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Abstract:

This research aims to examine the role of the central bank in targeting inflation and achieving monetary stability in Oman.
The research has tried, through various secondary sources, to highlight the role of the central bank in managing monetary
policy. The research aimed to analyze the effectiveness of the central bank in combating inflation, which depends mainly on
the effectiveness of the tools used by the Central Bank, its degree of independence and its level of transparency. The research
used different methodologies ranging from secondary data, World Bank data and local statistical data. The researcher also
used a descriptive statistical method by conducting an interview with an official of the Central Bank of Oman. Also, a
standard statistical model was used to study the effect of some variables on the inflation rate in the Sultanate of Oman such
as money supply, interest rate, government spending and imports. A model based on time series for the period from 2000
to 2022 was used integrated with the methodology of co- integration and the error correction model; the coefficients of the
model were estimated. The results showed that there is along-term relationship between all variables and the inflation rate,
and in the short term, the results showed that there is no effect of the monetary policy variable (money supply) on the
inflation rate. By analyzing the available data in addition to the interview responses, the study concluded that inflation in
the Sultanate was concentrated mainly on the main consumer commodity groups. Therefore, inflation in the Sultanate can
be classified as imported inflation due to its vulnerability to international variables such as the Russian-Ukrainian war and
its impact on global supply chains, as well as the repercussions of the pandemic and high shipping costs. The study also
showed that the policies of the Central Bank of Oman do not directly affect inflation levels in the Sultanate through key
interest rates, but rather through managing local liquidity using available tools such as existing facilities, discount rate and
other tools.

Keywords: Central Bank; Inflation; Monetary Policy; Co-integration; Oman.
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il o Dol ¥ Adgdinn :(4) Joua

<
INFLN IMPORT LRR Ms GEXP
INFLN 1.000000 0.400472 -0.064291 0.592694 0219535
IMPORT 0.400472 1.000000 0.323421 0.330393 0.484627
LRR -0.064291 0.323421 1.000000 0.013698 0.312411
Ms 0.592694 0.330393 0.013698 1.000000 0.147356
GEXP 0.219535 0.484627 0312411 0.147356 1.000000

(Unit Root Test) 3 gJ! yia yLas! @

(level ) sgrudl sLas| e bl Phillips-Perrons ADF susgll jia sl JOICYRNT-P z3gedl A il Hlas) mls oy (5) Joa

(0.05 <p As43) ie non-stationary Auli me Judludl arex o e

il apez9.0.05 (e J81 p Aad ao Al ol sl pue o PP 9 ADF Luasl (bl ¢ (first difference) Jo¥l 3yl jlas lyl dicy

(1) Jo S s gnn L_g

(ADF and Phillips-Perron) 8. gll yia jlas il :(5) Joua

(Level) ggiud! wic First Difference(Js¥! 3,411)
ADF Phillips-Perron ADF Phillips-Perron
Pyl t-stat Prob. t-stat Prob. t-stat Prob t-stat Prob JolS! gy
INFLN 1.567 0.8456 1.8976 0.5266 3.1643* 0.0000 4.1268* 0.0000 1(1)
LRR -1.8453 0.4107 -1.8456 0.0945 -3.4555*% 0.0000 -2.0600* 0.0000 1(1)
IMP 13244 0.3456 15624 0.6783 5.1138* 0.0000 3.2444* 0.0000 1(1)
MS 0.7891 0.9433 12133 0.4545 4.6345*% 0.0000 6.3434* 0.0000 1(1)
GEXP 1.3457 0.4567 1.345 0.3456 3.2345% 0.0303 5.3456* 0.0000 1(1)
Test critical values:

1% level -3.5777 -3.5847

5% level -29252 -2.9281

10% level -2.6007 -2.6022
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F-Statistics 4.215
Significant-Level Critical Values Bounds
Lower Critical Bounds 1(0) Lower Critical Bounds 1(1)
10% 2.89 2.60
5% 3.05 3.56
2.5% 3.45 3.67
1% 3.98 4.05

1o pund g dlighy ol puall @
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Long-run Estimation (J>¥ gl ol poadnll milis (7) Jgu>

Variable il Coefficient Jalall t-statistics p-value
INFLN 0.679540 4.3678 {0.0020}
MS 0.56432 2.7865 {0.0056}
LRR -2.9694 -6.4532 {0.0001}
GEXP 0.43269 9.2237 {0.0001}
IMP 0.87812 3.5431 {0.0001}

R? 0.822

F 6.234

Short -run Estimation yuaall (¥ G ol padall gl :(8) Jon

Variable pail! Coefficient Jalall t-statistics p-value
AINFLN 0.081821 3.436712 {0.0015}
Ams 0.000710 0.23382 {0.0769}
ALRR -8.9694 -5.145 {0.0012}
AGEXP 2.8765 5.2445 {0.0012}
Aimp 0.1567 4.6754 {0.0012}
ECM(-1) -0.15260 -8.39944 {0.000}
R? 0.9160
F 6.3211
D.w 2.4907
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Abstract:
This research aims to test the impact of privatization of government hospitals on the quality of health services
in its dimensions (tangibility, reliability, responsiveness, safety and empathy) in government hospitals
affiliated to the Directorate. In regard to Najran Health, the study used a sample of workers in King Khalid
Hospital and Maternity and Children Hospital in Najran. The data was collected using a sample of workers in
the two hospitals, and the number of questionnaires used in the analysis was (197) questionnaires. The data
was analyzed using the SmartPLS program, and the results were as follows: the degree of importance of
privatization from the point of view of workers is high, and the quality of health services provided in
government hospitals is high. Governmental hospitals tend to improve each dimension of health service
quality (tangibility, reliability, responsiveness, safety and empathy). The research recommended focusing on
the quality of health services when implementing the privatization initiative and conducting other research
dealing with the impact of the privatization of government hospitals on the quality of health services from the
patients' point of view.

Keywords: Privatization,; Quality; Health services; Hospitals; Hospital safety.
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Abstract:
The study aimed to measure the role of King Khalid University in promoting the concepts of sustainable
development by applying the Asir Qimam and Shem strategy. The analytical descriptive approach and the
questionnaire were used as a basis for the study and were applied to a random sample of (220) members and
employees of King Khalid University and employees of the Asir Development Authority from various
departments. The SPSS statistical analysis program was used to process the data, and the study reached many
results, including: the University encourages research and studies on the use of environmental resources in the
Asir region and benefit from them in comprehensive development. The university contributes to preparing
human cadres that possess expertise and skills. The university is one of the most important strategic reached
many recommendations, including the need to pay attention to and invest in human capital, integrating them
into administrative decisions and relying on teamwork, the need to add majors in the university that support

the strategy and its objectives and establishing pilot projects under the auspices of the university; the university
must support graduate projects.

Keywords: King Khalid University; sustainable development; Qimam and Shem strategy.
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Abstract:
The study aimed to know the role of the Green Marketing Mix on customer loyalty from the viewpoint of
postgraduate students at the College of Administrative Sciences at Najran University. To test the hypotheses
and achieving the goals, the researchers relied on the descriptive analytical method for its suitability to the
study nature, using SPSS program. The study concluded that the Green Marketing Mix with its elements (green
product, green price, and green promotion) effects on customer loyalty. The study recommended that
companies working in the green marketing field should move towards the philosophy of green marketing in its
various dimensions and consider it as a part of their culture, and raise customers’ culture awareness of green
products, and conduct periodic surveys to find out their opinions in green marketing operations, and also the
study recommended the need to define an appropriate price strategy and policies for its products, and to launch
special programs to motivate distinguished customers for maintaining their loyalty.
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Abstract:

This study aims to review the literature on the impact of using Al applications in the health sector to confront
the Corona pandemic. To achieve the objective of the study, qualitative research was relied upon, and the
guidelines of the 'PRISMA' scheme were adopted when reviewing and including relevant previous studies. The
number of studies examined was (13) studies. After analyzing the results of the studies under examination, the
current study concluded that there is a positive impact of using Al applications in the health sector to confront
the Corona pandemic as it greatly helped in detecting the virus, limiting its spread, and reducing the number of
infections with it. The current study also presented a number of recommendations represented in the need to
give more attention and development to the applications of Al in various fields of life especially in the health
sector to face health crises. In addition, it sheds some light on how to benefit from them while highlighting the
role of the KSA in employing these applications in the health sector to confront the Corona virus and the success
it has achieved.

Keywords: Artificial Intelligence Applications, Digital Health, Corona, COVID-19.
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Abstract:

This paper aims to examine the mediating role of green service innovation between green entrepreneurship
intention, green knowledge sharing and green knowledge management and green competitive advantage. A
survey was administered to 300 respondents. For the collection of data, this study used judgemental sampling.
Structural equation modelling technique implemented to examine the framework. The findings of the study
reveal that green service innovation mediates the relationship between green entrepreneurship intention,
green knowledge sharing and green knowledge management and green competitive advantage. These findings
also support the proposed direct hypothesis. The findings of the study proposed that marketers should focus
on environmentally friendly activities to gain a competitive advantage in the KSA market.

