantitative Strategic Planning Matrix (QSPM).

Findings

The internal and external environmental analysis using the SWOT framework
revealed several critical factors impacting the national defense industry:

- Strengths: High levels of self-sufficiency in critical technologies (e.g.
missiles, drones, radar), an integrated internal supply chain, and highly
specialized, dedicated human capital.

- Weaknesses: Limited commercialization of military technologies,
excessive confidentiality hindering scientific exchange, and a structural over-
reliance on hardware over software and cognitive domains.

- Opportunities: The convergence of emerging technologies (Al, quantum,
nano), the potential for dual-use industry expansion, and a growing regional
demand for cybersecurity expertise.

- Threats: Severe international technological sanctions, escalating cognitive
and information warfare, and the risk of elite migration or brain drain.

Conclusions and Macro Strategies

To bridge the gap between current vulnerabilities and future requirements,
the study derived 20 micro-strategies and consolidated them into 7
comprehensive macro-strategies designed to enhance strategic resilience:

- Smart Deterrence: Consolidating multi-layered deterrence through data-
driven architectures and network-centric systems.
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- Technological Independence: Achieving autonomy across the defense
value chain by localizing critical components like microchips and navigation
systems.

- Dual-Use Value Creation: Commercializing defense technologies for
civilian sectors (e.g. health, transportation) to boost the knowledge-based
economy.

- Innovation Governance: Recreating agile managerial structures to reduce
bureaucracy and foster collaboration with universities and startups.

- Cognitive and Cyber Dominance: Establishing dedicated national
infrastructures to actively counter psychological operations and soft warfare.
- Technological Diplomacy: Shaping new regional orders through joint
research consortiums and technological exports to allied nations.

- Human Capital Preservation: Designing comprehensive incentive models
and knowledge management systems to retain elites and tacit operational
knowledge.
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