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Abstract: The study aimed to identify the role of job security as a mediating variable in the relationship between human
competencies and achieving institutional excellence for industrial companies in the Al Wusta Governorate in the Sultanate
of Oman. To achieve the objectives of the study, the researcher designed a questionnaire that included (45) questions to
collect primary information from the study sample which consisted of (210) employees. Accordingly, data were collected
and analyzed, and hypotheses were tested using the statistical package for social sciences (SPSS). Several statistical
methods were used to achieve the objectives of the study, including simple and multiple regression analysis. The results
obtained are as the following: 1. There is a significant effect of human competencies on achieving institutional excellence
through job security as a mediating variable, the presence of an indirect, statistically significant effect of human
competencies on achieving institutional excellence through job security, and job security mediated the relationship in
partial at a level of (0.01) in industrial companies in Al Wusta Governorate in the Sultanate of Oman. 2. There is a
significant effect of human knowledge, human capabilities, human skills, and human behaviors in achieving institutional
excellence at the level of (0.01) for industrial companies in the Al Wusta Governorate in the Sultanate of Oman. The study
recommended the following: 1. helping the company’s employees to implement the plans laid down elaborately through
their participation in setting future plans and goals. 2. Working on trust and affection between the company and its
employees by helping them highlight their talents and presenting ideas and proposals to encourage them to perform work
on time. 3. Maintaining levels of job security in the companies surveyed by improving official working relationships
between employees and exchanging appreciation and respect between superiors and subordinates.

Keywords: job security; human competencies; institutional excellence; industrial companies; the Sultanate of Oman.
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Abstract: The study aimed to identify the impact of dynamic capabilities on entrepreneurial orientation and the moderating
role of creative environment in information technology companies in Jordan. The dynamic, capabilities were measured
through five dimensions: opportunity reaction capability, resource integration capability, learning capability,
reconfiguration capability and alliance management capability. Entrepreneurial orientation was measured through four
dimensions: innovation, proactive, risk taking and aggressive competition. The study population consisted of all information
technology companies in Jordan, which numbered (262) companies. The researcher relied on the comprehensive survey in
the study and analysis of the population. The questionnaire was used as a tool in collecting the required data, (130)
questionnaires were retrieved, which constitutes (49.6%). A number of statistical methods have been used, such as
multiple linear regression, and hierarchical regression.
The results showed that the level of the study variables (dynamic capabilities, entrepreneurial orientation and creative
environment) all came to a high degree, and that there was a significant impact of dynamic capabilities on entrepreneurial
orientation of information technology companies in Jordan, and that creative environment had a significant role in
improving the impact of dynamic capabilities on entrepreneurial orientation in information technology companies in
Jordan.
The study suggested a number of recommendations, the most important of which are: that information technology
companies should encourage employees to attend training workshops, work to introduce modern methods at work, search
for suitable partners to engage in joint business with them, support research and development projects, pay more attention
to direct and indirect contacts between employees, to ensure the flow of information more and easier, and to provide an
atmosphere that helps to shape employee behaviors in line with the company’s culture.

Keywords: Dynamic Capabilities, Entrepreneurial Orientation; Creative Environment; Information Technology Companies;
Jordan.
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Abstract: This research aims to review the previous studies which played a role in scientific research in determining the
impact of emotional intelligence on the effectiveness of transformational leadership, and the mediating role of wisdom.
For achieving the research’s goals, the descriptive method was used. For that, the researcher selected a deductive
thinking way in forming the theoretical framework. Accordingly, the research made the chapters to cover the research
variables, which are: Emotional Intelligence (Self-Emotions Appraisal, Others-Emotion Appraisal, and Social
Communication), and transformational leadership (Idealized influence, Intellectual stimulation, Inspiration,
Empowerment), and the mediating variable (Wisdom). The research revealed that emotional intelligence has a significant
impact on transformational leadership, during the existence of mediating role of wisdom, but in a low degree. And that
was because of the insufficient studies, which the researcher used. Therefore, this research recommends future
researchers to focus on making studies about the wisdom as a mediating variable between emotional intelligence and
transformational leadership with the same sub-variables in applied research method.

Keywords: Emotional Intelligence; Wisdom, Transformational Leadership; Leadership.
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Abstract: This study dealt with the impact of after-sales services on achieving competitive advantage as a field study on
some electrical tool’s companies in El-Obeid city. The questionnaire was used as a tool for data collection. The study
followed the descriptive and analytical approach to analyze the data. The study reached several results, including: The
study showed that there is a relative gender equality between the customers of electrical products companies in North
Kordofan state, that the age of more than half of them are young people, and that most of the customers of electrical
products companies are university students. That the average number of times to purchase devices is more than three
times. It recommended that electrical companies pay attention to the warranty process on their devices to ensure a
competitive advantage.
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Abstract: The study aimed to know the impact of organizational culture with its dimensions (values, beliefs, trust,
attitudes, participation) on human capital with its combined dimensions (skills, experiences, capabilities, knowledge,
innovation), and the modified role of strategic intelligence in the Ministry of Health in the State of Kuwait. The study

population is represented by administrative workers in the health areas of the Ministry of Health in the State of Kuwait.
These areas are (Al-Sabah Specialized Medical District, Capital Health District, Hawally Health District, Jahra Health
District, Farwaniya Health District, Al-Ahmadi Health District, and Mubarak Al-Kabeer Health District) and their number is
(2748), and the sample number for the community was (338). Distribution of (380) questionnaires as a matter of
precaution, and (344) questionnaires were returned for analysis. The study concluded that there is an impact of

organizational culture with its dimensions on human capital with its combined dimensions in the Ministry of Health in the
State of Kuwait and found that there is an impact of strategic intelligence in improving the impact of organizational
culture by its dimensions on human capital in the Ministry of Health in the State of Kuwait. The study recommended the

support of strategic intelligence practices in the organization that work to help bosses make sound decisions.
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Abstract: The problem of this study is seeking to answer the question whether the COVID-19 pandemic has a
serious effect on the Saudi economy or not. The main objective of the study is to highlight the degree of the
Saudi economic flexibility in response to external shocks by using more frequent method, which is long
memory technique, that is suitable in analyzing and forecasting such phenomena. By examining the time
series of oil prices in the study between November 1990 to December 2020, the series turned out to be
unstable and after the first difference stabilized the time series of oil prices. The test of random long series
tests turned out to follow random long memory and by comparing between several different models of ARMA
models, hence the best model to represent the series was the ARFIMA model (AR=2,d=.469, MA=3) the
model was estimated using Eviews10, and the estimated model ARFIMA Model (2, 0.469, 3) was used to
predict oil prices in 2021 and the results of the forecast showed that oil prices haven't risen after the COVID-
19 pandemic, indicating the strong impact of this pandemic on important strategic commodities, including oil
prices. The results are consistent with the theoretical foundations and previous studies which were so
reliable in the analysis, interpretation, and prediction of future oil prices .These results confirmed many
studies in that it contributes the theoretical and practical debate of the pandemic, hence there is an enhance
to future studies.

Keywords: COVID-19 pandemic; oil prices; long memory model.

1. Introduction

The impact of the COVID-19 virus and the decline in world oil prices has been reflected in the Saudi budget
figures announced on December 15. Oil and non-oil revenues for 2020 fell to 770 billion riyals (about 205 billion
dollars), or about 16 percent compared to last year while the deficit increased by 12 percent, or about 298 billion
riyals (about 7 79 billion) of GDP.

COVID-19 Pandemic has a burden on the world's economies without exception, but Saudi measures counter
its effects more over have contributed in saving the country's economy and providing various support packages
(which exceeded 200 billion riyals, or about $ 53 billion), supporting non-oil revenues and reducing operating
spending, in addition to delaying or canceling some projects. As most sectors began to recover, this bodes well for
better economic indicators in 2021, as revenues grow by 10.3 percent on an annual basis, with improved oil
revenues and the huge annual impact of raising the value-added tax. Also, reducing expenses by 7.3 percent on an
annual basis will contribute in reducing the budget deficit to 141 billion riyals ($ 37.58 billion).” In 2021, the
budget is expected to have a decrease in capital spending by 26.3 percent to 101 billion riyals (26.93 billion
dollars) in order to allow more room for the private sector to invest. "

Public debt in Saudi Arabia recorded 34 percent of GDP in 2020 while there was an increase in spending by
about 5 percent compared to initial estimates. 2020 was an extraordinary year. COVID-19 also left effects on the
2020 budget by increasing expenditures, especially after the closure measures, as growth declined sharply, and
the private sector recorded a decline of -10 percent on the overall average. In manufacturing, social services,
construction, restaurants, hotels, retail and telecommunications, the average decline was 5 percent.
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Oil is an important strategic commodity. Oil prices contain huge dynamic variables surrounding this
commodity; thus, the study of oil prices is one of the most complex studies because in addition to the dynamic
variables, there are economic rules that control supply and demand as well as political and climatic conditions. All
these matters make studying and forecasting oil prices very difficult.

Consequently, the research problem is represented in finding a quantitative model used as a basis for
forecasting oil prices within the COVID-19 pandemic. Accordingly, the research problem can be summarized in the
following questions:

e The first question is" what is the most appropriate statistical model to predict oil prices in the presence of the

COVID-19 pandemic?"

e The second question is, "is the COVID-19 pandemic affecting Oil Prices?"
e The sub-question: What are the oil prices in the short and long term?