Keywords: Green competitive advantage; entrepreneurship intention; knowledge management; green
knowledge sharing; Kingdom of Saudi Arabia; Saudi Vision 2030.
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The Effect of Green HRM Practices on Green Competitive Advantage of the SME Sector of KSA Tariq Mian

Introduction:

In 2016, the Kingdom of Saudi Arabia launched an ambitious framework to modernize Saudi Society economy
and society. One of the tenants of this policy framework is greater role for the SME, private sector and second
important issue addressed in this policy document is immediate actions to tackle the Global Warming and promote
green initiatives, domestically and globally (Saudi Vision 2030, p. 23).

Since the late 1990s, small and medium enterprises played a very critical role in the growth of KSA. The
government of KSA gave importance to SMEs in the late 1990s rather than the large ones. In the next two decades,
SMEs constitute the majority of the KSA economy and also more than 4.7 million of the total employment. It is
expected that by 2030, more than 35% of KSA GDP will be based on the SME sector highlighting the importance of
this sector in KSA (Chin & Lim, 2018).

But the KSA SMEs need to be competitive because global pressure is mounting as new companies are entering
the business at the domestic and international levels. It is key for the organisations of SMEs to develop competitive
advantage so they can be sustained for a longer period. The present condition of SMEs is changing rapidly. As a
result, the product life cycle is getting shorter (D. Li, Huang, Ren, Chen, & Ning, 2018) whereas organizations are
also concerned about environmental management in their business operations. The business productivity of the
organizations is increased as they apply green innovation and environmental management in their business
operations. Such activities also improve augmentation image and repetition among the stakeholders. Organizations
achieve this because customers are more concerned about environmental issues and green products. It is reported
in past studies that a positive relationship existed between performance and environmental issue strategy as well
as with environmental innovation (Huang & Li, 2018).

It is argued by the researchers that organisations must develop a strategy for green innovation, so they can
reflect their identity regarding the green organisation. This is also important to improve the performance of the
organisation (Soewarno, Tjahjadi, & Fithrianti, 2019). Additionally, Song, Yu and Xu (2020) stated that the effect of
green human resource management is moderated by environmental management. Moreover, GHRM has a positive
effect on green innovation and environmental management concerns of the organisation.

Organisations become saving organisations with the help of green motivation, green knowledge sharing and
green entrepreneurial orientation. All these factors contribute to strengthening the innovation capability of the
organisation. Hence, the purpose of this study is to empirically consider the mediating role of green service
innovation in the relationship between the critical aspects of increasing green competitive advantage. The study
examines the relationships between green entrepreneurial orientation, green knowledge sharing, green motivation
with green service innovation as well as a green competitive advantage.

Review of Literature:
Kingdom of Saudi Arabis: Vision 2030:

In 2016, the Kingdom of Saudi Arabia launched a framework for sustainable growth which aims to achieve a
target of Net Zero by 2026. This development framework is a development agenda to fast-track energy changeover,
accomplish sustainability targets and attract foreign investment (Al-Jazeera, 2016).

Saudi Arabia Vision 2030 comprises all the long-term plans that focus on the three fundamental themes that
incorporate the development of a vibrant society, maintaining a thriving economy, and enhancing the ambitious
nature of the nation. The Saudi Arabia Vision 2030 was developed by the Council of Economic and Development
Affairs and set up various goals and targets to address the nation's long-term economic successes. Some key focuses
entrenched within the country's Vision 2030 plan entail reducing subsidies, creating a sovereign wealth fund,
opening Saudi Aramco to external investment through the adoption of partial initial service offerings and reforming
key sectors that focus on defence and tourism. Saudi Arabia is not only a hub of Islamic religious activities and
pilgrimage, but it also holds historical places of other Ibrahimic religions like Judaism. Developing a vibrant society
entails enhancing the Islamic faith by establishing museums (Islam centric and other anthropology issues) and
targeting an increased number of pilgrims visitors to boost tourism. The country's thriving economy seeks to be
enhanced through economic diversification and the development of dynamic job opportunities for the country's
citizens. In contrast, the country's ambitions will be realized through accountability, transparency and the adoption
of effective governing strategies. The country aims to enhance its potential by establishing zero corruption tolerance
and enhancing transparency through online service delivery (Vision 2030, 2016).

Kingdom of Saudi Arabia's Business and Economy:

The Kingdom of Saudi Arabia is one of the major players in the global economy and oil markets, a strength
resulting from the effective financial system coupled with a thriving banking sector was characterized by
multimillion companies that utilize the highly diverse and rich human resources from within the nation. The
Kingdom of Saudi Arabia's tremendous economic growth results from long-term economic and financial structural
reforms aimed at promoting its economic growth while maintaining its social and financial stability. The Kingdom
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of Saudi Arabia is focused on improving the country's business environment by enabling private investors to thrive
and supporting economic diversification in sectors that were not explored previously. The country's vision and
future growth objectives are built on embracing an economic and financial environment that focuses on enhancing
productivity while increasing the contribution of private investments and empowering the workforce. Most of the
economic transformations experienced within the Kingdom of Saudi Arabia focus on enhancing local production
and the sustainability of public finances. The nation's economic objectives further aim to enhance the private
sector's contribution to the country's global GDP by allowing entry of new businesses into the country's market and
facilitating access to capital funds for small and medium enterprises (Moshashai, Leber & Savage, 2020).

Saudi Arabia's Vision 2030 proposes SME/private Enterprise/Business initiatives:

The Kingdom of Saudi Arabia's Vision 2030 goals and objectives aim to enhance the contribution of small and
medium enterprises and related businesses toward the growth of the country's GDP. For instance, the country has
adopted the policy of privatization aimed at developing a regulatory environment that enhances partnership and
collaboration between public and private business enterprises. In addition, the country has enacted regulations and
laws to enhance the nation's business environment while empowering private sector players. Saudi Arabia's Vision
2030 has further allowed entry of new businesses to previously uncharted sectors by creating an enabling
environment that allows easy access to financial resources for small and medium businesses. Sources of capital
available for SMEs have been enhanced through the adoption of parallel and derivative markets. In addition, the
country has ensured the adoption of ideal labor market policies by enhancing a more modern labor system that
embraces flexible work agreements while improving contractual relationships between local companies and foreign
contractors. The arrangement allows for local companies and workforce development while enhancing foreign
workers' capabilities (Moshashai, Leber & Savage, 2020).

Saudi Arabia Vision 2030 and Green Economy:

The Kingdom of Saudi Arabia's Vision 2030 goals and objectives are entrenched in enhancing sustainability
through policy development, investment, infrastructure and planning. The country has adopted the Saudi Green
Initiative, which focuses on increasing the country's reliance on clean and sustainable energy sources while
reducing emissions characterized by fossil fuel production. The Kingdom of Saudi Arabia is one of the leading
petroleum producers and has always been committed to positively contributing to the global fight against climate
change. The Saudi Green Initiative focuses on the country's efforts in the fight against climate change and enhancing
collaborative efforts that aim at scaling the climate action efforts. The country has adopted tenets proposed in the
Circular Carbon Economy (CCE) that focus on reducing, reusing, recycling and eliminating the use of carbon-related
products as the nation seeks to address challenges attributed to climate change while advancing measures aimed
at developing sustainable economic diversification. Saudi Arabia has the potential for generating energy from solar
and wind: an initiative undertaken through key projects aimed at diversifying energy resources while ensuring the
country achieves a sustainable energy mix (Vision 2030, 2016).

Green service innovation (GSI) and green competitive advantage (GCA):

An entirely new or significantly improved concept of service delivery taken into practice constitutes service
innovation. GSI is a set of several important elements such as environment-friendly innovation, green service
delivery or exclusive innovations based on environment service design (Chen, Lin, Lin & Chang, 2015). For example,
service innovation might come in the form of an innovative customer interaction activity, a new distribution system,
a novel technological concept or a combination of all of these elements. Green service innovation can be a newly
designed service element, that involves customer interaction, a technological innovation, a service distribution
channel which often in combination leads to an entirely new concept of service delivery to the marketplace and
requires fundamental changes in an organization such as new structural, human and technological capabilities (Lin
& Chen, 2017).

Studies have mentioned that strong organizations often redirect huge financial resources and managerial staff
to GSI since they recognize the strategic importance of these programs for gaining competitive advantage. According
to La Sala, Silvestri, and Conto (2017), organizations that wish to expand internationally gain a cost advantage via
standardization of services and gain a competitive edge in the international market by differentiation. An
organization gains a significant completive edge through service process and product innovation (C. H. Chang,
2018).

H1: GSI significantly effects GCA.

