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“Dynamic capabilities and SME performance: The moderating effect of market
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.(Visvikis et al., 2019)
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y78lly 2shaill Zsalll osaatll Hxllns IS (0 La¥) 2] gh ohe 8,000
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EWIMES (I PPV S EU AR {15 [ PEN - PV S NPT IR P RPWES IO - BERY, | EL PR |
Bealall Lo 250 59,408 6,51 Cily> JI Bickley et al(Y. ) HLal Loy AW

AYIYON (193lEar V60 5,51 (Salas—(¥ ) sl el Wt Olaglatl Logigimsy fuyyl g aliaZ@N pgla _]L'i.tqjt PAES)




id&gﬂ)\& ............ Gl ﬂﬂléd@a“}&&»&légww 9\5.15le}

S mlan A wlell bl zloasl IS (e (sradsiSally aanll Helazlly gyludll
Of Loy (Lle alaslall 5555 bl cms minn pludll b Linlsy sl oY)
Sleln¥) (e Spadl Rppalell AalaiSl 1355 Gran @latllS £k ¥ Kl Elagdas
Bludl a5l IS e @bl adsiy Slzmal A piasaiS (4SSl
Sl Il szl Gaddl 2l gl Ladsen a8 ANl wlylyall e 385 38T (SCdng
o Aasddl peallias pue Loy w8 3Ll I Ogleas a8 papadl o LS LLe
Al LS (A1 adlSall Cale dog ¥ OF g <6381 09 BLLYI (any dxlial
(Sl I sl S 2lae 3pidl (93 Gapaall (e due Cagdhgs e

LSl ey ASadl AW clusll slzsl e 4l Cao et al. (2022) dulys cilisly
s e Graall @lazll Joay a8y Budiane Slucwsll oda 2w cxpal Lz glgiSall )
AW LRl S SIsY B
INLP dadall 2601 dxtlan Gudas
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Introduction and Theoretical Background:

Tan et. al. (2011) briefly described information technology is an
implementation of information and communication technology tools,
including a computer network, software, and hardware required to connect
to the Internet. But, (Beig et al., 2012) divided technology into a group of
interconnected parts that are divided into four different elements
(Technical tools, users, documents, and organizational environmental
tools). Therefore, study use figure 1 to illustrate information technology
functions as the following:

Transfer and
sending
Information

Collecting
Data

Storage Processing

Producing
Information

Figure 1: Information Technology Functions

Within the era of cloud communication, cloud accounting systems'
vulnerabilities, interruptions, and confidentiality risks (Al-Nsour et al,
2021)

The continuous and rapid developments in the field of technology,
information systems and the business environment that the world is
witnessing, have led to an increase in the amount of digital data that is
directly related to the importance and strategy of organizations and
business institutions, and has become a means to achieve the goals of these
organizations.

Information technology currently has become a major component of
economic development, and the backbone of economies due to its
significant impact on the results of operations, the quality of service
delivery and productivity; therefore, the optimal use of information
technology is one of the most important challenges faced by developing
countries and their organizations. All current evidence supports the role
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and impact of information technology in enhancing the competitiveness of
nations, industries, sectors and organizations (Oluwatolani et al., 2011).

Banking is one of the booming industries that focus on technological
innovation, as online banking services emerged as the largest focus area in
the digital transformation process for banks, as digital transformation
began to meet the needs of beneficiaries such as: (facilitating matters,
reducing time and effort, and providing the service on the widest scale
Personal interaction, better and faster advice, and regulation of financial
spending) (Nirala and Pandey, 2017).

The rapid advancements in information and communication technology
have allowed the banking and financial industries to expand their services
and electronic banking businesses to encourage banking products. This has
had a positive impact on the quantity and quality of banking services as
well as increased competition between banks (Nawafleh, 2015).

Commercial banks' primary contribution to the nation's economic
growth comes from giving investors access to capital, which is vital in the
distribution of economic resources in nations (Duraj and Moci, 2015). As a
result, (Kadioglu et al., 2017) found a substantial negative correlation
between loan non-performance and bank profitability, which is measured
by return on equity (ROE) and return on assets (ROA). Also
(Sheefeni.2015) emphasized that Academic scholars as well as
management of banks and financial markets are interested in the elements
that affect the profitability and performance of the banking industry.

