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Abstract: This study explores the impact of strategic performance measures on the connection between organ-
izational content types and innovation performance. Utilizing survey responses from 216 Saudi Arabian com-
panies, structural equation modeling was applied. Findings reveal that a proactive strategy negatively affects
process innovation but positively influences product innovation, while a defensive strategy shows a similar
pattern. Conversely, a reactive strategy positively impacts both process and product innovation. Embracing
proactive, defensive, or reactive approaches positively influences efficiency and effectiveness. However, effi-
ciency negatively impacts innovation, while effectiveness has a positive effect. The study suggests that adopt-
ing diverse strategy content types provides a competitive edge, reflected in strategic performance measures. It
acknowledges potential benefits and challenges, contributing empirical evidence to the understanding of the
relationships between strategy content, performance metrics, and innovation in Saudi Arabian companies.
Keywords: strategy content, innovation performance, strategic performance measure, efficiency, effective-
ness.
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INTRODUCTION

The literature on strategic decision-
making indicates a research gap in the rela-
tionship between strategy contents and in-
novation performance in organisations, and
the role of strategic performance measures
in mediating this relationship (Yang et al.,
2021). Some empirical studies have sug-
gested that strategy contents can positively
affect innovation performance (Wang et
al., 2020), but this relationship may be
complex and contingent on various factors
(Leone et al., 2018). However, the existing
studies have not provided conclusive re-
sults on this topic. Therefore, this study
aims to explore the link between strategy
contents and innovation performance in or-
ganisations, and to examine how strategic
performance measures of efficiency and ef-
fectiveness influence this link. This study
also investigates the impact of strategic
performance measures on strategic deci-
sion-making. Previous research has em-
phasised the importance of strategic perfor-
mance measures in translating strategy into
measurable objectives, which can facilitate
strategy implementation and improve or-
ganisational performance (Fuertes et al.,
2020). Although some studies have ana-
lysed the role of strategic performance
measures in strategic decision-making and
their effect on organisational performance
(Stoelhorst et al., 2018; Xu et al., 2019),
there is limited empirical and theoretical
evidence on the joint relationship between
strategic performance measures and inno-
vation performance (Perego & Mary,
2019). Therefore, this study aims to inves-
tigate how strategic performance measures
of efficiency and effectiveness mediate the
relationship between strategy contents and
innovation performance.

Strategic performance measure is a
multidimensional concept that involves
measuring both the efficiency and effec-
tiveness of an organisation (Huang, 2018).
Efficiency refers to achieving short-term
results with minimal resources, while ef-
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fectiveness refers to attaining long-term or-
ganisational objectives (Ojha et al., 2020).
Some examples of efficiency measures are
cost reduction, productivity, and profitabil-
ity, while some examples of effectiveness
measures are customer satisfaction, market
share, and growth rate. These measures can
help organisations evaluate their perfor-
mance and identify areas for improvement.

Strategy content refers to the type of
strategy that an organisation adopts to com-
pete in the market. Miles and Snow (1978)
proposed a typology of four strategy con-
tent types: prospector, defender, analyzer,
and reactor. Prospectors are organisations
that seek to innovate and pursue new op-
portunities in the market. They have a high
innovation orientation, risk-taking propen-
sity, and strategic adaptation capability.
Defenders are organisations that focus on
improving the efficiency of their existing
operations instead of competing on new
products or markets. They have a low inno-
vation orientation, risk-taking propensity,
and strategic adaptation capability. Ana-
lyzers are organisations that combine ele-
ments of both prospectors and defenders.
They have a moderate innovation orienta-
tion, risk-taking propensity, and strategic
adaptation capability. Reactors are organi-
sations that lack a consistent and stable
strategy and only adjust when forced to do
so by environmental pressures. They have
a poor innovation orientation, risk-taking
propensity, and strategic adaptation capa-
bility. The Miles and Snow typology has
been widely adopted as a framework for
classifying organisational strategy content
(Yanes-Estévez et al., 2018; Liu et al.,
2020). It can help managers understand
their organisation's strengths and weak-
nesses and tailor their strategies accord-
ingly.

Innovation performance is the evalua-
tion of an organisation's knowledge appli-
cation and technological innovation activi-
ties, including both product innovation and
process innovation (Naveed et al., 2022).
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Product innovation entails the develop-
ment of new or improved goods or services
that address new customer needs, manage
product quality, and establish effective
marketing strategies (Gupta et al., 2018).
Process innovation refers to the adoption of
new or improved methods to produce
goods and services (Lee and Shin, 2018).
Innovation performance can be measured
using various indicators, such as the num-
ber of patents, new products, or process im-
provements; the percentage of sales from
new products or services; the degree of
novelty or originality of innovations; or the
impact of innovations on customer satis-
faction, market share, or profitability
(Chen et al., 2019). Innovation perfor-
mance is a key factor for organisational
success, especially in highly competitive
business environments (Liu et al., 2018;
Singh et al., 2019; Zouaghi and Nouira,
2019; Lu and Wang, 2020). It can help or-
ganisations gain a competitive advantage,
enhance their reputation, and achieve their
strategic goals. Therefore, this study ad-
dresses the following research question:
How do strategy content, strategic perfor-
mance measures, and innovation perfor-
mance interact and influence each other in
the context of Saudi Arabia? By answering
this question, this study contributes to the
literature on strategy content, strategic per-
formance measures, and innovation perfor-
mance by examining how different types of
strategy content affect the quality and
uniqueness of services offered by compa-
nies in Saudi Arabia, and how strategic per-
formance measures of efficiency and effec-
tiveness mediate this relationship. This
study is organised as follows: Introduction,
Literature Review and Hypotheses, Re-
search Methodology, Data Analysis and
Results, Discussion and Implications, Con-
clusion and References.
Literature Review and Hypothesis

