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ABSTRACT 

Small businesses are said to be the backbone of a nation’s economy, and the engine of 
economic growth, diversification, wealth generation, and job creation. In recent years, the 
Saudi government has heavily supported entrepreneurship as a means of diversifying the 
Saudi economy, following a massive drop in oil prices in 2016. Most strikingly, this 
support has formed part of a series of economic reforms within ‘Saudi Vision 2030’. 
Despite this enthusiasm and support, however, the complex challenges of running a start-
up are perhaps more difficult than ever. Therefore, many small Saudi businesses currently 
do not survive more than three years. In light of this, understanding the barriers to small 
start-up survival is an increasingly urgent research topic. 

The aim of this study was to investigate the factors leading to the failure of small business 
start-ups in Saudi Arabia, thereby contributing to a Saudi perspective in the literature by 
empirically identifying the barriers to small start-up survival. 

While there is a mass of literature on small businesses and entrepreneurship, there is no 
generally agreed theoretical framework or list of factors for this field that contribute to 
failure outcomes. Thus, a framework of 48 factors was derived from the literature 
representing the potential barriers to small start-up survival. These were then divided into 
three main categories: Individual (’the owner or personal/entrepreneurial), enterprise 
(‘the firm’), and environmental ‘(the external’ or economic, political, socio-cultural and 
infrastructural).  

An explanatory sequential mixed-method approach was adopted for this study. Thus, 
following a pilot test, the researcher conducted 750 surveys, using the Qualtrics online 
survey tool, with 296 valid surveys returned. Subsequently, in order to add further depth 
to the research, 15 semi-structured interviews were conducted with government officials, 
a senior businessman, and both successful and unsuccessful entrepreneurs.  

The findings revealed significant barriers within each category of failure factors 
(individual, enterprise and environmental). Several of the barriers identified 
corresponded to those found in other studies from both developed and developing 
countries.  The key findings related to political, economic and infrastructural 
perspectives, especially problems with the labour market financial institutions, 
regulatory and legal infrastructure, compliance costs, government support, bureaucracy, 
skills deficits, and poor communication between government institutions. 

This research is exploratory in nature, due to a dearth of existing research on the barriers 
facing entrepreneurs in Saudi Arabia.  Identifying the key barriers will therefore help 
entrepreneurs, start-ups and policy-makers to take measures to eliminate or minimise 
these barriers, thereby supporting the growth of entrepreneurship in the Kingdom. 
Recommendations for further have been made, with tentative recommendations for 
entrepreneurs (practice) and policy-makers. 

Originality: 

There is currently no complete study of the same length and ambition of this work, which 
has sought to develop a comprehensive framework of barriers affecting small 
entrepreneurial start-ups in the context of modern-day Saudi Arabia. 
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Chapter 1: Introduction 

 “The only real mistake is the one from which we learn nothing.”  

-Henry Ford- (1863-1947) 

1.1 Introduction 

Nowadays, the challenges of running a start-up can be very complex and are perhaps more 

difficult than at any other time in the past. Changes in technology, manufacturing 

innovation, and product development, combined with intense competition and market 

regulations, are factors that have put pressure on the classic methods of managing firms, 

thereby forcing change. As a result, the rate of closure, exit, or discontinuation of start-

ups and young businesses is very high (Westhead, Storey, and Cowling, 1993; Storey, 

1994; Lussier, 1995; Wastson, Hogarth-Scott, and Wilson, 1998; Timmons, 1999; Bridge, 

O’Neill, and Martin, 2012; Xiao, Larson and North, 2013; Daskalakis, Jarvis, and 

Schizas, 2013; Amankwah- Amoah, 2016; Hyder and Lussier, 2016; Cowling and 

Matthews, 2017). Nevertheless, small firms play a special role in modern economies, 

enhancing the generation of income, growth, and rate of employment, since they respond 

to market demands more quickly than big companies can (Acs, 1999; Thurik and 

Wennekers, 2004; Xiao, 2007; Cowling, 2008). Despite the essential role of small firms 

in an economy, they still tend to face unique obstacles that exert a negative influence on 

their performance and rate of survival. Regardless of their flexibility and ability to adapt 

to the business environment, they experience specific difficulties compared to large firms, 

which necessitates a response on their part. In fact, it is not easy to determine with any 

certainty the reasons why small firms fail. Failure itself is not clearly defined, and its 

exact causes are hard to diagnose (Storey, 1994; Wastson, Hogarth-Scott, and Wilson, 

1998; Timmons, 1999; Hamilton, 2006; Storey and Greene, 2010; Walsh and Bartunek, 

2011; Wennberg and DeTienne, 2014).  

The question of whether small businesses can enhance economic growth may appear easy 

to answer: entrepreneurs create businesses, which in turn create jobs and enhance 

competition, thus leading to increased productivity (Acs, Desai and Hessels, 2008; 

Cowling, 2000; Daskalakis, Jarvis, and Schizas, 2013). In fact, entrepreneurship is about 

creating a vision and paving the way to realising it through the establishment and 

perpetuation of business activities. Entrepreneurs are individuals who identify market 

needs and launch undertakings to meet them (Diaz-Foncea and Marcuello, 2013). They 
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are therefore risk-takers, who provide impetus for change, innovation, and progress in the 

economic life of a nation (Longenecker et al., 2012). The higher the level of 

entrepreneurship in a country, the greater the country’s overall economic growth (Acs, 

2006; Xiao, 2007; Acs, Desai, and Hessels, 2008). This has already been proven in 

countries like the US, where the entrepreneurial projects of the 1970s and 1980s moulded 

the economy by creating new jobs across a range of sectors, thus widening the national 

economic base (Smith, 2010; Bampoky et al., 2013; Kritikos, 2014; Drucker, 2015). 

Entrepreneurship has consequently taken centre stage and become a significant topic for 

practitioners and academics alike, particularly with respect to its capacity to generate new 

businesses (Acs, Autio and Szerb, 2014). Small start-up businesses have the potential to 

extend their products and services on offer for consumers, as well as expanding 

employment opportunities, thus contributing to economic growth in multiple ways (Acs, 

2006).  

Nevertheless, starting a business can be very challenging for numerous reasons, and so 

gaining an understanding of the common barriers to survival faced by small business start-

ups could help entrepreneurs set off along the right path. This study consequently sets out 

to contribute empirically to the investigation into why most small entrepreneurial 

business start-ups die young in Saudi Arabia, within the first three years of operation. 

This question will be explored in the light of Saudi Vision 2030.  

Empirical evidence from developed (Argenti, 1976; Westhead, Storey and Cowling, 

1993; Storey, 1994; Lussier, 1995; Cowling, 2006; and Ooghe and Prijcker, 2008) and 

developing economies (Temtime and Pansiri, 2011; Aristi, 2011; Chowdhury, Alam and 

Arif, 2013; Aristo, Zandi, and Bahmani, 2014; Lussier and Hyder, 2016; Al-Ghamri, 

2016) that most small start-ups fail within 3 years. However, to date, there is no data 

collected by the Authority of SME in Saudi Arabia confirming the percentage of failure 

among all small start-ups, yet, given the known evidence that small ventures facing 

unique challenges in their start-up stage, it reasonable to assume that failure in a complex 

developing countries such as Saudi are slightly high or higher than developed counties.  

The keywords here are therefore small business barriers, start-up businesses, 

entrepreneurship, entrepreneurs, and Saudi Arabia. 
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1.2 Research Background  

The Kingdom of Saudi Arabia (KSA or SA) is a country in the Middle East, situated 

between the Red Sea and the Arabian Gulf. It shares borders with Jordan, Kuwait, and 

Iraq in the north, Oman and Yemen in the south, and Qatar and the United Arab Emirates 

(UAE) in the east (Vincent, 2008). Saudi Arabia remained underdeveloped until the 

1930s, when oil was discovered in the Kingdom. Its oil reserves were subsequently found 

to represent almost one-fourth of the world’s total reserves. This transformed the nation 

into one of the wealthiest countries on the planet (World Bank, 2014).  

Over the last few decades, SA has made considerable achievements in economic reform 

and the liberalisation of its market, thus leading to economic growth, increased exports, 

and private sector participation (which contributes 41% of the country’s GPD) (Ministry 

of Finance, Saudi Arabia, 2014). However, since the beginning of the 21st century, per 

capita income has declined to around 40% of its value at the peak of the oil boom in the 

’80s. This has been coupled with a massive population boom, which has led to 

overcrowding in the Saudi labour market. The combined impact of these two factors poses 

a threat to the future of SA and thus calls for massive restructuring of its economy (Fitch, 

2015). 

Since the early years of industrialisation in SA in the 1970s, the country has witnessed an 

active development process in various economic sectors. While large-scale industry, 

commerce, agriculture, and service sectors have enjoyed the ‘lion’s share’ of the interest, 

the small ‘organic’ business infrastructure has remained significantly underdeveloped 

(Al-Kibbi and Radwan, 2002). This study is therefore concerned with providing 

information on the factors that serve to hinder start-ups and which are associated with 

their failure. An understanding of the most significant of these factors for new small 

businesses, and of what motivates entrepreneurs to establish such businesses, will 

consequently help foster an understanding of the needs of new businesses and 

entrepreneurs during the early years of their operation. 

Numerous studies have focused on the success of small businesses and entrepreneurial 

start-ups but have tended to ignore the fact that small businesses are twice as likely to fail 

(Timmons, 1999). Moreover, few studies have mentioned the factors in failure, such as a 

lack of support from agencies or the government. In the current study, therefore, the 

barriers to survival are covered more broadly, especially personal/entrepreneurial, 



 

4 | P a g e  

 

enterprise, and environmental factors, with regard to the various possible reasons for 

failure, in order to determine the best solutions and make appropriate recommendations. 

The current research consists of exploring the most significant individual, internal, and 

external factors that create barriers to the survival of start-up businesses. The aim is to 

reduce to a minimum the likelihood of failure by increasing the awareness of the barriers 

that might face nascent and start-up entrepreneurs along with suggested solutions to 

policy makers in small-scale entrepreneurial start-ups in SA, so as to promote economic 

growth in the light of the Saudi government’s Vision 2030 plan. 

 

1.3 The Research Problem  

Over the last few decades, the Saudi government has been struggling to stabilise its 

economy, especially after the latest decline in oil prices, which dropped by the end of 

2015 from $120 to $30 a barrel – bearing in mind that 87% of the country’s GDP comes 

from oil (World Bank, 2016). This sharp decline in oil revenue also brought down the per 

capita income in Saudi Arabia (Al-Kibsi et al., 2015). In addition, statistics from the 

Central Department of Statistics and Information in Saudi Arabia (2015) illustrate how 

37% of the country’s population is made up of young people, with a currently high 

unemployment rate of 11.5%. Employment growth in the government sector is just 

3.27%, compared with the private sector’s 14.88%.  

By the beginning of 2016, the Saudi government had recognised the need to diversify its 

economy; hence, it announced a series of economic reforms, the National Transformation 

Plan or ‘Vision 2030’. These expected reforms were intended to help Saudi Arabia during 

an era of low oil prices. The National Transformation Plan, which includes the sale of 

assets, tax increases, and cuts in expenditure, has affected the nation’s strategy for 

managing its financial reserves, resulting in the expectation of a more effective private 

sector. The government is consequently developing a new strategy aimed at bolstering 

national economic achievement, with the implementation of a series of economic 

measures to reduce dependence on oil. 

In the light of the above, it would appear that the Saudi government believes 

entrepreneurship to be the panacea for its economy problems. This type of activity is 

arguably capable of creating new businesses and therefore jobs, while enhancing 

competition. It can develop the economy by fuelling improvement, thus increasing 
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creative activity in every aspect of life, and diversifying its impact on every facet of the 

economy, leading to incremental advancement. Entrepreneurship also provides scope for 

creating various types of businesses and products, with the potential to render the country 

and its society more self-sufficient (Acs, Autio and Szerb, 2014).  

In general, small businesses offer a range of advantages, such as being able to act and 

react promptly, as well as remaining flexible and close to the customer, and serving as a 

competitive spur to large firms. Small and medium enterprises (SMEs) can also perform 

important sub-contracting functions and are likely to be locally owned. However, in SA, 

despite a certain amount of government support, small start-up business entrepreneurs 

face particular challenges to their survival (Al-Faadhel, 2010). Moreover, the contribution 

made by SMEs to Saudi Arabia’s GDP falls below the comparable benchmarks, at less 

than 30%, while in the 15 largest economies in the world, SMEs contribute around 46% 

to GDP (Global Competitiveness Forum, 2016). 

Ultimately, SA needs to protect itself economically and financially from the volatility of 

revenue derived from petroleum and its related products. At the same time, the National 

Transformation Plan focuses on how to secure the future of its economy and create 

sustainable development within the country. The Saudi government has invested widely 

in infrastructure and education, along with providing a stimulating environment for 

private businesses to thrive in, mainly by improving access to funding (Evans-Pritchard, 

2015). However, despite these positive steps to promote business activity, SA’s markets 

are based on trading goods that are produced elsewhere, as opposed to actually 

manufacturing them.  

In the main, this study focuses on providing evidence from failure entrepreneurs, 

successful entrepreneurs, government officials, hard and soft small businesses 

consultants, and senior businessman, of the factors associated with the failure of business 

start-ups. An understanding of the most significant of these factors in new small 

businesses and entrepreneurs’ motivation for establishing them will give a clear 

understanding of the needs of start-ups and their owners during their early years of 

operation. Several studies have focused on either intermural or enterprise factors and 

ignored other environmental factors. In this study, the most significant factors are 

highlighted (entrepreneurial, enterprise, and environmental), in order to develop a 

comprehensive picture of the causes of failure amongst Saudi start-ups within the crucial 

three-year period. 
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Therefore, the aim of this study is to investigate the most important internal and external 

factors that create obstacles to the survival of entrepreneurial start-up businesses. This 

study is of crucial importance for three reasons: first, it contributes to the theoretical and 

empirical body of knowledge in the area of Saudi entrepreneurship; second, it will help 

small business entrepreneurs avoid the pitfalls leading to business failure and thus reduce 

the failure rate of SMEs in SA by outlining barriers and increasing entrepreneurs 

awareness of possible challenges they might face; and third, it will directly support the 

government’s Vision Plan 2030, where the aim is to enhance entrepreneurship in the 

Saudi context and mitigate failure among small businesses. 

 

1.4 The Evolution of the Topic 

The researcher comes from a business family; his dream was always to start businesses. 

The researcher has observed the challenges that start-up entrepreneurs face in the Saudi 

Arabian context, even though the Saudi government have tried to minimise these; their 

strategies have not been effective. The researcher has decent experience of starting small 

businesses; he established a small start-up in the USA while doing his bachelor’s degree, 

and assisted relatives and friends in starting businesses during his master’s. Throughout 

the PhD programme he became an angel investor with a female entrepreneur in order to 

view the actual start-up environment in SA and to be familiarised with the current survival 

obstacles. Along with working voluntarily in consulting young entrepreneurs via one of 

the Saudi SME Authority’s soft support channels (https://fnar.sa/ar). This study’s aim is 

thus to investigate and explore theoretically and practically the obstacles and barriers that 

small start-up entrepreneurs face in Saudi Arabia, especially after the launch of the 

ambitious Saudi Vison 2030, as he personally believes in the power of small start-ups in 

supporting any economy. He dedicated this thesis to the government of Saudi Arabia as 

an appreciation of their financial support during his higher education journey abroad 

(bachelor’s degree, master’s, and a PhD), for more than fourteen years.  
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1.5 Study Questions 

This research attempts to answer the following main research question: 

Why is it that most small business start-ups in Saudi Arabia do not survive longer 

than their first three years of operating? 

In order to be able to effectively answer this main question, it is divided into three sub-

questions: 

1- What are the most significant individual factors leading to small business 

start-up failure?  

The answer to this question will help identify significant individual factors that directly 

affect small start-up business survival. In this study, individual factors are divided into 

two perspectives: personal, such as gender, age, education, dedicated hours, experience, 

and personal capital; and entrepreneurial factors that include motivation, skills, interests, 

locus of control, achievement, creativity, risk-taking, and family influence. 

2- What are the most significant enterprise factors leading to entrepreneurial 

start-up failure? 

The answer to this question will help ascertain the significance of enterprise factors, 

focusing on variables connected to daily business operations (internal factors), taking into 

account the location, marketing, business plan, use of technology, management, 

customers and suppliers, quality, teamwork, and financial control. 

3- What are the most significant environmental factors leading to 

entrepreneurial start-up failure? 

The answer here will help identify the significant environmental factors that either 

directly or indirectly affect business start-ups. In this study, environmental factors are 

divided into four axis: political, economic, socio-cultural, and infrastructural, in order to 

construct a broader picture. 
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1.6 Study Objectives  

The foremost objective of this study consists of exploring the most important individual, 

internal, and external factors that create barriers to the survival of entrepreneurial business 

start-ups in SA, in order to: 

• Discover the current situation facing entrepreneurship in Saudi Arabia.  

• Identify the individual factors in regards to entrepreneurs that are most significant for 

the failure of business start-ups.  

• Explore the enterprise factors that are most significant for the failure of business start-

ups.  

• Discover the environmental factors that are most significant for business failure in 

Saudi Arabia. 

• Probe entrepreneurs’ perceptions of the challenges facing them in Saudi Arabia, as a 

result of the government’s Vision 2030. 

• Make recommendations concerning support for small start-ups in Saudi Arabia to 

minimise their barriers, to help them achieve growth, and to contribute to economic 

development in Saudi Arabia. 

 

1.7 The structure of the thesis 

The thesis is presented in ten chapters, structured as follows: 
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Figure 1.1: Structure of the Thesis 
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1.8 Empirical Review 

Despite the dearth of studies investigating entrepreneurship in SA, there is a certain 

amount of research that has focused on the success factors for SMEs in the Saudi context 

(Al-Faadhel, 2010; Alotibi, 2014; Al Saleh, 2016). However, most of the research has 

been narrowly focused on gender issues associated with female entrepreneurship in that 

context (Sadi and Alghazali, 2010; Syed, 2011; Eraqi, 2012; Danish and Smith, 2012; 

Alessa, 2013; Nieva, 2015), while Aldossari (2013), Khan (2013), Alsakran (2014), and 

Algarni (2016) focus on government policy and economic development in SA. The 

present study differs from previous work, in that it takes a broader look at the start-up 

population. It therefore examines the difficulties and challenges facing small 

entrepreneurial start-ups, but gender is not one of the aspects considered.   

The findings of previous studies do give some hints on answers to the research questions, 

such as the importance of technology and the liberalisation of the economy (Balunywa, 

2009); innovation and creativity (Alshumaimri, Aldridge, and Audretsch, 2010); the 

importance of knowledge, cooperation, and support for SMEs (Alsheikh, 2009, Xiao, 

Larson, and North, 2013); the importance of training in business planning (Alfaadhel, 

2010); the importance of finance in small start-ups (Xaio, 2011; Cowling and Matthews, 

2017); the importance of capital structure for the survival of small firms (Daskalakis et 

al., 2017);  the importance of high-tech business incubators in supporting start-ups 

(Cowling and Binnui , 2018; Xiao and North, 2018) and the importance of sound 

government policy aimed at improving the performance of SMEs and boosting the 

economy (Aldossari, 2013). The present study builds on these previous empirical 

findings. 

 

1.9 Research Significance 

There is a clear lack of research on entrepreneurship in developing countries in general, 

and in SA in particular (Darley and Khizindar, 2015). It is expected that by exploring the 

most important factors that create barriers to the survival of start-up projects in the 

country, an increase in entrepreneurship will be promoted, both locally and further afield, 

besides enhancing the government and private economic sectors.  

Several research and analysis incentives, such as those described by Ahmad (2012), Nieva 

(2015), and Darley and Khizindar (2015), have highlighted the need for new business 
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creation in SA and acknowledged the Kingdom’s plans towards this end. It is believed by 

many economic analysts and academics to be a solution to the present state of affairs in 

the country, with special relevance for gender issues and other specific obstacles. One 

Saudi government announcement concerned plans to create the largest sovereign wealth 

fund in the world, amounting to around two trillion dollars (Vision2030.gov.sa, 2016). 

The government has consequently developed a new strategy, aimed at strengthening 

national economic achievement with the launch of a series of economic measures to 

reduce dependence on oil. This further highlights the significance of this research. 

The current study therefore endeavours to fill a clear gap in the existing literature and will 

help compensate for the lack of knowledge concerning entrepreneurship projects in the 

developing countries of the Middle East, which are also members of the Organisation for 

Economic Co-operation and Development (OECD). It achieves this by focusing on SA 

and its bid to establish an economy that is not purely based on oil. Furthermore, this 

research explores the reasons why so many small entrepreneurial ventures fail at an early 

stage, drawing upon the perceptions of Saudi entrepreneurs who own SMEs and taking 

into account Saudi Arabia’s national Vision 2030. It is hoped that the study’s outcomes, 

when shared with agencies such as the Ministry of the Economy and Planning, Ministry 

of Commerce and Investment, the National Entrepreneurship Institute, King Salman’s 

entrepreneurship initiative, the Saudi Credit and Savings Bank, the Saudi Chambers of 

Commerce, the Saudi Industrial Development Fund, the Dolany Business Centre, and the 

Authority for SMEs, will benefit the nation’s entrepreneurs and the Saudi economy in 

general. 

Finally, this study will be especially beneficial for those entrepreneurs launching start-

ups who are still in the early stages of establishing their ventures. Their success will in 

turn help promote the nation’s economic growth and impact upcoming generations, 

developing their capacity and willingness to plan, launch, organise, and manage business 

ventures as a means of generating profit. In addition, this study provides a basis for future 

specialised studies in various branches of entrepreneurship. 
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1.10 The Research Gap  

• No trusted academic research has been carried out on the failure of small business 

start-ups in the unique context of SA. 

• Previous studies have tended to focus on the success factors and ignored the 

phenomena associated with failure.  

• Previous studies have focused on start-up failure in developed countries, but there 

is still a lack of such research in developing countries.  

• The most significant scholars that focused on business failure such as; The Lussier 

Model (Lussier, 1995) Storey’s (1994) and Everett and Watson (1998) do not cover 

significant environmental variables, such as the socio-cultural, economic, political, 

or infrastructural factors that are unique to a country such as SA. 

• The few studies that have focused on barriers to business survival have been 

dedicated to demographic/entrepreneurial factors, internal (business) factors, or a 

few environmental factors, but have omitted to cover all four of the main 

characteristics listed above, with more than 48 possible factors. 

 

1.11 Limitations of the Research 

The Saudi commercial market is in extensive chaos, for several different reasons, 

whereby new projects emerge daily, while vast numbers of entrepreneurial businesses 

shut down (World Bank-Doing Business Report, 2018). As a result, many small 

enterprises are unstable, and information collected from them can be perplexing. For 

example, the Authority for SMEs in Saudi Arabia, to date, do not have data for the 

survival rate of start-ups in Saudi Arabia. On the other hand, a substantial number of start-

ups are active, but with invalid licenses. For this reason, entrepreneurs may avoid 

disclosing information and so are of little use to this research. Lastly, from the time of its 

establishment at the end of 2016 to date, the Saudi Authority for SMEs has yet to draw 

up a list indicating the number of small business start-ups in Saudi Arabia. 
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1.12 Scope of the Research 

This research focuses on the issue of small business start-ups being constantly launched 

in Saudi Arabia but failing within the first three years. The start-ups investigated in this 

study were selected from official government recommendations made by the Riyadh 

Institute of Entrepreneurship, the Dolany Business Centre, and non-official government 

recommendations disseminated through the Twitter social network (via the accounts of 

influential Saudi entrepreneurs). These small entrepreneurial start-ups, not registered 

through government channels and struggling to survive, participated in the research 

survey. Meanwhile, official government employees from the Authority of SME, the 

Riyadh Institute of Entrepreneurship, and the Dolany Business Centre, as well as a senior 

businessman, participated in interviews, in order to investigate this issue in more depth. 

Five failed and five successful entrepreneurs were interviewed, covering as many angles 

as possible. The current research is limited to exploring the main barriers and challenges 

to the survival of business start-ups, with a particular focus on individual 

(personal/entrepreneurial), enterprise (the business), and environmental (economic, 

political, socio-culture, and infrastructural) factors.  

 

Below is the road map of the thesis: 
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Figure 1.2: Road map of the Thesis 
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1.13 Summary 

In this chapter, the importance of small firms for enhancing a national economy has been 

emphasised. Also stated were the research aims and main research questions that emerged 

from them, namely ‘Why do most small start-up businesses fail within three years in Saudi 

Arabia?’ This topic was justified by the gap identified in the literature on entrepreneurship 

in developing countries, especially SA, while also acknowledging the study’s limitations. 

Furthermore, the importance of this research was highlighted, as the Saudi government 

seeks to reduce its reliance on oil by diversifying its commercial activity, especially in 

relation to the National Transformation Plan, Vision 2030. 

In the following chapter, an overview of the theoretical literature of entrepreneurship, 

entrepreneurs, the business life cycle, and the importance of small business success along 

with the definition of business success and failure will be identified from previous studies. 
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Chapter 2: Theoretical Literature 

 
2.1 Introduction  

This chapter presents a review of previous theoretical literature on the reasons why 

business start-ups fail. Storey (1994:89) states that: 

The subject of business failure and deaths has interested a number of disciplines 

of researchers. Even so, theoretical developments in this area have been less 

sophisticated than those on the start-up of businesses.  

This chapter will, therefore, consider the role of entrepreneurship in economic growth 

and the importance of small firms and entrepreneurs to a nation’s economy. A discussion 

will then follow on why someone might choose to become an entrepreneur. A definition 

of business failure will subsequently be provided in global terms. Finally, the theories 

affecting the failure of small firms will be discussed in depth.  

 

2.2 Entrepreneurship  

According to Gries and Naudé (2011, p.217), entrepreneurship is “the resource, process 

and state of being through which individuals use the positive opportunities in the market 

by creating and growing new business firms”, while Hay et al. (2003, p.8) recognise 

entrepreneurship as “the key to unlock future economic potential and a source of 

sustainable economic productivity”. Austin, Stevenson and Wei-Skillern (2006) add that 

the entrepreneurial process includes assembling the necessary assets, implementing a 

sensible action plan, and collecting rewards in a timely, flexible manner. 

Entrepreneurship is essentially about creating a vision and paving the way towards 

realising it through the establishment and maintenance of a business.  

Similar conceptions of entrepreneurship are expressed and supported by other researchers 

from the periods described above. These opinions cater to the assumption that innovative 

ideas are essential to the development of a national economy, namely in their 

encouragement of the development of know-how and competition. Therefore, 

entrepreneurship may be viewed as a key requirement of national development. Most 

studies conducted before the 2000s gratified this concept of entrepreneurship, which has 
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relevance for developing economies and emerging markets that provide a wide range of 

opportunities.  

Major contributors to this research area are Say (1924), Schumpeter (1929), McClelland 

(1961), Kilby (1971), Shapero (1975), Vesper (1987), Timmons (1989), Drucker (1985), 

Hisrich (1987) and Chell (1995), among others. These studies bring out the following as 

examples of entrepreneurial traits: goal orientation, determination, initiative, problem-

solving ability, independence, risk-taking and innovation, although this list is not 

exhaustive. However, later researchers have moved away from an exploration of specific 

traits towards observation of behaviour. They argue that traits change with time and so 

entrepreneurs are likely to become indistinguishable from other types of businesspeople 

(Gartner, 1985; Aldrich and Zimmer, 1985; Grasley, 1986). Moreover, McClelland 

(1961), Bygrave (1995), Drucker (1995), Frese et al. (1990) and Westhead and Wright et 

al. (1998) are among those who argue that entrepreneurship is best described through 

behaviour. 

In fact, entrepreneurship has become a significant topic in both practice and academia, 

particularly with respect to its impact on the economy as an instrument for creating new 

businesses (Acs, Autio and Szerb, 2014). It is therefore a process of focusing on new 

opportunities and consequently initiating innovative economic ideas in the market 

(Wennekers et al., 2005). As mentioned above, it has already been noted that the level of 

a country’s economic growth will depend on the status of its entrepreneurship (Smith, 

2010; Gerschlager, 2013; Bampoky et al., 2013; Kritikos, 2014). Since its initiation in 

1999, the Global Entrepreneurship Monitor (GEM) has driven research in this context. 

Its most recent studies have focused on small firms (Balunywa, 2009), which mainly take 

the form entrepreneurs: a term that generally relates to the characteristics of individuals 

and their behaviour in the process of venture emergence (Katz and Gartner, 1988; Gartner, 

1988; Gartner and Carter, 2003). A nascent entrepreneur is an individual who is seriously 

considering starting a new business. Numerous studies have attempted to explain the 

importance of nascent entrepreneurs, along with their activities and start-up difficulties, 

as well as the importance of the human initiative, but in the main subject of investigation 

in this thesis, the focus is exclusively on entrepreneurs who have already launched their 

ventures, based on their business lifecycle. 

To summarise the above, entrepreneurship is the ability to innovate, formulate and 

introduce new and efficient ways of generating business ventures. It refers to the ability 

to turn thoughts into achievements and deals with uncertainty and risk, in the expectation 
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of realising greater outcomes than those that are typically predicted. Nevertheless, it 

should be pointed out here that to date, there has been no single definition agreed with 

reference to entrepreneurs or entrepreneurship. 

 

 

 

 

 

Figure 2.1: Enterprise, entrepreneurship and small business 

(Source: Bridge and O'Neill, 2012) 

 

2.3 Entrepreneurs  

In 1755, Richard Cantillon was the first economist to identify the entrepreneur as a key 

economic factor; balancing supply and demand in the economy and accepting risk 

(Naudé, 2010). He saw the entrepreneur as the agent responsible for all exchange and 

movement in the economy. As opposed to paid employees and landlords, who each 

receive a fixed payment, the entrepreneur consequently receives undefined revenue 

(Shane and Venkataraman, 2000). Say (2001), however, interprets entrepreneurial tasks 

differently, seeing entrepreneurs as the managers of firms, with an input into the 

production process and believing that they perform in the static world of equilibrium; 

evaluating the most flattering economic opportunities.  

Entrepreneurs are individuals who identify market needs and launch undertakings to meet 

them (Diaz-Foncea and Marcuello, 2013). They are therefore risk-takers, who provide the 

impetus for change, as well as innovation and progress in the economic life of a nation 

(Longenecker et al., 2012). Kirzner (1973) further defines them as individuals who enable 

adaptation to economic change by tapping into the prospects offered by the respective 

economy. Kanbur (1979) rather observes the risk-bearing capacity of the entrepreneur 

and designates him or her as someone running production, compensating workers and 

bearing all the risks associated with a business.  

Enterprise 
 

Entrepreneurship 

Small Business
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‘Entrepreneur’ is in fact a French word, first used in the 17th century to refer to a ‘person, 

who takes risks’. However, not everyone who takes risks is necessarily considered as an 

entrepreneur. Hébert and Link (1989) have subsequently brought more clarity to the term, 

defining an entrepreneur as “someone who specialises in taking responsibility for and 

making judgmental decisions that affect the location, form, and the use of goods, 

resources or institutions". According to Fiet (1996), an entrepreneur is someone who 

fulfils the functions of sourcing a venture and then innovating, allocating resources and 

making decisions in this regard. Wennekers et al. (2005), however, consider the economic 

perspective and describe entrepreneurship as a process of focusing on new economic 

ventures and the introduction of new ideas.  

Many opinions, such as Schumpeter’s description of entrepreneurs as ‘change agents’ 

(Ohyama, Braguinsky and Klepper, 2009; Gerschlager, 2013; Murphy, Liao and Welsch, 

1991) and Bornstein’s (2007) view of entrepreneurs as innovators generate the conviction 

that the innovative ideas of entrepreneurship are essential to the development of a national 

economy. This relationship has been explored in a great deal of the research attempting 

to explain the determinants of economic growth. Schumpeter is among those authors who 

suggest that the entrepreneur can play an effective role in this area (Schumpeter, 1934).  

 

2.4 Business Start-ups 

According to Storey, and Greene (2010), a start-up is an entrepreneurial venture that has 

newly emerged onto the market, with the aim of meeting the market’s needs by offering, 

developing and rendering services or processes, or by providing innovative products. 

Modern start-ups often deploy modern technologies in their operations, design and more 

especially, research on the targeted market.  

Storey (1994) gives a more precise definition of the business start-up in the context of the 

business lifecycle. As explained, start-ups are the early stages of the lifecycle of an 

enterprise, where the entrepreneur begins to implement what was conceived at the ideas 

stage by securing finance, determining and establishing the structure of the business, and 

then initiating the business operations or trading. The main objective of a start-up is 

therefore to offer innovative products or services. These are a typical characteristic of 

small companies and businesses, or partnerships designed to rapidly develop and adopt a 

scalable business model (Robehmed and Natalie, 2013). Some of the most notable 

features of a start-up include technology use, such as the Internet and e-commerce. They 
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therefore tend to be heavily involved in the design and adoption of highly innovative 

processes, research and development, as well as research on the target market (Blank and 

Dorf, 2012). It could consequently be stated that start-ups are driven by talent, hard work 

on the part of the entrepreneur and persistence in endeavouring to achieve a set goal.  

Start-ups are set up to achieve various targets in an economy, both for the individual 

entrepreneur and for the economy at large. Job creation is a key element of entrepreneurial 

ventures and they are major sources of employment. More than half the adult population 

of the US is estimated to be self-employed or working for companies and organisations 

with fewer than 50 employees. This is due to a large number of small businesses in 

existence in the market, thus creating numerous job opportunities (Kadasah and Al 

Ahmari, 2013).  

Aside from the above, the majority of the literature on start-ups in entrepreneurship may 

be defined as the “creation of new enterprise” (Low and MacMillan, 1988, p.141), 

involving a process of becoming, rather than a state of being (Bygrave, 1989).  For a 

further indication of the economic importance of start-ups, Carree and Thurik, (2003) 

refer to an instance of setting something up in motion or in operation. In a business 

context, the term indicates a fledgeling business enterprise or a business undertaking that 

has only recently begun. One major characteristic of a start-up is the ability to grow with 

few or none of the geographical constraints that usually limit small businesses (Reid and 

Smith, 2000). Drucker (1985) cites the current business affairs magazine, ‘The 

Economist’, stating that over 600,000 new businesses are started up in the US each year. 

This is seven times the equivalent figure recorded for the 1950s and 1960s. In fact, it is 

added that “America's new businesses create a large share of new employment 

opportunities”. Nevertheless, starting a business can be mentally challenging and even 

tortuous. However, an understanding of common start-up problems and key success 

factors will help entrepreneurs set off on the right path, which is important, given the high 

rate of failure and risk involved.  

In the UK the characteristics of an SME were drawn from the Bolton Committee Report 

(1971), which describes small businesses as independent firms, managed by their owner 

or part-owner.  The Bolton Report mentions that the size of a sector should be compared 

to the firm. Therefore, some sectors tend to be larger and have many competitors. 

Furthermore, comparing a firm from one sector to another will result in varying sizes. 

The Bolton Committee’s (1971) definitions of a small firm may be summarised as:  
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1. Cannot affect the market, since they only have a small market share. 

2. Must be managed by the owner or part-owner. 

3. Are independent and not part of a large organisation.  

To summarise the above points, the exposure and emergence of new entrepreneurial 

ventures are backed up by innovation. The market is always deficient and presents 

problems to be solved. As a result, small businesses become the key to the development 

and innovation of new products. Small high-tech businesses have been known to boost 

economies and solve market problems (Xiao and North, 2018). Moreover, innovation is 

driven by the desire to appeal to new entrants into the market (Oranburg, 2013, Cowling 

and Binnui, 2018). Aside from this, opportunities for women, youth and minorities are 

generally created through start-ups and entrepreneurial projects, while small businesses 

provide a portal through which such opportunities are identified and exploited.  

 

2.5 Small Firms and Entrepreneurship as a Means of Reviving Economies  

An example of the impact of entrepreneurship and small businesses in economic 

development may be cited from the difficult periods of the 1970s and 1980s in the UK 

and US. Many firms either closed down or relocated from these countries during that time 

shedding jobs in the process. There was consequently grave concern about the 

consequences for employment; the sustainability of which is a key economic objective in 

most economies. The promotion of individualism by the UK Prime Minister and US 

President at the time represented an effort to revive these faltering economies, with the 

argument that it would ultimately elicit initiative and innovation, while at the same time 

encouraging the hunt for profit which is what drives entrepreneurship. More developed 

countries therefore saw the promotion of entrepreneurship as a means of stimulating 

employment, following the relocation or closure of factories. Research by Birch (1979) 

and Nelson (1986) indicates that jobs created by small firms were the dominant source of 

employment in the US during the above-mentioned period. This global interest in the 

potential of small businesses to create jobs is also covered by Acs and Audretsch (1990), 

Audretsch (1993, 1995) and Cohen and Klepper (1992), among others.  

However, the above view is not without its critics. Other sceptics have focused on the 

appropriateness of the ‘small firm’ as a unit of analysis, given that the link between small 

firms and entrepreneurship is often assumed, but not necessarily justified. There are in 
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fact many owners of older small firms that are far from enterprising or growth-oriented 

(Storey, 1994). The essential link is that most entrepreneurs create new ventures, which 

are usually small at the start. As Storey (1994) emphatically stated in 1982, it is new 

firms, not small firms that are the main generators of new jobs. Moreover, studies on the 

relationship between entrepreneurship and economic growth have been scarce, but early 

research by entrepreneurship scholar, Professor Paul Reynolds, in the late 1970s 

established that economic development was highest in areas where there was a high rate 

of new firms being established, although this was also accompanied by a high rate of 

closure.  

  

2.6 The Importance of Small Businesses 

Small business is the life blood to any economy since it creates jobs and contributes to 

the national economy (Cowling, 2006). Furthermore, there are a number of ways in which 

small businesses complement large firms in the industry. According to Storey (2016), the 

components required by large companies are widely supplied by small companies and 

organisations. For example, General Motors pays $90 billion annually to its suppliers of 

small parts. Entrepreneurial ventures are in fact responsible for providing everyday 

services and products to large companies, such as accounting, legal representation and 

insurance (Startups on the Menu: EnBiotix, 2013). Aside from the above, Binnui and 

Cowling (2018) cites start-ups as economic drivers. Where the business environment 

supports the development of small businesses, unemployment gaps may be reduced, with 

jobs being created for the population. Equally, gains are translated into the economy 

through increased GDP and revenue to the government through tax. 

As a result, numerous studies have demonstrated that small businesses make a positive 

contribution to economies in two different ways. First, they enhance productivity by 

introducing competition into established markets, in addition to creating new markets 

through innovation and technological advances. Second, they create an unbalanced share 

of new employment opportunities. Governments should therefore support small 

businesses or consider the implications of new legislation for small businesses. In fact, 

policies should be enacted to facilitate the creation and sustainability of small businesses 

(Cowling, 2006).  
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2.7 Types of Entrepreneur 

Entrepreneurs have been classified in different ways. One is by function, such as industry-

making, the Cantillon effect, administration or intrapreneurship (Storey, 1994; Westhead 

et al. 2005; Carland et al., 2007) another refers to entrepreneurs as individuals, groups or 

corporations (Westhead and Wright, 2013). A third classification indicates whether 

entrepreneurs are nascent, novice or habitual (Webster, 1977; MacMillan, 1986; Birley 

and Westhead, 1990). The classification of entrepreneurs is important because different 

entrepreneurs play different roles and do not all act in the same way.  

Drawing together the various ways in which entrepreneurs are classified in the literature, 

five types emerge; nascent, novice, habitual, serial and portfolio. Nascent entrepreneurs 

are those who are considering starting a business, or who are in the process of doing so, 

but have yet to break even or generate profit. Novice entrepreneurs, on the other hand, 

are merely those who have started businesses but have no previous experience. 

Conversely, habitual entrepreneurs have business experience and include serial or 

portfolio entrepreneurs. Serial entrepreneurs run a single business and have previous 

experience, while portfolio entrepreneurs simultaneously run multiple businesses 

(Webster, 1977; MacMillan, 1986; Birley and Westhead, 1993; Bridge and O’Neill, 2012; 

Westhead and Wright, 2013). 

The term ‘nascent entrepreneur’ first appeared in the literature in 1992 (Reynolds and 

White, 1992). Gartner (1988) also introduced the idea of observing on-going start-ups, in 

order to empirically determine the importance of their influence. He re-orientated 

entrepreneurship research from a focus on individual features, to the scrutiny of individual 

behaviour in the development process (Gartner, 1988, 1993; Gartner and Carter, 2003; 

Katz and Gartner, 1988). A nascent entrepreneur is basically seen as someone who is 

seriously thinking about starting a new business, as mentioned previously. Other scholars 

have defined nascent entrepreneurs as individuals who start serious businesses, planning 

to finish up with a feasible start-up, while also being involved in other entrepreneurial 

activities; for instance, saving and investing, organising a start-up team, looking for 

facilities and equipment, and drafting a business plan (Aldrich and Martinez, 2001; 

Reynolds, 1994).  

Numerous studies have attempted to explain the importance of nascent entrepreneurs and 

the activities that they pursue; the difficulty of initiating business processes, and the 

importance of the human activity. The present study is believed to be of eventual 
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significance for nascent entrepreneurs seeking to start, or who have already started or 

failed to create a business, and for governmental/private agencies dealing with 

entrepreneurial and small business support. 

 

2.8 Are All Small Start-up Business-owners Entrepreneurs? 

There is a lack of clarity and consistency in the definition of an entrepreneur or owner-

manager of a small firm.  A few studies, such as Gerber (1995); Jenning and Beaver 

(1997); and Carland et al., (2007), argue that not all small business-owners are 

entrepreneurs. Their arguments are based on the motives and characteristics of small 

businesses, compared to entrepreneurial firms.  Based on the arguments of Beaver (2002) 

and Carland et al. (1984) the differences between the two entities are presented below: 

Table 2.1: Small business-owner vs entrepreneur 

Small Business-owner/founder Entrepreneurial Business 
(Entrepreneur) 

Personal goals instead of organisational 
goals. 

Interested in the profits and growth of 
his/her organisation 

Treating business as a primary source of 
income 

Employing innovative strategic 
management practices to achieve growth 

Starting up/managing a business as an 
extension of his/her own personality (life 

style) 

Involving at least one of Schumpeter’s’ 
five avenues of value creation 

(products/services, markets/marketing 
channels, method/technology, 

materials/resources, 
organisation/venture) 

 

The present research is focused on the factors affecting the survival of small start-up 

firms. A great deal of the literature has been primarily concerned with differentiating 

entrepreneurs, the managers of small firms, and the self-employed; arguing that the term 

‘entrepreneur’ is frequently used incorrectly or inappropriately. Many studies have in fact 

focused on owner-managers, rather than managers and the self-employed, as distinct from 

entrepreneurs. Burns (2007), however, makes a sharp distinction between them, claiming: 

“Owner-managers need not be entrepreneurs. Indeed, most owner-managers are not 

entrepreneurial." Burns (2007) also mentions that the managers of small firms do not 
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own the firms that they manage but are merely employees. Therefore, a manager is not 

necessarily an owner-manager; depending on how they act, they could in fact be an 

entrepreneur. 

 

Figure 2.2: Owner-managers, managers and entrepreneurs 

However, in this current study, no distinction will be made between owner-managers/the 

self-employed and entrepreneurs, since all of these are required to take the same risks and 

to make an enormous effort to start their own businesses. The present research has instead 

been conducted on the factors affecting the survival of all small start-ups.  

 

2.9 Stages in the Lifecycle of an Entrepreneurial Venture 

A number of studies have debated over the stages in the lifecycle of an entrepreneurial 

business, with some scholars identifying five stages (Scott and Bruce, 1987) and others 

insisting that there are more. For example, according to Janssen (2016), an entrepreneurial 

project or business has a lifecycle consisting of seven stages and this perspective is 

applied to the current study, as outlined below:  

 

2.9.1 The Seed Stage 

The seed stage is the initial stage of an entrepreneurial project. This is the ‘ideas’ stage, 

where the project or business concept is initially determined. At this stage, the 

entrepreneur focuses on the business opportunity existing in the market. Business-

planning is carried out and professional advice sought concerning the venture, 

government regulations and necessary legislation for kick-starting the venture.  
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2.9.2 Start-up Stage 

The second stage is the start-up stage, where the business is birthed as a legal entity. The 

product or services to be provided will now be in action and the first customer gained. At 

this stage, the business mainly focuses on establishing a customer base, while maintaining 

healthy cash flow to sustain itself. However, according to Jean, Chiou and Zou (2013), 

most start-ups do not make it to their third year, due to numerous factors arising, and this 

is what the present research will focus on; in particular, the reason why most start-up 

businesses do not survive to the third level. 

 

2.9.3 Market Entry and Growth Stage 

At the stage of market entry and growth, the entrepreneurial project will have passed the 

‘toddler stage’ and advanced to the ‘child’ stage, where revenue, customers and new 

opportunities start to unveil. During the growth stage, the competition starts to soar, with 

profits being achievable. A more formal model for running the business will be adopted 

and so more employees will be taken on, which translates into an increased cash outflow. 

To stay competitive, however, the business must devise new and innovative methods of 

operation and marketing, with heightened sales. Development becomes an essential 

component of the business at this stage (Global Entrepreneurship Institute, 2014). It is in 

fact the target for a business start-up and the focus of this study.  

 

2.9.4 Establishment Stage 

By the establishment stage, the business will have matured and is eventually likely to 

thrive as a company, with a recognisable slice of the market among its competitors, by 

dint of its loyal customers. Sales growth and new business will now be manageable and 

business life will have become routine. Here, the business will focus on business 

improvement, with productivity featuring prominently. Competitive business practices 

may even be adopted by outsourcing some services. Sales and production volume will 

also be exhibited at this stage. In addition, the personnel base will increase, featuring 

complex communication systems, the delegation of authority and the management of staff 

expectations (Global Entrepreneurship Institute, 2013). 
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2.9.5 Expansion Stage 

At the expansion stage, the entrepreneurial project will experience new growth into very 

new markets and the distribution channels developed to serve them. The entrepreneur will 

even seek new markets and more revenue. New products and services will also be 

introduced at this stage, while presenting the existing business to new markets and new 

customers. Global or even regional expansion will additionally be experienced through 

mergers and acquisitions (Storey, 1994). 

 

2.9.6 Mature Stage 

According to Anderson and Zeithmal (1984), a project in the mature stage will experience 

stable sales and profits over the course of a year of stiff and threatening competition. It is 

at this stage, when sales also start to fall off, that the entrepreneur must decide whether to 

continue with the venture, expand, or exit the market. If the entrepreneur decides to 

continue with the venture, then new markets will be sought, operating costs will be cut 

and ways of sustaining profitable cash flow will be found.  

 

2.9.7 Exit Stage 

Most of the literature has concentrated on the earlier stages of entrepreneurial ventures 

and little has been collected on the subject of the exit stage of a business lifecycle. This 

is the final stage of operation, where the entrepreneur decides to sell the business venture, 

or even to shut it down. The business will usually be valued at this stage, so that a price 

can be determined for the sale. Agreements will be made concerning an exit plan, as well 

as a business transition plan.  A typical exit plan or strategy will include an Initial Public 

Offer (Anderson and Zeithmal, 1984).  
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2.10 Theory and Development of Business Start-ups (Lifecycle Theory) 

The following Table presents a comparison of accounts of start-up development, 

according to Lifecycle Theory. 

Table 2.2: The development of business start-ups according to Lifecycle Theory  

Model Scholars Stage content 
Three-stage Bhave (1994) 1. Opportunity stage 

2. Technology set-up and 
organisation stage 

3. Exchange stage 
Four-stage Kazanjian (1988) 1. Conception and development  

2. Commercialisation 
3. Growth 
4. Stability 

Five-stage Galbraith (1982) 1. Proof of principle/Prototype stage 
2. Model shop 
3. Start-up 
4. Natural growth 
5. Strategic manoeuvring 

Ten-stage 
(milestone) 

Block and 
MacMillan (1985) 

1. Development of concept, 
completion of product testing 

2. Completion of product prototype 
3. Initial financing 
4. Completion of initial plant testing 
5. Market testing 
6. First batch production 
7. Early sales 
8. First competitive activities 
9. First redesign or adjustment of 

direction. 
10. First major adjustment of prices. 

Source: (Timmons, 1999) 

 

2.11 The Main Influences on a Business Start-up  

According to Storey (2016) potential entrepreneurs are generally lined up outside the 

market, waiting for profit potential to rise before venturing into it. Profits are therefore 

considered as a major influence on start-ups, with the positive generation of revenue and 

favourable market dynamics triggering the desire to enter the market. Labour market 

dynamics are further major contributors, especially joblessness, where there is a need to 
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minimise the gap between the employed and unemployed. In this case, the skills gained 

in a particular job position can influence some entrepreneurs to enter the business world 

(Nieva, 2016). Most start-ups are therefore triggered by sectorial and locational forces 

working behind individuals. New entrepreneurial ventures could be modelled as an 

alternative means of income for the entrepreneur, compared to any previous work roles 

they may have had, and with the expectation of profit as a result (Shane, Locke and 

Collins, 2003).  

In addition, government regulations in most countries and business environments have 

been underlined as highly influential for growing start-ups in economies. Arasti et al. 

(2014), Klapper, Laeven, and Rajan (2006) and World Bank report, (2016) deduces that 

transparent government legislation, friendly taxation rules and friendly financial 

regulations are a motivation for entrepreneurial growth. Technology and infrastructural 

endowment, utility facilities - such as water and electricity supply - have equally 

motivated the entry of new business ventures (Storey, 2016)  

Finally, according to Storey and Greene (2010), innovation has taken precedence as a 

growing incentive for starting businesses worldwide, while innovation has been 

correlated to a high rate of survival in the market, compared to traditional firms in other 

sectors, still many of them failed to survive (Binnui and Cowling, 2018). Innovation and 

adaptation to the rapid growth of technology and information-sharing have motivated new 

entrants into the business world.  

When creativity meets entrepreneurship, innovation appears. Bolton and Thompson 

(2004) and Burns (2011) highlighted the importance of creativity in the process of 

invention and innovation for successful firms. A growing motivation for starting up 

businesses in the world is innovation; it has been correlated with a relatively high survival 

rate in the market, as mentioned earlier (Binnui and Cowling, 2018), Innovation and 

adaptation to the rapidly accelerating pace of technology growth and information-sharing 

in the world has motivated new business entrants. 

The outcome of creativity converging with entrepreneurship is illustrated in Figure 2.3. 

In quadrant A, a winning combination of creativity and entrepreneurship may be 

observed, while all other quadrants fail to achieve their full potential. Meanwhile, in 

Quadrant B, a firm appears to be struggling with too many wasted ideas; it lacks an 

entrepreneurial orientation with the ability to see the commercial application of an idea 

and to exploit it. In quadrant C, however, there a firm is illustrated that lacks creativity, 
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but which can at least copy and maybe improve on the creative innovation coming from 

other firms. Finally, in quadrant D, there is an absence of both creativity and 

entrepreneurship indicated and so it is unlikely that the business will grow, but rather 

failure is probably imminent. 

                 High      
B 
STRUGGLER 

A 
INNOVATOR 

D 
STAGNATOR 

C 
COPIER 

                          Low                                                                                   High  
 

Figure 2.3: Creativity vs Entrepreneurship 

(Adopted from Burns, 2011) 

2.12 Definition of Business Success 

Looking at the nature of entrepreneurial activity in Saudi Arabia and its prospects of 

success or risk of failure, it is also important to consider the concept of success itself. In 

this regard, it is useful to look at the definition of success, which refers to the achievement 

of goals and objectives in all aspects of human life. More specifically, business success 

is a concept that generally refers to a firm’s financial performance and it has been defined 

in many different ways (Foley and Green, 1989). Some studies have looked at business 

success from a tangible (objective) point of view, such as pertaining to revenue; growth; 

the creation of personal wealth; profitability, and turnover (Perren, 2000; Reid, and Smith, 

2000). For example, entrepreneurial success has been considered in ongoing business 

operations over a period of at least three years (Watson, Hogarth-Scott and Wilson, 1998; 

Storey and Greene, 2010).  On the other hand, some studies have defined success from 

an intangible perspective; for example, in terms of goodwill, linked with key factors of a 

firm’s positive outcomes.  The most challenging objective of small businesses is to 

survive in the long term. This ability to survive decreases over time, with an increase in 

the ‘liability of newness’ for established business (Blackburn et al., 2013). However, 

although success factors have been widely researched in the field of entrepreneurship, 

there is a clear absence of investigation into the corresponding factors of failure (Perez 

and Caninno, 2009).  
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2.13 Definition of Business Failure 

Over many years, several scholars have viewed business failure as; closure, 

entrepreneurial exit, dissolution, discontinuance, insolvency, organisational mortality and 

bankruptcy (Hamilton, 2006; Walsh and Bartunek, 2011; Wennberg and DeTienne, 

2014). According to Storey and Greene (2016: 167); 

A business closure occurs when a transacting entity stops its activities and does 

not transfer its ownership to another business and is independent of an existing 

business. 

It is therefore the inability of a business or company to continue its operations for any 

reasons, as a result of low profits or losses to the detriment of the entity’s sustainability 

in the market, or capacity to cover its expenses. Entrepreneurial ventures are mainly said 

to fail due to, for example, recession, government regulations, poor management 

decision-making and the inability to keep up with the existing market and competition 

(Watson and Everett, 1993; 1996; 1999). 

However, Storey and Greene (2010) state that the failure of a project can only be 

measured by specifying the expectations before its commencement and evaluating its 

observable performance after completion. When the expectations of a client and other 

stakeholders are not met, with reference to cost, completion time and quality, the project 

will be classed as a failure. There are many definitions of business failure, such as 

bankruptcy, insolvency, death, closure and exit (Storey, 1994; Watson and Everett, 

1996,1998; Storey and Greene, 2010; and Storey, 2016). 

The definitions of entrepreneurship failure, closure, exit and discontinuance are varying 

and confusing. Nevertheless, a failed start-up is a firm that is obliged to liquidate or shut 

down, in order to avoid suffering losses or loan obligations to bankers and creditors. In 

other words, it is a firm that is no longer able to make a profit (Gaskill, Van Auken and 

Manning, 1993). To overcome the overlapping definitions of business failure, Pretorius 

(2009) proposes a definition that can underline the concept of failure, whereby; 

A venture fails when it involuntarily becomes unable to attract new debt or equity 

funding to reverse decline; consequently, it cannot continue to operate under the 

current ownership and management. 

To understand the phenomenon of business failure, a broad definition of the concepts is 

essential. 



 

32 | P a g e  

 

Table 2.3: Definition and types of business failure 

Definition of Failure Category/Key 
Definition of 

Construct 

Source 

 

 

 

Earning a return on investment that is less than the 
opportunity cost of the capital. 

Economic failure Fredland and 
Morris (1976, p.7) 

 

Bankruptcy is an obvious form of failure; the courts 
treat technical insolvency and bankruptcy in the same 

way. They are both considered to indicate the financial 
failure of a firm. 

Economic failure Gitman (2009, 
p.785) 

 

Failing business organisations are those that become 
insolvent, unless appropriate management action is 

taken to effect a turn-around in financial performance. 

Pending insolvency. 

Need for alternative 
management action 

Richardson, 
Nwankwo and 

Richardson (1994, 
p.9) 

 

Small business failure is the inability to satisfy the 
aspirations of the principal stakeholders. 

Subjective failure Jennings and 
Beaver (1995, 

p.192) 

 

Failure can result in firms being involved in court 
procedures or voluntary actions, which result in losses 

to creditors, excluding discontinued ventures. 

Losses to creditors Lussier (1996, 
p.79) 

 

A company is unsuccessful, if it fails to meet the 
objectives set for it by its stakeholders, or if it produces 

outputs that are considered undesirable by those 
associated with it. 

Subjective failure Thompson (1996, 
p.227) 

 

Failure is defined as a bankruptcy. Bankruptcy Zacharakis, Meyer 
and De Castro 

(1999, p.5) 

 

Failure refers to the death of an entire firm, as well as 
exit from the industry by multiple business entities. 

Closure or exiting 
the industry 

Henderson (1999, 
p.291) 

 

Discontinuation (cessation of operations) of business 
for any reason, bankruptcy, or failing to “make a go of 

it”. 

End of operation Watson and 
Everett (1998, 

p.35) 

 

An initiative fails when it is terminated as a 
consequence of actual or anticipated performance 

falling below a threshold (falling short of the goals). 

Termination McGrath (1999, 
p.14) 

 

Business failure involves an involuntary change in both 
the ownership and management of a business, owing to 

poor performance. 

Poor performance Shepherd (2003, 
p.319) 

 

Failure is “not having made a profit for the previous 
three years”. 

Losing money Lussier and Pfeifer 
(2001, p.232) 
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In this study, the researcher will adopt a broad definition, which identifies the non-

continuation of trading as the defining characteristic. This means that it failed to achieve 

or to continue achieving its goals. When a business stops operating or can no longer 

continue to function, it is said to have failed. However, due to the time constraints on 

conducting the present research, the use of a single definition is appropriate for enriching 

the results of the study. 

 

2.14 Percentage of Failure among Start-ups 

In 2015, the number of businesses birthed in the UK was 383,000, while the number of 

businesses dying during this same period amounted to 252,000, indicating that 65% of 

these businesses die young (Office of National Statistics, 2017). Furthermore, the survival 

rate for businesses launched in 2010 and still active in 2015 was 41.4% in the UK 

(Ons.gov.uk, 2017). 

 

Figure 2.4: New businesses vs dying businesses in the UK from 2010 to 2015 

(Adopted from the Office for National Statistics) 

However, Timmons (1999) points out that 23.7% of new start-ups fail within their first 

two years and only 37.3% survive past their sixth year. Bartelsman, Scarpetta, and 

Schivardi (2006) found from OECD countries that small start-up businesses have a rate 

of failure over than 50% in the first five years of its operation.  It has been argued that 

most of the existing studies on start-ups have employed a relatively linear and static 

theoretical view; for example, the theoretical model of organisations (Greiner, 1972), the 
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strategic model (Porter, 1980), and the organisational stage theory, or organisation 

development stage start-up model (Timmons, Smollen and Dingee, 1977). Previous 

research has also devoted extensive attention to the resources, finances, and business 

plans of new start-ups, but with very few detailed descriptions of their non-linear 

development, or any reference to the fact that they are prone to high levels of risk and 

uncertainty (Timmons, 1999; McGrath and MacMillan, 2000). Moreover, existing studies 

fail to consider that starting up a new venture is a process involving extemporaneous 

performance (Low and Abrahamson, 1997). 

 

2.14.1 Advantages of Business Failure  

There are numerous disadvantages for business failure within an economy, but there are 

also some advantages of business failure in terms of economic roles. Storey (1994); 

Storey and Greene (2010: 161) mention at least three advantages of business failure in 

economic roles: 

1- Business failure provides a mechanism that can lead to allocative enhancement 

within the economy by shifting resources from low to high returns. 

2- Business failure information provides guidance for entrepreneurs expecting to 

start a business. 

3- Business failure provides experience for those involved, as there are a number of 

doubtful stories of entrepreneurs, who became very successful after previously 

failing in business. 

Alongside the economic advantages, business failure provides a pathway for small 

business research into why businesses fail. In turn, this will enhance business knowledge 

and reveal the secrets of business success.  

Business closure does not impact the owners of the business and their family, but it also 

impacts a loss of many employees, which raise unemployment rate.  It could be argued 

that the one of the advantages of business closure from a macro perspective that it 

illustrates macro barriers. Business closure could have a positive impact to learn, 

investigate and explore these barriers in order to minimise closures. Lastly, it could be 

claimed that there is a positive economic impact from business failure, starting with 
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changing behaviour of entrepreneur to do something different and learn from their 

mistakes. 

 

2.15 Overview of Entrepreneurship Theories 

Entrepreneurship theories can be widely classified on the basis of the attributes, 

sociological background and environmental factors affecting entrepreneurial success. 

McClelland’s need for achievement theory, Lotter’s Locus of Control, and risk-bearing 

capacity are some of the theories based on the attributes or personality traits of 

entrepreneurs. Nevertheless, these cannot be considered as universal, as they are not 

applicable in all cases of success or failure, or even in all countries. The personality 

factors imbibed from the wider society and these theories thus favour Western nations in 

terms of successful entrepreneurship. However, Kets de Vries’ Psychodynamic Model 

argues that the idea to innovate or start a new business stems from discomfort or troubles 

experienced during the early years of life, while the risk-taking propensity model explains 

that it is the acceptance of the risk-taking challenge that leads to entrepreneurial activity.  

Social marginality models and role-modelling theories are some of the sociological 

theories stating that entrepreneurship results from a person’s relationship with their 

environment. Social Marginality Models clarify that entrepreneurship arises from the 

motivation to bridge the gap in personal perception, in terms of an individual’s 

capabilities and position in society. Furthermore, role-modelling theories explain that 

entrepreneurial ancestors can also become role-models for the next generation, so that 

they follow in their footsteps. Small businesses, where the employees adopt multiple 

roles, are even found to encourage entrepreneurship among their own staff, as they gather 

the courage and confidence to run a business from their own work experience.  

However, complexity theory offers new perspectives of what may be observed in the 

development of business start-ups. The discovery of such development can in fact be a 

non-linear and chaotic process. Complexity theory therefore requires an acceptance of 

lifecycle theory, whereby uncertainty brings with its new opportunities for profit. 

Individuals, groups and organisations can identify and take advantage of these 

opportunities to achieve high levels of economic compensation (McGrath and 

MacMillan, 2000). Meanwhile, stage theory proposes an inductive, as opposed to a 

deductive approach.  
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2.15.1 Entrepreneurship Theory  

As can be seen from the above, the relevant literature shows the importance of theories 

of entrepreneurship for the evolution of the entrepreneurship domain. Theories of 

entrepreneurship are profoundly interlinked with other social science disciplines, such as 

economics, management, psychology, anthropology and sociology. This current section 

of the Literature Review analyses six important entrepreneurship theories and thus 

proposes an eclectic entrepreneurship model, which attempts an explanation of 

entrepreneurial behaviour. The six theories consist of: Economic Entrepreneurship 

Theory, Psychological Entrepreneurship Theory, Sociological Entrepreneurship Theory, 

Anthropological Entrepreneurship Theory, Opportunity-based Theory and Resource-

based Theory.  

Since it has been recognised that business failure depends on individual, internal, and 

external factors, the scope of this current study is wider to be exposed by a single theory. 

In order to view the whole picture in a broad lens, this study built a conceptual framework 

from mentioned theories and empirical studies. 

 

2.15.1.1 Economic Entrepreneurship Theories 

The emphasis in Economic Entrepreneurship Theory is on understanding the economic 

context which defines or determines entrepreneurial behaviour.  Economic 

Entrepreneurship Theory has deep roots in the Classical and Neo-classical Theories of 

economics and the Austrian Market Process (AMP).  The main intention of these theories 

is to investigate the economic elements affecting the behaviour of entrepreneurs. 