In addition to advancing and gaining a competitive advantage through
the use of technology, organizations also seek to maintain control over
their business operations and interest in achieving the organization's goal,
as well as managing relationships with stakeholders such as the board of
directors and shareholders (Khan, 2011). Given the vital role that
technology plays in daily life in making institutions more transparent and
effective through what they do to increase the efficiency of governance,
accountability, and improve service delivery (Alam, 2012). While (Thomas
and David, 2012) illustrated that There are several signs that the scientific
and technical divide between industrialized and developing nations is
expanding in the banking sector, and the divide still persists with regard to
information technology.
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This means the integration and linking of information systems and
technologies to achieve integrated and harmonious systems between
different media (Karimi and modiri, 2011). Therefore, every bank needs an
automation system to perform most of the daily tasks, as the banking field
has become one of the highly complex branches in the software market.
This is because of its need for advanced techniques and mechanisms to
build and integrate their systems, and this complexity comes from the need
to develop different systems to cover diverse needs (Riad et al., 2008).

Based on that, the role of internal audit within banks processes became
more vital especially within new information technology. The internal
audit evaluation process is an integral part of the internal audit process;
therefore, the evaluation process must be carried out periodically, in order
to describe the efficiency and effectiveness in addressing and achieving the
specified goals (Dubis et al., 2010) Although internal auditing systems
provide a reasonable but not absolute guarantee of the organization's and
departments' performance (Shamki & Alhajri, 2017). Also, (Weshah, 2020)
revealed that internal auditors experience within Enterprise Resource
Planning (ERP), as one of information technology tools, plays a main role
on internal auditor’s operational performance.

Product features and characteristics, quality improvement activities,
product technical durability, product specification, and product function
are all used to assess quality performance. (Kurniawan et. al., 2020).

Information technology is frequently followed by an increase in internal
audit procedures, according to (Vinatoru and Calota, 2014). As a
consequence, the company may increase its level of business process
integration and raise the standard of its reports.

The effects of the use of information technology on the efficiency of the
internal audit can be clarified through: documenting the time of audit
procedures, the impact of some internal audit features that exist with
manual audit, the possibility of some workers manipulating data from other
sites without being detected, and specifications and characteristics of a
computer, which can be relevant Impact of auditors on the nature and ease
of work (Al Refaee and Siam, 2013).

This study achieves a new addition in the field of information
technology and its impact on the quality of internal audit, which can be

PYYYI9Y (o3lear 21280 5,5-Y (S alaz —(¥ ) 3uall aualll ) Olaglal! teglyizs o) 3¥19 s8N pglad _]Lqmj[ PAEN



i The Effect of Information Technology on Internal Auditing... Abd AlRazag Altal }

considered a reference for internal audit managers and audit committees in
Jordanian commercial banks.

Reliahility and
Validity of
Reports

Evaluating of
Controls

Compliance of
Established Protection of

Polices & Assets
Proceadures

Figure 2: Internal Audit Functions

The internal audit functions within information technology environment
based on functions mentioned on Figure 1 and Figure 2, the internal audit
functions focusing on information technology applications, software,
operating systems, data management and storage, and networks and
telecommunications beside general controls upon information technology.

Research Problem

The problem of the study is to try to answer the following question:
What is the impact of information technologies on the quality of internal
auditing (planning, analytical procedures, auditing performance quality) in
Jordanian commercial banks?

The following questions arise from this question:

1. What is the impact of information technology on internal audit planning in
Jordanian commercial banks?

2. What is the impact of information technology on the analytical procedures
of internal auditing in Jordanian commercial banks?

3. What is the impact of information technology on the quality of internal
audit performance in Jordanian commercial banks
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Methodology:

The study relied on the descriptive and inferential approach, in order to
identify the impact of the use of information technology on the quality of
internal auditing in Jordanian commercial banks. It is also based on the
facts associated with it, as This method encompasses data analysis,
measurement, and interpretation, as well as accurate description of the
phenomena or issue and its outcomes, as well as solutions and
recommendations to solve it. It is not confined to the act of describing the
phenomenon.

The study population included all employees of the internal audit
department in Jordanian commercial banks within the public
administration in the capital, Amman, which numbered (13) commercial
banks (11 banks only cooperated). One of the reasons that prompted the
researcher to choose commercial banks as one of the most important
economic sectors in developing countries, and as per association of banks
in Jordan, the banking sector in Jordan is one of the main sectors, which
contribute significantly to supporting the national economy, as the total
assets of banks operating in Jordan increased at the end of (2018) by (
2.1%) of its value at the end of (2017) to reach (46.40) billion dinars,
which is distributed by (35.4) billion dinars for Jordanian commercial
banks, or (76.3%) of the total assets of banks in Jordan, and (7.7) billion
dinars for banks Islamic banks at a rate of (16.6%) of the total assets and
(3.4) billion dinars for foreign commercial banks, at a rate of (7.3%) of the
total assets.