The importance of the research lies in the use of statistical methods that accurately predict oil prices in light
of the COVID-19 pandemic and this unprecedented pandemic in history is considered one of the emergent
phenomena occurring in the modern era, as its impact extended to all economic activities in the world as a whole,
Petroleum globally and in the Kingdom of Saudi Arabia in particular. The research aims to identify the appropriate
statistical model through which oil prices can be accurately predicted during and after the pandemic. It measures
to which extent the impact of this pandemic extends to oil prices and its impact on global economies, specifically
the economy of the Kingdom of Saudi Arabia.

1.1. Research methodology:

The research used the methodology of The Auto-Regressive Model frictional integrated moving average
(ARFIMA). It is a suitable model for oil prices, which is characterized by the random long memory phenomenon.

1.2. Literature Review:

Sahid and Mukiddish (2014) took up this in Daddy RaSS use of ARFIMA for the forecasting of 'oil prices'.
Given a great importance that oil prices are gaining in the realization of the Barr goals among the 'Economic’
development about to all countries which exported or imported it and where that petroleum is considered as an
engine 'to the economy.' It forms long memory (ARFIMA) for predicting the prices of the petroleum through the
14 months next beginning from January to Dec 2014. Form ARFIMA, (1,0.465,0) is convenient to represent and
predict the prices of petroleum.

Heni boubaker et sghaier (2014) aimed to test the existence of dynamic fractures in both revenues and
volatility of oil prices. A set of dual-reproducible long memory models is used for a range of phenomena to suit the
dynamic structure of the series being analyzed; among the most important findings of the study are: checking the
dynamics of long-term  series models in relation to daily returns and changes
for oil prices, therefore, I took three pairs of long-series models.

Karia et al. (2012) used (ARFIMA) to predict oil prices (CPO) in Malaysia, which is characterized by their
series temporal feature long-term memory and that from thorough evaluation. The two models use some
precision statistic scales eg, Root Mean Squares Error (RMSE) and Average Squares Error (MSE).

Mostafaei and Sakhabakhsh (2011) dealt with the prediction of the price of OPEC oil using (ARFIMA). They
tested the researcher’s style on the Detrended Fluctuation Analysis (DFA) for a series of oil prices for OPEC
weekly (through the period of time January 3rd 1997 until June 11t 2010), they have proved evidence on the
presence of memory power. The selection form ARFIMA (p, d, q) automatically appreciate using Khandakar-
Hyndman algorithm to define p q and d Haslett algorithm and Raftery to appreciate the teacher's basin. The best
form is ARFIMA (2,0.34,3) in which it uses it to predict the prices of oil in a OPEC by the end year 2013.

Erfani and Samimi (2009) adopted the prediction of the state of the long-term memory of the stock price
index using the (ARFIMA) by using 970 sq% of the daily data during the period of time 26t March 2003 to 8t July
2007 from Tehran Stock Exchange.

Karemera and Kim (2006) came under the heading of evaluation of accuracy in forecasting of models,
exchange rates, and ARFIMA (Nominal exchange rates and a comparison of their ability to predict with the
structural monetary models and the stochastic flow model, where the monthly data were used for Canada, France,
Germany, Italy) from 1973 until December 1998.

The research consists of (4) parts, the first part is the introduction, the second part is the theoretical
framework, the third is the analysis of the results, and the fourth part is the results and conclusion.

2. Theoretical Framework

The 'time series analysis' method is considered an important 'statistical’ method for forecasting, and this
method has been used in many commercial and economic applications. They are processes that have been used on
a wide scale in various fields of science, such as astronomy, hydrology, mathematics, computers, finance, and
economics. Through its representation of the time series feature, it is characterized by long-term memory -, a new
method which contributes to the time series analysis, identifies the quality of its own memory, and then builds an
accurate statistical model in future predictions, especially in the case of traditional methods such as fail-style
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(ARFIMA(p, d, @)ARIMA). The model has a high reliability, or the model fails to exceed the tests and the checks
necessary for the statistical hypotheses.

2.1. Mathematical form of the form: (ARFIMA Model)

ARFIMA forms are models developed by both Granger and Joyeux (1980) and Hosking (1981). They are

considered an extension for models Box and ]enk ins ARIMAWhen taking the differential coefficient
dTrue values confined to (0.5,0.5-), and its importance is that it allows the modeling of short -term behaviors of
the time series through parameters of self-regression and moving averages, and long-term behaviors through
parameters of fractional integration.

It is known that the auto-regression model and the integrative moving averages (ARIMA model) can be
expressed in the following formula:

o)1 - L)dxt = 0(L)e, (1)
Where:

P q
o) = (1—2@ L‘) ; G(L)<1+20j u‘) @
i=1 =1

V and are respectively polynomials in the parts and for the model, which is finite , and express backward
displacement:0(L)<@(L)LAR(p)MR(q) L
Where:

LX; = X1
€t~1i.d.(0,02)

This is known as a 'model'(ARIMA model) just if you took values correct. d

While it can be considered a model ARFIMA for model ARIMA when It takes values that are not correct,
allowing the property of long memory to be achieved within the limits ofd0 < d < 0.5

Definition of:ARFIMA expresses the typical form as follows: ARFIMA(p, d, q)

B(LY(1 - L)X,0(Le, 3
Where:
q qp
0(L) = ) (=81, 0(L) = ) (-0
j=0 i=0

Represent, respectively, the polynomials inl, CZain and AR(p)For the model of degree and respectively, is
considered to be a " backward displacement " effect where itis. MR(q) pqLLX; = X;_;

It is called a process fractional differences when it expresses coefficient fractional differences that are
reflected and fixed in the case roots of: {X},_,d 0(L)<@(L) Located outside circle unit, and . The white noise

process (|d| < %: {€:},,White Noise), where that:

V(e) = 0%5 E(e) =0 ;€iiq002)

deR

represents coefficient of fractional differential and, which can be calculated through the following equation:
ddeR

(1—md=2;Q)«mK=2;mwi @)

Where is:

1
=sha(-1-a),  j23

d
k 1
John and Victoria, invertible (2001) for values of, the process is inverted|d| < > (1-L)d

We can define, so that it expresses a process. U, = (1 — L)X, {U,JARMA(p, q)

The characteristics can be studied by assuming the state of the model on the figure. ARFIMA(O, d, 0)
r(k+d)(T(1-d)
T(k—-d+1)I(d)

2
Ifitwas|d| < iThe Yo ( ) < 0, and the process is defined in equation (4) as being practical.

Where define a function self-correlation she has as follows: p(k) = Y(k)/y(o) ,pk) =

Which is written in the following asymptotic form:

ra-d
mm~iREJWW1
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Notably, 'clarification' is a process ARFIMA (p,d, q) characterized by the long memory when, and the middle
memory when,d € (0.0,0.5)d € (—0.5,0.0) and memory is short when.
d=0

3. Analysis

The study used time series data for oil prices in dollars covering the period from 1990 to 2020, focusing on
the impact of the COVID-19 pandemic during the period from the end of 2019 until now. The study period is
characterized by that as it had witnessed a number of developments in the global economy. The global oil market
has witnessed since the inception of the oil industry in the late nineteenth century and early century, the
twentieth, to the end of the current century. From the year 2016, several economic and political situations and
changes affected the forces and the size of the oil market in each particular era marked before 1945 AD with the
domination of international oil companies and the exploitative and monopolistic control over the economies of the
countries.

Developing oil. The period after World War II was marked by rapid expansion of construction and
reconstruction, economic recovery in Europe and Japan and the transformation of oil into global fuel. During the
period from 1973-1980 the oil market became a monopoly market for the few OPEC countries, and this is what
affected OPEC negatively and began to lose its strength. From 1981-2016, the oil market, at this stage, became a
competitive market, and was also marked by instability in the economic and political situation, security, and the
emergence of globalization. From 2016 to 2020, global oil demand growth declined at a rate of 9% in 2019. Itisin
the lowest level in nearly eight years. At the end of 2019, the COVID-19 virus appeared, and in 2020, indicating the
expansion of the epidemic to reconsider the rates of the decline in oil demand. Consequently, the price fell below
zero, which is a precedent that did not occur in the history of oil prices, and oil prices began to recover and
gradually rise after the measures taken by countries in the face of the effects of the COVID-19 pandemic and the
return of economic activities in most countries of the world to work gradually until it arrived at the end of the year
2020 costs about $ 49.85 on average.