 

2.15.1.2 Classical Theory 

Classical Theory emerged following the Industrial Revolution in Britain, which began in 

the mid-1700s and lasted until the 1830s. According to Ricardo (1817) and Smith (1776), 

it highlighted three main issues, namely free trade, specialisation and competition. It also 

focused on the directing role of the entrepreneur in the context of producing and 

distributing goods within a competitive marketplace (Say, 1803). Classical theorists 

consequently articulated three modes of production: land, capital and human industry 

(workers).  However, one criticism of this Theory was that it failed to explain the so-
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called ‘dynamic change’ brought about by entrepreneurs during the industrial age 

(Murphy, Liao and Welsch, 2006).  In a nutshell, the Classical movement did not 

recognise that equilibrium assumptions were incompatible with short-term pricing and 

relative production costs, or that the innovative and completely novel production 

processes of entrepreneurs cannot be described. Furthermore, it failed to explain why the 

exchange value of goods/services is important and did not trace relationships between 

market demand and value. 

 

2.15.1.3 Neo-Classical Theory 

The Neo-Classical Model subsequently emerged from criticisms of the Classical Model, 

indicating that economic phenomena can be relegated to instances of pure exchange 

between participants, along with the occurrence of these exchanges and the influence of 

their outcomes on various market players. This is reflected in the optimal ratio and 

transpires in an economic system that is basically closed. The importance of exchange, 

coupled with diminishing marginal utility, created an expanded place for 

entrepreneurship in the Neo-Classical movement (Murphy, Liao and Welsch, 2006). The 

main issue in such an exchange is the concept of decreasing marginal utility, which is a 

strong motivator for entrepreneurs (Murphy, Liao and Welsch, 2006). 

Moreover, there is no reflection on the potential value of the outcomes of innovation. In 

addition, the Neo-classical Theory ignores the fact that the allocation of resources does 

not necessarily take into account complex market systems. For example, the Theory fails 

to address the issue of uncertainty and overlooks the means/ends match. Furthermore, 

competition can represent a barrier to innovation and the activities of the entrepreneur. 

Finally, it is very difficult to follow all the sources and yields in a market system.  

Nevertheless, criticisms have also been raised against Neo-Classical conjecture. The first 

is that overall demand neglects the unique activities of entrepreneurs on an individual 

basis. Furthermore, neither use nor exchange value reflects the future value of innovation 

outcomes. Thirdly, rational resource allocation cannot capture the complexity of market-

based systems. A fourth criticism is that efficiency-based performance will not subsume 

innovation or non-uniform output, known means/ends, or perfect and semi-perfect 

knowledge. Neither will it describe uncertainty. In addition, perfect competition does not 

allow innovation or entrepreneurial activity. A sixth criticism is that it is impossible to 

trace all input and output in a market system. Finally, entrepreneurial activity has been 
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cited as destructive to the order of an economic system. On the other hand, it must be 

considered here that entrepreneurship in developing countries is arguably the least studied 

significant economic and social phenomenon in the world today. This is despite the fact 

that over 400 million individuals in developing countries are owners or managers of new 

firms (Reynolds et al., 2004). 

 

2.15.1.4 The Austrian Market Process (AMP) 

The AMP has thus given rise to a new movement, which highlights the dynamic reality 

in the market system (Murphy, Liao and Welsch, 2006). The key point here is the 

communication of knowledge to entire market systems. Hence, the need for 

communication and innovation must be satisfied by entrepreneurs, with change-based 

systems being established in the market. This means that when an entrepreneur possesses 

know-how relating to the production and distribution of commodities, gains can be made. 

In contrast to what was proposed by Neo-classical Theory, the AMP resolves the dilemma 

of perfect competition in a hypothetical closed economic system, with the application of 

observable data. It challenges the idea that economic events can be reiterated to produce 

the same results in an economic system. On the contrary, this Theory claims that 

entrepreneurs always have an incentive or motive to utilise knowledge for gaining better 

benefits. 

As a result, the AMP mainly relies on three concepts: ‘arbitrage’, through which 

economic opportunities appear for certain market players, since other players neglect 

them; ‘alertness’, whereby entrepreneurial benefits and opportunities are explored by the 

entrepreneurs themselves, and ‘ownership distinctiveness’, whereby entrepreneurship is 

not limited to ownership of the resources (Say, 1803; Schumpeter, 1934). Based on these 

three main concepts, it could be stated that every single opportunity in the market is 

unique and therefore, past economic actions cannot be drawn upon to anticipate 

outcomes.  

Nevertheless, the AMP has received some criticism. For instance, market systems are not 

unreservedly competitive but are rather cooperative. The second critical issue is that a 

monopoly over resources in a market system can represent a major barrier to competition. 

Furthermore, studies by Acs and Audretsch (1988) do not support Schumpeter’s logic, 

where he proposes that economies of scale are necessary for innovation processes.  
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2.15.2 Psychological Theories of Entrepreneurship  

Landstrom (1998) explains that the individual is the main focus of analysis in 

psychological theories of entrepreneurship. Such theories concentrate on the individual 

features and characteristics contributing to entrepreneurship. In this section, these primary 

characteristics are reviewed. 

 

2.15.2.1 Personality Traits  

In the literature, personality traits have been defined as “stable qualities a person shows 

in most situations” (Coon, 2004). From the perspective of personality traits, an individual 

has natural attributes that go to form personal entrepreneurial potential. The Personality 

Traits Model provides a clear knowledge of the attributes and intrinsic qualities required 

for an entrepreneur. Among these attributes, it could be claimed that an entrepreneur will 

tend to hunt down opportunities, which points to their curiosity about potential 

opportunities. It is also likely that they will demonstrate an abnormal level of innovation 

and creativity and possess a high level of managerial skill and knowledge. Moreover, they 

are optimistic, risk-takers, mentally energetic, emotionally intelligent and seek 

opportunities to progress and succeed, or even dominate markets. Therefore, they will 

always endeavour to improve on their business status quo and learn lessons from their 

mistakes. Additionally, they are generally confident that they can make a difference and 

are frequently visionary in their approach. The Personality Traits Model therefore 

presents many of the attributes and skills allegedly common to all entrepreneurs, but it is 

not backed by evidence from the literature.  

2.15.2.2 Locus of Control Theory 

The concept of Locus of Control was first presented by Julian Rotter in the 1950s as a 

crucial aspect of the individual personality. Locus of Control can be defined as a 

“perception about underlying main causes or events” in one’s life (Rotter, 1966). 

Alternatively, it can be defined as whether the results of activities that we perform are 

based on our own actions, or on outside events that are out of our individual control. 

Usually, the success of an entrepreneur is based on his or her own capabilities and external 

support. In this way, two forms of Locus of Control emerge. The first is internal (defined 

as the entrepreneur’s own abilities) and the other is external (defined as external events). 

Entrepreneurs with internal Locus of Control believe that they are capable of controlling 
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events, whereas those with an external Locus of Control will think that the events in their 

lives are influenced by external variables, such as luck. 

Several studies in the literature have documented internal Locus of Control as one of the 

traits of an entrepreneur (Cromie, 2000; Koh, 1996; Robinson et al., 1991). Bonnett and 

Fumham (1991) found a positive relationship between the desire to become an 

entrepreneur and an internal Locus of Control. This was substantiated by Rauch and Frese 

(2000), who ascertained that entrepreneurs have more internal Locus of Control than any 

other group of people. Moreover, Begley and Boyd (1987) found risk-taking to be a 

characteristic of individuals with an internal Locus of Control. 

 

2.15.2.3 Need for Achievement Theory 

In contrast to what has been proposed in previous theories, the Need for Achievement 

Theory put forward by McClelland (1961) points to an individual with a compulsion to 

excel and succeed in life. Entrepreneurs are oriented towards meeting such needs. In the 

literature, there is empirical evidence of the association between the fulfilment of needs 

and entrepreneurship (Johanson, 1990; Koh, 1996). One of the factors related to new 

business start-up is motivation (Shaver and Scott, 1992). Meanwhile, risk-taking, 

creativity and the fulfilment of needs exert a significant positive impact on entrepreneurs 

(Yusof et al., 2007). Conversely, the Locus of Control exerts a negative effect on 

entrepreneurship orientation and tendencies. Here, it was found that the Locus of Control 

is associated with risk-taking, creativity and the fulfilment of needs.   

Recent research on risk-taking reinforces earlier empirical research, which clarifies that 

risk-avoidance leads to a decline in the accumulation of wealth (Szpiro, 1986).  In 

addition, the level of risk-avoidance can be reduced by entrepreneurs successfully 

accumulating wealth, thus leading to an increase in the number of businesses (Eisenhauer, 

1995). Other studies claim that some entrepreneurs display the characteristic of mild risk-

taking behaviour; favouring the challenges of starting a business over a stable and secure 

stipend at the end of the month (Brochhaus, 1980). 
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2.15.3 Sociological Entrepreneurship Theory 

Sociological Entrepreneurship Theory concentrates on the social context, which means 

that the main focus of analysis is society (Landstrom, 1998). Four main categories of 

social situation have been identified in the literature and are related to the opportunities 

open to an entrepreneur (Reynolds, 1991). The first of these consists of social networks, 

where the main concentration is on creating social associations and ties that favour trust 

rather than opportunism. In this context, a socially-based entrepreneur ensures business 

success by taking advantage of his or her relationship with the wider society. This can be 

achieved by building a bridge of good faith and trust with the relevant population. Second, 

there is the context of the business lifecycle stage, whereby the entrepreneur’s experience 

will affect his or her mind-set and actions, with a consequent desire to do something 

useful in life. This context involves analysing the individual features of those who have 

decided to become entrepreneurs.  Another context is ethnic background. For instance, 

ethnic identity can inspire an individual to try and overcome all barriers and strive for 

success. The final social pillar of Sociological Theory is the environment created by the 

society concerned. Here, the main point is that there are several environmental variables 

influencing the survival and success of a business. These variables range from the 

political system, target clients, employees and governmental rules, amongst others.  There 

is also a significant link between the entrepreneur and the culture, whether at national or 

sub-national level (Mason, 1989; Morrison, 2000). Global Monitor Entrepreneurship 

(2000-2002) explains that cultural and social features of the UK are considered to be the 

most powerful obstruction to the setting up of entrepreneurial business, due to social 

views of self-employment, the accumulation of money, and start-up failure.  

 

2.15.4 Anthropological Entrepreneurship Theory 

Anthropological Entrepreneurship Theory concerns studying the culture inherent in a 

specific society. The Anthropological Theory of entrepreneurship claims that social and 

cultural aspects should be taken into account when planning to initiate a successful 

business. The main focus is on the Cultural Entrepreneurship Model, where the idea is to 

construct a start-up based on the relevant culture. Culturally determined actions will thus 

promote entrepreneurial behaviour and attitudes, relating to creativity, innovation, etc.  

Baskerville (2003) proposes that the ethnicity of an entrepreneur will further influence 

his or her attitudes and behaviour. Moreover, culture can explain certain human 
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complexities, such as social and economic complexities, to name just two (Mitchell et al., 

2002).  

 

2.15.5 Resource-based Entrepreneurship Theories 

Resource-based Entrepreneurship Theory states that access to resources is a fundamental 

predictor of the opportunity-based approach in entrepreneurship, coupled with the growth 

of new business (Alvarez and Busenitz, 2001). Based on this Theory, three important 

resources may be identified: financial, social and human (Aldrich, 1999). Hence, the 

availability and access to these three resources will support the entrepreneur’s capability 

to hunt for the desired opportunities (Davidsson and Honig, 2003). 

 

2.15.5.1 Financial Capital/Liquidity Theory 

The literature clearly shows that initiating a new venture is easier and occurs more 

frequently, once the founders have access to financial capital (Evans and Jovanovic, 1989; 

Holtz-Eakin et al., 1993; Blanchflower et al., 2001).  In this Theory, the implication is 

that entrepreneurs with sufficient financial resources are more likely to take advantage of 

opportunities (Clausen, 2006). However, other research outlined in the literature suggests 

that a large amount of financial capital is not necessary for starting up a new venture 

(Aldrich, 1999; Kim, Aldrich and Keister, 2003; Davidsson and Honig, 2003; Hurst and 

Lusardi, 2004). To clarify this difference of opinion, Hurst and Lusardi (2004) explain 

that access to capital is necessary for business growth but is not really necessary for 

founding a new business.  This Theory claims that entrepreneurs have individually-based 

resources, which assist them in recognising and exploiting new opportunities (Alvarez 

and Busenitz, 2001).  Aside from the above, the research suggests that some entrepreneurs 

are more capable of identifying and taking advantage of opportunities, because they 

simply have more access to information (Aldrich, 1999; Shane and Venkataraman, 2000; 

Anderson and Miller, 2003; Shane, 2000, 2003). 
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2.15.5.2 Social Capital or Social Network Theory 

According to Clausen (2006), entrepreneurs are rooted in social networks that comprise 

an opportunity structure. Shane and Eckhardt (2003) elucidate that an individual may 

have the capability to identify opportunities but could lack the social links required to 

transform opportunities into new ventures. For instance, Aldrich and Zimmers (1986) 

suggest that the stronger the social links, the better the acquisition of resources and the 

higher the probability of being able to successfully exploit the opportunity.  

 

2.15.6 Education and Entrepreneurship 

Factors such as society, culture and economic situations have also been found to 

encourage entrepreneurship, according to socio-economic models. While some theorists 

argue that education empowers individuals to take the self-employment route, there are 

others who explain that a lack of formal education can actually foster creative thinking, 

thus enabling individuals to think beyond conforming to previously charted territory. This 

will, in turn, lead to entrepreneurial activity. Taking courses and studying 

entrepreneurship at various educational levels has nevertheless been found to be a 

common foundation for new businesses, because such students are already prepared to be 

innovative and become entrepreneurs. This is the contention put forward by 

Entrepreneurship Education theorists (Bechard and Gregoire, 2005). Moreover, the 

Experience Model demonstrates that experience of the market environment and 

management related to entrepreneurship can synergise, equipping entrepreneurs seeking 

success in their new businesses (Aldrich and Zimmer, 1986). 

 

2.15.6.1 Human Capital Entrepreneurship Theory 

To elaborate further, the human capital factor may be divided into two parts: education 

and experience. This has been emphasised by several authors (Chandler and Hanks, 1998; 

Shane and Venkataraman, 2000; Anderson and Miller, 2003; Gartner et al., 2005, Xiao, 

Larson and North, 2013). The body of empirical research demonstrates that education 

(Kim, Aldrich and Keister, 2003; Davidson and Honing, 2003; Korunka et al., 2003) and 

experience help the entrepreneur to recognise opportunities and exploit them, in order to 

achieve the success desired (Anderson and Miller, 2003; Davidson and Honing, 2003, 

Xiao, Larson and North, 2013). 
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2.15.7 Summary of Entrepreneurship Theory 

To further clarify the strengths and weaknesses of theories of entrepreneurship put 

forward in the literature and mentioned here, the following table provides a summary.  

Table 2.4: Summary of entrepreneurship theories identified in the review of the 

literature 

Theory Main Assumptions Theoretical Model 
(Author, Year) 

Relevance in Research 

The 
Economic 
Theory of 
Innovation 

An understanding 
of economic 

development in the 
area of 

technological 
revolution. 

 

 

Classical (Cantillon, 
1755; Ricardo, 1817; 

Smith, 1776). 

Neo-classical 
(Parker and John, 

1978; Murphy, Liao 
and Welsch, 2006). 

Austrian Economic 
Theories (Keizer, 

Tieben and Van Zijp, 
1997; Kirzner, 1973). 

Neo-classical Theory 
gave rise to the new 
movement known as 
the Austrian Market 
Process (AMP) to 

critique market 
systems, 

entrepreneurship, 
completion and 

market development. 

Psychological 
Theory 

Personality traits 
define 

entrepreneurship 
according to two 

theories, namely the 
Locus of Control 
and the Need for 

Achievement. 

Locus of Control 
(Rotter, 1966). 

The Need for 
Achievement 
(McClelland, 

1961). 

Entrepreneurs are 
driven by 

characteristics such as 
creativity, innovation 

and management 
skills, while the 

Theory of 
Achievement is 

associated with new 
venture creation. 

Anthropologic
-al Theory 

The study of 
social and 
cultural 

contexts. 

Social and cultural 
contexts (Simpeh, 

2011). 

Cultural environments 
can produce differences 

in entrepreneurial 
behaviour. 

Sociological 
Theory 

The study of social 
networks, stages of 

life, ethnic 
identification and 

population ecology 
for business. 

Social Theory 
(Reynolds, 1991). 

The impact of factors 
of government 

legislation, customers, 
employees and 

competition on the 
survival of 

entrepreneurs. 

Resource
-based 
Theory 

Predicts the 
identification of 

opportunities and 
the growth of new 

The identification of 
opportunities and 
the growth of new 

Human capital 
(education and 

experience), 
financial 
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firms. It is 
composed of 

financial, social 
and human capital. 

firms (Alvarez and 
Busenitz, 2001). 

Financial, social and 
human capital 

(Aldrich, 1999). 

exploitation, 
entrepreneurial 
opportunity and 

business start-up. 

Opportunity
-

identificatio
n Theory 

The process of 
recognising 

opportunities and 
developing them. It 

includes 
entrepreneurial 

alertness, 
information 

asymmetry, prior 
knowledge, social 

networks, 
personality traits and 

opportunity. 

Opportunity 
Theory (Ardichvili 
et al., 2003; Shane, 

2000). 

Prior knowledge and 
experience factors 

are significant 
capabilities of a 

successful 
entrepreneur. 

Behavioural 
Theory 

To examine the 
actions of 

individuals, 
including 

entrepreneurs. 

Personal actions 
(Robbins and Coulter, 

2007). 

Entrepreneurial 
actions (Bateman 
and Crant, 1993; 

Endres and Woods, 
2003; Hébert and 

Link, 1998). 

Entrepreneurial action 
associated with 

relationships with 
suppliers for 

networking and 
financial management. 

Innovation 
Theory 

Innovation theory 
is concerned with 
economic change; 

innovation, 
entrepreneurial 
activities and 
market power. 

Economic Change 
Theory (Schumpeter, 

1934). 

Bringing businesses 
to improve their new 

products and 
processes in market 

systems. 

(Adopted from: Binnui and Cowling, 2016). 

 

2.16 Entrepreneurship and Economic Growth 

Recent studies have focused on the potential impact of entrepreneurship and 

entrepreneurial firms on a country’s economy. Such firms help generate and transfer 

knowledge, as well as improving competition and creating more diverse businesses. 

These phenomena have been studied by Grossman and Helpman (1991), Feldman and 

Audretsch (1999) and Porter (1990). An economy may grow through increased levels of 
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production and greater availability of consumer goods and services. In other words, 

economic growth may be described as the quantitative sustained increase in a country’s 

per-capita output or income; accompanied by an expansion in the country’s labour force, 

consumption, capital, and volume of trade (Jhingan, 2005).  In his Nobel memorial 

lecture, Kuznets (1966) defined economic growth as a long-term rise in the capacity to 

supply increasingly diverse economic goods to a population. This expanding capacity is 

based on advancing technology and the institutional and ideological adjustment it 

demands. Maddison (1982) makes a distinction between the two terms; stating that 

increased income is generally called ‘economic growth’ in wealthy countries and 

‘economic development’ in less affluent ones. 

Freidman (1972) explains growth as the expansion of a system in one or more dimensions, 

without any structural changes; while development is an innovative process leading to the 

structural transformation of the respective social system. However, in contemporary 

economic literature, there is very little discussion of what these various concepts mean. 

The debate rather appears to be settled on the differences between them. Schumpeter 

(1934), for example, defines economic development as a discontinuous and spontaneous 

change in the stationary state, which forever alters and displaces the previous state of 

equilibrium. Economic growth, on the other hand, is a steady long-term change, which 

comes about through a gradual increase in the rate of savings and population.  

Economic growth has in fact become a preoccupation of all governments worldwide. For 

developed countries, growth is important to stave off unemployment and related 

economic irritants, while for developing countries; it is seen as the transformation of 

society. In much of the developing world, growth is crucial for economies that are 

currently characterised by abject poverty (Jhingan, 2005; World Development Report, 

2000). This disparity between societies has created a divide, with wealthy nations on one 

side and less economically powerful countries on the other. This is a matter of concern 

for many, especially for the national leadership of the countries involved.   

Schumpeter (1934) suggests that the entrepreneur plays a role in the process described 

above, but no empirical studies have been undertaken to verify this. It was not until more 

recently, in 1999, that the GEM studies were initiated, led by Prof. Paul Reynolds, who 

had already carried out some previous research in this area in the 1970s. Nevertheless, in 

the light of the economic growth claimed as a result of entrepreneurship, the governments 

of both developed and developing countries have embarked on large-scale programmes 

designed to harness and boost this kind of activity. 
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One study conducted by Cowling and Bygrave, (2003) examines the relationship between 

entrepreneurship and the unemployment rate, focusing on total entrepreneurial activity 

(TEA) for individuals with no better options for work. The study showed that when the 

unemployment rate is high, the TEA will also be high, which becomes the unemployment 

push factor for individuals starting up a business.  

Economic growth relies on an increase in technology integration, improved literacy and 

quality, and a rise in capital stock. In more recent times, sustainable development has 

been added as a further factor of economic growth. This view is strengthened by the 

‘Theory of Economic Development’ expounded by Schumpeter, who distinguishes 

between external and internal factors in an economic system; structuring his viewpoint 

on a variety of theoretical aspects that lead to the economic development of a nation, 

including the given circumstances, the business cycle, economic life flow, the 

fundamental theory of economic improvement, entrepreneurial profit, credit, and capital 

(Croitoru, 2012). 

The Austrian School, led by Schumpeter, consequently introduced entrepreneurship into 

the function of production by relaxing the assumption of perfect knowledge and perfect 

competition that had been suggested by earlier economists. Acknowledged as the father 

of modern entrepreneurial thought (Campbell and Wilson, 1976), Schumpeter is 

supported by Kirzner (1960, 1973, and 1979) and Baumol (1968, 1993, and 2003). 

Kirzner argues that some actors are more alert than others to the unexploited gains 

inherent in an economy; they see these as opportunities and exploit them. Kirzner refers 

to these actors as entrepreneurs. Meanwhile, Baumol, a neo-classical economist, broke 

with the mainstream; arguing that growth cannot be explained solely by the accumulation 

of various factors of production. Instead, he stated that entrepreneurship plays a role. 

However, it suffices to conclude that the Austrian School opened a window for 

entrepreneurship to be introduced as a determinant of growth, even though not much 

research has been conducted until recently to verify these propositions empirically 

Underpinning these programmes is now a common assumption that entrepreneurship is 

associated with economic growth (World Bank Report, 1985, 1986; Reynolds and Maki, 

1990; Storey, 1994; Wenneckers and Thurick, 1999; UK GEM Report, 2000; Audretsch, 

2003; World Bank Report, 2018). Overall, these studies have highlighted the positive 

relation between the level of entrepreneurship in a country, and the increase of its 

economic growth, for that reason, Saudi government believe that entrepreneurship is the 

panacea for its economy. It is clear that there are a vast number of theories that include 
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individual, enterprise, and environmental factors, in addition to several empirical studies 

defined in the literature that may directly or indirectly affect the failure of small business 

start-ups. With the aim to investigate and explore small start-up barriers to survival, a 

wide lens requested to act as a conceptual framework. 

 

2.16.1 Summary of Economic Growth Theories 

Many theories and models have been proposed over the years to explain economic growth 

and development. Key economic growth theorists include, among others, Adam Smith, 

David Ricardo, Muthesius, John Stuart Mill, Karl Marx, Joseph Schumpeter, Maynard 

Keynes and Walt Whitman Rostow, divided broadly across classical, neo-classical and 

monetarist schools of thought. Meanwhile, popular growth models include the Harold-

Domer, Kaldor, Pasinetti and Freidman models, among others (Solow, 1956; Lucas, 

1985; Jhingan, 2005).  

 

2.17 The National System of Innovation (NSI)  

The National System of Innovation (NSI) is a model resulting from theories put forward 

by Freeman (1988), Lundvall (1988) and Nelson (1993). Edquist and Johnson (1997) 

define it as the “all important economic, social, political, organizational and other factors 

that influence the development, diffusion and use of innovations”. The significance of a 

nation’s economic situation in stimulating and incubating innovation is therefore 

considered. Fiscal policies, the interaction between academics and industry, the education 

system and the financial system are all components of the environment; adding up to a 

nation’s innovative activity. This system enables a comparison of innovative activity 

between countries and is useful for providing recommendations for policy-makers, 

towards encouraging innovation in the country and by pointing out necessary areas of 

support.  

2.18 National Systems of Entrepreneurship (NSE) 

The National Systems of Entrepreneurship (NSE) represent a model that focuses on the 

apportioning of available resources, based on the individual perception of opportunities, 

as presented by the external environment and by way of launching new endeavours (Acs 

et al., 2016). The results or consequences are structured by the institutional framework 

offered by the respective nation. Thus, while NSI views institutions as centres of 
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innovation, NSE affords this attention to individual entrepreneurs, whereby the result of 

their activity is dependent on the corresponding regulatory framework. Furthermore, NSE 

presents various possible interactions, thus adopting a systematic approach. It considers 

the obstacles that hinder or reduce performance and identifies the impact of the context 

or national institutional and regulatory network (Acs, Autio and Szerb, 2014).  

It may therefore be argued that NSI omitted the individual, while entrepreneurship 

researchers previously failed to consider the context. In short, entrepreneurship is 

embedded action: in terms of both the individual and the context. Thus, a systemic 

understanding of the entrepreneurial process is required. The NSE approach is an attempt 

to address this gap (Acs et al., 2016).  As a result, entrepreneurship is generally viewed 

rather as a resource for employment creation and a means of maximising returns, or else 

as an alternative means of economic development and an instrument of empowerment. It 

can therefore make a major contribution to individuals and society in less developed, 

developing and developed countries alike (Acs, Desai and Hessels, 2008). 

 

2.19 Summary 

This chapter has presented an overview of the concept of entrepreneurship, entrepreneurs, 

and small business, as well as the importance of small businesses for reviving economies. 

However, the difference between entrepreneurs and business-owners is always a matter 

of debate. Nevertheless, in this study, no attempt will be made to distinguish between 

them. Since the focus here is on business start-ups, this style of business has been 

described in detail to give the reader a clearer picture; with the main influences on 

entrepreneurs starting a business being mentioned. An overview of entrepreneurship 

theory and other relevant and significant theories have consequently been explained in 

detail, together with the relationship between entrepreneurship and economic growth. In 

the following chapter, the barriers to success in small firms will be identified from 

previous studies. 
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Chapter 3: Why Do Small Businesses Fail? An Empirical Review 

“All that glisters, is not gold!” 

-Shakespeare- 

3.1 Introduction 

This empirical review chapter sets out the factors that are associated with the barriers to 

the survival of small business start-ups. Information on business failure can provide clear 

guidance for start-up entrepreneurs in their own business ventures. No policy can be 

formulated for small businesses without a deep understanding of why they fail. The 

general pattern in the business world is that more young firms than old firms tend to die.  

Initially, this chapter will discuss the general local and global factors of failure for small 

business start-ups. It will then diversify the factors into three categories, based on the 

Literature Review, namely personal/entrepreneurial factors, internal (business) factors, 

and external (environmental) factors.  

 

3.2 Background to the Empirical Review  

Cowling (2006) poses the question; “what factors distinguish between those smaller 

businesses that experience growth and those that do not. Do the ‘wrong’ people start up 

and continue to run new businesses” There are in fact many direct and indirect challenges 

faced by small businesses, which can delay their growth or even lead to further failure. 

Very few small businesses can meet and overcome these challenges to achieve growth. 

However, the degree and nature of small business failure will vary from one firm to 

another, from one entrepreneur to another, and also from one country to another. 

From the literature (e.g.; Argenti, 1976; Westhead, Storey and Cowling, 1993; Storey, 

1994; Lussier, 1995; Cowling, 2006; and Ooghe and Prijcker, 2008) the variables that 

explain the barriers to the survival of small firms can be grouped into three broad 

categories: demographic/entrepreneurial factors, the internal factor (enterprise factor) and 

external environment. External reasons are not so easy to predict, such as economic 

recession, but internal factors of business failure can be forecast. Normally, a complex 

mixture of causes contributes to business failure; it is very rare for just one factor to be 

involved (FEE, 2004). 
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Research conducted by Dun and Bradstreet (2004) to investigate the factors related to 

small business failure in the US revealed that 88.7% of all business failure was due to 

errors of management (Titus, 2004). Some of the most common errors leading to business 

failure consist of going into business for the wrong reasons; the entrepreneur becoming 

exhausted and/or underestimating the time requirements; family pressure on time and 

funds; pride; lack of market awareness; the entrepreneur ‘falling in love’ with the 

product/business area; a lack of financial responsibility and awareness, and a lack of a 

clear focus, amongst others. However, in broad terms, the 12 entrepreneurial and 

enterprise factors found to most frequently lead to business failure were: 

1- Lack of experience 

2- Insufficient financing 

3- Lack of cash flow 

4- Poor business plan 

5- Incompetent management 

6- Ignorance of the competition  

7- Unrealistic or absent goals 

8- A diminishing customer bases 

9- Uncontrolled growth 

10- Bad location 

11- Poor system 

12- Lack of entrepreneurial skills. 

In the UK and Europe, a previous study of factors affecting the survival of small firms 

was conducted by Westhead, Storey and Cowling (1993), who identified sixty-nine 

possible variables. They grouped these into eleven categories, including; personal 

background of the entrepreneur, previous experience, business characteristics, customers, 

competitive structure, networking, financial ground, technology, management roles and 

start-up problems. Only thirteen variables remained significant. 

Argenti (1976), is one of the oldest researchers that has analysed failure as a process. 

Argenti divided non-financial failure into three trajectories. The first trajectory is the 

inappropriate management in term of entrepreneurial skills or personality which is related 

mostly to start-up businesses. The second trajectory, operational and financial 
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management issues which it related to fast growing start-ups. The last trajectory, no 

customer connections, which is more concerned to mature businesses. 

On the other hand, financial failure, which is divided into two categories, internal 

financing, and external financing. Internal financing mostly comes from personal saving, 

and family and friends’ loans, while external financing “long term source of finance” 

comes from banks, angel investors, and venture capitals (Cowling, Matthews, 2017; Xiao 

and Ritchie, 2009; Daskalakis, Jarvis and Schizas, 2013). However, there is no general 

agreement in the literature support that using an external source of finance could help a 

small start-up to survive and growth (Xiao, 2007). 

Moreover, Smallbone (1991) explored the issue facing small new ventures which were 

supported by local enterprise organisations in London, he found that most frequent 

problem was marketing product/service. Since there are overwhelming number of factors 

described in the literature that may directly or indirectly bring about the failure of small 

business start-ups, a number of global studies were reviewed to build a broad picture and 

the outcomes of this examination are presented below. 

 

3.3 Firm Failure Theories: 

Recently, several scholars focused on the growth and development of small business with 

theories including for example; (Berryman, 1983; Westhead, Storey and Cowling, 1993; 

Smallbone et al. 1995; Storey, 1994; Kraemer and Venkataraman, 1997; Everett and 

Watson, 1998; Smallbone and Wyer, 2000; Andersson, 2003; Cowling, 2006 and Greve, 

2008). However, there is no single framework capable of caturing all aspects of the 

growth of a small business, or their failure (Storey, 1994; Smallbone et al. 1995). This is 

understandable since there are many different factors that can be complex and interrelated 

with each other (Cowling, 2010; Storey, 1994; Lussier, 1995). 

For instance, Baden-Fuller's (1989) create a model explaining business failure based on 

relative net costs of continuance versus immediate closure. The model has been expressed 

as; 

π  < rC – C’ 

Where; 

π = present value (PV) of anticipated profit in the coming period 

C = residual value of the business  



 

53 | P a g e  

 

r = rate of interest 

C’ = present value of anticipated capital gain in scrap value from deferring the closure 

The decision whether to close your business or not in Baden –Fuller’s model depends on 

NPV (Net Present Value) of the business compared to (NPV) of expected profit in future.   

Storey (1994) mentioned that even profitable firms might exit the market, for variety of 

reasons, for instance; exiting early with profit, better than exit later with a great loss if the 

entrepreneurs lack managerial skills. Moreover, external factors can play as a significant 

factor for business closure especially in developing countries (Okpara and Wynn, 2007). 

 

3.4 Global Studies on the Factors of Business Failure 

As mentioned earlier, one single factor may not be sufficient in itself to lead to the failure 

of a business; it rather requires a combination of factors in the business environment, all 

occurring simultaneously, with unpredictable indicators for the entrepreneur and resulting 

in bankruptcy (Jean, Chiou and Zou, 2013). A lack of financial strength on the part of a 

business to sustain its operations, coupled with inadequate economic conditions and 

unfavourable government regulations have also been described as barriers to business 

success (Xiao, 2007). In highly competitive environments, start-ups will generally have 

a difficult time generating and sustaining worthwhile profit for their operations and 

growth.  The ability of a business to obtain equity and finance its debts are therefore two 

of the main challenges faced by many start-ups in most of the world’s economies.  

However, the existing literature on this topic is limited to the causes of business failure 

and very little may be sourced concerning the impact of entrepreneurial skills in this 

regard. According to Jean, Chiou and Zou (2013), the expertise of the general 

management, supported by the financial management team, are the most influential 

factors determining the success or failure of a business. Most of the organisations that go 

bankrupt do so as a result of inexperienced management. For a company to succeed, the 

management needs to possess the necessary skills to steer it forward (Gartner, 1985; 

Storey, 1994; Wijewardena and Tibbits, 1999; Cowling, 2006). Moreover, if the 

management is stiff-necked in the face of professional advice, this will negatively affect 

the organisation’s ability to survive in the medium term. Finally, corporate strategy 

represents the vision of the company or project in both the medium and long term. A start-

up entering a market without a clearly defined business agenda is therefore doomed to 

fail and so entrepreneurs must couple their motivation with a strategy that will bear fruit 
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for the organisation. Nevertheless, the reality is that most start-ups do not possess a clear 

strategy for operation and growth (Jean, Chiou and Zou, 2013).  Moreover, business 

failure is not only dependent on entrepreneurs’ behaviour, but also on the economic and 

social behaviour of the environment in which a business operates (Blackwood and Mowl, 

2000; Kangsharju, 1999; Wijewardena and Tibbits, 1999). Thus, it follows that 

developing a deeper understanding of the failure of new ventures will provide critical 

information for key stakeholders in such new business, as well as for individual 

entrepreneurs, venture financiers and government policy-makers (Liao et al., 2009).  

 

3.4.1 Storey’s (1994) Factors  
Storey (1994) made an extensive review of the literature classifying small business 

barriers into growth, with a result of three main categories; entrepreneurial, firm and firm 

strategy.  Storey highlighted thirty-five possible factors that affect small businesses, and 

these may be classified into three areas, as illustrated below in Table 3.1: 

Table 3.1: Factors influencing the growth of small business components  

Entrepreneurial 
characteristics 

The characteristics 

of a firm 

Business strategy 

post- start-up 

Motivation Age Workforce training 

Unemployment Sector Management training 

Education Legal form External equity 

Management experience Location Technological sophistication 

Number of founders Size Market positioning 

Prior to self- employment Ownership Market adjustments 

Family history  Planning 

Social marginality  New products 

Functional Skills  Management recruitment 

Training  State support 

Age  Customer orientation 

Previous business failure  Competition 

Previous sector experience  Information and advice 

Previous experience of the 
firm’s size 

 Exporting 

Gender   

Source: Storey (1994, p.123) 
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However, Storey (1994) omits to mention the significance of external factors in 

developing countries, such as Saudi Arabia. The above-mentioned factors can be applied 

to a developed county; for example, the US or the UK, but they can not be equally relevant 

to a developing country, such as Saudi Arabia, due to a number of reasons: First, Saudi 

Arabia is a developing country, where the majority of small businesses fail due to a lack 

of information. Therefore, this factor is classified as an infrastructural factor. Moreover, 

Saudi Arabia is a conservative country, where customs and traditions play a major role in 

business survival, which is not included in Storey’s list of factors. 

 

3.4.2 The Lussier Model 
Lussier (1995) conducted an empirical study that focused on the predictability of the 

success of a small firm.  He developed a non-financial model that included 15 factors as 

independent variables tested for their significance using logistic regression. These factors 

consisted of industry experience, planning, education, family business ownership, capital, 

financial control, professional advisors, staffing, management experience, 

product/service timing, age of the owner, economic timing, partnership business, minority 

ownership, and marketing skills. It is the present researcher’s belief that these 15 factors 

are insufficient for viewing the barriers facing small start-up firms, as 15 variables are too 

limited to test. Moreover, the Lussier Model fails to mention external variables, such as 

access to technology and government support. 

 

3.4.3 Push vs. Pull Factors 

Mayer and Goldstein (1961) found the motivation of any kind was critical for starting a 

small business. To be more precise, their respondents identified the following as their 

reasons for entering into business. These are referred to as pull factors: 

(a) The need for a job, since they have become unemployed or fear unemployment. 

(b) Self-employment can ensure job security. 

(c) Building a business as a retirement activity, or as a parting legacy for offspring. 

(d) A business can earn a higher income than a paid job 

(e) Independence from being employed by someone else. 

The conclusions drawn from the above comprise: 
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• Push factors include unemployment, blocked promotion, recession, redundancy, 

frustration with previous employment, and the need to earn a higher income 

(Brockhaus and Horwitz, 1986; Storey, 1982; Kirkwood, 2009).  

• Pull factors include independence, being one’s own boss, creative expression, 

having enjoyable work and revenue motives (Watson, Hogarth-Scott and Wilson, 

1998). Pull factors are found to be more prevalent than push factors (Segal et al., 

2005). 

3.5 Summary of Global Factors of Failure 

• Watkins (1983) found that a few owner-managers of small firms had professional 

experience that was irrelevant to the category of their business venture, while 

others had no experience at all, concluding: 

None of the factors in the owner managers’ prior experience - not 

education, nor professional studies nor work experience - had been 

an appropriate or adequate preparation for the stewardship of one’s 

own business. 

• Westhead and Storey (1996) found that management training had a strong impact 

on the survival of small firms. 

• Mazzarol et al. (1999) investigated factors influencing small start-up business 

with a sample of 93 respondents; they found that gender and previous government 

employment had a negative impact on small start-up survival.  

• According to Keyser et al. (2000) and Cowling and Matthews, (2017), commercial 

loans are an option for small businesses, but due to the great expense of these, 

many owners fail to meet the requirements. Starting capital is an issue for many 

entrepreneurs.  

• Orser et al. (2000) looked at 1,004 small and medium-sized Canadian businesses, 

concluding that depending on the firm’s characteristics, the extremity of the issues 

varied. These characteristics included firm size. One of the problems encountered 

was a tendency for micro-operations to experience problems of demand. 

Accessibility of other sources of finance, limited information about financial 

possibilities and generally restricted financial expertise were other issues found 

by the studies.  
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• Moy and Luk (2003) examined the problems faced by small and medium-sized 

companies in Hong Kong. They found that the growth of these companies was 

affected by a shortage of capital. An additional factor that negatively affected their 

success was struggling to compete with high market competition.  

• Bukvic and Bartlett (2003) found three main financial barriers leading to small 

business failure in Slovenia: the high cost of capital, the high cost of assurance 

requirements, and the bureaucratic procedures at banks. 

• Okpara and Wynn (2007) identified three factors as the main barriers to small 

business success in Nigeria: a lack of financial support, a lack of infrastructure, 

corruption, and low demand for products or services. 

• Krasniqi (2007) conducted a survey to investigate the barriers to the growth of 

SMEs in Kosova; finding a tax burden, unfair competition, and inadequate 

financing as barriers to business survival in that context. 

• Cowling (2008) found that there is a gender difference in the self-employment 

rate between men and women in most EU countries. 

• Hassanein and Adly (2008) used a questionnaire survey to investigate the 

magnitude of the financial barriers faced by small Egyptian construction firms; 

finding that the inability to access suitable sources of finance is a major barrier to 

small business survival. 

• Xiao (2011) states that fear of being unable to pay loans in times of financial 

distress along with the fear of spreading financial risk prevents start-up 

entrepreneurs from planning a sufficient amount of initial capital and seeking 

external finance. 

• Alam et al. (2011) found that financial barriers have the most significant impact 

on the growth of SMEs in Malaysia, revealed in a survey comprising 170 

completed questionnaires. 

• Arasti, Zandi, and Bahmani (2014) investigated factors causes businesses to fail 

in the Iranian context. They have found that inappropriate policies are the most 

significant barrier to business survival. 
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• Lussier and Hyder (2015) found that business planning, employees, capital 

inflow, and partnership are the significant factors for success or failure in 

Pakistan. 

3.6 Liability of Newness 

Small start-up enterprises are a subset of the population of enterprises that are most 

vulnerable to failure because of their ‘liabilities of newness and small size’ (Stinchcombe, 

1965). The concept of liabilities of newness was first mentioned by the American 

sociologist Stinchcombe (1965) and became a key element in scholars’ understanding of 

the emergence and growth of new businesses in the last four decades (Aldrich and Auster, 

1986; Venkatarman and Low, 1994). The concept highlights the age of the firms as an 

independent factor in their failure (Freeman, Carroll, and Hannan, 1983). Liabilities of 

newness are recognised as a major contributing factor to the failure of start-ups, and 

venture survival often depends on the ability to overcome or compensate for liabilities of 

newness (Brüderl and Schüssler, 1990; Freeman, Carroll, & Hannan, 1983). The concept 

of liabilities of newness was developed before the Internet and modern powerful 

networking channels, which have caused massive disruption in the market. 

Recently, Choi and Shepherd (2005) explored how external and internal stakeholders’ 

perceptions of newness as a liability can play a pivotal role in enhancing start-ups’ 

survival chances. They found that these perceptions determine the level of stakeholder 

‘support’ for start-ups. 

 

Figure 3.1: Failure Rate vs Liability of Newness 

 
3.7 Porter’s Five Forces: 

Porter (1980) states that enterprise owner’s function in an environment that contains five 

competitive forces: the power of buyers, the power of suppliers, the threat of new entrants, 
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the threat of substitutes, and competitive rivalry in the industry. Porter proposes that when 

entrepreneurs study their industry considering these five forces, it can help them develop 

strategies for survival. 

Porter’s (1980) key proposition was that entrepreneurs need to distinguish their 

businesses from others by providing an added value; they have to offer a unique product 

or service. Furthermore, entrepreneurs should focus on their specific market niche. 

Porter’s model applies to any product/service businesses or any business in which owners 

choose to deliver a different kind of value from their competitors; this has to be bigger 

than delivering the same value at a lower price (Miles, Miles, & Cannon, 2012). 

 

Figure 3.2: Porter’s (1980) Five Force Model 

3.8 Summary 
 
This chapter has reviewed empirical studies on why most small start-ups do not survive. 

Fundamental characteristics have been noted by Stinchcombe (1965), Porter (1980), 

Westhead, Storey, and Cowling (1993), Storey (1994), and Lussier (1995).  Most of these 

studies were conducted in developed countries, however. Since there have not been any 

trusted studies conducted in Saudi Arabia, viewing all the empirical studies guided the 

researcher to develop a framework of factors that influence the failure of small start-up 

businesses. 

In the next chapter, the uniqueness of the study (the Saudi context) is discussed in detail. 

What makes entrepreneurship in developing countries different from in developed 

countries?  
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Chapter 4: Saudi Arabia - Context of the Study 

“The sky is the limit for our ambition” 

Crown Prince -Mohammed bin Salman- 

4.1 Introduction 

This chapter begins by presenting a general picture of the situation facing developing 

countries in terms of their prospect of successful entrepreneurship, as compared with their 

counterparts in the developed world. The nature of the entrepreneur and the concept of 

success are then defined in general terms, before the unique context of the current research 

is explained. The main theories and themes derived from a review of the relevant literature 

are then discussed. This is followed by an examination of the previous international and 

local studies in the Saudi context. 

 

4.2 Entrepreneurial Culture in Saudi Arabia   

Saudi Arabia demonstrates a low level of entrepreneurial culture, according to the GEM 

(2013) barometer, with only minimal spending on research and development, totalling 

just 0.1% of its GDP. Fostering a culture of entrepreneurship has in fact been its biggest 

challenge. However, there are now attempts to increase investment in technology, with 

more funding being channelled into tertiary institutions. This is despite the fact that a fear 

of failure has been suggested as the reason for low entrepreneurial uptake by locals. This 

is reflected in the financial sector, where there is little or no funding for entrepreneurs, 

thus further blocking positive entrepreneurial growth. Aside from the above, an 

International Monetary Fund (IMF) report in 2012 showed female employment to be 

slightly above 9%, which is way below the G20 recommended mark. Female participation 

in entrepreneurial ventures and support programmes have thus bolstered the incentive to 

raise support for women entrepreneurs.  

In Saudi Arabia, over 1.97 million SMEs created 4.5 million jobs in 2014, as cited by the 

Council of Saudi Chambers (2015). The contribution to the total industrial production of 

these firms totalled around 35% of Saudi Arabia’s GDP (Ministry of Economy and 

Planning, 2015). The Ministry of Commerce, however, admits that the new and small 

business sector is a slow-growing one; especially when it is considered that around 29% 

of these companies were forced to shut down during the financial year 2013-2014, due to 
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issues over guarantees and insurance for providing finance (Jadwa Investment, 2015). 

However, some programmes have indeed been launched in Saudi Arabia to encourage 

the nation’s youth to venture into entrepreneurship. The National Entrepreneurship 

Institute (NEI) was consequently established to provide specialised education, 

knowledge, training and finance for young entrepreneurs (Ortmans, 2014). Aside from 

this, the Saudi Council of Commerce and Industry also conducts training courses, 

workshops, seminars and other educational activities of this nature to promote 

entrepreneurship, providing consultation services for existing and prospective 

entrepreneurs. The Council also organises a range of management activities centred on 

finance and marketing (Council of Saudi Chambers, 2015). This current study therefore 

examines the challenges and environmental factors facing small start-up businesses in the 

light of the Saudi government’s Vision Plan 2030 and in consideration of the fact that 

most business start-ups fail in at an early stage in the Kingdom. 

 

4.3 Saudi Arabia’s Vision 2030  

Saudi Arabia is characterised by a vibrant and diverse society, built upon endowed 

resources, shared equally amongst the nation’s citizens. It also represents an Islamic 

powerhouse, as it is at the heart of the Arabic and Islamic worlds, with Islamic principles 

governing the nation. These are derived from Islamic texts and underpin its laws. As a 

result, Saudi’s Vision 2030 is equally based on religious values and articles of faith, in 

order to achieve targets of economic and social development. Values of equity, 

moderation, transparency and excellence are therefore considered to be the bedrock of 

success.  

According to the National Transformation Program 2020 (2016), Saudi Vision 2030 

stands on three main pillars: “Our position as the heart of the Arab and Islamic worlds, 

our leading investment capabilities, and our strategic geographical position.” It 

consequently seeks to uphold and promote the Arabic language for social development; 

fight drug use in society; develop cities; reduce the crime rate; achieve environmental 

sustainability, and empower society through the modernisation of its social welfare 

provision. In this long-term plan, Saudi Arabia additionally envisions the expansion of its 

health system by building new hospitals and increasing the capacity of existing ones 

(National Transformation Program 2020, 2016). Saudi Vision is built on three themes: a 

vibrant society, a thriving economy and an ambitious nation. 
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4.3.1 A Vibrant Society  

This first theme is vital in achieving the Saudi vision as well a strong foundation for 

economic success. Saudi government believe in the importance of a vibrant society. Saudi 

society protected by caring families, supported by an empowering social and strong health 

care system. Saudi society lives in harmony with the Islamic value of moderation, 

honoured of their national identity, their ancient cultural heritage, and enjoying a beautiful 

life in a secure environment. 

 

4.3.2 A Thriving Economy 

For any economy to thrive, there are various steps it must take, including increasing the 

skills and competencies of the younger generation. Saudi Arabia’s Vision 2030 plans to 

invest in high-quality education and training for its youth population. A thriving economy 

requires successful economic activities and so the country intends to boost SMEs, among 

other activities of economic development. This is not currently the case, as SMEs do not 

contribute greatly to Saudi Arabia’s GDP. Vision 2030, therefore, targets investment in 

this direction by encouraging young people to venture into entrepreneurship. The 

facilitation of capital financing through microfinance should consequently motivate credit 

uptake, with a national incentive to enhance the economic function of business and 

entrepreneurship through support for local and national companies (National 

Transformation Program 2020, 2016). 

 

4.3.3 An Ambitious Nation 

Saudi Arabia’s ambition is fundamentally constructed on key attributes of transparency, 

with the protection of vital resources, such as food and water. Furthermore, the nation 

seeks inclusiveness, with all its citizens being engaged through strengthened 

communication channels between the government, citizens and the private sector. There 

is also the goal of positioning the nation in the realm of global competition by developing 

policies and human capital. Furthermore, improved services to citizens are enshrined in 

e-government programmes aimed at expanding the Saudi government’s collaboration 

with other governments and the provision of services in a more streamlined manner. An 

increase in non-oil government revenue and improvement in the government’s ranking 

on the effectiveness index represent further ambitions. 
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4.4 Population and Employment Pressures  

Saudi Arabia is currently in the midst of profound socio-economic change. This is partly 

due to the rapid rate of growth in its population - currently ranked as one of the highest 

in the world - combined with rapid urbanisation and a massive shift in a labour 

organisation. It is these changes, considered in the context of the current oil boom, which 

is driving government policy.  

As recent statistics indicate, Saudi youth constitute around 37% of the total population, 

with 13 million out of its 30 million citizens being aged under 14 (Central Department of 

Statistics, 2015), while two-thirds of the population are under 30. Over the next few years, 

these population segments will need to find jobs. However, although Saudi Arabia has 

spent over 33% of its budget on education, health, and development over the past five 

years (Ministry of Finance, 2017), the educational and skills level of its population still 

falls below global averages (GEM, 2010). According to the Central Department of 

Statistics in Saudi Arabia (2015), the demographic challenges faced by the nation are as 

follows:  

• The annual growth rate for non-oil goods and exports totals 17.99%. 

• The unemployment rate currently stands at 11.5%.  

• The employment growth rate in the government sector amounts to 3.27%. 

• The employment growth rate in the private sector amounts to 14.18%. 

• Non-oil private sector contribution to GDP totals 39.46%. 

• GDP per capita equals 20,723 USD. 

• GDP growth rate stands at 3.35%. 

• Inflation rate stands at 4.2%. 

• Saudi population totals 20,702,563. 

• Total population including expatriates is currently 30,770,375. 

• Population growth rate stands at 2.55%. 

Demographics interact with wealth indicators to determine relative wealth and per capita 

income. It is unlikely that any analysis, whether inside or outside the Kingdom, could 

deny that population growth has had a significant effect on the relative wealth of the Saudi 

people, or that economic growth has, until the recent unsustainable boom in oil prices, 

failed to match this population growth. 
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4.5 Sources of Law and Regulations 

Islamic sharia is the main source of law in Saudi Arabia. Sharia represents a collection 

of fundamental principles derived from a number of different sources, including the Holy 

Quran, the Sunnah (or sayings of the Prophet Muhammad), and the opinions and 

interpretations of sharia scholars. Enacted legislation is second source of legal decrees in 

the country and can be authorised via royal orders, royal decrees, resolutions by the 

Council of Ministers, and ministerial resolutions and circulars, among other means. All 

such laws are ultimately subject to and cannot conflict with sharia. 

 

4.6 Developed and Developing Countries 

The world is divided into countries that have grown and developed - often referred to as 

rich industrialised countries - and those that are middle-income or even poor. The latter 

two types are usually referred to as ‘developing’. The developed world evolved out of 

agrarian economies, which depended on subsistence farming, into industrialised countries 

with a factory system (World Bank, 2000/01).  This transformation started with the 

Industrial Revolution in Great Britain during the 18th and 19th centuries and by the turn 

of the 20th century, most of Europe and North America had developed in the same way. 

Economic growth was accompanied by policies of income redistribution to eliminate 

abject poverty. The focus of the economic theory is therefore on these countries. On the 

other hand, developing countries are those where the economy is based on a large 

agricultural sector, characterised by subsistence production. There is evidence from 

several studies conducted in the developing world that entrepreneurs in emerging nations 

face monumental challenges, compared to their developed counterparts (Alessa, 2013).  

For example, it has been revealed that entrepreneurs in developing countries are more 

frequently obliged to deal with highly bureaucratic systems and unstable settings. In 

addition, the laws governing private enterprise, especially business registration and 

taxation, may be more complex, encompassing commercial and contractual laws, 

intellectual property rights, administrative procedures, bankruptcy and poor enforcement, 

resulting in unfavourable conditions for starting a business (Naudé, 2013). In this regard, 

Saudi Arabia is not exceptional.  

According to Mueller et al. (2014), there is an additional problem in the developing world 

that financial enablers tend to be underdeveloped. Banking systems still retain outmoded 

bureaucratic procedures for accessing credit and capital facilities. This is compounded by 
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the fact that there tends to be a lack of efficient regulatory and financial legislation to ease 

the financing of entrepreneurial ventures. Only 20% of local SMEs in such contexts are 

likely to have a loan facility and only 10% of investment expenditure would be financed 

by a financial institution. In addition, banks have generally failed to make and enact 

informed lending decisions, based on poor credit information and weakened creditors’ 

rights.  

What is more, developing countries usually have an underdeveloped infrastructure for 

promoting healthy entrepreneurial activity. For instance, it is likely that transportation 

systems will be inadequate and Internet penetration will be low, as is the case in the 

Middle East and North Africa (MENA) region, with only 24% of its population being 

recorded as using the Internet in 2015, compared to 79% in the US and 67% in Europe. 

This is aside from the many other challenges generally faced in those contexts, largely 

due to the prevailing culture. As Iqbal (2015) states, cultures that do not promote 

entrepreneurial aspirations are passed down from one generation to the next. Cultural 

norms then become barriers to entrepreneurship, which are more detrimental than failed 

policies. In contrast, entrepreneurship in the developed world is driven by innovation and 

added value. Lastly, most studies on barriers to business have been conducted in 

developed countries, whereas developing countries suffer due to a lack of research (Luk, 

1996; Blackwood and Mowl, 2000; Andreas, Michael and Sabine, 2000). It must 

nevertheless be borne in mind that the causes of business failure are particular to each 

country and will vary according to the economy, political framework and situation, 

society and culture. 

 

4.7 What Makes Entrepreneurship in Developing Countries Different? 

Many researchers have highlighted the lack of research in developing countries, 

especially in the field of entrepreneurship. In the developing world, entrepreneurs face 

enormous challenges, compared to their counterparts in the developed world (Zavatta, 

2008; Bouri et al., 2011; Alessa, 2013). For instance, they are obliged to deal with highly 

bureaucratic systems and greater instability. In addition, the laws governing private 

enterprises, especially business registration and taxation systems, may be more complex; 

while commercial laws, administrative procedures, intellectual property rights, and 

bankruptcy impose unfavourable conditions on business start-ups (Naudé, 2013). In this 

regard, SMEs have proved that they are the most effective vehicle of economic welfare 
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(Leegwater and Shaw, 2008; Lundström, 2009; Gërgjaliu, 2012). For example, they are 

a means of recruiting human resources, training new recruits, developing technical skills, 

and opening up gateways for inventors and investors, so that they can participate in 

economic growth. Furthermore, SMEs contribute to the economy by creating 

employment and supplying materials and services to bigger companies (Alfaadhel, 2010). 

 

4.7.1 Opportunity 

Opportunities for entrepreneurs in developing counties are broader than they are in more 

developed markets. This is because the former face a different set of circumstances, which 

can lead to opportunities. The competitive threat to entrepreneurs is reduced, while the 

risk of economic, political and regulatory uncertainty remains high. Nevertheless, 

entrepreneurs tend to address systematic risk by spreading it across related business areas 

(a diversified portfolio).  

 

4.7.2 Financial Resources 

Entrepreneurial opportunities are broader, but resultant strategies are naturally self-

hedging in developing countries, where limited personal and family savings and an 

absence of financial innovation can severely limit the growth prospects of promising start-

ups. The nature of entrepreneurial opportunities thus plays a critical role in the market for 

entrepreneurial finance in such countries. There are two issues here: sources of income 

and appropriate depositories for savings until the new business is underway. Sources of 

income may include retained earnings from a previous business, often in the retail or 

distribution sector. In countries where well-paid government positions are still available 

(such as the Middle East), some potential entrepreneurs are able to save start-up capital 

from their salaries (Bhidé, 2004). 

 

4.7.3 Human Resources 

Nevertheless, entrepreneurship is a lonely process, rendered more difficult without the 

benefit of mentorship and apprenticeship. Leading hotspots of innovation, such as so-

called Silicon Valley in California, have a broad pool of well-trained talent, a culture that 

encourages innovation and new business, and pavilion companies that serve as informal 
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‘finishing schools’ for entrepreneurs. Even in the absence of these ideal situations, 

apprenticeship and entrepreneurship may be developed in tandem. 

 

4.7.4 Policy and Research Implications 

Across the developing world, there are countries that are either in the process of becoming 

developed or aspire to be developed in future. In MENA countries, the Emirates and Qatar 

have led this developmental transition, while Saudi Arabia is still undergoing this 

evolution. However, it should also be noted that the governments of developing counties 

tend to be more willing than their developed counterparts to make dramatic changes, with 

a view to becoming part of the developed world. In this aspect, Saudi Arabia is no 

exception (as indicated by Saudi Vision 2030). Moreover, the lack of research in 

developing countries means that they offer rich soil for new research. This would 

inevitably involve validating GEM results regarding the correlation between business and 

macrocosmic conditions and entrepreneurship opportunities. In the main, the absence of 

any correlation between the macrocosmic conditions and levels of entrepreneurial activity 

is typical of the least economically developed countries (Lingelbach et al., 2005). 

 

4.8 Entrepreneurship/Entrepreneurs in Developed and Developing Countries  

There is an observable contrast between entrepreneurship in developing and developed 

countries. According to the World Economic Forum (2015), the MENA region is 

characterised by youthful populations and vast business opportunities, but these are not 

without their challenges. According to the Global Entrepreneurship and Development 

Institute (GEDI), (2013), one of the main challenges facing this region is unemployment, 

whereby the relevant governments work tirelessly, but in vain, towards reducing 

unemployment figures. Where there are high rates of unemployment, development and 

economic growth are usually out of the question. However, it is interesting to note one 

study by Cowling (2000), which revealed significant differences across countries in terms 

of the characteristics of a potential entrepreneur. Age, gender and education were 

consequently identified as the main variables, rather than the nature of the country 

concerned.  

One key to accelerating job creation in the above-mentioned MENA region is by 

encouraging and fostering an entrepreneurial spirit in society and in the economy. The 
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benefits of entrepreneurial development are equally felt in an economy through the 

establishment of SMEs, job creation and a contribution to GDP. An analysis of the 

entrepreneurial activity taking place in the MENA region would appear robust, but this is 

very deceptive. Entrepreneurial activity differs from one country to another, but overall, 

13% of the working population in MENA countries is extensively engaged in 

entrepreneurial activity, which is in contrast to the levels quoted for developed countries, 

such as the US and Japan (Basirat, Baratpour and Ahmadi, 2016). 

However, entrepreneurial activity is abundantly evident in most developing countries; 

mainly driven by necessity. This is unfortunately often accompanied by the absence of a 

large-scale infrastructure to support entrepreneurship. It also means that entrepreneurs 

merely seek to satisfy their basic need for food, shelter and security. Moreover, 

entrepreneurial ventures tend to only employ the company owners, but their contribution 

to the economy is minimal. In addition, 80% of entrepreneurs in developing countries are 

small-scale operators and so their ventures are more vulnerable to economic shock and 

stress, due to the lack of available support for sustaining operations. Many entrepreneurial 

ventures consequently fail to survive the growth stage of the business development cycle 

(Scott and Bruce, 1987; Janssen, 2016). It is therefore supported from non-governmental 

organisations (NGOs), established entrepreneurs, and other companies, which could 

boost the development of SMEs in most developing countries, thus facilitating their 

operations and creating more jobs for the unemployed. 

 

4.8.1 Business Survival Rate in the UK, US and Qatar, Compared to SA  

According to Hyder and Lussier (2016), SMEs are the backbone of economic stability. 

They are the cushions for any emerging economic shock and during the last great global 

economic recession, most multinational companies and businesses felt the heat of the 

meltdown, while SMEs retained their position as pillars of the economy. This accounted 

for 98% of all enterprise in Europe, providing 67% of the zone’s employment.  

In the world, SMEs are a key player in the economy, and it contributes more than 99% of 

all employment provision in the economy, with 48.5% of this employment being 

contributed by the private sector. The survival of all companies, organisations and start-

ups in the US is estimated as five years or over, with more than one third estimated to 

survive for longer than 10 years in the market (OECD, 2017). 
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According to Jean, Chiou and Zou (2013), Qatar has developed entrepreneurship on its 

territory, with a total unemployment rate standing at 1.3%, as compared with Saudi 

Arabia at 11.5%. The high figures reported for Saudi Arabia are largely driven by 

dependence on oil production and low motivation for the entrepreneurial ventures on the 

part of its population. 

 

4.9 Entrepreneurship in Saudi Arabia  

In fact, Saudi Arabia is currently in the midst of profound socio-economic change in terms 

of its population boom, rapid urbanisation and a massive shift in a labour organisation. 

These changes must be considered in the context of current economic over-dependency 

on oil, which drives government policy. The General Authority of Statistics in Saudi 

Arabia (2015) found that the annual growth rate for non-oil goods and exports stood at 

17.99% in 2015, with the GDP contributed by these non-oil private sector undertakings 

amounting to 39.5%. Meanwhile, the unemployment rate in 2015 stood at around 11.5%. 

In addition, the youth segment constituted 37% of the population, meaning that large 

numbers of young people would be seeking jobs in the upcoming years. These figures 

clearly indicate what is necessary for stabilising the economy and creating an appropriate 

setting for future generations. However, to the present researcher’s knowledge, there have 

been no studies conducted on the reasons for business start-up failure in Saudi Arabia. 

Therefore, the current study will take a broader look at the barriers to starting up a 

business across the Saudi population. 

What becomes apparent from an initial investigation of entrepreneurship in Saudi Arabia 

is that programmes have indeed been launched to encourage Saudi youth to venture into 

this type of activity. The National Entrepreneurship Institute (NEI), for example, has 

endeavoured to empower Saudi youth by providing specialised education, knowledge, 

training and finance (Ortmans, 2014). The Council of Saudi Chambers of Commerce and 

Industry also encourages and conducts training courses, workshops, seminars and other 

educational activities to promote entrepreneurship; providing consultation services for 

existing and prospective entrepreneurs. More specifically, the Council runs programmes 

and courses focused on management, marketing and finance (Council of Saudi Chambers, 

2015).  

Miyajima, (2017) points out that the main problem among SMEs in Middle Eastern 

countries is credit. There is a demand for 300 billion USD and Saudi Arabia has fully 
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realised and filled this gap by putting in place the necessary structures, such as the Saudi 

Industrial Development Fund, schemes set up by the Saudi Credit and Savings Bank, and 

the Centennial Fund. Saudi Hollandi Bank is another entity that has liberalised its loan 

approval processes, adopted a corporate risk management approach, and improved access 

to credit, such as via the ‘Taqeem’ scheme (Linder, 2013). In 2008, the King Abdul-Aziz 

City for Sciences and Technology (KACST) launched the first incubation centre 

providing technical information on science and technology. This was followed by the 

Saudi Business Incubator Network, which aimed to take businesses to an international 

level. Thus, the steps taken by the Government to encourage entrepreneurship have been 

laudable.  