(220) questionnaires were distributed to them to ensure the greatest
representation of the study community, and (183) questionnaires were
retrieved (83%), and (16) questionnaires were excluded due to the
incomplete response of the respondents to them, where the questionnaires
subject to analysis amounted to (167) questionnaires (76%).
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Results, Conclusions and Recommendations:

Table 1: Names of the banks that cooperated, preparing employees in the Internal Audit
Department, preparing and percentages of distributed and retrieved questionnaires that are valid
for the purposes of statistical analysis

No. Bank Number of Internal Distributed Retrieved Subjected
Audit Employees | Count % Count % | Count | %
V' |Al-Ahli Bank e e 7% VY 6% | 13 | 6%
Y |Jordan Bank Yo 20 9% ‘4 9% | 18 | 8%
Y |JAmman Cairo Bank Y 28 13% 24 11%| ‘4 9%
¢ |Housing Bank Yo 34 | 15% 26 [12%] 21 |10%
° ordan Kuwaiti Bank Yo 24 | 11% 21 |10%]| A | 8%
1 |Commercial Jordan Bank R R 9% 14 6% | VW | 6%
v |AJIB Vo Vo 7% V¢ 6% | V¢ | 6%
A |ABC Bank Yo Yo 7% ) 5% | Y+ | 5%
q [ordan Investment and Finance \o \o \y -
Bank 7% 6% 6%
V+ [SGBJ \o \o 7% V¢ 6% | ‘¢ | 6%
V) |Capital Bank Y. 19 9% Vo 7% | V¢ | 6%
Total Yvye Yoo | V206|183 [83%] Y1V |76%

Table 2: Dimensions of the independent variable: the use of information technology

Computer Software Operating LI NEHTI, gnd_ Internet : System
- management | telecommunicatio integration
hardware | applications systems Networks .
and storage ns services

Para- | Corre-| Para- | Corre-| Para- | Corre-| Para- [Corre-| Para- | Corre- | Para- [Corre-|Para-|Corre-
graph/| lation |Graph| lation |graph| lation [Graph| lation | Graph | lation | Graph | lation |graph| lation
Al Y o wAYef 4 SUEVE VY | ,AVe VY +,YvAa Y) e Yo [4,140

Y WYEY 1 A Ve |e,Yo ] YE e, VAT YA v,Aeo Yy oVae Y [a,vel
AN P A \4 GACEL VY e, YEY] Yo |, vE V4 VA YY e,ALE[ YY [, VAY
SNV A [,oYY VY [a,VEY] YT [e, ey A\ LYEY Y& |,AYE[ YA |,VVo

Sig. a =0.01

Table (2) indicates the coefficients for distinguishing items using
information technology ranged between (0.523-0.854) and it is a function
at the level of significance (a0 = 0.01), which items have excellent
distinction as being higher than (0.25), and thus this dimension is
considered true for what was set to be measured.
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Table 3: Dimensions of the dependent variable: internal audit quality
Planning phase Analytical procedures phase Auditing performance quality phase
Para-Graph Cgtrilcﬂ Para- Graph Correlation Para- Graph{Correlation
Y4 Y. [ RV £y Y.
¥ VYY vV LYYA £y YA
vy 08V YA YEY £ 149
vy RN ¥4 oY ‘o BT
vy ., orY £ 0V £ +,£44
e . ,oFY ) N 1Y A
Yo GYEA
Sig. 0. =0.01

Table 3 indicates the coefficients for distinguishing the internal audit
quality items ranged between (0.498 -0.760) and are significant at a
significant level (a = 0.01), which are items that have excellent distinction
as being higher than (0.25), and thus this dimension is considered true for
what was set to be measured.

The result of the Cronbach Alpha coefficient for the final sample ranged
between (69.4%-78.8%), so the study tool can be described as stable, and
that the data obtained through it is suitable for measuring variables, and is
subject to a high degree of reliability. Also, Skewness values, which
indicate that if the values of the skewness parameter are <1, it means that
the data is dispersed normally (Hair et.al.2011).

Table 4: Matrix of correlation coefficients (Pearson) between independent variables|
Data
Software . System
. Computer .. |Operating Imanagem [Networks and Internet [/ .
Variable application - integration
hardware systems |entand [telecommunications [Networks :
S services
storage
Computer -
hardware '
Software Gy Ve
applications
Operating e eV Ve
systems
Data
management and ,Eve Ve e AP
storage
Networks and
telecommunicatio EV S EEN €Y EV. Voo
ns
Internet (,£aY Gegol evy] vy .04 Vo
Networks
System
integration +,00. 00 €94 +,004 LFEAS + Voo
services
Sig. « =0.01
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The values of the correlation coefficient between the other independent
variables were <1, and this implies that the phenomenon of strong multiple
linear correlation between the independent variables is absent from the
sample since their values were less than (80%) (Dodge, 2010).