Green entrepreneurial orientation (GEO): Association with (GSI) and GCA:

Entrepreneurial orientation, such as entrepreneurial activities, actions, techniques and context enables
companies to gain a competitive edge. Socially innovation actions consist of innovative product and service delivery
systems, entrepreneurial activities and buying and selling even when there is no apparent profit gain present in a
situation. This entrepreneurial orientation urges firms to develop proactive entrepreneurial strategies. In this
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study, we have evaluated the company’s GEO guidelines in developing entrepreneurial actions and their effect on
gaining competitive advantage (Hernandez-Linares & Lopez-Fernandez, 2018).

Entrepreneurial orientation constitutes innovative techniques, activities and entrepreneurial contexts. Gupta
(2018) has defined several indicators for whether a service is a process or a product innovation based on a model
of product/process innovation in the service industry. However, models defining patterns of service innovation
remain largely limited. New service concepts are the ones that are entirely new to a market and new service delivery
systems tend to link services to their clients seamlessly. Hence, technological innovation is an important concept in
the service industry.

E-shopping and e-commerce services that provide efficient delivery of products to the customer are part of
such innovative service delivery systems and require fundamental reengineering of the entire organization. The
two most important and common categories of business innovation are product innovation and service innovation
(Wang & Wang, 2019). Victorino, Verma, Plaschka, and Dev (2005) studied customer choice and service innovation
in the hospitality industry. Their study indicated that more leisure travellers were influenced by service innovation
concepts such as in-room kitchens and innovative childcare services as compared to business travellers. Thus, there
is a positive correlation between service innovation and hospitality products the customers choose to purchase for
having a value-added experience, offering services and products as a part of service innovation in entrepreneurship.
GSI is a process in which the eco-friendly nature of the process presents several opportunities to potential
customers. The most innovative service in the hospitality industry which is also environmentally friendly is Disney’s
Magic Bands. These bands can be used to gain access to Disney parks, purchase products or book a schedule.
Universal connectivity of the machines has the potential to provide a rich user experience and thus presents new
opportunities for market growth (Shahzad, Qu, Zafar, & Appolloni, 2021).

Sarmah, Kamboj and Kandampully (2018) have studied the hotel preferences of business and leisure travellers
to gain insights into service innovation. The study found that fair distribution and delivery of theoretical service
ideas have profound consequences. Similarly, Chen et al. (2015) stated that hardware and software distribution
channels are a part of GCI. They divided GSI into software and hardware innovation elements. Aksoy (2017) has
defined product innovation as the number of entirely new products introduced into the market relative to that those
introduced by competitors or the percentage of sales from new products introduced into the market last year.
Companies that are tapping into unknown markets with new innovative products and services comprise GSI. This
study is based on the model proposed by Lin and Chen (2017) who stated that “to create new markets, firms must
imply specific GSI practices to develop scalar business models, manage customer experience, monitor employee
performance, and provide managerial green process innovation”. However, the two factors proposed by Chen et al.
(2015) to measure GSI have been merged into one factor in this study.

Researchers examined entrepreneurial orientation in the context of the tourism industry of Austria. The data
was collected by the researchers in the form of questionnaires and respondents were employees. The respondents
reported that the orientation of staff must be proactive within the organisation. Entrepreneurial employees were
also interviewed but the researcher. Such employees exhibit proactive behaviour and innovation as well. They are
also eager to take risks. GSI is the discipline of study that deals with the management techniques and innovation to
transform new ideas and environmentally friendly products (Lin & Chen, 2017). Green service innovation also deals
with the manufacturing process that plays a very important role to minimise the negative impact of environmental
activities such as the processing of knowledge, resources and materials. The activity of GEO comprises behaviours,
processes and activities that affect GSI. Therefore, it contains the qualities of initiative, aggressiveness and
proactivity that are the main drivers of GSI (Lin & Chen, 2018).

Accordingly, the following hypothesis was proposed:
H2. GEOpositively influences GSI.
H3. Green service innovation mediates the relationship between GEOand GCA.

Green knowledge sharing (GKS): Association with green service innovation and green competitive advantage:

To manage assets such as work experience and expertise in individuals of the organization is called knowledge
management. Knowledge is explicitly categorized into three different classes namely, implicit, explicit and tactic.
According to Rehman, Bresciani, Ashfaq and Alam (2021), transfer of knowledge is of vital importance for gaining
a competitive advantage for a company. Within the company, there should be a free flow of knowledge and
experience to those who need it the most for performing their duties efficiently. When individuals mutually share
their tactics and explicit knowledge, to create new knowledge, the process is called knowledge sharing. Thus, GKS
would be called a degree to which an individual shares his or her green knowledge with other members of the
organization (Zhou, Govindan & Xie, 2020).

Boston had examined the relationship between innovation, competitiveness and knowledge management. The
findings of the studies revealed that knowledge management please a fundamental role does enhance
organisational innovation. The organisation having the capability of knowledge management will use resources
more efficiently and try to be more innovative. To build momentum regarding green ideas organisations must
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educate employees about the green environment. When the farm can focus on its resources it results in service
innovation. Later, these innovative ideas are turning into reality (Abbas et al., 2020).

With the help of green knowledge, management organisations can get skills and knowledge that are required
to fulfil the organisational needs. The focus of GSI is to provide service solutions to the customers. By devising green
strategies, green service relations can easily meet the need of the environment. Organisations can easily get input
from the creation of green knowledge. Green knowledge plays a very critical role in the innovation process of the
organisation. It is important that organizations have their knowledge management strategies, so they can develop
knowledge regarding the environment and create GSI. Green creativity can also be enhanced through green self-
efficacy, green mindfulness and green shared vision (Lin & Chen, 2017).

According to K.-C. Chang, Hsu, Hsu and Chen (2019), green marketing strategies could be applied by
organizations to attract potential customers and gain brand differentiation. The acquisition and maintenance of new
knowledge are considered to be one of the main agendas for companies to gain a competitive advantage over other
organizations. With human interaction, knowledge sharing and knowledge gain, it begins to flow freely within an
organization and is applied by the members to do their jobs effectively. To produce a green sustainable product or
deliver a green service to gain profits, organizational members should be able to acquire and apply green knowledge
(Baktash & Talib, 2019).

Sharing of green knowledge and experience by every individual member of the organization constitutes GKS.
Engaging members to build each intelligence will lead to both green product manufacturing and green service
delivery. Addressing the environmental issues which are inherent in a relationship of a company with its customers
will lead to capital gain. Thus, developing a strong green capital will allow the managers to have strong leadership
in environmentally friendly products and services. The extent to which green knowledge is being shared determines
the green innovation services being offered by a firm (Kuo, Fang, & LePage, 2021).

Companies devise their product/service manufacturing and delivery platforms that are in line with the green
innovation philosophy of their customers. There is no stopping of the green market, and thus companies have to
adapt to the ever-changing market environment to maintain their competitive advantage. Ansoff (1965) was one of
the first researchers to apply competitive advantage to corporate issues. According to the definition proposed by
Hofer and Schendel (1978), the application of resources that result in a company’s distinctive position in a market
as compared to its competitors is called competitive advantage.

Therefore, to get sustainable development green competitive advantage plays a very important role. With the
help of GKS, organisations can improve their external brain knowledge end flow of information. Once organisations
have such abilities, they can achieve their goals easily (Tuan, 2021).

Accordingly, the following hypothesis was proposed:
H4. GKS positively influences GSI.
H5. GSI mediates the relationship between GKS and green competitive advantage.

Green Motivation: Association with GSI and green competitive advantage:

Workers from diverse fields are regularly exposed to environmental problems which directly lead to pollution
and degradation. Therefore, organizations are starting to devise manufacturing and delivery services that are eco-
friendly and might resolve environmental problems. However, such a huge endeavour requires the love of nature
and support from staff to achieve its prime goals (W. Li et al., 2020). If workers themselves are not motivated to
apply green practices to their products and services, then there is no hope of implementing green services in the
field of green environment programs (Mittal and Dhar, 2016). According to Hahm (2018), two kinds of distinct
motivational patterns are present in workers namely 1) intrinsic motivation 2) extrinsic motivation.

In intrinsic motivation, workers are keenly interested in their jobs and find their work quite remarkable and
thus put a lot of time and effort into learning new skills and techniques to deliver their roles effectively. Intrinsic
motivation is quite an independent form of motivation and builds on itself solely for its own sake (Fischer, Malycha
& Schafmann, 2019). Some workers, however, are dependent on external motivational factors to do their jobs which
include capital gain, reward and recognition. Thus, they are prone to finding jobs where such benefits are ample
and once these workers receive green rewards, they start applying green practices for the delivery of their services.
Thus, both intrinsic and extrinsic motivational factors for green practices need to be examined (Junsheng, Masud,
Akhtar & Rana, 2020).