However, the 2010 GEM Report evaluated the level of entrepreneurial activity in SA at 

9% (low), even though the country scored highest for perceived opportunities in the 

MENA region (75.8%). As mentioned earlier, this is mainly attributed to the fear of 

failure in the minds of the Saudi people. A study by Al-Dosari (2013) also supports this, 

proving that the urban population, despite seeking high returns, has a low risk-bearing 

propensity. Moreover, even when starting a business, the paperwork required is daunting 

and investors tend not to want to place their trust in entrepreneurs. The focus of economic 

development in SA has therefore been more on large-scale sectors, with subsidies being 

offered to private sector companies that can support infrastructural development. This has 

resulted in a private sector environment with a low level of competition and limited 

numbers of new ventures. In fact, what must be tackled first are the market forces 

themselves. As a result, the establishment of new businesses and entrepreneurship did not 

receive due recognition or incentives during the initial period of growth, up until the 

Seventh Development Plan.  

 

4.9.1 Recent Developments in Saudi Entrepreneurship 

According to Ahmad (2012) entrepreneurship in Saudi Arabia has been slowly 

experiencing positive growth in recent years, although the country has experienced the 

lowest total entrepreneurial activity rate in the MENA region. However, Saudi Arabia 

leads the way in the Arab world overall, with regard to the recently enacted regulatory 

reforms concerning entrepreneurship, ranking 13 in the Doing Business Reports since 

2004. This is the result of a well-established institutional regulatory framework, with 

improved market systems and the enactment of new foreign investment law. The Saudi 
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government has also seized the opportunity and privatised public companies, thus 

encouraging investment in the country. Nevertheless, it still faces entrepreneurial 

difficulties and challenges, especially with regard to implementing contracts and labour 

issues within the regulatory system enforced.  

As Global Entrepreneurship Report in Saudi Arabia (2018) state, two-thirds of the Saudi 

population are made up of youth, however, 23.7% considered to start a business in 2017, 

while the percentage was 25.8% in 2016, by a decline around 2.2%. For Saudi Arabia to 

succeed in improving its entrepreneurship there is consequently a need to develop and 

diversify its business environment (Ahmad, 2012).  

The Saudi Arabian General Investment Agency (SAGIA) is the authority charged with 

the development and growth of investment in Saudi Arabia. By 2006, following its 

inception in 2004, SAGIA was able to enact legislation simplifying the process of 

business registration to 39 days at the Ministry of Commerce in 2006. Its main focus has 

been to develop and enhance entrepreneurship, while removing impediments to business. 

The following year, in 2007, start-up registration time was reduced again to 15 days from 

39 and the process was also automated to accelerate the business registration process, 

according to the World Bank’s (2016) flagship report.  

A study conducted by Doing Business Report (2018) indicates that the government’s 

economic reforms have reduced some of the bureaucracy to six procedures for forming a 

new company. The Saudi Ministry of Commerce has also reduced the cost of registration 

by 80%, with the time required to start a business sometimes taking as little as two days. 

Saudi Arabia has thus transformed its business environment for start-ups into an easy 

process, with the number of businesses being registered by the end of 2007 

correspondingly increasing by 81%, due to the simplified regulations. Packed together 

with other streamlined processes of government legislation for ownership and capital 

payment by business-owners, the entrepreneurial spirit has therefore been awakened in 

the country. 

 

4.9.2 Attitudes of Entrepreneurs with (SMEs) in Saudi Arabia 

Within the past seven years, Saudi Arabia has reached its lowest level of bank lending to 

SMEs and start-up companies (Ahmad, 2012; Miyajima, 2017). Naceur and Ghazouani 

(2007) mention that the effects of financial development on growth are weak in oil-
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exporting countries. For example, analyses of MENA countries, including Bahrain, 

Kuwait, Oman and Saudi Arabia, have failed to reveal any significant relationship 

between the development of the banking sector or stock market and economic growth. 

The abundance of the country’s oil resources has greatly hindered it from establishing 

diversified economic ventures, with innovation and productivity in the rest of the 

economy. Moreover, any ventures operating in the country tend to be family-owned. The 

resulting effect of this is a lack of enterprise driven by innovation and professionalism.  

Nevertheless, according to the General Authority of Statistic (2018), the unemployment 

rate is around 12.7%, unemployment is a key issue in the country, whereby it struggles to 

secure jobs for its nationals. The public sector employs most citizens, with the private 

sector substituting very little to sustain the economy. Moreover, entrepreneurial ventures 

in Saudi Arabia account for just 30% of the GDP and provide only 25% of the country’s 

jobs. This would increase if the business environment was more favourable for new 

ventures. However, the Saudi government is continuously increasing its support for 

business start-ups in the country. As education has been a key factor in this, the 

government has also invested in national research-oriented tertiary institutions in the 

country, so that innovation can boost the economy (Xiao, 2009; Binnui and Cowling, 

2018; World Bank- Doing Business Report, 2018). 

Conversely, the failure of the government to tackle the Saudi banking sector has left 

entrepreneurs constrained by their financial limitations, whereby expansion and 

sustainability in the competitive market becomes a problem. In such situations, 

entrepreneurs are unable to access loan facilities as a means of boosting their operations. 

According to Ahmad (2012) the Kafalah loan guarantee programme launched in Saudi 

Arabia guarantees funding of 80% of the capital required by new and existing ventures, 

but only for those with annual revenue of USD8 million. In addition, many entrepreneurs 

cannot obtain funding, because of stringent policies and regulations in the banking sector.  

The lack of diversification from being solely an oil-based economy, and Saudi Arabia’s 

consequent failure to encourage entrepreneurial ventures and activities, has left would-be 

entrepreneurs in the nation fearful of a restrained market. A shift in culture can only be 

enhanced through diversification, which would see the emergence of non-oil ventures in 

the country. According to Salem (2013), the Saudi government has been on ‘aggressive 

direction of pursuing movement toward a knowledge-based economy’, as it believes that 

incubators can enhance economic development in the country. Salem highlights the Saudi 

government’s university incubators which support entrepreneurs by providing their rich 
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technology, shared offices, database, workshops and free consultations to young, skilful 

entrepreneurs, to ensure sustainable creation of value. The Saudi government benefits 

from business incubators developing and nurturing an entrepreneurial spirit in the country 

through such programmes aiming at economic diversification, employment opportunities, 

and a reduction in new business failures. 

 

4.9.3 Government Regulations on Entrepreneurship  

According to a Doing Business Report (Doing Business, 2018) issued by the World Bank 

Group, Saudi ranked 141 out of 190 globally for ‘ease doing businesses. In addition, 

entrepreneurship has played a role in streamlining the business environment to ensure 

new business in the Kingdom. As the business sector pays very little in terms of ‘fees’, 

the environment is favourable for entrepreneurs; possessing a business-friendly 

regulatory framework that is conducive to setting up new entrepreneurial ventures. This 

has been further reinforced by the reduced time required for registering and implementing 

the necessary legislation. According to the World Bank, the total tax in Saudi Arabia 

amounts to just 14.5% of profit, while tax regulations merely impose light administrative 

burdens on entrepreneurs.  

To elaborate on the above, the whole process of starting up a business from start to finish 

now takes no longer than 12 days in Saudi Arabia, Labour tax, employment regulations 

and the cost of laying off workers are rated lowest among the G20 countries (World Bank, 

2016), while the World Economic Forum rates Saudi Arabia as the country where an 

innovative project or venture could most easily secure venture capital. Nevertheless, other 

aspects of its business environment can render it difficult for businesses to thrive as 

expected. Therefore, following Vision 2030, Saudi Arabia intends to promote more 

inclusion and enhance the national entrepreneurial spirit by streamlining its financial 

sector, while also ensuring access to venture capital financing for SMEs and new entrants 

into the market. Although this process is anticipated to take some time, the current 

situation remains a hindrance to entrepreneurship (World Bank Report, 2018).  
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Figure 4.1: Issuing a limited liability company in Saudi Arabia  

(Ministry of Commerce and Industry, 2016) 

 

4.10 The Main Obstacles to Entrepreneurship in Saudi Arabia  

Alshumaimri and Almohaimeed (2014) - Professor at King Saud University (KSU) and 

President of the King Salman Institute for Entrepreneurship, respectively - have ranked 

the main obstacles facing entrepreneurs in Saudi Arabia, whereby regulatory procedures 

head the list (see Table 4.1 below). Other obstacles include issues related to finance, law, 

education, training and a dearth of human capital. The impetus for the employment of the 

local population through the ‘Saudisation’ scheme launched in 1985 and ‘Nitaqat’ in 2011 

has provided safe shelters for job-seekers, thereby decreasing the need for self-

employment. However, socio-cultural factors may be cited in relation to entrepreneurship 

in Saudi Arabia, since Saudi society and culture generally revolve around the family 

network. The family therefore becomes the main decision-making entity, whose approval 

is required for entrepreneurial activity and ventures. Furthermore, business in Arab 

countries is generally based on trust, rather than legislation or regulations and it therefore 

involves the establishment of long-term relationships. It is consequently very challenging 

for young entrepreneurs to establish a relationship with an executive if they have just 

started out and have not yet gained a strong reputation (Ahmad, 2012).  

From the above discussion, it may be deduced that SA has been late waking up to the 

potential of entrepreneurship as a means of diversifying the national economy. However, 

the Kingdom has taken numerous steps forward in the form of programmes to encourage 

entrepreneurs, although it has not yet been able to completely eradicate the fear of failure 
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from the majority of the population. Nevertheless, it is widely accepted amongst many 

Saudi policy-makers that the nation needs to transform itself and diversify its economy 

over the coming decade, in order to be able to cope with rapid population growth. On 

April 25th, 2016, Saudi Arabia’s Vision 2020 was consequently announced, which 

involves preparing the Kingdom for an era without heavy reliance on oil. In addition, a 

National Transformation Plan was presented. This current study takes its cue from these 

initiatives intended to impact the Saudi economy by reducing the barriers to survival 

facing small business start-ups. 

Table 4.1: The obstacles faced by entrepreneurial projects in Saudi Arabia 

Factor Frequency Ranking 

Rules and regulations; procedural 
barriers 

3.4 First 

Regulatory and administrative 
barriers 

3.4 First 

Financial limitations and barriers 4.2 Third 

Legal and legislative barriers 4.4 Fourth 

Educational barriers 5.5 Fifth 

Lack of human resources 6.4 Sixth 

Source: Alshumaimri and Almohaimeed, 2014 

 

4.11 The Scope and Role of Saudi Entrepreneurship and SMEs 

The Saudi Chamber of Commerce (2015) estimates that ‘small’ enterprises (i.e. with 1-

19 employees) comprise 240,853 of the nation’s total business population: thus, 84.1% 

of all enterprises operating in Saudi Arabia. In contrast, ‘medium’ enterprises (with 20-

59 employees) number 17,520; comprising 5.9% of the total number of enterprises in SA 

(see Table 4.2 below). According to these definitions, 90% of all enterprises in the 

Kingdom may be described as SMEs. However, Saudi SMEs contribute a mere 14% of 

the nation’s industrial production and make up just 8% of the total value of industrial 

exports. Conversely, they consume approximately 35% of all industrial energy - 

according to the 10th Development Plan (Ministry of the Economy and Planning, 2015). 

Nevertheless, as Radwan and Al-Kibbi (2002) point out, the problem with all figures 
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related to Saudi SMEs is that they do not reveal how many enterprises actually survive or 

fold. At the moment, the Saudi authorities do not collect such data, which represents a 

serious flaw in government planning. The only available clues to SME failure rates are 

provided by the Ministry of Commerce figures.  

In terms of registration, however, the Saudi SME sector is slowly growing. According to 

AI-Kurdi (2002), five million workers were employed in this sector in 2002. By the late 

1980s and 1990s, the SME manufacturing and service sectors had started to have a 

tangible impact (ibid., p.4). In fact, as of 2002, SMEs were estimated as the largest 

division of ‘other products sectors’ (i.e. non-oil) in the Kingdom, according to the Saudi 

Chamber of Commerce and Industry (Otsuki, 2002). 93,000 new companies, with a total 

capital of SR 2.6 billion were registered by the Ministry of Commerce and Industry during 

2002 (SAGIA, 2005), raising the number of licenses granted to SMEs to around 95% of 

all new commercial registrations. In terms of geographic distribution, Riyadh, Jeddah and 

the Eastern Province account for nearly 75% of all SMEs registered in the Kingdom 

(Alshumaimri and Almohaimeed, 2014). 

 

Table 4.2: The size of micro-, small and medium enterprises (MSME) in Saudi 

Arabia. 

Enterprises Number of 
employees 

Volume of trade 
in Riyals 

Numbers Total 
percentage of 

enterprises 

Large 
Enterprises 

More than 250+ 
employees 

Over 200 million 2200 1% 

Medium 
Enterprises 

Less than 249 
employees 

Less than a 
million 200 

8200 3% 

Small 
Enterprises 

Less than 49 
employees 

Less than 40 
million 

24000 9% 

Micro-
enterprises 

Less than 5 
employees 

Less than 3 
million 

245000 87% 

Source: Ministry of Commerce, (2019). 
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4.12 Chambers of Commerce and SMEs 

An important and potentially more focused source of public SME support is the Council 

of Saudi Chambers of Commerce and Industry (CSCCI). Over the last five years, the 

Chambers in the major urban centres - Riyadh, Jeddah and the Eastern Province - have 

each established SME ‘Support Units’. These units provide some technical and financial 

consultation services to existing and prospective SMEs and all three-run free-of-charge 

workshops, seminars, lecture-programmes and courses, focused on management, 

marketing and finance. The CSCCI claims that the most important - and popular - 

programme that they offer is the ‘How to Start up a Small Enterprise’ course, which 

includes a series of lectures and workshops over several weeks. It is available to any Saudi 

national interested in starting a new business (Saudi Chambers of Commerce, 2015) and 

places special emphasis on business-planning, and on ways of accessing available public 

and private sources of finance. In addition, one-to-one consultancy services are available 

to both current and prospective SME-owners. In these sessions, business plans can be 

further developed, and basic financial questions answered. Reference materials are also 

made available within the Support Units, listing potential SME finance and investment 

opportunities. 

 

4.13 The Development of Business Incubators in Saudi Arabia 

In 2008, KACST established ‘Badir’, dedicated to information technology (IT) and the 

first business incubator in Saudi Arabia. In 2009, the Saudi business incubation network 

was developed and in 2010, KACST established the second incubator for production and 

advanced technology. The following year, Aramco created the first business incubator for 

women in Saudi Arabia, based on its provision for the Eastern Province (see Table 4.3 

below).  
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Table 4.3: Government programmes that support SMEs in financial and technical 

areas 

Programmes 
(Incubators) 

What they provide 

Badir The Badir technology incubator programme was set up by 
KACST in 2007. The term ‘Badir’ means ‘imitative’. It is a 
comprehensive national programme seeking to activate and 

develop incubators for technical work, so as to accelerate the 
growth of technology business start-ups in Saudi Arabia. 

The Riyadh 
Valley Company 

The Riyadh Valley Company is a strategic investor, focused 
on leveraging local capabilities and investing locally and 
globally in early-stage and growth businesses, in order to 

generate financial and strategic returns that will support the 
future of economic development. 

Makeen Makeen renders innovative projects successful by supporting 
them logistically and administratively, so as to establish a 
secure place for them in both the local and international 

markets. 

Waed (Aramco) The Aramco Center for Entrepreneurship and Small and 
Medium Enterprises contributes to the Saudi economy and 

creates jobs for citizens within specific sectors and industries. 

 

4.14 ‘Nitaqat’ as a Saudisation Solution to the High Unemployment Rate 

In 2011, ‘Nitaqat’ was launched to replace the previous Saudisation programme. Nitaqat, 

meaning ‘zones’ or ‘bands’, defines Saudisation targets for every firm in the private sector 

that hires more than 10 employees. Based on firms’ performance, it classifies them 

according to a colour scheme: non-compliant companies are indicated as red or yellow, 

compliant companies are ‘green’, and outperforming companies are highlighted as 

‘platinum’. Nitaqat differs from the previous Saudisation programme in a few important 

ways. First, it is easier for the government to monitor.  Data on the number of Saudi and 

foreign workers employed by a company are collected on an ongoing basis from the 

government’s integrated social insurance and visa records. Second, Nitaqat was designed 

to set achievable targets. Data on the number of Saudi and foreign workers employed by 

a company are collected on an ongoing basis from the government’s integrated social 

insurance and visa records. Second, Nitaqat was designed to set achievable targets. The 

programme distinguishes between over 50 types of business and five different sizes of 

companies; setting quotas for each segment on the basis of Saudisation levels already 



 

79 | P a g e  

 

achieved by firms within that segment. For example, for a company with 10-49 

employees, Saudisation requirements can range from 5-24%.  

Unlike previous efforts, Nitaqat has real teeth. Firms in the red band are effectively 

prevented from expanding, due to limitations on renewing or issuing additional visas to 

foreign workers. Looser restrictions are in place for those in the yellow band, while those 

in the platinum band are rewarded with access to expedited government services, such as 

faster visa processing or grace periods 

 

4.14.1 Non-native Labour, 'Saudisation' and 'Insourcing' 

Increasingly urgent employment pressures explain why the Saudi government lays so 

much emphasis on its ‘Saudisation’ policy, adopted since the Fourth Development Plan 

(1985-1990) and still being implemented. Saudisation is a ‘dual policy’ to replace foreign 

nationals with natives in the labour market and reduce the country’s reliance on foreign-

based enterprises for the provision of materials and technologies used in the giant utilities 

industries. To date, the policy has been largely implemented via employment quotas to 

achieve four primary goals:  

1. Increasing employment for Saudi nationals across all sectors of the national 
economy. 

2. Reducing over-reliance on foreign workers. 

3. Repatriating and reinvesting income, which would otherwise have left the Kingdom 
in remittances to the home countries of foreign workers. 

4. Stimulating economic growth by encouraging native businesses to provide raw 
materials. 
 
 

4.15 The Role of the Environment in Supporting Saudi Entrepreneurship and SMEs 

The SME sector suffers due to an absence of government protection from surrounding 

conditions and still needs further organisation and support. This is because enterprises 

work under it on two sides: The Ministry of Country and Village Affairs, which grants 

licenses and follows the activities of retailers, and the Ministry of Trade, responsible for 

issuing business licenses to all commercial and service enterprises and for registering 

businesses in commercial booklet systems. In addition, there are over 19 governmental 

and private authorities, all of which have close and effective relations with SMEs, such 
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as the Ministries of Labour, Health, Communications and Education, together with the 

Industrial and Commercial Chambers (Alsulamy, 2005). 

 

Table 4.4: Banks and government funding programmes supporting SMEs in Saudi 

Arabia  

Programmes What they provide 

The Saudi Social 
Development Bank 

Funding for SMEs with a set budget (through Riyadh Institute 
acceptance) 

The Agricultural 
Development Fund 

Finance for various areas of agricultural activity through 
loans, funded by the government and established in 1382 

A.H. (1962). 

The Social Charity 
Fund 

Services, loans and advice for the underprivileged and for 
small investment projects within the Kingdom, through a 

social institution established in 1423 A.H. (2002). 

The Centennial Fund Support for Saudi youth in launching SME projects through 
an independent non-profit foundation established in 1425 

A.H. (2004). 

The Saudi Industrial 
Development Fund 

Financial support to encourage industrial development 

Tawteen Saudisation 
Programmes 

Support for local employees across Saudi Arabia 

The Technical and 
Vocational Training  

Corporation 

Support for SME projects by providing educational and 
training programmes for the youth of both genders 

King Salam Institute 
for 

Entrepreneurship at 
King Saud 
University 

A comprehensive system, including education, training, 
consultation, research and networks, established by King 

Saud University to improve the entrepreneurial and 
knowledge economy. 

Source: Human Resources Development Fund, 2015 
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Table 4.5: Private funding enterprises in Saudi Arabia 

Programmes Description 

Commercial 

Banks 

Short-term financial support for the working capital of SMEs 

Abdullatif  

Jameel 

This programme seeks to serve the community through support for 

Saudi youth in the form of finance, training and the rehabilitation of 

various professions, along with ownership of taxis, car transfer 

programmes, and productive family programmes 

Revolving 

Loans Fund 

Established in 2003 to provide small loans for women interested in 

launching small-scale projects 

Prince Sultan  

for Women 

Established in the Eastern Region to financially support female 

entrepreneurs and incubate their projects 

Source: Alshumaimri, and Almohaimeed, (2014). 

 

Figure 4.2: The Financing Structure for Entrepreneurs and SMEs in Saudi Arabia 

(Adopted from Alfaadhel, 2010). 
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4.15.1 The Saudi Industrial Development Fund (SIDF) 

The Saudi Industrial Development Fund (SIDF), also known as ‘Kafalah’ (guarantee), 

was established in 2006 to address the problem of the Kingdom’s shrinking market and 

to subsequently facilitate the suitable financing of small companies, achieved by reducing 

credit risk. The programme was established with a capital of SR200 million ($53 million); 

SR100 million to be paid by the Ministry of Finance, and the remainder to be provided 

by 10 local banks, according to their respective shares. As a result, this programme has 

been financed by three different sources:  

• The government, represented by the Ministry of Finance and the Saudi Industrial 

Development Fund (SIDF) 

• The Saudi commercial banks  

• The SMEs themselves. 

The above programme depends on a financing mechanism, whereby it finances 

approximately 75% of the financial value as an exchange for mortgaging a firm’s 

property, plus any additional property. 

 

4.15.2 The Saudi Credit and Savings Bank 

The Saudi Credit and Savings Bank is government-owned and has a budget of SR6 billion 

($1.65 billion) to support development projects by offering loans to finance their work. 

The value of a loan is determined in accordance with the cost of the project, to a maximum 

of SR300, 000 ($80,000). 

 

4.15.3 The National Entrepreneurship Institute (NEI) 

Riyadh’s National Entrepreneurship Institute (NEI) is an organised national independent 

non-profit institution, initiated by the Ministry of Petroleum and the Technological and 

Vocational Training Corporation. From its establishment until the first quarter of 2016, it 

supported 6266 projects via a programme entitled ‘Masarat’, meaning ’paths’. The 

founders of Masarat were both private and government organisms, including Saudi 

Aramco, the Saudi Telecom Company (STC), Sabic and Alinma Bank (private sector), 

and the Technological and Vocational Training Corporation and Saudi Credit and Savings 

Bank (government sector) (http://www.tvtc.gov.sa/English/Pages/default.aspx). 

http://www.tvtc.gov.sa/English/Pages/default.aspx
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4.15.4 The Centennial Fund 

The Centennial Fund is a Saudi non-profit organisation, established in July 2004 by Royal 

Charter to help young Saudis achieve financial independence through support for starting 

a business. The foundation of the Centennial Fund is the concept of ensuring appropriate 

and adequate assistance for the youth of both genders in establishing a new enterprise. In 

this way, the aim was to translate ideas generated amongst Saudi youth into real projects; 

minimising the level of risk and accordingly enhancing opportunities for success. This is 

important because such projects are usually beset by risk and their failure rate is very high 

internationally, if they are unsupported and unassisted. 

 

4.15.5 Business Centre of the Technological and Vocational Training Corporation 

(TVTC) 

The Business Centre of the Technological and Vocational Training Corporation (TVTC) 

was established in 2006 and has the objective of supporting small technical projects by 

providing training and advice services for entrepreneurs. It also has special arrangements 

with the Saudi Credit Bank regarding interest-free loans for projects, where entrepreneurs 

have successfully completed courses designed to develop a level of entrepreneurial 

management and technical skill in the efficient operation of a business. 

 

4.16 SWOT Analysis for Saudi Arabia 

SWOT is an acronym of strengths, weaknesses, opportunities, and threats. It is a tool used 

by organisations when they evaluate the components that potentially or actually affect 

their performance in the market. Nowadays, SWOT analysis has extended beyond 

organisations to countries, mostly developing countries and national industries, helping 

them to view the whole picture.   
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4.16.1 Strengths  

1. The Saudi government makes resources available to support SMEs. 

2. The Saudi government has also provided tax relief for start-ups. 

3. The economic prospects of SMEs in Saudi Arabia face an upward trend, signifying 

a promising future in the sector. 

4.  Saudi Arabia has a good education system and one of the biggest scholarship 

programs in the world which can produce skilled employees. 

5.  A new SME authority was established during the latter part of 2016 to provide 

appropriate governance for this sector. 

 

4.16.2 Weaknesses 

1. Market-profiling and record-keeping are relatively poor in Saudi Arabia, leading to 

unreliable information. 

2. The Saudi education system has not done enough to raise awareness or emphasise 

the importance of entrepreneurship, nor the outcomes meet the market needs. 

3. There are few or no existing role models for entrepreneurs in the Saudi context and 

even those that are available are characterised by inadequate management skills. 

4. Numerous regulations affect the ease of business start-up and operation in Saudi 

Arabia, such as difficulties in acquiring business licenses. 

5. High loan interest rates are imposed by Saudi financial institutions and high 

collateral securities are required, which may be challenging for start-ups 

6. There is a lack of infrastructure to support information conveyance and exposure in 

Saudi Arabia. 

7. There is insufficient support for creativity and innovation in the Kingdom. 

8. The above-mentioned lack of support includes poor Internet infrastructure for the 

retrieval of business knowledge and networks. 

9. Saudi Arabia has a shortage of skilled labour. 

 

4.16.3 Opportunities  

1. There is a high propensity for job creation through SMEs. 

2. There are notable moves towards procedures that will foster ease of conducting 

business in Saudi Arabia. 
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3. There are moves to encourage self-employment and entrepreneurship in the 

Kingdom, as opposed to formal employment. 

4. IT systems fuelled by the progress of SMEs in other countries have a positive 

impact on Saudi Arabia’s own SME sector. 

 
 

4.16.4 Threats 

1. Immense competition from local industries. 

2. Business rivalry from international industries. 

3. Availability of skills that do not reflect market needs. 

4. Lack of proper training for already qualified personnel. 

5. Increasing loan rates, which may hinder loan acquisition.  

 

4.17 Previous Studies 

The following is a brief overview of previous studies in concordance with the current 

study, on the role of small businesses/SMEs as contributors to economic growth in Saudi 

Arabia. 

 

4.17.1 Saudi Studies 

Despite the fact that only a few studies have investigated entrepreneurship in Saudi 

Arabia, some research has focused on the success factors of SMEs in the relevant context 

(Al-Faadalh, 2010; Alotibi, 2014; Alsaleh, 2016). The majority of this research has 

narrowly focused on female entrepreneurship in Saudi Arabia as a gender issue (Sadi and 

Alghazali, 2010; Syed, 2011; Eraqi, 2012; Danish and Smith, 2012; Alessa, 2013; Nieva, 

2015), while (Alsheikh, 2009, Aldossari, 2013, Khan, 2013 and Alsakran, 2014 and 

Algarni, 2016) have examined government policy and economic development in the 

relevant context. It should be pointed out that the present study differs from previous 

work in the sense that it takes a broader look at the start-up population. It, therefore, 

investigates the difficulties and challenges facing start-up entrepreneurs, but without 

considering gender. The same methodology is applied here, namely collecting 

information from entrepreneurs, whether through in-depth interviews, questionnaires, or 

both. 
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The findings from previous studies provide some clues to the kind of responses likely to 

be gathered in the present research, such as the importance of technology; the 

liberalisation of the economy (Balunywa, 2009); innovation and creativity (Alsheikh, 

2010); the importance of knowledge, cooperation and support for SMEs (Alsheikh, 

2009); the importance of training for business-planning (Alfaadhel, 2010), and the 

necessity for good governmental policy to improve the performance SMEs and boost the 

economy (Aldossari, 2013). Since this study will mainly be concerned with the barriers 

to the survival of small entrepreneurial businesses, future entrepreneurship trends will 

also be considered in the light of the Saudi Transformation Plan, ‘Vision 2030’, where 

information from this study will be collected from entrepreneurs with SMEs and 

economic experts. 

 

4.18 Summary 

In this chapter, an overview of SMEs in Saudi Arabia has been provided, focusing on 

small businesses. Both governmental and non-governmental support for these firms was 

consequently explored. The Saudi vision 2030 and its themes have been discussed. Based 

on the literature reviewed, there is currently limited information on moves by the Saudi 

government to promote start-ups in the country. Although some significant steps have 

been made towards ensuring a good operating environment, the literature on start-ups and 

the actual challenges faced in the context is minimal. The next chapter is the conceptual 

framework of this current study, will be discussed in details.   
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Chapter 5: Conceptual Framework of the Study 

“The greatest glory in living lies not in never falling, but in rising every time we fall.” 

-Nelson Mandela- 

5.1 Introduction 

In this chapter, the researcher will discuss the most significant factors affecting small 

business start-ups in Saudi Arabia, after reviewing the Theoretical Literature and 

environmental factors. The personal/entrepreneurial factors relate to the business owner 

(the entrepreneur), while the enterprise factor (internal factor) relates to the business 

itself, such as a lack of market research or a weak business plan. The environmental factor 

is further divided into four categories: political factors, such as the cost of compliance, or 

legislation and law; economic factors, such as economic recession, or a drop in oil prices, 

and socio-cultural factors, such as customs, traditions and social restrictions. Finally, 

there are the infrastructural factors, such as a poor education system, lack of agency 

support and level of bureaucracy. Illustrated below is the study’s conceptual framework. 

Theoretical framework 

In order to achieve efficient economic growth in a country, business discontinuation is a 

crucial element of the economic dynamic. It has been recognised that small enterprises 

are the main motivator for economic growth, yet, it face several challenges (Bolton 

Report, 1971; Westhead, Storey and Cowling, 1993; Storey, 1994; Lussier, 1995; 

Westhead and Storey, 1996; Watson, Hogarth‐Scott and Wilson, 1998; Mazzarol et al., 

1999; Cowling, 2006; Cressy,2006; Xiao, 2007; Ooghe and Prijker, 2007; Cowling, 2008; 

Davidsson, Achtenhagen and Naldi, 2010;  Alfaadhel, 2010; Wennberg, Wiklund, 

DeTinne, and Cardon, 2010; Cardon, Stevens and Potter, 2011; Ahmad, 2012; Khan, 

2013; Hyder and Lussier, 2015; Alsaleh, 2016; Amoah, 2016; Jenkins and Mckelvie, 

2016). This research follows a theoretical framework to explore start-up small business 

failure factors. Since there are an overwhelming number of factors described in the 

literature that may directly or indirectly bring about the failure of small business start-

ups, a number of global studies were reviewed to build a broad picture and the outcomes 

of this examination are presented below. In the current study 48 barriers factor has been 

investigated. 
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Figure 5.1: Conceptual framework (Individual, Enterprise, and Environment factors) 
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5.2 Individual Factors 

Individual (personal/ entrepreneurial) characteristics play an essential role in business 

survival. Islam et al. (2011) refer to personal characteristics as being grouped by age, 

gender, work experience and educational level, while (Gartner, 1985) highlighted 

entrepreneurial characteristics being classified by motivation, skills, creativity and risk-

taking, given that they play a major role in business survival.  

The majority of studies on business failure have focused on the businesses themselves, 

rather than on the business-owners. This is despite the fact that entrepreneurs and the 

factors associated with them are crucial to the entrepreneurial process. The cases that have 

attracted most attention amongst researchers are the causes of business failure, predicting 

patterns of failure, and strategies for dealing with weak businesses; while the events 

occurring amongst companies and their owners (entrepreneurs) have been neglected 

(Stokes and Blackburn 2002). However, Platt and Platt (1994) note that there are many 

unsuccessful small business-owners who refuse to admit that their businesses have failed 

as a result of their own errors; instead, they cite a lack of capital, even if the reality is 

rather that their business capital has been inefficiently managed. 

 

5.2.1 Factors Relating to Personal Characteristics 

Several studies mention that demographic characteristics, such as gender, age, 

educational level, previous experience, dedicated hours, and the availability of capital, 

have an impact on the life of a business start-up (Westhead, Storey and Cowling, 1993; 

Kolvereid, 1996; Mazzarol et al., 1999; Cowling, 2000; Xiao, 2007; Cowling, 2010; 

Cowling and Matthews, 2017). However, gender can be a positive factor of business 

success, whereby studies carried out by Cowling (2008) and Bosma et al. (2004) have 

found a positive effect of gender in European countries, especially the UK. Other causes 

of failure may be associated with a lack of experience, education or training on the part 

of the entrepreneur, a lack of funds or problems with raising capital, and overconfidence 

(Perry, 2001; Melicher and Hearth, 1998).   An empirical study conducted by (Xiao, 2007) 

in China highlighted that 97% of start-ups relied on their personal capital ex; (saving and 

borrowing from family and friends). 
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5.2.2 Factors Relating to Entrepreneurial Characteristics  

Many studies mention entrepreneurial characteristics as factors of failure amongst small 

businesses; for example, Melicher and Hearth (1988) state that: 

…entrepreneurs who either have failed or have killed their capital are a 

reflection of their mistakes of strategic decision, lack of experience, lack of 

training, capital difficulties, over-ambition and variety of other reasons. 

Entrepreneurial factors include motivation, skills, ambition and risk tolerance (Storey and 

Greene, 2010). Moreover, the need or desire for independence has been found to be one 

of the strongest motivations for starting a business (Boswell, 1973). According to 

Schumpeter (1934), the characteristics of a potential start-up founder will determine the 

eventual success or failure of the business. This potential will consist of education and 

experience, the founding team, and the amount and type of human capital available. 

Researchers have used entrepreneurial characteristics as the decisive factor in predicting 

business success or failure. Many agree that human capital is an important driver for the 

survival of a young firm and subsequently, for improving its economic performance (Xiao 

Larson and North, 2013). 

Feelings are a significant factor of starting a business, in that entrepreneurs often start 

businesses because they are bored or dissatisfied with their previous jobs (Gill, 1985), or 

else they are unemployed and therefore pushed to starting up a business (Cowling and 

Bygrave, 2003). In addition, negative family influences can affect business management, 

leading to either success or failure. This will include the factor of motivation, which is 

the foundation of managing a start-up (Berryman, 1983; Gaskill, Van Auken and 

Manning, 1993; Baldwin et al., 2000; Kazooba, 2006; Ooghe and De Prijcker, 2008). Ray 

(1993) stated that there is no ideal-type of personality set that guarantee success for start-

ups. 

 

5.3 The Enterprise Factor (Internal Factors) 

Internal factors include persistent negative cash flow, a declining market share due to 

declining sales, declining profits, uncompetitive products or services, a decline in 

working capital, a deterioration in physical facilities, and mismanagement (Gartner, 1985; 

Storey, 1994; Ooghe and Prijker, 2007; Cardon, Stevens, and Potter, 2011; Burns, 2017; 

Daskalakis, Balios, and Dalla, 2017).  Empirical studies on business failure have 
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examined the role of various characteristics of firms to explain business failure. Many 

aspects of poor management are reported to be connected with a number of related issues, 

such as poor financial circumstances, inadequate accounting records, limited access to 

necessary information, and a lack of good managerial advice (Cromie, 1991; Gaskill, Van 

Auken and Manning, 1993; Storey, 1994).   

Location is a further key factor in the survival of a business, especially a small business 

(Wendt, 1972; Gartner, 1985; Storey, 1994; Xiao, 2007).  In retail, location is particularly 

important for its decisive effect on success or failure, as the marketing theme ‘location, 

location, location!’ highlights. However, Watson and Everett (1996) having conducted a 

study in Australia, cites the most common reason for businesses to fail as management 

inefficiency. 

The chances of a business surviving are therefore held to be largely due to strategy and 

location (Stearn et al., 1995). The above authors found that firms located far from urban 

areas had better chances of survival, while Birley and Westhead (1990) found the opposite 

to be true; in a study where, small firms located in a prestigious and affluent area of the 

South of England proved to be far more successful than those operating in other areas. It 

should also be borne in mind, however, that dependence upon a limited range of 

customers can be a major factor in the failure of a business to survive (Storey, 1994).  

According to Alam et al. (2011) one of the major indicators of business failure is the 

financial factor, which can reflect regional differences in the availability of sources of 

finance. Other internal factors of direct business consist of customers, competitors and 

inefficient management (Storey and Greene, 2010). 

 

5.4 The Environmental Factor (External Factors) 

Environmental factors constitute a systematic risk, referred to as ‘undiversifiable risk’ 

and this can represent an indirect factor of small business failure, such as a lack of 

available economic resources (Gartner, 1985; Everett and Watson, 1998; Ooghe and De 

Prijcker, 2008; Liao et al., 2009; Bosma et al., 2009; Wu, 2010), unsuitable economic 

conditions (Burns, 2001; Liao, 2004; Ooghe and De Prijcker, 2008), and inadequate 

policies at public institutions (FEE, 2004; Oparanma et al., 2010).  

Fredland and Morris (1976, p. 8) explained internal and external factors by the ability to 

control, they defined it: 
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The issue of causation is clarified somewhat by classifying causes as endogenous 

(internal to the firm and presumably within its control) and exogenous (external 

to the firm and beyond its control). 

These are all factors that can lead to the failure of a start-up. Poor economic circumstances 

and infrastructure are also amongst the conditions that contribute to business failure, 

according to Oparanma et al. (2010).  Other factors leading to the collapse of start-ups 

are an absence of support from public institutions, in addition to inadequate rules and 

excessive regulations. These include political, economic, socio-cultural and 

infrastructural characteristics. 

 

5.4.1 Economic  

Economic recession, either at local or national level, is an unpredictable event, as is a 

sudden decline in a specific field of business activity, which can also lead to the 

insolvency of a business. For example, the entry of foreign investors into a developing 

market can affect the survival of small businesses, due to a lack of customers and high 

prices. It can then become difficult to obtain financial support at the start-up stage (Jean, 

Chiou and Zou, 2013).  For instance, considering the problems faced by SMEs in Hong 

Kong, Moy and Luk (2003) found that the growth of these companies was affected by a 

shortage of capital. Another factor that negatively affected their success was struggling 

to compete with high levels of market competition.  

 

5.4.2 Socio-cultural 

Each country has its uniqueness, whether socially or culturally. It will therefore differ 

from one country to another how culture impacts a small business. Usually, in developing 

countries such as Saudi Arabia, culture plays a major role in promoting small businesses 

and it is covered by Islamic sharia 1law. Numerous studies, such as one undertaken by 

Westhead, Storey and Cowling (1993) mention that the absence of social networking can 

lead to business failure in a developing country. In contrast, strong networking can ensure 

the survival of a small start-up in the developing world. However, customs and traditions, 

                                                 
1 Sharia law: an Islamic law/religious law, derived from the Quran and the Hadith. 
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social restrictions, and business reputation are also found to affect small start-ups (FEE, 

2004). 

 

5.4.3 Political 

Government regulations in most countries and business environments have been 

underlined as major contributors to the growth of start-ups. Lee at al. (2014) deduced that 

transparent government legislation, friendly taxation rules and friendly financial 

regulations motivate entrepreneurial growth. Conversely, poor legislation and law, the 

cost of compliance, insufficient government support and restrictions on imports and 

exports will result in reduced entrepreneurial growth. According to Jean, Chiou and Zou 

(2013), major barriers to the survival and development of businesses and projects include 

a lack of institutional support, coupled with inadequate government legislation. This can 

choke a business with excessive regulations, making progress difficult or even leading to 

failure. While some organisations may be able to survive a constrained environment, 

constrained liquidity is the most depressing aspect for any entrepreneurial venture 

(Huggett, 2013). 

 

5.4.4 Infrastructural 

Gavron, Cowling, Holtham and Westall (1998: p55) mentions that creating an 

entrepreneurial culture requires the support of the government or an agency: 

Creating an entrepreneurial culture involves introducing commercial skills 

into the education system and talking in-built prejudices and other barriers to 

starting up. It calls for a more imaginative approach to policy implementation, 

designed to encourage people to consider setting up a business as a viable 

career option, and to make prospective entrepreneurs as well informed as 

possible about the pros and cons. 

Infrastructural endowment and utility facilities, such as a water and electricity supply 

have motivated the entrance of new business ventures (Storey, 2016). Meanwhile, high 

levels of bureaucracy, difficulties in accessing technology, a lack of information, a lack 

of skilled labour, and a weak education system constitute further infrastructural barriers 

(Laitinen, 2016).  
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5.5 The Main Variables Chosen in this Study 

Based on the previous discussion and the review of the literature, it could be stated that it 

is a combination of the personality traits of the owner-entrepreneur (individual), internal 

(enterprise) factors and external (environmental) factors, which leads to failure 

(Berryman, 1983; Gartner, 1985; Timmons, 1990; Storey, 1994; Lussier, 1995; Cowling, 

1998; Burns, 2007; Cowling, 2008; Storey and Greene, 2010). The following Table 

summarises these factors, illustrating the most important barriers to the survival of a start-

up, based on a review of the literature. 

Table 5.1: The main influences on a business start-up 

Personal 
Characteristics 

Entrepreneurial 
Factors 

Enterprise (Business) 
Factors 

External (Environmental) 
Factors 

Gender Lack of motivation Bad location Economic perspective 

Age Lack of skills Marketing and 
research 

Economic recession 

Educational level Lack of interest Weak business plan Drop in oil prices 

Number of 
dedicated hours 

Maintain in control Management 
deficiency 

Entry of foreign investors 

Experience and 
background 

Lack of need for 
achievement 

Customer issues Strict market conditions 

Availability of 
capital (finance) 

Lack of creativity Supplier issues High local competition 

 Risk tolerance Quality of 
product/services 

Difficulty to find labour 

 Negative influence 
of the family 

Problem of 
partnership/teamwork 

Lack of financial support from 
banks and financial institutions 

 

  Lack of financial 
control 

Socio-cultural perspective 

  Lack of technology Lack of social network 

   Lack of supportive national 
cultural 

   Custom and traditions 

Social restrictions 

   No reputation for the business 
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   Political perspective 

   Saudi legislation and laws 

   Cost of compliance 

   Inadequate government plans 

   Insufficient government support 

   Restrictions on imports and 
exports 

 

   Infrastructural perspective 

   High level of bureaucracy 

   Difficulties in accessing 
technology 

   Lack of information 

   Lack of awareness of national 
systems and rules 

   Lack of skilled labour 

   Poor education system 

   Lack of agency support 

 

5.6 Summary 

In an environment that has not yet fully developed, the mechanisms for promoting 

entrepreneurship in countries like Saudi Arabia will mean that start-ups face special 

challenges to their survival and success. However, armed with appropriate knowledge, 

the Saudi government, for example, will be able to outline strategies to promote a more 

business-friendly environment. The critical and realistic approach adopted in this study 

consists of a framework for data collection and analysis, leading to a more concrete 

conclusion and recommendations. 

The next chapter discusses in details the research methodology used to collect the primary 

data. 
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Chapter 6: The Research Methodology 

6.1 Introduction 

The previous chapters of this thesis describe the research problem, objectives and 

questions, in addition to the entrepreneurship literature. They also discussed the factors 

related to its failure. The main objective of this current section is now to explain the 

research methodology adopted to answer the research questions. After reviewing the 

research methods utilised in past research on entrepreneurship, it was decided to use a 

sample of Saudi entrepreneurs, implementing a mixed methods research design. To be 

more precise, this would involve sequential mixed methods, with quantitative analysis in 

the first phase and qualitative analysis in the second. It was identified as the most suitable 

design for the present research in the current chapter. The current chapter therefore 

describes the tools and procedures used in both the above-mentioned phases.  

 

6.2 Research Paradigms 

In social science research, specific beliefs, philosophies or paradigms determine how 

studies are carried out. As stated by Bryman and Bell (2011, p.24), a paradigm is: 

A cluster of beliefs and dictates which for scientists in a discipline influence what 

should be studied, how research should be done, and how results should be 

interpreted.  

Veal (2005) clarifies that two types of research paradigm exist: positivist and 

interpretivist. The main objective of the positivist paradigm is to explore universal laws, 

which can be utilised to anticipate human actions (Cavana, Delahaye and Sekaran, 2001). 

Since this approach centres on the objective scientific perspective, it is often related to 

quantitative research methods, which depend on the researcher’s ability to collect 

empirical evidence of the subject being examined and to analyse it in response to the 

research question or questions (Veal, 2005; Bryman and Bell, 2011). Deductive reasoning 

is most commonly applied in the positivist approach. This kind of reasoning starts with a 

theory determining the research propositions and questions, and then utilises empirical 

proof to examine the hypothesis and answer the questions (Cavana, Delahaye and 

Sekaran, 2001; Bryman and Bell, 2011). 
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In contrast, the interpretivist approach rejects the notion that humans and their behaviour 

can be examined using the same approach as for non-human phenomena. This paradigm 

considers that the world is subjective and constructed from a social point of view (Veal, 

2005). The interpretivist approach is therefore linked to qualitative methods; for instance, 

focus groups, interviews and observations, in order to explore and understand a social 

event, such as behaviour or an attitude (Malterud, 2001; Dawson, 2002).  Therefore, the 

findings obtained using this approach rely strongly on the researcher’s capacity to gather 

and process qualitative information and data (Cavana, Delahaye and Sekaran, 2001; Veal, 

2005). Additionally, the interpretivist approach relies on inductive reasoning, whereby 

certain tools and measures are utilized to formulate propositions or hypotheses (Cavana, 

Delahaye and Sekaran, 2001; Veal, 2005; Bryman and Bell, 2011). Hence, non-

quantitative information is the main data collected, since this paradigm favours meaning 

over the frequency approach (Cavana, Delahaye and Sekaran, 2001). 

The current research is positivism in nature, and due to the limitations and weaknesses of 

each approach for exploring the subject, the research have used mixed method to mitigate 

the weakness and to triangulate the findings. In that it begins with theoretical framework 

to determine the research question and then endeavours to explore the results of a social 

event.  

 

6.3 Research Strategy 

In general, there are two main research strategies presenting researchers with the sound 

methods and instruments required to collect and analyse data, namely the quantitative and 

qualitative research approaches (Bryman and Bell, 2011). In the following section, both 

strategies are explained, in addition to their weaknesses and strengths. 

 

6.3.1 Quantitative Research 

As previously noted, quantitative research is mainly tied to the positivist approach. It is 

commonly undertaken in social research, because of its ability to generate objective and 

valid data from a statistical perspective, using numerical measures. Moreover, 

quantitative research methods enable researchers to examine extensive units of analysis 

(Cavana, Delahaye and Sekaran, 2001; Hill and Wright, 2001; Veal, 2005).  Studies that 

employ quantitative methods depend on a sample derived from a defined population, 
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which is then analysed statistically. The resulting findings can subsequently be 

generalised to the whole population (Veal, 2005). According to Peterson (2004), the 

predominance of quantitative methods gives an indication that these methods can be 

applied to all social subjects of interest to researchers.  

Nevertheless, quantitative research methods have attracted a certain amount of criticism 

over the past 20 years. For instance, Silverman (2005) argues that quantitative research 

ignores the processes and concentrates more on measuring and analysing causal 

relationships. Meanwhile, according to Bryman and Bell (2011), this approach neglects 

the difference between studying humans and natural science research. Besides, another 

question that is always raised in this regard is the reliability and validity of the measures 

implemented. The concept of measurement in quantitative methods relies on hypothesis 

rather than real cases and events, which implies less precision and accuracy (Bryman and 

Bell, 2011). Moreover, non-qualitative methods, like questionnaires, whether distributed 

in person or over the telephone, limit the scope of the responses. Consequently, such a 

method might not be helpful for obtaining a full and rich description of the subject being 

studied, since it focusses on generalising the results to a wider population (Denzin and 

Lincoln, 2008). Further disadvantages of quantitative research involving questionnaires, 

according to Daniels and Cannice (2004), include the fact that the response rate in 

interviews is much higher than in questionnaires.  This can be further compounded by the 

unreliability of services in the case of surveys conducted by post. 

 

6.3.2 Qualitative Research 

When considering studying behaviours, qualitative research methods could be considered 

as more suitable than quantitative research methods, since they can help yield full and 

comprehensive understanding and better explanations (Veal, 2005). Amongst the 

advantages of qualitative research is the fact that it offers a comprehensive and deep 

understanding of the subject being examined (Miles and Huberman, 1994). Indeed, this 

helps researchers obtain a rich description of the participant’s attitudes and behaviours 

(Veal, 2005). According to Marschan-Piekkari and Welch (2004), such an approach 

concerns processes rather than the representativeness of the sample. Methods like 

interviews, focus groups and observations thus provide an opportunity to look more 

closely at the subject being studied. Moreover, the resulting close proximity of the 

researcher to the participants enhances the credibility of the information gathered 
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(Creswell and Miller, 2000). Ultimately, it enables the researcher to gain a rich 

understanding of the social event being examined (Miles and Huberman, 1994; Denzin 

and Lincoln, 2008). 

Conversely, the disadvantages of non-quantitative research methods can be related to two 

main factors; the first is that the researcher is also the data collector, which implies that 

the results may be subject to bias and subjectivity (Cavana, Delahaye and Sekaran, 2001; 

Bryman and Bell, 2011).  The second factor is that the selection of the sample is not based 

on statistical sampling techniques, which implies that the sample fails to take into account 

the concept of representativeness. Consequently, it is hard to propose that the results can 

be generalised to wider populations (Veal, 2005; Bryman and Bell, 2011). 

 

6.4 Research on Entrepreneurship and SMEs 

Entrepreneurship research, especially in relation to SMEs, has flourished over the last 

four decades, because of the increasing importance of SMEs at both national and 

universal levels (Grant and Perren, 2002). Although both quantitative and non-

quantitative methods are applied in entrepreneurship research, the clear majority of 

previous studies in this area were carried out using empirical data and quantitative 

methods (Hill and Wright, 2001). Equally, questionnaires are the most frequently 

employed quantitative approach in the field of entrepreneurship (Lyon, Lumpkin and 

Dess, 2000). The dominance of quantitative research in entrepreneurship has also been 

confirmed by Gartner and Birley (2002) and addressed by Chandler and Lyon (2001), 

who investigated various methodologies applied in studies published in journals such as 

Entrepreneurship Theory and Practice, The Journal of Business Venturing and The 

Strategic Management Journal from 1989 to 1999. The above authors concluded that less 

than 20% of these studies were qualitatively based. Similarly, Lyon, Lumpkin and Dess 

(2000) claim that most of the studies in entrepreneurship literature are conducted using a 

quantitative approach, with surveys as the main tool. 

As mentioned earlier, quantitative methods have been subject to criticism, especially 

when applied in the field of entrepreneurship. For instance, Hill and Wright (2001) and 

Kodithuwakku and Rosa (2002) claim that quantitative methods are unsuitable for 

explaining the entrepreneurial process of starting and operating an enterprise. Moreover, 

Gartner and Birley (2002) state that the decision to use quantitative research methods 

overlooks the fact that many issues are inadequately addressed in this approach. Since the 
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study of entrepreneurship includes a complex process of explaining entrepreneurial 

behaviour, quantitative methods cannot offer the comprehensive information required for 

this area of study (Gartner and Birley, 2002; Kodithuwakku and Rosa, 2002). Moreover, 

Hill and Wright (2001) claim that quantitative research methods are incapable of 

providing insights into human behaviour. The above authors also encourage researchers 

to adopt the concept of multiple realities, which means that each individual (entrepreneur) 

has his or her own unique reality, constructed on the basis of their unique interpretations 

and perceptions (Hill and Wright, 2001). 

Additionally, Hill and Wright (2001) declare that non-quantitative research methods are 

more suitable for studying entrepreneurship and SMEs. This is because they can help 

researchers reduce the distance between themselves and the personnel or entrepreneur 

associated with the enterprise being studied, thus enhancing the way in which the 

researcher addresses the research subject. Ayyagari, Beck and Kunt (2007) support Hill 

and Wright’s argument (2001), as they found that the quantitative analysis applied in their 

research was insufficient for providing a detailed explanation of the dynamics of SMEs. 

These weaknesses of quantitative research methods for studying entrepreneurship 

therefore point to the need to adopt qualitative methods (Marschan-Piekkari and Welch, 

2004), with Gartner and Birley (2002) encouraging entrepreneurship writers to implement 

non-quantitative research methods, in order to closely observe the entrepreneurship 

process and environment.  

According to Marschan-Piekkari and Welch (2004), several factors contribute to the use 

of qualitative over quantitative research when studying emerging economies. Among 

these factors are a lack of secondary data, the respondents’ unfamiliarity with the 

questionnaires, trust, and cultural differences. This was confirmed by Thai and Chong 

(2008), who carried out a qualitative study employing interviews in an examination of 

SMEs in Vietnam. Regardless of the fact that qualitative methods have come into use in 

entrepreneurship and SME research, Curran and Blackburn (2001) indicate that such 

methods are weak, because of the lack of well-defined tools and techniques of analysis, 

which leads to a qualitative analysis being complicated and time-consuming. Moreover, 

it is difficult to categorise the collected information (Curran and Blackburn, 2001). 

Another problem of qualitative research relates to objectivity, but this need can be met if 

the researcher can ensure the study’s validity and reliability and respect the associated 

ethical considerations (Curran and Blackburn, 2001; Flick, 2006). 
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6.5 Mixed Methods  

From the above, it may be deduced that the disadvantages of each type of research 

strategy encourage the use of both quantitative and qualitative research methods in the 

field of entrepreneurship, in order to provide the best explanation of a research question. 

For example, Johnson et al. (2007) and Creswell and Clark (2011) refer to a combination 

of quantitative and non-quantitative methods as mixed methods research.  In the review 

of the literature in the present study, numerous definitions of this approach were found, 

based on the different points put forward by various researchers. These differences 

between definitions mainly relate to either the methods of data collection or the rationale 

for mixing them. Johnson et al. (2007:123) define mixed methods research as follows: 

…the type of research in which a researcher or team of researchers combines 

elements of qualitative and quantitative research approaches (e.g., use of 

qualitative and quantitative viewpoints, data collection, analysis, inference 

techniques) for the purposes of the breadth and depth of understanding and 

corroboration. 

Researchers who employ mixed research methods have the opportunity to carry out 

balanced studies, since they can compensate for the disadvantages of every single 

approach with the advantages of the other, in order to achieve the best outcomes 

(Hurmerinta-Peltomäki and Nummela, 2004; Johnson and Onwuegbuzie, 2004; Creswell 

and Clark, 2011). Mixed methods help researchers to generalise quantitative findings, 

while at the same time providing richer explanations of the research problem using 

qualitative data (Hohenthal, 2006; Teddlie and Tashakkori, 2009; Creswell and Clark, 

2011). Moreover, a combination of the two approaches will enhance the validity of a 

study (Teddlie and Tashakkori, 2009; Creswell and Clark, 2011). For instance, the mixed 

methods applied by Hohenthal (2006) to a sample of Swedish SMEs enhanced the internal 

validity of the study to provide a more satisfactory explanation. Nevertheless, there are 

advantages and disadvantages to using mixed research and these are presented in Table 

6.1 (below). 
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Table 6.1: Strengths and weaknesses of the mixed methods approach 
Disadvantages Advantages 

It is not easy to combine quantitative and non-
quantitative methods in a single study. 

They enable complete and comprehensive 
analysis of the research questions. 

Mixed methods are time-consuming and 
require significant resources (they are costly). 

They offer advantages that offset the 
disadvantages of quantitative and non-
qualitative methods used separately. 

Methodological experts battle against mixed 
methods approaches, in the conviction that 

researchers should work under the umbrella of 
either a qualitative or quantitative approach. 

They provide a broader and richer 
explanation in response to the research 
questions than would be possible using 

quantitative or non-quantitative research 
methods separately. 

The key issues involve the qualitative analysis 
of quantitative data, in addition to the 
interpretation of conflicting results. 

They provide stronger proof for drawing 
conclusions through the convergence and 

corroboration of findings. 

Source: Johnson and Onwuegbuzie (2004) and Creswell and Clark (2011) 

Taking into consideration that the research question in this thesis is: ‘Why it is that most 

small business start-ups in Saudi Arabia do not survive longer than three years?’ mixed 

methods research was determined as the most suitable approach. This is because it was 

assumed that each method would overcome the limitations of the other, thus enabling the 

researcher to better explore the phenomenon of failure amongst Saudi entrepreneurial 

business start-ups. 

Table 6.2: Main Contrast between Quantitative and Qualitative Methods 

Quantitative Qualitative 

Numbers Words 

Researcher point of view Participant point of view 

Macro Micro 

Hard and reliable data Rich and deep data 

Structured Unstructured 

Behaviour Meaning 

Artificial setting Natural Setting 

Adopted from (Bryman and Bell, 2015:416) 
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6.6 The Research Design 

A research design can be defined as an approach to gathering and analysing data as a 

means of addressing the research questions (Bryman and Bell 2011). It focuses on the 

end-product and is driven by the research question or questions. According to Bryman 

and Bell (2011), quantitative research methods are more appropriate for explanatory 

research. In contrast, non-quantitative research methods are better suited to exploratory 

types of research. It is on this premise that the present study relies on mixed methods 

research, i.e. quantitative and qualitative approaches, carried out sequentially. In different 

terms, the research design for this thesis is composed of two separate phases: Stage One 

involving quantitative methods and Stage Two involving qualitative methods (see Figure 

6.1). According to Creswell and Clark (2011), this research design is called an 

explanatory sequential mixed methods design. 

 

Figure 6.1: Explanatory Sequential Mixed Method 

 
 
 It will be applied here to address the following research questions: 

1. What are the significant individual factors leading to the failure of small start-up 

businesses? 

2. What are the significant enterprise factors leading to the failure of small start-up 

businesses?  

3. What are the significant environmental factors leading to the failure of small start-up 

businesses? 

 

As illustrated in Figure 6.2, the process of sequential data collection in the present study 

begins with the quantitative stage and finishes with the qualitative stage. 



 

104 | P a g e  

 

 

Figure 6.2: Research Design 

 

6.6.1 Stage One: Quantitative Methods 

The purpose of using quantitative methods in this research was to try and identify and 

understand the factors of entrepreneurial failure, often occurring within three years of 

starting to operate in the Saudi context between the years, 2007 and 2017. A 10-year 

period was selected here, because this period witnessed an economic peak and a recession 

(in 2008 and 2016, respectively), as well the rule of two different Kings (King Abdullah, 

when oil prices were booming at $120 per barrel and the economy was prosperous, and 

then King Salman, when oil prices declined to $30 per barrel, leading to economic 

austerity). A questionnaire was consequently employed as a data collection tool, in the 

form of an online survey. The questionnaire items were formulated after a review of the 

literature on entrepreneurship failure and success factors. 

 

6.6.2 Stage Two: Qualitative Methods 

In this research, the main objective of using qualitative methods was to discover more 

detailed descriptions of the factors associated with entrepreneurial failure in SA. Personal 

interview guidelines were subsequently employed to gather information from the 

respondents in face-to-face interviews.  
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6.7 Ethical Considerations 

While carrying out the data collection for this research, ethical issues were given special 

consideration, especially in relation to the respondents’ welfare and rights. For the 

purpose of collecting the data, approval was obtained from the researcher’s academic 

supervisor, Prof. Marc Cowling at the University of Brighton. Further approval was 

obtained from the Saudi Authority of SMEs, in addition to obtaining an Ethics Letter, 

signed by the academic supervisor. This was highly necessary to avoid any ethical 

violations, thus ensuring that the respondents’ privacy and the confidentiality of their data 

would be guaranteed.  

Initially, the respondents were contacted via three channels, whereby their permission 

was requested to participate in the study. It was clarified that this participation would be 

entirely voluntary and that they would therefore have the right to withdraw from the study 

at any time, without having to give a reason or incurring any negative consequences. 

Since this research is composed of two stages of data collection (questionnaires and 

interviews), the respondents’ approval was important for each stage. Primarily in Stage 

Two, the participants’ permission to audio-record the interview conversation was also 

requested. The objective of this audio-recording was to verify that the data provided by 

the participants were accurately gathered. However, if the participants refused to have 

their interviews recorded, hand-written notes would be taken instead.  

The current research has endeavoured to achieve the following, in order to fulfil the 

ethical considerations: 

• Assuring the participants that their personal information would be kept confidential 

• Assuring the participants that the data collected would be kept confidential and only 

used for academic purposes. 

• Assuring the participants that the data would not be misinterpreted.  

• Obtaining the participants’ consent to take part in the study.   

After completing the thesis, the data from the questionnaires and interviews would be 

saved and kept secure at the Business School of Brighton University in the UK. This 

would ensure that the confidentiality and privacy of all participants were guaranteed. 
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6.8 Stage One: Quantitative Methods 

In Stage One of the data collection, a questionnaire was designed, piloted and distributed. 

The design of the questionnaire, the pilot study, the sampling method and rigour of the 

research are described in the following sections. 

 

6.8.1 Quantitative Research Instrument: Questionnaire Design  

Data collection tools are an essential part of research. In the literature, it is clarified that 

several different tools can be used to gather research information, each with its advantages 

and disadvantages. According to Sekaran (2004), the selection of the most appropriate 

data collection method will help enhance the value of the research. Furthermore, the 

selection of the data collection method will depend on the main objective of the research 

(Sekaran, 2004; Punch, 2013). In consideration of the research aims, one of data 

collection tools utilised in this research is a questionnaire (a survey instrument containing 

questions in an online survey). 

Secondly, after determining the first suitable data-collection method, the researcher 

considered its design. For a number of different reasons, designing a new data collection 

method is regarded as preferable to relying on methods that have already been prepared 

by others. First, a new data collection method gives the researcher the opportunity to 

create strong ties between the research goals and questions. Moreover, designing a new 

research instrument, although it is difficult and time-consuming, enables the researcher 

to acquire precise information, in order to achieve the research goals (Mackey and Gass, 

2005). Furthermore, the current research examines the factors associated with failure 

amongst entrepreneurs in Saudi Arabia, whereby the research questions were to be 

addressed and explained. Finally, a newly designed data collection method provides the 

researcher with the flexibility to choose the most appropriate questions and use the most 

appropriate scales of measurement.  Consistent with these arguments, it appeared 

necessary to design a new survey, which would take into account the Saudi environment, 

previous literature in the field of entrepreneurship, and factors of entrepreneurial failure.  

The questionnaire in this research is composed of three sections. The first section relates 

to general information about the respondents and their enterprises (including their age, 

sex, education, experience, position, location of the business, duration of operation, etc.). 

The second section of the questionnaire is composed of questions relating to the factors 
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that bring about start-up business failure. These factors include: personal, entrepreneurial, 

enterprise and environmental factors (classified into economic, socio-cultural, political 

and infrastructural perspectives). The final section of the questionnaire concerns some of 

the challenges that have proved significant for shutting down businesses, in addition to 

statements eliciting general agreement or disagreement.  

The second and third parts of the questionnaire were measured relying on a multi-item 

scale adapted from past entrepreneurship research, such as by Watson, Hoarth-Scott and 

Wilson (1998), Alfaadhel (2010), Arasti et al., (2014), Alhilou, (2015), and AlSaleh 

(2016). The first and second sections of the third part of the questionnaire applied a five-

point Likert scale ranging from 1=Not at all significant, to 2=Slightly significant, 

3=Moderately significant, 4=Significant, and 5=Extremely significant. Similarly, the 

second section of the third part also relies on a five-point Likert scale ranging from 

1=Strongly disagree, to 2=Disagree, 3=Neither agree, nor disagree, 4=Agree, and 

5=Strongly agree. Table 6.3 (below) clearly shows the different parts of the questionnaire 

and the number of items used. 