Table 5: Results of testing the effect of the use of information technology in its dimensions on the
quality of the internal auditing in Jordanian commercial banks
Model -
fficien
Dependent [Summery O coefficients
VENTES R R? F el Df [Independent Variables Std. Beta [T T Sig
Error
Computer hardware [+, + €9 [ +,YYE [£,170 [v, 00
Software applications [+, + Y1 [+, ¥e) |0, EVA [o, v o
*

Operating systems Yo VAT Y, 00A 1
Data management and| . R .

Inter_nal A Vv ry /Y |storage SR A A I

Audit DAtE A vee® Ve INetworks - and) e | qq |y Yos |4, Y0

Qua“ty q telecommunications
Internet Vv R R AR e
Networks ' - - '
System xg
integration GeTE LYo YR T
services '

* o<, 0

F Scheduled = (2.01) | T Scheduled = (Y,3%)

Table 5 indicates that there is a statistically significant effect of the use
of information technology on the quality of internal auditing, through the
value of F = (73.339), which is greater than its tabular value (2.01) and
significant at the level of significance (0<0.05), which also represents the
significance of this model at the degree of Freedom (7/159) and the value
of R? of (0.764) indicates that the use of information technology in its
dimensions has explained (76.4%) of the change in the quality of internal
auditing in Jordanian commercial banks. The correlation coefficient
reached R = (87.4%), which indicates a strong Information technology
utilization and the effectiveness of internal audits quality in Jordanian
commercial banks.

This effect is due to several reasons, the most important of which is the
use of information technology in the application of quality control
procedures to increase confidence in the audit profession in the information
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technology environment, and to improve the process of documenting work
papers by following certain documentation policies and the use and
application of information technology in documenting banking business,
and improving relationships with customers. By showing more accuracy
and attention during work, and using information technology to
communicate with customers, it provides a fertile ground for attracting
new customers, increasing its market share under competition conditions,
imposing advertising restrictions and the development of information
technology.

Table 5: Results of testing the effect of the use of information technology in its dimensions in the planning
phase of the internal auditing in Jordanian commercial banks
e ANOVA Coefficient
Dependent U
: F Independent Std. T
2
Ve 2 B B 3 Sig B Variables Error e U Sig
Computer hardware | + 3T €3 ] VATV | w00k
Software applications | +,+ €3 [ «YIA ] €YYV | o 00
Operating systems GUEA] S AY [ TN e
' A Data management and ceoo| o | coare| ey
Plakr]mlng ;“’o RECZY RS20 B IRV storage
phase Networks and ot | oo | ooy ovve
telecommunications
Internet Networks AN R DS B
System integration | | .if | voq | oovy | v.ix
services
*0se,00
F Scheduled = (2.01) [T Scheduled = (Y,%%)

The table indicates that there is a statistically significant impact of the
use of information technology in the planning stage of the internal audit,
through the value of F = (52.371), which is greater than its tabular value
(2.01) and significant at the level of significance (0<0.05), which also
represents the significance of this model when Degree of freedom (7/159)
and the value of R? of (0.679) indicates that the use of information
technology in its dimensions has explained (67.9%) of the change in the
internal audit’s planning stage in Jordanian commercial banks. The
correlation coefficient reached R = (83.5%), which indicates a strong
relationship between the use of information technology and the planning
stage of the internal audit in Jordanian commercial banks.

This is probably due to the role played by the auditor through reviewing
information systems to obtain adequacy, credibility and compatibility to

A
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achieve audit objectives, and thus planning for the audit mission by
confirming confidence, taking into account the extent of congruence
between planning and standards for achieving audit quality. , This result
agrees with (Mazza et. al., 2014).

Table 6: Results of testing the effect of the use of information technology in its dimensions in the
analytical procedures phase of the internal auditing in Jordanian commercial banks
Model Summery ANOVA Coefficient
Dependent 2 F Independent Std. T
: R R F . Df . Beta T .
Variable Sig Variables Error Sig

Computer | "ol vy | x| sy

hardware
SOﬂware e 84 -R ¥ AVY ek

applications

Operating g GEYS 1,807 v, aex

Analytic systems

al EAA|* Data
procedu | «,AYT| +,TAY A yoq/v [ management [ e+ e0f o013 VNN YRS
res e and storage
phase Networks and
telecommunicat| +,:£° FERY SIYY [ eAd0
ions

Internet LY I P NETTY PPN

Networks

System
integration ety e Ed GYEY ] e g0d

services

* o<, 0
F Scheduled = (2.01) [T Scheduled = (Y,%%)

The table 7 indicates that there is a statistically significant impact of the
use of information technology in the analytical procedures for internal
auditing, through the value of F = (48.688), which is greater than its tabular
value (2.01) and significant at the level of significance (0<0.05), which
also represents the significance of this model when Degree of freedom
(7/159) and the value of R? of (0.682) indicates that the use of information
technology in its dimensions has explained (68.2%) of the change in the
internal auditing’s analytical procedures in Jordanian commercial banks.
The correlation coefficient reached R = (82.6%), which indicates a strong
relationship between the use of information technology and the analytical
procedures for internal auditing in Jordanian commercial banks.
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This is probably due to the accuracy of predicting the results from the
application of the analytical review, or a good assessment of the inherent
risks and control risks, or because the auditor is well aware of the nature of

the client’s work and the circumstances surrounding it.