Adoption of green technology involved the usage of technology that can affect the environment negatively at a
very minimum level; therefore, it is considered as an up very important part of environmental behaviour. In the
context of environmental behaviour, it is very important to understand the motivational approach. There are three
basic types of motivation namely motivation, extrinsic motivation which is generated by external factors and
intrinsic motivation which engages the satisfaction and sole pleasure of an updated individual. With the help of
environmental motivation The behaviour of people to adopt pro-environmental activities can be measured
(Bukchin & Kerret, 2020).

According to Bureau, Howard, Chong and Guay (2022), the degree of motivation will depend on the type of
motivational context. For example, motivation regarding a certain technology might push an employee to gain skills
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and knowledge about that innovative technology. An employee who has an interest in novel technology might make
it a success by participating in its manufacturing and marketing process. Similarly, another type of contextual
motivation is related to work where employees seeking to complete the assigned task will lead to recommend a
green service to the potential customer Gupta (2018).

Past studies were developed on the motivation, opportunity and ability factors so the proper understanding of
GHRM on competitive advantage and green innovation can be handled. These studies assessed the effect of
employees' green motivation on green innovation and competitive advantage. The practices of HRM play a very
important role regarding opportunities and motivation to predict behaviour, attitude and performance. The studies
showed that if there is a better understanding and assessment of GHRM, it will have more effect on competitive
advantage and green innovation. It is because the HRM practices directly affect the organisational performance,
employee motivation, opportunity and ability to perform (Sobaih, Hasanein & Elshaer, 2020).

Organisations need to control environmentally friendly strategies. They can also create environmentally
friendly strategies. The proactive level is this to achieve environmental management (Cabral & Jabbour, 2020).
These environmental strategies are very important to achieving a competitive advantage (Ahmed etal., 2021).
Accordingly, the following hypothesis was proposed:

H6. Green Motivation positively influences GSI.
H7. GSI mediates the relationship between Green Motivation and Green Competitive Advantage.

Green
entrepreneurial |
. . ™,
orientation ™\

Green knowledge > Pmeem Servioe Green competitive
sharing ~ innovation T ] advantage

Green s

Motivation

Figure (1): Framework of research

Research Methodology:

The main objective of the study was to examine the effect of factors that can affect green competitive advantage
in the SMEs of KSA. Therefore, based on past studies a self-administered questionnaire was developed. The
questionnaire was based on two parts. The first part was linked to the basic information regarding the respondents
whereas the second part of the questionnaire was linked to the items or questions linked to the variables of the
study. In this questionnaire, the items of Green Competitive Advantage were adapted from (Son, Narasimhan &
Riggins, 2005). The items of GEO and Green Innovation were adapted from (Guo, Wang & Chen, 2020), the items of
motivation were adapted from (Hendershot, Otto, Collins, Liang & Wall, 2010) and the items of knowledge sharing
were adapted from (Bock, Zmud, Kim & Lee, 2005).

To measure these items, this study adopted a 7-point Likert scale. Each item of the questionnaire was measured
on this scale ranging from 7 showing strongly agree to 1 showing strongly disagree. The data of this study was
gathered from the employees working in the SMEs of KSA. For this purpose, judgemental sampling was adopted in
this study as proposed by Marakanon and Panjakajornsak (2017) showing it to be more appropriate to generalize
the results. The suggestions of Comrey and Lee (1992) were determined for the sample size determination. This
study distributed the questionnaire among 300 respondents as Comrey and Lee (1992) termed this sample size as
good. A total of 228 usable questionnaires were received back showing a response rate of 76%. This study adapted
structural equation modelling for the analysis of the data. There are several advantages of using SEM over other
first-generation tools. These advantages include convenience, efficiency and accuracy (Aslam et al., 2019). There
are two kinds of SEM namely variance-based SEM, and other one is covariance based SEM (Richter, Cepeda-Carrion,
Roldan Salgueiro & Ringle, 2016). This study adopted PLS-SEM because it can examine complicated relationships
(Joe F Hair, Ringle & Sarstedt, 2011). Thus, the present study adopted PLS-SEM through the usage of PLS 3.3.3
software.
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Results:

The analysis through PLS-SEM is based on two steps namely the structural model and measurement model
(Joseph F Hair, Hult, Ringle, Sarstedt & Thiele, 2017). The measurement model also known as the inner model is
based on validity and reliability tests. On the other hand, the analysis of the structural model includes the testing of
hypothesis significance.
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Figure (2): Measurement model

This study examined the convergent validity of the measurement model. This validity is used for the reflective
model. There are two tests of convergent validity. Construct validity is referred as the level to which a test is
measuring what it purports and claims. For the measurement of convergent validity AVE, composite reliability and
outer loadings were measured (Hair Jr, Sarstedt, Matthews & Ringle, 2016). This study deleted no items as all of the
items had a factor loading of more than 0.50 as mentioned in table 1. Moreover, the threshold level of CR was also
achieved in this study (Hair Jr, Sarstedt, Hopkins & Kuppelwieser, 2014) as mentioned in table 2. Additionally, the
value of AVE is also more than 0.50 as recommended by (Anderson & Gerbing, 1988).

In the later stage of the measurement model, discriminant validity of the study was examined through the
HTMT test. This testis considered one of the most appropriate and robust tests (Henseler, Ringle & Sarstedt, 2015).
According to the criteria of HTMT, the discriminant validity is achieved if the matrix has values less than 0.90 (Gold,
Malhotra & Segars, 2001). The present study achieves this criterion as well.

Table (1): Factor loading
GCA GEO GKS GM GSI

GCA1 0.933
GCA2 0.891
GCA3 0.925
GCA4 0.916

GCAS 0.932

GEO1 0.925

GEO2 0.908

GEO3 0.892

GEO4 0.919

GKS1 0.905
GKS2 0.872
GKS3 0.866
GKS4 0.866

GKS5 0.896
GM1 0.929

GM2 0.924
GM3 0.782
GM4 0.901
GSI1 0.950
GSI2 0.894
GSI3 0.921

GS14 0.873
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Table (2): Reliability and Validity

Cronbach's Alpha CR AVE
GCA 0.954 0.965 0.846
GEO 0.932 0.951 0.830
GKS 0.928 0.946 0.777
GM 0.912 0.936 0.785
GSI 0.931 0.951 0.829

Table (3): Discriminant Validity

GCA GEO GKS GM GSI
GCA
GEO 0.638
GKS 0.871 0.526
GM 0.198 0.062 0.192
GSI 0.710 0.672 0.648 0.375

After a successful examination of the measurement model, this study performed a structural model. The
bootstrapping procedure was adopted with a resampling of 5000. For the determination, t- a value of more than
1.64 was employed. The result of the study shows that all of the proposed hypotheses had the t value of more than
1.64. Therefore, they are supported as mentioned in the table below.

Table (4): Results of direct relationships

Beta SD T value P Values
GEO -> GSI 0.489 0.092 5.314 0.000
GKS -> GSI 0.312 0.084 3.730 0.000
GM -> GSI 0.338 0.081 4.155 0.000
GSI-> GCA 0.671 0.079 8.523 0.000

Table (5): Results of in-direct relationships

Beta SD T value P Values
GEO -> GSI -> GCA 0.328 0.075 4.366 0.000
GM -> GSI -> GCA 0.227 0.053 4.309 0.000
GKS -> GSI-> GCA 0.209 0.069 3.047 0.001

At the end of the analysis, the value of R square was examined. As per the recommendations of Joe F Hair et al.
(2011), the minimum acceptable value of R square is 0.25. The value of the R square is mentioned in figure 2 and
the table below shows the criteria are fulfilled.

Table (6): R square

R square
GCA 0.450
GSI 0.625
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Figure (3): Structural model

Conclusion:

In 2016, the Saudi leadership decided to modernise the economy and the society and launched a futuristic
framework i.e. Vision 2030. Private entrepreneurship and green environment are one of the main focus points of
the framework. Furthermore, in the present age, stakeholders are very much concerned about environmental
issues. Therefore, this paper examined the role of green entrepreneurial orientation, GKS, green motivation and
green innovation service on green competitive advantage. The mediating relationship of green innovation services
was also examined in the research. The data was gathered from the employees working in SMEs in KSA. The data
obtained from respondents was assessed through SEM using PLS. The results demonstrated that GEO and GSI are
positively and significantly linked to each other. These findings are supported by (Shahzad, Qu, Zafar & Appolloni,
2021). Moreover, GKS and GSI have a positive association with each other as well (Tuan, 2021). The same results
were revealed with the relationship between GM and GSI a (Fischer, Malycha & Schafmann, 2019) and GSI and GCA
(Lin & Chen, 2017).