Table 6.3: Questionnaire components 

 Dimensions Number 
of items 

Part One General information about the entrepreneurs and their businesses 20 

 
 
 
Part Two 

Personal factors 6 
Entrepreneurial factors 8 

Enterprise factors 10 
Environmental factors - Economic perspective 7 

Environmental factors - Socio-cultural perspective 5 
Environmental factors - Political perspective 5 

Environmental factors - Infrastructural perspective 7 
 
Part Three 

Challenges that are significant for entrepreneurs, when deciding to 
close small start-up businesses 

 
7 

General agreement or disagreement 10 

 

According to Bearden, Netmeyer and Mobley (1993), most Likert scales applied in the 

literature contain 5 or 7 response categories. In this current research, an odd number of 

response categories were also chosen, because the mid-point of the scale can be analysed 

as a middle value (Neumann and Neumann, 1981). Moreover, Likert scales were selected, 

since they are quick and easy for respondents to use (McCelland, 1994; Churchill, 1995). 
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However, Oppenheim (1992) suggests that the most problematic issue surrounding Likert 

scales is the lack of reproducibility. However, Davis and Consenza (1993) claim that 

Likert scales are important and beneficial for categorising participants’ attitudes and 

opinions. Regarding the length of the questionnaire, different points of view were found 

in the literature, whereby one perspective was that the acceptable length of an instrument 

is no more than 12 pages (Frazer and Lawley, 2000). Others, such as Zikmund (2003), 

propose that a questionnaire should be no more than six pages long. All the questionnaire 

items in this research fell within the limits recommended in the literature. These items 

were also conveniently organised for the reader. Finally, the language used was kept as 

simple as possible to avoid any confusion or misunderstanding. Frazer and Lawley (2000) 

recommend that participants should be able to read the questionnaire clearly, because this 

will stimulate them to complete it.  

 

6.8.2 Testing the Questionnaire  

Before a questionnaire is distributed, however, a survey instrument should be pilot-tested 

(Malhotra, Agarwal and Peterson, 1996). The objective of this stage is to identify and 

resolve any issues in a questionnaire (Malhotra, Agarwal and Peterson, 1996; Zikmund, 

Babin and Griffin, 2010), as well as checking its validity and reliability (Sekaran, 2004). 

There is a strong consensus among researchers that this is an essential step in designing 

the data collection process. Researchers such as Hunt, Sparkman and Wilcox (1982), Blair 

and Presser (1992) and Churchill (1995) confirm the importance of this before starting to 

collect the data. A pilot study is a test that is conducted before distributing the 

questionnaire to identify any problems that might exist in relation to wording, design, 

language, duplication, etc. (Zikmund, Babin and Griffin, 2010). In the present research, 

two methods were adopted to accomplish this stage: a panel of arbitrators and personal 

interviews. 

 

6.8.2.1 Panel of Arbitrators  

The researcher consequently called upon experts with a strong academic background and 

experience in Entrepreneurship studies to assess the questionnaire. These experts 

comprised three arbitrators: Prof. Marc Cowling (Professor of Entrepreneurship, 

University of Brighton), Dr. Tawfeeq Almasri (PhD in Economics and Management, 

University of Almajmaah), and Prof. Alam Ahmed (Professor of Technology, Innovation 
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and Knowledge, University of Sussex). These experts evaluated the questionnaire from 

different perspectives, including its comprehensibility (the extent to which each item 

could be understood, as well as its unique meaning to each participant), importance (the 

extent to which the research problem possessed significance), relevance (the extent to 

which the research questions fell within the research domain) and length.  The outcome 

of this piloting was that the language of some of the questions was modified. The experts 

subsequently agreed that the questionnaire items, design, variables, language and length 

were appropriate for studying the essence of the research questions. 

 

6.8.2.2 Personal Interviews  

In accordance with Nachmias and Nachmias (2000), the present researcher conducted 

personal interviews with 20 Saudi entrepreneurs to evaluate the questionnaire. 

Conducting interviews to assess the questionnaire was not challenging, however, because 

the objective was to evaluate the questionnaire and not to answer it. The main objective 

of these interviews was to allow the interviewees to assess the questionnaire in terms of 

formatting, wording, design and length. Moreover, the interviewees were asked to 

identify any unclear items and add comments on the overall content of the questionnaire. 

The results of this procedure were of extreme importance, since the respondents had some 

concerns about the length of the questionnaire, whereby they asked for this to be reduced. 

They also suggested translating the questionnaire into Arabic, even if most entrepreneurs 

in SA have a reasonably good knowledge of English. Finally, the interviewees made some 

comments regarding the location of several items in the questionnaire. All these 

comments were taken into consideration and as a result, a further two questions were 

added, concerning whether or not the respondents had received any financial or non-

financial support. 

 

6.8.3 Translation of the Questionnaire  

The questionnaire was originally prepared in English since most of the entrepreneurship 

literature and previous studies are in English. However, it was then translated into Arabic, 

since the study was conducted in SA. This translation was conducted by an accredited 

translator to ensure the equivalence of the questionnaire. The translator was fluent in both 

languages, which avoided the risk of any erroneous translation from English into Arabic. 

The researcher have used the forward and back method, which several scholars had 
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suggested it (Peters and Passchier, 2006; Chidlow, Plakoyiannaki and Welch, 2014). The 

questionnaire was translated from English to Arabia via an accredited translator, then 

cross-translated back by another certified translator in order to ascertain its reliability. 

 

6.8.4 Data-Collection Procedures Using Quantitative Methods 

In efforts to carry out quantitative research, a questionnaire is the most frequently used 

tool for gathering information (Malhotra, Agarwal and Peterson, 1996). Questionnaires 

may be distributed to participants via different means, including post, telephone, the 

Internet, drop-off and collection, and face-to-face (Malhotra, Agarwal and Peterson, 

1996; Churchill et al., 2010). Table 6.4 summarises the strengths and weaknesses of 

different data-collection techniques in survey-based research. 

Table 6.4: Data-collection methods for research using surveys 

Type of  collection 
method 

Strengths Weaknesses 

Postal survey 
 

Wide coverage 
Lower cost in comparison to the 
drop-off and collection or face-to 

face methods 

Little opportunity for feedback or for 
participants to request clarification 

Low response rate 

Telephone survey Two-way communication 
Better response rate than with the 

postal method. 
Lower cost than the drop-off and 
collection or face-to face method 

Restriction over the nature and type 
of information gathered 

Random sampling is unlikely to take 
place 

 

Internet survey 
 

Convenience 
Large geographical coverage 

Almost no cost 

Limited to those  who have a PC and 
Internet access 

Face-to-face 
survey 

 

There is an opportunity to ask for 
clarification 

High response rate 

Time-consuming 
This is the most expensive method 

Includes bias because of the influence 
a researcher can exert on the 

participant. 

Source: Bryman and Bell (2011) and Ortinau, Bush and Hair (2009) 

In the present research, the questionnaire took the form of an online survey. This method 

was selected, because it covers a wide area and gives participants the opportunity to fill 

out the questionnaire at their convenience, both in terms of time and location. However, 

this method is only suitable for respondents who are familiar with a computer, can access 

the Internet, and have an email address (Churchill et al., 2010; Zikmund, Babin and 
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Griffin, 2010). Nevertheless, all entrepreneurs in Saudi Arabia have a PC, internet access 

and personal email accounts.  

 

6.8.5 Population Frame and Sampling  

The population in this research included all entrepreneurs who have experienced business 

failure within three years of starting up a business during the period 2007-2017 in Saudi 

Arabia. According to both the Ministry of Commerce and Investment and Authority of 

SME, there are no official figures for the number of entrepreneurs failing within three 

years of starting to operate (see Table 8.3). The choice of sampling technique was based 

on the type of information provided. As there is no defined figure or defined population 

frame in this study, the researcher saw fit to apply non-probability sampling. This type of 

sampling is a non-random sampling technique used when there are no defined population 

frames (Dörnyei, 2007). In addition, there are different types of non-probability sampling, 

namely; purposive sampling, convenience sampling, snowballing sampling, and quota 

and dimensional sampling (Morse and Niehaus, 2009). The researcher chose convenience 

sampling as the sampling technique for this study. Convenience sampling is a non-

random sampling strategy, where the participants from the study population correspond 

to certain criteria, such as their ease of access, availability in terms of time, and 

willingness to participate. It is exclusively these respondents who were consequently 

included in the present study (Mackey and Gass, 2005). However, this type of sampling 

presents two problems: it can lead to bias and there may be issues over the 

representativeness of the population (Mackey and Gass, 2005).  

 

6.8.6 Online Questionnaire Survey Procedure 

After the questionnaire had been piloted and taking all comments into consideration, the 

researcher designed the online questions using the Qualitrics platform survey tool, 

provided by the University of Brighton. Three different channels were then used to reach 

the respondents. These included the Riyadh Institute (which provides financial services 

and supports entrepreneurs in Saudi Arabia), Dolany Business Centre (which provides 

non-financial support to entrepreneurs in Saudi Arabia) and finally, Saudi Influential 

Entrepreneurs, on their Twitter account. These channels were used for several reasons. 

First, it is very difficult to access entrepreneurs in person, as pointed out by Curran and 

Blackburn (2001). Second, entrepreneurs - whether managers or owners - are busy people 
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and think twice before giving their time to surveys. Moreover, most entrepreneurs are 

unlikely to be interested in getting involved in any kind of research for privacy reasons. 

However, contacting them using these channels convinced many to fill out the 

questionnaire. Lastly, the research strategy is to have a mix failed entrepreneurs 

(supported and non-supported entrepreneurs). Furthermore, the first channel were hard 

support government channel, and the second channel were soft support government 

channel, and since there is no other trusted channels have failure entrepreneurs data whom 

haven’t been supported by the government, the researcher choose Social Media channel, 

precisely Saudi Influential Entrepreneurs in Twitter to cover failed entrepreneurs who has 

a start-up business that did not survive in the last years zone period to participate. 

The questionnaire (see Appendix I, II and III) in its Arabic version was distributed online 

to respondents, with the inclusion of an official letter explaining the research goal and the 

intended use of the data collected. It also designed to be applicable to use via smart phones 

to ease access and increase response rate (see Appendix IV). A total of 750 questionnaires 

were distributed and 296 were returned completed. These were suitable for statistical 

analysis, with a response rate of 42.28%. 

 

6.8.7 Data Analysis Techniques 

The researcher coded and saved the gathered data to an Excel output, which enabled its 

use in other statistical software. The software SPSS 24 was utilised for statistical 

purposes. However, the researcher relied on several tests to analyse the validity and 

reliability of the instrument. These comprised the Cronbach alpha method and correlation 

analysis. To answer the research questions, the researcher utilised a series of statistical 

tests, including mean and standard deviation, a sign test and other descriptive statistics. 

The sign test was used to ascertain whether the respondents agreed or disagreed with each 

questionnaire item. 

 

6.8.8 Research Rigour: Reliability and Validity  

It is highly essential to check whether the data collection tool accurately measures the 

actual subject of the research ‘reliability’ and whether the tool measures what it is 

supposed to measure ‘validity’. These two concepts are concerned with the effectiveness 

of the measures (Sekaran, 2004). The term ‘reliability’ in research refers to the extent to 

which the research instrument or data collection method is consistent and stable (Skaran, 
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2004). Reliability is therefore a measure of how free from error the items employed to 

measure the subject are, and whether they generate true value (Sekaran, 2004; Pallant, 

2007; Hair, Black and Babin, 2010). A questionnaire that is reliable will show that it is 

consistent and stable across diverse situations and events (Field, 2000; Sekaran, 2004). 

The present research applied the internal consistency measure (Cronbach’s alpha 

coefficient) to test the questionnaire’s reliability in statistical terms. Different researchers 

have proposed various levels of acceptability of the Cronbach alpha value. Nunnally 

(1967) claims that a value of between .50 and .60 is acceptable. However, the most 

acceptable level is deemed to be .70 and this is proposed by Nunnally and Bernstein 

(1994) and Francis (2001). Table 6.5 (below) presents the reliability results for the various 

parts of the questionnaire. All the values exceeded 0.7, which is considered acceptable. It 

may thus be concluded that the questionnaire was consistent and reliable. 

Table 6.5: Cronbach's alpha for the questionnaire constructs 

Dimensions 
Number 
of items 

Cronbach’s 
Coefficient 

Personal factors 6 0.715 

Entrepreneurial factors 8 0.899 

Enterprise factors 10 0.890 

Environmental factors- Economic perspective 7 0.798 

Environmental factors- Socio-cultural perspective 5 0.873 

Environmental factors- Political perspective 5 0.880 

Environmental Factors- Infrastructural perspective 7 0.867 

Challenges significant for entrepreneurs, when deciding to 
close small start-up businesses 7 0.741 

General agreement or disagreement 10 0.769 

Source: SPSS analysis 

Alternatively, the term ‘validity’ refers to the extent to which the research tool or 

instrument really measures what it is supposed to measure, as opposed to something else 

(Sekaran and Bougie 2009; Hair, Black and Babin, 2010). To check validity, two 

measures are utilised in this study; internal validity and structure validity.  Internal 

validity was employed to check the internal harmony of the survey by examining the 

relationship between each item and its total construct. Internal validity is calculated using 

Pearson’s correlation coefficient. The results show that the level of significance of the 

items in the constructs, Personal Factors, Entrepreneurial Factors, Enterprise Factors, 
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Environmental Factors, Challenges, General Agreement or Disagreement were less than 

0.05 and so the correlation coefficients for the items used were all indicated as significant 

at α=0.05. Hence, it could be stated that the items in these constructs really did measure 

what they were supposed to measure. In Appendix VI  tables for; ( personal, 

entrepreneurial, enterprise, economic, political, socio-cultural, infrastructure, 

challenges, and agreement and disagreement sentence) demonstrate the correlation 

coefficient, and significance between the items in each construct and the construct itself, 

it can be concluded that all the tables have a significant relation between each item and 

its construct with a significance of 0.000**. 

Structural validity is concerned with measuring the correlation coefficient between one 

construct and all other constructs in a questionnaire that are of the same Likert scale level.  

The results in Table 6.6 (below) show the correlation coefficients for each construct and 

the whole questionnaire. The significance is less than 0.05 and so the correlation 

coefficients of all the constructs are significant at α=0.05. Therefore, it is deduced that 

the constructs truthfully measure what they are supposed to measure. 

Table 6.6: Correlation coefficient of each construct of the questionnaire and the 
whole questionnaire 

Dimensions of the questionnaire 
Pearson’s 
Coefficient 

Significance 
level 

Q.18 Personal Factors 0.599 0.000** 

Q.19 Entrepreneurial Factors 0.736 0.000** 

Q20. Enterprise Factors 0.800 0.000** 

Q21. Environmental Factors - Economic Perspective 0.683 0.000** 

Q22. Environmental Factors - Socio-cultural Perspective 0.687 0.000** 

Q23. Environmental Factors- Political Perspective 0.628 0.000** 

Q24. Environmental Factors- Infrastructure Perspective 0.779 0.000** 

Q25. Challenges are significant for entrepreneurs when 
deciding to close their small start-up business 0.752 0.000** 

Q26. General agreement or disagreement 0.497 0.000** 

  **Correlation is significant at the 0.01 level. 
      Source: SPSS analysis 
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6.9 Stage Two: Qualitative Methods 

In this stage, the researcher employed face-to-face interviews. The arrangement of the 

interviews, selection of the sample, interview framework and data analysis are described 

in the following sections.  

6.9.1 Sample Size and Sample Selection in Qualitative Methods 

In contrast to quantitative methods, which require a large number of participants for 

statistical analysis, qualitative research methods usually target a small number of 

participants in depth. Consistent with this, the sample selected for the qualitative part of 

this current research was purposive (Miles and Huberman, 1994). The researcher 

therefore purposively selected a sample for the interview, which included government 

officials; senior staff, and both successful and non-successful entrepreneurs. These were 

believed by the researcher to be able to provide a comprehensive explanation with 

different perspectives to understand the barriers into survival to the small start-up 

businesses in Saudi Arabia.  

However, the participants in this Stage Two of the data collection were not limited to 

entrepreneurs; interviews were also conducted with employees from government 

agencies: such as Authority of SME, as well as influential businessmen and senior 

managers from several important institutes, such as the Riyadh Institute and Dolany 

Business Centre. In total, 15 interviews were conducted at Stage Two (see Table 6.7). 

The reason for choosing successful entrepreneurs was to discover the barriers they had 

faced in their business start-up journey. Conversely, failed entrepreneurs were selected to 

collect information about the barriers factors of survival. 

Riyadh Institute established 2006, as the main government channel supporting 

entrepreneurship (financially) for more than a decade, through more than 47 branches 

distributed all over Saudi Arabia. The goal of including a sample from this population 

was to try and understand how the Institute supported entrepreneurs in building their 

businesses by supervising and financing them through the Saudi Social and Development 

Bank. Access to their database was also requested, so that the present study survey could 

be distributed to the target audience. In addition, Dolany Business centre was also chosen 

to try and understand how entrepreneurs could be helped in non-financial ways, such as 

in overcoming the barriers encountered by entrepreneurs based on the experience of the 

Business Centre advisers, since they mentor small start-up entrepreneurs. Equally, the 

Authority of SMEs in Saudi Arabia was selected to gather thoughts on the main barriers 
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to survival for entrepreneurs in Saudi Arabia since it become the main government 

channel supporting the whole micro, small and medium sector. Since it has established in 

the late of 2016, with no sufficient data records for the small business sector we could not 

distribute our survey by their channel but having an interview with the governor it will 

enrich the findings. One of the successful entrepreneurs is a member of Chambers of 

Commerce committee that has been recently established to support young business 

people, with the aim of supporting and enhancing entrepreneurship in the country (the 

Committee for Saudi Youth Businessmen) having an interview with one of the 

committees will definitely deepen the findings.  

Table 6.7: The interview respondents 

Respondent Number 

The vice governor of the Authority of SME 1 

Consultant in the Authority of SME 1 

Successful entrepreneurs 5 
Failed entrepreneurs 5 
The Dolany Institute 1 
The Riyadh Institute 1 
Senior businessmen 1 

Total 15 

Note: For more information of the participants, see chapter 8 

 

6.9.2 Data Collection: Qualitative Methods 

Interviews can be considered as an important tool for gathering data in a non-quantitative 

research approach (Bryman and Bell, 2011). Based on Daniels and Cannice (2004), 

interviews are defined as a tool in which the data are gathered based on a face-to-face 

conversation between the interviewer and interviewees. According to Sekaran (2004), 

they offer the researcher the opportunity to be flexible, with the possibility of adapting 

the questions as the research proceeds.  

The researcher plays a vital role in pushing study participants to provide the necessary 

information (Churchill et al., 2010). Moreover, the interview is more likely to be 

successful, if the researcher probes the participants for answers and responses (Zikmund, 

Babin and Griffin, 2010). By conducting interviews, the interviewer can acquire a rich 
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understanding of the respondents’ perspective of the research subject (Mack et al., 2005) 

and comprehensive information about the respondents’ opinions (Lee and Lings, 2008). 

In short, interviews give the researcher an opportunity to gather rich information from 

each interviewee, with strong ties and trust being formed with the participants (Sekaran 

and Bougie, 2009). This method, if implemented after distributing the questionnaires, can 

help gain a clear understanding of the results and more especially, in the analysis and 

interpretation of the reasons for the answers provided. 

Face-to-face in-depth interviews were selected as a data collection method in this 

research, due to their effectiveness for gathering information from the selected 

interviewees (Curran and Blackburn, 2001). Interviews involve respondents answering 

questions such as ‘What?’, ‘Can you identify?’, ‘Why?’ and ‘How?’ (Gilmore, Carson 

and O'Donnell, 2004). The researcher must ask these questions in a neutral manner, 

carefully listening to the respondent’s answers and continuing with follow-up questions.  

In this study, the researcher was the only interviewer and he used open-ended questions 

to discover the factors affecting the failure of entrepreneurship in Saudi Arabia. The 

interview general questions are presented in the following Table (Table 6.8); they have 

been adapted from previous studies in the literature, such as Alfaadhel (2010), Alessa 

(2013) and Alhilou (2014). 

Table 6.8: Interview General Questions 

            Question    

 • Could you identify the significant factors in the failure of small business start-ups 
in Saudi Arabia? 

• In your opinion, what are the most challenging factors for small start-up 
businesses? 

• What are the most challenging factors for Saudi entrepreneurs when starting their 
own business? 

• What is your view regarding the current support situation (governmental and 
private sectors)? 

• From 0-10, what would you award the current governmental support and why? 

• Do you believe that the current support/education is adequate for meeting the 
needs of entrepreneurs? 

• Do you have any recommendations for improving the support system in Saudi 
Arabia? 
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The researcher made appointments with the interviewees before the interview took place. 

The interviewees were given the opportunity to decide the time and place of the interview. 

All the interviews took place in the respondents’ respective workplaces. The researcher 

administered phone calls and personal visits to arrange appointments with the 

interviewees sampled from the Authority of SMEs, the National Riyadh Institute, the 

Social development Bank, and the Dolany Business Centre to encourage them to 

participate in the interview. The interviews were carried out with respect to appropriate 

formalities and courtesy and in Arabic. Therefore, all potential communication problems 

between the researcher and the interviewees were reduced. Each interview lasted 30-45 

minutes. Note-taking and audio-recording were used during the interviews after seeking 

the participants’ permission, although three of the interviewees refused to be audio-

recorded, due to their desire for privacy. All the interview transcripts and notes were then 

translated into English and these transcripts were read many times by the researcher to 

familiarise himself with the raw data.  

 

6.9.3 Trustworthiness of Qualitative Methods 

The concept of validity and reliability is not limited to quantitative research, but is equally 

important in qualitative research, since it is necessary for assessing the quality of the 

procedures and findings (Flick, 2006; Bryman and Bell, 2011). According to Lincoln and 

Gubba (1985), ‘trustworthiness’ in qualitative research is equivalent to the terms, 

‘validity’ and ‘reliability’ in quantitative research. The criteria for trustworthiness are 

considered to be met if four elements are present. These comprise credibility, 

transferability, dependability and confirmability (Lincoln and Guba, 1985), as explained 

in the following Table (6.9). 

Table 6.9: Types of trustworthiness 

Elements of 
Trustworthiness 

Definition 

Credibility This is internal validity. It can be discerned if the researcher’s observations 
correspond to the theoretical concepts. 

Transferability This is external validity. It refers to the extent to which the researcher’s 
propositions can be extended to a different context. 

Dependability This refers to the extent to which the study is externally reliable. 

Confirmability This refers to whether actions comply with principles of good faith and 
objectivity. 

Source: Lincoln and Guba (1985: 327)  
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With regard to meeting the criteria for trustworthiness, the researcher has attempted to be 

consistent with pre-defined criteria, according to the research design. This design was 

carefully planned and implemented, both in the collection and analysis of the data. 

Meanwhile, credibility can be enhanced in many different ways, such as through long 

engagement and triangulation. Due to the time constraints involved in carrying out this 

research, long engagement was not possible. Conversely, data triangulation was applied. 

This is a mechanism involving the use of different data collection tools and relying on 

diverse and multiple information sources (Creswell and Miller, 2000; Veal, 2005). In this 

research, triangulation took the form of a survey and interviews to collect data. The 

reliability criterion was satisfied by the researcher receiving training in interview 

techniques by the University of Brighton post-graduate training courses. This is in line 

with previous researchers, who suggest that qualitative reliability can be enhanced 

through training (Silverman, 2005; Flick 2006; Bryman and Bell 2011).  One of the 

training outcomes was that the researcher learnt how to obtain detailed information from 

the interviewees. Finally, confirmability in this research was addressed by clearly 

presenting the research design, including the data collection approach, data analysis, and 

pilot tests.   

 

6.9.4 Qualitative Data Analysis  

6.9.4.1 Thematic Analysis 

King and Horrocks, (2010:150) mentioned:  

Themes are recurrent and distinctive feature if participants accounts, 

characterising particular perceptions and/or experience, which the researchers 

see as relevant to the research questions. 

It has been argued that the most common way of finding thematic analysis and writing it 

up is to present it theme by theme (King and Horrocks, 2010).  King and Horrocks also 

suggested three main stages in the thematic analysis as shown in figure 6.3 
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Figure 6.3: Source: King and Horrocks (2010, p.153). 

 
Hence, this method of analysis can be applied to a diverse range of organisational cases. 

For the above-mentioned reasons, it is appropriate to examine the factors associated with 

failure amongst Saudi entrepreneurs; a subject of study that is difficult to investigate using 

quantitative data alone. Thematic analysis provides researchers with flexibility when 

analysing data; whereby it can be used, regardless of whether the research paradigm is 

positivist or interpretivist (Duriau et al., 2007; Ello and Kyngäs, 2007).  

The three stage coding level after the research considered the interpretive themes from 

the theoretical/practical stance of the project. It has been suggested that a diagram might 

help the reader to understand how different coding level linked to each other. Table 6.10 

explains the three different level of coding in this study. 
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Table: 6.10 The Three coding level 

Descriptive codes 

Stage One 

Interpretative 

Codes 

   Stage Two 

Overarching 
theme 

Stage Three 

Lack of government support Political issues  

 

 

Environmental 
factors 

Drop in Oil Prices 

Economic Recession 

Economic issues 

Governmental representative 
Ignorance 

Attitude.. etc. 

Social issues 

According to (King and Horrocks, 2010:153) 

 

6.10 Summary 

In this chapter, the methodology has been discussed in depth. The researcher explained 

the research design in which explanatory sequential mixed methods were adopted. The 

chapter described Stage One of the research in detail, namely quantitative methods, 

including the questionnaire design, its piloting, the online procedure, the sampling 

strategy utilised, and the questionnaire’s rigour. The researcher then illustrated Stage 

Two, represented as a qualitative method, whereby the sampling techniques used, the 

number of interviews conducted, and the trustworthiness of the process were explained.  

In the next chapter, quantitative data findings will be presented as a first stage of the 

research analysis. 
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Chapter 7: Quantitative Data Analysis 

7.1 Introduction 

Now that the methodology adopted for this research has been outlined (see the previous 

chapter), attention will be turned towards the results obtained from the 296 entrepreneurs 

included in this current study. First, there will be a descriptive analysis of their 

demographic information, followed by a descriptive analysis of their small 

entrepreneurial businesses that failed to survive. Thirdly, the results of a normality test 

will be presented, in order to ascertain the survey’s distribution. In this case, a normal 

distribution was found, while a parametric test revealed the extent of failure amongst the 

small start-ups studied. Fourthly, an analysis will be conducted of personal, 

entrepreneurial, internal business, and environmental failure factors, based on the trends 

emerging from the findings. Finally, the outcomes of an ‘Agree/Disagree’ statements test 

will be revealed, in order to ascertain whether the respondents corroborated the existence 

of the barriers indicated in the questionnaire. As this study investigates the barriers facing 

small start-ups in the context of Saudi Arabia, 48 failure factors were identified as 

potentially critical barriers. These factors are classified as individual, business 

(‘internal’), and environmental (‘external’). Internal consistency was tested using 

Cronbach’s alpha to assess the reliability of multiple item variables. The correlation 

coefficient was then analysed between factors to indicate the strength of the relationships. 

 

7.2 Descriptive Analysis of the Entrepreneurs   

In this section, the participating entrepreneurs’ demographic data and the nature of their 

enterprises will be analysed. The entrepreneurs were therefore asked to provide 

information on their gender, age, educational level, nationality, business position, 

involvement, labour market experience, type of experience, experience of previous 

ventures, business role, and motivation for starting up a business, as well as general 

information on any previous start-ups. 
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7.2.1 Gender 

 

Figure 7.1: Gender of start-up owners 

Figure 7.1, above, represents the distribution of gender across the sample of start-up 

owners, which was found to be 82.4% male and 17.6% female. Therefore, most of the 

business owners were male, which is to be expected, since Saudi Arabia is a male-

dominated society. Moreover, this corresponds to the 2017 GEM Report on Saudi Arabia, 

based on “TEA rates of involvement as bases for calculation [whereby] 61.4% of 

entrepreneurs are men, and 38.6% are women”; clearly indicating that most small 

business owners in Saudi Arabia are male.  These results are also consistent with 

Cowling’s (2010) study, where it was found that men have a higher rate of entrepreneurial 

business ownership than women in the UK.   

 

7.2.2 Age Group 

 

Figure 7.2: Age groups of participants 
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Figure 7.2 presents the respondents’ age groups and from these results, it may be noted 

that 47.3% of the sample were aged 30-39; 18.9% were aged 40-49, and 23.0% were aged 

19-29. Finally, just 1% were aged 18 or under, and 9.8% were over the age of 50. 

Therefore, it may be observed that most of the business owners in this study were 

relatively young, which reflects the demographic distribution of the Saudi population in 

general, with 40% aged 25-40, and a median age of 30.2 years (General Authority for 

Statistics, 2017). 

 

7.2.3 Education  

 

Figure 7.3: Participants’ educational level 

Figure 7.3 presents the educational level of the business owners sampled, with 52.0% of 

the respondents holding a bachelor’s degree; 17.2% holding a College diploma; 13.9% 

holding a Master’s degree; 2.0% with a PhD, and 5.7% having nothing higher than a High 

School certificate. As a result, the majority of the business owners appeared to be 

graduates or postgraduates, indicating a high level of education. This is to be expected, 

given that the literacy rate in Saudi Arabia is very high. According to the General 

Authority for Statistics (2017), 66.6% of men and 51.1% of women in Saudi Arabia have 

at least graduated from High School.  
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7.2.4 Nationality  

 

Figure 7.4: Participants’ nationality 

Figure 7.4 illustrates the distribution of nationalities across the sample of business 

owners. Based on the results, 97% of the respondents were found to be Saudi. This is 

largely due to the fact that the Riyadh Institute and Dolany Centre only admit Saudi 

business entrepreneurs. Therefore, it shows that this study has successfully targeted the 

main population affected by the research topic, thus providing relevant data for analysing 

why so many Saudi-owned small business start-ups fail. 
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Figure 7.5: Participants’ positions 
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Figure 7.5 illustrates the various positions held by the participants in their businesses 

based on the results, with 63.5% being the founder; 30.1% being the co-founder; 5.1% 

being the investor, and 1.4% holding another type of position. However, the majority of 

the business owners were the founders of their businesses, as most owners of small start-

ups find it hard to sell shares, whether through management buy-outs (MBOs) or 

management buy-ins (MBIs) (Deakins and Freel, 2005). 

 

7.2.6 Involvement  

 

Figure 7.6: Time invested in the business 

Figure 7.6 illustrates the amount of time invested by the participants in their business. 

Based on the results, 44.9% of the sample stated that they had worked part-time in another 

job; 35.8% had been involved full-time in their business; 13.9% had only been involved 

on a part-time basis, with no other job, and 5.4% had been involved part-time with another 

business. These results give an indication that Saudi business owners appreciate having 

another source of income, other than a single business start-up. This is likely to be due to 

the typically big fear of failure in Saudi Arabia, recorded at around 39.43%, while the 

global average for fear of failure is 36.07% (GEM, 2017).  
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7.2.7 Previous Work Experience 

 

Figure 7.7: Previous work experience 

Figure 7.7 presents the number of years of work experience accrued by the participants, 

before launching a business start-up. Based on the results, 41.9% of the respondents 

claimed that they had no prior work experience, while 22.3% claimed that they had less 

than three years’ experience; 12.8% stated that they had 3-5 years of experience; 9.8% 

cited 6-10 years of experience, and 13.2% of the respondents reported a total of over 10 

years of previous work experience. Since the age range of the entrepreneurs was 19-39 

years, it is clear that few would have had much work experience. This is coupled with the 

fact that entrepreneurship is a relatively new concept amongst Saudi youth. Storey (1994) 

highlights this lack of work experience as a possible barrier to business survival. 
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7.2.8 Type of Previous Work Experience 

 

Figure 7.8: Type of work experience 

Figure 7.8 depicts the type of experience accrued by the participants, with 30.4% of the 

respondents claiming that they had already gained private sector experience; 13.9% 

reporting experience of the government sector; 15.2% citing experience of working in a 

family business, and 12.2% indicating other types of experience. However, the second 

highest percentage of the sample stated that their previous work experience had involved 

founding and owning businesses.  
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7.2.9 Previous Business Ventures 

 

Figure 7.9: Previous business ventures (excluding the business under study) 

 

Figure 7.9 represents the number of previous business ventures undertaken by the 

respondents. Based on these results, 42.6% of the sample claimed that they had never 

been involved in any businesses before; 39.2% stated that they had been involved in fewer 

than three previous businesses; 14.2% claimed to have already been involved in 3-5 

businesses, and 4.1% cited their involvement in over five previous businesses. Therefore, 

since the majority of the entrepreneurs’ reported very little or no previous experience, the 

implication is that most of the sample had never launched a business venture before.  
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7.2.10 Roles 

 

Figure 7.10: Participants’ roles in their businesses 

Figure 7.10 illustrates the various roles performed by the respondents in their businesses. 

Based on the results, 47.0% of the sample claimed that they had worked alone; 32.1% 

reported their role as management; 15.2% claimed that they had supervised from a 

distance; 3.0% cited a technical role, and 2.7% had performed other types of role. The 

majority therefore stated that they had worked alone, which is to be expected in a small 

or micro-business, given the high cost of hiring employees. 
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7.3.11 Motivation for Starting a Business  

 

Figure 7.11: Motivation for starting a business 

 

Figure 7.11 depicts the respondents’ various motives for starting a business, with 14.5% 

of the sample citing unemployment as the main reason, and 5.7% stating that this had 

been their family business. Meanwhile, 13.9% cited past experience as their motive, and 

33.1% referred to market opportunity. However, over 51% indicated wealth creation as 

the main motivating factor; 46.3% claimed to love running a business; 23% referred to 

the need for independence; 13.5% highlighted the desire to make best use of their time; 

10.5 indicated the opportunity to apply academic knowledge, and 2.7% mentioned other 

reasons for wanting to run their own business.   
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7.3 Descriptive Analysis of the Businesses 

7.3.1 Start-up Period 

 

Figure 7.12: Period in which the businesses were started up 

Figure 7.12 represents the periods in which the businesses were started up, with most of 

the respondents indicating the years, 2013-2017, while 21.6% of the sample claimed that 

their business start-ups operated from 2007-2012, and 11.8% cited their start-up period 

as prior to 2007. However, this could be explained by the fact that two-thirds of the Saudi 

population are aged 30 or under, corresponding to the two-thirds of the sample starting 

up their businesses between 2013 and 2017. Further differences between these two 

periods are outlined below.  

The first period (2007-2012) was under the reign of King Abdullah of Saudi Arabia. 

When oil prices were at their peak of around $120 per barrel. This led to prosperity in the 

Kingdom, promoting development and strengthening the economy. As a result, the King 

honoured the fact by increasing public sector salaries by 15%, establishing 28 new 

universities, and investing billions in the nation; for example, by creating a financial 

centre in Riyadh, and the Rabigh Economic City. This created many new jobs, with 

Rabigh becoming one of the most attractive cities to work in worldwide (SAGIA, 2010). 

Moreover, the King Abdullah University of Science and Technology (KAUST) attracted 

top young talent from around the world, thus creating a university environment that was 

generally more appealing to the Saudi youth than starting a business. Lastly, the biggest 

incentive to enrol in further education was launched under the reign of King Abdullah, in 

the form of educational scholarships to study abroad.  This could explain why so many 

talented young Saudis were out of the country and therefore could not start a business, 

leading to the low number of business start-ups from 2007-2012.   
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Conversely, 2013-2017 was the period that spanned the end of King Abdullah’s reign at 

his death in 2015; thereby giving way to King Salman’s accession to the Saudi throne. 

However, this was also a period of economic recession in Saudi Arabia, resulting from 

drop-in oil prices to $30 per barrel in 2016. Furthermore, being involved in the war against 

the Al-Houthi in Yemen had an impact on the Saudi national budget. A process of 

economic reform subsequently began with reduced financial support from the 

government for supplies of electricity, water and gasoline. In turn, this gave rise to 

inflation, with prices rising by around 40-120%, with no corresponding increase in public 

sector salaries. It rendered it reasonable to seek a new source of income. Moreover, in 

January 2016, the Saudi unemployment rate was nearly 12.5%, with inflation jumping to 

4.3% (Saudi Arabian Monetary Authority, 2017). Lastly, the Saudi government launched 

the Saudi Vision 2030 in 2016, with a series of programmes to support the youth in 

starting a business. These circumstances could explain the high number of business start-

ups during the period, 2013-2017.   

 

7.3.2 Duration of Business  

 

Figure 7.13: Duration of businesses 

Figure 7.13 represents the duration of the sampled entrepreneurs’ business start-ups. 

Based on the results, 24.3% of the respondents claimed that their business had lasted from 

7-12 months, while 7.9% cited a duration of 1-6 months, and 17.6% claimed that their 

business had endured for 2.1-2.5 years. Meanwhile, 17.2% stated that their business had 
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survived for over three years, with 7.1% specifying a duration of 2.6-3 years, and finally, 

5.1% claiming that their business had survived for 19 months to two years. It can be seen 

that more than 82% of small businesses failed before three years.  Several scholars such 

as Storey (1994) and Timmons (1999), have in fact highlighted that the first three years 

are the hardest for a business start-up.  

 

7.3.3 Legal Status 

 

Figure 7.14: Legal status of businesses 

 

Figure 7.14 represents the legal status of the businesses, with 71.3% of the sample having 

had sole trader status, while 16.6% were family businesses; 9.1% were a partnership; 

0.7% were limited liability companies, and 2.4% were foreign corporations.  However, 

this could be explained as the general reluctance of entrepreneurs to sell a strategic share 

of their business at the start-up stage. 
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7.3.4 Hard Government Support 

 

Figure 7.15: Receipt of hard government support (financial support) 

Figure 7.15 indicates whether the businesses had received financial support from the 

government. Based on the results, 80.7% of the respondents claimed that their business 

had not received any financial support from the government, while 19.3% of the sample 

claimed otherwise. However, this was to be expected, since much of the available 

government support was limited to certain sectors (Social Development Bank, 2017). 

According to Xiao (2007), most of the initial start-up capital tends to be from personal or 

family resources, both in developed and developing countries. 

 

7.3.5 Soft Government Support 

 

Figure 7.16: Receipt of soft support from the government 

Yes
19%

No
81%

Yes No

Yes
6%

No
94%

Yes No



 

136 | P a g e  

 

Figure 7.16 indicates whether the businesses received mentoring support from the 

government. Based on the results, 93.6% of the respondents claimed that their business 

had not received any such support, while 6.4% stated otherwise. The (Dolany) Business 

Centre is a new institute established in May 2016, following Saudi Vision 2030. This 

would explain why most business owners had not received mentoring support, due to its 

novelty, as well as due to their lack of awareness of its availability.  

 

7.3.6 Number of Employees  

 

Figure 7.17: Number of employees 

Figure 7.17 presents the number of employees in the businesses, with 51.7% of the sample 

stating that they had fewer than five; 22.0% claiming that they had no employees at all; 

16.6% indicating 5-9 employees; 4.7% citing a total of 10-15 employees, and 2.4% stating 

that they had more than 26 employees. However, this is to be expected, because of the 

various barriers facing businesses at the beginning of their life, especially micro-

businesses, according to the Small and Medium Enterprise (SME) Authority (2017). 
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7.3.7 Percentage of Saudi Employees 

 

Figure: 7.18: Percentage of Saudi employees 

Figure 7.18 presents the percentage of Saudi employees in the businesses examined in 

this study, whereby 46.3% of the participants stated that they had no Saudi employees at 

all; 11.5% claimed that their staff comprised fewer than 5% Saudi employees; 26.0% 

claimed that their workforce was over 26% Saudi; 6.4% claimed that their staff was 5-

10% Saudi, and 5.1% stated that they had employed 21-25% Saudi staff.  

 

7.3.8 Business Region 

 

Figure 7.19: Location of businesses 
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Figure 7.19 illustrates the various business locations, with most of the respondents 

(50.3%) stating that their business was in the centre of the country, while 20.6% claimed 

that their business was in the west; 10.8% clarified that their business was in the east; 

12.2% specified that their business was in the south, and 6.1% stated that their business 

was in the north. The reason why most of the businesses were located in the centre was 

because 26% of the population of Saudi Arabia live in Riyadh, which is also where all 

government Ministries and public offices are located. The west of Saudi Arabia hosted 

the second highest number of businesses, because of the Holy Cities of Mecca and 

Medina: centres of the Muslim world. This was followed by the east of Saudi Arabia, 

since several petrochemical companies are located there. This industry creates jobs, 

thereby reducing the appeal of self-employment and entrepreneurship. Many of these jobs 

require specific skills like engineering, and this has made cities in the east of Saudi Arabia 

especially attractive to Saudis, given the convergence of diverse and highly educated 

people in this region (General Authority for Statistics, 2017).  

 

7.3.9 Business Sector 

 

Figure 7.20: Business Sectors 

Figure 7.20 represents the business sectors covered by this study, with 24.7% of the 

businesses falling within the service and other sectors, and 24.0% being classed as retail. 

Meanwhile, 7.4% of the businesses were classified as ‘construction’; 2.7% as 

‘agriculture’; 9.8% as ‘food and hospitality’, and 6.8 as ‘manufacturing’. The service 
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sector has become especially popular for business start-ups since enterprises in this 

category can be established with a relatively small amount of capital. Meanwhile, retail 

has become the second most popular choice for start-up owners, and this is probably 

encouraged by the fact that Saudi consumers favour traditional shopping over e-

commerce. Therefore, online shopping constitutes less than 8% of the Saudi retail market, 

according to a report by the Communication and Information Technology Commission in 

Saudi Arabia (CITC, 2017). 

 

7.4 Normality Test 

The Kolmogorov-Smirnov Test was used to identify whether or not the research data had 

been drawn from a normally distributed population. The results of the Test are presented 

in the Table below, clarifying that the level of significance (P-value) is greater than 0.05 

(P-value >0.05). This means that the data population demonstrated a normal distribution 

and so parametric tests would be used. 

 

Table 7.1: The Kolmogorov-Smirnov Test 

Dimensions   Statistic P-value 

Q.18 Personal factors  0.743 0.638 

Q.19 Entrepreneurial factors  0.739 0.646 

Q20. Enterprise factors 0.800 0.543 

Q21. Environmental factors – Economic perspective  0.501 0.963 

Q22. Environmental factors – Socio-cultural perspective  0.577 0.894 

Q23. Environmental factors – Political perspective  0.721 0.676 

Q24. Environmental factors – Infrastructural perspective  0.406 0.996 

Q25. Significant challenges for entrepreneurs, when deciding 
to close down a small business start-up 

0.724 0.671 

Q26. General agreement or disagreement  0.756 0.618 

Questionnaire Total 0.831 0.624 

Source: SPSS Analysis 
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7.5 Descriptive Analysis of Exploratory Barriers  

The following sections present the factors that constitute exploratory barriers to the 

survival of small start-up businesses. The questionnaire responses are recorded as mean, 

standard deviation, weighted mean, a sign test (a single sample T-test), and significance 

level; starting with individual barriers (personal and entrepreneurial perspectives) and 

then moving on to enterprise and environmental barriers (economic, political, socio-

cultural and infrastructural perspectives). This is followed by the challenges facing 

entrepreneurs during the start-up journey and their agreement or disagreement with 

statements concerning specific barriers.  

 

7.5.1 Individual Barrier Factors 

Individual barrier factors arise from the characteristics of individual entrepreneurs, such 

as age, gender and experience, or are generated by motivation, creativity, skills and risk-

taking, if looked at from an entrepreneurial perspective. 

 

7.5.1.1 Personal Perspective 

Table 7.2: Individual factors – Analysis of personal Perspectives  
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1 Gender of owner 2.04 1.399 40.8% -11.798 0.000* 

2 Age of owner 2.06 1.234 41.2% -13.099 0.000* 

3 Educational level of 
owner 2.45 1.423 49.0% -6.659 0.000* 

4 Number of hours 
invested 3.43 1.427 68.6% 5.214 0.000* 

5 Previous work 
experience 3.62 1.353 72.4% 7.863 0.000* 

6 Availability of capital 3.92 1.357 78.4% 11.611 0.000* 

*Mean is significantly different from 3 
Source: SPSS Analysis 
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Starting with personal factors, Table 7.2 shows that all these were significant, regardless 

of whether or not they represented a barrier. In response to the first item in the Table, 

‘Gender of owner’, the respondents ‘Strongly agreed’ that the owner’s gender had no 

effect on the success or failure of a business. Therefore, there was a negative response to 

this proposed effect of gender on the survival of small businesses in Saudi Arabia.  The 

respondents also ‘Strongly agreed’ with the item, ‘Age of owner’, indicating that age was 

insignificant to the failure of a small business. Therefore, the respondents perceived age 

to have no impact on the success or failure of small business start-ups in Saudi Arabia. 

Conversely, with regard to the item, ‘Number of hours invested’ 29.1% of the respondents 

believed this factor to be of extreme significance to the failure of a business, while 9.5% 

stated that it was only slightly significant in this respect, and 16.9% found it insignificant 

in this area. The mean for ‘Number of hours invested’ was 3.43, with a weighted mean of 

68.6%. Meanwhile, the T-test value amounted to 5.214, with a significance level of 0.000, 

which is less than .05. This means that the respondents ‘Agreed’ that the amount of time 

dedicated to running a small business start-up had a significant effect on its survival, thus 

indicating a positive response to this item.  

Similarly, with regard to the item in Table 7.2, ‘Past work experience’, 34.1% of the 

respondents believed it to be of extreme significance to business failure, while 9.8% stated 

that it was only slightly significant in this area, and 11.8% stated that it was insignificant 

in this respect. The mean for ‘Past work experience’ was calculated as 3.62, with a 

weighted mean of 72.4%. Meanwhile, the T-test value was 7.863, with a significance 

level of 0.000, which is less than .05. This means that the respondents ‘Agreed’ that ‘Past 

work experience’ had a significant effect on the survival of small business start-ups in 

Saudi Arabia. Therefore, the respondents gave a positive response to this item. 

With regard to the final item, ‘Availability of capital’, the respondents ‘Agreed’ that it 

was a factor that could impact on the success or failure of a business. Therefore, they gave 

a positive response to this item; supporting most of the previous studies on this topic, 

such as Storey (1994) and Cowling (2006). 
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7.5.1.2 Entrepreneurial Perspective 

Table 7.3: Individual factors – Descriptive analysis of Entrepreneurial Perspective  

*Mean is significantly different from 3 
Source: SPSS Analysis 

From an entrepreneurial perspective, Table 7.3 presents a number of items, beginning 

with ‘Lack of motivation’, whereby 21.3% of the respondents indicated that this was 

extremely significant to the success or failure of a business, while 13.2% considered it to 

be only slightly significant in this area, and 22.0% believed it to be of no significance. 

The mean for ‘Lack of motivation’ was 3.11, with a weighted mean of 62.2%. Meanwhile, 

the T-test value for ‘Lack of motivation’ was calculated as 1.320, with a significance level 

of 0.188. This is higher than .05, meaning that the respondents’ views on this item were 

neutral.  

It may be deduced that a lack of skills and interest, and an absence of risk-taking, as 

illustrated in Table 7.3, represent a positive barrier to the survival of small business start-

ups. However, surprisingly, responses to the items ‘Desire to maintain control’, ’Lack of 

need for achievement’, ‘Lack of creativity’, and ‘Lack of risk-taking’ exceeded the 

significance level of .05, meaning that the respondents expressed neutral opinions in 

response to these items.  

An interesting result of this current study was derived from the item, ‘Negative influence 

of the family’, whereby the respondents ‘Agreed’ that this had no significant effect on 
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1 Lack of motivation 3.11 1.454 62.2% 1.320 0.188 

2 Lack of skills 3.20 1.335 64.0% 2.612 0.009* 

3 Lack of interest 3.35 1.440 67.0% 4.199 0.000* 

4 Desire to maintain control 2.99 1.370 59.8% -0.085 0.932 

5 Lack of need for achievement 3.08 1.484 61.6% 0.940 0.348 

6 Lack of creativity 3.13 1.401 62.6% 1.567 0.166 

7 Lack of risk-taking 3.16 1.447 63.2% 1.888 0.060 

8 Negative influence of the 
family 2.75 1.538 55.0% -2.836 0.005* 
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business success. Therefore, the respondents gave a negative response to this item, which 

could be explained by the fact that entrepreneurs tend to work harder when their family 

not support them in achieving their dreams!  

 

7.5.2 Enterprise Factors: 

Enterprise factors are (internal/business) factors, which can be a direct barrier to small 

business survival. 

Table 7.4: Descriptive analysis of Enterprise Factors  
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1 Bad location 3.28 1.435 65.6% 3.361 0.001* 

2 Lack of market research 3.80 1.199 76.0% 11.444 0.000* 

3 Poor business planning 3.65 1.248 73.0% 8.893 0.000* 

4 Lack of technology use 3.09 1.350 61.8% 1.206 0.229 

5 Deficient management 3.41 1.348 68.2% 5.261 0.000* 

6 Customer issues 2.91 1.474 58.2% -1.104 0.271 

7 Supplier issues 2.92 1.468 58.4% -0.950 0.343 

8 Poor quality products or 
services 2.88 1.525 57.6% -1.410 0.160 

9 Partnership and teamwork 
problems 3.17 1.529 63.4% 1.901 0.058 

10 Lack of financial control 3.27 1.532 65.4% 3.035 0.003* 

*Mean is significantly different from 3 
Source: SPSS Analysis 
 
For the enterprise factors in Table (24), a ‘Lack of market research’ was cited as the 

primary barrier to small business survival, which is perhaps to be expected in a developing 

country like Saudi Arabia where start-up entrepreneurs tend to very little in marketing 

(CITC,2017). Wijewardena and Tibbits (1999), stated that one of the most contributing 

factor for small business survival is a niche marketing positioning strategy. Identifying 

and reaching a targeted consumer base boosts a company’s sales and the reverse is also 

true: if a company fails to reach its target audience, it can lose business. 
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‘Poor business-planning’ was the second biggest barrier to success for most of the small 

business start-ups studied, examined from an internal perspective. Without a clear 

strategy or forecast for the next three years, failure can be the outcome. 

Meanwhile, ‘Location’ was the most interesting barrier to small business survival in this 

context, where it was linked with the retail and service sectors. Since location is an 

important factor of business survival, e-commerce could potentially minimise the risk of 

failure. 

In contrast, ‘Lack of financial control was anticipated to be a major barrier to small 

business success in this study, especially when coping with liquidity constraints. 

Financial capital converts into many types of assets and resources, and so a lack of 

knowledge of how to distribute capital wisely can lead to the failure of a small business 

(Dunn and Cheastham, 1993). 

Another interesting factor was the ‘Lack of technology use’, whereby 18.9% of the 

respondents believed this to be extremely significant to the failure of small business start-

ups, while 17.9% perceived it as only slightly significant in this area, and 16.6% regarded 

it as completely insignificant. The mean for ‘Lack of technology use’ was 3.09, with a 

weighted mean of 61.8%. However, the significance level was calculated as 0.229, which 

is higher than .05; indicating that the respondents were neutral on this point. 

Interestingly, for ‘Poor quality products or services’, a mean of 2.88 was calculated from 

the participants’ responses; indicating that they did not believe poor quality of goods or 

services to be a potential factor of business failure. However, the level of significance 

was 0.160, which is higher than .05, thus indicating that the respondents held a neutral 

view of this item.  

The item, ‘Partnership problem’ elicited varying responses from the participants, 

beginning with 26.4% of the respondents expressing the view that this factor was 

extremely significant to business failure, while 24.3% regarded it as completely 

insignificant. Moreover, the mean for ‘Partnership problems’ was calculated as 3.17, with 

a weighted mean of 63.4%, and a T-test value of -1.901. The significance level proved to 

be 0.058, which is slightly higher than .05, thus indicating that the respondents’ opinions 

were slightly positive in this regard. 
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7.5.3 Environmental Factors 

In contrast, entrepreneurial factors are external factors, and in this study, they were 

classified according to four perspectives: economic, socio-cultural, political, and 

infrastructural. 

 

7.5.4.1 Economic Perspective 

Table 7.5: Environmental factors – Descriptive analysis of the Economic Perspective  
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1 Economic recession 3.75 1.340 75.0% 9.631 0.000* 

2 Drop in oil prices 3.19 1.414 63.8% 2.303 0.022* 

3 Entry of foreign investors 3.23 1.466 64.6% 2.695 0.007* 

4 Strict market conditions 3.68 1.384 73.6% 8.401 0.000* 

5 High level of local 
competition 3.66 1.230 73.2% 9.263 0.000* 

6 Difficulties in sourcing 
labour 3.77 1.438 75.4% 9.258 0.000* 

7 
Lack of financial support 
from banks and financial 

institutions 
3.67 1.450 73.4% 7.899 0.000* 

*Mean is significantly different from 3 
Source: SPSS Analysis 
 
From an economic perspective, the factors listed in Table 7.5 demonstrate that 

‘Difficulties in sourcing labour’ represent the main barrier to the survival of small 

business start-ups, according to the study participants, and this may be due to the Saudi 

Ministry of Labour’s strategies to reduce the national unemployment rate. These 

strategies have resulted in an astronomical increase in visa renewal fees for foreigners, 

amounting to over 1800% (MLSD, 2017).  Shockingly, large numbers of foreign workers 

have subsequently left the country, most of whom are blue-collar workers; making it 

extremely challenging to find replacements in the Saudi population, as Saudis are 

generally unwilling to work for the same wages as foreigners.  However, this result is 

inconsistent with Alsaleh (2016), who highlighted that obtaining visas for foreign workers 
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in Saudi Arabia is one of the main environmental challenges, pertaining to the regulations 

for SMEs. 

The second and third most common barriers to the survival of small business start-ups in 

Saudi Arabia, from an economic perspective, were found to be ‘Economic recession’ and 

‘Oil prices’. This became evident when oil prices dropped by 75% in 2016, accompanied 

by a fall in purchasing power from 3.51% in 2016 to -0.16% in 2017, accompanied by a 

higher rate of inflation (General Authority for Statistics, 2018).  Consumer awareness and 

a fear of buying have now become embedded in Saudi society, especially after the Saudi 

government put a stop on allowances for government employees for a period of eight 

months when the war against the Al Houthi began in Yemen in 2017. 

The barrier, ‘Strict market conditions’ and ‘High level of local competition’ produced 

very similar means of 3.68 and 3.66, respectively. The respondents believed these factors 

to be extremely significant to the failure of business start-ups, indicating a significance 

level of 0.000, which is less than .05. This means that the respondents ‘Agreed’ with the 

notion that strict market conditions and intense local competition had a significant effect 

on the failure of small businesses in their country.  

Lastly, the factor, ‘Lack of financial support from the government and banks’ was 

indicated by 41.9% of the respondents as extremely significant to the failure of small 

business start-ups, while 14.9% considered it to be of no significance. The mean 

calculated for ‘Lack of financial support from the government and banks’ was 3.67, with 

a weighted mean of 73.4%. Meanwhile, the T-test value for this lack of financial support 

amounted to 7.899, with a 0.000 level of significance, which is less than .05. This means 

that the respondents ‘Agreed’ that a lack of financial support from the government and 

banks had a significant effect on the failure of small business start-ups in Saudi Arabia. 

These results run parallel with those obtained by Daskalakis, Jarvis and Schizas (2013) 

and Cowling, Matthews and Liu (2017), who found that small businesses experienced 

unique difficulties when seeking to access financial capital from external resources. 
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7.5.4.2 Socio-cultural Perspective 

Table 7.6: Environmental factors – Descriptive analysis of Socio-Cultural 

Perspective  
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1 Lack of social networks 3.03 1.402 60.6% 0.415 0.679 

2 Lack of supportive national 
culture 3.01 1.349 60.2% 0.129 0.897 

3 Customs and traditions 2.66 1.407 53.2% 6.893 0.000* 

4 Social restrictions 2.66 1.414 53.2% 10.298 0.000* 

5 Lack of business reputation 3.09 1.514 61.8% 9.919 0.301 

*Mean is significantly different from 3 
Source: SPSS Analysis 

What is interesting from the above Table, however, is that in their responses to the factors, 

‘Custom and tradition’ and ‘Social restrictions’, the participants did not indicate them as 

barriers to small business start-ups, with a significance level of 0.000. Therefore, these 

may be considered as supportive factors in some way, since the respondents did not 

appear to view them as a barrier to the survival of small businesses in Saudi Arabia. This 

is in contrast with Al-Ghamri’s (2016) findings, which show a correlation between 

cultural concepts and the discontinuation of small businesses in the city of Jeddah in Saudi 

Arabia. Moreover, this finding differs from Arastis, Zandi and Bahmani’s (2014) 

outcomes, where tradition and social restrictions were cited as a possible barrier to the 

survival of small businesses in the Iranian context. The reason for this difference may be 

explained by an increasing openness in Saudi culture over recent years, especially 

following the conception of Saudi Vision 2030. Saudi Vision 2030 has therefore brought 

about an exciting positive transformation in Saudi society, culture and the economy, 

consequently inspiring some Saudis to be more supportive to small business start-ups. 

This has followed numerous government initiatives, aimed at facilitating the creation of 

start-ups as a means of helping to diversify sources of income, thereby increasing the 

contribution made by SMEs to the local GDP (Trusov, Buckin and Pauwels, 2009).  

The factor, ‘Lack of social networks’ was indicated by 26.4% of the respondents as 

extremely significant to the failure of small business start-ups in Saudi Arabia, while 
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14.2% of the sample considered it to be only slightly significant in this regard, and 21.6% 

considering it to be insignificant. The mean for ‘Lack of social networks’ was calculated 

as 3.03, with a weighted mean of 60.6%. Meanwhile, the T-test value for this factor was 

0.415, with a significance level of 0.679, which is higher than .05 and therefore points to 

a neutral opinion of this item amongst the respondents.   

Lastly, the factor, ‘Lack of business reputation’ also elicited a generally neutral opinion, 

since the T-test value was 9.919, with a significance level of 0.301, which is higher than 

.05. However, 25.3% of the respondents believed this factor to be extremely significant 

to the failure of small business start-ups in Saudi Arabia, while 13.9% regarded it as only 

being of slight significance to such failure, and 23.6% perceived it as completely 

insignificant.  

 

7.5.4.3 Political Perspective 

Table 7.7: Environmental factors – Descriptive analysis of Political Perspective 

 

*Mean is significantly different from 3 
Source: SPSS Analysis 
 

From a political perspective, the main barrier to the success of small business start-ups 

in Saudi Arabia appeared to be the ‘Cost of compliance’, with most Saudi governmental 

organisations imposing high registration/licencing fees on new businesses, thereby 

exerting a negative effect on the availability of capital. According to one World Bank 
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1 Saudi legislation and laws 3.50 1.452 70.0% 5.924 0.000* 

2 Cost of compliance 3.66 1.418 73.2% 7.954 0.000* 

3 Inadequate government 
planning 3.29 1.399 65.8% 3.614 0.000* 

4 Insufficient social support 
from the government 3.56 1.481 71.2% 6.516 0.000* 

5 Restrictions on imports and 
exports 3.04 1.476 60.8% 0.512 0.609 
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Report 2018 (Doing Business, 2018), at the Ministry of Commerce and Industry alone, 

the commercial registration charge for starting a business was SAR 1,200, with a further 

SAR 2,000 for membership of the Chamber of Commerce, and SAR 500 to subscribe to 

the corresponding e-magazine. The total cost is approximately equivalent to USD 1000 

(Doing Business, 2018). 

In addition, from a political perspective, another interesting finding was the second most 

common barrier, namely ’Insufficient social support from the government’, which 39.5% 

of the respondents believed to be extremely significant to the failure of small business 

start-ups, while 7.8% considered it to be only slightly significant in this respect, and 

16.6% did not consider it to be of any significance at all. The mean for ’Insufficient social 

support from the government’ was calculated as 3.56, with a weighted mean of 71.2%. 

Moreover, the T-test value of this factor amounted to 6.516, with a significance level of 

0.000, which is less than .05. This indicates that the respondents ‘Agreed’ that the lack of 

social support from the Saudi government had a significant effect on the failure of small 

business start-ups in the Kingdom and therefore, their opinion on this item was positive.  

Lastly, the respondents believed that ‘Saudi legislation and laws’ represented a definite 

barrier to the survival of small business start-ups in the Kingdom, which could be 

attributed to the lack of clarity in many of the corresponding regulations, especially as 

they were drafted several decades ago, making them difficult to apply in the contemporary 

context. Most Saudi government departments add further restrictions, instead of 

minimising them. An example of this can be seen from the Ministry of Municipalities, 

where the regulation on “enough space to work” in a café fails to provide any specific 

dimensions. This has given rise to many debates over what constitutes the ideal working 

area in a café. 
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7.5.4.4 Infrastructural Perspective 

Table 7.8: Environmental factors – Descriptive analysis of the infrastructural 

perspective  
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1 High level of bureaucracy 3.73 1.383 74.6% 9.077 0.000* 

2 Difficulties in accessing 
technology 3.07 1.389 61.4% 0.878 0.380 

3 Lack of information 3.69 1.289 73.8% 9.157 0.000* 

4 Lack of awareness of 
national systems and rules 3.39 1.363 67.8% 4.903 0.000* 

5 Lack of skilled labour 3.90 1.350 78.0% 11.408 0.000* 

6 Poor education system 2.91 1.368 58.2% -1.105 0.270 

7 Lack of agency support 3.60 1.418 72.0% 7.297 0.000* 

*Mean is significantly different from 3 
Source: SPSS Analysis 

It may be noted from Table 7.8 that the infrastructure in Saudi Arabia was considered by 

the respondents to be a huge barrier to the survival of small business start-ups, combined 

with the economic and political perspectives. The main factors cited included ‘Lack of 

skilled labour’, ‘High level of Bureaucracy’, ‘Lack of information’, and ‘Poor agency 

support’. 

The factor, ‘Lack of skilled labour’ scored the highest mean, with 45.9% of the 

respondents believing this to be extremely significant to the failure of small business start-

ups in Saudi Arabia, while 11.5% regarded this as insignificant, with a significance level 

of 0.000.  However, this result is to be expected, since the respondents ‘Agreed’ that the 

lack of skilled labour led to business failure. This issue arose after the Ministry of Labour 

imposed restrictions on foreigners obtaining work visas, which led to a shortage of skilled 

labour, and a subsequent rise in salaries that many business start-ups were unable to 

afford, given that they were still in the early stages of their operation. 

The factor, ’High level of bureaucracy’ was also held by 41.2% of the respondents to be 

extremely significant to the failure of small businesses, while 9.8% perceived it to be only 

slightly significant in this area, and 11.5% considered it to be completely insignificant. 
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The mean for this factor was 3.73, with a weighted mean of 74.6%. Meanwhile, the T-

test value for ‘High level of bureaucracy’ was 9.077, with a significance level of 0.000, 

which is less than .05. The respondents therefore appeared to have a positive opinion on 

this item.  

The factors, ‘Lack of information’ and ‘Lack of agency support’ indicated that the 

respondents generally believed these shortcomings to be of extreme significance to the 

success or failure of small business start-ups in Saudi Arabia, with a significance level of 

0.000. This means that the respondents’ view was positive.  These results correspond with 

those derived by Alsaleh (2016) in a study that ranked a lack of information as the fifth 

most important factor in reducing SME performance under the regulatory environmental 

component. 