The significance of control to lower risks that hinder the facility's goals
from being met and that further contribute to ensuring management

directives are followed (Pistina and Mjaku, 2019)

Table 8: Results of testing the effect of the use of information technology in its dimensions in the
analytical procedures phase of the internal auditing in Jordanian commercial banks
Model -
Depende| _ Summery ANOVA Coefficient
nt 2 F Independent Std. T
Variable a 5 ; Sig by Variables Error B3 U Sig
Computer eow | owere | ouaval] 4 gaa
hardware
Software ooy | ooy [ onea] e
applications
Operating | eq | ywy | vy | e
systems
Auditing Data VY, 44
perform management [+, £Y 1) v ek
ance AV GACE|RYLEV G ek VoY) and storage
quality Networks and
phase telecommunic| V¢ YT | e,08) [ v,k
ations
Internet v, Yo oYY +,000 +,OAY
Networks
System
integration SEACHN ISCPER VA IS PARY IR A
services
* o<, 0
F Scheduled = (2.01) [T Scheduled = (Y,4%)

The table indicates that there is a statistically significant impact of the
use of information technology on the quality of the performance of internal
audit work, through the value of F = (93.470), which is greater than its
tabular value (2.01) and significant at the level of significance (0<0.05),

which also represents the significance of this model. At the degree of
<
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freedom (7/159), the value of R? of (0.804) indicates that the use of
information technology in its dimensions has explained (80.4%) of the
change in the internal audit’s quality of the performance in Jordanian
commercial banks. The correlation coefficient reached R = (89.7%), which
indicates a strong relationship between the use of information technology
and the quality of performance of internal audit work in Jordanian
commercial banks.

This is probably due to the presence of skills represented in the
technical training of the human element, the availability of auxiliary
technical departments, the availability of electronic networks, and perhaps
due to the availability of good accounting systems.

(Ismail, 2015) also found that information systems have an impact on
internal audit quality in Jordanian organizations’ ERP environment.
Moreover, according to Alawagleh (2021), internal control and employee
performance are positively correlated, and the accounting information
system is a key factor in both internal control and employee performance.

In light of the results of the study that was reached, the researcher
recommends decision-makers to provide computers whose specifications
are commensurate with the nature of the work, and this recommendation
came based on the paragraph that reads “The specifications of the devices
used in the bank are commensurate with the nature of the work™ in the
dimension of computer equipment, which has the lowest arithmetic
average, which amounted to (3.77%). Also, provide special programs for
managing internal audit work, as this recommendation came based on the
paragraph “The internal audit work is managed using special programs for
this purpose” in the software and applications dimension, which has the
lowest arithmetic average, which amounted to (3.76%). In addition, paying
attention to information security and protection by continuing to update
and apply security controls to operating systems operating in the bank™ in
the operating systems dimension, as this recommendation came based on
the paragraph “follow-up to update and apply security controls to operating
systems operating in the bank to maintain information security and
protection And it obtained the lowest arithmetic average, which amounted
to (3.82%) and establishing an internal information network linking all the
different units and sections Intranet with an interest in monitoring their
performance on an ongoing basis, as this recommendation came based on
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the paragraph “The bank is linked to an internal information network
between all the different units and sections Intranet whose performance is
continuously monitored” in the dimension of networks and
communications, And it obtained the lowest arithmetic average, which
amounted to (3.72%).

In addition, the study emphasize the recommendation of (Weshah,
2021) and recommend educational institutions to employ faculty members
who have the capabilities to teach and use information systems in the
practical fields of accounting or auditing to provide practical fields with
accountants and auditors have and ready to deal with information systems.

As well, providing information technology-related infrastructure, such
as modern applications and programs that keep pace with technical
progress to maintain the security and confidentiality of banking
information, and the establishment of an internal banking information
network for the use of the Internal Audit Department to ensure the
availability of information and reporting easily and completely
confidentially, and to enhance the technical and technical skills related to
banking for the employees of the Internal Audit Department Through
specialized training programs, and the use of information technology to
enable a good assessment of control risks and increase market share.