This study is cross-sectional in nature and recommend that Saudi enterprise should adapt environmentally
friendly CSR to enhance their competitive advantage.
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Abstract:

The objective of this study is to determine the factors affecting the financial performance (FP) of Small and
Medium Enterprises (SMEs) in the Kingdom of Saudi Arabia. Three factors have been examined including
corporate governance (CG), human resource capacity (HR) and access to finance (AF). Primary data were
collected using a survey by visiting offices of the SMEs and electronically. Analysis was performed using
multiple regression and factor analysis. The financial performance has a correlation coefficient of 0.63 with
corporate governance, 0.33 with human resource capacity and 0.3 with access to finance. The multiple
regression analysis results show significant positive effect of all three determinants on the financial
performance of SMEs in KSA. The R-square value shows that 43 percent of changes in the financial performance
are due to the three independent variables. During factor analysis, the value of KMO is 0.69, which means that
the original factors can be used as variables with a strong correlation, and the Bartlett sphericity value is
752.456 which is statistically significant. In addition, the results of factor analysis show that corporate
governance is the main factor affecting the financial performance of SMEs in KSA.

Keywords: SMEs; Financial Performance; Corporate Governance; Human Resource Capacity; Access to Finance;
Kingdom of Saudi Arabia.
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Introduction:

According to Harash et al. (2013), small and medium enterprises (SMEs) perform a significant role in the
economic development, social uplifting and employment creation of every country. SMEs are considered the
backbone of any successful and sustainable economy. With increasing globalization and trade around the world,
SMEs can take advantage of global opportunities. SMEs have been accepted as the engine of economic growth and
for promoting equitable development throughout the world. (Harash et al. 2013; Harash et al. 2014). A great
majority of firms worldwide are SMEs, and they play a significant role in the economy. SMEs stimulate private
ownership and entrepreneurial skills, encourage to adapt towards fluctuating market supply and demand situations
quickly, generate employment, help diversify economic activity and make a significant contribution to exports and
trade (Philip, 2010).

The Saudi economy is one of the emerging economies in the Middle East and North Africa region. In order to
diversify the economy and shift from oil to non-oil-based economy, the Saudi government has given due importance
to SMEs. Furthermore, it has been observed that SMEs constitute 99% of the private sector in the Kingdom of Saudi
Arabia (Naushad, 2021). SMEs in the Kingdom of Saudi Arabia are regulated by Monsha'at (Small & Medium
Enterprises General Authority). The number of SMEs is 1.97 million, and they constitute nearly 90% of the
registered companies and account for 60% of the total employment in Saudi Arabia. Approximately 85% of these
SMEs are sole proprietorships. The contribution of SMEs to GDP is 33%, which is lower compared to other
developing economies, but higher compared to many GCC countries (Small Medium Enterprises in Saudi Arabia
Report, 2016).

Classification of SMEs:

SMEs are generally classified based on the number of employees and the value of sales or assets. In Saudi
Arabia SMEs are classified into three categories including Micro Enterprises, Small Enterprises and Medium
Enterprises. The classification is based on two criteria together including the number of full-time workers and the
volume of revenues. According to GaStat (2019), Micro Enterprisesconsist of full-time employees from 1 to 5 people
and revenues from zero to 3 million Saudi riyals. During 2019, the total number of employees in SMEs was 2,162,924
which represented 26% of workers employed.

Small Enterprises consist of full-time employees from 6 to 49 people and revenues from 3 to 40 million Saudi
riyals. The total number employed was 1,819,753 representing 22% of total employees. Medium Enterprisesconsist
of full-time employees from 50 to 249 people and revenues from 40 to 200 million Saudi riyals. During 2019, the
total number of employees in Medium Enterprises was 1,496,465 which amounted to 18% (GaStat, 2019: Report of
General Authority of Statistics).

Considering the growing importance of SMEs in the economy, the government of the KSA is taking initiatives
to encourage and develop small and medium enterprises. A sector-wise distribution of SMEs in Saudi Arabia
includes commercial and hotels 47%, construction 27%, industry 12%, social services 8% and others 6% (GaStat,
2019).

The financial performance (FP) of a company can be measured through its survival, growth, and market share.
Therefore, successful SMEs requires achievement of financial performance for expansion and continuation. The
financial performance is measured as profitability and turnover of SMEs (Alshami, 2008). Access to finance (AF) is
a major hurdle faced by start-up SMEs (Mazanai & Fatoki, 2012). A large number of SMEs depend on the
contributions of the owners and the support of family or friends, and this may not be suitable for the financial
growth of SMEs (Pretorius and Shaw, 2004). Thus, access to external financing is critical for the successful financial
performance of SMEs.

Human resources in a company can be developed through training, development and advancement of workers.
Beaver and Jennings (2001) indicate that SMEs should embrace diversity and flexibility in their human resources.
According to Hakima et al. (2019), corporate governance (CG) refers to solving problems through the collective
efforts of diverse stakeholders and includes issues of conflict between them. Better corporate governance (CG)
ensures that businesses operate in a fair and transparent culture and that companies are accountable for their
activities (Larcker et al, 2007). Considering the positive effect of corporate governance on the financial
performance of an organization, it is widely recognized that good corporate governance improves corporate
performance (Bai et al., 2004).

One of the major objective of the SMEs is to drive the growth of Saudi Arabia’s economy and realize vision 2030
objectives and beyond so that their contribution will increase GDP share from 20% to 35% by 2030. Based on data
provided from the General Authority of Statistics 2022 (Q4), SMEs contribute 66% of the total employment in Saudi
Arabia, where their number reached 5,479,142 employees. The SMEs constitute 90% of the economies of the
developing and developed countries and provide huge employment opportunities for manpower in these countries.

Despite the SMEs importance to the Saudi economy, it has been observed that ninety percent of Saudi SMEs
are at risk of failure in their first year due to multiple obstacles, including poor capital, competition, unavailability
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of a skilled workforce and bureaucratic government measures. Access to finance remains the greatest concern for
the majority of SMEs (Khan, 2022).

There is a large number of researchers who have studied the factors that affect the financial performance of
SMEs in different regions around the world such as Arshad et al. (2017) for Malaysia, Hakimah et al. (2019) for
Indonesian, Islam et al. (2010) for Thailand” and so on. However, There are very few studies published on this topic
using Saudi data.

The objective of the study is to propose policies that will lead to improvement in the performance of SMEs in
KSA by investigating the factors including CG, HR and AF that affect their financial performance.

This paper has strong theoretical underpinnings on resource-based view theory. According to this theory,
SMEs with strong physical, financial and human resource base have a comparative advantage over less resource
endowed firms which leads to their outstanding financial performance (Barney, 1991).

The study will add to the knowledge of past researchers on different factors that affect performance of SMEs,
particularly focused mostly on the financial performance of SMEs. Moreover, the study contributes to the
broadening of our understanding of the factors affecting the financial performance of SMEs in Saudi Arabia
especially from corporate governance (CG), human resource capacity (HR) and access to financing (AF). It provides
the latest assessment of the financial performance of SMEs in Saudi Arabia. Future researchers and academic
institutions, especially those from higher education, can use the results of this research as a reference and also to
identify further research gaps to be filled in the future.

This research paper will encourage Saudi entrepreneurs as well as investors to strengthen the financial
position of their enterprises by focusing on these factors; CG, HR and AF. This study will be useful for everyone who
is interested in business and wants to engage in running either a new business or running business. As proved by
previous research in the context of other countries, these factors are also important for financial performance of
SMEs in Saudi Arabia considering that corporate governance not only enhances the financial performance and
sustainability of a company, but also leads to the development and expansion of small and medium-sized businesses.
Financial performance is also expected to be positively affected by human resource capacity of SMEs by integrating
the employees with proper planning, control, organizing skills and appropriate recruitment with qualified
personnel.

The rest of the paper is organized as follows: Section 2 discusses the literature exploring different factors
affecting financial performance of SMEs. Methodology and data are discussed in section 3. Section 4 consists of
discussion of results. Finally, section 5 concludes and proposes some policy recommendations.

Literature Review:

This research paper considers three most important factors that affect financial performance of SMEs in the
Kingdom of Saudi Arabia: corporate governance (CG), human resource capacity (HR) and access to financing (AF).

Financial Performance (FP) of SMEs:

According to Njogu (2014), financial performance is measured by the revenues it generates by proper use of
its business assets. FP is measured using different business ratios including turnover ratios and profit ratios among
others. According to Philip (2010), a company is successful if it can achieve its goals and objectives properly. A firm’s
successful financial performance is considered a business success. There are several factors and elements examined
by researchers that affect success of SMEs. Hence these determinants help to reduce the risk of failure and increase
chances of success in operations of SMEs.

Islam et al. (2010) identify eight factors including management and know-how, SMEs characteristic, products
and services, the way of doing business and cooperation, customer and market, resources and finance, external
environment, and strategy affecting SMEs in Thailand. Questionnaire is used to collect primary among SMEs
directors, managers and management teams. The results of the study reveal that the most significant factors
affecting the business success of SMEs in Thailand are customer and market, SMEs characteristics, the way of doing
business, external environment and resources & finance. The study recommends that the government should play
a leading role in educating SME workers about the opportunities available to them. The study concludes that
customers, market, resources and financing play a vital role to ensure the success of SME businesses in Thailand.