This research proposes that strategic
performance measures mediate the rela-
tionship between an organisation’s strategy
contents and innovation performance.
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Strategy contents refer to the different
ways that organisations respond to envi-
ronmental changes and opportunities, such
as being proactive, defensive, or reactive
(Miles & Snow, 1978). Innovation perfor-
mance refers to the extent to which organi-
sations achieve successful outcomes from
their innovation activities, such as develop-
ing new products or processes (Damanpour
& Aravind, 2012). Previous studies have
suggested that the strategic content of an
organisation, or the type of strategy stance
that it adopts, has a positive influence on its
innovation performance, as it reflects its
ability to adapt to the market and customer
needs (Matsuo et al., 2018; Zhang et al.,
2021). However, the strategic content of an
organisation is not sufficient to ensure its
innovation success, as it also depends on
how well the organisation implements its
strategy and measures its performance
(Crongvist et al., 2018; Jiang et al., 2019).
Supporting this notion, AlTaweel and Al-
Hawary's 2021 study, conducted in Saudi
Arabia, highlighted that the transfor-
mations in the business environment and
heightened competition have driven organ-
izations to concentrate extensively on en-
hancing the implementation of their strate-
gies. This endeavor aims to secure sustain-
able competitive advantages and foster in-
novation capabilities that resonate with the
evolving desires of their customers. There-
fore, this research examines the role of stra-
tegic performance measures, or the indica-
tors that organisations use to evaluate their
performance and guide their actions, as po-
tential mediators between strategy contents
and innovation performance.
Organisations that adopt a proactive
strategy stance are characterised by their
innovativeness and risk-taking in develop-
ing their products and services. They aim
to create new markets and opportunities by
offering novel and differentiated solutions
to customer needs. This strategy stance is
reflected in their strategic performance
measures, which can assist them in imple-
menting their strategy and enhancing their
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innovation performance, if they are aligned
with their strategic objectives and capabil-
ities. Previous studies have emphasised the
importance of strategic performance
measures in fostering innovation perfor-
mance, especially for organisations with a
proactive strategy stance (Albesher, 2014;
De Massis et al., 2018; Park & Jang, 2018;
Wang et al., 2019). For example, Apple,
Starbucks, Netflix, and Patagonia are a
well-known example of a proactive organ-
isations.

Apple is arenowned example of a pro-
active organisation that uses strategic per-
formance measures such as customer satis-
faction, market share, and revenue growth
to evaluate its performance and guide its
actions. Apple is also known for its product
innovation, such as the iPhone, the iPad,
and the Apple Watch, which have created
new markets and customer segments
(Lashinsky, 2012). Starbucks is another ex-
ample of a proactive organisation that has
taken a proactive stance on social and en-
vironmental issues, such as supporting fair
trade, reducing waste, promoting diversity
and inclusion, and providing health care
and education benefits to its employees
(Starbucks Corporation, 2020). Starbucks
is also known for its service innovation,
such as offering mobile ordering, delivery,
and loyalty programs to its customers
(Starbucks Corporation, 2020). Netflix is a
third example of a proactive organisation
that has taken a proactive stance on inno-
vation and customer satisfaction, such as
creating original and exclusive content, of-
fering personalised recommendations, ex-
panding its global reach, and adapting to
changing consumer preferences (Netflix
Inc., 2020). Netflix is also known for its
business model innovation, such as using
subscription-based streaming services in-
stead of traditional DVD rentals or cable
TV (Netflix Inc., 2020). Patagonia is a
fourth example of a proactive organisation
that has taken a proactive stance on sustain-
ability and activism, such as using organic
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and recycled materials, donating to envi-
ronmental causes, encouraging customers
to repair and reuse their products, and sup-
porting social movements (Patagonia Inc.,
2020). Patagonia is also known for its so-
cial innovation, such as creating a benefit
corporation that balances profit with pur-
pose (Patagonia Inc., 2020).