Limitations:

The study was limited to measuring the impact of the information
technology in its dimensions on the quality of internal audit. The study
recommends the necessity of conducting future studies related to the
advantages, disadvantages and obstacles of using information technology
in commercial banks. (Future prospects for research: Obstacles to the use
of information technology in Jordanian commercial banks, the use of
information technology between advantages and disadvantages, and the
extent to which information technology is used by Jordanian commercial
banks).
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1- Introduction:

Strategic vigilance is considered as informational activity needed for a
comprehensive knowledge of what is and what can happen in the business
environment, to anticipant potential risks and threats to take the initiative to benefit
from the available opportunities. Information provided by strategic vigilance can be
used to support innovation performance & innovative ideas for problems solving.
This research aims at addressing strategic vigilance and innovation performance in
the Jordanian banking sector to keep abreast with the changing business
environment. Strategic vigilance arises as an important practice since it allows
Businesses to capture information from the organizational environment, which has

been affected by the sustainability revolution (Salguero, 2019).

Mahmoud & Mahdi, 2019) argument that importance of having a strategic
vigilance a mechanism for monitoring, importance of strategic vigilance stems from
ensuring survival and ability to complete in a rapidly changing and complex business
environment. The strategic vigilance means that business environment, analyzing
and using data and information to make strategic decisions, while, (Omran, &
Abuongem, 2019) identify vigilance as an activity performed by the organizations to
collect and analyze data about the external environment to provide great amounts of
information needed to enable the organizations to exploit wisdom and new
opportunities & competences to avoid possible threats and to survive (Vuletic,
2017). As stated by (Elia, Taylor, GaIIach,oir, Rogan, 2020), vigilance is the inquiry
about technological innovations, monitoring the market strategy, investigating and
finding out the new demands and desires of customers, and monitoring the

environment.

This research highlight the strategic vigilance and its role of innovation

performance at the Jordanian banking sector. Therefore, strategic vigilance has
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become necessary for providing information to the employees about various
elements of the organization’s work environment, including competitors, customers
and technology. It's important for any organization since it provides information
helping is confronting competitors in a better manner strategic vigilance plays the

key role, especially in strategic continuity and survival, (Neboueh, 2019).
2- Research Problem and Questions:

Research problem stems from identifying the gap in previous studies conducted
regarding the importance of strategic vigilance and innovation performance as a new
business domain vital to any modern, organization seeks to keep pace with the
market developments and the changing business environment to exploit
opportunities and avoid potential threats. In this regard, strategic vigilance plays an
active role in providing the necessary information in many aspects. Industry
organizations expression many environmental pressures and increased
competitiveness in the context of globalization and the knowledge-based economy

based mainly on information.

The literature regarding the topic of this research is not entirely clear, since few
studies have been conducted regarding performance of the Jordanian banking sector.
Does the banking sector have the ability to adopt the concept of improving
performance innovation according to strategic vigilance? Is there a role of strategic

vigilance in the performance of innovation in the Jordanian banking sector?

3- Objectives of the Research:

This present research aims to shed the light on strategic vigilance represented in
environmental, technological, competitive and marketing vigilance, to clarify its

impact and contribution to innovation performance, which may play an effective

role in providing useful information for survival and development of the Jordanian
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banking sector. Based on the gap in the previous research, this current research aims
mainly to show the role of strategic vigilance dimension s in innovation
performance, which will reflects on the following sub-goals: the role of strategic
vigilance in investigating the Jordanian banking sector. What is the effect of strategic
vigilance on the Bank's innovation performance? The role of strategic vigilance in
innovation performance in the Jordanian banking sector. To shed the light on the
importance of the role of strategic vigilance in the innovation performance of the
banks to survive and grow, and to compete effectively through the information
provided by strategic vigilance about innovation performance.

4- Significance of the Research:

Significance of the research stems from typing to make the Jordanian banking
sector more ready to face the challenges and the rapid changes in the business
environment to keep pace with the various developments in the sector, paying more
attention to early warning signals from the internal and external environment, with
the focus on the strategic vigilance system as a preventive system in supporting
innovative performance. Highlight the importance of the system of strategic
vigilance of the decisions and innovation performance of the bank through the

information provided by the system of vigilance about the environment.

5- Conceptual Model and Hypotheses Development:

Strategic vigilance plays on active role in providing the necessary information

about many aspects.

Referring to the previous scientific literature, the search scale and graph plan
were built, which included independent variable (strategic vigilance) which includes
(environmental, technological, competitive and marketing vigilance), while

(innovation performance) as dependent variable.
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Model of the Study:

The following hypotheses were formulated:

HO1: There is no significant effect with statistical significance at significance
level (01<0.05) of strategic vigilance on innovation performance of the

Jordanian banking sector.

From main hypotheses emerges the following sub-hypotheses.

Ho1-1: There is no significant effect at significance level (0<0.05) of environmental

vigilance on innovation performance in the Jordanian banking sector.