Corporate Governance (CG):

Corporate governance is of the utmost importance for the success of all companies whether local or global. The
importance of corporate governance has been further highlighted during the global financial crisis and its negative
effects. New governance regulations and rules have been introduced to control the mismanagement of shareholder
interests by senior executives. The objective is to boost the performance of the corporate board of directors. The
importance of disclosure and transparency has been emphasized (Hakima et al., 2019; Nakhaima, 2016).

According to Hakima et al. (2019), in order to reduce agency problems, companies adopt a set of rules and
regulations which is called corporate governance. In the case of a company, the enhancement of shareholder value
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through the adoption of the process and structure used to direct and manage business affairs in a company is called
corporate governance. Analysis of the study reveals that the profitability of SMEs is positively affected by gender
diversity and board size. Moreover, it becomes easier to obtain financing from investors and other financial
institutions due to good corporate governance. A balance is achieved between owners and managers due to
corporate governance which brings agency problems to a minimum level. Corporate governance is mainly
concerned with investor protection, company efficiency, transparency and accountability as well as mitigating
emerging disputes.

Nakhaima (2016) empirically investigates the factors that affect the financial performance of SMEs in Kenya.
The results of the study show a positive effect of corporate governance on the financial performance of SMEs.

Human Resource Capacity (HR):

HR is vital for the success of any company since human resources play a key role in the working of a firm. Aleem
and Rahman (2018) examine the relationship between HR practices based on hiring, compensation, training,
performance appraisal and financial performance of Pakistani SMEs. The result demonstrates that SMEs’ financial
performance there is positively related to the practices of HR, performance appraisal and training.

Khan etal. (2020) study the influence of HRM on the FP of manufacturing SMEs in Korea. Their study concludes
that HRM increases the financial performance of SMEs. Job satisfaction has a positive effect on financial
performance. In addition, in order to increase the profitability and growth of the company, employee attitude needs
to play an important role. Therefore, HR is a key endowment to achieving competitive advantage which should be
considered the most important strength for an organization.

Nakhaima (2016) study reveals that there is a strong positive relationship between HR and financial
performance of the SMEs in Kenya. It is recommended that SMEs should arrange for employees’ training, employee
participation and performance appraisal which contribute significantly to SMEs’ performance.

Study by Noor et al. (2019) shows that the three factors including management & know-how, entrepreneurial
characteristics and product quality have a strong relationship with the success of SMEs in Kelantan, Malaysia.
Therefore, SME entrepreneurs must boldly take decisions with effective management skills and knowledge as well
as pay attention to maintaining high-quality in-service provision and product in order to succeed in the business.

Philip (2010) examines six determinants of the performance of SMEs in an underdeveloped country like
Bangladesh. These factors include management and know-how, characteristics of SMEs, products & services, the
way of doing business, finance, resources and the external environment. The study shows that among these six
factors, the most important factors that affect the business success of SMEs are products and services, management
know-how, the way of doing business and external environment.

Access to Finance (AF):

SMEs mostly face problems about limited availability of finance which can be solved by easy access to financing
facilities. There are three types of financial institutions: banking institutions, non-bank financial institutions and
financing companies. Financing companies are business entities outside the banking channel and non-bank financial
institutions are specifically established to carry out activities that are included in the business field of the
institutional financing. Ease of access to financing is closely related to the financial performance of SMEs (Maesaroh,
2021).

SMEs need to demonstrate financial performance if they have to expand. Findings of the study by Mbuva &
Wachira (2019) indicate that access to finance positively affects financial performance. The study recommends for
that financial institutions create favorable policies to provide SMEs with easy access to loans. Moreover, the study
also recommends government to offer incentives and funding to SMEs at a lower cost to boost their financial
performance. Maesaroh (2021) study opines that SMEs need funding assistance in order to develop their businesses
and enhance their performance. SMEs also need help to properly manage their borrowed funds.

Njagi et al. (2017) study reveals that the liquidity position of the business and the source of finance greatly
affect financial performance of the SMEs. The equity financing of the SMEs yields an increase in financial
performance because it is a source of a long- term financing with minimal cash outflow in the form of interest. The
study suggests that angel investors should be involved as equity financiers since they not only provide the start-up
capital but also provide book keeping and managerial skills to the SMEs.

Peter etal. (2018) conducted a study on government financial support and financial performance of SMEs. The
results of the study reveal that performance of SMEs is significantly affected by financial assistance. Financial
assistance also eases financial constraints and reduces risk by creating economic conditions that foster
entrepreneurial activity, innovation and boosts profit. It is recommended that government should design support
programs that will enhance the performance of SMEs. Similarly, facilitating access to funding facilities leads to
enhanced performance of SMEs.

The financial management is considered the key to success of SMEs by improving their business efficiency. On
the contrary, inefficient FM may harm business efficiency and consequently deteriorate the growth of SMEs. Arshad
et al. (2017) study states that all three factors including financial management, management skills and marketing
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skills strongly influence the success of a business. The main engine behind the growth of financial performance is
access to finance because no firm can survive without sufficient funds (Agnew, 2003).

Harash et al. (2014), while examining the effects of financing on performance of SMEs, state that SMEs have
been acknowledged as the engine of economic growth throughout the world. Moreover, SMEs face various kinds of
challenges such as inadequate financing resources, poor customer knowledge, poor business enablers, lack of
collateral or capital, lack of credit data, low profitability and so on. This research proves that without finance, SMEs
neither absorb new technologies nor they stand to compete in global markets or even strike business linkages with
larger companies. Hence, the relationship between financing and performance of SMEs has remained the most
important subject of debate in the business finance literature.

To summarize, it can be stated that there are a lot of factors that affect the financial performance of SMEs which
were adopted by different researchers and authors in previous studies and research. Njogu (2014) examines
product/service innovation, process innovation and market innovation, Philip (2010) tests six factors characteristic
of SMEs, management and know-how, products and services, the way of doing business and cooperation, resources
and finance, external environment and so on. All these factors affect the financial performance of SMEs. In the same
way, Arshad et al. (2017) examine three factors: financial management, management skills and marketing skills.
According to Islam et al. (2011) these factors are important: SMEs characteristics, customers and market, the way
of doing business, resources & finance and external environment affect the financial performance of SMEs etc. It
should be noted that every factor has a different level of influence on the financial performance of SMEs.

All of the studies reviewed above explore different factors that determine financial performance of SMEs in the
context of different countries. Current study has employed three most important factors including corporate
governance, human resource capacity and access to financing. There is a scarcity of studies investigating financial
performance of SMEs in Saudi Arabia. This study has been carried out to fill this gap.

Model, Methodology and Data:

The model was derived from previous studies such as Arshad et al. (2017) and Noor et al. (2019) etc.

Corporate Governance

Human Resource Capacity

Access to Financing Dependent Variable

In addition, multiple linear regression model has been used to analyze the effect of independent variables
including corporate governance, human resource capacity & access to financing on the financial performance of
Saudi SMEs.

FP=a+B:1CG+ B2HR+ B3 AF + ¢
Where:

FP - is the financial performance of SMEs.
B1 - is the co-efficient of corporate governance.
B2 - is the co-efficient of human resource.
B3 - is the coefficient of access to financing.
CG - the value of corporate governance.

HR - the value of the human resource.

AF - the value of access to financing.

€ - error or random term.

a - constant.

Corporate Governance (CG):

Corporate governance has been defined in several ways. According to Capital Market Authority of the Kingdom
of Saudi Arabia “Corporate governance is a framework that determines the rights and responsibilities among the
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various parties such as the managers, board of directors, shareholders and other stakeholders in the company”.
According to Investopedia: “Corporate governance is the system of rules, practices and processes by which a
company is directed and controlled. Corporate governance essentially involves balancing the interests of many
stakeholders in a company such as shareholders, senior management executives, customers, suppliers, financiers,
government and society”.

Human Resource Capacity (HR):

Grote and Mullen (2000) define human resource capacity as “the development of knowledge, skills and
attitudes in individuals and groups of people relevant to the design, development, management and maintenance of
locally meaningful institutional and operational infrastructures and processes”. “Human Resource Development
(HRD) is a framework to help employees develop their personal and organizational skills, knowledge and abilities.
Human resource development includes opportunities such as employee training, employee career development,
performance management and development, coaching, mentoring, succession planning, key employee
identification, study assistance and organization development” Ladler (1969). According to Werner and DeSimone
(2006), “human resource development is a set of systematic and planned activities designed by an organization to
provide its members with the opportunities to learn necessary skills to meet current and future job demands”.

Access to Financing (AF):

Access to finance is essential for the survival and growth of any business enterprise. According to Kipilyango
(2012), “access to finance is the ability of individuals or institutions to obtain financial services, including credit,
deposits, payments, insurance and other risk management services”.