3.1. Characteristics of the data:

In the characteristics of the data, the basic statistics of the data are examined to ascertain the existence of the
normality of the data. Therefore, the shape of the data distribution can be determined, which helps in its suitability
for examination and analysis as a random time series, and the consequence of that in giving accurate predictive
values for the series outside the study period. All this leads to an integrated knowledge of the nature of the
variable under study by interpreting its movement according to the proposed statistical model, which is a model
(ARIFMA)

Table (1): Descriptive statistics of time series data

Mean 48.44229
Median 42.07500
Maximum 132.8300
Minimum 10.41000
Std. Dev. 31.07671
Skewness 0.715471
Kurtosis 2.351838
Jarque-Bera 37.22130
Probability 0.000000
Sum 17536.11

Source: prepared by the researcher from E views output

From Table (1), we note that the average oil price during the study period is about 48 dollars, with a large
deviation estimated at 31 dollars. The distribution of the data is none -normal, as indicated by the test (Jarque
Bera). This statistical result indicates the great turmoil in oil prices during the study period and its fluctuation
from one period to another. This indicates a form of a randomness in the time series under study, and thus its
suitability for study through statistical time series tools. The values of the coefficient of skewness and kurtosis
indicate the non-alignment of the distribution. The positive distortion of the distribution indicates that most real
prices below the average may have been affected by long periods of decline compared to the increases, as
confirmed by OPEC reports in the recent period.
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Sample: 1990M11 2020M12
INncluded observations: 362

Autocorrelation Partial Correlation AC PAC O-Stat Prob
I i 1 0.988 0.988 356.64 0.000
! | 2 0.968 -0.414 699.29 O0.000
1 i 3 0.943 0.017 1026.0 O.000
| (— =] 4 0.920 0.099 1337.8 O0O.000
| (—— [N 5 0.899 0.017 1636.3 0.000
| (—— N 6 0.880 0.023 1923.1 O0.000
| (—— =1 7 0.864 O0.070 2200.0 O.000
1 K 8 0.849 0.008 2z2468.5 O0O.000
1 =1 o9 0.837 0.067 2730.1 O0O.000
| K 10 O.827 O0O.014 2985.8 O0.000
1 [l ] 11 0.816 -0.070 3235.5 0.000
1 [N 12 0.803 -0.004 3478.5 0.000
[ — [N 13 0.791 0.035 3714.7 O0O.000
[ — = 14 O.780 O0.067 3944.9 O0O.000
| (— N 15 0.770 0.028 4170.3 O0O.000
| (— =] 16 O0O.760 -0.087 4390.5 0.000
1 N 17 0O.750 0O.027 4605.4 0O.000
1 N 18 0O.740 0.043 4815.4 O.00O0
! o 19 0.732 0.036 5021.3 O0.000
1 1= ] 20 0.723 -0.065 5222.9 O0.000
| (— N 21 O.714 -0.011 5420.0 O0O.00O0
| (— [l 22 0.704 -0.035 5611.9 O0.000
[ — i 23 0.691 -0.019 5797.7 O0.000
[ — [N 24 0.679 0.038 5977.5 O0.000
1 K 25 0.669 0.043 6152.3 O0.000
1 [ 26 0.657 -0.122 6321.7 O0O.000
! | 27 0.647 0.122 6486.3 O0.000
! R 28 0.638 0.019 6646.9 O0O.000
1 [ 2o 0.631 0.012 6804.3 O0O.000
[ — [ 30 0.625 0.008 6959.4 O0.000
[ — i 31 0.620 -0.02Z20 7112.2 O0O.000
[ — NN 32 0.614 0.015 7262.7 O0.000
[ — K 33 0.608 0.037 7410.9 O0O.000
1 1 34 0.600 -0.128 7555.7 0.000
I o 35 0.592 0.012 7696.7 O0.000
I o 36 0.582 0.001 7833.4 O0O.000

Figure (1): the plane autocorrelation function
Source: E views output

Out of figure (1), partial autocorrelation analysis indicates the presence of a single bump, which confirms the
hypothesis of the existence of the long memory model. This is considered a preliminary test for the existence of
the long memory phenomenon. This means that the values degrade slowly compared to the hypothesis of long
memory in which the values deteriorate rapidly. Therefore, the autocorrelation function analysis can give a
preliminary indication about the presence of the long memory phenomenon in the data through protrusions
outside the confidence intervals, as indicated in the table on the autocorrelation function. This initial examination
should be accompanied by a deeper examination that reveals the Horst statistic that conclusively determines the
severity of the long memory presence in the string data.

3.2. Stationary of the data:

From the output of the data stability test table, the table indicates the instability of the data series in the plane
using the Daily Fuller and Daily Fuller augmented test in the plane before the differences. After taking the first
difference, the data series were stabilized, as indicated by the Dicky Fuller and Dicke Fuller augmented test results.
These statistics and tests on the stability of the series pave the way for sound methods to study the time series and
give a general overview about the nature of the series and the extent of its approach to the assumptions related to
the time series of economic data. From the stability tests, it can be said that the series data reflects the nature of
the economic phenomena that are characterized by fluctuation through the instability of variation and the
tendency of the general trend. All this leads to the smoothing of the series through the first differences resulting
from the stability of the series as confirmed by the results of the stability tests.

3.3. Better Model to Sample data:

Long memory models are statistical models that represent strong correlations or dependencies between time
series data. This type of phenomenon is often referred to as "long-distance memory" or "long-distance addiction."”
This refers to the permanent correlation between distant observations in the time series. For scalar time series
observed at equal time intervals and covariance steady’s, this is usually self so that the mean, variance, and
autocovariance (between observations separated by lag j) do not change over time. It means that the covariance
declines very slowly, like j. It grows so that it can never be totaled. However, you can also refer to specific non-
stationary time series, including those with autoregressive unit roots. This shows an even stronger 1 correlation
with long lags. Evidence of long memory is often found in economics.

Using (E views) software to extract the best ARMA data model was the best model according to a standard
Akaike which is (2.3 After making trial and error attempts) using the computer. Twenty different models have
been developed. Standards were calculated Akaike for them, it was found that the model that received the lowest
standard Akaike is the model consisting of two slowdowns and three moving averages. Moreover, the different
models were evaluated according to the quality regression and correlation test criteria. The following figure
shows the different tested models with stats Akaike. Each model and the best model chosen is consistent with the
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assumptions of economic time-series stability and with the consequent subsequent tests of the series such as
examining the long memory model:

Akaike Information Criteria (top 20 models)
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Figure (2): Models ARMA According to standard Akaike
Source: E views output

3.4. Long Memory Model:
Table (2): estimating model ARFIMA Long random memory

Variable Coefficient STE t-Statistic Prob

C 45.15439 1502.323 0.030056 0.9760
D. 0.497484 0.008353 59.56088 0.0000
AR (2) 0.706104 0.038884 18.15902 0.0000
MA (3) -0.170409 0.056378 -3.022620 0.0027
SIGMASQ 32.07225 1.555568 20.61771 0.0000
R-squared 0.966699

Akaike info criterion 6.356228

F-statistic (2590.828) Prob (0.000000)

(Horst coefficient) H 0.969727797

(Fractional differential coefficient) d 0.469727797

Source: prepared by the researcher from E views output

From the table above, we note the following:

Constant coefficient refers to the continuous increase in oil prices, the long memory coefficient is positive and
significant. The second difference coefficient is positive and significant, and finally the third moving average
coefficient is negative and significant. The fractional differential coefficient is equal to (0.469727797) and this
indicates the presence of long stable memory in the oil series data during the study period.

65
60 "FMV:"‘yuw’*.y\,,;ﬁsw'«\,twr"‘\yhﬂqa-m«,m-,/\x.,vlvA,tvp..-"~"\ g e e o™ Forecast: SERIES02F
b Actual: SERIES02
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50 |
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A5 ety esaties ™o b e A Aemeas ettt Root Mean Squared Error  31.32459
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404 Mean Abs. Percent Error  77.85345)
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Figure (3): forecasting oil prices in 2021
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Summary of the statistical results of the long memory model indicates a significant bug of the model after
passing the statistical tests. The oil series during the study period can be used in future oil price forecasting. The
inequality prediction test (3) also indicates that the predicted values can be statistically reliable. The table below
shows the predictive values of oil prices during 2021 according to the coincident forecasting model.

Table (3): predicted values

Period forecast value (USD)
January 2021 45
February 2021 45.2
March 2021 45.2
April 2021 454
May 2021 45.1
June 2021 455
July 2021 449
August 2021 45.2
September 2021 45.1
October 2021 451
November 2021 45.2
December 2021 45.2

Source: prepared by the researcher from E views output

4. Results and Conclusion

4.1. Search Results:

e Qil prices are characterized by volatility and stability during the study period (November 1990 - December).
This result is confirmed from the data analysis.

e Use the power of time in the study period after the oven first, so it was valid to use the Time-series analysis.
This result is confirmed from the data analysis.

e Analysis of the self-correlation function and the value of the Horst coefficient proved that the time series of
oil prices in the study period is characterized by long memory.

o The ARFIMA model is a convenient model for the time series data of oil prices in the study period. As shown
by the results of the model and data processing.

e The results of the model (ARFIMA) are reliable in the interpretation and prediction.

e Forecast values indicate the stability of oil prices during the post-kr pandemic year (there is no rise in oil
prices for the post-kr pandemic period) which means that the Saudi economy will be affected like most
leading countries in the world.

e Because of the fall in oil prices and that they may continue to fall as predicted values indicate, Saudi Arabia's
revenues will be affected and this may be reflected on expenses and economic activity. So it can be said that
the pandemic kr has a negative impact on global economies generally and the Kingdom in particular as
shown by the results of the study. But as the result of high volume of the reserves in the Saudi economy in
form of foreign currency, the Saudi economy can be able to cochin the ramifications of the pandemic.