Ho1-2: There is no significant effect at significance level (01<0.05) of technological

vigilance on innovation performance in the Jordanian banking sector.

Ho1-3: There is no significant effect at significance level (0<0.05) of competitive

vigilance on innovation performance in the Jordanian banking sector.

Ho1-4: There is no significant effect at significance level (0<0.05) of marketing

vigilance on innovation performance in the Jordanian banking sector.

6- Literature Review and Theoretical Background:

®Strategic Vigilance:

Strategic vigilance is a systematic approach to react to cues and signals coming
from the organization’s environment, which may influence the strategic choices and
the identification of the future directions (Al-Tal & Emeagwali, 2019). Moreover,
strategic vigilance allows identifying the possibilities for changing the available
opportunities to perform the first stage of the strategic planning stages, which is the
analysis of the environmental developments, it can be noted that the first stage is the

most needed for strategic information (Pelletier, & Frongillo, 201 1).
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Furthermore, Allawi (2016) states that strategic information an activity related to
the research, processing and dissemination of information with the view to its
exploitation by the organization. Strategic vigilance depends on the ability and
efficiency of the organization to react to the rapid environment changes (Aitelhadi,
2005). Lesca and Caron-Fasan, (2006), one of the researchers who were interested in
strategic vigilance sees that it is the concept of forward looking, listening and reacting
to external economic environment, selecting and dissemination of information, (Issa
& Obakhti, 2019). Therefore, some of the previous studies have indicated that
vigilance cares and focuses on searching for information the organization needs,
while other studies have indicated that vigilance is technical in nature, because of the

conflict between organizations is linked with innovation and creativity.

Cartier (2016) defines strategic vigilance as the activities and information that
enable the organization to survive and to be aware of all developments and events
taking place in business sector. Moreover, Rene (2007) considers strategic vigilance
is the follow-up of the business environment and then dissemination of strategic
information that has been analyzed, selected and processed for targeted information
to make the strategic decisions in the organization. Humbert, and Simonneau, (2010)
defines strategic vigilance as the continuous collective action through a group of
individuals that collects and uses information voluntarily and actively in line with
possible changes in the external environment in order to create business
opportunities and reduce the risk of uncertainty. While (Al-Maliki, 2016) defines it as
the procedures used by the organization to reach the goals and objective set by the
organization to be informed and continue to collect information to keep in touch
with all environment changes in the external environment by collecting and
analyzing the obtained information to protect the organization from the potential

risks could cause discontinuity (Musigire, Ntayi, & Ahiauzu, 2017).
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What makes vigilance a strategic dimension is that it focuses on important and
regular way to listen and reacts to events coming from the organization’s
environment, which may affect the strategic choices in determining the future goals
of the organization and its strategic objectives. Also, strategic vigilance can be
defined as the possibilities of changing the existing opportunities, after dealing with
the information received and the required procedures (Ben Ali, 2017). Therefore, it is
a system which depends on information open to the outside with the main objective
continuity and listening to the signals from the environment to organize the work,

and update something in the organization (Amira, Mohat, 2013).

The strategic vigilance is a special system of the organization for research and
investigation for the purpose of monitoring, collecting and analyzing information to
take advantage of strength, seize opportunities, and to overcome weaknesses and
threats in the internal environment of the organization. Al-Shawabkeh (2018) states
that strategic vigilance with its dimensions have significant effect on decision
making, as for Hanan’s study (2018). Its aim was to shed the light on the strategic
value of the information resources, administrative methods and the necessity for
adopting its ideas and harnessing the human competencies necessary for
undertaking the tasks of strategic vigilance. Omran & Abuongem (2019) have
identified the basics of strategic vigilance, its components and methods to show
importance of adopting and interacting with the environment in order to apply the

concept of strategic vigilance.

®Importance of Strategic Vigilance:

Strategic vigilance is considered as the strategic process that the organization
cannot work without it, since it provides it with valuable information for better

facing the competition in the business environment, including the threats and
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opportunities. Strategic vigilance is considered as a strategic process that the
organization cannot neglect, since it is a very important source of information to the
organization to place it in a good position to better compete in a changeable business
environment, since it deals with all aspects of the environmental aspects from threats

to opportunities to achieve survival and continuity (Fayrouz, and Al Zahraa, 2015).

Strategic vigilance plays the key role to achieve survival and make better
decisions by observing and analyzing the organization’s environment and its effects
to exploit opportunities and to mitigate or avoid the risks and threats, its main focus

is on strategic information. Its importance can be summarized as follows:

-Strategic vigilance allows the organization to achieve financial savings and benefits,
since the collected information plays positive role through improving the
technical characteristics of the provided services, quality of the services to reduce

the costs.
-Increasing the effect of synergy on the institution.
-Acquiring a wealth of knowledge and options.