Thus, these examples illustrate how
organisations with a proactive strategy
stance can achieve higher levels of innova-
tion performance by using strategic perfor-
mance measures that are aligned with their
strategic objectives and capabilities. How-
ever, these organisations also face some
challenges and opportunities in terms of in-
novation performance. For instance, these
organisations need to balance their innova-
tiveness and risk-taking with their financial
viability and customer loyalty. They also
need to cope with the uncertainty and com-
plexity of the external environment and the
changing customer needs. Moreover, these
organisations need to maintain their com-
petitive advantage by constantly innovat-
ing their products and services and creating
new markets and opportunities. Therefore,
these organisations need to design strategic
performance measures that can help them
monitor their performance and guide their
actions in a dynamic and uncertain envi-
ronment (Anning-Dorson et al., 2018).
Some of the common obstacles to innova-
tion that these organisations may encounter
include lack of a shared vision, short-term
focus, lack of resources, lack of time, lack
of innovation culture, lack of senior leader-
ship support, and unrealistic expectations
(Salamzadeh & Rezai, 2016). These obsta-
cles can be overcome by creating a clear
and compelling innovation vision, setting
long-term goals, allocating sufficient re-
sources and time, fostering a culture of in-
novation, engaging senior leaders in inno-
vation initiatives, and managing expecta-
tions and risks (Anning-Dorson et al.,
2018).

Organisations that adopt a defender
approach in their strategy are characterised



Journal of Economic Studies, Vol. 16 (1)- Riyadh (June, 2024 AD/ Dhulhijah, 1445 H)

by their conservatism and efficiency in de-
veloping their products and services. They
focus on improving the efficiency of their
existing products and services rather than
exploring new products or markets. This
approach is reflected in their strategic per-
formance measures, which can assist them
in implementing their strategy and enhanc-
ing their innovation performance, if they
are aligned with their strategic objectives
and capabilities. Previous studies have
shown the positive impact of strategic per-
formance measures on innovation perfor-
mance, especially for organisations with a
defender strategy (Lee et al., 2018; Wu &
Wu, 2020). For example, Toyota, Walmart,
Coca-Cola, and McDonald's are a well-
known example of a proactive organisa-
tions.

Toyota is a well-known example of a
defender organisation that uses strategic
performance measures such as cost reduc-
tion, quality improvement, and operational
excellence to evaluate its performance and
guide its actions. Toyota is also known for
its process innovation, such as the Toyota
Production System, which has enabled it to
achieve high levels of efficiency and qual-
ity in its manufacturing operations (Liker
& Hoseus, 2008). Walmart is another ex-
ample of a defender organisation that uses
strategic performance measures such as
sales growth, market share, and customer
satisfaction to evaluate its performance and
guide its actions. Walmart is also known
for its operational innovation, such as its
supply chain management system, which
has enabled it to reduce costs and increase
customer convenience (Fishman, 2006).
Coca-Cola is a third example of a defender
organisation that uses strategic perfor-
mance measures such as brand awareness,
customer loyalty, and profitability to eval-
uate its performance and guide its actions.
Coca-Cola is also known for its product in-
novation, such as introducing new flavors,
packaging, and marketing campaigns to
maintain its market leadership (Kotler &
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Keller, 2016). McDonald's is a fourth ex-
ample of a defender organisation that uses
strategic performance measures such as
revenue growth, customer satisfaction, and
employee engagement to evaluate its per-
formance and guide its actions. McDon-
ald's is also known for its service innova-
tion, such as offering online ordering, de-
livery, and customization options to its cus-
tomers (McDonald's Corporation, 2020).
Thus, these examples illustrate how
organisations with a defender approach can
achieve moderate levels of innovation per-
formance by using strategic performance
measures that are aligned with their strate-
gic objectives and capabilities. However,
these organisations also face some chal-
lenges and opportunities in terms of inno-
vation performance. For instance, these or-
ganisations need to balance their efficiency
and conservatism with their adaptability
and responsiveness. They also need to cope
with the changing customer needs and pref-
erences, as well as the competitive threats
from new entrants or substitutes. Moreo-
ver, these organisations need to sustain
their competitive advantage by constantly
improving their products and services and
retaining their customers' loyalty. There-
fore, these organisations need to design
strategic performance measures that can
help them monitor their performance and
guide their actions in a stable but dynamic
environment (Miles & Snow, 1978).
Organisations that adopt a reactor ap-
proach in their strategy are characterised by
their passiveness and unpredictability in
developing their products and services.
They lack a clear and consistent direction
and only respond to environmental changes
when forced to do so. This approach is ev-
ident in their strategic performance
measures, which fail to assist them in im-
plementing their strategy and enhancing
their innovation performance, if they are
not aligned with their strategic objectives
and capabilities. Previous studies have
shown the negative impact of strategic per-
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formance measures on innovation perfor-
mance, especially for organisations with a
reactor strategy (Mol & Birkinshaw, 2019).
For example, Kodak, Blockbuster, Nokia,
and Sears are well-known examples of re-
actor organisations that did not use strate-
gic performance measures effectively to
evaluate their performance and guide their
actions. They also failed to innovate their
products and services, such as digital cam-
eras, online streaming, smartphones, and
online shopping, which led to their decline
and bankruptcy.