4.2, Conclusion:

By reviewing the search results, which the COVID-19 pandemic kr contains, it had a significant impact on the
oil prices globally in general and Saudi Arabia in particular since the beginning of the pandemic at the end of 2019
and even 2020. The results of the prediction reveal that the impact of the pandemic on oil prices will continue to
longer periods. The results indicate that the impact of the pandemic may be continue to several years, hence the
ability of each economy to withstand facing the pandemic rest on its structure of the economic, here the small
economies may suffer more than the large economies because they could not be able to sustain growing for long
years. Here as far as the Saudi economy, it said that the economy is large and well based so the pandemic will
result in light effects.
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Abstract: Under the pressure to improve strategy implementation effectiveness and organizational
performance, several government officials look for new tools and methods to have greater public
organizational performance. By improving the public organizations' performance, public value and citizens
trust in government will be improved. Saudi Arabia is a country in Western Asia and one of the Middle East
countries which depends on its natural resources (i.e. oil and gas production) as the primary source of income
(Such countries are named rentier states). However, Saudi Arabia was trying to reduce its dependence on oil
and to have a diverse set of products that feed its income since the '70s of the last century. This notion has been
injected by Saudi government officials into their national strategies (i.e. 5- year national development plans).
However, several contemporary analyses show that Saudi still depends on oil as the primary source of income,
which means that its national strategies implementation is not achieving its foremost objectives. Not achieving
the strategic objectives keep the organisational performance low which accumulatively will have an impact on
the whole government and the country’s economy. Based on a sample from Saudi public organisations, the
research describes the strategy implementation dynamics and issues along with the drivers that have animpact
on implementing effectiveness that leads to the organisational performance improvements in which -at the
end- will lead to improvements in the economic performance of the country. One of the key findings of the
research indicates that having a coordinated body for the strategy implementation activities across the
organisation is the first ranked driver for having successful strategy implementation.

Keywords: Strategy implementation; strategic management; implementation success; public sector;
quantitative analysis; Saudi Arabian economy; Organisational performance.

1. Introduction

Strategic Management is a critical process for improving the organisational performance. Aligning the
organisation’s resources to the strategic objectives and targets will boost the performance of any organisation
(Poister, 2010). Strategic management encompasses the development and implementation of the strategy. In the
development phase, we formulate the strategy and define the required objectives and targets. However, in the
implementation phase, we define the required activities to implement that strategy. Organisations, private and
public ones, adopt strategic management processes in different industries and sectors (Bryson, Crosby, & Bryson,
2009).

Across the world, organisations incorporate their dreams and ambitions within the strategy that they are looking
to achieve. They spend and dictate time, resources and efforts for this. Nevertheless, the main challenge
organisations are facing is residing in how to achieve those dreams and ambitions, and implement the strategy
successfully. Notwithstanding, the perplexing factindicates that managers focus on planning the strategy more than
on the actual actions and decisions needed to implement the strategy (Fishman, 2009). Strategy implementation is
an essential ingredient in the success formula for any strategy and a vital aspect that managers need to focus on
(Elbanna, Andrews, & Pollanen, 2016).

In the mid of last century, oil has been discovered in Saudi Arabia. Since then, the country’s leadership intends
to utilise the fortune of selling oil to establish a diversified economy that depends on a basket of different sources
of income. To achieve this, Saudi leaders directed their government to adopt this aim in their national strategies and
development plans. However, several recent studies show that Saudi's economy is still oil-dependant which
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represents around 90% of the annual national Saudi budget. Accordingly, we can see that there is an issue in
implementing the Saudi national strategies, that leads to unintended results (Albassam, 2015).

As a result, the problem that this research is addressing relates to the issue of not achieving the strategic
objectives due to ineffective strategy implementation. Several drivers have an impact on strategy implementation
and will help in improving its effectiveness. So, this research is trying to answer the question: ‘What are the drivers
that have an impact on the effectiveness of strategy implementation in Saudi public sector organisations?’, and to
confirm the importance of strategy implementation and to have a better understanding of the strategy
implementation dynamics. Achieving those objectives will be through exploring the strategy implementation
practice in public sector organisations in Saudi Arabia, which is one of the Middle East countries.

The importance of this study stems from its purpose to conclude and create actionable and empirical knowledge
to help Saudi government officials in improving their strategy implementation. Providing the key drivers to improve
the strategy implementation will help in forming action plans and transforming the theoretical knowledge that
exists in research participants’ experiences into practical knowledge.

Strategy Implementation:

Researchers focus on strategic planning more than strategy implementation, which can be observed in the
difference between published research articles on strategic planning versus the ones for strategy implementation.
However, several researchers indicate the importance of strategy implementation over strategic planning in
achieving organisational objectives and in improving organisational performance. (Noble, 1999)

In literature, there are several strategy implementation models and frameworks which differ when used in
public or private sectors. For performance measurement-based models, we have the balanced scorecard model that
addresses the financial and non-financial aspects of the organisation. The scholars built the model on measuring the
performance of implementing the strategy in light of defined targets. Moreover, they introduced the concept of
having a body within the organisation that is responsible for managing the process of strategy implementation and
measuring the performance (Kaplan & Norton, 2005). Several public sector organisations in Saudi Arabia use this
model in managing their strategies.

Another model introduced by Higgins (2005) provides the organisation’s management with the required tools
and mechanisms to assess, enact and monitor the strategy implementation. This model is called the eight ‘S’s model
which includes the following components; (a) the organisation’s strategy and purpose (b) the organisational
structure that will be responsible for strategy implementation activities (c) the processes and systems that the
organisation use to monitor the implementation of the strategy (d) the leadership and management style that have
an impact on the implementation approach (e) the staff who will perform the strategy implementation activities
and their skills and capabilities (f) technological resources and proper infrastructure (g) the shared values that
form the organisational culture (h) and the last one is the strategic performance which addresses the intended
targets and objectives by the organisation.

Hrebiniak (2013) addressed the strategy implementation in his model ‘making the strategy work’ which looked
at strategic management from the implementation angle. This model consists of several components. The corporate
strategy component tackles the business diversification and the portfolio of the organisation along with the
distribution and allocation of resources. The corporate structure component addresses the organisational structure
and its role in supporting the strategy implementation efforts. The integration component considers how to
integrate the different units within the organisation structure. The business strategy component addresses the
different products and services provided by the organisation and the right mix of resources and skills to compete in
the market and achieve the intended strategic objectives. The business structure component looks at aligning
structure with the business strategy. The last component is the incentives and controls, which focuses mainly on
measuring the performance of execution (Hrebiniak, 2013).

Strategy implementation has a positive impact on organisational performance. Several studies discuss this
impact specifically in the public sector and how having effective strategy implementation will boost organisational
performance and increase public value (Elbanna & Fadol, 2016). Several drivers are affecting the effectiveness of
strategy implementation thatleads to better organisational performance. Alignment between the objectives and the
organisational activities is one of the drivers. Another driver is the initiatives that translate the strategic objectives
into projects and programs (Sabourin, 2015). Other studies address different drivers, such as organisational
leadership and the effectiveness of communication in having an effective strategy implementation practice within
the organisation (Schaap, 2012).

Based on previous discussions, the researcher came up with the following hypotheses:
e H1: Improving Strategy Implementation Effectiveness will positively impact the Organisational Performance.
e H2: Different drivers are positively impacting the strategy implementation effectiveness.

Several scholars in previous models and other studies addressed the problems that face the implementation of
the strategy. Lindge Pedersen (2009) describes the organisation as a human who can be diseased in which will
affect his behaviour and organisms act. Similarly, organisations diseases can impact the implementation of their
strategies. Examples of those diseases are resistance, group-thinking and underperformance. Hrebiniak (2013)
addresses different obstacles to strategy implementation in his model, such as the focus on planning more than the
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implementation from the managers' perspectives who see their work is to plan and others to implement. Another
obstacle is seeing the planning and implementation as separate components of the strategic management without
considering the strong relationship between them. Other obstacles are the people required, the amount of
communication that needs to take care of it, lack of ownership, unclear governance and unclear strategy plan.

This study is trying to help the managers in boosting strategy implementation and help in reducing the impact
of the mentioned problems. Based on the preceding discussion, the following figure depicts the research framework
that will guide the research efforts.

Strategy Implementation Drivers
» Staff who understand the organisation’s m S <o
strategy =5 ”% » 8» g
* Have clear strategic directions === g 2
« Alignment between human resources goals s 28 22
with the organisation’s strategy 5 g8 < 2 %
« Information technology “ 8 ° =
* Others
Figure (1): The Research Framework
Saudi Arabia:

Saudi Arabia is one of the primary exporters of oil supply with more than 25 per cent of the reserved oil on the
planet. Moreover, producing oil in this country is much less expensive compared to the rest of the countries
(Niblock, 2004). This oil is the primary source of income for this country. Therefore, Saudi Arabia is a rentier state
that depends on natural resources to feed its economy. Having said that, the political and social life is affected by
this economic setup; as the primary source of income will not be the country’s people but the natural resources
(Auping, Pruyt, de Jong, & Kwakkel, 2016).

Another aspect that needs to be considered in this discussion is related to the turbulence that is happening in
the oil prices in recent years and the new scientific developments in having more safe and cheaper renewable
energy. These dynamics make more pressure toward the inevitable direction to have a diversified economy. Leaders
of the country realised this fact and launched a new strategy in 2016 named Saudi’s Vision 2030 in which they aim
to diversify their economy and reduce their dependency on oil by implementing a series of nationwide initiatives to
change their society culture to have more productive people who will be participating in the economy and become
the primary source of it. Hence, having a successful implementation of the strategy is crucial at this historical stage
of the country (Noél, 2016).

2. Research Method

The middle managers in public organisations have more hands-on in daily strategy implementation activities
than high-level management. Therefore, they were the target audience for this research. The research survey
questions have been sent to the middle managers in Saudi public sector organisations using an online platform
called SurveyMonkey [www.surveymonkey.com]. This platform is an online paid service which is used to create an
online survey, collect responses and make the analysis.

2.1. Unit of analysis:

The organisation as a whole is the unit of analysis and not other units like the business units. That is due since
the research is looking to identify the main drivers that have an impact on strategy implementation, which has an
impact on organisational performance. So, we are addressing here the strategy implementation and the overall
performance of the organisation (Elbanna, 2006; Nutt, 2011).

