IMPACT OF ENTREPRENEURSHIP PROCESS ON THE ECONOMY IN SAUDI ARABIA PJAEE, 18 (16) (2021)

IMPACT OF ENTREPRENEURSHIP PROCESS ON THE ECONOMY IN
SAUDI ARABIA

Bayan Baswaid®, Nabil Tarifi?
12 College of Business, Effat University, Qasr Khuzam St., Kilo. 2, Old Mecca Road.
P.0.BOX 34689, Jeddah 21478, Saudi Arabia.

Bayan Baswaid, Nabil Tarifi. Impact of Entrepreneurship Process on The Economy in
Saudi Arabia-- Palarch’s Journal Of Archaeology Of Egypt/Egyptology 17(3), 571-581.
ISSN 1567-214x

Keywords: Economic Development, Economic Growth, Entrepreneurship Process,
Small and Medium Enterprises

ABSTRACT

Entrepreneurship can be generally described as the capacity of an individual person or a
group of persons in creating opportunities and utilize them for the growth of the society and
in return bring success to their organizations as well as their innovations. The characteristics
such as flexibility and adaptability of entrepreneurship provide an opportunity for the nation
to compete internationally along with the stable economic position. The Small and Medium
enterprises act as a cornerstone in achieving more balanced growth considering the bottom
line of the income pyramid. However, in spite of supportive governance, the performance and
contribution of SMEs to economic growth process of KSA is lagging somewhere. The main
objective of this study is to understand and evaluate the role of entrepreneurship process on
the economy of Kingdom of Saudi Arabia. This study is conducted for analytical framework
and the significance to the economy. The online questionnaire survey is used as research tool
to gather the primary data. The customers and the managers of the small and medium size
organizations of Saudi Arabia are considered as the research population. The finding of this
study provides an overview of the business environment and its relation entrepreneurship
process of Kingdom of Saudi Arabia.

INTRODUCTION

Entrepreneurship can be generally described as the capacity of an individual
person or a group of persons in creating opportunities and utilize them for the
growth of the society and in return bring success to their organizations as well
as their innovations. Economists and policy maker’s pay a great deal of
interest towards the relationship between entrepreneurship and the economic
growth of a nation. Entrepreneurship extends through each and every aspects
of economic growth of a nation; it enhances the economic development by
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launching new combinations as well as introduces incremental enhancements
which apply swelling impact over time [1].

Entrepreneurship enhances its efficiency of allocation by mixing, competing
and comparing newly introduced productive resources with the existing
resources. It also crafts the business decisions within the overall prices which
in turn influences the regulation of the game of production and exchange.
Although in our time entrepreneurship is the most admired topic still the most
important thing is to define the topic of entrepreneurship [2].

Entrepreneurship plays a key role that contributes in the rapid and balanced
economic growth of Saudi Arabia [3]. Entrepreneurship plays a crucial role for
the effective development of an economy. It is an essential aspect that cannot
be ignored. The Government of Saudi Arabia must take step to promote
entrepreneurship in the country. There are hundreds of young talents capable
of taking new challenges, but their main setback is lack of capital and the lack
of relevant skills and knowledge [4].

The hard work of the Saudi government towards motivating entrepreneurial
development has resulted into a positive impact on the economy of the nation.
Kayed and Hassan [5] believes that due to the environment which is favorable
for entrepreneurship [5]. Saudi Arabia at present is having a huge number of
newly emerged entrepreneurs those who are steadily shaping the landscape of
the country’s economy. According to Sarkar [6], these innovative and focused
as well as devoted entrepreneurs both male and female are breaking every
record in their individual fields and communities and are challenging all old
speculation that criticized the taking of risk, and creation of value in the
Kingdom of Saudi Arabia [1, 6].

Entrepreneurship contributed largely towards the proper usage of resources
and raw materials, establishing a society that is developed and self-sufficient
and creating huge opportunities for employment in Saudi Arabia. Kayed [5],
asserted that entrepreneurs are playing a key role in the economic growth in
the nation [5]. They are taking innovative steps and initiations, they are skilled
and enthusiastic and driving entrepreneurship to another level, entrepreneurs
are bringing huge and significant transformations in the process of economic
growth in Saudi Arabia, they are highly motivated individuals and always full
of action and enthusiasm and always prepared for taking all kinds of risks that
are required for attaining their economic goals [2].