Kodak did not use strategic perfor-
mance measures effectively to evaluate its
performance and guide its actions. Kodak
also failed to innovate its products and ser-
vices, such as digital cameras and online
photo sharing, which led to its decline and
bankruptcy (Lucas & Goh, 2009). Block-
buster is another example of a reactor or-
ganisation that failed to adapt to the chang-
ing market conditions and customer prefer-
ences. Blockbuster did not use strategic
performance measures effectively to eval-
uate its performance and guide its actions.
Blockbuster also failed to innovate its
products and services, such as online
streaming and subscription services, which
led to its decline and bankruptcy (Groys-
berg et al., 2018). Nokia is a third example
of a reactor organisation that failed to adapt
to the changing market conditions and cus-
tomer preferences. Nokia did not use stra-
tegic performance measures effectively to
evaluate its performance and guide its ac-
tions. Nokia also failed to innovate its
products and services, such as smartphones
and applications, which led to its decline
and loss of market share (Jia, & Yin, 2015).
Sears is a fourth example of a reactor or-
ganisation that failed to adapt to the chang-
ing market conditions and customer prefer-
ences. Sears did not use strategic perfor-
mance measures effectively to evaluate its
performance and guide its actions. Sears
also failed to innovate its products and ser-
vices, such as online shopping and cus-
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tomer loyalty programs, which led to its de-
cline and bankruptcy (O’Reilly & Tush-
man, 2021).

Thus, these examples illustrate how
organisations with a reactor approach tend
to have lower levels of innovation perfor-
mance by failing to use strategic perfor-
mance measures that are aligned with their
strategic objectives and capabilities. How-
ever, these organisations also have some
opportunities to improve their innovation
performance by learning from their mis-
takes and adopting more proactive or adap-
tive strategies in response to environmental
changes (Mol & Birkinshaw, 2019). For in-
stance, these organisations can use strate-
gic performance measures that can help
them monitor their performance and guide
their actions in an uncertain and complex
environment (Anning-Dorson et al., 2018).
Some of the common opportunities for in-
novation that these organisations may en-
counter include identifying new customer
needs, exploring new technologies, collab-
orating with partners, or creating new busi-
ness models (Rick, 2014); (Innovation As-
set Group, 2019) . These opportunities can
be exploited by creating a clear and com-
pelling innovation vision, setting long-term
goals, allocating sufficient resources and
time, fostering a culture of innovation, en-
gaging senior leaders in innovation initia-
tives, and managing expectations and risks
(Anning-Dorson et al., 2018).

Therefore, understanding the unique
needs and characteristics of each strategy
stance can help organisations design strate-
gic performance measures that better align
with their goals, resulting in improved in-
novation performance. The main focus of
this research is to examine the correlation
between the contents of strategies in organ-
isations and their innovation performance.
Additionally, this study aims to explore the
impact of strategic performance measures
such as efficiency and effectiveness as me-
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diators between strategy contents and inno-
vation performance. Based on this, the fol-
lowing hypotheses have been formulated:

H1: The different strategy contents
(prospector, defender, and reactor) have a
direct effect on strategic performance
measures (efficiency and effectiveness).

H2: Strategic performance measures
(efficiency and effectiveness) have a direct
effect on innovation performance.

H3: The different strategy contents
(prospector, defender, and reactor) have a
direct effect on innovation performance.

Figure 1: Conceptual Model and Research Hypotheses

Methods
Sample and Procedures

This study focused on companies in
Saudi Arabia's service or industrial sector.
The study targeted the top managers of
these companies, who also served as board
members and made strategic decisions for
their companies (Rosenbusch et al., 2018).
Previous studies have indicated that the
participation of top managers in research
surveys can enhance the validity of the re-
sults (Vroom & Jago, 2018; Berrone et al.,
2019). Therefore, this study adopted an
electronic survey as the data collection
method, as it was convenient and efficient
for the respondents. The survey was con-
ducted from April to August 2022, and a
total of 3500 questionnaires were sent to
1050 firms. The study received 629 re-
sponses from 219 firms, with a minimum

Table 1: Reliability and Validity Test

of two responses per firm to ensure the rep-
resentativeness and reliability of the data.
The response rate was satisfactory, com-
pared to other studies that have reported
lower response rates from top managers
(Grewal et al., 2018; Jaskiewicz et al.,
2021). The study used Structural Equation
Modeling (SEM) as the data analysis tech-
nique, as it was suitable for testing the
causal relationships among multiple varia-
bles in the research framework. The data
was analyzed using two software packages:
SPSS (Version 28) for descriptive statistics
and SmartPLS 4.0 for partial least squares
path modeling. This study chose the PLS
path modeling over the CBSEM approach
that previous studies have used for several
reasons. First, PLS path modeling can han-
dle formative constructs more easily than
CBSEM. Although CBSEM tools (such as
AMOS) can deal with formative constructs
in a study model, few studies actually use
such a model, suggesting that it is difficult
to apply (Hair Jr et al., 2016). Second, PLS
path modeling is more suitable for explor-
atory research (like this one), while
CBSEM is better for testing theory (Fornell
& Bookstein, 1982). Third, PLS path mod-
eling does not impose restrictive assump-
tions on the data. For example, PLS path
modeling can accommodate reflective and
formative constructs, samples smaller than
100, single-item constructs, metric and
non-metric data types, datasets with multi-
collinearity and missing values (Hair & Al-
amer, 2022). Therefore, PLS path model-
ing is considered a ‘soft-modelling’
method.
Measures

To measure the constructs, the previ-
ously tested scales were used.