 

7.6 Biggest Challenges from the Entrepreneurial Perspective 

Table 7.9: Challenges for entrepreneurs when closing down their businesses 

*Mean is significantly different from 3 
Source: SPSS Analysis 

It may be noted from Table 7.9 that difficulties in accessing financial support, a lack of 

skilled labour, government regulations, and a lack of experience correspond to the 
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1 No previous experience 3.54 1.262 70.8% 7.372 0.000* 

2 No interest in business venture 2.97 1.476 59.4% -0.354 0.723 

3 Competition from foreign 
workers 3.52 1.428 70.4% 6.226 0.000* 

4 Fear of failure 3.67 1.299 73.4% 8.814 0.000* 

5 Difficulties in sourcing 
financial support 3.94 1.255 78.8% 13.187 0.000* 

6 Difficulties in sourcing skilled 
labour 3.91 1.334 78.2% 11.673 0.000* 

7 Difficulties with government 
regulations 3.84 1.293 76.8% 11.189 0.000* 
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participants’ previous responses, although it should also be highlighted that experience 

was not cited as the primary barrier. Instead, the three main challenges were indicated as: 

• Difficulties in sourcing financial support. 

• Difficulties in sourcing skilled labour 

• Government regulations.  

One of the most interesting factors here was ‘Fear of failure’ with 33.8% of the 

respondents believing this to be extremely significant to the failure of small business start-

ups in Saudi Arabia, while 23.3% considered it to be only of slight significance, and 4.7% 

regarding it as completely insignificant. The mean for this factor was 3.52, with a 

significance level of 0.000, which shows that the respondents ‘Agreed’ that it had a 

significant effect on such business failure.  This result corresponds to the GEM Report 

2017/2018, which revealed that Saudi Arabia was characterised by a greater fear of failure 

than the rest of the region: 39.43%, compared to 36.07% (GEM, 2017). 

 

7.7 Agreement/Disagreement Statements 

Table 7.10: Agreement/disagreement statements  
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1 I don’t enjoy the early stages 
of building a business 2.30 1.333 46.0% -9.073 0.000* 

2 I don’t enjoy the long-term 
management of a business 2.35 1.315 47.0% -8.445 0.000* 

3 I don’t like working 2.01 1.147 40.2% -14.901 0.000* 

4 
I can’t predict or adapt to 
changing environmental 
circumstances 

2.99 1.289 59.8% -0.180 0.857 

5 I find the process of starting a 
business very daunting 3.23 1.343 64.6% 2.942 0.004* 

6 
If I had worked harder, my 
business could have 
succeeded 

3.10 1.459 62.0% 1.235 0.218 
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7 I cannot take investment risks 2.75 1.325 55.0% -3.290 0.000* 

8 We don't strive to be the first 
to make products available 2.56 1.313 51.2% -5.709 0.000* 

9 We don't engage in novel 
marketing techniques 2.58 1.363 51.6% -5.330 0.000* 

10 We can't go to any lengths to 
meet customer requirements 2.43 1.271 48.6% -7.682 0.000* 

*Mean is significantly different from 3 
Source: SPSS Analysis 

The purpose of this section is to validate all the questionnaire responses, with a few 

general positive and negative sentences to measure the entrepreneurs’ overall responses.  

In Table 7.10, one interesting statement is ‘I don’t like working’, with which the 

participants mostly ‘Disagreed’, thereby indicating that they generally enjoyed working.  

Furthermore, the respondents did not ‘Agree’ with the statements, ‘I don’t enjoy the early 

stages of building a business’, ’I don’t enjoy the long-term management of a business’, ‘I 

cannot take investment risks’, ‘We don't strive to be the first to make products available’, 

‘We don't engage in novel marketing techniques’, and ‘We can't go to any lengths to meet 

customer requirements’. The responses to these statements were in fact highly significant 

and negative. 

Conversely, the respondents were of the view that ‘Starting a business is very daunting’, 

expressing a significant, positive opinion of this item. Other items, such as ‘I can’t predict 

or adapt to changing environmental circumstances’, ‘If I had worked harder, my business 

could have succeeded’ did not generate a significant result and the respondents appeared 

to be neutral on these points. 

 

7.8 Summary 

This chapter has analysed 48 factors that serve as a barrier to the survival of small business 

start-ups in the Saudi context, along with the challenges cited and responses to 

agree/disagree statements, in order to validate the questionnaire responses. Firstly, a 

descriptive analysis was conducted, using the entrepreneurs’ demographic characteristics. 

An exploratory descriptive analysis factor was then applied to the individual (personal or 
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entrepreneurial), enterprise, and environment (economic, political, socio-cultural and 

infrastructural). Items were also included in the form of statements about the challenges 

encountered by small business start-ups in the current context and agree/disagree 

statements to strengthen the results. In the following Table, the top 20 barriers are listed 

in descending order of the average mean calculated for each failed entrepreneur: blue 

indicates the individual barriers, green indicates the enterprise barriers, and red indicates 

the environmental barriers. 

Table 7.11: The most important barriers based on the respondents’ perspectives 

Barriers Mean Significance Std. 
Deviation Rank 

Personal – Availability of capital 3.92 0.000* 1.36 1 

Infrastructural – Skilled labour 3.90 0.000* 1.35 2 

Enterprise – Marketing 3.80 0.000* 1.20 3 

Economic – Sourcing labour 3.77 0.000* 1.44 4 

Economic – Recession 3.75 0.000* 1.34 5 

Infrastructural – Bureaucracy 3.73 0.000* 1.38 6 

Infrastructural – Lack of information 3.69 0.000* 1.29 7 

Economic – Strict market 3.68 0.000* 1.38 8 

Economic – Financial support 3.67 0.000* 1.45 9 

Economic – Competition 3.66 0.000* 1.23 10 

Political – Compliance 3.66 0.000* 1.42 11 

Enterprise – Planning 3.65 0.000* 1.25 12 

Personal - Experience 3.62 0.000* 1.35 13 

Infrastructural – Agency support 3.60 0.000* 1.42 14 

Political – Government support 3.56 0.000* 1.48 15 

Political - Legislation and laws 3.50 0.000* 1.45 16 

Personal – Number of hours invested 3.43 0.000* 1.43 17 

Enterprise - Management 3.41 0.000* 1.35 18 

Infrastructural – Lack of awareness 
of national systems 3.39 0.000* 1.36 19 

Enterprise – Financial control 3.35 0.000* 1.44 20 
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The ‘Challenges’ section was intended to validate the previous responses and it may be 

noted that there is a strong link between the barriers to small business survival mentioned 

by the failed entrepreneurs, and the obstacles highlighted by these entrepreneurs. 

However, interestingly, fear of failure scored 41.90%, which supports GEM (2018) data 

on Saudi Arabia. 

Table 7.12: Biggest challenges to business survival based on the participants’ 

perspectives 

Barriers Mean Significance Std. Deviation Rank 

Financial support 3.94 0.000* 1.23 1 

Difficulties in sourcing skilled 
labour  3.91 0.000* 1.33 2 

Government regulations 3.84 0.000* 1.29 3 

Fear of failure 3.67 0.000* 1.30 4 

Experience 3.54 0.000* 1.26 5 

Foreign workers 3.52 0.000* 1.43 6 

 

Presented below is a graph of the average means for the primary barriers to small business 

start-up survival in Saudi Arabia, according to the responses given by the current study 

participants. 
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Figure 7.21: Highest means for barriers to small business start-up survival  

 

This chapter analysed 48 factors that serve as a barrier to the survival of small start-up 

business in the Saudi context. It can be seen that the environmental perspective is the 

biggest barrier to the start-up survival. The next chapter outlines the qualitative method 

applied in this study; this being the second stage of a sequential mixed-methods approach. 
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Chapter 8: Qualitative Data Analysis 

8.1 Introduction 

The aim of this chapter is to obtain new and deeper insights into the survey data, in order 

to gain a richer understanding of the issue (Tashakkori and Teddlie, 2003; Creswell, 

2007). This will provide more in-depth information so that the barriers leading to the 

failure of small start-ups can be investigated. Semi-structured interviews were conducted 

with 15 interviewees. Ten of these interviewees were owners of small business start-ups 

in Saudi Arabia, while the other five were senior government officers and experienced 

businessmen. The interviews were conducted after carrying out and analysing the results 

of the quantitative survey.  

In the summer of 2017 (April-July), the researcher analysed the data, thereby identifying 

the main factors in small business start-up failure in Saudi Arabia. Later (November- 

December 2017), the researcher conducted semi-structured interviews, recorded with the 

interviewees’ approval. Two of the interviewees refused to be recorded for personal 

reasons. Audio-recording interviews is very helpful in terms of capturing everything that 

has been said (Creswell, 2005). Each interview took around 45 to 90 minutes. Once all 

the questions in the prepared interview guide had been answered and discussed, the 

interview was ended by the researcher. The interviews were conducted successfully, 

probably because the researcher had scheduled them within a suitable timeframe. 

All the interviewees were pleased to participate, except for one, who was exhausted after 

a busy day, and this was one of the most critical interviewees. A randomly translated 

sample of these interviews can be found in Appendix VII, presented in both languages 

for the purpose of comparison. The interview questions were derived from an analysis of 

the questionnaire data. In order to minimise bias, the researcher provided space for 

interviewees to add any unmentioned barriers to small start-up survival, so that any 

unidentified barriers could be captured.  

The purpose of using explanatory sequential mixed methods in this study was to be able 

to formulate a convincing explanation of the barriers to business success in the study 

context (Tashakkori and Teddlie, 2003; Creswell, 2005). The rationale for combining 

quantitative and qualitative data is to triangulate information for a robust analysis, thus 

benefiting from the strengths of each method. Furthermore, the use of mixed methods 

will increase the validity of the findings, ensuring a deeper and broader understanding of 
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the subject than is possible through studies involving a single method (Green, Caracelli, 

and Graham 1989; Miles and Huberman, 1994; Green and Caracelli, 1997; Tashakkori 

and Teddlie, 1998; Creswell and Clark, 2007). Another benefit of using mixed methods 

is the facility to integrate components, which will give the reader more confidence in the 

findings and the conclusions drawn from the research (O’Cathain, Murphy, and Nicholl, 

2010). Conversely, the limitations of this design are its time-consuming nature and the 

feasibility of being able to collect and analyse both types of data.  

In this chapter, analysis is conducted in three different categories: individual, enterprise, 

and environmental. These are coordinated with the study objectives and the research 

framework. 

 

8.2 Interview Sampling 

As mentioned above, a sequential mixed method approach was selected in this study. The 

unsuccessful small-scale entrepreneurs who were interviewed were selected using a 

snowball sampling technique. Regarding the government officials and businessmen, the 

sample was specifically chosen by the researcher for their awareness and knowledge of 

barriers to success for small businesses. Randomised selection would have been of no 

benefit to this qualitative study, since the researcher was not seeking a randomly 

distributed sample across a population. The purpose of using a qualitative research 

method as a second phase in this study was to provide rich, detailed explanations of the 

barriers to the success of entrepreneurial start-ups. These could comprise some unique 

experiences, narrated by previously unsuccessful entrepreneurs, successful entrepreneurs, 

and senior government officials, who are experts in the area of small business start-ups 

in Saudi Arabia (Moustakas, 1994; Suri, 2011; O’Reilly and Parker, 2013). 

Regarding the results of this research, 72% of the codes and themes were identified in six 

interviews with successful and unsuccessful entrepreneurs. Once ten interviews had been 

conducted with successful and unsuccessful entrepreneurs, 90% of the codes/themes were 

identified. The rich data provided by the participants helped build the themes and helped 

to reach saturation point. Saturation point is reached when further interviews fail to 

provide any new themes or ideas. The interviews were conducted face-to-face by the 

researcher, according to a pre-arranged schedule. The interview venue was determined 

according to the interviewees’ preference. Most of the interviews took place in the 

interviewees’ workplaces, while others took place in a coffee shop. During each 
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interview, the researcher engaged with the interviewee, paid close attention to the 

interviewee’s responses, and maintained eye contact. 

After conducting all the interviews in Arabic, the researcher transcribed them verbatim 

and they were then translated into English. These translations were subsequently 

reviewed by bilingual Arabic and English speakers amongst the researcher’s academic 

peers in Brighton to check their accuracy and meaning. The researcher analysed the data 

manually to enrich the findings and familiarise himself with the data. In the process, he 

also verified the data’s credibility, transferability, dependability, and confirmability for 

trustworthiness (Lincoln and Guba, 1985). 

Table 8.1 Demographic characteristics of the study participants 

Demographic characteristics  

Age 

    Range 

    Average age of participants  

          Male  

          Female 

36.8 average age 

26 to 62 years 

 

 38.67 years 

 29.33 years  

Marital Status 

     Married 

     Single 

     Divorced 

 

47% 

53% 

0% 

Education 

   Diploma 

   Bachelor’s 

   Master’s 

   PhD 

 

27% 

33% 

20% 

20% 

Employment Status  

    Full-time 

    Part-time 

    Part-time with another job 

    Part-time with another business 

    Unemployed 

 

40% 

7% 

33% 

7% 

13% 
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The above table provides a brief statistical summary of the interviewees’ demographic 

characteristics. The average age of the interviewees was 36.8 years, corresponding to the 

percentage age range, 30 to 39 years (47.7%). In terms of marital status, almost half the 

sample were married, half were single, and none were divorced.  Meanwhile, 33% of the 

interviewees held a bachelor’s degree, 20% held a Master’s degree, and 20% held a PhD. 

Regarding employment status, a large percentage of the sample were in full-time 

employment (40%), with 33% working part-time with another job. 

The table below is a summary of the interviewees and their business field. 

Table 8.2: An overview of the 15 interviewees 
Interviewees  Business field Initials   Where Duration 

The vice governor of the authority of 
SME 

Head D.S. At his office 30 min 

Consultant in the authority of SME Consultant D.G. At his office 30 min 
The Dolany Institute Consultant D.K. At his office 1 hour 
The Riyadh Institute Head M.K. At his office 1 hour 
Senior businessman IT and 

constructions 
A.S. At his office 35 min 

Entrepreneur interviews     
Successful entrepreneur E-commerce M.D. Cafe 1 hour and 

20 
Successful entrepreneur IT and security A.R. At his office 1 hour 

Successful entrepreneur Training and 
development 

N.D. Cafe 1 hour and 
20 min 

Successful entrepreneur Games A.H. At his booth 35 min 
Successful entrepreneur Catering O.A. Cafe 35 min 

Failed entrepreneur Catering T.M. Cafe 1 hour 
Failed entrepreneur Training and 

development 
A.M. Cafe 1 hour 

Failed entrepreneur E-commerce M.S. Cafe 40 min 
Failed entrepreneur Construction M.A. Cafe 45 min 
Failed entrepreneur Fashion N.B. On the 

phone 
40 min 

Total 15 Interviews 
 
Figure 8.1 is a summary of the qualitative post-interview themes and sub-themes 

regarding barriers. A red box indicates that it is not a barrier, while a green box indicates 

it is a barrier. Storey (1994) mentions that it is rare to find a single barrier as a cause of 
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business failure; in the same vein, barriers, in general, overlap one another. A red line 

indicates that there is a relation between barriers. 

 
 

Figure 8.1: Summary of Barriers 
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The findings presented in figure 8.1 are organised into three categories (individual, 

enterprise, and environment), consistent with the aims and objectives of the study and the 

framework. The categories represent factors on the micro, meso, and macro levels. As 

mentioned in chapter 5, forty-eight barriers were influenced by the literature review  

(Bolton Report, 1971; Westhead, Storey and Cowling, 1993; Storey, 1994; Lussier, 1995; 

Westhead and Storey, 1996; Watson, Hogarth-Scott and Wilson, 1998; Mazzarol et al., 

1999; Cowling, 2006; Cressy, 2006; Xiao, 2007; Ooghe and Prijker, 2007; Cowling, 

2008; Davidsson, Achtenhagen and Naldi, 2010;  Alfaadhel, 2010; Wennberg, Wiklund, 

DeTinne, and Cardon, 2010; Cardon, Stevens and Potter, 2011; Ahmad, 2012; Khan, 

2013; Xiao, Larson and North, 2013; Hyder and Lussier, 2015; Alsaleh, 2016; Amoah, 

2016; Jenkins and Mckelvie, 2016). Based on the quantitative phase, participants 

highlighted forty-three possible broad barriers to survival, while in the qualitative phase 

the researcher explored the reasons behind these barriers among all parties (SME 

government officials, a senior businessman, failed entrepreneurs, and successful 

entrepreneurs). 

The aim of this chapter is to contribute to the current literature, and to fill the research 

gap, by outlining the barriers that affect the survival of small start-up businesses. As 

previously mentioned in chapter 5, most studies focus narrowly on either external or 

internal factors, rather than offering a broader analysis on three levels. This study 

contributes to previous research with broadness and more comprehensiveness in the 

understanding of external factors (economy, political, socio-culture, and infrastructure).  

The second contribution is the addition of individual factors, which are rarely considered 

in previous studies (personal traits and entrepreneurial traits). The third contribution is 

adding to the available literature and filling the research gap by providing factors/barriers 

that affect small start-up business survival in a holistic manner, and exploring the three 

separate levels (individual, internal, and external).  
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Figure 8.2: Summary of Interview Participants 
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Figure 8.2 summarises the qualitative factors that were absorbed directly or indirectly 

from the interviewees. It was calculated using the average from each group of 

interviewees. The researcher used five level measurements from one to five: one, not a 

barrier to small start-up survival; two, it could be a barrier; three, neutral; four, possible; 

five, yes, it is a barrier to small start-up survival.  

For example, five interviewees were failed entrepreneurs, three of whom stated that 

gender is not a direct barrier (1 point on the researcher’s scale), while one of them stated 

that it is possibly a barrier (4 on the researcher’s scale), and one of them had a neutral 

opinion (3 on the scale). Thus 1+1+1+4+3 = 10; this is then divided by 5 to get the 

average, which is 2 points. Two points is lower than the average (three), which indicates 

that gender is not a barrier, according to a majority of the interviewees. 

The idea behind the interviewee overview diagram is to simplify the qualitative results 

for the audience, who are not concerned with the details. However, the idea behind the 

qualitative analysis is to investigate and explore behind the scenes; for that reason, this 

diagram does not contribute to the qualitative analysis in general. 

 

8.2 Individual Barriers 

It has been argued that individual (personal/entrepreneurial) characteristics might be a 

critical barrier to small start-up business survival (Cowling et al., 2004). In chapter 7, the 

quantitative results highlighted significant barrier factors from both personal and 

entrepreneurial perspectives in the context of Saudi Arabia, which are: 

• Personal: dedicated hours, experience, and availability of capital. 

• Entrepreneurial: lack of skills, interests, and level of risk tolerance. 

Below, all the themes and sub-themes generated from the interviews are discussed, 

whether each is a barrier or not.  

 

8.2.1 Personal Barriers 

8.2.1.1 Gender  

The summary chart of interviewees (figure 8.2) shows that most interviewees agreed that 

gender is not a barrier to survival in the context of SA. 
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It could be argued that most countries (both developed and developing) tend to have more 

male self-employed people and entrepreneurs than female. In terms of gender in 

developed countries, Cowling (2010: p.16) mentions in his study that “Differences in 

culture across countries tell most of the story about gender differences in quantity and 

quality of self-employment.”  

During the interviews, a majority of the respondents stated that they believe that gender 

is not a barrier for business survival, except for two interviewees.   

When the researcher asked the vice governor of SME regarding whether gender makes 

any difference, he replied: “Male or female does not make any difference because the 

procedures are the same.” 

Two interviewees thought that gender could be an indirect barrier for entrepreneurial 

women. They thought that women could suffer from gender segregation. This was 

mentioned by a failed female entrepreneur (T.M.): 

Most of the ministries have women sections; the issue is that woman sections are 

linked to the male (main) ministries. If they face an issue, the women sections in 

most ministries cannot solve it without contacting the main ministry, which is 

controlled by men. 

Another male participant (D.G.) had a different point of view; he commented: “Women 

in Saudi Arabia do not have absolute freedom to work late nights. They also have a huge 

family responsibility compared to men.” 

One of the male failed entrepreneurs (M.S.) contributed by saying:  

The Saudi government these days has made tremendous positive changes. 

Actually, I cannot believe what is happening right now, it is happening that fast! 

I never thought women could do business like men. I feel that women are being 

supported more than men in Saudi society. 

These results are consistent with those of Cowling (2010), who found that men have a 

higher rate of business ownership in most Western developed countries, and in 

developing countries as well; however, this does not mean that women have more barriers 

compared to men. 
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8.2.1.2 Education  

There are debates about whether level of education can play a role in business survival 

(Storey, 1994; Lussier, 1995; Cowling, 2000; Cowling, 2010). In this study, a majority of 

the interviewees agreed that education level is not a barrier to business survival, as there 

are many success stories of billionaires who did not complete college globally and locally. 

M.D. stated: “Yes, education might be helpful, but it does not mean if you are more 

educated you will survive; most rich people have a bachelor’s degree or lower.” 

A.S. supported the suggestion that education is not a barrier, stating:  

The Alrajhi brothers became one of the wealthiest families in the Arab nations, 

they are not educated, and they created the biggest Islamic bank in the world, the 

Alrajhi bank! 

There are several high-profile examples of qualifications proving pointless if the aim is 

to start a business; for instance, Bill Gates, Steve Jobs, and Michael Dell, all of whom 

dropped out of college. However, education can enhance entrepreneurial skills and enable 

entrepreneurs to address future challenges with running start-ups (Storey and Greene, 

2010; Cowling, 2010).  

 

8.2.1.3 Commitment 

Figure 8.2 presents a summary of the barriers noted by interviewees; it can be seen that 

dedicated hours/commitment are the most significant personal barriers to survival.   

Several interviewees (such as M.D., N.D., T.M., and M.S.) agreed that number of hours 

spent on a project has a huge effect; spending few hours, it could be argued, could lead 

to failure.  

M.D., a successful entrepreneur (e-commerce), commented: 

If you do not give your small start-up business special attention and care, working 

double the private sector regular hours, you cannot succeed. Most failed 

entrepreneurs are government sectors employees who have fewer working hours 

than in the private sector, and they believe by opening a small business they will 

generate another source of income, but actually, they create another source of 

expenses. 
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N.D., also a successful entrepreneur, commented: “If you do not spend at least 14 hours 

per day working at your start-up business for the next three years, it will not succeed.” 

To sum up, according to interviewees, specifically successful entrepreneurs, and 

government officials, as well as a senior businessman, having dedicated hours is a positive 

factor for small start-up business survival; as such, businesses require exceptional care 

during their early stages.  

 

8.2.1.4 Experience 

Experience has inspired huge debate among scholars and practitioners (Storey, 1982; 

Ronstadt, 1988; Westhead, Storey, and Cowling, 1994; Arasti et al., 2014). A majority of 

interviewees agreed that experience is effective for business survival; at the same time, 

not having sufficient experience might lead to business failure.  

One interviewee (M.A.), a failed entrepreneur (construction sector), mentioned that:      

Two third of Saudi’s are youth generation, we can’t expect all of them to have 

experience before opening their business; you can see that the unemployment rate 

is 12%, and the majority of bachelor degree graduates are without a job. Yes we 

have a huge gap, and we have to encourage young people to start a business, even 

though they might suffer from a lack of experience; it’s better than waiting for a 

job for years, and it might be better to taste failure now rather than later! No 

success without failure. 

A representative of an official government soft support institution, Dolany (D.K.), 

commented: 

The greatest problem in the Arab world is the “ego” because we, as Arabs, believe 

that we are the most intelligent and experienced people so that we do not ask for 

a consultation. I will mention three main reasons that lead to failure. At the 

beginning of small enterprises, there are:  

• Lack of qualified personal experience to manage the enterprise. 

• Lack of resources to start the enterprise.  

• Failure to ask experienced people for proper advice. 

Businessman A.S. supports the suggestion that experience is an essential ingredient for 

business success: 
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The Alrajhi brothers, yes they were not educated, but they have created the biggest 

Islamic bank in the world, how? They were working in currency exchange for 

foreigners during pilgrimages in the 1930s. 

To sum up, having a good knowledge of how a sector operates might be a positive survival 

factor for small start-up businesses. Burt (1995) states that detailed knowledge allows 

entrepreneurs to develop a clear road map that serves to legitimise the start-up and help 

in identifying ‘structural’ holes. 

 

8.2.1.5 Personal Capital  

A majority of studies mention the necessity of capital for small start-up businesses 

(Cowling and Mitchell, 2003; Daskalakis, Jarvis, and Schizas, 2013; Cowling, Matthews, 

and Liu, 2017). It is the lifeblood of any business; a small business needs “cash liquidity” 

to cover essential assets such as store rent, decoration, machinery, and vehicles. This can 

be called the “working capital” necessary to start operating a business. 

The issue with Saudi regulations is that business owners have to spend from their working 

capital to be eligible to start. A municipal licence fee and any requirements needed for 

the place of business must be paid, as well as ministry of commerce registration fee, 

ministry of labour fees, civil defence requirements and license fees, and an up-front six-

month rental payment for a place of work, plus a deposit. In most developed countries, 

such as the UK and the USA, the government receives their earnings from business 

income (tax); in Saudi Arabia it is the reverse. Cosh et al. (2004) state that the estimated 

average cash liquidity used to start a business in the UK is £7500. In Saudi Arabia £7500 

is barely enough for an upfront six-months’ rent payment; then around £2000 for 

governmental licensing costs is also needed. This means £9500 spent from the capital 

investment before paying anything for small business assets. Also, Saudi banks do not 

lend to small businesses at all, which creates more financial difficulties for small start-up 

entrepreneurs. Entrepreneurs can either apply for the financial fund from the Social 

Development Bank, or from internal sources such as personal savings, home mortgages, 

credit cards, or gifts, loans, or equity from family and friends (Fraser, 2009). 

M.A. illustrated an important point: 

I am a business graduate, I had a wonderful business idea, I went to the Riyadh 

Institute, they provide financial support… they liked my idea, but unfortunately, I 
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am not qualified for a loan as I have a full-time job! Their roles/mechanisms need 

to be updated; in order to be qualified, I have to be unemployed! What about if I 

did not survive? If you are a hard worker and have a job, you are not qualified, 

but if you are lazy and unemployed, you are! 

A.M., a failed entrepreneur, highlighted the issue of insufficient personal capital for 

starting a business: 

I have started a training and development business; I have sufficient customers; 

the issue, as for any small start-up business, is you need cash to burn in the first 

years, and banks in Saudi do not lend money to start-ups, even if you show them 

you are generating income. 

One of the consultants in Dolany (a soft support institution), D.K., mentioned that the 

government are aware of the capital issue: 

The government believes that lack of funding is one of the most important reasons 

for small start-ups, while young people have different points of view and they rank 

lack of funding as the fourth reason. There are four reasons, according to the 

ranking of young people: 

One: bureaucracy and complex government procedures 

Two: weakness of their personal skills 

Three: absence of adequately trained labour in the market 

Four: lack of funding. 

D.K. clarified that lack of funding is an extreme issue, however there are other issues that 

need the full attention of policymakers in Saudi Arabia.  

Unfortunately, the mechanism of government hard support for entrepreneurs, the Social 

Development Bank, is based on their employment status. This is unfair to dedicated, 

employed entrepreneurs, who have shown success in their enterprises. 

To sum up, previous empirical studies have found that lack of availability of capital can 

be a constraint on individuals in regards to starting a venture (Storey and Greene, 2010), 

and this is confirmed by the current study. 
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8.2.2 Entrepreneurial Barriers 

8.2.2.1 Skills 

One of the most significant entrepreneurial barriers is a lack of skills; without the 

appropriate skills, entrepreneurs will find it hard to survive in their start-up business. 

The representative of the Dolany Centre (D.K.) commented as follows:  

An essential theory in the world is “Four Legs”, that any table (business) has four 

legs (aspects) which are technical, financial, management, and marketing 

aspects... A lack of the skills necessary to running a business is the biggest reason 

for the failure, for the reason that many entrepreneurs are familiar with only one 

of these aspects and doesn’t know a lot about the other three aspects. 

D.K. mentioned that some entrepreneurs might be good at programming, but might be 

weak in regards to marketing, management, and finance; for that reason, their business 

will not succeed. 

Consistent with D.K.’s comments, T.M., a failed entrepreneur, described how she is very 

skilled in roasting speciality coffee; however, she was not skilled in financial, 

management, and marketing aspects, which led to the failure of her start-up business. 

When we questioned T.M. what strategies she used in pricing, she responded: “by 

guessing if it’s a new product, and if it’s a roasted coffee, I copied competitors’ prices 

and went lower by a few Riyals!” T.M. is a good example of an unemployed person who 

received hard support from the Social Development Bank even though she does not have 

any business background and had not studied business. 

Storey and Greene (2010: 296) raise a question: “It is that the managerial requirements 

of managing a start-up business – possibly without any employees- are very different from 

those of managing either a large business or a smaller?”  Their answer is that often 

business success is linked to managerial skills. 

 

8.2.2.2 Motivation 

The expression ‘pulled’ vs ‘pushed’ in regards to the motivational desire to start a 

business has been used often in the literature (Brodie and Stanworth, 1998; Buttner and 

Moore, 1997; Gray, 1994; Hamilton, 1987). The ‘pull’ is associated with a strong internal 

desire such as personal freedom, independence, personal satisfaction, wealth creation, 
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and a flexible schedule. The ‘push’ is associated with a strong external desire for negative 

reasons. 

Several interviewees (such as T.M., A.M., N.D., and M.A.) agreed that motivation is a 

crucial ingredient for small start-up business survival. One of the SME consultant 

representatives (D.S.) said: 

Motivation is like driving too fast: if you are in the right direction, you will arrive 

quickly, but if you are in the wrong direction, you will be far away from your goal! 

The Vice Governor of SME stated the importance of motivation as a positive factor: 

“Without motivation, the entrepreneur will achieve nothing!” 

N.D., a successful entrepreneur, said: “if you are passionate and motivated to do the work 

you like, and thirsty for success, you will succeed.” 

In conclusion, starting a business can involve either push or pull motivational desires. 

However, several studies have found that motivation might have an ‘indirect’ impact on 

business survival (Wiklund and Shepherd, 2003).  

 

8.2.2.3 Risk Tolerance 

One of the concerns of both failed entrepreneurs and successful entrepreneurs is how fast 

entrepreneurs adapt to the market, since market change is tremendously fast; it’s about 

“willingness to commit”. It is crucial to adapt to and be updated on the newest market 

trends, and drives to their sectors, otherwise small business owners will find themselves 

out of the race. 

M.D., who is a very successful entrepreneur in a high-tech company, commented: 

If the business owner can’t decide fast and make a quick decision, they can’t 

compete… most of the failed entrepreneurs don’t make a fast decision and some 

of them actually fear to make a decision! 

According to GEM (2018), Saudi Arabia scores 43.63% on fear of failure in regards to 

starting a business.  

T.M., a failed entrepreneur, commented: “I found [starting a small business] full of 

crucial decisions.” 
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N.B, a failed entrepreneur in fashion, stated: “I can’t move to Riyadh.” N.B. believes that 

she was losing customers for the reason that her store was in a small village near Riyadh. 

She understands that her customers prefer Riyadh because it’s the capital. Even though 

she was losing customers, she could not decide to open a store in Riyadh. 

To sum up, one of the most entrepreneurial characteristics of entrepreneurs (according to 

Schumpeter, 1934) is a propensity for risk taking. However, a propensity for risk taking 

may not be related to business survival (Brockhaus, 1980). 

 

8.2.2.4 Family issues  

Do families have an influence on their family members’ start-up ventures? It can be 

difficult to disentangle the extent to which family has an impact on whether a start-up 

survives or fails. It could be argued that the level of family influence in Eastern culture 

could be higher than in the West, due to the fact that the level of independence among 

family members in Eastern culture tends to be low.  

One of the failed entrepreneurs, T.M., closed her business after four months of operating 

for the reason that her father asked her to stop. She was between two tough choices, either 

selling the business or leaving her family house. She said: “I have to sell the business, I 

cannot go against my father’s will, and I have to obey him.” 

Obeying and honouring parents is essential in Islamic-Arab society. Most entrepreneurs 

believe that if they disobey their parents, their business will not succeed. In addition, 

Saudi society can be unforgiving to a person who disobeys their parents.  It could, directly 

and indirectly, negatively affect their sales, marketing plans, and expansion strategies, for 

the reason that Islamic society is built on mutual respect both inside the family and 

outside. 

The Quran (Al-Israa’ 17:23) states that: 

And your Lord has decreed that you worship none but Him. And that you be dutiful 

to your parents. If one of them or both of them attain old age in your life, say not 

to them a word of disrespect, nor shout at them but address them in terms of 

honour. And lower unto them the wing of submission and humility through mercy 

and say: “My Lord! Bestow on them Your Mercy as they did bring me up when I 

was young”. 
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This finding supports those of Petez-Gonzalez (2006), who notes that there might be 

contradictions between family goals and business objectives, which may affect the 

performance of a business. However, Westhead and Cowling (1997, 1998) conclude that 

it is difficult to characterise a performance impact based purely upon family ownership. 

 

8.3 Enterprise Barriers 

 
8.3.1 Size 

This research focused only on small start-up firms, since it has been noticed often in the 

literature that size is a barrier for start-ups and small firms (Gallagher and Stewart, 1985; 

Dunne, Roberts, and Samuelson, 1989; Daskalakis and Psillaki, 2008). Gallagher and 

Stewart (1985) found that there was a 78% chance of failure over the next decade for any 

firm with less than 20 employees, compared to a firm employing more than 1000 

employees. On the other side, Almus and Nelinger (1999), found a U shape relation 

between size and growth in their German start-ups. Size could be a significant factor in 

small business failure, since small businesses tend to be more vulnerable compared to 

medium-sized or macro-firms. In the context of Saudi Arabia, interviewees had an 

opposite opinion about whether size is a barrier to survival. 

A.H., a successful entrepreneur in the gaming sector, commented: “I think being new in 

the market gives you a good base to start; no previous history makes the customer 

enthusiastic to try.” T.M., on the other hand, had a different opinion; she commented: 

“I’m a small store, I can’t compete with bigger and more mature stores.” Both 

interviewees (A.H. and T.M.) make a solid point, which is reflected in the interview 

participant overview in figure 8.2, which indicates that interviewees have a neutral 

opinion regarding the size of a start-up and whether it is a barrier to survival.  

According to ‘Gibrat’s Law’, the growth of an enterprise is independent of its size; in 

other words, small start-up businesses do not grow any faster or slower than large 

businesses. However, start-up businesses must grow quickly in order to survive (Storey 

and Greene, 2010). 
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8.3.2 Location 

Location is one of the most significant features for survival in most sectors (Burns, 2016). 

Two of the failed entrepreneurs blamed their business location for their failure, citing it 

as the major barrier to their businesses’ survival. One of the failed entrepreneurs took the 

risk of starting a business in a poor location, even though they recognised that the chance 

of survival was low. M.A. stated:  

I knew from the beginning that it is not the right location, I took it because it was 

already decorated and the rent was 60% less than the right location. It was my 

first business, and I did not want to risk all my personal capital for a good 

location, then fail! ... I preferred to fail with the minimum loss. 

Another failed entrepreneur, N.B., had a rental fancy dress store; she could not survive 

for the reason that the customers preferred to rent dresses from the capital city, Riyadh. 

N.B. believes that she has better quality than most stores, but she believes that the 

mentality of village customers is to prefer main cities, rather than their village. N.B. 

commented: “My dresses’ quality and designs are the same or even better than dresses 

in Riyadh city, but village people prefer to buy from Riyadh.” 

These findings are in parallel with those of Storey and Greene (2010: 278), who state that 

choosing a location for a business “ought” to be associated with business growth. There 

are several advantages of business location, such as access to a pool of labour and 

knowledge of spill-overs. 

 

8.3.3 Partnership  

One of the interviewees, who had a speciality coffee roaster, closed their business after 

three months of successful operating. The coffee roaster business was making a profit and 

covered all the operation costs, with two full-time employees. Unfortunately, the partners 

sold their store after communication issues occurred with one of the partners, who 

suffered from a lack of management and financial skills. This issue created a huge gap 

between the partners, which ended up closing the business. 

M.A., one of the failed entrepreneurs, illustrated this: 

The issue is when you think you have found the right partner, you think he/she is 

capable of handling real-world competition and stress, then you find out they do 
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not even have the business basics, they cannot handle pressure. Also, they prefer 

not to sell anything rather than doing a discount! They do not understand the 

alphabet of marketing strategy. How can I grow a business with that kind of 

mentality? It was spoon feeding from my side to them. 

It could be argued that having a partner can help small start-ups to survive. Studies by 

Keasy and Watson (1991, 1993) reviewed small business failure by examining a number 

of qualitative indicators, such as the length of time it takes limited companies to submit 

their account to Companies House, number of directors, and other indicators. They 

showed that small firms with fewer directors have a greater risk of failure than small firms 

with more directors. 

In the present study, M.K., a government employee, believed that partnership could be 

key to survival: “Partnership can be a positive factor for survival, especially if each 

partner can fulfil the other partner’s weaknesses.” On the other hand, an issue with 

partners is trust, as a senior businessman (A.S.) mentioned: “Partnership can be a gate 

to expand a small business if you trust your partner; otherwise, it won’t succeed.” 

This finding contrasts with those of Storey (1994), who proposed that start-up businesses 

owned by more than one owner have a higher chance of survival and growth than start-

ups owned by a single individual. The majority of failed entrepreneurs’ opinions, as seen 

in figure 8.2, indicate that the partnership issue is a factor in small start-up failure.   

 

8.3.4 Newness 

From previous empirical reviews, it has been noticed that small start-up firms have a 

higher failure rate than established small firms. More than half of businesses cease trading 

within their first three years of operation (Evan, 1987). The longer the business can 

survive, the lower the risk it may fail. Start-ups applied to a liability of newness, which 

surrounds by a huge amount of threats.  

A small business consultant, D.K. commented: 

The first three and a half years of any enterprise are the most critical phase in its 

life-cycle. Getting the first customer, access to the market, learning from mistakes, 

managing the business, and expansion. All of these are more risky in the start-up 

phase of a business. 



 

176 | P a g e  

 

To conclude, even though small start-up businesses have a higher chance of failure, 

Disney et al. (2003) and Foster et al. (2006) note that new start-up ventures have better 

productivity that existing ventures. Correspondingly, there is evidence that new start-ups 

may impact on the behaviour of existing ventures, forcing them to introduce new products 

and services (Geroski, 1995). 

 

8.3.5 Marketing 

The importance of marketing was stated during the interviews by a Saudi businessman 

and other successful entrepreneurs. Figure 8.2 shows that a majority of interviewees (e.g. 

D.K., T.M., N.B., A.M., A.R., and N.D.) believed that poor marketing can lead a small 

start-up to failure. A sufficient marketing plan will increase the number of customers and 

promote the name of a firm. Enterprises always attempt to offer new products/services to 

their customers in order to keep them satisfied. A majority of high-growth small firms 

had successfully identified their target audience and responded quickly to any market 

changes (Smallbone et al., 1995). Start-up businesses are a credible threat to existing 

businesses; Geroski (1995) mentions that existing businesses react via changes to their 

marketing strategies rather than prices. 

A.R., a successful IT and security entrepreneur, stated: “Locating your target audience 

is the first step towards marketing positioning.” A.R. explained a broad picture of 

marketing; he mentioned that “identifying segmentation variables” is the first step, then 

“selecting target audience”, followed by “positioning”, which develop the marketing 

mix at this stage.2  

Dibb and Simkin (1991) state that the secret of high-growth companies is identifying and 

meeting their customers’ needs. Recently, most start-ups are using digital marketing as a 

tool to reach consumers these days. Digital marketing is about enhancing the 

competitiveness of an organisation by developing a digital link between the organisation 

and its customers, in order to promote its products/services. Many small start-up 

businesses use social media as a channel for promotion. 

 

                                                 
Marketing Mix is a marketing tool that involves a combination of factors that influence consumers to  2

purchase a company’s products. 
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8.3.5.1 Social Media 

Marketing through social media has become one of the most effective tools in marketing 

(Leung, Bia, and Stahura, 2015; Wang, Pauleen, and Zhang, 2016). Social media apps 

(SMA) are widely known as a channel of communication between a company and its 

customers.  Stelzer (2014) found that 92% of marketers agreed with the effectiveness of 

SMA. 

Twitter, Snapchat, and Instagram are highly recommended methods of reaching your 

target customers. N.D., a successful entrepreneur in the service sector, commented: 

You cannot imagine how effective and influential advertising in social media is; 

most failed entrepreneurs do not know how to target their main customers; 

advertising is essential, but if you do not know how to target your exact customers, 

your advertisement will be worthless. 

To conclude, nowadays it could be argued that using digital marketing (especially SMA) 

is essential for small start-up survival, since it builds customer relationships through 

marketing automation. Digital marketing strategies and multi-channel communication 

can increase the likelihood of small start-up business survival. 

 

8.3.6 Planning 

Previous studies have found a positive relationship between planning and business 

survival, and vice versa (Orser et al., 2000). Most of the failed entrepreneurs interviewed 

had not had clear strategic plans, and several of them had not planned for the next quarter 

(N.B., T.M.). The researcher found from most of the failed entrepreneur participants that 

they also did not maintain appropriate records of business transactions with suppliers and 

customers. T.M., a failed entrepreneur, commented: “How can I plan for something if it’s 

not clear yet?” Based on the researcher’s observations, most of the non-survival 

entrepreneurs lacked appropriate business plans for the next three years. 

One of the successful entrepreneurs, N.D., stated: “When the market shifts... Adopt a new 

business model.” N.D. mentions the example of Uber and traditional taxis, and Airbnb 

and traditional hotels; he noted that business models change over time, and smart 

entrepreneurs will adopt a new business model in order to stay alive. 
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M.D., another successful entrepreneur, quoted Mohammed Ali: “Everyone has a plan… 

until they get punched in the face!” M.D. mentioned the importance of having more than 

one strategic plan, such as conservative, moderate, and optimistic strategic plans, in order 

to survive. 

When the researcher asked D.S., the vice governor of SME, whether entrepreneurs 

believe from the political perspective that policies are negatively affecting their start-ups, 

he replied:  

You need to have a clear plan… from a business point of view, if I have a market 

and I know that by adopting a certain approach I will achieve success, it’s based 

on good planning… Many people fail in planning as they assume it will take a 

month or two to be licensed and have a permit and a working visa… let’s assume 

that I will open a restaurant, I should plan that it will take nine months to fulfil 

that goal, with the requirement of the ministry of labour. 

Burns (2007:373) categorises planning into three stages: first, “understanding where you 

are”; second, “deciding where you are”; third, “planning how to get there”. Business 

planning is a critical factor for small start-up business survival. It allows entrepreneurs to 

crystallise their business idea and to think about their future road map and what challenges 

they might face. Timmons (1999) states that the fastest growing companies have plans 

from the outset. This finding is in parallel with those of Woo et al. (1989), who found that 

ventures that spend time in planning experienced high growth. 

 

8.3.7 Management 

One of the officials from a soft support institute (D.K.) explained the issue with most 

start-up entrepreneurs: 

If you want to make a cake, you need to know the ingredients and blend them 

together to make the perfect cake. However, if you blend the wrong ingredients or 

even put them at the wrong temperature, the cake will not be good. It is the same 

thing with management. Many young Saudis who are involved in 

entrepreneurship lack some aspects of management. 

The Bolton Committee (1971) noted that small firms are usually owned and managed by 

the same person. A study conducted by Wynarczk et al. (1993) concluded that fast-
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growing small firms are likely to recruit managers externally and are more likely to recruit 

from mega-firms. This study could support the suggestion that entrepreneurs do not have 

to run their small start-up enterprise if they suffer from a lack of managerial skills. 

 

8.3.8 Financial Control 

The decision to close a business comes after forecasts and analysis of the net costs of 

continuance versus immediate closure (Bulow and Shoven, 1978; Baden-Fuller, 1989; 

Reid, 1991). Internal financial management in small start-up enterprises plays an essential 

role in their survival.  

It is difficult to generalise about capital and financial issues because of the different sizes 

of small companies, the different nature of each firm, and also the external environment 

perspectives for each sector (Daskalakis, Jarvis, and Schizas, 2013). Kristuansen et al. 

(2003) note the importance of financial flexibility for business survival. Cowling and 

Matthews (2017) highlight that small businesses face several unique financial issues, such 

as liquidity constraints. A.M. a failed entrepreneur, commented: “it’s really hard to focus 

on credit sales if you are a small start-up business, you will suffer from lack of cash flow.”  

Daskalakis, Balios, and Dalla (2017) stress the importance of small businesses adjusting 

their capital structure (i.e. asset structure, profitability, risk, growth) quickly in order to 

have a higher chance of survival. 

 

8.3.9 Use of Technology 

Technology nowadays can be linked to the success of most businesses, especially small 

start-ups (Hanna, Rohm, and Crittenden, 2011; Harris and Rae, 2009). The survey 

regarding the use of technology was neutral, however; only a couple of interviewees 

mentioned the importance of using technology as the most successful element of a small 

start-up business.   

Xiao (2009) and Binnui and Cowling (2018) highlight the importance of innovation in 

high-tech small businesses; however, the obstacle facing small businesses is the nature of 

the innovation to follow. Xiao raises a concern as to whether a business should rely on 

innovation to develop the application of existing technologies for products or services or 

create unique innovations in advanced technology to achieve competitive advantages. 
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M.A. commented: 

Many small start-up businesses may have the wrong location, which could be hard 

to find physically, but with an online store, they can reach their target customers 

easily, and they can analyse how many visitors to their site there are, and use 

many analysis features to start a strong and specific marketing campaign that has 

a huge impact; regular stores cannot analyse and build a marketing campaign 

that easily! 

Further discussion with other interviewees revealed three interesting points linked 

directly to technology factors: innovation, research, and development. 

D.S. explained: 

Twitter, Snapchat, and even Google advertisement features can boost a small 

start-up’s sales by 300% in a period of a month if it is a unique and interesting 

advertisement that is sent to the correct audience. 

T.M. also commented: 

I started a business as a coffee roaster; I can say that for any small start-up 

business it’s essential to have an online store to support your traditional store, 

the competition nowadays is high, and it’s much easier and cheaper to sell online 

than in a store. 

The power of SMA and other technology channels such as text, tweets, email, Google 

adverts, and other applications in reaching a specific audience is stronger than at any other 

time in history, and this will play a significant role in the future of marketing (Hanna, 

Rohm, and Crittenden, 2011; Harris and Rae, 2009).  
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8.4 Environmental Barriers 

Pettigrew (1985) was the first scholar to highlight the importance of considering both 

internal and external factors as part of a contextual perspective. Pettigrew highlighted the 

following contextual factors: national economic context, political context, social context, 

and the perception and interpretation of actions via which the business functions at the 

national level. Armenkis and Bedein (1999: p.295) define environmental factors as: 

Two types of conditions form the context in which an organisation functions: 

external conditions which include such factors as governmental regulations, 

technological advances, and forces that shape marketplace competition; internal 

conditions, which include the degree of specialization or work specificity required 

by existing technology, level of organisational slack, and experience with previous 

change. 

Firms, in general, must cope with any change in the marketplace to avoid a crisis; 

however, small start-up businesses appear particularly vulnerable to macro-economic 

variables. In developed countries such as the UK and the USA, several studies have 

shown that environmental conditions are not a major barrier to small business failure 

(Lane and Schary, 1990; Philips and Krichhoff, 1988; Brich and McCracken, 1981). It 

could be argued that in developing countries such as Saudi Arabia, environmental 

conditions cannot be compared to developed countries. This research explores the threats 

to small start-ups that lead them to fail in a comprehensive manner. These are economic, 

political, socio-cultural, and infrastructural. Below, the macro-barriers noted by 

interviewees are highlighted and explored. 

 

8.4.1 Economic Barriers 

Economic conditions are one of the most common barriers for a small start-up business, 

since the latter are vulnerable to any changes in economic activity. The Saudi market can 

be considered a fertile market and one of the biggest markets in the world, since Saudi 

Arabia is a member of the G20 (MOF, 2018). All the interviewees agreed that the Saudi 

market is huge and there is always demand in most sectors. Yet, economic barriers are 

one of the baggiest small start-up business obstacles toward survival.  

Below these economic barriers are identified and explored, based on participants’ 

comments. 
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8.4.1.1 Oil Prices 

Being the largest producer of oil in the world, and with oil making up over 80% of the 

country’s GDP, a drop in the price of oil might cause an economic recession (World Bank, 

2018). Fluctuating oil prices might, directly and indirectly, affect some business sectors 

more than others.  Government official D.S. stated: 

Oil revenues affect government spending, which has an influence on the private 

sector, enterprises and the like. On the other side, some sectors such as Haj3 and 

Umrah4 (in Mecca and Medina), entertainment, healthcare and education are 

growing significantly. The sectors associated with government spending, which 

have a major role in our economy, are deeply affected. 

Another interviewee, D.K., when the researcher asked whether changing oil prices are a 

barrier to survival, said: 

Of course, in 2011, GDP from oil was 92%. Therefore, the government spent 

hugely on large projects and these large projects created a supply chain of small 

enterprises. When the oil price dropped by half, in 2014-2015, government 

spending became less. Therefore, the economic activity of the government became 

less, which will decrease large companies’ activity, which at the end will impact 

the supply chain of small enterprises. 

O.A., a successful entrepreneur, commented: “I felt the difference in purchasing power 

when allowances for governmental employees were reduced and after being returned by 

the government.” 

The Saudi government’s severe losses from the dropping of the price of oil in 2016 from 

$120 to $30 per barrel meant the government reduced spending in bonuses and other 

financial benefits for most government employees. The Saudi government saved more 

than 60 billion Riyal in less than a year as a result (SAMA, 2017). 

 

                                                 
3 The Haj is a pilgrimage to Mecca, the holiest city for Muslims, and a mandatory religious duty for 
Muslims that must be carried out at least once in their life, undertaken at an exact time of the year. It is 
one of the five pillars of Islam. 
4 Umrah is a pilgrimage to Mecca, performed by Muslims that can be undertaken at any time of the year. 
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8.4.1.2 Sectors 

Failure rates vary according to sector; some sectors are particularly affected by economic 

changes, drops in the price of oil, new government plans, or political issues. For instance, 

constructions, retail, or even exports and imports, have a higher level of failure than the 

service and agricultural sectors. As M.A. commented, “each sector varies from the 

others.” 

The vice governor of SME (D.S.) told the story of an entrepreneur: 

I met someone, a few days ago, he told me that he was exporting to Sudan, Yemen, 

and Qatar, but his exports to these countries stopped one after another because 

of the current political circumstances. 

D.S. continued: 

The retail sector has been badly shaken by weak purchasing power and the 

suspension of allowances for a period of time, while construction enterprises have 

been heavily dependent on government projects which have also dropped, but 

these might increase in the coming years. 

Overall, the findings from interviews with successful entrepreneurs and government 

officials, in parallel with what was mentioned in chapter 3 (Porters Five Force), show that 

an understanding of how a sector operates is vital to business survival. Nevertheless, 

failed entrepreneurs did not highlight sector as a barrier to their business survival.  

 

8.4.1.3 Private Financial Institutions 

Banks around the world rely upon provision of collateral; they provide financial services 

to small start-ups with a higher interest rate (Cowling and Matthews, 2017).  Cowling et 

al. (2012) found that financial institutions, in general, were unwilling to lend to each 

other, and restrictions in lending affect the economy more widely. Unfortunately, banks 

in Saudi Arabia do not provide any financial services to small start-up businesses.  

M.K., an official representative of the Riyadh Institute, stated: 

Saudi is one of the biggest economies in the word, a member of G20. Vision 2030 

is about diversifying the economy. Unfortunately, banks in Saudi do not lend to 

start-ups. 
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Unfortunately, Saudi Banks do not provide loans, whether the entrepreneur has a 

successful start-up or an innovative start-up. D.G., an official government representative, 

stated that: “Saudi Banks do not provide loans to start-ups”.  

When the researcher asked the vice president of SMEs whether entrepreneurs are eligible 

to receive loans from Saudi banks, he responded: “Banks do not lend to start-up 

businesses in Saudi Arabia.” Then he continued: 

There are two kinds of funding:  

1. Loan fund 

2. Capital fund. 

It is a terrible mistake to start your business with a loan. What we need most is 

capitalist funding, as we need a seed fund, venture capital, and angel investors, 

because there is no knowledge about these components and the absence of them 

presents a huge gap. On the other hand, there are some government initiatives 

that are focused on start-up enterprises, some have been successful, and some 

have failed. I think there will be some initiatives in the next period to support, 

significantly, start-up enterprises, such as Kafalah.5  

D.G. mentioned the need to have angel investors to support entrepreneurs, especially in 

the seed fund round. Angel investors play a critical role in supporting start-ups, as they 

provide support in terms of both human capital and financial capital (Wallmeroth, Wirtz, 

and Groh, 2018; Fleet and Doiron, 2018). 

 

8.4.1.4 Labour Market 

Immigrants are vital in building any economy (Simon and Moore, 1999; Saxenian, 2002). 

However, aggressive shocks from the Ministry of Labour against foreigners, such as 

increases in labour fees, have led numerous foreigner labours to abandon the country. 

Nevertheless, it’s almost impossible to find a Saudi citizen agree to work full-time for 45 

hours (the maximum allowed under Saudi labour laws) for the same salary as a foreigner. 

D.S., a consultant to SME, commented: 

By analysing the Saudi private sector, we found that about 85% of the employees 

are foreigners and after analysing the salary difference between the Saudi and 

                                                 
5 Kafalah is a programme for financially guaranteed loans for SME in Saudi Arabia. 



 

185 | P a g e  

 

non-Saudi employee, we found that Saudis are far beyond foreigners’ salaries. 

Moreover, after analysing the working hours and the nature of the work, we found 

that foreigners agree to work for longer hours and do jobs that Saudis refuse to 

do because of social and cultural perceptions. 

 

8.4.1.4.1 Working Visa    

One of the toughest issues and a hotspot case between the private sector and the Ministry 

of Labour is the issue of temporary working visas. A working visa is a permit established 

by immigration law allowing foreigners to work; it needs to be sponsored by a Saudi 

citizen (MOL, 2017). The Ministry of Labour believes that “Saudisation” should start 

from the private sector, by creating suitable jobs for Saudi citizens, while the private 

sector screams that most Saudi citizens refuse to work the maximum working hours at the 

same rate of pay as foreign workers. Besides, small start-up businesses cannot survive 

with a high salary payroll and minimum working hours. Small start-up businesses have 

very tight working capital and cannot start by hiring Saudis. The Ministry of Labour 

requires a business to hire a Saudi citizen for at least four months in order to be applicable 

for a foreign labour visa.  

To conclude, it is clear that the absence of labour affects small start-up businesses in 

Saudi Arabia, particularly thanks to government employment conditions, such as 

recruitment processes, working visas, and Saudisation. 

 

8.4.2 Political Barriers 

Political and legal issues could be among the most serious obstacles to small start-up 

businesses, especially since Saudi Arabia is an absolute monarchy, meaning royal decree 

procedures are the foundation of the country’s legislation. It is not easy to update 

legislation and law without royal approval. Also, since government employees tend to 

work less efficiently than those in the private sector, this means the performance in most 

ministries is at a low level compared to the private sector. 
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8.4.2.1 Laws and Regulations 

Since Saudi Arabia is an absolute monarchy, royal decree procedures are the root of the 

country’s laws. The issues in this category are related to regulations, restriction, 

legislation, and obtaining licences. A senior businessman in the IT and construction 

sectors stated: 

I believe the restrictions in legislation and regulations, as well as difficulties in 

obtaining licenses, which have a high cost, are one of the biggest barriers [to 

small business survival]. 

D.K., a consultant at Dolany (a soft support institution), stated: 

Imagine that there is still a classification of activities in the Kingdom, and if you 

cannot classify your business under the classification of activities, the authorities 

will not give you the permit. Therefore, if you create a new business that cannot 

be classified according to the classification of activities, you will not be able to 

start your business. 

One of the issues with such policies is that innovative ideas will not be supported, as he 

explained: 

If you have a unique idea for a new business, the system will not permit it, and 

also the mechanism of funding will not be suitable for you. For example, the 

mechanism of funding in commercial banks is based on the existence of assets and 

guarantees. Therefore, if I have an innovative idea like the application of 

Careem,6 commercial banks cannot fund an application in Saudi Arabia. 

A senior businessman, A.S., highlighted the issue with not having clear laws and 

regulations that cover all businesses: “Start now and ask for forgiveness later!” 

D.S., the vice governor of the Authority of SME, stated: 

Does the [Saudi] government lose because of these policies, which are 

complicated and take a long time? Yes. Therefore, the government should start to 

ease requirements and procedures, if [Saudi Arabia] wants to grow the economy 

and to address the problem of unemployment.  

                                                 
6 Careem is a Saudi transportation network company, based in Dubai, worth more than $3 billion. On 
26th of March, 2019 Uber acquired Careem in order to expand in MENA. 
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These finding parallel those of Soderbom (2001), Hajjaj (2012), and Alsolaim (2016a) 

whom reflect in their findings that most developing countries should be concerned about 

their weak regulations, which affect the growth of business ventures. 

In summary, it appears that there is much evidence to support the suggestion that there 

have been unpredictable changes in policy and regulations, especially underemployment 

regulation and the Nitaqat labour law.7 These unpredictable changes have placed a burden 

on small start-up businesses; they contribute to a drop in start-up profit margins, meaning 

businesses find it difficult to survive.  

It could be argued that more regulations kill start-up businesses. On the World Bank’s 

ease of doing business scale (2018), Saudi Arabia is ranked 135 out of 190 counties. 

 

8.4.2.2 Government Procedures 

Government processes can be difficult to understand; there is a huge difference between 

laws/regulations and government procedures. Laws and regulations are general rules and 

guidelines made by government officials that must be obeyed, by both government and 

private organisations. Some of these laws were written more than 50 years ago and need 

to be updated immediately to match market demand. 

On the other hand, there are government procedures, which come after written laws. For 

instance, it is not legal to open a company in a residential area: this is a law. If an 

entrepreneur tries to open a certain legal business, they must complete all the licencing 

and government approval processes, and this is called the procedure. 

After interviewing fifteen participants, government officials and entrepreneurs, a majority 

highlighted that government procedures are among the most critical barriers to success of 

all the political-legal barriers (see figure 8.2). 

The researcher asked a question to one of the vice presidents of SME, concerning the 

political perspective, since most entrepreneurs (the survey participants) believed that the 

laws and regulations in the Kingdom have a huge negative impact on the success of their 

enterprises. D.S. said: 

                                                 
in Saudi  sis a program implemented by the Ministry of Labour under employment regulation aqatNit 7

Arabia. Companies are classified based on their percentage of Saudisation, i.e. the percentage of the Saudi 
national employees in the company.  
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I think there are some policies that support enterprises and some policies that 

delay them. However, it is very important to make an elaborate plan. Let’s assume 

that I will open a restaurant, so I should plan that it takes nine months to comply 

with the requirements of the Ministry of Labour… From a business point of view, 

I have a market and I know that by adopting this approach I will achieve success, 

so it is based on good planning as well as the knowledge of how to prepare 

yourself. 

Furthermore, D.S. blames failed entrepreneurs for failing to plan and forecast the time 

estimated to start a business, instead of blaming government procedures; he commented: 

Many people fail in planning enterprises as they just say the procedures may take 

a month or two, a week or two! You need to have a clear plan. Any enterprise in 

any country has its challenges, but the problem lies in applying adequate business 

planning. 

On the other hand, A.M., a failed entrepreneur in the construction sector, commented: 

How can I survive with unclear government requirements as well the slow 

procedures… have you tried getting licenses from the municipality and civil 

defence? 

A.M. stressed how vague the procedures are, declaring that he surrendered after multiple 

visits to government institutions and after experiencing inappropriate behaviour from 

some government employees at one of the institutions. 

Unsurprisingly, according to the World Bank (2005), after a study that included 26,000 

businesses in 53 countries, regulations score as one of the highest obstacles faced by 

businesses. 

 

8.4.2.3 Compliance Costs 

This is one of the major unique barriers to business survival, compared to developed 

countries. Unfortunately, the Saudi government tends to charge entrepreneurs before they 

start their business. The participants agreed that these charges should be withdrawn for 

small start-up businesses.  

Failed entrepreneur M.A. commented: 
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All developed countries support small firms because they realise the necessity of 

these firm in term of creating jobs and enhancing market competition. 

Unfortunately, the Saudi government charges fees for licencing businesses in all 

the ministries related to your business sector, while other developed countries 

charge after you start, when you generate income, from taxes, because they 

realise the importance of capital when starting a business. 

Successful senior businessman A.S. illustrated the situation as follows: 

The costs include time, since time is money. If you want to start a particular 

project and you expect to begin it in a month, you will be surprised that because 

of regulations and laws, you need seven or eight months! This consumes the 

entrepreneur’s money, and he gets frustrated. This is the case unfortunately for 

many small projects. The time required to begin a project has become very long, 

as well the absence of regulations to accelerate decision making and accelerate 

the process of finding employees and others. 

D.S., the vice governor of the Authority of SME, stressed the high compliance cost in 

starting a business:  

If you want to start a business with 100 thousand riyals, it will require 150 

thousand riyals because of these policies; you need to understand this from the 

beginning. 

Using data on European countries, Klapper et al. (2006) found that costly regulations 

prevent business entry. According to Schuetz and Bruce (2004:4), “A country’s tax 

system can have complex and ambiguous effects on the level of entrepreneurship”. In 

Saudi until 2017, there was no taxation system at all. However, after the Saudi vision 

2030, there is now a taxation system however, it is still vague. For that reason, the Saudi 

government tends to charge very costly fees for licencing and government approvals, 

which at the end create constraints for start-ups.  

 

8.4.2.4 Government Support 

Most of the generous government support options go unnoticed by most entrepreneurs. 

The governmental support system needs to enhance its performance in order to help small 

businesses with their problems. The researcher asked five of the failed entrepreneurs 
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whether they had heard of the governmental small business support programme Miras,8 

which is a one-stop-shop programme, gathering all ministries needed to start a business 

under one celling. All of the respondents responded that they had never heard of it. On 

the other hand, when the researcher asked the successful entrepreneurs about Miras, four 

of them already heard of it, and three of them knew the details of the programme. This 

could be an issue with the government’s marketing strategy, not succeeding in reaching 

the target audience, or it could be the ignorance on the part of the failed entrepreneurs in 

regards to current government support programs. 

Many participants mentioned the government’s plans and support for local small 

businesses, aiming to diversify the economy and create jobs by the end of 2020 in six 

major cities. The Ministry of Commerce and Investment, since the beginning of 2017, 

has focused on the ease of opening a business in Saudi Arabia by creating the one-stop-

shop Miras in December 2018. One of the failed entrepreneurs (T.M.) commented on the 

Miras project: “Yes, they have a nice building, open seven days a week, but government 

institutions are still not linked, especially the Municipals”. Municipals tend to be one of 

the biggest institutional barriers, and without their approval, small start-up business 

cannot open a retail store. 