A study conducted by the SME Centre at the Riyadh Chamber of Commerce
and Industry [7] on the SMEs in Saudi Arabia found that the bureaucracy is
the main problem faced by the SMEs through their activities with the
government organizations. The study also found that there are different
opportunities are also available for the entrepreneur in Saudi Arabia for
growing and developing their business. The government of Saudi and the
private sector are supporting the entrepreneur in developing their business
through providing capital, training human resources and providing business
services as they have recognized their potential for the growth.
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According to Saudi-US Relation Information Service, 2010, 1113 small and
medium sized enterprises have been benefited through the program in Saudi
Arabia [8]. The programs introduced in Saudi Arabia for the growth of the
SMEs mainly focused on providing financial support and ignore other
necessary attributes required for the growth like owners training program
which leads to de-growth of the business activities of the SMEs and also
affecting the economy of the Saudi economy. Therefore, this study identifies
the role of entrepreneurship process on the economy of Kingdom of Saudi
Arabia.

METHODOLOGY
Research Philosophy

In this study, the positivist method is applied as the process defines the hidden
logic and determines the scientific approach for the evaluation process.
However, the method rejects the depth metaphysics oriented with the research
topic. The purpose of this Dissertation is to investigate the role of
entrepreneurship process on the economy of Kingdom of Saudi Arabia.

The applied positivism approach will help in an effective analysis of the
concealed facts in the implementation. The research work has limited time
schedule; therefore, the realism and interpretative philosophical methods can
be discarded. Apart from this, the research philosophy positivism resists the
role researchers in the manipulation of the data and information which lowers
the data error in research work [9].

Research Approach

The deductive approach is applied in this study. The deductive approach uses
pre-described theories and previous researches. The entrepreneurship concept
is pre-established techniques; there are various models and theories available
can be helpful in deducing the analysis [10].

Data Collection Process

In this study, the primary sources are collected from the interaction sessions
with the employees and the managers of small and medium size organizations
of Saudi Arabia which has helped the researcher gaining information for the
research topic. The secondary sources for the research topic are collected
through both the online and offline sources which include journals, articles,
websites, books, and others. Here, quantitative approaches have been applied
for the present study. The theories, models and previous research thesis of
entrepreneurship and the information gained through questionnaire survey are
considered in this research study. The questionnaire is structured around three
main frames financial gain, growth, and customer satisfaction. The feedback
gained is analyzed in two level firstly considering both employees and
manager and secondly their response are separately analyzed. The
questionnaire is incorporated with eight constraint which helps to determine
the financial gain like improved revenue, enhanced sales, effective pricing,
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higher profitable income, quicker return on capital investment, lowering of the
threat of being deracinated from the market [11].

The parameters used to define the development of the organization are
enhanced exporting, improved share value, effective expansion, the superior
structure of organization, and development of new product, effective brand
image and gaining competitive advantages [12]. The factor used in the
questionnaire in order to define customer satisfaction are identifying
customers need, enhanced customer satisfaction, availability of the product,
effective customer relationship, effective feedback for customer complaints,
production plan, sharing reward and risk with the customers, effective service
continuation, and competitive pricing policy [13].

Sample Population

The population can be defined as the number of people who are directly or
indirectly associated with the research process. In this study, the customers
and the managers of the small and medium size organizations of Saudi Arabia
are considered as the population of the research studies that are extensively. In
this study, 50 employees and 10 managers are chosen through sampling
technique for the survey purpose.

Sampling Technique

The sample with small number is considered for studying the influence of
entrepreneurship process on the economy of Kingdom of Saudi Arabia as it
will ensemble with the criteria of the research topic. The selection of the
employees for the sampling was done through simple random probability
sampling technique which involved no specific criteria for selection. The
managers for the sampling are selected through non-probability sampling
technique [11]. The online questionnaire was prepared for the survey and the
customers were asked for the participation.

Hypotheses

In order to understand the impact of entrepreneurship process on the economic
development of Saudi Arabia, the hypothetical questions are created
considering the professional services, production and other business of SMEs.
HO: There is no effective relationship between Economic growth and
development of KSA and entrepreneurship process.

H1: There is an effective relationship between Economic growth and
development and entrepreneurship process in KSA.

RESULT AND DISCUSSION

The demographic background of the sample population is an essential aspect
which mainly describes the capability and knowledge of the participant. It is
significant to understand the realistic and appropriate behavior of respondent
while responding to the questionnaire of the survey. In this study, there are 32
participants have completed the questionnaire survey. From Figure 1, around
65% of the sample population are graduated or post graduate and 34% of the
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participants are under-graduate. There are different sections of workforce
within an organization where educational qualification is irrelevant. The
quality skill and professional knowledge are considered as the essential
necessity. Hence, educational qualification and professional knowledge & skill
of the respondents played significant role in this study.
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Figure 1: Educational Qualification

Regarding the segment of engagement, Figure 2 shows 21.88% of the
respondents said they are engaged with manufacturing industries. There are
about 15.63% of the sample population engages with social services, 9.38%
with construction industries and 9.38% with hotel and commercial sector.
Apart from this around one fourth of sample population engages to diverse
business sectors such as with financial institutions, educational organization,
insurance, marketing and export & import industries. This shows KSA is
leading in manufacturing sector and the manufacturing sector effective
influencing the economy of KSA and the peoples in KSA are more oriented
with manufacturing sector due to the accessibility, productiveness and
profitability ratio.
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Figure 2: Segment of engagement