Construct No. of Cronbach’s Composite O;/fi;?\gc?e DV/IV/
Questions alpha Reliability (CR) Extracted (AVE) Mod”
Prospector (SCP) 4 0.955 0.967 0.880 v
Defender (SCD) 3 0.920 0.950 0.863 v
Reactor (SCR) 5 0.974 0.979 0.905 v
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Construct No. of Cronbach’s Composite O;lfi;?]%i DV/IV/

Questions alpha Reliability (CR) Extracted (AVE) Mod"

Strategic Performance

Measure of Efficiency (SPEy) 12 0.983 0.985 0.845 Mod

Strategic Performance

Measure of Effectiveness (SPESs) 1 0.975 0.979 0.853 Mod

Product Innovation (PODI) 5 0.925 0.944 0.771 DV

Process Innovation (POCI) 3 0.858 0.913 0.777 DV

*DV=dependent variable, IV= independent variable, Mod= moderator variable

Independent variable: strategy contents
(prospector, defender, and reactor). In this
study, strategy contents (prospector, de-
fender, reactor) were measured by 12 items
scale, taken from Snow and Hrebiniak
(1980) and Stevens and McGowan (1983),
and scaled on Likert scale (1= Not at all; 7
= Completely). A prospecting strategy was
measured by a 4-item scale. The 4 items
were: (1) we continually redefine our ser-
vice priorities; (2) we seek to be first to
identify new modes of delivery; (3) search-
ing for new opportunities is a major part of
our overall strategy; (4) we often change
our focus to new areas of service provision.
This 4-item measure displays acceptable
levels of reliability (a=0.955; CR=0.967)
and validity (AVE=0.880), as shown in
supplement Table (1). A defending strategy
was measured by a 3-item scale. The 3
items were: (1) we seek to maintain stable
service priorities; (2) the service empha-
sizes efficiency of provision; (3) we focus
on our core activities. This 3-item measure
displays acceptable levels of reliability
(0=0.920; CR=0.950) and validity
(AVE=0.863), as shown in supplement Ta-
ble (1). A reacting strategy was measured
by a 5-item scale. The 5 items were: (1) we
have no definite service priorities; (2) we
change provision only when under pressure
from external agencies; (3) we give little
attention to new opportunities for service
delivery; (4) the service explores new op-
portunities only when under pressure from
external agencies; (5) we have no con-
sistent response to external pressure. This
4-item measure displays acceptable levels
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of reliability («=0.983; CR=0.985) and va-
lidity (AVE=0.845), as shown in supple-
ment Table (1).

Dependent variable: In this study, inno-
vation performance (product and process)
was measured by 9 items scale, taken from
Prajogo and Sohal (2003), and scaled on
Likert scale (1= Not at all; 7 = Com-
pletely). A product innovation was meas-
ured by a 5-item scale. The 5 items were:
(1) the level of newness (novelty) of new
products; (2) the use of latest technological
innovations in new product development;
(3) the speed of new product development;
(4) the number of new products introduced
to the market; (5) the number of new prod-
ucts that is first-to-market (early market en-
trants). This 5 items measure displays ac-
ceptable levels of reliability (a=0.925;
CR=0.944) and validity (AVE=0.771), as
shown in supplement Table (1). A process
innovation was measured by a 4-item scale.
The 4 items were: (1) the technological
competitiveness; (2) the updated-ness or
novelty of technology used in processes;
(3) the speed of adoption of the latest tech-
nological innovations in processes; (4) the
rate of change in processes, techniques, and
technology. This 4 items measure displays
acceptable levels of reliability (0=0.858;
CR=0.913) and validity (AVE=0.777), as
shown in supplement Table (1).
Moderator variable: strategic perfor-
mance measure (efficiency and effective-
ness). In this study, strategic performance
measure (efficiency and effectiveness) was
measured by 22 items scale, taken from
Pollanen etal., (2017), and scaled on Likert
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scale (1= Not at all; 7 = Completely). Stra-
tegic performance measure of efficiency
was measured by a 12 items scale, and also
scaled using the same seven-points of Lik-
ert scale as above. The items included: (1)
to what extent does your organization have
performance measures for the Efficient use
of allocated budget?; (2) to what extent
does your organization have performance
measures for the Quantity of products or
services provided?; (3) to what extent does
your organization have performance
measures for the Quality of products or ser-
vices provided?; (4) to what extent does
your organization have performance
measures for the Customer satisfaction?;
(5) to what extent does your organization
have performance measures for the Operat-
ing efficiency?; (6) to what extent does
your organization have performance
measures for the Product/service develop-
ment or innovation?; (7) how important is
Efficient use of allocated budget to the
long-term success of your organization?;
(8) how important is Quantity of products
or services provided to the long-term suc-
cess of your organization?; (9) how im-
portant is Quality of products or services
provided to the long-term success of your
organization?; (10) how important is Cus-
tomer satisfaction to the long-term success
of your organization?; (11) how important
is Operating efficiency to the long-term
success of your organization?; (12) how
important is Product/service development
or innovation to the long-term success of
your organization? This 11 items measure