It is very difficult to launch entrepreneurial enterprises and to obtain a patent in Saudi 

Arabia. D.K., a consultant at Dolany, made this clear: “It is very difficult to obtain funding 

or permits for entrepreneurial enterprises as well as taking out a patent in Saudi Arabia.” 

This issue can, quite simply, destroy innovative entrepreneurs’ dreams. 

In conclusion, government support should not be limited to hard support, and requires an 

initial awareness of entrepreneurship. Despite the lack of hard support, there are several 

environmental barriers that impede the survival of new ventures, starting with an 

integrated coherent website that shows all the government’s rules and regulations. There 

is no real one-stop-shop for small start-up businesses, nor enough centres for basic 

training for start-up entrepreneurs, who may need help with skills such as writing business 

plans, managing cash flow, and obtaining managerial skills. To date, if entrepreneurs have 

a brilliant idea, such as Uber or Airbnb, they cannot make it into a reality if is not 

categorised in a specific licensed activity. This issue kills the business ventures innovative 

                                                 
Ministry of Commerce to provide all government services the amme launched by Miras is a progr 8

needed to start a business though online and physical integrated services (a one-stop-shop centre). 
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and talented entrepreneurs, which leads many of them to migrate to neighbouring counties 

such as the United Arab Emirates, as Careem did.9 

 

8.4.3 Socio-Cultural Barriers 

Saudi Arabia is considered a conservative culture; gender segregation still applies in 

certain places, such as government educational institutions and government ministries. 

This category is interesting for the reason that most of the respondents did not mention 

any barriers from the socio-cultural perspective; indeed, the majority of the respondents 

agreed that tradition, custom, and social norms are not significant barriers, and are in fact 

inspiration or motivation for survival. Several previous studies have suggested that the 

socio-cultural context in Saudi Arabia might be a barrier; the present study is thus in 

contrast to many previous studies (such as Alsaleh, 2016; Alessa, 2011; Alhilou, 2015). 

One interviewee, A.H., a successful entrepreneur in the games sector, said: 

To be honest, I think my first gaming project succeeded because of society. I never 

thought even my competitors would help me to grow! I believe that Saudi society 

is very supportive in terms of starting your business. 

N.D., a successful entrepreneur in training and development, supported A.H.’s statement 

by suggesting that being a start-up business in Saudi Arabia can be a survival factor: 

I don’t think that small start-up businesses have less chance to survive [in Saudi 

Arabia], for the reason that most Saudis are thirty years old or less, and most of 

them have curiosity in discovering product/services in Saudi, maybe because 

there is a lack of entertainment! 

From the e-commerce sector, M.S., a failed entrepreneur, illustrated the importance of 

having a supportive culture and open-minded customers for maintaining growth: 

Vision 2030 has had a huge impact on Saudi society, from allowing women to 

drive to opening cinemas and opera houses, as well as motivating young people 

to start a business; definitely society/culture is encouraging us “as 

entrepreneurs” to keep going. Without social support, my project would not have 

                                                 
. citizen is Saudi whom, one of individualsCareem owned by three  9 
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lasted a month… Unfortunately, the reasons I stopped my journey are government 

bureaucracy and no visas! 

A.S. had a different, negative point of view on Saudi culture: “Unfortunately, the culture 

of the society is based on getting a job in the public sector... On the contrary, everyone is 

afraid of entering the market.” 

In summary, despite the fact that Saudi Arabia is a conservative culture, the majority of 

interviewees agreed that socio-cultural factors are not a barrier to their small start-up 

businesses (see figure 8.2). 

 

8.4.4 Infrastructure Barriers 

The fourth perspective in the external environment is infrastructure, which tends to be the 

highest barrier to survival for small start-up businesses in Saudi Arabia. Several 

participants highlighted issues such as bureaucracy, absence of agency support and skilful 

workers, as well as no links between agencies and ministries. These obstacles were 

obtained from comments by interviewees. 

 

8.4.4.1 Bureaucracy 

There was total agreement among interviewees that government bureaucracy is one of the 

main challenges for small start-ups. Bureaucracy refers to procedures, rules, and 

regulations. 

D.S., the vice governor of the Authority of SME, outlined “The two biggest challenges: 

funding and government procedures.” Correspondingly, D.G., a consultant in the 

Authority of SME, stressed the same point: 

According to an earlier study, the two most important factors are: 

• Complex government procedures 

• The difficulty of obtaining funding. 

These are the two major obstacles into the market. 
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D.K. mentioned a survey that recently conducted, in Dolany,10 a soft support 

institution: 

The government believes that lack of funding is one of the most important reasons 

[for start-up failure], while young people have different points of view and ranked 

lack of funding as the fourth reason. There are four reasons according to the 

ranking of young people: 

1. Bureaucracy and complex government procedures 

2. Weakness of personal skills 

3. Absence of adequately trained labour in the market 

4. Lack of funding. 

One of the failed entrepreneurs (T.M.) commented that bureaucracy affects her capital: 

The Municipals, they are the main barrier that caused me to close my business. I 

have been waiting for my shop license for more than two months. I was paying the 

rent for five months without any sales until half of my capital was gone. 

In conclusion, Saudi Arabia tends to have a high level of governmental bureaucracy, 

which has an impact on small start-up business survival. According to the World Bank’s 

‘Doing Business’ report, Saudi Arabia was ranked 92 out of 190 countries in 2018 for 

level of bureaucracy (World Bank, 2018).   

 

8.4.4.2 Agency Support 

Access to finance and acquiring talent are two of the biggest challenges facing 

entrepreneurs when starting up a business. Innovative financing alternatives, such as peer-

to-peer lending (P2P) or crowdfunding, aim to reduce the start-up financing gap; the issue 

here is that the ideas of crowdfunding and P2P are still being processed in Saudi Arabia. 

In 2018, the Capital market Authority (CMA) approved the two first private financial 

technology (FinTech) permits (CMA, 2018). 

The vice governor of the Authority of SME (D.S.) commented: “There is a huge gap in 

supportive programs and supportive institutions”. D.S. then clarified:  

                                                 
10 Dolany provides non-financial support to small- and mid-sized businesses which includes training, 
counselling, consulting, and networking. 
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The first barrier is lack of supportive programmes; the number of incubators and 

accelerators is limited, and even if they exist, their quality is less than the 

expectations… Therefore, with the lack of support, it is possible that you may 

apply a bad plan or have a misunderstanding of the market need. Instead of taking 

advantage of existing expertise and consulting, you become independent. 

In Saudi Arabia, the number of incubators, accelerators, and co-working spaces is limited. 

Flat 6 Labs was the first private incubator; it started in 2013. Today there are fewer than 

twenty governmental and private incubators in total in Saudi Arabia (Monshaat, 2018). 

There are fewer than ten working spaces as of 2017 (Wamda Report, 2017). Around 54% 

of all entrepreneurship support institutions are located in Riyadh (Wamda Report, 2017; 

Monshaat, 2018). 

A.S., a senior businessman, mentioned that there is support but there is also abuse of 

government support via soft loans: 

Maybe there is support for small enterprises, but there is no system to the support. 

I believe that financial support already exists, but there is no clear system of how 

to benefit from this support in the real world… The opportunities must be looked 

and there should be a feasibility study; is it a real plan or is it simply a plan to get 

a personal loan? 

 

8.4.4.2.1 Hard Support 

D.K. blamed the Saudi Arabia Monetary Agency for being part of the problem: “The 

Saudi system and the SAMA11 are a part of the problem.” Then D.K. explained the issue 

regarding the Saudi banking system:  

The number of licensed banks in the Kingdom is less than in Dubai, Bahrain, or 

even Egypt, which is not one of the Gulf countries. So far, Saudi Arabia has only 

12 commercial banks and seven or eight investment banks, while other countries 

have from 70 to 150 banks. Many banks in the world provide an incentive [to 

business] by lending; they have to invest in order to pay interest to investors. 

                                                 
11 The Saudi Arabian Monetary Authority (SAMA) is the central bank of Saudi Arabia, established in 
1952. 
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D.K. asked SAMA to force Saudi banks to lend to small start-ups using a certain 

percentage of their profits, as it is community support. He said:  

Many countries in the world have adopted the ceiling policy, which means that if 

banks do not finance SMEs with 20% of their profits, the state will take part of the 

bank’s Murabaha12 transactions to serve SMEs… But banks in Saudi are inactive 

because SAMA does not take serious action. 

D.K. mentioned the Grameen Bank model and private funding as a solution for high 

performance. D.K. suggested that Saudi banks ought to get involved in the micro-finance 

sector, since it targets different customers and has decent interest rates. 

D.K. also mentioned that the issue is not with the availability of funds, but in the 

performance of funding: 

There is no country in the world that provides funding and support like Saudi 

Arabia; the problem lies not in the amount of funding but in the efficiency of using 

it. 

It could be claimed that agency support can take a wide variety of forms; however, hard 

support is usually the main kind. The impact of financial support on small start-up 

businesses is high, yet soft support such as consultancy, training, and providing 

information and advice is equally important. There is a need for more venture capitalists 

that can join small start-ups; however, crowdfunding and other business angles are more 

preferable to entrepreneurs at the start-up phase. 

 

8.4.4.3 Skilful Workers 

The Ministry of Labour is strict in issuing foreign labour visas. Without employing 

Saudis, most of the educational institutions in Saudi Arabia do not meet market 

requirements. Most of the newly graduated Saudi employees are not ready; they are hard 

to manage, not motivated to work, and not happy with their salary. It is hard to find a 

Saudi employee who respects his work and has the know-how to stay for the long term. 

D.S., the vice governor of the Authority of SME, stated that “There is a significant gap 

between educational outcomes and market needs.” He continued: 

                                                 
12 Murabaha is an Islamic financing structure which enables an intermediary to exchange contracts at a 
predetermined cost. 
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Access to talent is still a challenge today, as exceptional talents, whether in Saudi 

Arabia or other countries, are not encouraged to work in start-up enterprises. 

D.G., who is a consultant in the Authority of SME, said: 

By analysing the Saudi private sector, we find that about 85% of the employees 

are foreigners. By analysing the salary differentials between Saudis and non-

Saudis, the Saudis’ salaries are far beyond the foreigners’ salaries. Moreover, by 

analysing the number of working hours and the nature of the work, we find that 

the foreigners agree to work for longer hours and to do jobs that Saudis refuse to 

do, because of social and cultural associations. 

On the other hand, A.S., a senior businessman, blamed both entrepreneurs and employees; 

he claimed that “The main factor is the lack of adequate human power to fulfil the work, 

whether the employer himself or the supporting elements with him.” 

D.K. blames the government’s plans, especially education outcomes: 

I have been living in Saudi Arabia for 15 years. In that time, the government has 

been talking about the adjustment between education outcomes and labour market 

need. So far, all actions that have been taken by the government are opposite to 

the target, such as the expansion of theoretical education, while the labour market 

needs engineering. 

To conclude, it is clear that the absence of skilled labour affects small start-up businesses 

in Saudi Arabia. Many OECD members, including the UK, have highlighted the 

constraints affecting small start-up businesses in being unable to obtain skilled labours. 

 

8.4.1.4 Integration Between Government Institutions 

One of the main issues that faces small start-up businesses is that government ministries 

are not linked. The Ministry of Commerce is working hard to succeed in their new project, 

Miras, the one-stop-shop. However, the programme is not yet well linked.  

A.R., a successful entrepreneur in IT and security, commented: 

Each government institution works alone; they build rules and legislation without 

linking it with other parties… you will be shocked at how many overlapping and 

contrary rules there are between government institutions. 
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A.S., a senior businessman, raised a critical concern: 

There is no integration between government institutions, there is no integration 

between authorities that could delay the projects and authorities that should 

support these projects… I believe that a major source of support would be to 

facilitate the procedures and regulations for small businesses and also to remove 

restrictions, controls, irregularities, and certain laws, which were imposed for 

particular reasons that may be logical or even illogical. 

He also mentioned the Human Resource Development Fund (HRDF) as one of the 

massive programmes that Saudi Arabia has spent its budget on. The HRDF spends huge 

amounts yearly; unfortunately, it has a negative effect on entrepreneurial projects. Instead 

of establishing the HRDF to support employment, the government could use these funds 

to support activities that would be more useful for Saudi Arabia. Thus, the lack of 

efficiency of support and the absence of guidance are considered the main problems. 

M.D., a successful entrepreneur, mentioned the example of Sweden and India’s 

ministries: 

In Sweden there is a ministry of enterprise and innovation, and in India there is 

ministry of skills development and entrepreneurship: why? To empower young 

people and enhance productivity in the environment. Both countries understand 

the importance of the entrepreneurial level in a country, that’s why they signed a 

joint innovation partnership between them… In Saudi each ministry works alone! 

The issue raised by M.D. is a clear critical barrier; indeed, most successful and non-

successful entrepreneurs raised the obstacle of weak connection among government 

institutions.  

 

8.4.1.4.1 Ecosystem  

Ecosystem was mentioned several times during the interviews, especially the interview 

with the SME authority official and the interview with the consultant (D.K.). Ecosystem 

is about viable interventions that trigger entrepreneurship growth in the economic 

development process, and developing an entrepreneurial culture. The idea of developing 

an entrepreneurial culture aims to enhance and develop the mind-set of individuals in 

regards to contributing to their economy and society. It is listed under infrastructure 
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barriers for the reason that ecosystem is about integrating PESTEL13. Khan (2013) notes 

that ecosystem in Saudi Arabia is in its infancy, and faces many challenges. This research 

is consistent with Khan’s finding that Saudi Arabia still faces numerous challenges in 

effective intervention from the strategic, institutional, and enterprise perspectives.  

A government official from the SME authority (D.S.) commented:  

There is also the global norm that start-up enterprises always carry a high risk; 

it could be higher in Saudi Arabia… it is certain that there are gaps in the 

ecosystem. For instance, in the issue of policy making, the labour policy is a huge 

obstacle to starting a business for the reason that there are difficulties in 

obtaining visas, complicated procedures, and other things. You might be lucky 

and get visas straightaway, and you might be unlucky and spend three years 

getting one, two, or fewer visas than you need. 

Despite Saudi ecosystem growth, start-up entrepreneurs face numerous challenges. A 

recent GME report measured twelve factors in the Saudi entrepreneurial ecosystem 

compared to other developing countries; one of the twelve factors, infrastructure, was 

extremely significant compared to other developing countries. The other eleven involved 

government policies and entrepreneurship programmes (GEM, 2017).   

Table 8.3 shows that, to date, there is no data from the Authority of SME regarding the 

survival of start-ups in Saudi Arabia. 

                                                 
13 PESTEL is a framework tool used to analyses and identify key drivers of change in the strategic 
environment, (Political, Economic, Social, Technological, Legal, and Environmental factors).  
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Table 8.3: Data from the Authority of SME in Saudi Arabia  

 

8.5 Summary 

This chapter aimed to gain a deeper understanding of the results after analysing the 

qualitative survey. Fifteen in-depth interviews were conducted to explore the issue of the 

barriers that cause small start-up businesses to fail. According to the interviews, most 

barriers were at the environmental level, particularly from economic, political and 

infrastructural perspectives, such as absence of bank support, laws and regulations, 

licencing difficulties, visa issues, the Saudisation policy, and cost of compliance (labour 

fees). The infrastructure perspective was the highest among all three stages of perspective 

(micro, meso, and macro levels), and barriers here involved bureaucracy, lack of agency 

support, and absence of skilled labours, while the main barrier is lack of appropriate 

government institutions. A summary of the barrier factors based on participants’ 

comments is given in figure 8.2. 

The Saudi government realised in 2016 the importance of small firms in developing its 

economy, and so they established the Authority of SME at the end of 2016, supporting a 

majority of businesses in Saudi Arabia, with the aim of easing barriers to small business. 

This qualitative analysis has identified barriers to small start-up businesses in the Saudi 

context. It will be beneficial to share these findings with the Authority of SME, as to date 

the Authority does not have any data regarding small business failure – see table 8.3 

(monshaat.gov.sa, 2018; stata.gov.sa, 2018; mci.gov.sa, 2018). These findings add 
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substantially to the understanding of barriers to survival for small start-ups in the context 

of Saudi Arabia. 

The next chapter discusses both the quantitative and qualitative findings and supports the 

findings with data from secondary sources. 
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Chapter 9: Discussion of Findings 

“The Aim of argument, or of discussion, should not be victory, but progress.” 

-Joseph Joubert- 

9.1 Introduction 

This chapter discusses the key findings arising from both the qualitative and quantitative 

phases of the data collection, which were introduced in chapters 7 and 8. These findings 

are discussed in relation to the objectives of the study, taking into account the theoretical 

overview, the literature review, and data from secondary sources. 

This research has proposed a conceptual model for the barriers facing small start-up 

businesses. According to Saunders et al. (2012), introducing a conceptual framework adds 

value to a study. The full conceptual framework used in this study was set out in chapter 

5, figure 5.1. Figure 9.1 below provides a summary of that conceptual framework. The 

discussion in this chapter is structured under the three headings of the conceptual 

framework, with the aim of identifying the interactions between them: individual – “the 

owner”, enterprise – “the firm”, and environment – “the external”. 

 

  

Figure 9.1: The Core of the Conceptual Framework. 

Source: Compiled by the author. 

 

Environmental Barriers

Enterprise Barriers

Individual Barriers

•Economic Perspective
•Political Perspective
•Socio-Cultural Perspective
•Infrastructure Prespective

•Firm (Internal) Perspective

•Personal Perspective
•Entreprenurial Perspective
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9.2 Overview of the Findings in Respect of the Reasons for the Failure of Small Start-

ups 

This research attempts to answer the following main research question: 

Why is it that most small business start-ups in Saudi Arabia do not survive longer 

than their first three years of operating? 

To answer this main question effectively, it was divided into three sub-questions: 

• What are the most significant individual factors leading to small start-up 

business failure?  

• What are the most significant enterprise factors leading to small start-up 

business failure? 

• What are the most significant environmental factors leading to small start-

up business failure? 

The following sections discuss the overall findings of the study by integrating the results 

of both qualitative and quantitative phases, using the explanatory sequential mixed 

method (see figure 6.1). 

Figure 9.2 is a comprehensive summary of the main findings of the study, combining the 

quantitative survey findings (line chart), with the findings from the qualitative interviews 

(bar chart) that were represented earlier in figure 8.2. The idea of integrating the findings 

is to make it easier for readers to acquire a complete overview of the findings in respect 

to the barriers/factors identified by this study; however, the qualitative findings should 

not be measured by number as they will lose their deepness and richness in terms of 

understanding the issue. It can be noted from the graph that the linear line (which 

represent quantitative findings) is at its lowest point in the individual perspective, then 

increases through the internal perspective to reach a maximum (i.e. the most significant 

barriers) at the environmental perspective, particularly infrastructure barriers.  
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Figure 9.2: Comprehensive Graph of the Most Significant Barriers (Quantitative and 
Qualitative) 
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9.3 Individual Barriers 

Individuals, with all their beliefs, attitudes, emotions, motivations, skills, and capabilities, 

matter fundamentally in the question of whether small start-ups survive or fail (Brännback 

and Carsrud, 2018). Entrepreneurs lie at the centre of all business practices. This stems 

from the fact that entrepreneurs are responsible for the acquisition and management of 

the resources a business needs to operate, and they also coordinate the development of 

the business into the future. It has been argued that the key practices of an entrepreneur 

are to organise and operate a business in such a way as to generate profit (Hisrich and 

Peters, 2002). When an entrepreneur does not possess relevant skills, including 

managerial capabilities, therefore, as Yanchus et al. (2003) emphasise, they are not likely 

to obtain and maintain resources in an effective way.  

As can be seen in figure 9.2, the individual barriers are divided into two parts, personal 

barriers and entrepreneurial barriers. Under personal traits, age, gender, education level, 

dedicated hours, experience and availability of capital were examined, while the 

entrepreneurial barriers were lack of motivation, skills, interests, need for achievement, 

creativity, control, risk tolerance and family influence. These are the factors that were 

investigated, and the key findings are explained below. 

 

9.3.1 Personal 

9.3.1.1 Dedicated Hours 

Establishing a business demands abandoning a social life and dedicated hours of hard 

work. The estimated weekly working hours for start-ups tend to be between 60 to 100 

hours (Van de Ven et al., 1984; Mueller, Volery, and Siemens, 2012). 

In the quantitative phase of this study, respondents believed that dedicated hours have a 

direct impact on the success or failure of a start-up. Respondents remarked that where the 

owners of a start-up do not dedicate their time to the start-up, the possibility of failure 

increases significantly. It was observed that owners of start-ups employed in other sectors 

spent less time on their start-ups and they reported higher cases of start-up failure in the 

survey (see figure 7.6). 73.7% of respondents believed that having dedicated hours is an 

essential ingredient for small start-up survival. Interestingly, around 65% of respondents 

were involved only part time in their start-ups. 
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In the quantitative findings, several interviewees (M.D., N.D., T.M., and M.S.) 

highlighted the importance of commitment and spending long hours working for a higher 

chance of small start-up business survival. As mentioned previously, N.D. stated: “If you 

do not spend at least 14 hours per day working at your start-up business for the next three 

years, it will not succeed.” 

This finding is in parallel with those of other studies (Cooper, Woo, and Dunkelberg, 

1988; Baum and Locke, 2004; Mueller, Volery, and Siemens, 2012; Zolin, 2018) which 

have found the need for entrepreneurs to operate their own business with long hours, as 

the longer they spend on their start-ups, the higher the chance of surviving. Filion (1991) 

describes long hours as an ‘energy’ needed to start a business. Baum and Locke (2004) 

consider that investing in extensive working hours reflects the passion of an entrepreneur 

in starting a business.  

Alsaleh (2016) conducted a study predicting the performance of SME in Saudi Arabia 

and found that most failed entrepreneurs worked only part time, while successful 

entrepreneurs worked full time in their businesses. This finding is in parallel with this 

study’s findings, as seen in the interviews with failed entrepreneurs; for instance, T.M. 

and N.B. stated that they did not have a full-time commitment to their start-ups, as they 

worked only part time. 

From figure 9.2 it can be seen that failed entrepreneurs consider that lack of commitment 

is not a key barrier, while successful entrepreneurs consider commitment an essential 

element for small start-up business survival. 

 

9.3.1.2 Experience 

The results from the quantitative analysis indicate that the experience factor has a 

significant link with small business survival, and vice versa. Small start-up firms that 

have been managed by experienced entrepreneurs have a higher chance of survival than 

inexperienced entrepreneurs. It was notable that most small start-up failures were due to 

lack of prior experience, particularly a low understanding of planning and poor 

understanding of the industry/sector. 

Interestingly, around 43% of the failed entrepreneurs in this study reported inexperience, 

and 22% had less than three years of experience. These findings were supported by the 

qualitative interviews (M.A., D.K., and A.S.), which similarly emphasised the importance 
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of prior experience for small start-up survival. As expected, a majority of failed 

entrepreneurs (three out of five) in this study did not have previous experience; this was 

expected since creating a new venture involves taking risks, and young people tend to 

take higher risks.  

Previous global studies (e.g. Story, 1994; Aidis, 2003; Dahl and Rechstien, 2004; Autere, 

2005) have found that entrepreneurs who had worked before in the same sector before 

establishing their small start-up business tend to have a higher chance of survival than 

those with no prior experience. In parallel, Al-Ghamri (2016) showed that experience is 

a significant factor regarding discontinuation of small businesses. Furthermore, AlSaleh 

(2016) found that successful small business entrepreneurs in Saudi Arabia have more than 

10 years of experience, whereas most failed businesses have or had entrepreneurs with 

no previous experience. 

Many of the participants agreed with the findings of past studies (e.g. Storey, 1982; 

Westhead, Storey, and Cowling, 1993) that experience plays an essential role in the 

success of a start-up (see figure 9.2). Most of the interviewees (M.A., D.K., A.S., and 

M.K.) believed that experience influences business survival; however, failed 

entrepreneurs agreed it is better to start a business in order to gain the experience, even 

though this could be a costly approach. In addition, the cultural practice of Arab people 

not seeking assistance in what they do not understand hinders them from gaining the 

necessary experience from other people. Watson, Hogarth-Scott, and Wilson (1998) 

observed that work experience gained from past self-employment can be used in 

operating start-ups. Accordingly, the researchers argued that middle-aged people, 

particularly men who have had been employed and gained skills, are able to apply these 

skills and therefore are likely to succeed in their start-ups. 

 

9.3.1.4 Capital Availability 

Availability of capital, not surprisingly, was found to be a crucial factor for small start-

up survival in the current study. In the quantitative analysis, availability of capital was 

the highest barrier to survival under personal factors, with a mean of 3.92, with over 82% 

of participants selecting it as significant to their small start-up failure.  

In the quantitative analysis, participants believed that availability of capital is the most 

significant personal barrier from the individual perspective. More than 80% of 

participants believed that availability of capital is essential for small start-up survival.  
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In the qualitative analysis, it can be seen in figure 9.2 that participants were concerned 

with the difficulty of keeping sufficient initial capital, with all the time-consuming 

government procedures and regulations, as well costly fees for licencing. Interviewees 

pointed out that banks have unsupportive policies toward promoting entrepreneurship: 

banks do not provide loans to entrepreneurs with good business ideas, nor to innovative 

start-ups. 

An empirical study conducted by Al-Ghamari (2016) investigating causes of small 

business failure in Jeddah City stated that there is a relationship between the availability 

of capital and the failure of small businesses. The current research findings support Al-

Ghamari’s finding in Jeddah city and the whole Saudi cities as well. 

Not surprisingly, these results are in line with those of Matthews (2013) and Cowling and 

Matthews (2017), who highlight the importance of capital in a small business. The authors 

note that financing is a huge concern for many people who want to start a business. 

Available capital is necessary for starting a business, but private banks do not provide 

support in terms of loans to start-ups in Saudi Arabia. Many entrepreneurs, therefore, fail 

to implement their businesses or business ideas for lack of the required capital to start or 

to continue their business. Al-Ansari, Pervan and Xu (2013) agree that capital is a critical 

element in start-up businesses, as it is required to cover essential assets such as rent, 

machinery, and the working capital necessary to start operations. In Saudi Arabia, rent 

tends to be expensive compared to other developing countries, especially with payments 

of at least six months in advance being required, which makes it even more difficult for 

individuals to start a business. 

These results consistent with those of Daskalakis and Jarvis (2013), who highlight that 

entrepreneurs are ‘reluctant’ to use outside equity (venture capital, angel investors) for 

the reason that they don’t desire to sell considerable shares in their small start-up 

businesses for a low amount of money. 

In summary, personal factors tend to be the lowest barrier to survival for small start-up 

businesses, with three barriers in particular being prominent, namely dedicated hours, 

experience, and availability of capital.  
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9.3.2 Entrepreneurial Factors 

9.3.2.1 Skills 

 

 

Source: Bridge, S., & O'Neill, K. (2012:220). Understanding enterprise: 

Entrepreneurship and small business. Macmillan International Higher Education. 

Skills refers to quality of performance that is developed through training, practice, and 

experience (Adeyemo, 2009). Entrepreneurial skills are skills needed to succeed in 

business, most specifically in terms of business survival and growth (Adeyemo, 2009). 

The initial focal point must be the entrepreneur’s skill at managing a business, and 

according to many researchers (Schumpeter, 1934; Baum and Locke, 2004; Lofstrom, 

Bates, and Parker, 2014), the likelihood of success is limited when the owner-manager is 

rigid and insufficiently skilled. Many publications have emphasised that the main 

entrepreneur-related predictors of small, medium, and micro enterprise (SMME) failure 

relate to skills, inflexibility, and intemperance (Sullivan, 2005:162; van Emmerik, Baugh, 

and Euwema, 2005:310; Seshadri, 2007:71).   

In the current study, at the quantitative phase, more than 80% of participants believed that 

lack of entrepreneurial skills is a major barrier to small business start-up survival. Not 

surprisingly, the qualitative phase (see figure 9.2), most interviewees agreed that skills 

are the most significant entrepreneurial trait, and that without certain tools, it is difficult 

to grow a business. A senior government interviewee blamed entrepreneurs for any 

failure; he stated: “the business owner is responsible for any failures.” Lack of skills 

could involve lacking one or more needed skills, such as managerial skills, marketing 

skills, financial skills, communications skills, or crisis management skills. For instance, 

lack of managerial skills could mean lack of leadership ability.  

Lack of skills in general leads to failure to take action, especially if changes accrue in the 

business environment, while intemperance can also contribute to imbalance in a business 

(Baum and Locke, 2004).   

Previous literature (e.g. Storey, 1994; Lussier, 1995; Cowling, 2006)  indicates that the 

main causes of business failure in regards to other barriers are the following: firstly, the 

inability of the entrepreneur to establish a coherent vision; secondly, entrepreneur 

misperceptions of needed skills and knowledge; thirdly, the entrepreneur’s inflexibility 
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in the face of environmental change, especially relating to unwillingness to change 

strategy; and finally, lack of motivation on the part of the entrepreneur (discussed in 

section 8.2.2.2). 

 

9.3.2.2 Risk Tolerance 

Risk taking is one of the most fundamental entrepreneurial traits (Burns, 2017). 

Entrepreneurs are known as risk-takers in the Schumpeterian definition. Attitude towards 

risk and perceptions of entrepreneurial activities could affect an individual’s behaviour 

and create barriers to start-up survival. It could be argued that individuals who have 

negative entrepreneurial traits tend to pass up opportunities for the reason that they are 

scared of accepting the risk associated with the opportunities, which causes their start-

ups business to decline in growth then eventually close. 

It can be seen from figure 9.2 that the respondents from the quantitative phase believed a 

failure to take risks is a significant barrier toward small start-up survival. 

From the qualitative phase, it can be seen from figure 9.2 that failed entrepreneur 

participants have a low risk tolerance level. For instance, T.M. and N.F., two failed 

entrepreneurs, did not take any steps to adapt to market change. Other failed entrepreneurs 

did not take the extra steps necessary to meet their customers’ needs. 

These results are consistent with the fact that Saudi Arabia scores high in fear of failure 

globally in the GEM with a score of 39.34 in 2016. After the government’s ambitious 

Vision 2030, which saw massive projects on partnerships and new initiatives, it dropped 

to 34.35, while the global average was 36.97 in 2017. 

These results are in agreement with Sefiani’s (2013) findings, which reveal that successful 

entrepreneurs have a higher propensity for risk taking in Morocco, which shares a close 

socio-culture with Saudi Arabia, as both countries are efficiency-driven economies in the 

Middle East. 

It can be concluded that some of the barriers to business survival at the individual level, 

from a personal perspective, are dedicated hours, experience, and capital availability, 

while barriers from the entrepreneurial perspective are skills and risk tolerance. It could 

be argued that taking risks is an essential trait for an entrepreneur, as Schumpeter 
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described one of the unique entrepreneurial traits as being a risk taker (Huggett, 2015; 

Burns, 2017). 

Below are the most interesting findings related to individual-level factors that are not a 

barrier to small business survival in the context of Saudi Arabia. 

 

9.3.3 Individual Factors, Not Barriers 

It has been found that some factors that are a barrier to survival in developed and 

developing countries, according to previous empirical studies (Storey, 1994; Lussier, 

1995; Arasti et al., 2014; Sefiani, 2013), such as gender, age, education, motivation, and 

negative family influence, were not barriers in the Saudi context, according to respondents 

(see figure 9.2). 

 

9.3.3.1 Gender 

In recent studies (Cowling, 2010; Welsh et al., 2014; Arasti et al., 2014; Sefiani, 2013), 

researchers have found that gender as a personal factor affected the growth of small 

businesses in both developed and developing countries. Welsh et al. (2014), for example, 

claim that gender can affect the success of a small business owner. Apart from managing 

the business, women usually spend more time taking care of their families, and this 

possibly reduces the time they have for their businesses, which increases the likelihood 

of the business failing. 

Interestingly, in the present study, the participants indicated that gender was not a barrier 

to business success in the Saudi Arabian context. This finding is comparable with the 

study by Storey (1994), which highlighted that gender is not an important factor for the 

performance of a firm.  

In the quantitative phase of this research, the gender variable was found not to be a 

significant barrier to small start-up businesses. A descriptive statistical test indicated that 

the majority of the small start-up enterprises are owned by men, which reflects the GEM 

report for Saudi Arabia (2017): “TEA rates of involvement as bases for calculation, 

61.4% of entrepreneurs are men, and 38.6% are women.” These results are consistent 

with those of Cowling (2010), who found that men have a higher rate of business 
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ownership in most Western developed countries, and in the developing world as well; 

however, this does not mean that women have more barriers than men. 

In the qualitative phase, two of the interviewees were women. This could be explained 

by the socially conservative culture in Saudi Arabia. These results are in parallel with 

those of Alghamri (2016).  

A majority of the interviewees agreed that gender is not a barrier to small start-up 

businesses, for the reason that both genders will face the same barriers. 

According to the Hofstede cultural model, Saudi Arabian culture tends to be more 

masculine, with a 60% masculine index, and is tough and assertive (Hofstede Insights, 

2019). One of the obstacles found in this research is that social restrictions, along with 

high competition from men, could explain the low percentage of businesswomen.  A study 

conducted by Alghamri (2016) into the causes of small businesses failure in Jeddah City 

notes that there are significant obstacles for women in Saudi Arabia, such as restrictions 

and transport, which is not applicable within this study for the reason that Alghamri’s 

study was conducted before the Saudi Vision 2030 programme, which aims to ease 

obstacles and empower women in both governmental and non-governmental sectors; for 

instance, since 2018, women can drive. The Crown Prince of Saudi Arabia and the creator 

of the Saudi Vision 2030 said: “Women are half of society, they must be effective and 

productive.”14 

Secondary data from the Ministry of Commerce, last updated in 2014, states that 13% of 

businesses are registered by women, and the remaining 87% are registered by men, which 

supports the mixture of genders in this study, which was 18% women and 82% male. The 

GEM report in 2017 found that Saudi Arabia has a high female/male TEA ratio of 0.83, 

compared with the global average if 0.70 (GEM, 2017). 

An empirical study by Cowling (2000), titled “Are entrepreneurs different across 

countries?” investigated thirteen countries in Europe; only in five countries, including the 

UK, was it found that gender is a significant factor for self-employment. This contrasts 

with the findings of Welsh et al. (2014), who conclude that gender is a factor because 

                                                 
the  sationNnited Utaken from the official Saudi report from the  quotationMohammed bin Salman  13

sustainable development goals. Available at: 
https://sustainabledevelopment.un.org/content/documents/20233SDGs_Arabic_Report_972018_FINAL.p
df. 
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most women have a dual role to play. Regardless of the recent increase in the number of 

women entrepreneurs, most entrepreneurs are men (Ritchie et al., 1984; Cowling, 2010).  

To summarise, according to both quantitative and qualitative findings, gender is not a 

barrier to small start-up survival in the context of Saudi Arabia. 

 

9.3.3.2 Age   

Age is one of the most interesting factors in the literature; there is a lack of agreement as 

to whether it’s a factor or not, even in the same region or county (El Hamzaoui, 2006; 

Sefiani, 2013; Alsaleh, 2016). Several studies mention that young entrepreneurs might 

have a better chance of survival because of their energy and enthusiasm; on the other 

hand, other studies support older entrepreneurs for their experience, passion, and 

sufficient availability of capital to start solidly (Barkham et al., 1996; Storey, 1994; 

Westhead, Wrights, Ucbasaran, and Martin, 2001).  

The findings of the quantitative phase of the present study reveal that the age of the 

entrepreneurs was not a significant barrier. A descriptive statistical test indicates that 70% 

of the small start-up entrepreneur respondents are aged between 19 and 39 years, which 

reflects the Saudi youth population, who make up two-thirds of the whole population. 

These results are also supported by the General Authority of Statistics (2018), who show 

that the percentage of Saudis working in SMEs aged between 26 and 35 years is around 

41%. 

In the qualitative phase, respondents believed that age is not a barrier to small start-ups 

in the context of Saudi Arabia; if they have the experience and the know-how, the chance 

of success becomes higher (see figure 9.2). 

Sefiani (2013) conducted a study in Tangier, Morocco, titled “Factors for success in 

SMEs”. Sefiani states that age could play a factor in business survival, especially when 

entrepreneurs are between the ages of 25 and 45 years old. However, a study conducted 

in Saudi Arabia by Alsaleh (2016) on the performance of SMEs in in the country found 

that “the age of owner/manager does not significantly predict SME performance in Saudi 

Market. It cannot be concluded that older owner/manager is more likely to achieved 

success in the Saudi market”. Similarly, Alfaadhel (2010), who also conducted a study in 

the Saudi context, on the critical success factors for SME, has shown that age was the 
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lowest in term of priority weight among entrepreneurial factors, and the lowest among all 

factors examined in the study. 

In developed countries, Storey and Greene (2010) note that entrepreneur age has an 

“inverted U-shaped relationship with business performance”, since young entrepreneurs 

tend to lack capital and experience, while older entrepreneurs suffer from a lack of energy, 

which could affect the growth of the business. Storey and Greene believe that middle-

aged entrepreneurs combine energy with experience and are thus most likely to survive 

and grow quickly. However, Cowling et al. (1998) and Cowling (2000) state that there is 

a positive relation between an increase in entrepreneurs and age in most EU countries. 

Overall, the findings of the present study are in parallel with those of Alsaleh (2016) and 

Alfadheel (2010) in the context of Saudi Arabia, who found that failure or success are not 

linked with the age of the entrepreneur. It could be concluded that there is no precise age 

at which it is perfect to start your own business in order to increase survival rate; however, 

it could also be argued that being young might increase the number of hours spent, which 

could lead to a higher chance of survival. 

 

9.3.3.3 Education  

The quantitative data analysis reveals that level of education is not of paramount 

importance in the failure of small start-up businesses in Saudi Arabia. 76% of the failed 

entrepreneur respondents held a bachelor degree or more, which indicates that most of 

them have a high level of education, and their businesses still did not survive, which could 

reflect the statistical analysis which shows that education level from the perspective of 

failed entrepreneurs is not a barrier. 

The qualitative analysis phase reveals that respondents also believed that level of 

education is not a barrier since there is evidence of many local successful entrepreneurs 

who have a low level of education. 

Similarly, a study conducted by Al-Saleh (2016) predicting the performance of SME 

enterprises in Saudi Arabia shows equivalent results, i.e. that there is no link between 

education and SME performance. In contrast, Al-Ghamri (2016) showed that education 

is a significant factor regarding the discontinuation of small businesses in Jeddah City. 

Interestingly, Storey (1994) notes that Evans and Leighton found that a high education 

level has a link with a high chance of surviving in regards to small businesses in the USA, 
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while Dolton and Makepeace emphasise that educational level has no link to business 

survival in the UK. In developed countries such as those in the EU, Cowling (2000) found 

that education could be significant, with a 53% survival rate for businesses depending on 

education level. Storey and Greene (2010:257) offer five justifications for why education 

is important for small start-up businesses, one of which is that “education enhance the 

skill base of individual, enabling them to address and overcome the problems associated 

with running a rapidly growing enterprise.” 

In terms of developing countries, this result contrasts with the findings of Stefani (2013), 

who found that education of entrepreneurs seems to be of paramount significance in the 

success of businesses in Tangier.  

In summary, from the researcher’s perspective, education is a barrier to survival, since 

many failed entrepreneurs that the researcher interviewed suffered from a lack of business 

knowledge, even though they held a bachelor’s degree or higher. Having a degree in art 

or computer science (for instance) does not mean that someone will have the 

knowledge/skills needed in business. D.K., a consultant in a government institution, 

mentioned that the outcome of the education process in Saudi Arabia does not meet the 

necessary market skills. 

 

9.3.3.4 Motivation  

Motivation is the core concept within the psychological literature and a key 

entrepreneurial trait. Motivation reflects aspirations and a passion for starting a business 

and creating something (Moore and Buttner, 1997). As Carsrud and Brannback (2011:20) 

state, “entrepreneurial motivations are important explanatory mechanisms for a variety 

of entrepreneurial behaviours”. The reasons for starting a business vary from person to 

person, however (Birley and Westhead, 1994). Motivations vary from one entrepreneur 

to another, and include financial and non-financial factors, such as personal satisfaction, 

independence, and flexibility. As seen in chapter 7, in the motivation section, more than 

51% of respondents started a business for financial satisfaction, while more than 41% did 

so for non-financial satisfaction (figure 7.11). 

Interestingly, based on the quantitative phase, variable motivation was found to have a 

neutral impact on small start-up survival. Failed entrepreneurs believed that motivation 

has a neutral significance for small start-up survival. At the qualitative phase, the 

interviewees (successful, senior businessmen and SME participants) mentioned that 
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motivation plays an essential role in small start-up survival. They commented that 

motivation is an essential ingredient in having a higher chance of survival in regards to 

their small start-up businesses (see figure 9.2). Interestingly, failed entrepreneurs in this 

study believed that motivation is not essential for small start-up survival, while several 

previous studies (such as Baum et al. 2001) have proven that it is essential for new venture 

survival.  

A study conducted by Hajjaj (2012) exploring “influences on the growth of small firms 

in Libya” noted that the motivation of the owner influences the growth of a business. 

Similarly, the views of the owner regarding the need for growth also assist in establishing 

motivation to grow the business. It is possible that if the business owner has the wrong 

motivation in starting a business, this will negatively affect the growth of the business. 

However, Hajjaj (2012) underlines that a positive motivation such as the need for 

independence and a better chance to earn more would positively impact the growth of a 

business.  

A study conducted by Baum et al. (2001) found that motivation has a direct effect on new 

venture performance; however, the effects of the trait and skill composite factors were 

indirect through motivation and organisational factors. These findings likewise support 

those of Morrison et al. (2003) and Simmons et al. (2018), who also identify that 

motivation significantly affects small business establishment and success.  

Lastly, the GEM report in 2017 found that Saudi Arabia scored the lowest in the 

motivational index at 1.15, compared to the global average of 3.00 (GEM, 2017). 

 

9.3.3.5 Family influence 

Several studies have illustrated that negative family influence can cause small businesses 

to fail, especially when family are involved in management (Storey, 1994; Anderson and 

Reeb, 2004; Revilla, Pérez-Luño, and Nieto, 2016). Rody and Stearns (2013) found that 

family background and the volume to the social network could determine the success or 

failure of a business. Interestingly, the findings in the present study were different. 

The findings of the quantitative phase reveal that the negative influence of family on 

entrepreneurs is not a significant barrier. A descriptive statistical test indicates that 47.3% 

of the small start-up entrepreneurs believed that family is not significant for their small 

start-up failure, while 34.8% believed it is significant. This is despite the fact that Saudi 
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Arabia has a strong collective society, in which people depend on social circles like family 

and friends for assistance. In addition, Islamic culture stresses the need to obey and 

respect parents, and this philosophy is applied in business – but this was still not a barrier 

to start-up business survival.  

At the qualitative phase, respondents had a different view (see figure 9.2). One of the 

failed entrepreneurs closed her business in order to obey her father’s will. Others believed 

that family members always underestimate each other, which makes entrepreneurs work 

even harder toward their goals. A study conducted by Sefiani (2013) states that 

entrepreneurs tend to have a higher chance of survival if their parents are educated. 

Westhead and Cowling (1998) state that it is hard to characterise a performance impact 

based only upon family ownership, since performance and family ownership are in a 

mixed relationship. 

In summary, this research has highlighted the most interesting factors that are not a barrier 

to small start-up survival: gender, age, education, motivation and family influence. 

 

9.4 Enterprise 

The internal environment (business level) is classified into several factors related to 

enterprise, namely size, location, partnership, newness, marketing, planning, 

management, financial control, and use of technology. This section discusses the 

internal level of small start-up failure in the context of Saudi Arabia, according to the 

primary empirical findings, and compares them with findings from secondary sources. 

 

9.4.1 Location  

Stearns, Reynolds, and Williams (1995) found that when firms are optimally located, 

sustainable development is often promoted. One of the key variables which informs the 

desirability of any given location is population density, where high population density 

contributes to satisfactory market size, and low population density prevents the firm from 

exposing itself to a sufficient number of consumers (Rogerson, 2000). Another critical 

variable is that of small business concentration in a particular area, where overcrowding 

can lead to a situation in which certain businesses suffer from a lack of customers 

(Rogerson, 2000). Taken together, the literature indicates that when a firm’s location is 

not ideal, its survival is undermined. 
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In the current study, the quantitative phase found that location is a critical factor to small 

start-up businesses, with a significance level of 0.001 and a mean of 3.28. These results 

are supported by the qualitative phase, and by the majority of interviewees (e.g. N.B., 

M.A., M.D., and D.K.), who agreed that location is important to small start-up survival 

(see figure 9.2). 

Storey (1994) and Liedholm (2002) discuss the impact of urban versus rural location as a 

factor for businesses survival. One of the failed entrepreneurs in the present study (N.F.) 

claimed that her failure was caused by her business’s rural location, as most of her 

customers preferred the shops in mega-cities such as Riyadh over rural villages.  

On the other hand, (Sorenson & Baum, 2003:11), who focused on geographical clusters, 

state that management scholars identify the significance of location: “the location in 

which a firm resides determines many important elements of its business environment”. 

Additionally, Porter’s ‘five forces’ (1990) offered the business world a ‘diamond’ 

framework for evaluating the attractiveness of different locations.  Audretsch’s (2003:44) 

view is that “while the boundaries of the firms still matter, so too do the boundaries of 

spatial agglomerations”. Even Adam Smith, in 1776, mentioned of the benefits of the 

division of labour in driving the growth of cities, which indicates that the agglomeration 

of economic activity is beneficial for small start-up businesses survival. 

These results are in agreement with Storey’s (1994) findings, which show the advantages 

of “co-locating” with other businesses, which are: first, “access to a pool of labour”; 

second, “cost advantages”, and last, “the possibility of knowledge spillovers.” 

In conclusion, the findings of both the quantitative and the qualitative phases reveal that 

location is significant to small start-up survival in the context of Saudi Arabia, especially 

in the retail and service sectors. This was confirmed by many of the interviewees (see 

figure 9.2). 

 

9.4.2 Partnership 

Some professional businesses are required by law to conduct their business in a 

partnership, such as doctors, lawyers, and accountants. The advantage of a partnership is 

that it allows for the expansion of resources, network, capital contribution, and other 

needed skills; but it can be also a disadvantage, for example as a result of a lack of trust 

(Burns, 2016).   
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One of the most interesting barriers to start-up survival that was found in the present study 

is partnership issues. In the quantitative phase, more than 65% of respondents believed 

that partnership issues could be a barrier to small start-up enterprises, with a significance 

level of 0.058.  

In the qualitative phase, interviewees had different opinions. One of the failed 

entrepreneurs stated that they had to sell their business after they failed to agree with their 

partner due to communication issues. Other partnership issues with failed entrepreneurs 

that were raised included one partner not having the necessary capabilities or 

competencies for managing a business. On the other hand, one of the senior government 

officials interviewed believed that partnerships could be a survival factor, especially if 

each partner can fulfil the other’s weaknesses. Interestingly, as can be seen from figure 

9.2, a majority of failed entrepreneurs did not believe that partnership was a barrier to 

their business survival. 

These results reflect the fact that several previous empirical studies have shown mixed 

results regarding the impact of partnerships on the survival of a business. For instance, 

Al-Ghamri (2016) found that partners bring different capabilities and resources that 

increase the competitiveness of a business, such as resource skills, expertise, networking, 

and financial resources. This claim is supported by Lofstrom, Bates, and Parker (2014), 

who also found that small businesses with a high number of directors have a higher chance 

of surviving than a business with few directors.  

On the other hand, the negative impacts of partnerships include a high possibility of 

owners engaging in more than one role, which creates disputes, particularly where there 

are no clear structures that define the responsibilities of each partner. Poor communication 

has been found to result in conflicts that cause businesses to close. The findings of past 

studies were echoed in the current study’s interviews, where interviewees had conflicting 

responses concerning partnership. 

In conclusion, these results are in agreement with those of Hyder and Lussier (2015), who 

found that partnership issues are one of the most significant barrier to start-up survival in 

Pakistan. On the other hand, they contrast with the findings of Storey (1994), who 

suggested that businesses owned by more than one individual have a higher chance of 

growth than a single ownership business. 
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9.4.3 Marketing 

Marketing plays a major role in the success of a small business. It is one of the key 

strategies for a start-up enterprise’s survival, and an essential ingredient for the 

development of a sustainable business in the long run (Smallbone, 1991; Storey, 1994; 

Stoke and Wilson, 2017). Indeed, when the business owners are able to develop a strategic 

marketing plan that includes advertising and product enhancements, better packaging, 

and customer incentives, they are likely to succeed in their business. Stoke and Wilson 

(2017) underline that the most successful small businesses are the ones that identify 

market gaps and that have an opportunity to fill these gaps.  

Small businesses can also benefit more by using social media, which has become a 

powerful marketing tool. However, a social media marketing campaign has to target the 

right consumer segment for it to be effective. Lack of correlation between production and 

marketing is considered to be a lack of strategy.  

In the present study, at the quantitative phase, lack of marketing scored as the highest 

barrier from the enterprise perspective. More than 80% of respondents believed that poor 

marketing strategy was the reason for their small start-up business failure, with a mean of 

3.80 and a significance level of 0.000*. 

Consistently, in the qualitative phase, interviewees supported the quantitative findings, 

highlighting the importance of using social media as a tool to discover a start-up’s target 

audience and attract them with their needs. Using the six Ps (product, price, place, 

promotion, people, and performance) is essential for a start-up to draw a road map for 

their marketing strategy. 

Several previous studies have highlighted the importance of small businesses having a 

clear strategic marketing plan to meet the needs of their target audience (Arasti, Zandi 

and Bahmani, 2014). 

These results are also consistent with those of Chittithaworn et al. (2011) in Thailand and 

Eunni et al. (2007) in China; both studies conclude that marketing is a critical strategic 

factor in start-up survival. On the other hand, the results of the present study do not 

support the findings of Alsaleh (2016), who argues that marketing factors do not have a 

statistically significant connection with small enterprise performance in the context of 

Saudi Arabia. They also contradict the findings of Hogarth-Scott et al. (1996), who state 

that marketing has no influence on small business performance in Sri Lanka. 
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In summary, this study has found that marketing factors are the most significant barrier 

to the survival of small start-up businesses from the enterprise perspective in the context 

of Saudi Arabia. It can be seen in figure 9.2 that the majority of failed entrepreneurs did 

not believe that marketing is a barrier to their small business survival, while, on the other 

hand, successful entrepreneurs, government officials and senior businessmen believed 

that marketing is an important factor for small start-up survival. 

 

9.4.4 Planning 

 

 

Adequate operating mechanisms and structures within a firm are a key predictor of the 

degree to which it will perform effectively in a competitive industry or sector. Therefore, 

when a firm does not have a clear business plan, this compromises its internal operating 

mechanisms and structures, ultimately resulting in the misalignment of its systems with 

its strategies (Stoke and Wilson, 2017).  

At the quantitative phase, weak business planning was the second most significant barrier 

in the enterprise perspective, out of ten factors, with a mean of 3.65 out of 5, after 

insufficient marketing (see figure 9.2). 

At the qualitative phase, an official from the SME authority blamed failed entrepreneurs 

for not accurately planning. D.S. blamed insufficient planning by entrepreneurs instead 

of blaming the level of bureaucracy that means a restaurant license might take up to nine 

months to be issued: 

Many people fail in planning as they assume it will take a month or two to be 

licenced and have a permit and a working visa… let’s assume that I will open a 

restaurant, I should plan that it will take nine months to fulfil that goal with the 

requirements of the Ministry of Labour.  

Based on the interviews, it appears that lack of planning is embedded in lack of vision. 

Lack of vision implies that an owner cannot plan ahead, therefore a venture may fail easily 

in any unpredicted future circumstances. It was observed by Ahmad and Muhammad 

(2015) that a business which lacks proper planning is unlikely to survive in a competitive 
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market. According to Shane (2001), 80% of business failures stem from an absence of 

systems comparable to the franchise model.  

According to Burns (2007), planning helps to address three main issues:  

1- Viability, which is a customer, competition, and marketing strategy. 

2- Resources, which is the human capital and finance needed for a start-up, with a 

compulsory forecast of cash flow. 

3- Credibility, i.e. a track record, to assemble the resources a start-up need.  

This study’s findings are in line with those of Hyder and Lussier (2015), who found that 

failure in business planning is one of the critical barriers to small start-up survival in 

Pakistan. Alsaleh (2016) also stated that there is a significant association between 

planning factors and performance of small businesses in Saudi Arabia. 

 

9.4.5 Management 

“How does managing a small firm differ from that of a larger organisation?” This 

question was raised by Stoke and Wilson (2017). The question could be answered by 

looking at different environment concerns and different probabilities, such as cost, or 

government regulations and legislation, which require small start-up business managers 

to pay more attention than managers of large firms. 

The literature is unanimous in suggesting that the managerial style adopted by an 

entrepreneur within a small business is a fundamental determinant of the probability of 

their firm’s survival.  

In the quantitative phase, insufficient management ranked the third highest barrier from 

the enterprise perspective, with a mean of 3.41. In the qualitative phase, the interviewer 

observed the lack of managerial skills of failed entrepreneurs that led their small start-up 

to fail. Soft support consultant D.K. highlighted that there are certain skills needed for 

entrepreneurs to ensure their business survives, calling them the ‘four legs’:  

Any table (business) has four legs (aspects) which are technical, financial, 

management, and marketing aspects; entrepreneurs are mostly familiar with only 

one of these aspects. 

The important implication of this finding is that when examining the phenomenon of 

enterprise failure, the human factor is central to entrepreneurial activities. It is worth 



 

222 | P a g e  

 

remembering that management within organisations mostly involves human beings, and 

it could be argued that they often act in their own interests (Mellahi et al., 2002:17; 

Abouzeedan and Busler, 2004; Amoah, 2016). In this matter, it is clear that small venture 

failures reflect underlying human failures, which reflect inadequate management. In turn, 

we can conclude that the management undertaken by entrepreneurs is inextricably linked 

to the degree to which their small start-up venture can last.  

Human capital is one of the most critical predictors of a firm’s efficacy and sustainability. 

It is significant that the relationship between financial capital and survival has never been 

confirmed (Cronje, du Toit, and Motlatla, 2000:98; Van Praag, 2003:1; Cronje et al., 

2006). The researcher argues that the way in which resources (e.g. human capital) are 

integrated with opportunities is the main determinant of small business survival. As a case 

in point, the researcher found that when an entrepreneur fails to bring together resources 

and opportunities, the outcomes ultimately undermine the firm’s sustainability and 

stability. 

Several studies of small business survival in both developed and developing economies 

have focused on ‘hard’ symptoms of failure, ignoring the ‘soft’ intangible concerns such 

as managerial skills (Banfeild, Jennings, and Beaver, 1996). 

The findings of the present study are consistent with the findings of Banfeild, Jennings, 

and Beaver (1996), who highlight the importance of entrepreneurial managerial 

competence: “one of the primary components in small firm success must be the 

managerial competence of the owner-manager.” 

It could be argued that small business failure could be considered a “contagion effect”, 

for the reason that it unleashes several negative consequences, starting with stakeholders 

such as business owners, shareholders, employees, and suppliers (Amoah, 2016). It also 

affects a country’s economy itself, negatively affecting economic growth (Lang and Sulz, 

1992). When efficiency decreases, the rate of success decreases, especially when trying 

to capitalise on opportunities or consumer demand. This is the case in competitive 

industries, since the accumulation of inefficiencies has a compounding effect on the 

disadvantages that a business suffers as a consequence of unskilled leadership and 

management. Ultimately, many small businesses fail because of ineffective resource 

management.  

The misalignment of a firm and its internal environment is a difficulty that must 

invariably be remedied by the owner. It is especially important to recognise that one of 
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the main determinants of small business failure is misalignment between the firm’s 

internal and external environment (Mellahi and Wilkinson, 2004:1). When approaching 

the problem of small business failure through this lens, the focal point must be the 

capability that an owner has to manage uncertainties in the external environment in a clear 

and coherent way, since this can constitute a major threat to the firm’s financial health 

and sustainability. Keasy and Watson (1991, 1993) reviewed small business failure by 

examining a number of qualitative indicators such as the time it takes limited companies 

to submit their account to Companies House, number of directors, and other indicators. 

Their studies show that small firms with fewer directors have a greater risk of failing than 

a small firm with more directors. 

Overall, the research findings are consistent with an empirical study by Al-Ghamri (2016) 

who found that poor management of small enterprises is one of the barriers that contribute 

to the discontinuation by 54% in Jeddah City, Saudi Arabia. 

 

9.4.6 Financial Control 

It has been extensively argued that financial control has a significant connection to an 

enterprise’s survival, where small start-ups are concerned (Cronje, du Toit, and Motlatla, 

2000; Van Praag, 2003; Cronje et al., 2006; Balios, Daskalakis, Eriotis, and Vasiliou, 

2016). The challenge that small start-ups face is lack of sufficient cash flow, which often 

results in failure for the reason that businesses are unable to sustain operational costs 

(Daskalakis, Jarvis, and Schizas, 2013).  According to Bruton and Rubanik (2002), small 

businesses in the high-tech industry most frequently fail because of insufficient financial 

resources. 

At the quantitative phase, more than 75% of respondents believed that lack of financial 

control creates a barrier to small start-up survival. 

Similarly, at the qualitative phase, successful entrepreneurs, government officials, and the 

senior businessman highlighted the importance of small start-ups managing their cash 

flows wisely during the start-up period, more than focusing on generating profit, as this 

is a critical stage. Interestingly, as can be seen in figure 9.2, failed entrepreneurs did not 

think that managing cash flow is crucial at the start-up stage. D.S., who is an official SME 

representative, mentioned that banks in Saudi Arabia do not lend to start-ups, as discussed 

above, and for that reason, ensuring sufficient cash flow can increase the chance of 

survival. Burns (2007:167) states that cash flow is “the life blood of a business”, since it 
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covers daily expenses. Burns notes that start-ups spend their cash on premises and 

equipment before the customer comes to them, and for that reason many start-ups will 

have negative cash flow, which is called “the Death Valley Curve”. 

 

 

Figure 9.3: The Death Valley Curve 

Adapted from Burns (2007:167) 

 

From the graphic in figure 9.3 it can be seen that revenue can be generated after a while, 

however, during the Death Valley Curve, small start-ups are in danger of running out of 

cash, which could cause many to stop operating. 

These results are in accordance with other research indicating that financial control is 

critical for small start-up survival (Cowling and Matthews, 2017; Hyder and Lussier, 

2015; Bolton, 1971; Storey et al., 1987; Nayak and Greenfield, 1994; Jindrichovska 2013; 

Mungal and Garbharran, 2014; Xiao and Ritchie, 2009). These results are also in 

agreement with findings from developing countries such as China. Xiao (2007) 

investigated financing of small high-tech businesses in China, and found that start-ups 

use internal funds as a key financial source and have a significant funding gap finding in 

the long term. 

On the other hand, this finding is in contrast with the findings of Alshaleh (2016) and 

Siow Song Teng et al. (2011), who found that financial management is not a significant 

barrier to small business success in the Saudi Market and Singapore. 
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9.4.7 Use of Technology 

The development of technology nowadays does not show any rate of slowing (Bridge, 

O’Neill, and Martin, 2009). The importance of technology to small businesses has 

received tremendous attention in the entrepreneurship field (Robertson, 2003; Alhilou, 

2015; Binnui and Cowling, 2018; Xiao and North, 2018). Nowadays most entrepreneurial 

enterprises thrive through innovation and use of hi-tech resources (Binnui and Cowling, 

2018; Xiao and North, 2018). 

Interestingly, at the quantitative phase the respondents had different views concerning 

whether the absence of technology was a factor in their small start-up business failure; 

the significance level was 0.229 with a mean of 3.09, meaning the absence of technology 

received a neutral opinion (see figure 9.2). 

Conversely, the findings of the qualitative phase reveal that successful entrepreneurs and 

government officials, as well as failed entrepreneurs, all believe that using technology 

will expand a small business’s target audience, which may lead to increases in sales; for 

that reason they believe that using technology is extremely significant for small start-up 

businesses (see figure 9.2). One of the failed entrepreneurs mentioned the importance of 

having an online store; she highlighted the low operational and legal costs compared to a 

normal retail store. One of the barriers to survival is not being completely dependent on 

technology. After she generated a decent income from her online store, she opened a retail 

store, believing she might generate more income, however the reverse happened (with all 

the operational costs, legal costs, government fees, and rent). 

The results of this study are consistent with the findings of Robertson (2003), who 

highlighted the significance of technology to small businesses in the developing world, 

in order for them to converge with the market in developed countries.  

In summary, the enterprise (internal level) barriers to survival for small start-up 

enterprises in Saudi Arabia are location, partnership, marketing, planning, management, 

financial control, and use of technology. 
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9.5 Environmental Barriers 

It could be claimed that supportive environmental factors can enhance the survival rate 

of small start-up businesses in developing countries (Scott, Rosa, and Klandt, 1998; 

Reynold et al., 2000; Kriestiansen et al., 2003; Sinha, 1996; Al-Ghamri, 2016). However, 

in the context of small businesses, environmental factors such as economic, political and 

infrastructural factors in developed countries are less likely to affect small businesses. 

Figure 9.4 shows the main barriers to survival from the environmental (‘external’) 

perspective. 

 

Figure 9.4: Key Environmental Barriers 

 
The conceptual framework of this study also examines small business failures 

macroscopically, focusing on the matter of key conflicts between a firm and its 

environment (Turner, 2005; Seshadri, 2007). The core feature of this viewpoint is that it 

gives a general understanding of the main factors of the external environment that cause 

limitations on managerial activities that can affect small firms. 

Environmental factors tend to be unmanageable, since they are rarely controllable by a 

small business owner but can pose a serious threat to a firm’s survival. In terms of how 

environmental uncertainties can be defined, they are often viewed as the result of 

fluctuating external conditions, which might lead to a situation in which a small start-up 

firm’s future cannot be accurately predicted. Certain fluctuating external conditions arise 

from changing sales demand (‘market shift’), while others stem from technological 

advancement (Anderson and Tushman, 2001). 
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It is important to recognise that various environmental uncertainties can undermine the 

survival rate of many SMEs. Below is a diagram from GEM (2018) showing the Saudi 

entrepreneurial framework compared with an efficiency-driven economy and the GEM 

average.  

 

Figure 9.5: Saudi entrepreneurial framework 

Adapted from GEM (2018): ‘Average status of SA entrepreneurial framework 
compared with efficiency-driven nations and GEM averages’ 

 

According to a World Bank report (2018), Saudi Arabia ranks 135 out of 190 globally in 

terms of ease of doing business. The following sections discuss economic socio-cultural, 

political, and infrastructural barriers to small business survival. 
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9.5.1 Economic  

Most governments strive for stable growth, low inflation, low-interest rates, and a steady 

exchange rate as the economic backcloth against which businesses can plan effectively. 

The effects of the trade cycle upon the birth, death, and growth-rates of all businesses 

may override the impact of interventions, however, and the effects can be severe on more 

vulnerable small start-up firms. 

The external economic barriers to small start-up survival in the present study were highly 

obvious. According to the survey, participants agreed that all seven barriers (economic 

recession, drop in oil prices, entry of foreign investors, strict market conditions, high 

level of local competition, difficulties in sourcing labour, lack of financial support from 

banks and financial institutions) were significant from the economic perspective. Below, 

the most significant barriers to survival from the economic perspective are discussed. 