Financial Performance (FP):

Financial performance can be measured in terms of survival, growth, competitiveness and success. In addition,
metrics based on financial performance include return on investment, costs, sales growth and profit margin. Will
Kenton defines financial performance as “a subjective measure of how well a company is able to use assets from its
core business and generate revenue.”

Research Hypotheses:

The study intends to see the effect of corporate governance, the effect of human resource capacity and the
influence of access to financing on the financial performance of SMEs in the Kingdom of Saudi Arabia.
The following hypotheses have been derived from the above theoretical framework:
H1: There is a positive effect of CG on the FP of SMEs.
H2: There is a positive effect of HR on the FP of SMEs.
H3: There is a positive effect of AF on the FP of SMEs.

Data Collection Method:

A questionnaire was developed and used to gather the primary data in two languages: English and Arabic to
collect the information. The questionnaire consisted of four parts. The first part consisted of demographic
information of the respondents. The other three parts are related to factors affecting the financial performance of
SMEs in the Kingdom of Saudi Arabia including corporate governance (CG), human resources capacity (HR) and
access to finance (AF). These last three parts consisted of 15 questions to measure the three determinants of the
financial performance of SMEs using a 5-point Likert scale anchored by strongly agree to strongly disagree. A total
of 200 questionnaires were distributed to the SMEs management team in hard copy and soft copy. Only 150
responses were collected and filled up completely.

Econometric Analysis Technique:

The collected data using questionnaires was encoded before the collected data was entered into the computer.
The data were cleaned to make sure that the information obtained was complete. Both descriptive and inferential
statistical analysis techniques were used by the study. In order to analyze the demographic profile of the
participants, descriptive statistics were employed. Multiple regression has been carried out to analyze the effect of
independent variables on the dependent variable. Factor analysis helps in reducing the dimensions to identify the
components. IBM SPSS Statistics 26 was used to analyze the collected data. The data are presented using the table
and figures.

Results and Findings:

A total of 200 sets of questionnaires were distributed to the respondents, but only 150 answers were received;
this interprets a response rate of 75%. However, only 125 questionnaires were used for analysis, it means 62.5% of
responses are usable for analysis. 25 questionnaires were rejected due To the respondents were not from the SMEs
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category. These 25 respondents belonged to companies which have more than 250 employees; according to Saudi
SMEs’ rules and regulations, SMEs do not exceed 249 employees. Based on these assurances from famous
researchers, a 62.5% response rate is appropriate for the study. IBM SPSS Statistics 26 was used to analyze the
primary data.

Descriptive Analysis:

Descriptive analysis shows that out of 125 respondents, 97.6% of the respondents were males and the
remaining 2.40% were females. From those respondents 50.4% were aged between 21-35 years, 40% were
between 36-50 years and 8.8% were aged between 51-60 years. The result of position of the respondents shows
that 24% of them were top management level while 44.8% were in middle management and 20.8% were in
supervisory level. Moreover, level of education indicates that majority of respondents had attained college and post
graduate close to 95%. In addition, 69.6% of employees had been working for 9 to 11 years and more than 11 years.
Finally, demographic results give accurate information that is supported to find out the best findings.

Data is nearly symmetrical if skewness is between - 0.5 to 0.5. According to our results skewness for all our
variables is within this range, so we can safely conclude that the data is nearly normally distributed. Values of
Kurtosis less than 3 means that data are clustered around the mean with a thick tail. According to the results in table
(1), Kurtosis values for all variables is close to zero which means most data is normally distributed and is clustered
around the mean.

Table (1): Descriptive Analysis of Variables

FP CG HR AF
Mean 4.2432 4.3240 4.0040 3.7616
5% Trimmed Mean 4.2569 4.3594 4.0115 3.7444
Median 4.2000 4.2500 4.0000 3.8000
Variance .196 331 373 .263
Std. Deviation 44256 .57504 .61108 .51286
Minimum 2.80 2.50 2.67 2.80
Maximum 5.00 5.00 5.00 5.00
Range 2.20 2.50 2.33 2.20
Interquartile Range .60 1.00 1.00 .60
Skewness -.437 -491 .070 .398
Kurtosis .355 -219 -.837 .101

Financial Performance: there are some questions related to financial performance of the SMEs. The
respondents were requested to give their opinion on a five Likert scale. On the first statement, “We have superior
firm performance”; a majority of 92.8% agreed on the statement. 87.2% of respondents agreed on second statement,
“We have competitive advantage over our competitors”. 86.4% of them agreed on the third statement “Our company
is highly profitable as compared to our competitors.” Moreover, 96.8% of these respondents agreed on the fourth
statement, “Information and communication skills are effectively affecting our business performance positively”.
And the last statement, “The business has experienced an increase in total revenue over the last few years” was
agreed by 94.4% of the all respondents. Finally, the results of all these statements show great effects on the financial
performance of SMEs.

Corporate Governance: this is the first independent factor of the research study. Corporate governance in the
SMEs sector aims to enhance the role and responsibilities of owners, members of the board of directors and
executive departments in order to strengthening the financial performance of companies, raise the level of
transparency, and reducing potential risks that the company may face later. The survey results are presented as
follows:

Corporate governance contains some statements. The respondents were requested to give their opinions
based on Likert scale. 85.6% of all respondents agreed with the statement: “Audit committee focuses on improving
the company’s performance and competitiveness”. 87.2% of them agreed with the second statement: “The
composition of the board of our firm is a balance of executive and non-executive directors of diverse skills or
expertise.” Similarly, 90.4% respondents agreed with the third statement: “The effective use of committees improve
the quality and efficiency of the board responsibilities and mandates are clearly defined”, and 93.6% respondents
agreed with the last statement: “Corporate governance has stipulated proper bookkeeping and ensures that the
financial accounts and books are audited on a regular basis.” The results of all these statements indicate good
financial performance.

Human Resource Capacity: this is the second independent factor of the research study. Human resources
capacity concept is closely related to training, education, and human resource development. In common sense it
may refer to improvements in the ability of all employees to perform appropriate tasks within a broader set of
performance standards for the organization to improve the performance of the company. Survey results are
presented as follows.

Human resource capacity variable contains some statements. The respondents were requested to provide their
own opinion based on five point Likert scale. 73.6% of them agreed with the first statement: “The HR departments
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ensures that employees are conversant with new trends in technology adopted in the market.” 69.6% of the
respondents agreed with the second statement: “Finance and accounting department are the most understaffed”.
68.8% of those respondents agreed with the statement: “Accountants will in most cases play roles of administration,
human resources and even operations”. 76.8% of them agreed with the statement: “The company has put in place
staff training and development programs”. 68.8% of the respondents agreed with the statement: “The company
hires the best talent in the market and it has resources to retain them”. 88.00% to those who agreed with last the
statement: “Well-trained and experienced accountants help improve the financial performance of the company.”
The results imply that all these statements in determining the financial performance of SMEs.

Access to Finance: this is the third independent factor of the research study. Access to finance is the key to the
success of SMEs. Entrepreneurs emphasize innovation, improving efficiency, expanding into new markets, and
creating millions of jobs. The results of the survey are presented below:

Access to finance also consists of some statements. The respondents were requested to indicate their opinion
based on a five- point Likert scale. About 90% of respondents agreed with the first statement: “Access to financing
is important for the growth of SMEs”, and this access to finance is considered an important determinant of financial
performance. A total of 53.2% of them agreed with the statement: “Bank loans are easily accessible and available
for use to start up a business”, and 56.8% of them agreed with the statement: “Total credit finance accessed through
semi-formal financial sectors has positively affected my business.” Only 52.8% of them agreed with the statement:
“Most financial institutions are reluctant to provide long-term credit to SMEs”. A total of 68% agreed with the last
statement: “Reduction on the cost of finance, that is interest rates, application fees, loan insurance premium and
legal fees, etc. has made it easy for SMEs to access financing”. The results imply that all these statements determine
the financial performance of SMEs.

Correlation Analysis:

Correlation analysis has been carried out between all variables: Human Resource Capacity, Corporate
Governance, Access to Financing and financial performance. Correlation analysis results show that all independent
variables have a positive correlation with financial performance with corporate governance at 0.63, human resource
capacity at 0.33 and access to finance at 0.3 as shown in Table (2).

Table (2): Correlation between Variables

FP CG HR AF
FP Pearson Correlation 1 631 .330™ 299"
Sig. (2-tailed) .000 .000 .001
CG Pearson Correlation 631 1 578" .238™
Sig. (2-tailed) .000 .000 .008
HR Pearson Correlation .330" 578" 1 371"
Sig. (2-tailed) .000 .000 .000
AF Pearson Correlation 299 .238™ 371 1
Sig. (2-tailed) .001 .008 .000

**_ Correlation is significant at the 0.01 level (2-tailed).
Regression Analysis:

The result from regression analysis is used to determine the significance of the variables between independent
variables (Corporate Governance, Human Resource Capacity and Access to Financing) and dependent variable
(Financial Performance). The R square value is 0.429 which indicates that 42.9 percent variation in the financial
performance is explained by the changes of all independent variables. The model is overall significant with an F-
value of 30.34 with a 0.00 p-value, so we reject the null hypothesis of all coefficients to be zero.