Saudi Arabia at present is having a huge number of newly emerged
entrepreneurs those who are steadily shaping the landscape of the country’s
economy, due to the environment which is favorable for entrepreneurship.
Previously, unfavorable environmental conditions and lack of entrepreneurial
knowledge and skills among its citizens are major threats to the growth of
entrepreneurship in KSA. Presently there are several diverse factors which
resist the effective performance and profitability of the entrepreneurs or start-
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ups in KSA. Figure 3 shows, around 28.13% of respondents think lack of
capital or investment is the major challenge to entrepreneurship in KSA.
21.88% of the sample population thinks lack of effective support, 18.75%
thinks lack of productive orientation and 12.5% thinks lack of effective
information resist entrepreneur success in KSA. Furthermore, 6.25% of
respondents think lack of secure land, bureaucratic barriers and dependency on
foreign resources effective influence the success of entrepreneurs in KSA.
Therefore, it can be stated that every challenge stated in this question is
equally responsible for resisting the entrepreneurial success. The government
and entrepreneurs should look forward towards eliminating the challenges by
using integrated strategic implementations.
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Figure 3: Major challenge faced by the entrepreneur in KSA

When the respondents are about the key characteristics for establishing a start-
up in KSA, the majority of the sample population about 37.5% thinks
marketing and export promotion is the key characteristics for successful
entrepreneurship in KSA based on Figure 4. About 15.63% said training and
human resource management, creating alternative financial sources and
funding R & D are crucial characteristics for effective characteristics.
Improving awareness on legal system about 6.25% and business incubator
about 9.37% are significant critical for maintaining effective entrepreneurial
success. Therefore, transformation in government policies to be user friendly
for the entrepreneurs is essential for successful entrepreneurship in KSA,
irrespective of the fact that government in power fails to targets of the
parameter which affects the performance. Government of KSA has shown
huge effort and capital in the past for establishing policies aiming towards the
uplifting of entrepreneurship.
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Figure 4: Key characteristic(s) for establishing a start-up

Figure 5 shows the opinions of participant regarding the role of effective
entrepreneurship in KSA. The average weighted is calculated and the highest
average weighted marks by providing employment about 3.41%, follow by
retooling workforce about 3.16%, creating economic specialization by 2.91%
and increasing local tax bases by 2.88%
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Figure 5: Role of effective entrepreneurship in KSA

Figure 6 demonstrates the opinions of participant regarding the future
employment sector by preference. Majority of the participants about 59.36%
considered private sector as their future employment sector. There are 25%
and 15.63% considered public and others as their future employment sector
respectively.
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Figure 6: Future employment sector by preference

According to the survey regarding their likelihood of starting new business in
KSA which shown in Figure 7, about 25% of the sample population responded
they very likely of starting new business. About 53.13% of the participants are
likely of starting new business. There are 12.5% of the total respondents have
chosen the option ‘'unlikely' regarding their likelihood of starting new business
in KSA. Therefore, from this survey, it can be said that a majority of the
respondents are likely of starting new business in Kingdom of Saudi Arabia.
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Figure 7: Likelihood of starting new business in KSA

The programs introduced in Saudi Arabia for the growth of the SMEs mainly
focused on providing financial support and ignore other necessary attributes
required for the growth like owners training program which leads to de-growth
of the business activities of the SMEs and also affecting the economy of the
Saudi economy. Training and development are essential for creating potential
workforce and resource management. Figure 8 shows about 65.63% agrees
with the statement and 21.88% disagrees with conception.
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Figure 8: Essentiality of training and practice for starting a new business

Figure 9 shows about 37.5% of the sample populated strongly agreed with the
statement that practical experience and business plan essential for
entrepreneurial success in KSA. About 28.13% of the sample population
agreed with the questionnaire. Around 21.86% of total, the respondents are
undecided. 9.38% of the sample population disagrees with the conception and
3.13% of the sample population strongly disagrees with the statement that
SMEs of KSA helps in practical experience and business plan essential for
entrepreneurial success in KSA.
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Figure 9: Practical experience and business plan

According to the survey, when the respondents are asked about their
profitability, 6.25% of the respondents claim that they are very profitable.
According to Figure 10, 21.88% agree that the academic institutions in KSA
are effective in providing enough knowledge and experience to launch a new
business. There are 28.13% of the sample populations are averagely profitable
SMEs and a majority of the sample population which is around 43.75% is not
profitable SMEs. Therefore, majority of the SMEs in Kingdom of Saudi
Arabia are not profitable and hence cannot participate in the economic
development of KSA. The dominant non-profitable SMEs groups are running
on either government spending or on other funding which is continuously
affecting the economic growth of the country.
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Figure 10: The academic institutions in KSA are effective in providing
enough knowledge and experience to launch a new business