 

9.5.1.1 Labour 

Difficulty of sourcing labour is one of the most interesting economic barriers in the Saudi 

context. The findings of the quantitative phase show that respondents believed that 

difficulty of finding labour is the most significant barrier in the whole economic 

perspective; more than 80% of participants believed that absence of labour is a major 

barrier, with a mean of 3.77. 

In parallel, at the qualitative phase, interviewees highlighted that the Ministry of Labour’s 

harsh rules on Saudisation and the strictness of giving visas and working permits allowing 

start-up entrepreneurs to employee foreigners make it difficult for small start-ups to 

survive. 

These results are in accordance with recent studies (Alfaadhel, 2010; Alshaleh, 2016) 

which indicate that foreign labour is indispensable for the country’s economic 

development, especially in small businesses in Saudi Arabia. 

 

9.5.1.2 Private Financial Institutions 

Fiscal policy aims to help the growth and survival of small businesses; the issue is that 

small businesses face unique problems when seeking access to finance from external 

markets (Cowling and Matthews, 2017; Stiglitz and Weiss, 1981). Arasti, Zandi, and 
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Bamani (2014) note that small Iranian start-up businesses face challenges in seeking 

funding. It seems that entrepreneurs in developing countries struggle more to access 

funding.  

During to the quantitative phase of the present study, the survey asked entrepreneurs 

about the challenges that caused them close their businesses: difficulties of funding were 

the first obstacle. More than 90% of respondents believed that lack of financial support 

was the most significant barrier for their start-ups. 

At the qualtative phase, interviewees highlighted that difficulties in being funded by 

banks are one of the top five obstacles to small start-up business survival. Lack of 

financial resources has often been highlighted as one of the main environmental barriers 

for small business survival (Van Auken and Manning, 1999; Everet and Watson, 1998; 

Xiao, 2007; Ooghe and Prijker, 2008; Wu, 2018). 

Small start-up businesses in Saudi Arabia suffer from the absence of bank loans (see 

figure 9.5). Very few governmental and non-governmental hard support institutions 

support them (see chapter 3). The Saudi Arabian Monetary Authority (SAMA) is not 

sufficiently supporting start-ups. The Saudi Arabian economy is one of the biggest 

economies in the world, a member of the G20, yet there are only 12 private banks trading 

(SAMA, 2018). This makes Saudi banks ‘indolent’, generating around 10 billion pounds 

of revenue, mostly from fees and low-risk investments such as huge loans to mega 

companies (SAMA, 2018). Most developed and developing countries have around 70 to 

150 banks, which might give the impression of a monopoly in the banking sector in Saudi 

Arabia.  

None of the private banks have made any significant impact in terms of social 

responsibility, which has led to criticism of SAMA from Saudi citizens, for not obliging 

these 1115 banks to lend to start-ups, which would be a small percentage of their immense 

profits. 

With regards to developed countries, several scholars, such as Daskalakis, Jarvis, and 

Schizas (2013), have investigated how the size of a firm affects its financial structure. 

Daskalakis, Jarvis, and Schizas found that small businesses in Greece faced difficulties 

in gaining access to finance.   

                                                 
15 After the interviews, two Saudi banks merged, for that reason, banks in Saudi dropped from 12 banks to 
11 banks.  
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This study’s findings match those of earlier studies (e.g. Alshaibe, 2000; Alsulamy, 2005; 

Alfedheel, 2010) which also declared that finding financial support is one of the top three 

challenges for small businesses in Saudi Arabia. 

These outcomes are also supported by Al-Yahiya and Airey (2012), who found that 89% 

of Saudi entrepreneurs faced difficulties in obtaining loans from Saudi banks. This 

concern was directly related to the rejection of more than 80% of SME loan applications 

by Saudi banks (Taha, 2012). There is a credit gap in the SME sector, estimated at $300 

billion for optimal operation (Oxford Business Group, 2016). A report from the World 

Bank highlighted the proportion of loans from commercial banks to SMEs does not 

exceed 1.5% in Saudi banks (World Bank, 2012).  

These results are in line with a Global Entrepreneurship Monitor Report (figure 9.6). It 

can be seen that entrepreneurs suffer from lack of finance in Saudi Arabia; interestingly, 

this became worse in 2018 (GEM, 2018). 

 

 

Figure 9.6 Supportive Cultural Level in Saudi Arabia 

Adapted from GEM (2018): Score 1-5 (insufficient to highly sufficient) 

 

Lack of access to finance is also a challenge for small start-up businesses in other 

developing countries, such as in South Asia (Gundry, Ben-Yoseph, and Posig, 2002). 

Most small start-ups’ primary source of funding has been loans from family and friends, 

personal savings, credit cards, and home equity loans (Xiao, 2007; Daskalakis, Jarvis, and 

Schizas, 2013).  

Cowling and Matthews (2017) stress that a lack of private bank loans is one of the main 

external financial barriers to small start-up success, as cash flow is the lifeblood of a small 

start-up; without cash flow, daily processes such as manufacturing, payrolls, services, and 
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another operational costs cannot continue. Lack of physical assets to place as security 

against loans makes it even harder (Cowling, 2010).  

 

9.5.2 Socio-Cultural 

Differences in culture have a significant impact across countries (Cowling, 2000). Saudi 

Arabia is a unique culture. The country has an estimated population of around 30 million, 

70% of which are young people. Numerous studies have mentioned the impact of society 

and culture on an entrepreneur’s role in changing performance, approaches, and decision 

making in daily life. 

In the present study, both quantitative and qualitative findings agree that socio-cultural 

perspectives in Saudi Arabia are not a barrier to small start-up businesses. It could be 

claimed that they are in fact a positive factor, for the reason that two-thirds of the 

population are 30 years old or younger, and young people tend to be active and supportive, 

particularly in exploring and trying anything new (GEM, 2017). 70% of the population 

thus become an essential element for any local start-up business’s success, especially 

when young people are the target audience. Word of mouth is one of the best marketing 

strategies; most consumers believe in recommendations from relatives or friends, and 

with a culture made up of more than 70% young people, this becomes even more 

powerful, especially since youth tend to use social media more often (Ryan, 2016). 

The results of the present study are in line with the GEM report’s findings in 2017-2018, 

which shows the increase of Saudi cultural support level from 2.72 in 2016 to 3.25 in 

2018, which means that youth generation tend to be more open and less conservative to 

try and support (GEM, 2019; see figure 9.7). 

 

 

Figure 9.7 Supportive Cultural Level in Saudi Arabia 

Adapted from GEM (2018): Score 1-5 (insufficient to highly sufficient) 
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9.5.3 Political 

The regulatory environment is an important factor for small start-up business survival. It 

can be claimed that each study that has investigated the relationship between the 

regulatory environment and enterprise performance has mentioned the important role of 

the regulatory environment. For instance, Arasti et al. (2014) mention how inappropriate 

regulation policies are recognised as a threat to small businesses in Iran. The SME 

Authority and the Ministry of Commerce realised the significant negative effect of 

political boundaries for start-ups, as set out in Saudi Vision 2030 (Miras.gov, 2018). 

The present study investigated how the political perspective in the context of Saudi Arabia 

impacts on small start-up survival. Below are the most significant barriers to small start-

up business survival from the political perspective. 

 

9.5.3.1 Government Regulations 

Regulations are the administrative and legal rules created, applied, and enforced by 

government regulatory authorities at the local, national, and transitional levels. They 

mandate and prohibit actions by individuals and organisations, subject to criminal, civil, 

and administrative penalties (Hart et al., 2008).  

Capelleras, Mole, Greene, and Storey, (2008) raise a question: “Do more heavily 

regulated economies have poorer performing new ventures?” They found that in Britain 

and Spain start-up size and growth do not depend on the regulatory environment. 

However, this study was conducted in developed countries, and the results cannot be 

compared fairly to developing countries such as Saudi Arabia. 

Owners of small start-up businesses criticise government regulations that should not be 

equal to large firms. At the quantitative phase of the present study, respondents believed 

that government regulation is the third biggest barrier after the funding issue and lack of 

skilled labour, with 85.4% (see appendix V). This result is consistent with Alfadheel 

(2010), who states that government regulation is the second most significant barrier to 

entrepreneurs in Saudi Arabia. 

Similarly, in the qualitative phase, interviewees raised regulations as a barrier to starting 

a business in Saudi Arabia. Most of the regulations have not been updated for the last 30 

years. The requirements of the municipal and technical authorities for commercial public 
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shops is irrational, for example: if entrepreneurs plan to open a coffee shop, they have to 

follow the requirements of licencing. A humorous example of municipal regulations is 

Item 5, Section 8, which says “the ceiling of a coffee shop should not be too low or too 

high”, without mentioning an approximate size; also, the walls should be in oily light 

paint! Interestingly, the majority of coffee shops have dark rough paint! 

Another issue raised is the lack of comprehensive regulations. Senior businessman A.S. 

highlighted the issue of not having comprehensive rules for all businesses; he said: “Start 

now and ask for forgiveness later!” 

The role of regulation is important for businesses. Djankov et al. (2002) examined eighty-

five countries using World Bank data, concluding: 

We do not find that stricter regulation of entry is associated with higher quality 

products, better pollution records or health outcomes, or keener competition. But 

strict regulation of entry is associated with a sharply higher level of corruption, 

and greater relative size of the unofficial economy.  

(Cited in Storey and Greene, 2010:419) 

The Saudi government is working hard but their efforts are not sufficient to reduce the 

burden on small start-up businesses. For instance, the Miras centre, established by the 

Ministry of Commerce as a one-stop-shop in 2018, is unfortunately limited to just basic 

services. Bureaucracy, on the other hand, is extremely high, since the level of regulations 

are high. In order to ease the process of doing business, many regulations and legislation 

should be updated. For instance, the Ministry of Labour requires small start-ups to employ 

Saudis under the umbrella of Saudisation for a few months in order to receive a working 

visa for foreign workers. 

In the UK in 1997, the ‘Better Regulation Task Force’ was created to reduce the burden 

of bureaucracy. This initiative included the creation of a Regulatory Impact Unit, which 

has many tasks, such as measuring the impact of new regulations on new small 

businesses, and examining how existing legislative measures affect businesses, with a 

view to eliminating them. There is a need to apply such a task force in Saudi Arabia to 

minimise or eliminate unrealistic regulations that affect small new ventures. 

There is also a Small Business Council in the UK, established in 2000 to act as the voice 

of small business. They have helped to reduce governmental costs and eliminate 

regulations that affect small business survival. Unfortunately, small start-up businesses 
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do not have a voice in the internal committees in the consultative assembly of Saudi 

Arabia. 

According to the Hampton Report (2005), there are two types of regulatory cost: 

• Policy costs: complying with a new law that requires enterprises to make changes 

such as using green energy system to reduce carbon pollution; failure to comply 

will result in a fine.   

• Administrative costs: such as filling forms and/or complying with inspections. 

In Saudi Arabia, entrepreneurs are harmed by both costs, but especially policy costs, since 

policies in the country often change without any previous notification, which creates 

financial shocks to many small firms, causing many of them to close. 

Storey and Greene (2010: 422) state that “without ‘rules’ there is no game”. The basic 

regulations are needed for businesses to ensure that their property rights are secured over 

their assets. Regulation is pivotal to innovation in terms of assuring intellectual property 

rights. The Gallup Organisation (2007) underlines that nearly half of small businesses in 

the EU consider themselves to be operating in an “over-regulated” environment. 

In conclusion, comprehensive, balanced regulation is what the Saudi government needs 

in order to minimise start-up exits. Corruption accrues, usually when the level of 

bureaucracy is high; on the other hand, less regulation leads to unsuitable entrepreneurs 

running enterprises that cheat customers, exploit their employees, and increase pollution 

(Storey and Greene, 2010). 

 

9.5.3.2 Legislation 

Appropriate legislation and law are the main methods of easing small start-up businesses 

through barriers to survival in any country. In present study, at the quantitative phase, 

most respondents mentioned the influence of policy factors on their business survival; 

among these were included lack of support (both hard and soft from both governmental 

and non-governmental institutions), instability of rules and regulations, and bureaucracy. 

Correspondingly, at the qualitative phase, interviewees mentioned that some legislation 

and laws need to be re-considered, and some new ones need to be written. Figure 9.8, 

adapted from GEM (2018), compares the level of government policies in Saudi Arabia 
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with the region as a whole. It can be noticed that the Saudi government is working toward 

reducing obstacles; however, obstacles is still high compared to other G20 counties.  

 

 

Figure 9.8: Government Policies Sufficient Level in Saudi Arabia 

Adapted from GEM (2018): Score 1-5 (insufficient to highly sufficient) 

 

9.5.3.3 Cost of Compliance 

The cost of compliance in Saudi Arabia scores as the highest barrier in terms of the 

political perspective (see figure 9.2), with a mean of 3.66 out of 4. In the quantitative 

findings, more than 70% of respondents agreed that cost of compliance is one of the key 

barriers to business survival. In the qualitative findings, several interviewees highlighted 

the issue of high government fees before starting a business, and also during the start-up 

period. 

It could be argued that the Saudi system tends to collect fees before a business starts, as 

an alternative income for the government than taxes (Alsolaim, 2016b). The issue is that 

deducting fees before a business starts negatively affects the initial capital for a start-up, 

which directly affects operation costs. According to a World Bank report (2018), in the 

Ministry of Commerce and Industry alone, for starting a business they charge SAR 1,200 

for commercial registration, SAR 2,000 to become a member of the Chamber of 

Commerce, and SAR 500 for e-magazine publication, which is equivalent to USD 1000. 

On the other hand, business taxes do not affect initial capital, since they are deducted 

from a business’s profits.   

These findings accord with those of Alfaadhel (2010), who refers to the long procedures 

in the Saudi government, which have a high cost in terms of time and money, particularly 

since entrepreneurs are mostly required to rent a commercial place for their business and 

fill it with all the necessary equipment and decorations before a government employee 

representative visits to approve it. 
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9.5.4 Infrastructure 

Entrepreneurial start-up survival and growth are complex phenomena and require several 

types of support if there is to be a serious, coherent infrastructure for their development 

(Khan, 2013). Efficient and effective infrastructure in a country that is a member of G20 

is essential to stay a part of the group. The findings from this study show that the 

infrastructural perspective is the highest barrier to survival among environmental factors, 

and also across all levels (individual, enterprise, and environment). One of the main issues 

here includes lack of appropriate links among ministries and institutions to ease doing 

business in Saudi Arabia. Since the Saudi Vision 2030 is dependent on diversifying the 

Saudi economy, serious infrastructure development is needed. There are several 

investment initiatives happening (2017-2018), aimed at convincing Saudis and non-

Saudis to start a business in the country. With the idea of a knowledge economy becoming 

pervasive, speed and reliability of information transfer are required, which puts pressure 

on the Saudi economy and nation. The Saudi government needs to make sure that they 

have the latest developments in information and communication technology (ICT), and 

that they have a new authority to support it.  

It can be seen in figure 9.9 that physical infrastructure is still under the regional average, 

despite the fact that there has been an improvement from 3.38 in 2017 to 3.68 in 2018; it 

is still an external barrier to small start-up business survival. 

 

Figure 9.9: Physical Infrastructure in Saudi Arabia 

Adapted from GEM (2018): Score 1-5 (insufficient to highly sufficient) 
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9.5.4.1 Bureaucracy 

According to the World Bank’s ‘Doing Business’ report, Saudi Arabia was ranked 92 out 

of 190 countries in 2018 in terms of levels of bureaucracy (World Bank, 2018).  In regards 

to starting a business it was ranked 135 out of 190, which indicates that Saudi Arabia has 

huge levels of bureaucracy in term of “procedures, time, and paid in - minimum capital 

to start a limited company” (World Bank, 2018). 

At the quantitative phase, 78.7% of participants believed that the high level of 

bureaucracy is one of the most significant barriers to small start-up survival from the 

infrastructure perspective. 

Regarding the qualitative phase, interviewees cited the high level of bureaucracy in most 

of the governmental procedures, which kills motivation and minimises the initial capital 

of a project, through the need to wait for licenses to be approved, while entrepreneurs 

must pay rent for offices/stores without starting business, which can take up to nine 

months. 

Correspondingly, a study conducted in Iran by Arsti, Zandi, and Bahmani (2014) 

illustrates that a bureaucratic environment with unsteady rules is among the most 

important barriers for small businesses. They describe how a high bureaucratic 

environment can decrease the number of start-ups, since it is not encouraging to start up 

a business in the Iranian context. 

In conclusion, this barrier can be seen as a major constraint on survival, for the reason 

that small start-ups in Saudi Arabia must take onboard high risk, and with bureaucratic, 

unrealistic regulations and high fees, many entrepreneurs cannot continue, which at the 

end might be a serious problem for Saudi economic development. 

 

Figure 9.10: Government Policies and Bureaucracy in Saudi Arabia 

Adapted from GEM (2018): Score 1-5 (insufficient to highly sufficient) 
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9.5.4.2 Agency Support 

Government support can take a wide variety of forms, which can be divided mainly into 

hard and soft support. According to the quantitative findings, 81% of the entrepreneurs 

in this study did not receive hard support, while only 6% received soft support. 92% of 

respondents believed that the difficulty of finding financial support is the most critical 

barrier to their small start-up’s survival, with a mean of 3.94 out of 5. From the qualitative 

phase, interviewees raised concerns about the government support currently provided, 

particularly in terms of functionality, such as the system of funding. A study mentioned 

by D.K., who is a soft consultant at the Dolany Centre, revealed that soft support is the 

third barrier concerning entrepreneurs in the start-up phase: 

1. Bureaucracy and complex government procedures 

2. Weakness of entrepreneurs’ personal skills 

3. Absence of adequately trained labour in the market 

4. Lack of funding. 

A.S., a senior businessman, blames the system of government funding; one of the rules, 

for instance, as noted above, is that entrepreneurs must to be unemployed, regardless of 

whether they are capable of establishing a business (see figure 9.2).   

These results accord with those of Alfaadhel (2010), who also found that government 

support is not widely known; he suggests changes to the existing government support 

system in Saudi Arabia that would enhance its credibility and accordingly help overcome 

problems faced by small business. Alfaadhel also found that inadequate government 

support is the third biggest challenge to SME success in Saudi Arabia. 

Lack of awareness of support provided by the government was raised during the 

interviews by several unsuccessful entrepreneurs. It is obvious from the preceding 

discussion that gaps do exist and are apparent in the support provided to small start-up 

businesses. The government should take action in order to mitigate the weaknesses in the 

support programmes specifically and the infrastructure perspective in general, such as 

education and labour skills, and enhance the competitiveness of the state (Benntee, 2006). 
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9.5.4.3 Skilful Workers 

Businesses need labour market skills, at all levels from management to operative. The 

ability to access appropriate skills at affordable rates is an essential ingredient in any 

economic environment. Small start-up businesses appear to have more acute difficulties 

in accessing skills. Indeed, small start-ups appear to have more critical difficulties in 

dealing with the regulations and legalities of recruiting, especially with Ministry of 

Labour rules. It was mentioned by two government officials that the education system is 

one of the major causes of the lack of skilful workers.   

In present study, findings from the quantitative phase show that more than 89% of 

participants believed that the lack of skilled labour is the second biggest barrier, after 

funding. Similarly, in the qualitative phase, government officials mentioned that lack of 

skilled labour is one of the top five barriers, which are bureaucracy, government 

procedures, lack of funding, lack of entrepreneurial skills, and lack of skilled labour.  

Jennings and Banfield (1993) mention the importance of training in enhancing small 

firms’ performance: “training can, and should, be a powerful agent of change, 

facilitating and enabling a company to grow, expand and develop its capabilities, thus 

enhancing profitability”. 

One of the challenges of higher education in Saudi Arabia nowadays is that outcomes do 

not meet the skills needs of the market (Education and Vision 2030, 2018). Some training 

institutions in Saudi Arabia are old in terms of using technology and methodologies that 

do not sufficiently provide the market with the necessary training and development 

services. On the other hand, highly skilled Saudis (the outcomes of one of the biggest 

scholarship education programmes in the world) do not settle for average wages for 

foreign skilled labour. The difficulty of finding labour, especially skilled labour, has 

become a serious barrier to business survival in Saudi Arabia.  

These results are in accordance with other research which found proper skilled staffing is 

critical for small start-up survival (Storey and Westhead, 1996; Arsti, Zandi, and 

Bahmani, 2014; Hyder and Lussier, 2015).  
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9.5.4.3.1 Education System 

In developing countries such as Saudi Arabia, education plays an essential role in the 

survival of small start-up businesses. Despite the high number of university graduates in 

Saudi, the government needs to update the education system by adding basic 

entrepreneurship skills to high school curricula, as well as launching entrepreneurship 

courses and majors in colleges and universities. It is clear from the interviews that a lack 

of skilled labour comes from the failures of the education system, as well lack of skilled 

entrepreneurs occurred from lack of educational background, even though participants 

believed that education is not a significant factor in the survival if small start-up 

businesses. The findings show that most failed entrepreneurs in Saudi Arabia have a 

bachelor’s degree or more, which indicates that they are highly educated. However, it 

could be argued that education in Saudi prepares students to be an employee rather than 

an employer.  The basic skills and knowledge of establishing a business are unfortunately 

not taught in schools or colleges. Furthermore, most business colleges in Saudi do not 

teach entrepreneurship as a subject at all. The biggest issue facing graduates is that their 

skills do not meet the market’s needs. 

During the Future Investment Initiative in Riyadh (2018), H.E. Ibrahim Al-Omar, the 

governor of SAGIA,16 explained the importance of education in Saudi Arabia: 

50% of our population is below the age of 30. Therefore, education is important 

and it comes as no surprise that we are the 8th highest spender on education 

worldwide. 

He continued:  

Investment is the foundation of Vision 2030. The objective is to increase the 

private sector’s contribution to our GDP from 40% to 65%, and SMEs’ 

contribution from 20% to 35%. 

Education outcomes must match the requirements of the market in order for the Saudi 

government to meet the strategic goals of Saudi Vision 2030. 

D.K. mentioned, as quoted in chapter 8: 

I have been living in Saudi Arabia for 15 years. Since then, the government has 

been talking about the adjustment between education outcomes and the labour 

                                                 
16 SAGIA is the Saudi Arabian General Investment Authority. 
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market need. So far, all actions that were taken by the government were opposite 

to the target, such as the expansion of theoretical education, while the labour 

market needs engineering. 

These results are consistent with the GEM report, as seen in figure 9.11. It can be seen 

that Saudi education suffers from lack of entrepreneurial training at the school stage, with 

a score of 1.41 out of 5, compared to the regional average of 2.16. It also suffers from a 

lack of entrepreneurial education in higher education, with an average of 1.90 out of 5, 

compared to the regional average of around 3. 

 

 

 

Figure 9.11: Entrepreneurial Education in Saudi Arabia 

Adapted from GEM (2018): Score 1-5 (insufficient to highly sufficient) 

 

9.5.4.4 Government Institution Connections 

One of the concerns raised most frequently is the absence of a robust, comprehensive, 

transparent, integrated, and cooperative system among government ministries and 

institutions. This issue causes numerous contradictions and conflicts which are reflected 

in the start-up survival rate. The Saudi government system is not coherent, and a lack of 

coordination means cooperation among ministries is at an extremely low level. The issue 

most entrepreneurs raised is the huge contradictions between ministries in terms of rules 

and regulations; for instance, when applying for a kindergarten licence, the Ministry of 

Education requires wall fencing, while Civil Defence requires no wall fencing for 

emergency evacuation reasons. In order to be licenced, you need to apply Ministry of 

Education rules to earn the first license, then change everything to match the Civil 
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Defence rules, which will cause a huge loss in the initial capital investment. Lack of 

integration causes numerous contradictions, which waste entrepreneurs’ time, energy, and 

capital, which will obviously lead several businesses to cease operations. It could be 

claimed that the SME system is still undeveloped; many rules are hard to apply today as 

they were written 30 years ago. 

More than 50% of survey respondents stated that they found the process of starting a 

business very daunting, with a significance level of 0.004*. In addition, more than 80% 

of respondents highlighted a lack of information as a major barrier to their small start-up 

enterprises. 

These results match the qualitative phase, as the majority of interviewees stressed the 

importance of cooperation between ministries and the need to reduce irrational rules and 

regulations.  

These results are consistent with those of Sadi and Al-Ghazali (2010) and Alessa (2013), 

who identified that there is a lack of cooperation between Saudi government sectors, 

which affects SME performance. 

 

9.5.4.4.1 Entrepreneurship Policies 

Entrepreneurship policies are created based on the argument that without such policies, 

the wrong businesses will be created and there will be insufficient start-ups. 

Entrepreneurship policies are intended to ease the process and change the grounds of 

imperfect information for nascent entrepreneurs, or any person who does not have any 

idea how to start a business. 

Entrepreneurship policies are more focused on ‘soft’ support, such as advice, awareness, 

and training, while ‘hard’ policies focus on issues such as financial assistance (e.g. the 

Kafalah programme17). SME policies focus more on existing businesses and their growth, 

and on improving market competitiveness. SME policies are focused on the business 

rather than the individual.  

                                                 
17 The Kafalah programme is discussed in chapter 4 in regards to the role of the environment in 
supporting Saudi entrepreneurship. It was established in 2006 to address the problem of the Kingdom’s 
shrinking market and to subsequently facilitate the suitable financing of small companies, achieved by 
reducing credit risk.  
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There is a need to have a clear connection between entrepreneurship policy and SME 

policy, as shown in figure 9.12, in order to support small start-up businesses. However, 

to date, there is no entrepreneurship policy in Saudi Arabia. 

 

 

 

 

 

  

 

Figure 9.12 Link between Entrepreneurship Policy and SME Policy 

 
The main difference between entrepreneurship policy and SME policy is that 

entrepreneurship policies are focused on pre-start-ups and start-ups (Lundstrom and 

Stevenson, 2007). Laundstrom and Stevenson define entrepreneurship policies as: 

aimed at the pre-start, the start-up and early post start-up phases of the 

entrepreneurial process, designed and delivered to address the areas of 

motivation, opportunity and skills, with the primary objective of encouraging 

more people in the population to consider entrepreneurship as an option, move 

into the nascent stage of taking actions to start a business and proceed into the 

entry and early stages of the business. 

 

 

9.6 Summary 

This chapter has discussed the research findings in relation to the main research questions 

by integrating quantitative and qualitative findings. These were also supported by 

previous empirical studies, in order to enrich the findings from developing and developed 

countries in general and from the Saudi context in particular. Looking at the challenges 

in regards to the survival of small start-up businesses has illustrated several main issues, 

relating to individual traits, enterprise, and environmental barriers. It could be argued that 

Entrepreneurship 
Policy 

SME Policy 

 
             Pre-start-up          Start-up      Post-start-up  

                                                                                            Maturity (after 42 months) 
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individual and enterprise barriers are manageable for entrepreneurs to control; they 

include dedicated hours, experience, managerial skills, and strategic business planning. 

Conversely, environmental factors such as lack of skilled labour, absence of banks loans, 

government procedures, and regulations cannot be controlled by entrepreneurs. 

Therefore, small businesses have to implement strategies to overcome external barriers 

in order to survive.  

Despite these barriers to survival, start-up entrepreneurs have to accept the challenge of 

contributing to and promoting economic growth in the country, in the light of Saudi 

Vision 2030. Unfortunately, the start-up journey remains an unpaved road, especially 

from the environmental perspective. Most of the challenges are around the economic, 

political, and infrastructural perspectives. There is a need for a continuous and coherent 

focus on bureaucracy, government procedures and regulations, law and legalisation, hard 

and soft support, private bank funding, the education system, entrepreneurial skills, and 

skilled labour. The infrastructural perspective needs extra attention from the government 

in order to mitigate the weaknesses of the current situation, especially in government 

support programmes. Nevertheless, enhancing the education system to meet market need 

could enhance labour skills in the future. Lastly, comprehensive integration of 

government institutions (such as the one-stop-shop) is a must to ease the process of doing 

business in the country (Benntee, 2006). This study has been able to explore several other 

barriers that require immediate action by the government as well as further research. 

Below is a table that has been adopted from GEM (2018), and which is in parallel with 

most of the external findings of this study. It can be seen that the overall condition of 

entrepreneurship in the context of Saudi Arabia needs improvement in terms of the 

economic, political, and infrastructural perspectives. 
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Table 9.1: Entrepreneurial Framework Conditions in Saudi Arabia 

 

Adapted from GEM (2018): Score 1-5 (insufficient to highly sufficient) 

 

According to the ‘Doing Business’ report (2019), Saudi Arabia scores 141 out of 190 in 

regards to starting a business, which means that it is below the average in terms of the 

minimum capital requirements to start a business/procedures/time and cost for licencing 

to formally operate. 

In summary, the main barriers to survival for small start-up businesses in Saudi Arabia, 

starting at the individual level, are dedicated hours, experience, availability of capital, 

motivation, skills, and risk tolerance. From the enterprise (internal) perspective, barriers 

are location, partnership, marketing, planning, management, financial control, and use 

of technology. Lastly, the biggest barriers to small business survival are on the 

environmental level, and these are  market labour, oil prices, private financial 

institutions, regulations, legislation, cost of compliance, government support, 

bureaucracy, agency support, skilled labour, and contradictions among government 

institutions. 
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Chapter 10: Conclusion 

“Failure is simply the opportunity to begin again, this time more intelligently.” 

 -Henry Ford- (1863-1947) 

10.1 Introduction 

This study has investigated the factors that present barriers to the survival of small 

start-ups in Saudi Arabia.  The aim of this research was to contribute empirically by 

identifying barriers facing small business start-ups, which often prevent them from 

surviving longer than three years. One of the main reasons for investigating this topic 

was the lack of any previous reliable studies on the barriers to the survival of small Saudi 

start-ups. Neither has there been any studies presenting a broad picture of the 48 factors 

identified as most prevalent behind the barriers to small business start-ups in the GCC 

region in general, and more specifically, in Saudi Arabia. These potential barriers 

encountered by small start-ups were found to fall into three main categories: individual 

(personal/entrepreneurial), enterprise, and environmental. 

This final chapter presents conclusions drawn from the present research, beginning with 

a review of the research process, followed by its theoretical, methodological and practical 

contributions. Light will subsequently be shed on the limitations of this study, as well as 

its implications for entrepreneurs and policy-makers. Finally, recommendations will be 

made for future research. 

  

10.2 Review of the Research Process   

Small enterprises have attracted the attention of scholars and policy-makers, due to their 

pivotal role in creating jobs, generating income, and enhancing economic growth.  In fact, 

they have been found to exert huge impact on economic and social development. In 

particular, the Saudi government have adopted the view that small businesses can help 

achieve economic stability and meet certain social objectives such as reducing the 

currently high national unemployment rate of around 12% (Central Department of 

Statistics and Information, 2018). As a result, there have been large numbers of small 

business start-ups in the Kingdom, attempting to engage in its economic development in 

innovative ways, while also meeting social need. Unfortunately, many of these small 

entrepreneurial ventures fail to survive longer than three years, due to numerous reasons. 
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New small businesses are considered especially vulnerable during the ‘start-up’ stage of 

their lifecycle, Therefore, an understanding of the determinants of failure in small 

business start-ups would be expected to provide valuable insights into the support needs 

of new businesses and entrepreneurs at an early stage of their operation. 

The primary aim of this study was to provide a comprehensive understanding of the 

barriers associated with the failure of small business start-ups in the context of Saudi 

Arabia. Thus, the present researcher developed a wide framework and used it to explore 

these barriers in the relevant context.  Despite the researcher’s admiration and respect for 

small business start-ups, the main inspiration behind this study is the boundless effort and 

support provided by the Saudi government to small start-ups, while the lifespan of these 

businesses tends to be short, and the drop-out rate is still high. This leads to a great deal 

of wasted energy for the entrepreneur, and extensive waste of government resources, 

which could interrupt and delay the objectives of Saudi Vision 2030.  

 

10.2.1 Research Questions Answered 

This research has provided answers to the main research questions and therefore achieved 

the study aim. Outlined below are the answers to each of the research questions: 

Why is it that most small business start-ups in Saudi Arabia do not survive longer 

than their first three years of operation? 

In order to answer this main research question effectively, the researcher divided into 

three sub-questions: 

• What are the most significant individual factors leading to the failure of small 

business start-ups?  

The answer to this question helped identify key personal factors that serve as barriers to 

the survival of small business start-ups, such as dedicated hours, experience and capital. 

It also helped identify entrepreneurial factors, including a lack of skills, motivation, risk-

taking, and family influence. The research found that a lack of; capital, experience, 

dedicated hours, interest, skills, and risk-taking represented the main barrier to survival 

at an individual level amongst business start-ups. These individual barriers to the survival 

of small start-ups tend to be the least significant. 



 

248 | P a g e  

 

• What are the most significant enterprise factors leading to the failure of small 

business start-ups? 

The answer to this question helped ascertain the key factors constituting a barrier to the 

survival of small start-ups at enterprise level, focused on variables connected to daily 

business operations (internal factors), and taking into account the use of technology, 

business-plans, location, marketing and management skills, amongst others. 

The researcher found that the lack of; marketing, business planning, management, 

financial control, trust partnership and teamwork, as well as bad location and use of 

technology are the main barrier to survival at internal level amongst business start-ups. 

 

• What are the most significant environmental factors leading to the failure of 

small business start-ups? 

The answer to this question helped identify the key environmental factors serving as a 

barrier to the survival of small start-ups, which either directly or indirectly hindered them. 

In this study, environmental factors were divided into four axis: economic, political, 

socio-cultural and infrastructural, in order to construct a broader picture.  

The researcher found that from an economic perspective; finding labour, economic 

recession, market condition, financial support were the main barriers to survival for small 

business start-ups. Meanwhile, from a political perspective, these barriers comprised cost 

of compliance, government support, legislation and law, and government plans, but 

surprisingly, from a socio-cultural perspective; no key barriers were mentioned. Finally, 

from an infrastructural perspective, skilled labour, level of bureaucray, information, 

agency support, and no real integration among government institutions were found to be 

barriers to small business start-ups. Interestingly, however, environmental factors tend to 

be the leading barrier to small start-up survival in the context of Saudi Arabia, although 

in the developed world in the West, this tends not to have a huge impact on small business 

start-ups. 
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10.2.2 Summary of the Chapters: 

Beginning with Chapter One:  Introduction, this thesis highlighted the research 

background, aims and objectives. It then proceeded to state the research motivations, 

significance of the research, and a gap in the literature was acknowledged. Most of the 

existing literature was conducted in developed countries, especially in Western contexts. 

A clear need was subsequently identified to explore the barriers to the survival of small 

business start-ups in a new and unexplored context, namely Saudi Arabia.  

In Chapter Two: Literature Review, the notion of a ‘small business’ was defined, as 

well as highlighting the importance of small businesses for reviving economies. 

Moreover, light was shed on different types of entrepreneurs; drawing comparisons with 

business-owners. After this, the lifecycle stages in entrepreneurial ventures were 

explained. 

Next, definitions of entrepreneurship failure from the previous literature were discussed 

(for example, Fredland and Morris, 1976; Gaskill, Van Auken and Manning, 1993; 

Watson and Evarett, 1996; Storey, 1998; Lussier and Pfeifer, 2001; Pretorius, 2009). 

These definitions included bankruptcy, liquidation, discontinuance, closure and exit. In 

this current stud, a parallel definition by Watson and Everett (1993) was adopted, where 

in a business stop operating within three years of starting up. Such a business will be said 

to have failed.  

Finally, the Literature Review chapter provided an overview of the general theories of 

entrepreneurship, such as entrepreneurship, psychological, sociological, 

anthropological, resource-based, and education and entrepreneurship theories. Since 

entrepreneurship is a multidisciplinary field, it is difficult to adapt a single theory to 

explain the failure of small business start-ups. Nevertheless, reviewing these theories 

helped in structure a widespread three-level conceptual framework to investigate the 

barriers that causes small start-up business to not survive longer than three years. Lastly, 

the relationship between entrepreneurship and economic growth was clarified.  

Chapter Three consequently identified why small businesses fail, based on a global 

review of empirical studies. This chapter discussed local barriers to survival (for example, 

Alfaadhel, 2010; Alghamri, 2016; Algarni , 2016; Alshaleh, 2016), as well global barriers 

to the survival of small business start-ups (for example, Mayer and Goldstein, 1961; 

Westhead, Story and Cowling, 1993; Storey, 1994; Lussier, 1995; Kangsharju, 1999;  

Wijewardena and Tibbits, 1999; Blackwood and Mowl, 2000; Dun and Bradstreet, 2004; 
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Titus, 2004; Cowling, 2006, Cowling, 2010; Jean; Chiou and Zou, 2013). Based on the 

previous literature, it is considered to be very rare for a small business start-up to 

experience just one barrier to survival. The factors hindering survival may be divided into 

three categories: individual factors, enterprise (internal) factors, and environmental 

(external) factors.  

Meanwhile, Chapter Four is divided into four parts: the first describes the Saudi context 

to the research problem, providing an overview of entrepreneurial culture in the place of 

study. Included in this is an explanation of Saudi Vision 2030, as well a snapshot of the 

Saudi population and its employment patterns, along with the governing laws and 

regulations. Aside from the above, a general background of Saudi Arabia is presented, 

touching on a number of its characteristics, such as its economic history, politics, society 

environment and rules and regulations). 

The second part, of Chapter Four starts with the question: What makes entrepreneurship 

in developing countries different? This question was asked by Cowling (2010) and 

responses to it are set out in four sections, addressing opportunity, financial and human 

resources, policy and implications. The Chapter subsequently focused on the study 

context in greater detail, exploring entrepreneurship in Saudi Arabia, as well as the main 

obstacles encountered in this area.  

The third part of Chapter Four addressed the role of SMEs, Chambers of Commerce, 

and government programmes in enhancing entrepreneurship in Saudi Arabia, followed 

by a SWOT analysis (consisting of Strengths, Weaknesses, Opportunities and Threats), 

in order to evaluate the actual and potential effects of the Saudi market’s performance. 

This research adopted its definition of a ‘small enterprise’ from the Saudi Social 

Development Bank and the Chamber of Commerce, as defined in 2016. Therefore, a small 

enterprise is designated as such, if it has between 1-9 employees and makes less than three 

million SAR in revenue. However, after establishing the SME Authority in Saudi Arabia 

at the end of 2016/beginning of 2017, a different definition was adopted in the Kingdom, 

namely, micro-enterprise: 1-5 employees or less than three million SAR in revenue 

(approximately £500,000 sterling), and small enterprise: 6-49 employees or less than 

forty million SAR in revenue.  Nevertheless, the present researcher considers this 

definition to be unsuitable for small businesses in Saudi, as an enterprise with around 49 

employees and revenue of approximately nine million pounds sterling would be 

considered as a medium-sized enterprise in most other countries.  Under the SME 
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Authority’s new definition, the present researcher’s definition of a small start-up would 

include micro- and small enterprises. 

Next, Chapter Five explains the theoretical framework of the present study. It starts with 

an explanation of the theoretical framework to explore the factors of failure for small 

business start-ups. Since there are an overwhelming number of factors described in the 

literature, which may directly or indirectly bring about the failure of small business start-

ups, a number of global studies and barrier factors were reviewed in Chapters Two, Three 

and Four. The framework was built from findings from a critical and contextually 

applicable review of 48 factors derived from the literature, and possibly presenting 

barriers to the survival and success of small business start-ups. These were then divided 

into three categories, so that they could be investigated as a coherent and comprehensive 

picture. This framework helped shape this current research and to remain focused on the 

anticipated barriers, especially during the interviews conducted during this study, 

ensuring that the researcher was not overwhelmed with data. Organising the factors in 

this way held advantages for analysing, organising and shaping the final findings of this 

research. 

In Chapter Six, the methodological approaches employed throughout this study are 

outlined. It could be argued that the use of mixed methods, especially in a multi-faceted 

discipline, can increase the validity of the findings, enable greater depth of investigation, 

and result in a broader understanding of the subject than studies where a single method is 

adopted (Green, Caracelli, and Graham 1989; Miles and Huberman, 1994; Green and 

Caracelli, 1997; Tashakkori and Teddlie, 1998; Creswell and Clark, 2007).  This Chapter 

begins by stating the research paradigm. Although the researcher is more oriented towards 

positivist research, a position was adopted here, mid-way between the positivist and 

interpretivist approaches, due to the limitations and weaknesses of the positivist approach 

for exploring the subject of this study. Next, there was an explanation of the research 

strategy and method adopted to answer the research questions. Here, explanatory 

sequential mixed method was adopted, with quantitative analysis in the first phase and 

qualitative analysis in the second, after testing. The purpose of using explanatory 

sequential mixed methods is to provide a convincing explanation of the problems that 

present barriers (Tashakkori and Teddlie, 2003; Creswell, 2005). 

This Chapter was divided into two main parts: the quantitative stage (Stage One), and the 

qualitative stage (Stage Two). Stage one included the questionnaire design, piloting of 

the questionnaire, online procedure, sampling strategy, questionnaire’s rigour. 
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Meanwhile, Stage Two described the qualitative method, including the sampling 

techniques used, number of interviews conducted, rigour and trustworthiness of the 

process.   

In Chapter Seven, the quantitative data analysis was described, with details of the data 

collected and the way in which results were derived from it. As this study aimed to 

investigate and explore the barriers facing small business start-ups in the context of Saudi 

Arabia, the research was influenced by the Literature Review and the issues that arose 

during the pilot study. A conceptual framework was subsequently used as a lens to 

organise and explore the barriers to the survival of small business start-ups. This 

conceptual framework was constructed from 48 possible factors of the survival of small 

start-ups, organised under the headings: Individual, Business ‘Internal’, and 

Environmental ‘external’. Cronbach’s Alpha was then applied to test for internal 

consistency in assessing the reliability of multi-item variables. The correlation coefficient 

was analysed between factors, in order to indicate the strength of the relationships.  

This Chapter was divided into six parts as follows: a descriptive analysis of the 

entrepreneurs, which included demographic characteristics; a descriptive analysis of the 

business start-ups, such as the period in which they were launched, duration of operation, 

legal status, hard and soft government support, number of employees, percentage of 

Saudisation, business region, and sector; a Kolmogorov-Smirnov Test to ascertain the 

population distribution, which revealed normal distribution; a parametric test. This 

analysis organised the barriers into three main categories: individual barriers (personal 

and entrepreneurial), enterprise, and environmental (economic, political, socio-cultural, 

and infrastructural), with each possible factor analysed using SPSS, including the mean, 

standard deviation, weighted mean, sign test (one sample T-test), and level of 

significance; the challenges facing entrepreneurs during the start-up journey, and a final 

test to measure the validity of the questionnaire responses by identifying whether the 

respondents agreed or disagreed with statements about specific barriers in the 

questionnaire.  

The researcher ranked the most significant barriers according to the failure experienced 

by entrepreneurs participating in the study, as illustrated in Table 7.11.  

Chapter Eight then describes and presents the results of the qualitative data analysis, 

with the aim of providing new insights into the survey, as well as exploring the survey 

data in greater depth to gain a richer understanding of the issue (Tashakkori and Teddlie, 
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2003; Creswell, 2005). Fifteen in-depth interviews were conducted in this study to 

investigate the barriers causing small business start-ups to fail. The interviewees consisted 

of five successful entrepreneurs, five unsuccessful entrepreneurs, and five senior 

government officials, with one experienced businessman. The researcher used a snowball 

technique to recruit the sample of unsuccessful entrepreneurs.  

This Chapter was divided into three main parts, addressing the individual, enterprise and 

environmental barriers. Each category was characterised by specific types of barrier, but 

most barriers were concentrated in the environmental category. The themes and 

subthemes derived from the interview data were summarised in Figure 8.1, and an 

overview of the key barriers is presented in Figure 8.2.  From an individual- personal 

perspective, the barriers were found to be dedicated hours, experience and availability of 

capital, while from an individual- entrepreneurial perspective, they consisted of 

motivation, skills, and risk tolerance. From an enterprise perspective, the barriers related 

more to location, partnership and teamwork, marketing, planning, management, 

financial control and use of technology. Nevertheless, as mentioned above, most of the 

barriers were found to be environmental in nature; thus, economic, political and 

infrastructural. From an economic perspective, they included: the labour market, oil 

prices, and private financial institutions. In contrast, from a political perspective, they 

consisted of procedures and regulations, legislation, cost of compliance, and government 

support, and from an infrastructural perspective, they related to bureaucracy, agency 

support, workers’ skills, and integration between government institutions. 

Finally, Chapter Nine discussed the findings from both the qualitative and quantitative 

phases, which were introduced in Chapters Seven and Eight. Included in this discussion 

were the objectives of the study, supported by references to the Literature Review, and 

both global and local secondary data. The rationale for mixing data was to triangulate the 

findings, combining quantitative and qualitative results to enable robust analysis, where 

the strengths of each method could be optimised. Figure 9.2 presents a comprehensive 

summary of the findings from the quantitative survey findings (in a line chart), together 

with the qualitative interview findings (in a bar chart).  The purpose behind integrating 

the two sets of findings was to simplify the overall study findings. It can be seen from the 

graph that the line graph is at its lowest point amongst the individual barriers and starts 

to increase as it approaches the internal barriers; unsurprisingly, reaching a peak at the 

environmental (infrastructural) barriers in this Saudi context.   
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10.3 Research Contributions  

Numerous barriers and challenges facing small business start-ups in Saudi Arabia were 

identified in this study. As such, this thesis makes several contributions to the literature, 

with regard to understanding the barriers to small business start-up survival in the context 

of Saudi Arabia. 

Figure 10.1, below, illustrates a revisited conceptual framework, showing the key factors 

that emerged from the research findings, in terms of the barriers to small start-up survival 

in the Saudi context. These factors are classified into three categories: individual, 

enterprise and environmental. 

 

 

Figure 10.1: Key barriers to the survival of small business start-ups 

The original conceptual framework is presented in Figure 5.1, and it helped shape this 

thesis, maintaining a focus on the expected barriers, especially during the interviews, 

which prevented the researcher from becoming overwhelmed with data. The framework 

was also important for helping to analyse, organise, and shape the final findings of this 

research. 

It may be noticed from the above diagram that there are direct connections between 

individual and enterprise barriers, leading directly to small start-up failure. However, 
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there is also an indirect connection with the environmental perspective, which has a huge 

negative impact on both individuals and enterprises, also leading to small start-up failure. 

This research consequently makes several theoretical, methodological and practical 

contributions to current knowledge, which are discussed in the following sections. 

 

10.3.1 Theoretical Contribution 

The Literature Review in this study explored a significant body of literature, relating to 

the barriers facing small businesses, entrepreneurial failure, and the abandonment of 

entrepreneurial activities in developed countries (for example, Storey, 1994; Lussier, 

1995; Daskalakis and Psillaki 2008, 2009; Cowling, 2010; DeTinne, 2010; Franco and 

Haase, 2010; Cardon, Stevens and Potter, 2011; Storey 2011; Gill and Biger, 2012; Burns, 

2016; Cowling and Matthews, 2017). Furthermore, there are also studies in this area on 

developing countries (see Alfhadhel, 2010; Xiao, 2011; Xiao, Larson and North, 2013; 

Sefiani, 2013; Arsti, Zandi and Bahmani, 2014; Nieva, 2015; Alsaleh, 2016). However, 

there is a gap in the literature regarding the specific context of Saudi Arabia, and more 

broadly, on the Middle East. Although a few research studies have been conducted on the 

topic of SMEs in Saudi Arabia, most have focused on the importance of SMEs, while 

other researchers have investigated the role of support programmes for SMEs, provided 

by various Saudi institutions. In addition, some research has been dedicated to SME 

performance and their general factors of success. Furthermore, most previous studies 

have investigated businesses that had already been in operation for more than three years, 

which are not considered as start-ups, as they have already survived the danger zone of 

the early business stages.  

In light of all the existing research conducted on SMEs in Saudi Arabia most of the 

research has been narrowly focused on gender issues associated with female 

entrepreneurship in that context (e.g.;  Sadi and Alghazali, 2010; Syed, 2011; Eraqi, 2012; 

Danish and Smith, 2012; Alessa, 2013; Nieva, 2015), or focus on the performance of 

SMEs (e.g.; Al-Faadhel, 2010; Alotibi, 2014; Alhilou, 2015; Al Saleh, 2016), government 

policy and economic development in Saudi Arabia (Aldossari ,2013; Khan, 2013; 

Alsakran, 2014; and Algarni, 2016). 

However, despite previous studies conducted on Saudi SMEs, no single study to date has 

investigated and considered small business failure at national level. Neither have there 
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been any single studies on the topic of small start-up failure, or on business start-up failure 

from the three different perspectives considered in this present study for a broader and 

more coherent overview. Attention will now be turned to the specific theoretical 

contributions made by this current study. 

The first contribution of this study is the fact that it is the first to establish a single, 

agreed list of factors by Saudi entrepreneurs and government officials associated with 

small start-up failure. In this regard, the current study has integrated and extended 

previous widely accepted research on the failure of small businesses, in order to build a 

conceptual model, based on the uniqueness of the Saudi context and the views of 

entrepreneurs. It suggests a new perception of the barriers to small business start-ups in 

the Saudi marketplace, especially from the entrepreneur’s perspective. This thesis has 

reported on a wide-ranging and comprehensive investigation of individual factors by 

dividing them into two perspectives at micro-level: factors related to personal and 

entrepreneurial characteristics. This has rarely been considered in previous research, 

especially in developing countries. Previous studies have in fact failed to investigate 

entrepreneurial traits, or have included small sample – for instance, merely investigating 

one specific city such as Jeddah, while other studies have focused purely on internal or 

external factors, ignoring individual factors. 

The second contribution of this thesis is its comprehensive investigation of 

environmental factors, which were classified into four categories: economic, political, 

socio-cultural and infrastructural. This was achieved by viewing all previous reliable 

studies and by concentrating on all possible external factors in developing countries, 

which may be beyond the control of entrepreneurs. Environmental barriers have a hugely 

influential effect on the survival of small business start-ups in the developing world. 

Exploring these will help entrepreneurs to overcome these challenges and facilitate 

policy-making to mitigate them. 

The third contribution of this study is a clear, comprehensive conceptual framework 

constructed from previous literature, which could serve as a framework for any 

developing country, as well as for the MENA region. In particular, this will be suitable 

for GCC countries such as the UAE, Oman, Kuwait, Bahrain and Qatar, since they share 

similarities with Saudi Arabia, which may be considered when investigating the failure 

of small business start-ups in future. 
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The fourth contribution of this study is that it will provide additional support to 

understanding the barriers that affect the survival of small business start-ups in the 

contemporary climate, adding new insights to a research area that was initiated by 

Westhead, Storey and Cowling (1993), Storey (1994), Lussier (1995), and Cowling 

(2010). The barriers explored in the above studies have predominantly been explored in 

the context of the developed world, but there is a huge difference between the barriers 

that arise in developed countries and those that are faced in the developing world, 

especially from an environmental perspective. For instance, oil prices do not play a role 

in the survival of small start-ups, and neither do bureaucracy, compliance costs, 

difficulties in sourcing labour, or contradictions between government institutions.  Lastly, 

it cannot be claimed that a small start-up enterprise is guaranteed to survive, if it focuses 

solely on specific factors. However, it is likely that small start-ups that take these barriers 

into consideration increase their chance of survival, compared to small start-ups that 

ignore them.   

 

10.3.2 Methodological Contribution 

The present research makes significant contributions to the methodological approaches 

adopted in studying the Saudi context in particular, and more broadly, the MENA region 

and the developing world.  

The first contribution of this study at the time of writing relates to its use of a 

comprehensive, three-level conceptual model, combined with explanatory, sequential 

mixed methods, to investigate small start-up failure either in the context of Saudi Arabia 

or in the Middle East in general, given that it is the first of its kind to do so in this context. 

Investigating the factors of small start-up failure is extremely challenging, as numerous 

opinions and explanations must be taken into consideration. This phenomenon adds 

complexity to the investigation since its first of its kind to the Saudi context. Furthermore, 

there is huge complexity in terms of dividing possible factors into three categories, since 

much of the previous literature has divided them into just one or two, such as internal or 

external. 

The second contribution of this study is the fact that it is the first to attempt a reliable 

investigation of the failure of small start-up businesses in the context of Saudi Arabia. 

Moreover, there has been no previous comprehensive study that has covered all three 
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categories of failure factors (individual, internal and external) in the Saudi context. 

Furthermore, there is a shortage of official data, such as information relating to the Saudi 

SME Authority, with no up-to-date data on the barriers faced by small business start-ups. 

This research and framework may therefore be considered as the first step towards 

supporting small business start-ups from an entrepreneurial and governmental 

perspective. For instance, the Saudi government is of the view that the availability of 

capital is the biggest barrier to entrepreneurship, while entrepreneurs generally claim that 

regulations and bureaucracy are the main obstacles.   

The third contribution of this study is the use of three different groups of interviewees 

(successful entrepreneurs, unsuccessful entrepreneurs and government officials, together 

with one experienced businessman). No study that has investigated small start-up failure 

in the context of Saudi Arabia or in the Middle East in general has used more than two 

groups of interviewees. The strength and the value are in the different perceptions among 

each group. For instance; the unsuccessful entrepreneurs were of the opinion that 

dedicated hours and motivation were irrelevant to business survival, while the successful 

entrepreneurs, senior businessman and government officials believed them to be 

important. Therefore, the advantages of the present research include the diversity of the 

sample, which helped build a comprehensive and multi-faceted view, while investigating 

the barriers associated with small start-up failure (see Figure 9.2). 

The fourth contribution of this study is its inclusion of unsuccessful entrepreneurs in 

the sample. It is easy to find successful entrepreneurs and small business owners, as they 

are likely to be pleased to share their success stories. Conversely, unsuccessful 

entrepreneurs and failed businesses are harder to source for studies, as the individuals 

concerned tend not to want to share their unfortunate experiences. A great deal of 

quantitative and qualitative research in previous empirical studies has focused on 

successful entrepreneurs, while overlooking the tough but realistic experiences of 

unsuccessful entrepreneurs. This thesis has therefore paid attention to this neglected 

group in Saudi Arabia. 

The fifth contribution made by this study is its use of mixed research methods. It has 

been widely noted in previous studies that mixed methods help to improve research on 

entrepreneurship by addressing challenges and investigating causes. Many scholars have 

therefore called for the use of mixed methods in this field, since entrepreneurship is a 

multi-faceted discipline. Since small business start-up failure has never before been 

studied in the Saudi context, this has presented other hurdles along the path of 
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investigation Leung and Zhang (1996) caution that the models applied in one country 

context may not be relevant to another environment. Hence, a clear and unbiased 

overview of the factors of small business start-up survival is unlikely to evolve from a 

single method of enquiry. For this reason, a mixed-method approach is required, and 

answers several calls for the use of mixed methods in entrepreneurship research (Gartner, 

2001; Ucbasaran, Westhead and Wright, 2001; Brush et al., 2003; McKim, 2017; Bell, 

Bryman and Harley, 2018). 

The present research has addressed the above-mentioned issues with an explanatory 

sequential mixed-method approach, incorporating both quantitative and qualitative 

methods. It may be argued that few studies have adopted this methodology in the field of 

entrepreneurship, since the majority have applied a quantitative approach. By adopting a 

mixed-method approach, this research demonstrates the strength of using quantitative 

methods to discover significant barriers to the success of start-ups, developed from the 

literature. Conversely, it has proven the value of qualitative methods in providing in-depth 

insights into the reasons behind small start-up failure in the context of Saudi Araba. It 

could be argued that the two methodological approaches not only compensate for the 

limitations of each of the individual methods, but also add integrated evidence to the 

research results.  

 

10.3.3 Practical Contribution 

The study makes a significant contribution to research into entrepreneurship and small 

business start-ups in general and in developing countries in particular, by providing 

significant insights and raising awareness of the barriers to their survival, for the attention 

of policy-makers, start-up entrepreneurs and nascent entrepreneurs, thereby helping them 

to minimise possible failure. As a result, it is hoped that the survival rate and growth of 

small start-ups in Saudi Arabia will increase. 

The first practical contribution made by this research, as mentioned earlier is that it is 

the first reliable study conducted in Saudi Arabia specifically on small start-up business 

failure; aimed at helping entrepreneurs to minimise the barriers to their survival, as well 

as benefitting existing entrepreneurs, scholars and makers of public policy (Altman, 1983; 

Cameron, Kim and Whetten, 1987; Storey, Keasey, Watson and Wynarczyk, 1987; 

D’Aveni, 1989; Dugan and Zavgren, 1989; Koh and Killough, 1990; Ballantin, Cleveland 

and Koeller, 1992; Pech and Alistair, 1993). Research in developing countries, especially 
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where Saudi Arabia is concerned, has an excellent opportunity to make a huge 

contribution to the SME sector in general, and small businesses in particular, due to the 

lack of research in these areas.  

Moreover, the contributions of the present study may be considered multi-faceted, since 

this research also contributes to a deeper understanding of the importance of small start-

ups in developing countries, especially with regard to enhancing economic growth and 

creating jobs. More specifically, this study has shed light on the role of small business 

start-ups in Saudi Arabia. Furthermore, it identifies the most critical barriers associated 

with small start-up failure in terms of survival, enhancing growth and reducing the failure 

rate of start-up businesses, in light of Saudi Vision 2030. It has been found that 

environmental barriers are the biggest obstacles facing the survival of small business 

start-ups. Therefore, these findings should increase policy-makers’ awareness of the ease 

of doing business in the current environment.  

The second contribution made by this study is its potential value for government 

institutions, such as: 

1- The Riyadh Institute 

As the Riyadh Institute is the main hard government support channel, working side by 

side with social development banks, this research will help them to identify the 

possible barriers to new businesses, in order to enlighten nascent and start-up 

entrepreneurs accordingly. The current research findings will also enable the Riyadh 

Institute to update its hard support system. One of the barriers that can be addressed is 

enhancing entrepreneurs’ skills by requiring them to take mandatory foundational 

courses in soft support centres, before they receive any hard support. 

 

2- The Saudi Social Development Bank 

The Saudi Development Bank (SSDB) is the main social bank in Saudi Arabia, and it 

has many hard government support programmes under its umbrella, such as Kafalah. 

This study will therefore help the Bank to minimise wastage in its financial support by 

identifying their target entrepreneurs, which will effect positively their availability of 

capital. One of the barriers to small start-up success that could be addressed is the 

problem of poor strategic planning and a lack of effective marketing, whereby funding 

could be withheld from entrepreneurial projects, unless they resolved such issues. In 
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addition, the SSDB need to update their funding requirements, as it is unfair to only 

fund the unemployed, as there are many successful entrepreneurs who are employed. 

Moreover, the SSDB should take experience and educational level into consideration 

before providing funding to entrepreneurs. 

 

3- The Dolany Centre 

This study will be of use to the Dolany Centre as they update their soft support 

programmes; helping them to focus more on specific topics, such as financial literacy, 

marketing, management and planning strategies, and selecting the right locations. For 

example, it is suggested here that the Centre appoint real estate experts to view start-

up locations and provide reports on them to entrepreneurs. This can help in enhancing 

entrepreneurial skills, management, marketing, planning and financial control 

abilities. 

 

4- The Ministry of Commerce and Investment 

This study will contribute to the Ministry of Commerce’s data, both in terms of general 

and more specifically, data on environmental barriers to business in Saudi Arabia. 

There are in fact many different barriers that the Ministry could address. For example, 

it could create a one-stop shop by integrating all the government’s general rules and 

regulations into one website. The high cost of compliance with licencing fees is 

another issue that could be given attention.  

 

5- The Ministry of Labour 

This study will be important for the Saudi Ministry of Labour in terms of increasing 

the availability of personnel. The issue of a lack of appropriately skilled labour has 

been raised as a barrier to entrepreneurs, especially with reference to the visa permit 

and other strict labour regulations. Therefore, the Ministry of Labour needs to give 

more attention to small business start-up, without classifying them in the same way as 

large firms. 
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6- The SME Authority (Monshaat) 

Since the SME Authority has only recently been established, its need for data of this 

nature is extremely pressing, as to date, the Authority does not have any data on the 

barriers to small business start-ups. These data will help them improve their support 

programmes, which will in turn lead to an increase in the SME sector’s contribution 

to GDP, in light of Saudi Vision 2030. The SME Authority needs to begin developing 

coherent entrepreneurship policies, and to make suggestions for updating government 

regulations and legislation that will create barriers to small start-up survival. 

 

7- Saudi Arabian Monetary Authority (SAMA) 

This study will be also shared with SAMA, so that financial solutions can be developed 

for small business start-up, given that private banks in Saudi Arabia do not currently 

lend to such enterprises. One of the barriers they can address is the absence of financial 

institution funding, as well permitting crowdfunding platforms in Saudi Arabia. 

 

8- The King Salman Entrepreneurship Centre 

This study will help the King Salman Entrepreneurship Centre by highlighting the 

obstacles found from an environmental perspective: particularly bureaucracy and the 

need for policies that could ease the process of doing business and help build an 

attractive business environment in which nascent entrepreneurs can start their 

businesses.  

 

10.4 Research Limitations  

Just like any other research, this study has its limitations, and these should be mentioned. 

These limitations mainly concern the Literature Review, Research Methodology and 

interpretation of the findings. Hence, although the findings of this research are interesting 

and could be extremely valuable to policy-makers in Saudi Arabia, as well as 

entrepreneurs, they should be viewed in light of the study’s limitations and treated with 

caution when interpreting the findings.  As such, the limitations of the present research 

could be summarised as follows: 
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First, the present study was conducted in one specific region of the developing world, 

namely Saudi Arabia. Many of the findings may therefore be specific to the location, 

while others reflect the broader context of the MENA region and GCC zone. Conversely, 

there may also be findings that could be applicable to many other developing countries, 

or even with certain other parts of the world. For these reasons, the results may not be 

generalisable. In this regard, some of the findings have been dissected in light of their 

general applicability, but the limitations of this study should still be noted. 

Second, during the data collection and in terms of accessibility, explanatory, sequential 

mixed methods were deployed in this study. However, the qualitative data collection was 

limited, due to reliance on face-to-face, semi-structured interviews with government 

officials and senior businessmen which required previously scheduled meetings. 

Furthermore, despite the fact the research found unsuccessful entrepreneurs to share their 

stories, it was difficult to find unsuccessful entrepreneurs within the limited timeframe, 

who were willing to share the story of their failure. Although mixed methods used in the 

study helped mitigate bias limitation.  

Third, it could be stated that bias was reduced through triangulation by using multiple 

sources, including interview data from government officials, a senior businessman and 

both successful and unsuccessful entrepreneurs. However, qualitative interviews are 

prone to concealment or overstatement by interviewees. 

Fourth, it could be argued that non-responses create bias in the quantitative phase of any 

study, should the response rate be less than 100%. In this study, every effort was made to 

maximise the response rate, which ultimately amounted to 40%. 

Fifth, the researcher focused on small business start-ups in operation within a 10-year 

period from 2007-2017, since this timeframe spanned two different Saudi monarchs and 

their governments. This period also saw both economic booms and recessions. For this 

reason, the findings may not be generalisable for other time periods. 

Sixth, there has been a lack of data on government organisations, since the establishment 

of the SME Authority in 2016. This Authority does not have any data on the percentage 

of start-ups that fail in Saudi Arabia and so it has an interest in the current research 

findings for use as current data (see Table 8.3). 