Table (3): Multicollinearity Test

Model t Sig. Collinearity Statistics
Tolerance VIF
1 (Constant) 6.203 .000
CG 7.763 .000 .666 1.502
HR -1.320 .189 .608 1.643
AF 2.518 .013 .861 1.161

a. Dependent Variable: FP

Multi-collinearity test is conducted since R- Square is 0.429 to check whether there is multicollinearity or not
in the data. The VIF (Variance Inflation Factor) values detect the severity of multi-collinearity as shown in Table 3.
The results show that VIF for all independent variables is less than 5 where CG = 1.502, HR = 1.643 and AF = 1.161.
There is a common general rule for multi-collinearity when VIF is 5. Whereas all VIF for independent variables are
less than 5. Therefore, there is no evidence of severe multi-collinearities. The solution to the multi-collinearity
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problem of this study is to do nothing because as long as some of the coefficients in the regression model are
statistically significant, it is an indication that the multi-collinearity is not that serious.

Table (4) reproduces the results of regression coefficients of the independent variables which shows that CG,
HR, and AF affect FP positively and significantly.

Table (4): Coefficients results

Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta
1 (Constant) 1.801 .290 6.203 .000
CG .503 .065 .653 7.763 .000
HR .084 .044 116 1910 .091
AF 161 .064 .186 2.518 .013

Dependent Variable: FP

The column Standardized Coefficients Beta indicates that the coefficient of corporate governance is highest at
0.653 which is significant at 5%. After that, is followed by access to financing at 0.186 which is also significant at
5%. The last variable human resource contains a beta value of 0.116 and which indicates that it is significant at 10%.
These variables have an influence on financial performance of SMEs in the Kingdom of Saudi Arabia. Hence, all
hypotheses are supported.

The results agree with previous studies such as Nakhaima (2016), Hakima et al. (2019) and Petra (2005)
which show a positive effect of corporate governance on the financial performance of SMEs. The result findings also
agreed with previous studies including Nakhaima (2016) and Khan et al. (2020), which show a positive effect of
human resource capacity on the financial performance of the SMEs. The result findings also agreed with previous
studies and researches such as Nakhaima (2016), Njagi et al. (2017) and Macharia (2012), which have proved that
there is a positive effect of access to finance on the financial performance of the SMEs.

Factor Analysis:

“The basic idea of factor analysis is that by studying the internal structure of the variable correlation matrix or
covariance matrix, some random variables should be discovered which are used to describe the relationship
between multiple variables. Then group the variables according to the level of relevance among them, and make
sure that the correlation between variables in the same group is high and the correlation between groups is low. So,
each type of variable actually represents a basic structure, i.e., the common factor. These common factors are the
basic structures which that influence the correlation between the original variables.” There are three independent
variables; CG, HR and AF. The following tables show the relationship among these:

This research study applies the KMO test and Bartlett sphericity test method. The value of KMO statistics
ranges between 0 and 1 whereas 0.5 is used as the cut-off point for data acceptance. The test result found that the
KMO value is 0.685, which means that the original factors can be used for variables with a strong correlation. The
Bartlett sphericity test statistical value is larger than 752.46 which is significant at 5 percent. It indicates that the
data are relevant and can accept the results of factor analysis. As shown in Table (5):

Table (5): KMO test and Bartlett Sphericity Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .685
Bartlett's Test of Sphericity Approx. Chi-Square 752.456
df 120
Sig. .000

Common Factor Extraction:

The results of factor analysis identified 15 linear components within the data set and every component is
considered a factor. In the panel of the table: “rotation sums of squared loadings”, the eigenvalues of the factors
after rotation are displayed. The variance contribution rates of the first three main components are 25.398%,
14.426% and 12.090% respectively. The rotation has the influence of optimizing the factor structure. Before
rotation, the first factor accounts for considerably more variance than the remaining two (28.739% compared to
14.593% and 8.582%), but after extraction, it accounts for only 25.398% of the variance (compared to 14.426%
and 12.090%, respectively).
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Table (6): Rotated Component Matrixa

Component
1 2 3
Respondents 284 -436
X1 .766
X2 472 .367
X3 .739
X4 .688
X5 496 511
X6 220 .585
X7 331 .675
X8 .788
X9 .733 .360
X10 .666 .238
X11 .643 .357
X12 .342 .661
X13 .757 .200
X14 .280 .694
X15 .513

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
a. Rotation converged in 7 iterations.

Table (6) shows that the varimax method tries to redistribute factor loading such that each variable measures
precisely one-factor ideal scenario, so basically we get in rotated component one factor ideal scenario that is each
variable will load meaningfully on one and one factor. Rotation is identified for simple interpretable factors to make
loading clear and create a simple structure as well as this allows us to give some very interesting results. Therefore,
whichever variables occur in the first factor has loaded meaning over that particular factor likewise factor two and
factor three. There are several things to consider about the format of this matrix. First, factor loadings less than
0.20 have not been displayed because we asked for these loadings to be suppressed using the option. Second, the
variables are listed in the order of size of their factor loadings.

Finally, when conducting a comprehensive assessment of the effecting factors of SMEs, F1 (corporate
governance factor) is considered the main effecting factor, F2 (human resource capacity factor) and F3 (access to
finance factor) also play important roles in the overall outcome.

Summary, Conclusions and Recommendations:

The research has aimed to measure the effect of some factors affecting the financial performance of SMEs in
the Kingdom of Saudi Arabia. Based on the survey results, the study found that all independent variables, corporate
governance, human resource capacity and access to finance do have a significant effect on the financial performance
of SMEs in Saudi Arabia.

The majority of the respondents agreed that corporate governance, human resource capacity and access to
financing affect the financial performance of SMEs. Moreover, based on the correlation analysis, all variables have a
positive relationship with corporate governance at 0.631, human resource capacity at 0.330 and access to finance
at 0.3. Therefore, we can say that any positive change in any factors of corporate governance, human resource and
access to finance is associated with the financial performance of SMEs. Regression analysis results show that the R-
square value is 0.429 which indicates that 42.9 percent changes in the financial performance are explained by the
changes of all independent variables as well as multiple linear regression model coefficient analysis results show
that corporate governance has the highest beta of 0.653 followed by access to financing with a beta of 0.186 and
human resource with a beta value of 0.116. All these variables have a positive and significant influence on the
financial performance of SMEs in the Kingdom of Saudi Arabia.

Multi-collinearity test is conducted to measure whether there is multicollinearity or not in the data. The result
shows that there are no severe multi-collinearities. In addition, factor analysis was conducted, KMO and Bartlett
sphericity test results show that the original factors can be used as variables with a strong correlation because the
result of the KMO test is 0.69, so the data can be used for principal component analysis. [t indicates that the data are
relevant and can accept the results of factor analysis. Also, common factor extraction results show that three
selected common factors with eigenvalues equal to 1 explain 51.91% of whole variance. Moreover, Component
Score Coefficient Matrix tells that conducting a comprehensive assessment of the effecting factors of SMEs, the
corporate governance factor is considered the main effecting factor with a weighted score of 1.25, followed by the
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human resource capacity factor with a weighted score of 1.16 and access to finance factor with weighted score 0.61
play important roles in the overall outcome.

The results agree with previous studies such as Nakhaima (2016), Hakima et al. (2019) and Petra (2005)
which show a positive effect of corporate governance on the financial performance of SMEs. The result findings also
agreed with previous studies including Nakhaima (2016), and Khan et al. (2020), which show a positive effect of
human resource capacity on the financial performance of SMEs. The result findings also agreed with previous
studies and research such as Nakhaima (2016), Njagi et al. (2017), and Macharia (2012), which have proved that
there is a positive effect of access to finance on the financial performance of SMEs.

The main limitation of the study was the lack of cooperation from the owners because the study required the
collection of primary data from them. Therefore, to overcome this challenge, the researcher uses a combination of
online as well as in-person questionnaires to get a higher response rate.

Recommendations:

It has been noticed that there is a dramatic increase in the number of coffee shops and restaurant businesses
in the Kingdom of Saudi Arabia. Therefore, further research should be performed on the specific sector such as
coffee shop, restaurant related to the financial performance of Saudi SMEs. The study recommends a direct follow-
up by managers and resource management knowledge of the basics of accounting and all professional departments.
In addition, the human resources department must give training to the employee in a positive way and cooperate
with all departments.

During survey it is noticed that there are not a sufficient number of financial institutions that provide long-
term loans to SMEs. Therefore, the study recommends establishing more financial institutions in order to increase
and support SMEs. Human resource capability in SMEs should provide some impetus, for example, training,
compensation, recognition, freedom, appreciation, promotion, recognition, flexibility, thanks, advancement and job
security considering the ultimate goal of improving workers’ performance.
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