CONCLUSION

The entrepreneurship provided a dynamic approach in creating knowledge-
based economy through innovation and transformation according to market
needs. According to the survey, the entrepreneurship sector is playing a
significant role in economic growth and development of Kingdom of Saudi
Arabia. The SMEs of Kingdom of Saudi Arabia have untapped potential can
be exploited by eliminating the challenges faced by the SMEs. According to
the present situation, the SMEs of KSA does not have enough capability or
productivity to sustain economic development process. Presently there are
diverse factors which resist the effective performance and profitability of the
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entrepreneurs or start-ups in KSA. Based on the obtained result, the peoples in
KSA are more oriented with manufacturing sector due to the accessibility,
productiveness and profitability ratio. The government of KSA has adopted
short-term policies and effective strategies to improve the performance of
Small and medium enterprises. Apart from financial aspects, the SMEs require
effective business policies, infrastructural development, promotional activities
and market surveys in order to gain information about the competitive market
situation. Training and development are essential for creating potential
workforce and resource management.

ACKNOWLEDGMENTS

The authors are grateful for the support given by the participants and College
of Business, Effat University.

REFERENCES

Chilipenok, Y. 2015. Modern Worker of Small and Medium-Sized Businesses
as a Subject of Socio-Labour Relations. Resources.Sisp, 0, 7, 594.

Hoti, H., Hoxha, R., and Ahmeti, R. 2015. Investments in Small and Medium
Businesses, their Role in the Economy Development of Kosovo.
Academic Journal of Interdisciplinary Studies, 4, 2, 461-466.

Zamberi Ahmad, S. 2012. Micro, small and medium-sized enterprises
development in the Kingdom of Saudi Arabia. World Journal of
Entrepreneurship, Management and Sustainable Development, 8, 4,
217-232.

McKeiver, C. 2005. Environmental Management Systems in Small and
Medium Businesses. International Small Business Journal, 23, 5, 513-
537.

Kayed, R. N., and Hassan, M. K. 2010. Islamic Entrepreneurship: A Case
Study of Saudi Arabia. Journal of Developmental Entrepreneurship, 15,
04, 379-413.

Sarkar, M.B., Echambadi, R., Cavusgil, S., and Aulakh, P. 2001. The
influence of complementarity, compatibility and relationship capital on
alliance performance. Journal of the Academy of Marketing Science,
29, 4, 358-73.

Starting small: Given the large number of local SMEs, opening up financing
and opportunities is key. Saudi Arabia, Economy Retrieved March 23,
2020 from https://oxfordbusinessgroup.com/analysis/starting-small-
given-large-number-local-smes-opening-financing-and-opportunities-
key-2

McKeiver, C. 2005. Environmental Management Systems in Small and
Medium Businesses. International Small Business Journal, 23, 5, 513-
537.

John W. Creswell 2013. Research Design Qualitative, Quantitative, and Mixed
Methods Approaches SAGE Publications, Inc.

Tsukada, S. 2015. Adoption of Shadow Bid Pricing for Enhanced Application
of "Value for Money" Methodology to PPP Programs. Public Works
Management & Policy, 20, 3, 248-263.

Kadiri, 1. B. 2012. Small and medium scale enterprises and employment
generation in Nigeria: the role of finance. Kuwait Chapter of Arabian

580



IMPACT OF ENTREPRENEURSHIP PROCESS ON THE ECONOMY IN SAUDI ARABIA PJAEE, 18 (16) (2021)

Journal of Business and Management Review, 1, 9, 79-93.

Antony, J., and Banuelas, R. 2002. Key ingredients for the effective
implementation of Six Sigma program. Measuring Business Excellence,
6, 4, 20-27.

Robinson, D. and Wells, P. 2009. Special issue on research methods and
methodology: editorial. People, Place & Policy Online, 3, 2, 75-77.

*This form below helps us to understand your paper better, so please fill
in the information of all authors. The form itself will not be published.

Authors’ background

Position can be chosen from:
Prof. / Assoc. Prof. / Asst. Prof. / Lect. / Dr. / Ph. D Candidate / Postgraduate
[ Ms.

Paper | Position , Full [ Email address Research | Personal
ID Name, Working Interests | website
unit & nation (if any)

Assoc.  Prof., | ntarifi@effatuniversity.edu.sa
Dr. Nabil
Tarifi, Effat
University,
Saudi Arabia

Student, Bayan | bbaswaid@effatuniversity.edu.sa
Baswaid, Effat
University,
Saudi Arabia

581


mailto:ntarifi@effatuniversity.edu.sa
mailto:bbaswaid@effatuniversity.edu.sa