Results
Table 2: Total Effects

displays acceptable levels of reliability
(0=0.837; CR=0.891) and validity
(AVE=0.671), as shown in supplement Ta-
ble (1). Strategic performance measure of
effectiveness was measured by an 8 items
scale, and also scaled using the same
seven-points of Likert scale as above. The
items included: (1) to what extent does
your organization have performance
measures for the employee satisfaction?;
(2) to what extent does your organization
have performance measures for the em-
ployee capabilities?; (3) to what extent
does your organization have performance
measures for the social responsibilities?;
(4) to what extent does your organization
have performance measures for the envi-
ronmental performance?; (5) to what extent
does your organization have performance
measures for the accountability for results
to external parties?; (6) how important is
employee satisfaction to the long-term suc-
cess of your organization?; (7) how im-
portant is employee capabilities to the
long-term success of your organization?;
(8) how important is social responsibilities
to the long-term success of your organiza-
tion?; (9) how important is accountability
for results to external parties to the long-
term success of your organization? This 9
items measure displays acceptable levels of
reliability (0=0.975; CR=0.979) and valid-
ity (AVE=0.853), as shown in supplement
Table (1).

No| Relationships |[Sample[Sample Mean (M)|Standard Deviation (STDEV)|T Statistics (|O/STDEV|)|P Values Results
1|SCP — SPEy | 0.405 0.406 0.058 6.948 0.000 | Supported
2| SCP — SPEs | 0.538 0.538 0.058 9.307 0.000 | Supported
3|SCD — SPEy| 0.288 0.287 0.058 4.979 0.000 | Supported
4 | SCD — SPEs | 0.255 0.254 0.054 4.751 0.000 | Supported
5|SCR — SPEy |-0.150 -0.151 0.027 5.533 0.000 | Supported
6 | SCR — SPEs |-0.056 -0.057 0.025 2.270 0.023 | Supported
7 [SPEy — POCI| 0.011 0.009 0.064 0.168 0.866 |Not supported
8 [SPEy — PODI| 0.005 0.005 0.055 0.084 0.933 [Not supported
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No| Relationships |Sample[Sample Mean (M)(Standard Deviation (STDEV)(T Statistics (|O/STDEV|)|P Values Results

9 |SPEs — POCI| 0.413 0.414 0.084 4.902 0.000 | Supported
10|SPEs — PODI| 0.478 0.478 0.067 7.177 0.000 | Supported
11| SCP — POCI | 0.014 0.014 0.058 0.238 0.812 |Not supported
12| SCP — PODI | 0.160 0.161 0.049 3.272 0.001 | Supported
13/SCD — POCI | 0.010 0.008 0.052 0.187 0.851 |Not supported
14|SCD — PODI|-0.105 -0.107 0.045 2.351 0.019 | Supported
15| SCR — POCI | 0.158 0.158 0.038 4.151 0.000 | Supported
16| SCR — PODI | 0.196 0.195 0.034 5.747 0.000 | Supported

* Significant at p < 0.05, ** Significant at p <0.01

Table 2 displays the key findings of
the survey which indicate a significant re-
lationship between the prospecting strategy
and both efficiency and effectiveness
measures of strategic performance. Like-
wise, the study suggests a similar relation-
ship between defending strategy and the
same performance measures. Additionally,
the results of the survey reveal a strong cor-
relation between reacting strategy and both
efficiency and effectiveness measures. De-
spite these findings, the survey did not
show any notable impact of strategic per-
formance measures of efficiency on pro-
cess innovation, nor was there a significant
influence of prospecting or defending strat-
egies on process innovation. In contrast,
the study identified a robust relationship
between strategic performance measures of
effectiveness and both product and process
innovation. Furthermore, the survey estab-
lished a strong association between pro-
specting strategy and product innovation,
as well as between defending strategy and
product innovation. Lastly, the survey re-
vealed a strong correlation between react-
ing strategy and both product and process
innovation.

Discussion and Implications

In this comprehensive exploration, the
study intricately probes the relationship be-
tween organizational contents and innova-
tion performance, with a focal point on the
unique intricacies of the Saudi Arabian
context. Drawing from the resource-based
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view of strategic management, the research
posits that strategically incorporating or-
ganizational contents—prospect, defender,
and reactor—into strategies confers a sub-
stantial competitive advantage. This ad-
vantage, anchored in the adept provision of
products and services at competitive prices
while upholding quality, aligns seamlessly
with Saudi Arabia's transformative Vision
2030 initiatives.

The findings resonate with signifi-
cance, shedding light on how organizations
embracing diverse organizational contents
positively influence strategic performance
measures, particularly efficiency and effec-
tiveness. Delving into the Saudi Arabian
landscape, nuanced dynamics surface: pro-
spect and defender contents exhibit a para-
doxical impact on innovation, while a reac-
tor stance showcases a positive influence
on both process and product innovation.
The dichotomy between the adverse effects
of efficiency and the positive impacts of ef-
fectiveness on innovation adds layers to the
nuanced understanding of these intricate
relationships within the Saudi socio-eco-
nomic fabric.