2.2. Population:

Saudi population reached 10.7 million in 2016, 1.2 million of which work in the public sector. However, ordinary
employees who are not doctors, teachers or practitioners with specific similar professions comprise around 0.4
million. The population of this research represent the middle management layer of those employees who are at the
tactical level and report to top management.

2.3. Sample:

Desktop research has been conducted to select the organisations that participated in this study to ensure that
they have a defined strategy. The online questionnaire has been sent to the middle managers (i.e. manager, senior
manager, project manager and others) in those organisations using their official emails. Two hundred and three
middle managers received the questionnaire. This targeted sample represents 61 public organisations in Saudi
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Arabia from different industries. The following table depicts the distribution of managers across different
organisations.

Table (1): The Distribution of Targeted Participants in Organisations

Number of Number of organisations that have the same number of Total number of targeted managers
managers (A) managers (B) (A*B)

1 12 12

2 15 30

3 14 42

4 9 36

5 2 10

6 5 30

7 1 7

8 1 8

9 1 9

19 1 19
Total 203

2.4. Respondents:

86 responses received from the different middle managers out of 203. However, after reviewing the responses,
68 were considered valid responses, which leads to a response rate of 33.49 percent. The responses were of good
quality since the respondents answered most of the questions which indicate their interest in the research topic.
Furthermore, respondents provide demographical information about themselves which depicts in the following
table:
Table (2): Demographical information

Sr. Variable Value with the highest Percentage Value with the lowest Percentage
response rate response rate
1 Gender Male 89.7 Female 4.4
2 Attended strategy training No 56.3 Yes 429
3 Current Title Manager 42.6 GM Assistant 1.5
Senior Manager 14.7
Director 14.7
4 Age 31-40 54.4 21-30 5.9
5 Education Bachelor’s 63.2 High School/ Doctoral 1.5
6 Organisation Employees Above 500 69.1 101-300 4.4
7 Experience 6-10 25 1-5 11.8

2.5. Findings:
Insights from the demographic information:

The first insight is related to gender. Most of the respondents are males, with a percentage of 89.7, which
indicates that males dominate the middle management layer in the public sector in Saudi Arabia.

Another insight comes from the attended strategy training variable, which shows that more than half of the
participants did not get training on strategic management. This result indicates that organisations in the Saudi
public sector still lack the required training and professional development for their middle management teams in
the strategic management field.

Concerning the current title, the results show that 72 percent of respondents are having the right titles that
represent the middle management entities who are responsible for implementing the strategy in their organisation.
If we look at the age variable, we find that more than half of the respondents with a percentage of 54.4 are between
31-40 years old. Since this country is a rentier state, it is expected that younger employees can move faster in their
career path.

In reviewing the results of the educational level of respondents, we find that 63.2 have earned a bachelor degree
with a higher degree for the rest that shows that the middle managers in the Saudi public sector are well educated.
Moreover, they can perform their strategy implementation-related activities easily and in a professional way.

For the number of employees variable, we can see that we are dealing with different sizes of public organisations.
However, we have 69.1 per cent of them considered large organisations with more than 500 employees. Moreover,
the government organisations in Saudi Arabia has a task force of 1.2 million (General_Authority_of Statistics, 2017).

The last demographic variable is addressing the experience of the respondent in which we can see that middle
managers in Saudi public organisations have 6-15 years of experience which is a reasonable number and aligned
with the other variable - age.
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Strategy Implementation Importance:

The first part of the research addresses the importance of the strategy implementation to the different
organisations in the Saudi public sectors. The following table presented the answers to the different related
statements that measure the importance of strategy implementation. We give a score of 1 to the total agreement
and a score of 5 for the total disagreement:

Table (3): Strategy Implementation Importance Variable Analysis

Sr. Variable Sr. Items Mean Rank
1 Strategy Implementation 1 I have personally been involved 1.79 2
Importance with strategy implementation in

my current job.

2 My organisation is better at 2.76 7
strategic planning than strategy
implementation.

3 There is a gap between my 2.38 3
organisation’s strategy and its
implementation.

4 My organisation is effectively 2.65 6
implementing its strategy.

5 Strategy implementation is more 2.53 4
critical to my organisation than
strategic planning.

6 Strategic planning is more 2.63 5
critical to my organisation than
strategy implementation.

7 Successful implementation of 1.4 1
strategy may enhance my
organisation’s performance.

As noticed from the table, the mean is between 1.40-2.76, which indicates an agreement with most of the
statements as it is below 3.

The ranked 1 statement with the lowest mean is ‘Successful implementation of strategy may enhance my
organisation’s performance’. This result indicates a high agreement from the respondents 95 percent with the
statement. Middle managers in Saudi public organisations believe that strategy implementation is a significant
player in organisational performance. Managers need to ensure having a successful implementation of the strategy
to improve their organisational performance. Several studies found in the literature indicate the positive impact of
strategy implementation on organisational performance. (Andrews, Boyne, Law, & Walker, 2011; Elbanna & Fadol,
2016; Walker, 2013).

The statement that ranked 2 is ‘I have personally been involved with strategy implementation in my current job’
with a mean of 1.79. This result indicates a firm agreement to the statement with a percentage of 79.4 responses.
Thinking about this result, we can say that the majority of participants in the research are directly engaged in the
strategy implementation activities, which improved the validity of the research analysis and conclusions.

The statement ‘There is a gap between my organisation’s strategy and its implementation is ranked number 3,
with a mean of 2.38. There is an agreement to the statement from the participants with 63.2 percent. This
percentage indicates that middle managers believe there is a problem that exists in strategy management practice
in public sector organisations and a noticeable gap exists between strategic planning and implementation. This gap
is supported by the discussions in this research which is one of the motives to conduct it.

The statement that is ranked 4 ‘Strategy implementation is more critical to my organisation than strategic
planning’, has a mean of 2.53 and with 52.9 percent agreement, 25 percent neutral and 22 percent disagreement.
So we can conclude that the middle management layer in Saudi public organisations realises and agrees that
implementation is more important than planning. Strategy implementation needs more attention from the
management and staff.

The statement with rank 5 is 'Strategic planning is more important to my organisation than strategy
implementation’. This statement has a mean of 2.63 and with 50 percent agreement and 32.4 percent disagreement.
This result indicates that still, middle managers believe that planning is also important and sometimes more than
implementation. These beliefs contradict rank 4, however with less agreement from the participants.

'My organisation is effectively implementing its strategy’ is the statement with rank 6 that has 2.65 mean and
with 48.5 percent agreement, 26.5 percent neutral and 25 percent disagreement. Those results indicate that middle
managers in Saudi public organisations are not confident in the effectiveness of their organisations in managing the
implementation activities of their strategies which aligned with the previous discussions on the unsuccessful efforts
of strategy implementation in the Saudi public sector.

The last statement with rank 7, mean 2.76, 51.5 percent agreement and 32.4 percent disagreement is ‘My
organisation is better at strategic planning than at strategy implementation’. This result indicates that strategic
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planning is still doing better in Saudi public organisations.

In summary, middle managers in Saudi public sector organisations realise the importance of strategy
implementation and its positive impact on organisational performance. Moreover, they believe in the superior
importance of implementation over planning with a need to have more attention.

Strategy Implementation Drivers:

In this sub-section, we look at the strategy implementation drivers that have an impact and rank them based on
that. Understanding the drivers will help managers to prioritise their efforts on the most drivers with higher impact.
Doing this will lead to better strategy implementation and will lead as well to better organisational performance.

The table below depicts the responses on the drivers with a higher impact on strategy implementation:

Table (4): Strategy Implementation Drivers Variable

Sr. Variable Sr. Items Mean Rank
2 Strategy Implementation 1 Having staff who understand the 1.92 6
Drivers organisation’s strategy
2 Support and clear strategic 1.8 3

directions from the organisation’s
management and leaders

3 Alignment between human 1.97 8
resources goals with the
organisation’s strategy

4 Alignment between human 2.12 10
resources incentives with the
organisation’s strategy

5 Alignment between 2.00 9
organisational culture and the
strategy

6 Well-written or formulated 1.92 6
strategy

7 Well-established controls of 1.85 4

strategy implementation

8 Support from information 1.6 2
technology (IT) to strategy
implementation activities

9 Having a coordinated body for 1.51 1
strategy implementation, such as
a projects management office
(PMO) or a strategy execution
office (SEO)

10 Having staff trained in project 191 5
management methods (such as
Prince I and PMI)

11 Hiring a consultant to support 2.17 11
strategy implementation
activities

During the analysis of the data, ‘strongly agree’ got a score of 1 and on the other side of the scale ‘strongly
disagree’ got a score of 5. So, as mentioned before, having a mean below 3.0 means the tendency of the results is
more toward the agreement on the provided statements. However, having a mean above 3.0 means the tendency
of results is more toward the disagreement on the provided statements. Having said that, we notice that all the
provided statements which are the drivers have got an agreement for the participants with a mean below 3 (all
responses is between 1.51-2.17). Based on that, we conclude that participants believe that all the above drivers
have an impact with a different degree on strategy implementation.

Managers can prioritise their efforts based on the ranked drivers. So, for example, they can focus on the first two
or three or so on. The top three drivers that have an impact on strategy implementation are ‘Having a coordinated
body for strategy implementation, such as a projects management office (PMO) or a strategy execution office (SEO)’,
‘Support from information technology (IT) to strategy implementation activities’ and ‘Support and clear strategic
directions from the organisation’s management and leaders’. So, PMO/SEO, IT and Clear directions are essential
drivers that managers need to focus on and prioritise their efforts to enlarge their utilisation to have a better
strategy implementation.