Seventh, even though the researcher access several government organisations, it was not 

an easy task, since it required both approval and personal networking with the 
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organisations concerned, in order to accelerate the process of obtaining the necessary 

data, given the time constraint.  

Finally, the sample contained unsuccessful entrepreneurs, who had attempted to start-up 

businesses in various sectors. This study set out to investigate their personal perceptions 

of the three categories of factors that bear upon the survival of small business start-up. 

Hence, the generalisation of these findings to other stakeholders or sectors may be limited. 

 

10.5 Implications 

The results of this study have various implications for entrepreneurs (practice), policy-

makers, and other research, in terms of helping to minimise the failure and boosting 

the growth of small business start-ups in Saudi Arabia. 

 

10.5.1 Entrepreneurs (Practice) 

This study has a number of significant implications for nascent and existing start-up 

entrepreneurs. By outlining the barriers facing small start-up enterprises, which lead to 

their failure to survive more than three years of operation, these issues may be addressed 

before and during their activities. It is information that will therefore enable entrepreneurs 

to prepare for the start-up stage in advance, in order to understand the situations that are 

likely to arise and take appropriate action to overcome the possible barriers that they may 

encounter in the course of their ventures.   

In addition, nascent entrepreneurs may benefit significantly from this study by focusing 

on their own individual entrepreneurial traits, where these are necessary for their survival. 

For instance, from a individual perspective, commitment, relevant experience, sufficient 

capital, required skills, motivation, and willingness to take risks. From an enterprise 

perspective, location is important especially in the case of retails/service enterprises. 

Moreover, untrustworthy or unreliable partners should be avoided. Conversely, there 

needs to be a focus on marketing, especially the use of social media to access the target 

audience, clear strategic planning, strong management and financial control, and the use 

of technology. 

It is anticipated that this study will be useful for existing entrepreneurs, alerting them 

to the challenges that they might face.  Understanding the possible barriers to the survival 
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of small business start-ups could help existing entrepreneurs to avoid them, as well as 

facilitate their entry into the next stage (growth) of the business lifecycle.  

The conceptual framework introduced should help increase entrepreneurs’ awareness of 

the personal, entrepreneurial, enterprise and environmental perspectives and possible 

future barriers, such as regulation, the availability of skilled workers, capital, and 

bureaucracy. It is important for entrepreneurs to be able to adapt to market regulations 

and legislation, since these aspects are out of their control. They also need to focus on 

direct resources, when attempting to overcome any indirect challenges. The basic 

guidelines and principles of strategic planning therefore need to be applied in any business 

scenario, in order to avoid the environmental barriers, since planning is one of the most 

important factors of business survival. 

 

10.5.2 Policy-makers 

Understanding business failure in its early stages is important for raising awareness and 

stimulating and sustaining growth in a country’s economy. In particular, this thesis has 

highlighted the early stages of a business lifecycle as especially vulnerable to barriers to 

its survival in the context of Saudi Arabia. It clearly noted that institutional barriers 

have the biggest impact here. Identifying these barriers to survival will help existing 

nascent entrepreneurs and policy-makers to avoid them in future.   

Since Saudi Vision 2030 stands on three main pillars: a vibrant society, a thriving 

economy and an ambitious nation, entrepreneurs require a supportive environment for the 

many different domains that these pillars uphold. Thus, the Saudi government needs to 

issue a comprehensive entrepreneurship policy to support small business start-ups, as 

well as adopting a systematic approach (see Figure 9.12). This could start with a cohesive 

consolidated system, necessary for reducing confusion. The idea of developing an 

entrepreneurship policy is to have a comprehensive and coherent ecosystem to support 

entrepreneurship, which will create an entrepreneurial culture to enhance and develop the 

mind-set of the Saudi population, so that they are more aware of the contribution that they 

can make to their economy and society. For instance, in the UK, entrepreneurs can start 

a business in about five minutes, by submitting an online application to UK Companies 

House. According to UNCTAD (2012), entrepreneurship policies have been drafted to 

support developing countries in designing initiatives, measures and institutions, in order 
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to promote entrepreneurship nationwide. Six main objectives have consequently been 

identified to meet this aim: 

 

1- Formulating a National Entrepreneurship Strategy 

By understanding the specific key barriers to the survival of entrepreneurs, which have 

been explored in this study, the Saudi government can build a systematic approach to 

overcoming them; thereby building a coherent integrated system that links 

entrepreneurship and national policies. Policies to support small business start-ups would 

reduce the above-mentioned environmental barriers to reduce business failure and grow 

more successful businesses. 

 

2- Enhancing the Regulatory Environment  

Implications from a political perspective, as well as in terms of the regulations and 

legislation, cost of compliance, and system of evaluation for government support need to 

be addressed, with necessary updates being carried out. The external environment has a 

major influence on the operation of small start-ups. Especially where government policies 

are concerned. For instance, licensing and other compliance requirements should be 

responsive to SMEs, and flexibility is encouraged to enable more SMEs to operate. 

From an infrastructure perspective, bureaucracy needs to be reduced, as well as 

minimising regulatory hurdles for start-ups and introducing a real ‘one-stop shop’. 

 

3- Enhancing Entrepreneurship Education and Skills Development 

Small start-up firms are seen as the panacea for the Saudi economy, but in practice, not 

many survive, and Saudi Vision 2030 may not succeed. More labour, especially skilled 

labour is required, and private financial institutions must be encouraged to support start-

ups. Therefore, the government should focus on building more further education colleges 

that offer entrepreneurship training. This would increase the available pool of labour and 

help enhance the level of entrepreneurial management skills (in managerial, planning and 

financial domains).  On an individual level, entrepreneurs who plan to start a business 

with government or non-government funding should first undertake basic training on an 
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SME soft support programme, in order to improve their necessary personal skills and 

competencies in areas such as communication, financial management, time management, 

strategic planning and other basic business skills. This will equip them to face any future 

challenges that they can expect to face during the start-up journey.  

Soft support agencies that offer support in the form of, for example, professional 

consultancy, business incubators, business accelerators, and co-working spaces for the 

cross-fertilisation of ideas and to crystallise projects need to be distributed nationwide 

and not concentrated solely in major cities. Indeed, over the past two years, the Saudi 

government has established several soft business centres in its capital city, Riyadh, for 

the purpose of mentoring. However, it is essential to have such centres in every main city 

across the country, in order to lay down a strong business knowledge base. 

Human capital requires an effective education system, designed with the needs of the 

labour market in mind. This is how a quality labour pool is developed, thereby 

encouraging entrepreneurship, and particularly small start-ups. Many fresh university 

graduates and even students graduating from High School believe that they can start a 

business, even though this is very tough at first, without any previous experience.  Private 

companies should therefore be encouraged to engage in socially responsible activities, 

such as accepting students on internships during the long summer vacations to learn by 

shadowing employees. This will give them insights into the real business world. One 

example of such a scheme is the Shell Technology Enterprise Programme (STEP), which 

offers students work experience in a small business during the summer. Their allotted 

tasks vary on these work placements vary but include writing software programmes, 

developing marketing strategies and providing customer service. 

 

4- Facilitating Technology Exchange and Innovation 

Innovation is usually linked with technology these days, since it provides entrepreneurs 

with tools to improve efficiency and productivity. It can also enhance or create new 

platforms for business ventures. It is of course the key to support high-tech start-ups, by 

introducing more incubators, accelerators, and other knowledge hubs. However, even 

more important is the creation of new business categories for innovative start-ups, in order 

to support them in their growth, so that they can expand globally. One government 

consultant stated that if a new business cannot be classified according to a specific set of 

activities, the government authorities will not permit it. 
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5- Improving Access to Finance 

The Saudi government should ease the restrictions on access to credit for start-ups, 

especially in the case of innovative firms. Furthermore, SAMA could request the Saudi 

banks to support start-ups with loans. The lack of sufficient capital is one of the most 

important barriers leading to the failure of small business start-ups. Access to capital 

could therefore be facilitated for small business start-ups banks, angel investors, 

crowdfunding, peer2peer, and venture capital. Saudi banks could even be required to 

share a certain percentage of their profits as loans to small businesses, as a component of 

their corporate social responsibility. Angel investors are amongst the best solutions for 

small business start-ups, as they provide human and financial capital to entrepreneurs. 

The researcher believes that government agencies could play a role in encouraging 

investors to become angel investors in the course of their initiatives. In addition, the 

researcher is of the view that Saudi Fin-Tech could minimise financial barriers, if SAMA 

authorised crowdfunding platforms. The idea behind the P2P platform lies in its 

simplicity as a lending process via an online interface. It is a fast loan, representing 

banking without a bank. Therefore, it could serve as an open door for entrepreneurs to 

find suitable loans with the best interest rate.  In short, it would help many entrepreneurs 

to overcome their financial obstacles in the Saudi market.   

Nevertheless, while finance is important, the ease of doing business is even more 

important. According to one World Bank (2019) Report on Doing Business, Saudi Arabia 

was ranked 141 out of 190 for the ease of starting a business. 

 

6- Promoting Awareness and Experience Exchange.  

It is strongly suggested that governmental and non-governmental support programmes 

focus on sponsoring innovative small business owners to train abroad in developed 

countries such as the USA, in Europe, or in Japan. This would give them an opportunity 

to visit their business incubators, accelerators, co-working spaces, and business start-up 

hubs. Such a programme would provide rich experience, thus reflecting positively on 

Saudi entrepreneurs through the exchange of experience with other entrepreneurs. It is 

also strongly recommended here to produce a documentary on these experiences, which 

can then be broadcast on Saudi national television. A vibrant society needs a culture that 

promotes entrepreneurship by celebrating their success as well as accepting their failure. 

Indeed, Saudi culture (to date) is a supportive culture, but this is a characteristic that needs 
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to be sustained. Venture-friendly markets are required to satisfy open-minded customers, 

willing to try new products and services, as well to provide start-ups with suggestions. In 

this regard, it could be stated that small start-up entrepreneurs have the edge, due to the 

potential for strong networking. 

 

10.5.3 Future Studies 

This research has thrown up several questions in need of further investigation. In 

connection with the research accomplishments and in order to ensure the delivery of 

useful outcomes in future, it would be interesting to compare: 

1- Financially supported failure start-ups vs. non-financially supported failure start-

ups, to view the similarities and differences in term of critical failure factors 

between them as well the rate of success or failure in each category. 

 

2- Small start-ups that have been incubated vs. a small start-up that have not been 

incubated in the context of SA. To understand what makes supportive / 

incubated start-ups fail in SA? 

 
3- Traditional small start-ups vs Innovative/creative small start-up failure. To 

understand each category weaknesses along with their failure factors difference. 

For instance, traditional small start-up services vs. innovative small start-up 

services. 

 
4- Explore specific sector/ industry small start-up barrier factors, for instance as 

Services vs Retails. Comparing barriers similarities and differences of small 

start-up failure? 

I believe above comparisons will add richness for the small start-up failure literature 

and empirical studies in general, and in Saudi literature in specific. Nevertheless, it will 

help to deliver specific solutions for each start-up category/ industry. 

There is a need for support from the SMEs Authority and other government institutions 

to encourage entrepreneurs to participate in future studies to enhance the response rate, 

in order to help researchers, reach their specifically targeted audience.  
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10.6 Summary  

As it is widely believed that entrepreneurship is beneficial to national economic growth 

and development, understanding failure amongst small business start-ups based empirical 

evidence would contribute to problem-solving in the developing world, including Saudi 

Arabia (Naude, 2014). In an environment that has not yet fully developed, the 

mechanisms for promoting entrepreneurship in countries like Saudi Arabia are necessary 

for start-ups, since they are likely to face unusual challenges to their survival and success. 

However, armed with appropriate knowledge, the Saudi government will be able to 

present strategies to promote a more business-friendly environment. 

The critical and contextually applicable approach adopted in this study consisted of a 

framework for data collection and analysis, leading to a solid conclusion and 

recommendations. 

By virtue of the fact that Saudi Vision 2030 emphasises the importance of directing the 

energies of Saudi youth towards entrepreneurship, more training workshops and business 

incubators are required within Saudi Arabia’s universities. The role of all educational 

institutions, such as universities, is to enlighten students and contribute to the wider 

society. Saudi universities have played a prominent role in supporting entrepreneurship 

by establishing a number of institutions under the umbrella of innovation and 

entrepreneurship. However, universities need to build an entrepreneurship culture among 

the youth, not just motivating them to quit employment to start their own businesses! For 

example, there are certain basic elements involved in launching and sustaining a business 

project. Moreover, individual traits (personal and entrepreneurial) vary from one person 

to another. However, this diversity can be harnessed to build a thriving economy and a 

vibrant society. In order to achieve this, opportunities should be opened up by developing 

an educational system that will more closely match the needs of the market. 

This thesis has identified and explored the key barriers to survival amongst small 

business start-ups in Saudi Arabia. The results show that the government lacks focus in 

addressing the failure of small business start-ups. Indeed, the Saudi government has 

supported citizens without viewing their backgrounds or work experience. On this 

premise, the current proposes the application of clear and appropriate 

legislation/regulations governing the creation of small businesses. Funding is important, 

but not essential at this stage, since most first and foremost, entrepreneurs demand 

environments that facilitate business activities (‘ease of doing business’). In short, it is 
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the environment that will play a straightforward but pivotal role, together with 

legislation, especially in Saudi Arabia’s municipalities.  Business environments do not 

need extra bottleneck or any grey areas in their regulations.   

This study will help policy-makers by suggesting ways of enhancing policy, human 

capital development, soft and hard support, culture, markets, and finance channels, 

including; banks, fin-tech channels, angel investors, and the development of 

crowdfunding channels, since these (as of the date of writing this thesis) have yet to be 

established in Saudi Arabia. 
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Appendices 

 
Appendix I:  English Version of the Survey Questionnaire  

Why Most of Startup business fails within 3 years in SA? 

 

Start of Block: Demographic Information 

 
Q1 What is your gender? 
 Male  (1)  
 Female  (2)  

 
Q2 What is your age group? 
 18 and under  (1)  
 19- 29  (2)  
 30-39  (3)  
 40-49  (5)  
 50+  (4)  

 
Q3 When did your business start? 
 Between 2007 to 2012  (1)  
 Between 2013 to 2017  (2)  
 Before 2007  (3)  

 
Q4 What is your nationality? 
 Saudi  (1)  
 Non- Saudi  (2)  

 
 
Q5 what is your highest level of education? 
 High school or less  (1)  
 Diploma  (2)  
 Bachelor  (3)  
 Master  (4)  
 PhD  (5)  
 Other  (6) ________________________________________________ 
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Q6 what was your position in the business? 
 Founder  (1)  
 Co-founder  (2)  
 Investor  (3)  
 Other  (4) ________________________________________________ 

 
Q7 what was your time involvement with your previous business? 
 Full-time  (1)  
 Part-time  (2)  
 Part-time with another job  (3)  
 Part- time with other business  (4)  

 
Q8 Did your business receive any (financial) support by any government Institutes? 
 Yes  (1)  
 No  (2)  

 
Q9 Did your business receive any (Mentoring) support by any government Institutes? 
 Yes  (1)  
 No  (2)  

 
Q10 How many years of previous experience had you before starting this business? 
 None  (1)  
 Less than 3 years  (2)  
 3 - 5 years  (3)  
 6-10 years  (4)  
 10+ years  (5)  

 
 
Q11 What is your experience? 
 Previous business  (1)  
 Private sector  (2)  
 Government  (3)  
 Family business  (4)  
 Other (please specify)  (5) 
________________________________________________ 
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Q12 How many previous business ventures have you been involved in (excluding this 
business)? 
 None  (1)  
 Fewer than 3  (2)  
 3-5  (3)  
 5+  (4)  

 
Q13 What was your role in the business?  
 Distance supervision  (1)  
 Management role  (2)  
 Technical role  (3)  
 Working on my own  (4)  
 Other  (5) ________________________________________________ 

 
Q14 How long did your business last? 
 1 - 6 moths  (1)  
 7 - 12 months  (2)  
 13- 18 months  (3)  
 19 months -2 years  (4)  
 2.1 years - 2.5 years  (5)  
 2.6- 3 years  (6)  
 3 years +  (7)  

 
Q15 What was the number of employees in your business? (Excluding the owners) 
 none  (1)  
 Less than 5  (2)  
 5-9  (3)  
 10-15  (4)  
 16-20  (5)  
 21-25  (6)  
 26+  (7)  

 

End of Block: Demographic Information 
 

Start of Block: Business Information 



 

319 | P a g e  

 

Q16 What was the percentage of Saudi employees in your business?  
 None  (1)  
 Less than 5 %  (2)  
 5-10 %  (3)  
 11-15 %  (4)  
 16-20 %  (5)  
 21-25%  (6)  
 26% +  (7)  

 
Q17 In which region was your business located? 
 Central  (1)  
 West  (2)  
 East  (3)  
 North  (4)  
 South  (5)  

 
Q18 What was your main business sector? 
 Manufacturing  (1)  
 Service  (2)  
 Foods and hospitality  (3)  
 Retail  (4)  
 Agriculture  (5)  
 Construction  (6)  
 Other (Please specify):  (7) 
________________________________________________ 

 
Q19 What was the legal status of your business ? 
 Sole  (1)  
 Partnership  (2)  
 Family business  (3)  
 Limited liability company  (4)  
 Foreign corporation  (5)  
 Other  (6) ________________________________________________ 
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Q20 What was your motivation for starting this business? ( you can choose more than 
one) 
 Unemployment  (1)  
 Family business  (2)  
 Past experience  (3)  
 Market opportunity  (4)  
 Wealth creation  (5)  
 Like doing business  (6)  
 Independence  (7)  
 Use of time  (8)  
 Use of academic knowledge  (9)  
 Other (Please specify):  (10) 
________________________________________________ 

 

End of Block: Business Information 
 

Start of Block: Personal and Entrepreneurial Characteristic Factor 
 
Q21 To what extent were are the following "personal factors" significant to the failure 
of your business? 

 
Not at all 
significant 
(1) 

Slightly 
significant 
(2) 

Moderately 
significant 
(3) 

Very 
significant 
(4) 

Extremely 
significant 
(5) 

Gender of 
owner (1)            

Age of 
owner (2)            

Education 
level of 
owner (3)  

          

Number of 
hours 
dedicated 
(4)  

          

Past work 
experience 
(5)  

          

Lack of 
finance 
saving (6)  
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Q22 To what extent were are the following "entrepreneurial factors" significant to the 
failure of your business? 
 

 
Not at all 
significant 
(1) 

Slightly 
significant 
(2) 

Moderately 
significant 
(3) 

Very 
significant 
(4) 

Extremely 
significant 
(5) 

Lack of 
motivation 
(1)  

          

Lack of 
skills  (2)            

Lack of 
Interest (3)            

Desire to 
maintain 
control (4)  

          

Lack need of 
achievement 
(5)  

          

Lack of 
creativity (6)            

Lack of risk 
taking (7)            

Negative 
influence of 
the family 
(8)  

          

 
 

End of Block: Personal and Entrepreneurial Characteristic Factor 
 
 

 
 
 
 
 
 
 
 
 
 
 



 

322 | P a g e  

 

Start of Block: Enterprise Factor 
Q23 To what extent were are the following "Enterprise factors" significant to the failure 
of your business ? 
 

 
Not at all 
significant 
(1) 

Slightly 
significant 
(2) 

Moderately 
significant 
(3) 

Very 
significant 
(4) 

Extremely 
significant 
(5) 

Bad 
Location (1)            

Lack of 
Marketing & 
research (2)  

          

Weak 
Business 
planning (3)  

          

Lack of use 
of 
technology 
(4)  

          

Management 
deficiency 
(5)  

          

Customer 
issue (6)            

Supplier 
issue (7)            

Poor quality 
of product or 
service (8)  

          

Problem of 
partnership 
and 
teamwork 
(9)  

          

Lack of 
Financial 
control (10)  

          

 

End of Block: Enterprise Factor 
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Start of Block: Environmental Factors (economy) 
 
Q24 to what extent were are the following environment factors significant to the failure 
of your business, from an "economic perspective"? 
 

 
Not at all 
significant 
(1) 

Slightly 
significant 
(2) 

Moderately 
significant 
(3) 

Very 
significant 
(4) 

Extremely 
significant 
(5) 

Economic 
recession (1)            

Drop in oil 
price (2)            

Entry of 
foreign 
investors (3)  

          

Strict 
Market 
conditions 
(4)  

          

High local 
competition 
(5)  

          

Difficulty to 
find labour 
(6)  

          

Lack of 
financial 
support 
from banks 
and 
financial 
institutions 
(7)  

          

 
 

End of Block: Environmental Factors (economy) 
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Start of Block: Environmental Factors (Socio-Cultural) 
 
Q25 To what extent were are the following Environment factors significant to the 
failure of your business, from a “socio- cultural" perspective? 
 

 
Not at all 
significant 
(1) 

Slightly 
significant 
(2) 

Moderately 
significant 
(3) 

Very 
significant 
(4) 

Extremely 
significant 
(5) 

Lack of 
social 
network (1)  

          

Lack of 
supportive 
national 
culture (2)  

          

Customs 
and 
traditions 
(3)  

          

Social 
restrictions 
(4)  

          

No 
reputation 
for the 
business (5)  

          

 
 

End of Block: Environmental Factors (Socio-Cultural) 
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Start of Block: Environmental Factors (Political) 
 
Q26 To what extent were are the following Environment factors significant to the 
failure of your business, from a "political” perspective? 
 

 
Not at all 
significant 
(1) 

Slightly 
significant 
(2) 

Moderately 
significant 
(3) 

Very 
significant 
(4) 

Extremely 
significant 
(5) 

Saudi 
Legislation 
and laws (1)  

          

Cost of 
Compliance 
(2)  

          

Insufficient 
government 
plans (3)  

          

Insufficient 
government 
supports (4)  

          

Restrictions 
on imports 
and export 
(5)  

          

 
 

End of Block: Environmental Factors (Political) 
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Start of Block: Environmental Factors (Infrastructure) 
 
Q27 To what extent were are the following environment factors significant to the failure 
of your business, from an "Infrastructure" perspective? 
 

 
Not at all 
significant 
(1) 

Slightly 
significant 
(2) 

Moderately 
significant 
(3) 

Very 
significant 
(4) 

Extremely 
significant 
(5) 

High level of 
Bureaucracy 
(1)  

          

Difficulty of 
access to 
technology 
(2)  

          

Lack of 
information 
(3)  

          

Non- 
awareness of 
the national 
systems and 
rules (4)  

          

Lack of 
skilled 
labours (5)  

          

Weak 
Education 
System (6)  

          

Lack of 
agency 
support (7)  

          

 

End of Block: Environmental Factors (Infrastructure) 
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Start of Block: Opinion of Business barriers 
 
Q28 In your opinion, to what extent are the following challenges significant for 
entrepreneurs, when deciding to close their small start-up business? 
 

 
Not at all 
significant 
(1) 

Slightly 
significant 
(2) 

Moderately 
significant 
(3) 

Very 
significant 
(4) 

Extremely 
significant 
(5) 

No past 
experience 
(1)  

          

No interest 
in business 
venture (2)  

          

Competition 
from foreign 
workers (3)  

          

Scared of 
failure (4)            

Difficulty 
finding 
financial 
support (5)  

          

Difficulty 
finding 
skilled labor 
(6)  

          

Difficulty in 
government 
regulations 
(7)  

          

 

End of Block: Opinion of Business barriers 
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Start of Block: Challenging Statements (Business environment and management) 
Q29:  To what extent do you agree or disagree with the following statements: 

 Strongly 
disagree (1) 

Somewhat 
disagree (2) 

Neither 
agree nor 
disagree (3) 

Somewhat 
agree (4) 

Strongly 
agree (5) 

I don't enjoy the 
early stages of 
building a business 
(1) 

          

I don't enjoy the 
long-run 
management of 
business (2) 

          

I don't  like working 
24/7 (3)           

I can’t predict and 
adapt to changing 
environmental 
circumstances (4) 

          

I find the process of 
starting a business 
very daunting (5) 

          

If I worked harder, 
my business could 
have succeed (6) 

          

I cannot take 
investment risk (7)           

We don't strive to be 
the first to have 
products available 
(8) 

          

We don't engage in 
novel and marketing 
techniques (9) 

          

We can't go any 
length to meet 
customer 
requirements (10) 

          

End of Block: Channelging Statements (Business environment and management) 
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Appendix II:  English Version of the Survey Pilot Questionnaire on the Website 
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Appendix III:  Arabic Version of the Survey Questionnaire on the Website 

 
 
 

 
 أخي الكریم

 أختي الكریمة
 السالم علیكم ورحمھ هللا وبركاتھ،

 
  

أنا باحث دكتوراه، في جامعة برایتون في المملكة المتحدة وعضو ھیئة التدریس بجامعة المجمعة. أقوم حالیا 
عن أسباب فشل المشاریع الصغیرة خالل السنوات الثالث األولى من عمر المشروع في بالدنا المملكة  ببحث

االستبانة العلمیة المخصصة لھذا  وفي جزء من البحث أجمع األن البیانات عن طریق ھذه العربیة السعودیة،
 الغرض.

مؤكداً أن مشاركتكم الكریمة جوھریة إلثراء البحث  في ھذه الدراسة بتعبئة االستبانة. یسرني أن أدعوكم للمشاركة
)۲۰۳۰ومساعدة مسؤولي حكومتنا السعودیة في معرفة أسباب تعثر المشاریع ومعوقاتھا، توافقا مع رؤیة المملكة (  

 
**( العینة المستھدفة ھي فقط لمن سبق وأن خاض تجربة مشروع فشل ولم یستمر أكثر من ثالثة سنوات خالل 

 العشرة سنوات الماضیة )**
 

البیانات  دقیقة من وقتكم، لكنھا مساھمة وطنیة كبیرة ومقدرة. ۱٥تعبئة االستبانة سیستغرق في حد أقصى 
 المقدمة من قبلكم ستستخدم فقط لغرض البحث العلمي وستتعامل بسریة تامة، ولن یتطلب ذكر االسم في االستبانة.

في أخر االستبانة) بریدك اإللكتروني* إن رغبتم في تزویدكم بالنتائج (یمكنك وضع    
 * إن أردتم االستفسار أسعد بالتواصل معكم حولھا

 شاكرا تعاونكم ومقدرا وقتكم الثمین
  

 حفظكم هللا،،
 

 أخوكم/ معتز بن عبد الرحمن محمد السلیم
جامعة برایتون -باحث دكتوراه   
 المملكة المتحدة

  
m.alsolaim@gmail.com 

 
 
  
 
 
 
 
 
 
 
 
 
 
 



 

331 | P a g e  

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

332 | P a g e  

 

 

  

 

 

 



 

333 | P a g e  

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 



 

334 | P a g e  

 



 

335 | P a g e  

 

 

 

 



 

336 | P a g e  

 

 

 



 

337 | P a g e  

 



 

338 | P a g e  

 

 

 

 



 

339 | P a g e  

 

 

 
 
 
Appendix IV: Applicable to use in Smart Phones 
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Appendix V: Descriptive Quantitative Analysis  

 
Table (1): Frequencies, Means, Standard Deviations, Weighted Means and Test 

values for Personal Factors Items 

N
. Item  
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N
ot
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1 Gender of the owner  2.04 1.399 40.8% 9.5% 10.5% 11.5% 11.8% 56.8% 
2 Age of the owner  2.06 1.234 41.2% 3.7% 12.2% 20.3% 14.2% 4997% 

3 Education level of the 
owner  2.45 1.423 49.0% 9.5% 20.3% 15.9% 14.5% 39.9% 

4 Numbers of hours 
dedicated  3.43 1.427 68.6% 29.1% 28.4% 16.2% 9.5% 16.9% 

5 Past work experience  3.62 1.353 72.4% 34.1% 27.0% 17.2% 9.8% 11.8% 
6 Availability of capital  3.92 1.357 78.4% 47.6% 25.0% 10.1% 5.7% 11.5% 

 
* The mean is significantly different from 3 

Source: SPSS Analysis 
 
 

 
Table (2): Frequencies, Means, Standard Deviations, Weighted Means and Test 

values for Entrepreneurial Factors 

 
* The mean is significantly different from 3 

Source: SPSS Analysis 
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1 Lack of motivation  3.1
1 1.454 62.2% 21.3% 25.7% 17.9% 13.2% 22.0% 

2 Lack of skills  3.2
0 1.335 64.0% 17.9% 31.1% 20.6% 14.2% 16.2% 

3 Lack of interest  3.3
5 1.440 67.0% 25.7% 30.4% 16.9% 7.4% 19.6% 

4 Desire to maintain control  2.9
9 1.370 59.8% 16.2% 23.3% 25.3% 13.9% 21.3% 

5 Lack of need of achievement  3.0
8 1.484 61.6% 22.6% 15.5% 15.5% 23.6% 22.6% 

6 Lack of creativity  3.1
3 1.401 62.6% 18.9% 28.4% 19.3% 13.5% 19.9% 

7 Lack of risk taking  3.1
6 1.447 63.2% 23.0% 25.0% 16.6% 15.9% 19.6% 

8 Negative influence of the 
family  

2.7
5 1.538 55.0% 20.3% 14.5% 17.9% 14.2% 33.1% 
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Table (3): Frequencies, Means, Standard Deviations, Weighted Means and Test 
values for Enterprise Factors Items 
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1 Bad Location  3.28 1.435 65.6% 24.0% 29.1% 17.6% 9.8% 19.6% 
2 Lack of marketing research  3.80 1.199 76.0% 33.8% 34.5% 16.9% 7.4% 7.4% 
3 Weak business planning  3.65 1.248 73.0% 28.7% 35.8% 15.5% 11.1% 8.8% 
4 Lack of use of technology  3.09 1.350 61.8% 18.9% 22.6% 24.0% 17.9% 16.6% 
5 Management deficiency   3.41 1.348 68.2% 25.0% 30.1% 20.6% 9.8% 14.5% 
6 Customer issue 2.91 1.474 58.2% 18.9% 20.6% 19.3% 14.5% 26.7% 
7 Supplier issue  2.92 1.468 58.4%  19.6% 19.% 20.3% 15.2% 25.7% 

8 Poor quality of products or 
services 2.88 1.525 57.6% 20.6% 18.9% 17.6% 13.2% 29.7% 

9 Problem of partnership and 
teamwork 3.17 1.529 63.4% 26.4% 23.0% 16.2% 10.1% 24.3% 

10 Lack of financial control  3.27 1.532 65.4% 30.7% 19.9% 16.9% 10.5% 22.0% 
 

* The mean is significantly different from 3 
Source: SPSS Analysis 

 
 
 
 
 

 
Table (4): Frequencies, Means, Standard Deviations, Weighted Means and Test 

values for Environmental Factors- Economic Perspective Items 
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1 Economic recession  3.75 1.340 75.0% 40.2% 24.3% 15.9% 9.5% 10.1% 
2 Drop in oil price  3.19 1.414 63.8% 24.0% 22.6% 17.9% 19.3% 16.2% 
3 Entry of foreign investors  3.23 1.466 64.6% 28.0% 18.9% 19.3% 15.5% 18.2% 

4 Strict market conditions  3.68 1.384 73.6% 38.9% 23.6% 15.5% 10.1% 11.8% 

5 High local competition  3.66 1.230 73.2% 30.7% 29.7% 23.0% 8.1% 8.4% 
6 Difficulty to find labor  3.77 1.438 75.4% 47.0% 17.6% 14.5% 7.8% 13.2% 

7 
Lack of financial supports 
from banks and financial 
institutions  

3.67 1.450 73.4% 
41.9% 19.6% 16.6% 7.1% 14.9% 

* The mean is significantly different from 3 
  Source: SPSS Analysis 
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Table (5): Frequencies, Means, Standard Deviations, Weighted Means and Test 

values for Environmental Factors- Socio Cultural Perspective 
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1 Lack of social network 3.03 1.402 60.6% 17.2% 26.4% 20.6% 14.2% 21.6% 

2 
Lack of supportive national 
culture 3.01 1.349 60.2% 

15.5% 24.3% 26.0% 13.9% 20.3% 

3 Customs and traditions  2.66 1.407 53.2% 12.5% 18.6% 23.0% 14.5% 31.4% 
4 Social restrictions  2.66 1.414 53.2% 12.5% 19.3% 22.0% 14.5% 31.8% 

5 
No reputation for the 
business  3.09 1.514 61.8% 

25.3% 19.6% 17.6% 13.9% 23.6% 

* The mean is significantly different from 3 
  Source: SPSS Analysis 

 
 
 
 
 
 
 
 

Table (6): Frequencies, Means, Standard Deviations, Weighted Means and Test 
values for Political Perspective 

 

* The mean is significantly different from 3 
  Source: SPSS Analysis 
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1 Saudi legislation and laws 3.50 1.452 70.0% 33.4% 25.7

%  
14.9%  9.5%  16.6%  

2 Cost of compliance  3.66 1.418 73.2% 40.5% 20.3
% 

15.9% 10.8% 12.5% 

3 Insufficient government 
plans  3.29 1.399 65.8% 27.4% 18.6

% 
26.0% 12.2% 15.9% 

4 Social insufficient 
government support   3.56 1.481 71.2% 39.5% 17.9

% 
18.2% 7.8% 16.6% 

5 Restrictions on imports and 
exports  3.04 1.476 60.8% 23.3% 16.9

% 
24.7% 11.1% 24.0% 
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Table (7): Frequencies, Means, Standard Deviations, Weighted Means and Test 
values for Environmental Factors- Infrastructure Perspective 

 

N. Item 

M
ea

n 

St
an

da
rd

 
de

vi
at

io
n 

W
ei

gh
te

d 
M

ea
n 

E
xt

re
m

el
y 

Si
gn

ifi
ca

nt
   

V
er

y 
Si

gn
ifi

ca
nt

 

M
od

er
at

el
y 

Si
gn

ifi
ca

nt
 

Sl
ig

ht
ly

 
Si

gn
ifi

ca
nt

 

N
ot

 a
t a

ll 
Si

gn
ifi

ca
nt

 

1 High level of Bureaucracy 3.73 1.383 74.6% 41.2% 23.3% 14.2% 9.8% 11.5% 

2 Difficulty to access to 
technology  3.07 1.389 61.4% 20.6% 18.9% 26.7% 14.% 19.3% 

3 Lack of information  3.69 1.289 73.8% 32.1% 33.4% 16.2% 7.4% 10.8% 

4 
Non- awareness of the 
national systems and rules 3.39 1.363 67.8% 

26.0% 27.4% 20.3% 12.2% 14.2% 

5 Lack of skilled labors  3.90 1.350 78.0% 45.9% 26.4% 10.5% 5.7% 11.5% 

6 Weak Education System  2.91 1.368 58.2% 15.9% 18.9% 28.4% 14.2% 22.6% 
7 Lack of agency support 3.60 1.418 72.0% 37.5% 21.3% 19.6% 7.1% 14.5% 

* The mean is significantly different from 3 
  Source: SPSS Analysis 

 
 
 
 

 
Table (8): Frequencies, Means, Standard Deviations, Weighted Means and Test 

values for challenges for Entrepreneurs When Closing the Business 
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1 No past experience  3.54 1.262 70.8% 23.6% 39.2% 15.5% 10.8% 10.8% 

2 No interest in business 
venture  2.97 1.476 59.4% 20.3% 22.0% 16.6% 16.9% 24.3% 

3 Competition from 
foreign workers  3.52 1.428 70.4% 

34.8% 22.3% 16.9% 11.8% 14.2% 

4 Scared of failure  3.67 1.299 73.4% 33.8% 26.7% 23.3% 4.7% 11.5% 

5 Difficulty finding 
financial support  3.94 1.255 78.8% 42.9% 29.1% 15.2% 4.7% 8.1% 

6 Difficulty finding skilled 
labor  3.91 1.334 78.2% 47.3% 

22.6% 13.9% 5.7% 10.5% 

7 Difficulty in government 
regulations  3.84 1.293 76.8% 43.2% 21.6% 20.6% 5.1% 9.5% 
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Table (9): Means, Standard Deviations, Weighted Means and Test values for Q26 
Agreement and Disagreement 

 

N. Item 
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1 
I don’t enjoy the early 
stages of building a 
business  

2.30 1.333 46.0% 
9.5% 10.8% 18.6% 22.3% 38.9% 

2 
I don’t enjoy the long run 
management of a business  2.35 1.315 47.0% 

7.8% 15.5% 16.9% 24.0% 35.8% 

3 I don’t like working  2.01 1.147 40.2% 2.7% 12.2% 13.2% 27.0% 44.9% 

4 

I can’t predict and adapt 
to changing 
environmental 
circumstances  

2.99 1.289 59.8% 

12.5% 26.4% 26.7% 16.2% 18.2% 

5 
I find the process of 
starting a business very 
daunting 

3.23 1.343 64.6% 
19.3% 29.7% 22.3% 12.2% 16.6% 

6 
If I worked harder, my 
business could have 
succeeded 

3.10 1.459 62.0% 
23.3% 22.2% 15.5% 19.3% 19.6% 

7 I cannot take investment 
risk 2.75 1.325 55.0% 10.8% 19.9% 28.0% 15.5% 25.7% 

8 
We don't strive to be the 
first to have products 
available 

2.56 1.313 51.2% 
9.8% 15.5% 24.7% 21.3% 28.7% 

9 We don't engage in novel 
and marketing techniques 2.58 1.363 51.6% 11.5% 16.2% 20.6% 22.0% 29.7% 

10 
We can't go any length to 
meet customer 
requirements 

2.43 1.271 48.6% 
7.8% 13.2% 25.3% 22.0% 31.8% 

* The mean is significantly different from 3 
Source: SPSS Analysis 
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Appendix VI: The correlation coefficient between each barrier and its construct 

 
Table 1: The correlation coefficient between each item in the personal Factors construct 
and its construct 
 

No. Item 
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1 Gender of the owner 0.579 0.000** 
2 Age of the owner  0.692 0.000** 
3 Educational level of the owner 0.794 0.000** 
4 Numbers of hours dedicated  0.671 0.000** 
5 Past work experience  0.621 0.000** 
6 Availability of capital  0.500 0.000** 

  **Correlation is significant at the 0.01 level. 

      Source: SPSS analysis 

 

 

 
Table 2: The correlation coefficient between each item in the Entrepreneurial Factors 
construct and its construct 
 

No. Item 
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1 Lack of motivation  0.748 0.000** 
2 Lack of skills 0.739 0.000** 
3 Lack of interest  0.831 0.000** 
4 Desire to maintain control  0.760 0.000** 
5 Lack of need of achievement  0.865 0.000** 
6 Lack of creativity  0.794 0.000** 
7 Lack of risk taking  0.783 0.000** 
8 Negative influence of the family  0.614 0.000** 

  **Correlation is significant at the 0.01 level. 
      Source: SPSS analysis 

 

 

 

 



 

346 | P a g e  

 

Table 3: The correlation coefficient between each item in the Enterprise Factors 
construct and its construct 
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1 Bad location  0.602 0.000** 
2 Lack of marketing research  0.560 0.000** 
3 Weak business planning  0.688 0.000** 
4 Lack of use of technology  0.692 0.000** 
5 Management deficiency   0.777 0.000** 
6 Customer issue 0.750 0.000** 
7 Supplier issue  0.680 0.000** 
8 Poor quality of products or services 0.780 0.000** 
9 Problem of partnership and teamwork 0.789 0.000** 
10 Lack of financial control  0.751 0.000** 

  **Correlation is significant at the 0.01 level. 

      Source: SPSS analysis 

 

 

Table 4: The correlation coefficient between each item in the Environmental Factors - 
Economic Perspective construct and its construct 
 

No. Item 
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1 Economic recession  0.761 0.000** 
2 Drop in oil prices  0.689 0.000** 
3 Entry of foreign investors  0.682 0.000** 
4 Strict market conditions  0.671 0.000** 
5 High local competition  0.557 0.000** 
6 Difficulty in sourcing labour  0.669 0.000** 

7 Lack of financial support from banks and financial 
institutions  0.714 0.000** 

  **Correlation is significant at the 0.01 level. 

      Source: SPSS analysis 
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Table 5: The correlation coefficient between each item in the Environmental Factors – 
Socio-cultural Perspective construct and the whole construct 
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1 Lack of social network 0.786 0.000** 
2 Lack of supportive national culture 0.852 0.000** 
3 Customs and traditions  0.881 0.000** 
4 Social restrictions  0.887 0.000** 
5 No business reputation  0.681 0.000** 

 

  **Correlation is significant at the 0.01 level 

      Source: SPSS analysis 

 

 

 
Table 6: The correlation coefficient between each item in the Environmental Factors - 
Political Perspective construct and the whole construct 
 

No. Item 
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1 Saudi legislation and laws 0.824 0.000** 
2 Cost of compliance  0.852 0.000** 
3 Insufficient government plans  0.881 0.000** 
4 Socially insufficient government support   0.799 0.000** 
5 Restrictions on imports and exports  0.758 0.000** 

 

  **Correlation is significant at the 0.01 level 

      Source: SPSS analysis 
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Table 7: The correlation coefficient between each item in the Environmental Factors – 
Infrastructural perspective construct and its construct 
 

No. Item 

Pe
ar

so
n 

C
oe

ff
ic

ie
nt

  

Si
gn

ifi
ca

nc
e 

L
ev

el
 

1 High level of bureaucracy 0.722 0.000** 
2 Difficulty in accessing technology  0.812 0.000** 
3 Lack of information  0.695 0.000** 
4 Unawareness of national systems and rules 0.816 0.000** 
5 Lack of skilled labour  0.723 0.000** 
6 Poor education System  0.768 0.000** 
7 Lack of agency support 0.688 0.000** 

  **Correlation is significant at the 0.01 level. 

      Source: SPSS analysis 

 

Table 8: The correlation coefficient between each item in the ‘Challenges for 
entrepreneurs when closing their business’ construct and its construct 
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1 No past experience  0.534  0.000** 
2 No interest in business ventures  0.632 0.000** 
3 Competition from foreign workers  0.689 0.000** 
4 Fear of failure  0.714 0.000** 
5 Difficulty in finding financial support  0.626 0.000** 
6 Difficulty in finding skilled labour  0.684 0.000** 
7 Difficulty with government regulations  0.499 0.000** 

  **Correlation is significant at the 0.01 level. 

      Source: SPSS analysis 
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Table 9: The correlation coefficient between each item in the ‘Q26. Agreement or 
disagreement paragraph’ construct and the whole construct  
 

No. Item 
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1 I don’t enjoy the early stages of building a business  0.587  0.000** 
2 I don’t enjoy the long-run management of a business  0.618 0.000** 
3 I don’t like working  0.594 0.000** 

4 I can’t predict or adapt to changing environmental 
circumstances  0.551 0.000** 

5 I find the process of starting a business very daunting 0.533 0.000** 
6 If I had worked harder, my business could have succeeded 0.523 0.000** 
7 I cannot take investment risks 0.636 0.000** 
8 We don't strive to be the first to have products available 0.563 0.000** 
9 We don't engage in novel marketing techniques 0.564 0.000** 

10 We can't go to any lengths to meet customers’ 
requirements 0.543 0.000** 

**Correlation is significant at the 0.01 level 

Source: SPSS analysis 
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Appendix VII: Part of translating interviews from Arabic to English 

 
Sample 1: 
 

 ھل یمكنك تحدید أھم عوامل فشل المشاریع الصغیرة الناشئة في المملكة؟: المحاور
 من األسباب واألمور: : ھي فیھا عددالضیف

األمر األول: موضوع قلة برامج الدعم، فھذا أعتقد سبب من األسباب. فعدد الحاضنات و المسرعات قلیلة و حتى لو 
كانت موجودة ما زالت جودتھا أدنى من المتوقع. ھذا من ناحیة، فبالتالي بسبب قلة الدعم بسھولة جداً انت ممكن إن 

) یكون سئ. بدالً من إنك تستفید من الخبرات الموجودة و االستشارات ما market(تخطیطك یكون سئ أو فھمك للـ
). فـأعتقد إن وجود فجوة في برامج الدعم و الجھات الداعمة في المملكة ھذا independentعاد عندك فصرت انت (

 سبب رئیسي.
الرأسمالي و ال القرض، و ھذا قاعد یرفع  السبب الثاني: التمویل، في فجوة كبیرة في التمویل سواء كان بشقیھ التمویل

 مستوى فشل المشاریع.
 األمر الثالث: المتغیرات اإلقتصادیة اللي بعضھا سواء كانت بسیاسات حكومیة أو بسبب عوامل أخرى 

یة ) عالیة في المشاریع الناشئة، قد یكون ھنا في السعودrisk) عالمیاً إنھ دایماً في نسبة (normو بالطبع اللي ھو (
) الیوم في فجوات. على سبیل المثال ecosystemأعلى من غیرھا أو قد یكون أقل ما أعرف، لكن األكید إن في الـ(

عدم  ;) عائق الیومlabour policy) موضوع إنك تبدأ مشروع تجاري الـ(policy makingفي موضوع الـ(
 you might be lucky and got visasحصولك على التأشیرات و اإلجراءات المعقدة اللي فیھ و خالفھ، ھذا (

straightaway, and you might be unlucky and you spent 3 years وما جتك إال تأشیرة أو تأشیرتان (
 أو جاءك عدد قلیل من التأشیرات أقل مما انت محتاج.

 ه أھم األسباب اللي لھا عالقة بتأثر المشاریع.فأعتقد إنھ ھذ
Interviewer:  Can you identify the most important factors that lead to failure of small 
start-up businesses in the Kingdom? 
Interviewee:  There are many reasons and factors: 
-The first reason: the lack of support programs. The numbers of business incubators and 
accelerators are few and even if they exist, their quality is still lower than expected. 
Therefore, because of the lack of support, it’s possible that you apply bad planning, or 
you have a misunderstanding with nature of the market. Instead of taking advantage of 
existing expertise and consulting, you become independent. So, I believe that the gap in 
support programs and supporting bodies in the Kingdom is a major reason. 
-The second reason: the funding, as there is a large gap in funding in its sectors, whether 
capital funding or the loan, leads to raising the failure rates of enterprises. 
-The second reason: the economic variables, whether by government policies or other 
factors. 
Of course, there is also the global norm that start-up enterprises always carry high risk, 
the risk in the kingdom may be higher than other countries or may be lower I don’t know, 
but it is certain that there are gaps in the ecosystem. For example, in the issue of policy 
making, the labour policy is a great obstacle to start your business because of the 
difficulties of obtaining visas, complicated procedures and many others. You might be 
lucky and got visas straightaway, and you might be unlucky and spent 3 years to get one, 
two, or fewer visas than you need.  
I think these are the most important reasons that affect enterprises. 
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Sample 2: 
 

 : أنت تطرقت إلى نقطة عدم وجود تمویل فھل ھي صعوبة أو استحالة تمویل؟المحاور
في البنوك التجاریة السعودیة أي أن ھنالك مشكلة في  SME: في المبتدئین استحالة ال یوجد فرصة لدى الضیف

عدد البنوك المرخصة في السعودیة التي عند مقارنھ المنظومة السعودیة . مؤسسة النقد ھي سبب في جزء منھا مثال: 
ملیون نسمة وعدد البنوك المرخصة في دبي فقط أو  ۳۰، وعدد سكانھا   ملیون كیلو متر مربع ۲تبلغ مساحتھا 

 ۸أو  ۷بنك تجاري و  ۱۲ن لدیھا السعودیة إلى األ. لیس بالضرورة فقط دول الخلیج ستستغرب ، البحرین أو مصر 
، العنصر  وھم أصغر في حجم التداول من الدول األخرى ۱٥۰إلى  ۷۰بنوك استثماریة فقط بینما أي دولة لدیھا من 

من  ٤و ستة من عشرة حسابات ھي حسابات جاریة و  ۹۹اآلخر الجزء الفقھي في فكرة توافق مع الشریعة جاعلین 
عشرة بالمیة فقط في السعودیة ھي حسابات استثماریة فبالتالي األموال لدى البنوك السعودیة مكنزة وغیر مكلفة فلیس 

تكون ضخمة فالتكون ھنالك مرابحة وال عائد فبالتالي تكون العوائد  بنك نضع فیھ أموالنا فاألموال ۱۱لدینا سوى 
قراض فأنا أرید أن أستثمر ألرد للمستثمرین أرباحھم صفر فالبنك ال یضطر أن یقرض فأكثر البنوك بالعالم یحفزھا اإل

بر كسولة أو خاملة لكن بالسعودیة حساب جاري وال توجد عائد علیھ فأنا كبنك كسول أو خامل فالبنوك السعودیة تعت
في  ....  % قروض استھالكیة۱۰۰وكان قطاع األفراد یمثل حجم ضخما فبالتالي لدیھم مساحة لبیع قروض مضمونة 
یاخذو  SME’s% من محفظتھا ۲۰دول العالم ھنالك منظومة تسمى السقف ھناك دول تعمل إذا لم تمول البنوك مثال 

. SME’sتمویل فھناك آلیات كثیرة بالعالم لتقنع البنوك على  . SME’s جزء من مرابحة البنك لقروض أخرى وترجع
أجرینا دراسة مع البنوك  للتمویل.  فبالتالي البنك غیر مضطر البنوكالسعودیة مؤسسة النقد مثال متراخیة مع في 

 السعودیة حول مخاطر المنشآت الصغیرة، مثال حي أنا شخصیا اشتغلت مع شركة العثیم وھي شركة مدرجة
أسواق تجاریة فیطلق علیھ  ٥ملیون لایر لایر عملو بھ  ٥٤۰اقترضو من بنك الراجحي  ۲۰۰۸بالبورصة فكان سنة 
قرض واحد یحتاج لفحص واحد ومدیر عالقة واحد حتى یخرج قرض  ) One transaction( البنوك تحویل واحد 

 ٥٤۰ملیون محتاجة  ٥٤۰ لـیون لایر فامتوسطة القرض مل ملیون لایر لو افترضنا أن لدینا منشآت صغیرة  ٥٤۰
% مرابحة لكن ۱٥% مرابحة وھنا یصل إلى ۱ملیون تحویل واحد فتكون مكلفة على البنك بالرغم من أن یخرج 

 ومراجعة حسابات األفراد. بالتوظیف، البنوك بالسعودیة كسولة فھو ال یرید أن یتعب نفسھ 
 
Interviewer: You touched upon the issue of the lack of funding, is the funding difficult 
or impossible? 
Interviewee: There is no chance for start-up SMEs to be loaned, which mean that there 
is a problem in the Saudi system and SAMA (Saudi Arabia Monetary Agency) is a part 
of the problem. However, the total land area of Saudi Arabia is around two million square 
kilometres with a population of 30 million; the number of licensed banks in the kingdom 
is less than Dubai, Bahrain or even Egypt, which is not one of the Gulf countries. So far, 
Saudi Arabia has only 12 commercial banks and 7 or 8 investment banks, while any 
country has from 70 to 150 banks. The other factor is the jurisprudential aspect as 
provisions must be incompatible with the provisions of Islamic Sharia. So, the State 
allocated 99.6% as current accounts and only 0.4% as investment accounts and the money 
in the banks packed, unused, and not costly. We only have 11 banks to put our money, 
there are large amounts of money deposited in these banks. For that reason, banks believe 
that there is no need to conduct Murabaha transactions (cost puls financing structure) or 
make a profit; and since there is no income/ earnings, banks will not lend. On the contrary, 
many banks in the world have motivation to loan as they want to invest in order to refund 
investors interests, but here in Saudi Arabia, there are current accounts and there is no 
interest on them. Therefore, banks in Saudi are inactive, lazy! Banks can easily offer 
100% guaranteed customer loans because individual citizens have a large portion of 
banks’ money…. many countries in the world adopted the ceiling policy, which means 
that if banks do not finance SMEs with 20% of their profits, the state will take part of the 
bank's Murabaha transactions to serve SMEs, and there are many other mechanisms can 
be used. Therefore, banks in Saudi are inactive because SAMA does not take serious 
actions against them. For example, I personally worked with Al-Othaim Company, a 
stock market listed company. In 2008, the company borrowed 540 million riyals from 
Alrajhi Bank to establish five commercial markets. The bank considered this as only (one 
transaction) and only needed one relationship manager to make one check in order to 
provide one loan of 540 million riyals! If we assume that there are small and medium-
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sized enterprises want to obtain a loan of one million riyals, so the amount of the previous 
loan will be distributed among 540 enterprises. Therefore, it will be costly for the bank 
to consider it as one transaction for percentage of Murabaha of 1% instead they might 
charge 15%.  Even though, banks in Saudi Arabia are inactive and do not want to make 
efforts by employing more workers or even checking people’s credit history. 
 
 
 
 
 
Sample 3: 

 
… if you have a unique idea to create new business, the system will not permit it and also 
the mechanism of funding will not be suitable for you. For example, the mechanism of 
funding in commercial banks is based on the existence of assets and guarantees. 
Therefore, if I have an innovative idea like the application of Careem, commercial banks 

cannot fund an application in Saudi Arabia. 
 

مثال البنوك  .ال یسمح ذلك ، آلیات التموین الموجودة لن تتوافق معك systemمبتكرة ستجد أن إذا عندك فكرة  …
التجاریة عندھا فكرة التموین مقابل الضمانات أو االصول فبالتالي لو لدي فكرة مبتكرة مثل األبلیكیشن لدى كریم 

 الیمكن لبنك تجاري أن یمول أبلیكیشن في السعودیة
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Appendix VIII: Letter of Consent to Collect Data 
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Appendix IX: Ethical Consideration Approval 
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Appendix X:  Data Collection Approval from Deputy Governor of the Authority of 

SME 
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Appendix XI: Data Collection Approval from National Entrepreneurship Institute 
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Appendix XII: Summary of the Factors and Their Importance 

 
 Factor Theory/Reference Its Importance 

Personal 

Characteristics 

Age Human capital theory 
(Becker, 1975; 
Boswell, 1973) 

Many studies show that the age 
factor is important in developed, 
less developed and developing 
countries 

 

 

Experience and 
Background 

(Stanworth and 
Curran, 1976; Collins 
and Moore, 1964; 
Copper, 1971; 
Gihnore, 1971; 
Mescon and Montari, 
1981; Shapiro, 1972) 

Entrepreneurial parents have a 
major influence on whether 
entrepreneurs become successful 

(Buchele, 1967; Van 
de Ven et al., 1094; 
Vesper, 1990; Gary 
and Gary, 1989; 
Boswell, 1973) 

Around 75% of SME failure is 
due to a lack of experience (Gary 
and Gary, 1989) 

Gender (Mazzarol et al., 
1999; Boswell, 1973) 

Many researchers agree that there 
are differences between men and 
women with regard to self-
employment/starting a business. 

Dedicated hours (Orser and Foster, 
1992) 

Businesses operating on a full-
time basis generally earned larger 
returns 

Education level (Heck et al., 1995; 
Bates, 1990) 

It could argued the more highly 
educated the owner, the more 
likely they were to continue 
operating a business 

Availability of 
Capital 

(Ghosh and Kwan, 
1996; Storey, 1994) 

Availability of capital is one of 
the top five important factor for 
small start-up business survival 

Entrepreneurial 
Characteristics 

Motivation (McClelland, 1967; 
Collins and Moore, 
1964; Storey, 1994) 

Motivations one of the most 
important entrepreneurial trait to 
start a business 

Theory of Growth 

Skills (Storey and Greene, 
2010; Lussier; 1995) 

Know-how + Know whom = 
Business success. 

 

Interest (Storey and 
Greene,2010; 
Lussier; 1995) 

Several studies mentioned that 
most entrepreneurs start a 
business following their interest.  

Locus of control Brockhaus, 1980; 
Brockhaus and 

Small business start-up might 
tend to have a higher level of 



 

359 | P a g e  

 

Horwitz, 1986; 
Frederickson and 
Mitchell, 1984; 
Sandberg, 1986; Low 
and MacMillan, 
1988; Khurran et al., 
2005) 

control from its owner, which 
could create obstacles into their 
survival 

Need for 
Achievement 

(Maslow, 1970; 
McClelland, 1967) 

Entrepreneurs found to have a 
high level of need for 
achievement 

Creativity (Watson et al. (1998; 
Storey, 1994; 
Cowling, 2010) 

Several studies highlighted 
creativity as a growth factor for 
small business. 

Risk Taking (Brockhaus, 1980; 
Huggett, 2015; 
Burns, 2017). 

Schumpeter described one of the 
unique entrepreneurial trait is a 
risk taker  

Family Influence (Ket de Vries, 1977; 
Storey, 1994; 
Smallbone and 
Welter, 2001) 

Entrepreneurial parents are more 
likely to support their relatives 
with their education and 
knowledge. 

(Internal) 

Enterprise 

Factor 

 

Location (Bradley, 2000; Heck 
et al., 1995; Storey, 
1994) 

Location can have a very impact 
on business survival and growth 

Marketing and 
Research 

(Hills, 1984; Hoad 
and Rasko, 1964; 
Van de Ven et al., 
1984; Swierczek and 
Ha, 2003) 

Marketing Strategy strongly 
linked with survival and growth 
of businesses. 

Business Plan (Van de Ven et al., 
1984; Storey, 1994; 
Gelderen et al. 2008) 

Business Strategic plan is the 
road map for any business, which 
directly impact the survival of 
any business. 

Use of 
Technology 

(Audretsch,1995; 
Cowling, 2018; Xiao 
and North, 2018) 

The impact of using technology 
in the unique development of 
businesses can enhance the 
productivity and quality of 
products and services. 

Management 
Deficiency 

(Bruno et al.,1987; 
Storey, 1994) 

Several previous research have 
taken management as a factor for 
business survival.  

Customer Issues (Ghosh ans Kwen, 
1996; Ghosh et al. 
2001) 

Customer satisfaction is a 
significant factor for small 
businesses 

Supplier Issues (Knight, 1965; Paris, 
1983;Cressy, 2006) 

Several studies mentioned the 
importance of risk reduction for 
small firm, which can be 



 

360 | P a g e  

 

achieved by diversifying their 
products/ services and suppliers. 

Quality of 
Products/Services 

( Chaganti and 
Chaganti, 1983; 
Reijonen and 
Kompupula, 2007) 

Quality of product and service is 
a part of small business survival, 
according to several studies 

Partnership and 
teamwork 

(Storey, 1994;  Number of the owners can be 
“sword with two edges”, either 
fasten the growth or create 
numerous issues. 

Financial Control (Cressy, 2006; 
Daskalakis et al, 
2013; Cowling and 
Matthews,2017) 

Cowling and Matthews, 
highlighted that small business 
facing several financial issues 
such as cash-flow management. 

(External) 

Environmental 
– 

Economic 
Factors 

Economic 
Recession 

(Ket de Vries, 1977; 
General Authority for 
Statistics, 2018).  

In Saudi , when oil prices 
dropped by 75% in 2016, 
accompanied by a fall in 
purchasing power from 3.51% in 
2016 to -0.16% in 2017. 

Oil Price (Alfaadhel, 2010; 
Alsalaeh, 2016; 
Doing Business 
Report, 2018) 

80% of Saudi GDP dependent on 
oil. 

Entry of Foreign 
Investor 

(World Bank, Doing 
Business Report- 
Saudi Arabia, 2018) 

Entrance of foreign enterprises 
could enhance the competitive 
advantages for the customer, 
however, it could also kills many 
start-up businesses. 

Strict Market 
Condition 

(World Bank, Doing 
Business Report- 
Saudi Arabia, 2018) 

Saudi tend to have a strict market, 
since it follow Islamic sharia.  

Local 
Competition 

Arsti et al., 2014; 
Alsaleh,2016 

The strong local competition 
especially from mega companies 
could be a barrier for small start-
up business survival. 

Market Labour (Simonand Moore, 
1999; Saxenian, 
2002; Alsaleh, 2016) 

Immigrants are significantly vital 
in building any economy. In 
Saudi Market labour need permit 
to work “visa”, which start to be 
difficult after Ministry of labour 
regulations. 

Financial 
Institutions 
Support 

(Storey, 1994; Xiao, 
2009; Daskalakis et 
al, 2013; Cowling 
and Matthews, 2017) 

Several small start-up business, 
precisely in developing countries 
suffer from the access long term 
debt. 
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Political Factors 

Legislations and 
Laws 

(Frances,2004) Legal system can impact small 
start-up business , especially with 
ease of doing business 

Compliance Cost (World Bank, Doing 
Business Report- 
Saudi Arabia, 2018) 

Saudi Government tend to charge 
high fees before the business 
start, which effect the availability 
of capital. 

Government Plan (Saudi Vison, 2030; 
World Bank, Doing 
Business Report- 
Saudi Arabia, 2018) 

Saudi Vision 2030, is a 
transformation plan to reduced 
dependency on oil, with a series 
of reforms, some of these reform 
might affect small start-up 
business. 

Government 
Support 

 (Yusuf, 1995; 
Tam and Tay, 1994) 

Government benefit can support 
small start-up precisely in hard 
support. 

Restrictions on 
import and 
export 

(Wolff el at. 2004; 
Kitson and Wikinson, 
2003) 

Several studies mentioned there 
is a positive link between 
business growth and exporting. 

Socio- Cultural 
Factors 

Social 
Networking 

(Ket de Vries, 1977; 
Smalbone and 
Welter, 2001) 

Networking and using personal 
contacts can be valuable tool in 
solving business matters 

Supportive 
National Culture 

( Gibb,2000; Siu et al. 
2003) 

Western culture and different 
from eastern culture, therefore 
understanding the cultural 
environment is important 

Custom and 
Traditions 

(Alfaadhel, 2010; 
Alsaleh, 2016) 

Saudi tend to have a unique 
customs and tradition which may 
affect business survival and 
growth 

Social 
Restrictions 

(Alfaadhel, 2010; 
Alsaleh, 2016) 

It could be argued that some 
businesses may find offensive in 
conservative countries  

Reputation for 
the business 

Bridge, O’neill, and 
Martin, 2009)  

The trust and confidence of 
customer can directly affect the 
growth of a business, and vice 
versa. 

Infrastructure 
Factors 

Bureaucracy 
Level 

(Tybout, 2000; 
Bukvic and Bartlett 
2003) 

Several developing countries 
faced high level of bureaucracy 
level which can directly impact 
the start-up survival. 

Access to 
Technology 

(Storey, 1994; Lin 
1998) 

 Access to Technology 
ex; internet, can support small 
start-up precisely (online 
business) to survive especially in 
rural area.  
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Information (Rankin et al. 2002; 
Smallbone and 
Welter, 2001) 

Poor infrastructure recognised an 
a constraint for small start-up 
businesses 

Awareness of the 
national system 
and rules 

(OECD, 2000) Developing countries tend to 
have a new rules often, for 
instance taxes has been 
introduced in SA in 2017. 

Skilled Labour (Storey, and 
Westhead, 1997; 
Luks, 2004) 

Small business might struggle to 
afford highly skilled labours. 

Education System (Storey and Greene, 
2010; World Bank, 
Doing Business 
Report- Saudi Arabia, 
2018) 

According to Storey and Greene, 
There is a strong correlation 
between education level and 
business survival.  The education 
outcomes in Saudi Arabia do not 
meet the market needs 

Agency Support (Kent, 1994; Larsson 
et al.,2003; McLary, 
2005)  

Hard and soft agency support for 
small start-up business is 
extremely important for their 
survival and growth. 
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Appendix XIII: Data collection process 
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