In the domain of strategic manage-
ment literature, this empirical contribution
holds significant weight. The research pos-
its that organizations embracing a pro-
specting strategy exhibit increased effi-
ciency and effectiveness, aligning with the
idea of gaining a competitive edge through
adept utilization of internal resources (Bar-
ney, 1991). These findings reinforce earlier
studies associating prospecting strategy



Journal of Economic Studies, Vol. 16 (1)- Riyadh (June, 2024 AD/ Dhulhijah, 1445 H)

with crucial organizational performance
indicators, resonating with the changing
economic landscape and Vision 2030 ob-
jectives. Moreover, they support previous
research indicating a positive correlation
between a prospecting strategy and organi-
zational performance indicators like profit-
ability, growth, innovation, and customer
satisfaction (Miles & Snow, 1978; Venka-
traman, 1989; Zahra & Covin, 1995).

However, this discovery challenges
some studies reporting mixed or negative
effects of a prospecting strategy on perfor-
mance outcomes such as market share, re-
turn on assets, and survival (Hambrick,
1983; Miller & Friesen, 1986; Dess & Da-
vis, 1984). The study addresses this gap by
employing a comprehensive measure of
strategic performance encompassing both
efficiency and effectiveness dimensions.
This insight carries practical implications
for managers, practitioners, policymakers,
and other stakeholders who can leverage
the study's results. It implies that organiza-
tions can enhance their strategic perfor-
mance by incorporating a prospecting strat-
egy as part of their overall approach. This
entails a continued focus on innovation, the
development of new business models, ac-
tive pursuit of entrepreneurial ideas, prior-
itization of transforming these ideas into
innovative products and services, and swift
entry into new markets while remaining
adaptable to meet customer needs.

These practical implications extend
into the heart of Saudi Arabia's dynamic
landscape, offering tailored insights for or-
ganizations navigating Vision 2030 initia-
tives. The strategic adoption of prospecting
strategies is highlighted as a pathway to el-
evate performance, emphasizing continu-
ous innovation, the development of new
business models, and agile market entry.

On the flip side, organizations that
embrace a defending strategy reap benefits
through a positive correlation with effi-
ciency and effectiveness, aligning seam-
lessly with Saudi Arabia's vision for eco-
nomic stability, quality enhancement, and
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customer retention. This customized ap-
proach empowers organizations to compe-
tently navigate price and quality competi-
tion, enhance the efficiency of their current
products and services, and yield positive
returns in both the short and long term.
This discovery aligns with existing litera-
ture suggesting that a defending strategy is
linked to elevated levels of cost efficiency,
quality improvement, customer retention,
and profitability (Miles & Snow, 1978;
Venkatraman, 1989; Zahra & Covin,
1995).

However, this revelation contradicts
certain studies indicating that a defending
strategy may correlate with lower levels of
innovation, market share, growth, and sur-
vival (Hambrick, 1983; Miller & Friesen,
1986; Dess & Davis, 1984). The study re-
solves this inconsistency by employing a
comprehensive measure of strategic per-
formance that encompasses both efficiency
and effectiveness dimensions. Addition-
ally, it controls for various contextual fac-
tors that may influence the relationship be-
tween strategy contents and performance.
Consequently, the study findings suggest
that integrating a defending strategy into an
organization's overall approach can be ad-
vantageous for those operating in stable
and predictable environments. In such set-
tings, organizations can leverage existing
resources and capabilities to maintain or
enhance their competitive position. By
consistently seeking new ideas to optimize
operational efficiency, promptly introduc-
ing developed products and services into
existing or new markets, and refining exist-
ing business models, organizations can at-
tain both efficiency and effectiveness
measures of strategic performance, ulti-
mately leading to positive returns on in-
vestment.
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Another significant revelation from
this study with crucial practical implica-
tions for organizations lies in the positive
correlation between embracing a reacting
strategy and measures of strategic perfor-
mance, specifically efficiency and effec-
tiveness. This implies that responding to
external environmental pressures can pro-
pel organizations to evolve and enhance
their existing products and services, result-
ing in favorable returns over both the short
and long term. This finding holds particular
relevance in light of the distinctive chal-
lenges posed by unpredictable environ-
ments, as seen in Saudi Arabia.

Consistent with existing literature, the
study suggests that a reacting strategy
stance is linked to elevated levels of adapt-
ability, responsiveness, flexibility, and re-
silience (Miles & Snow, 1978; Venkatra-
man, 1989; Zahra & Covin, 1995). How-
ever, it also challenges certain studies indi-
cating that a reacting strategy may correlate
with lower levels of innovation, differenti-
ation, growth, and survival (Hambrick,
1983; Miller & Friesen, 1986; Dess & Da-
vis, 1984). The study addresses this contra-
diction by employing a comprehensive
measure of strategic performance that en-
compasses both efficiency and effective-
ness dimensions. Moreover, it takes into
account various contextual factors that may
influence the relationship between strategy
contents and performance.