The first driver with the highest agreement from Saudi public organisation managers is ‘Having a coordinated
body for strategy implementation, such as a projects management office (PMO) or a strategy execution office (SEO).’
This finding aligns with several scholars who confirm the importance of governance and its positive impact on
strategy implementation (Gadiesh & Gilbert, 2001; Kaplan & Norton, 2005; Robertson, Diyab, & Al-Kahtani, 2013).

The second-ranked driver is ‘Support from information technology to strategy implementation activities’. This
finding shows the importance of information technology in supporting the strategy implementation activities and
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the role that it plays in strategy implementation success. Several researchers confirm the importance of information
technology and its impact on strategy implementation (Asato, Spinola, Costa, & Silva, 2011; McLaren, Head, Yuan, &
Chan, 2011; Yeh, Lee, & Pai, 2012; Zubovic, Pita, & Khan, 2014).

The third-ranked driver is ‘clear strategic directions from the organisation’s management and leaders’. It is
essential for having a successful strategy implementation to have clear directions from the management that
ensures the alignment between the different efforts by all the organisation's resources. Several scholars address the
importance of this driver (Andrews, Beynon, & Genc, 2017).

Other drivers are essential as well; managers also need to consider them in their efforts when implementing
their strategies. As mentioned, all drivers have an impact; however, in this research, we tried to prioritise them.

Adopting the drivers can boost the organizational performance which leads to great economic performance and
will help the government officials in achieving their yearly objectives and increasing the value for the public.
Improving the strategy plans implementation which named Saudi Arabia 5-year development plan -as mentioned
before- will improve the Saudi economy performance. The improvement will result due to having different economy
drivers other than the Oil.

3. Conclusions

Strategy implementation is an essential component of strategic management practice (MacLennan, 2010). This
research supported this idea by showing how much this is critical for middle managers in Saudi public
organisations.

Strategy implementation is vital for improving organisational performance. Several scholars have different
drivers that have an impact on strategy implementation. In this research, we tried to rank those drivers to have
better prioritisation for the managers' efforts. Those drivers can help overcome the challenges to strategy
implementation. Adopting the drivers can boost the organizational performance which leads to great economic
performance and will help the government officials in achieving their yearly objectives and increasing the value for
the public.

The ranked number one of the drivers is ‘Having a coordinated body for strategy implementation, such as a
projects management office (PMO) or a strategy execution office (SEO)’ which indicate the importance of
governance in ensuring having successful strategy implementations.

This research participated in exploring the different drivers that have an impact on strategy implementation and
answering the research question: ‘What are the drivers that have an impact on strategy implementation
effectiveness in Saudi public sector organisations?’. Overall, the study has effectively achieved its objectives by
reviewing the current literature related to the research topic and analysing the responses received from the Saudi
public organisations' middle managers.

The research provides Saudi public organisations, middle managers, with several implications that can be
utilised in their efforts to implement their strategies. Several changes are happening around the world in the Oil
market. Such changes will put more pressures on public officials to add more focus on having better management
to their strategies implementation. Moreover, investments should be reserved for the right place, which is the driver
with the highest impact. In the end, economic performance will be enhanced and sustained.

Policymakers and official in the Saudi government may consider the outputs of this research when establishing
governance models within the government, along with other findings. Furthermore, those findings may be used as
input for budgeting and spending exercise that public organisations undertake to distribute their budget across the
different organizational activities.

Moreover, the officials can apply the results of this research to their public organizations by focusing on the
drivers that have a bigger impact on the strategy implementation effectiveness.

More research is needed to study the strategy implementation phenomenon and the different drivers that have
an impact on it in the different contexts, different sectors and geographies.

3.1. Study Limitations:

The first limitation of this study stems from the Exploratory Nature of the Study. The research is conducted to
explore the different drivers that have an impact on strategy implementation. No hypotheses have developed in the
research because of this nature which raises a key limitation of the study findings that requires further research.
Doing further research shall define the correlations between the different variables like strategy implementation
effectiveness, organisational performance and others.

Another limitation in this research comes from Population, Sample and Unit of Analysis. The targeted population
was middle management in Saudi public organisations in which the research sample extracted. Therefore, further
research shall be conducted with different participants in the strategy implementation other than middle
management. Moreover, other sectors, industries or geographies may be included in further research as well.

The research has been conducted using an online questionnaire which was sent to all targeted sample. The
response rate has increased dramatically after the questionnaire got translated to the Arabic language, which is
Saudi Arabia official language. This finding indicates that participants have a better understanding of the questions
when they use their native language, which may cause some limitations to the research as it may lose some of its
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intended meanings during the translation.

3.2. Further Research

Study context is essential, and it is one of the main components that shape the findings and affect the study
objectives (Shrivastava, 1986). This study was conducted in one geographyical area (Saudi Arabia) and public
sector organisations. Therefore, there is a challenge to generalise the findings to other geographyical areas or
sectors which may have different characteristics. Nevertheless, findings can be used with other geographyical areas

with

similar characteristics like other countries in the Arabian Gulf like Kuwait and Bahrain who share many

characteristics with Saudi Arabia, such as culture, renterism, quality of life and others.
As a result, further research can be conducted in a different context (different geographyical areas, sectors and
samples) to have a better understanding of the different drivers that impact the strategy implementation and may

help

in generalising the findings of this research.
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Abstract: The factors associated with small industrial business have a significant impact on their performance
and they need to be determined considering their contribution to the business performance. This study aims to
recognize a set of variables that have the paramount impact on the performance of small industrial business. It
also constructs a statistical model that is used to estimate the probability of faltering for any small industrial
enterprise, and to determine its expected survival time. It applies cluster analysis to classify depending on
variables, i.e., faltering and non-faltering using Cox’s regression model. Incredibly, the obtained results show
that (i) the most influential variables affecting the success or failure of a small industrial business are:
establishment expenses, workers’ wages, and cost of marketing products, (ii) the maximum degree of risk to
small industrial business was during the fifth, sixth and seventh years, and the average lifetime of a small
industrial enterprise ranged from 8 to 9 years. The results indicate that stakeholders must consider the faltering
variables when making business decisions and looking into the policies’ implementation after the ninth year of
the variables’ adoption.

Keywords: Cluster analysis; Cox’s regression model; faltering; small industrial business.

1. Introduction

Small and medium enterprises (SMEs) are considered to be one of the pillars of the national economy as they
are the largest employer of the labor force. They contribute to increasing the national economy by generating
revenues from taxes and duties imposed on the products they produced. SMEs have a significant role in
contributing nations’ economies across the world. These industries play a vital role in the development of human
and physical resources following national goals and needs. Since such enterprises are the steppingstone for the
large and successful business establishments. SMEs are gaining great importance as one of the tributaries of
economic development, based on their contribution and addressing the problem of youth unemployment, raising
the pace of employment in the private sector, and supporting economic activities. SMEs are of the utmost
importance in supporting the national economy and advancing economic and social development, increasing
exports, reducing imports, creating new job opportunities, opening job markets, diversifying income sources, and
expanding production base in all sectors. In a study by UNIDO, it was found that 90% of the business in the world
are small enterprises, and these businesses are responsible for 60% of total employment. Thus, the development
of these small businesses is vital, and government should support such industries, initialize the ease to business
environment in these sectors.

By realizing the significant importance, a decision of Saudi Council of Ministers was issued in 26t of October
2015 approving the establishment of “the General Authority for Small and Medium Enterprises”. It is a body with
legal personality with financial and administrative autonomy. It seeks to review regulations, remove barriers, and
regulate the sector of SMEs in Saudi Arabia. It supports, develops, sponsors them, facilitate access to finance, and
assist creative young people marketing their ideas and products. One of the indicators of the government’s
interest in this vital sector is that its contribution to the GDP should increase from 21% to 35% by 2030 according
to the Kingdom’s vision.

128
Global Journal of Economics and Business, 12(1) (2022), 128-137


http://www.refaad.com/

The Factors of Success and Failures in Small Industrial Business... Saad et al.

1.1. Problem statement

Table 1 includes the two important small business key performance indicators that reflects the weakness of
the role of these enterprises and their poor performance to achieve their objectives in Saudi Arabia.

Table (1): Small business key performance indicators

The state Contribution to GDP % Employment generation
Saudi Arabia 21 53
USA 50 48
Japan 52 -
Germany 54 -
China 60 60
Advanced economies 46 67

A large volume of studies has ignored the quantitative side of SMEs (Beaver, G., 2003; Everett, ]. Watson,
1988) and they have been more focused with the theoretical aspects. Noticeably, such studies randomly overlook
the crucial aspects, such as the relationships between the variables that affect the performance and the reason
behind the faltering (Affifi A, etal. 2004) of small businesses. Remarkably, the presented study determines the
knowledge gaps and addresses by proposing a statistical model. The novelty of the proposed model is that it
identifies the most significant variables that have the major cause of the failure of such enterprises. Further, the
model has the ability to determine the degree of risk facing by such businesses. Thus, decision makers should
consider an integrated strategy, i.e., the proposed model, to optimize the benefits of small businesses and
contributing in the development of Saudi economy.

1.2. Study’s objectives and significance
e To determine the set of variables that have significant impact in evaluating the performance of small
industrial enterprises, and then classify them into faltering and non - faltering business.
e To develop a statistical model and use it in determining the degree of risk facing small industrial enterprise,
then estimating the probabilistic value of faltering of new one, and the expected survival time of the small
industrial business in the market.