Therefore, the study findings suggest
that integrating a reacting strategy into an
organization's overall approach can be ad-
vantageous, particularly for those operat-
ing in turbulent and unpredictable environ-
ments. In such settings, organizations can
leverage their existing resources and capa-
bilities to effectively cope with changes
and challenges. By adeptly responding to
external environmental pressures, organi-
zations can enhance the efficiency and ef-
fectiveness of their current products and
services, ultimately leading to positive re-
turns on investment.
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In essence, the affirmative impact of
prospecting, defending, and reacting strat-
egies on various performance measures un-
derscores the strategic imperative for or-
ganizations to meticulously align strategies
with the nature of their business and the
unique Saudi Arabian external environ-
ment. Continuous improvement and inno-
vation emerge as paramount for maintain-
ing competitiveness.

Looking beyond its theoretical impli-
cations, the study emphasizes a positive
correlation between the effectiveness of
strategic performance measures and inno-
vation performance. In the evolving eco-
nomic landscape and amidst Saudi Arabia’s
Vision 2030 initiatives, organizations can
enhance their effectiveness by strategically
investing in both process and product inno-
vation.

This discovery aligns with previous
studies (e.g., Helfat et al., 2020; Osiyev-
skyy & Dewald, 2020) exploring the con-
nection between innovation performance
and strategic performance measures of or-
ganizations. Helfat et al. (2020), for in-
stance, found that firms investing in inno-
vation achieved superior long-term perfor-
mance, with a more pronounced positive
effect for those focusing on both product
and process innovation. Similarly, Osiyev-
skyy and Dewald (2020) identified a posi-
tive relationship between innovation per-
formance and the financial performance of
firms, suggesting that investing in both
process and product innovation can en-
hance effectiveness. These yields benefit
such as cost reduction, improved quality,
heightened customer satisfaction, differen-
tiation from competitors, market expan-
sion, and the creation of new value propo-
sitions.

In contrast to the positive relationship
between effectiveness and innovation per-
formance, the study observes a less-docu-
mented negative relationship between effi-
ciency and innovation performance. The
emphasis on efficiency and cost-cutting
may hinder innovation efforts, consistent
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with earlier research (Matsuyama, 2018).
For instance, Matsuyama (2018) found that
firms pursuing cost leadership strategies
tended to exhibit lower levels of product
innovation compared to those adopting dif-
ferentiation strategies. Conversely, other
studies have identified a positive relation-
ship between efficiency and innovation
when firms embrace efficient innovation
practices like lean management, open inno-
vation, frugal innovation, and agile devel-
opment (Kafouros et al., 2018). This sug-
gests that the relationship between effi-
ciency and innovation is complex and con-
text-dependent, necessitating a careful bal-
ancing act for optimal performance.

These findings hold significant practi-
cal implications for organizations seeking
to enhance their strategic performance
through investments in both efficiency and
innovation. It implies that organizations
should adopt a contingency approach, tak-
ing into consideration their external envi-
ronment, internal resources, capabilities,
and goals. By doing so, organizations can
achieve both efficiency and effectiveness
measures of strategic performance, ulti-
mately leading to positive returns on in-
vestment. This nuanced analysis serves as
a strategic guide, offering a detailed
roadmap for organizations navigating the
intricacies of Saudi Arabia's economic
landscape and contributing significantly to
the national vision for economic transfor-
mation.

Conclusion

This study explored the relationship
between strategy contents (prospecting, de-
fending, and reacting) and strategic perfor-
mance measures (efficiency and effective-
ness), as well as the connection between
strategic performance measures and inno-
vation performance. This approach makes
the study one of the first to look at these
relationships comprehensively. The main
research question of the study was to exam-
ine how different strategy contents affect
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strategic performance measures (efficiency
and effectiveness), and how strategic per-
formance measures (efficiency and effec-
tiveness) affect innovation performance,
which encompasses both process and prod-
uct innovation. The findings showed that
different strategy contents had different
impacts on efficiency and effectiveness,
and that efficiency had a positive impact on
innovation performance, while effective-
ness had a negative impact. This may be
explained by the fact that there is often di-
vergence between the strategy contents
adopted by organisations, which can influ-
ence their efficiency, effectiveness, and in-
novation performance. The study contrib-
utes to the literature on strategy contents,
strategic performance, and innovation per-
formance by providing new insights and
evidence on these relationships. The study
also has practical implications for manag-
ers, practitioners, policymakers, or other
stakeholders who can benefit from or apply
the results of this study. The study suggests
that organisations should adopt a contin-
gency approach to strategy contents, de-
pending on their external environment, in-
ternal resources, capabilities, and goals. By
doing so, organisations can balance their
efficiency and effectiveness, and enhance
their innovation performance. The study
also provides some recommendations on
how to implement or use the findings of
this study in practice. To expand on these
findings, future studies should focus on
identifying under what circum contents
strategy contents such as prospect and de-
fender can have a positive impact on pro-
cess innovation. Furthermore, it would be
beneficial to examine which strategy con-
tents, whether it be prospect, defender, or
reactor, have a greater positive impact on
product innovation. It is important to note
that the main limitation of this study was
the narrow sample, which only included or-
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ganisations from Saudi Arabia. Thus, cau-
tion should be taken in generalizing these
findings to other countries in the Middle
East or Arab region. Overall, the study's
findings highlight the importance of care-
fully considering the adoption of different
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