1.3. Scope of the study

Small industrial enterprises (SIEs) issues have a major scope of research, and it attracts the attention of
economic authorities. This issue appears frequently on the economic arena to encourage such efforts for the
development of SIEs. Importantly, these efforts need to stimulate with the growing SIEs needs and how effectively
these efforts contribute in improving the national economy.

In spite of the many studies conducted on this small industrial business, the issues are still need more
attention. Thus, the current study draws its importance and emphasis on the vital and major role of small
industrial enterprises in the following aspects:

e provision of real and productive job opportunities.
combating unemployment.
balance the structure of Saudi industrial activity.
export development.
substitution of imports.
provision of industries supporting large and medium industrial activities.

1.4. Study's significance

The practical significance, results, and findings of this study shall meet the needs of small enterprises in Saudi
Arabia. However, to determine the factors of faltering small industrial business, that should be taken into
consideration in the design of aids and programs provided to these enterprises. In addition, this study will provide
a tool or a model that can be used to evaluate the performance of such businesses, and estimate the degree of
success, and thus help successful, non - successful, and less successful businesses addressing their problems.

1.5. Study’s population definition

The study’s population is represented by 930 small industrial enterprises in Asir Region!. The authors of the
study decided to examine all the population’s units. But the received questionnaire responses were around 90%,
i.e., 842. The responses were collected without considering faltering and non - faltering enterprises.

2. Literature Review

Small firms are a sector of great concern for government policies. In the last few years, Saudi government has
developed several policies considering small firms' developments and has spent a significant number of resources
to improve such firms' performance.

1 Commerce Chamber, Abha.
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There is a literature gap in this context and studies that consider the role of small business in Saudi economy
are needed. Since it contributes a lot in developing the nation's economy. There are broad categories of causes of
failures have been identified, such as managerial inadequacy, financial inadequacy, and the external factors.
Managerial inadequacy is generally perceived as the major cause of small business failure. Unfortunately, this
term encompasses a very broad set of issues. It has been estimated that two thirds of small business failures are
due to incompetence of the owner management. (Beaver, G., 2003) discussed that the management has ineffective
communication approach with employees and with the customers to be a marker for failure. The inability to listen
to criticism or divergent views and not flexible in thinking approach are the proven reasons for the failures
(Nelton, S., 1992). Steck, R.N. (1985) emphasized the manager's abilities contributing the failures. Garbone, T.
(1981) mentioned the inability of managerial skills in the functional area of marketing. There is obvious evidence
of the firms' failures that they do not take seriously to change customers' demands which reflects into devastating
effects (Atamain, R., and Van Zanle, |N.R,, 2010).

The other major cause due to the failures of business firms is dealing with finance. Generally, financial
problems fall into three categories - start-up, cash flow, and financial management. For instance, when a firm
begins its operation (start-up), it requires a capital investment. Unfortunately, many small business owners
initially underestimate the amount of capital that should be available for operations. Upton, H. (1992) explained
why most small firms that fail do so within the first few years of their establishment. Since the reason is to start
without sufficient capital investment or the owner could not estimate the financial requirement properly.
Subsequently, cash-flow management has been identified as a primary cause of failure (Atamain, R. and Van Zante
N.R, 2010). Good cash-flow management is essential for the survival of the firm, but small business in particular
must pay close attention to this process. Indeed, small business must develop and maintain effective financial
controls such as credit controls (Brown, R, 2009).

The last major factor identified with the failure of small business is the external environment. These are
potentially infinite list of causes, but the economic environment tends to be most prominent. Here confusing
appears to describe the list. Some argued that economic conditions contribute to between 30 percent and 50
percent to the belief that management incompetence is the major cause (Everett, . and Watson, ], 1998). Two
economic measures appear to affect failure rates: interest rates, which appear to be tied to bankruptcies, and the
unemployment rate, which appears to be tied to discontinuance (Everett, J., and Watson, J., 1998).

3. Methodology

The current study has adopted two models for statistical analysis, they are (i) cluster analysis and (ii) Cox’s
regression model.

3.1. Cluster analysis

The study’s approach includes cluster analysis to identify and classify the dependent variable for Cox model.
Cluster analysis is a statistical technique used to group observations or individuals into groups or clusters. Its
objective is to group such that each cluster is homogenous as possible with respect to the clustering variables.
That is, the behavior of the units of the study in the clustering variables is the ruling basis in the units’ affiliation to
these mutually exclusive groups.

3.1.1. Cluster variables

Here, three variables are used to the researchers used three variables to classify the dependent variable in
context to faltering or non - faltering. The following are the three variables:
e (1:Loan (credit) amount (SR 000).
e (C2: The loan repayment period (years).
e (3: The number of national labor.

By following cluster analysis, some characteristics of the populations to which observations, that are
relatively similar, which may belong are identified. The degree of this relative similarity is determined by
measuring the distance between the observations- measuring similarity between the observations by creating a
similarity matrix. The rows of the matrix represent the small industrial business, and the columns describe the
clustering variables. The following are the methods used in this process:

e Euclidean distance.
square Euclidean distance.
size difference.
shape.
chi-square.
phi-square.
cosine; and
Person correlation.
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Next, a clustering technique should be selected. There are two main types of analytical techniques:
hierarchical, and non-hierarchical. The hierarchical clustering technique is selected since the number of clusters
need not to be known in prior to this technique. In continuation, a number of different methods have been
suggested for calculating distances between two clusters. Punj and Stewart (1983) have provided comprehensive
summaries of the various clustering algorithms and the empirical studies which have compared those methods. In
fact, the various hierarchical algorithms or methods differ mainly with respect to how the distances between the
two clusters are computed and the following methods are used:
between groups linkage.
within groups’ linkage.
nearest neighbor, or single linkage method.
furthest neighbor, or complete linkage method.
centroid clustering.
medium clustering; and
Ward'’s method.

The above seven hierarchical methods are activated with the already mentioned eight methods used to
determine the distances between the observations, as a result, 8x7 scenarios are obtained. Later, the scenarios are
filtered through the following criteria:

o the relative balance of the number of observations categorized within each group as follows:
IGil = IGjl; i#j
o the unit of the study is not marginalized. This implies that there is no single study unit falls outside the scope
of the groups, i.e,

0i €Gj; i=1,2,.... , 842;
]=1,2,.n
e conducting a one-way analysis of variance test between the classified groups and verifying the presence of
significant differences between the groups with respect to the three clustering variables.

3.2. Cox regression model

This study has adopted the Cox Regression Model which is considered a statistical model that is widely used
in the field of survival data analysis. The method is used to identify the most important variables that affect the
survival of the small industrial enterprises or its failure.

The Cox regression model is one of the probabilistic statistical methods used to formulate a relationship
between a set of independent variables known as risk factors and a dependent variable known as hazard rate or
risk rate. This model is characterized by the fact that the survival time is not assumed to follow any probability
distribution but rather that the effect of the variables on survival is equivalent to time. This model is also
characterized by the fact that it accommodates variables of different types and nature: metric, non-metric,
normal, or ordinal.

Cox’s model (hazard or risk function) takes the form:

hi (£) = ho(t) * exp (B:1X1 + B2X2 + ..... + BiXk) (¢))

where: hi (t): the rate of risk to which the business is exposed at time (t), and it represents the dependent
variable.
ho (t): the baseline for the risk function when all the independent variables are zero.
X’s: the independent variables, and they represent risk factors.
By dividing the hazard function (equation (i)) by ho (t), we get the relative hazard function. This model is called

the exponential model:
:;—g = exp (BiX1 + B2X2 + v + BiX) 2
Taking the natural logarithm of both sides of the relative hazard function (equation (2)), we obtain the

logarithm of the relative hazard function. This model is called the logarithmic model:

hi (t)

Ln ho(t)

= B1X1 + B2Xz + ..... + BiXk 3

The parameters of the exponential and logarithmic models are estimated using the maximum likelihood
method (MLM). These estimated parameters represent the expected relative change in the dependent variable
due to the relative change in the independent variables.
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3.2.1. Model significant tests
o Significance of the Model Test

The researchers used the Likelihood Ratio Test (LRT) to examine the significance of the model. LRT assesses
the goodness of fitting of two competing statistical models based on their likelihoods, especially one found by
maximizing over the entire parameters space, and another found after imposing some restrictions. The null
hypothesis being tested assumes that only the intercept explains the dependent variable better than the estimated
model. The test is based on comparing the likelihood ratio of the observed values of the dependent variable and
the estimated values of the model. The likelihood ratio is calculated as follows:

=-2Ln[Lo/Li] =-2 (LnLo-Li) (C))
Where:

L1: The maximum value of the likelihood function of the model Including all independent variables.
Lo: The maximum value of the likelihood function when all the Parameters except the intercept equal zero.

o Significance Test of the Independent Variables

Wald test, also called Wald Chi - Square test, was used to investigate the significance of each independent
variable separately. It is a way to find out which explanatory variables are significant. The Wald value is obtained
as follows (Agresti, 2012):

_ [6-00]

Wr =
@

=1,(0)[6 - 6,2 )

Where:
6 : The maximum likelihood estimator (MLE).
Io (): The expected Fisher Information (calculated at MLE).

e Confidence Intervals for Estimated Model Parameters

The confidence intervals for the estimated parameters are calculated as follows:
exp (B,£ Z* SE (B.))

The confidence interval is used to find which independent variables are more influential and important for
the dependent variable. As the confidence interval narrows for any independent variable, this indicates that this
variable is more important and influencing the dependent variable.

3.2.2 Model’s variables
¢ Dependent variable

It is a binary variable taking the value zero in the case of faltering small industrial enterprise, and the value
one in the case of non - faltering business.
¢ Independent variables

They include:
Xi1: The cost of the feasibility study for the small industrial business (SR 000).
X2: The expenses of establishment (SR 000).
X3: Rent of lands and building (SR 000).
Xa4: The cost of machinery and operating equipment (SR 000).
Xs: Workers’ wages (SR 000).
Xe: The cost of marketing products (SR 000).
X7: The cost of obtaining information (SR 000).

Time variable: It is considered as the governed variable in the model. It represents the time period from the
beginning of the current activity until:
e Now, when the business continues.
e The end of the business, whether by changing the activity, or finalizing the business once and for all.

4. Result and Discussion
4.1. Cluster analysis results

By examining and evaluating the fifty-six scenarios according to the criteria mentioned above, it is found that
the best scenario is what is related to Ward’s method which emphasized that the study’s observations can be
categorized into only two mutually exclusive groups and the following relative frequency distribution table shows
the two classified groups.

IRy
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Table (2): Relative Frequency Distribution of the Two Classified Groups

The group Frequency Relative frequency %
First 395 46.9
Second 447 53.1
Total 842 100

Table 2 shows the results of the relative frequency distribution that confirmed all observations in the
classification that had been utilized. This, in turn, confirmed that all units had been distributed between the two
groups, which implies that neither of the observations had been marginalized. The results also confirmed that the
distribution of the units between the two groups had been, to great extent, balanced.

The current study conducted a test of significance differences between the two groups with respect to the
three clustering variables using a one-way analysis of variance. Table 3 shows the results of this test.

Table (3): Results of the test of significance between the two groups of the study

Cluster variable Group Mean Standard 95% Mean Confidence Interval Calculated F df:(1 - 840) P - value
deviation Lower upper

C1:Loan amount st 9672 14.673 9182 10079 176.48 0.00
2nd 14357 13.427 23895 15193

C2: Rep. period st 5.28 1.041 4.89 6.12 153.26 0.00
2nd 8.01 0.977 7.92 8.14

C3: nat. labor st 3 11.736 1 5 12.83 0.646
2nd 5 14.918 3 7

Table 3 clearly shows that there are significant differences between the groups of the study for the first (C1)
and second (C2) clustering variables as confirmed by the p-values. It is also found that the distinguishing feature
of the first group was the lowest in terms of the loan amount and the shortest in terms of the period of the
repayment of the loan. And quite the opposite in the second group, where the values confirmed that the second
group was the highest in terms of the amount of the loan, and the longest in terms of the loan repayment period.
The characteristics of each group of the study can then be summarized in Table 4.

Table (4): Characteristics of the groups of the study

The group The characteristics
First The least risk ( non - faltering small Industrial business)
Second The most risk ( faltering small industrial Business)

4.2. Cox model result analysis

The current approach aims to use Cox step-wise model considering its ability to reduce the number of the
independent variables, choosing the most effective one, and treating multi-collinearity problem more efficiently. It
uses SPSS for the statistical analysis, to determine the set of independent variables that affect more on the
faltering of small industrial enterprises. The following are the variables:

e X2: The expenses of establishment (SR 000).
e X5: Workers’ wages (SR 000).
e X6: The cost of products marketing (SR 000).

Table (5): Results of the Application of Cox Step - wise Regression Model

Variable Estimated Confidence interval Standard error ~ Wald test Likelihood x* Sig
parameter Lower Upper (SE) ratio test

X2 (0.046)2 0.026 138.17
(0.693)b 0.643 0.699 b1
Xs (0.175) 0.051 14.87 8\.]? B g
(1.025) 0.989 1.068 = b &
X6 -(0.864) 0.067 6.15 3 & S
-(0.117) -0.179 -0.197 S

Table 5 shows the Cox model outputs.
a. estimated parameters of the logarithmic model.
b. estimated parameters of the exponential model.

e According to the Wald test, the establishment cost variable (X:) is the most significant and influential
independent variable that affects faltering or non - faltering of small industrial business, followed by the
variable (Xs), workers’ wages, and finally the variable (Xe¢), marketing of products cost, as it is known that the
greater the Wald value, the more significant is the independent variable.

e Based on the signs of the estimated model parameters, we found that the estimated parameters of (Xz) and
(Xs) were positive. This means that the exposure rate of the small industrial business to faltering is very high,
as a positive parameter indicates a worse future for the enterprise. On the other hand, the sign of the variable
(Xe) was found to be negative, which means that the exposure rate of the business to faltering is very low, since
a negative parameter indicates a better future.
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e (iii) As for the confidence intervals of the estimated parameters of the model, it is found that variable (X2) had
the narrowest interval followed by variable (Xs) and finally variable (X¢) respectively. This is confirmed by
Wald test previously referred to in point (i) above.

e (iv) The likelihood ratio value, the chi - square value, and the p - value all of them confirm the model’s

significance.
Thus, Cox’s relative risk function model takes the logarithmic form:
Ln ‘;08 = 0.046 X2+ 0.175 Xs - 0.864 Xs ®)
or takes the exponential form:
‘1:08 = exp (0.963 Xz + 1.025 Xs- 0.117 Xs )

Using Kaplan - Meier function (KMF), the researchers found the distribution of observation for the small
industrial business in terms of time according to the degree of risk faced by the enterprise. Kaplan - Meier
function (estimator), also known as the product limit estimator, is a nonparametric statistic used to estimate the
survival function from lifetime data. The estimator of the survival, S (t), (the probability that life is longer than t)
is given by:

S® =M 1 - 3 ®
Where:
ti: a time when at least one event happened.
di: the number of events (eg, faltering) that happened at time t..
ni: the individuals known to have survived (have not yet had an event or been censored up to time ti).

Table (6): The Distribution of Observations for the Small Industrial Businesses in Terms of Time According to the Degree of

Risk
Time Number of Cases Business Survival Rate Standard Error (SE)
Less Risk High Risk

2 7 42 0.958 0.004
3 6 58 0.933 0.005
35 - 6 0.907 0.005
4 13 62 0.864 0.009
4.5 4 5 0.851 0.010
5 15 112 0.772 0.013
5.5 - 5 0.769 0.013
6 17 93 0.716 0.014
6.5 3 7 0.694 0.014
7 21 74 0.682 0.014
7.5 6 4 0.654 0.014
8 35 58 0.639 0.014
8.5 12 6 0.605 0.015
9 56 61 0.575 0.015
9.5 15 - 0.541 0.016
10 47 44 0.528 0.016
10.5 14 - 0.503 0.016
11 88 23 0.496 0.017
115 2 - 0.487 0.017
12 60 14 0.481 0.017
12,5 14 - 0.476 0.018
13 41 2 0.454 0.018
13.5 7 - 0.448 0.018
14 39 1 0.437 0.018
14.5 12 - 0.419 0.019
15 35 3 0.399 0.019
16 18 - 0.385 0.020
17 6 - 0.381 0.021

It is evident from Table 6 that the highest degrees of risk to which the small industrial enterprise is exposed
in general was in the fifth, sixth, and seventh years, and that if the business continues after that, this means its
continuity, and less severity of the risk.

Table (7): Statistical Description of the Lifetime Characteristics of the Small Industrial Business

Mean Median Standard deviation Mean Confidence Interval
Lower limit Upper limit
8.759 8.000 0.218 8.516 9.172

Table 7 shows that the average lifetime of a small industrial business ranges between eight and nine years,
and then the owner of the enterprise after the ninth year must take a decision to update, develop, amend or
liquidate the business, or reconsider the application of some new advertising, marketing or pricing policies, or add
a new production line.
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5. Conclusion

Small industrial business has a crucial role in contributing to a nation’s economy. The nation’s economy
relatively depends on the small industrial business performance and the performance varies according to the
behavior of certain set of variables (Beaver, G., 2003). This study aims to recognize a set of variables that have the
paramount impact on the performance of small industrial business. Remarkably, the study’s analysis the
performance of these variables using Cox model and obtained the following results:

e The results revealed that the variables most influencing the survival or failure of small industrial business
are, the establishment expenses, workers’ wages, and products marketing cost.

e The maximum degree of risk to which small industrial business were exposed lied in the fifth, sixth, and
seventh years of its lifetime. If the business continued after these years, it means that the degree of the risk
for such business will minimize in the remaining period of its lifetime. In other words, we found that the
small industrial enterprise was exposed to a high degree of risk during the fifth, sixth, and seventh years of its
lifetime. After these crucial years, the degree of risk varies and decreases significantly (Everett., et.al., 1998).

o Finally, the average lifetime of a small industrial business was found to be from eight to nine years.

e Based on the study’s findings, future studies and the stakeholders should consider the following
recommendations: (i) The variables such as, expenses of establishment, workers’ wages and cost of
marketing product should be taken into consideration when a decision about the faltering of a small
industrial business is to be made. (ii) policy 2 needs to be taken into consideration after the ninth year of the
lifetime of the enterprise such as, business update, development, modification, liquidation, reconsideration of
some advertising, marketing or pricing policies, or the addition of a new production line. (iii) The
establishment of a mechanism by the owners, e.g., administrative body that monitors small industrial
business by providing technical and marketing, consultations, especially in the period starting from the fifth
year of the business’s lifetime, and (iv) adopt the approaches that ease regulations and laws for small
industrial business.
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