-Ensures a good response to the needs of customers, strategic Vigilance is considered
as a tool for reorienting the organization’s strategy in a way that aligns with the
requirement for developing the strategy to raise the innovation capacity of the

organization said, Karima, & Zohra, (2021); Krume, (2013).
* Dimensions of Strategic Vigilance:

The types of strategic vigilance according to their purpose, and some other
researchers found that it is not possible to limit the types or dimensions of strategic
vigilance to specific types Bulinge (2002). It takes a focus on competitive processes,
so they agreed that strategic vigilance has multiple goals dimensions important

aspects and the agreed types of strategjc vigilance are: environmental vigilance,
B
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competitive vigilance, marketing vigilance and technological vigilance. In this current
study, we will consider these elements to the agreement of most researchers, it
obtained indicate the respondents’ perception of both strategic vigilance with its
dimensions (competitive vigilance and technological vigilance, commercial vigilance
and environmental vigilance) and electronic management in the researched

company, such as (Karima, & Zohra, 2021; and Grine, 2010).
That there are four dimensions are following:
®Technological Vigilance:

Technological vigilance is one of the basic elements included in the strategic
vigilance system. The processing information in the scientific, technical and
technological environment, then the organization determines the appropriate
decision for treatment in order to follow up on developments that can affect its
future, (Kadrii, 2017). Therefore, organizations must monitor this change regularly
and continuously in order to adapt to it in the future, (Fadhiela, & Dawood, (2018).
As defined by others, technological vigilance is an organized effort by an
organization to monitor, analyze and disseminate accurate information about certain
events in economic, technological business information because they can contain
opportunities. Technological change creates both possibilities and threats that must

rethink their technology strategies (Jakobiak, 2012).

®Competitive Vigilance:

It is a detection process the pressures and the opportunities, For the sake of
getting information and knowledge and to help towards the decision making and to
improve the competitiveness of the initiative (Chafik, 2007). The organization

identifies its current and potential competitors, all their policies, and is concerned
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with the environment in which the competing organization develops. This direction
of the business and to identify the most threatening competitors. It monitors
competitors' strategy, pricing policy and financial results (Khalifa Ahmed, 2015).
Michael Porter is credited with developing the competitive advantage. The scope of
competition has expanded beyond existing competitors within the industry and

includes potential competitors and producers and suppliers of alternative products,

(Nour El Abidine, 2012).

Complementary, to organize research and development efforts and all
relationships with products, markets, suppliers, and new technology, (Daoud and
Abbas, 2018). Moreover, it is called the competitive survey, through which strengths
and weaknesses are determined, (Allawi, 2016). It should be noted that competitive
vigilance focuses on existing competitors as well as on new entrants (Hammoudi, et

al., 2019).

®Marketing Vigilance:

Marketing or commercial vigilance is concerned with markets, customers, and
suppliers. It is related to keeping pace with the different needs and requirements of
customers in the long run. It is concerned with rapid changes or events in the
markets by monitoring information that can affect the commercial market on the life
of the organization, current customers, their explicit and implicit needs and
expectations, and commercial relations. Between its suppliers and commercial
developments, (Vuletic, 2017). The organization is also interested in everything
related to commercial relations, activities and marketing methods, as it focuses its
attention on markets, customers and suppliers, and is also concerned with the
challenges that the organization may face (Domas, 2008). Good vigilance is the basis
for good marketing decisions through the use of the evidence generated by vigilance,

and is important in influencing the strategies of marketing management (Lewis &
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Chambers, 2000). It appears between the market and its growth rate, and thus it can
monitor its strengths and weaknesses in dealings with the market. In order to

improve its performance and competitiveness (Ben Khadija, 2015).

®Environmental Vigilance:

The application of environmental vigilance is a test task for organizations, and as
it relates to broad aspects of the environment, the organization must handle
information with great care in terms of its analysis, processing and distribution to
decision makers and the vigilance process (Chmura, Wey, & Blumstein, 2016).
Daoud and Abbas, (2018) which is clear as a comprehensive vigil to screen all
progresses that may move the activities to the organization, as well as to follow up all
relevant environmental events and changes. It is concerned with the components of
the general external environment in directly related to the organization (El-Abidine,
2012). It's also known as comprehensive vigilance, according to the nature of the
organization, and it includes the rest of the types of vigilance without the
aforementioned ones, in the external environment of the organization at the
economic, political, social and legal levels that distinguish the organization from the
rest of its competitors, then this information is processed and published or sent to
decision-makers (Cartier, 2016). Environmental vigilance can be defined as
monitoring following up and the organization to developments affecting its activity
and related to the organization's external and internal environment. Such as
legislative, financial, geopolitical vigilance, ecology vigilance, and cultural vigilance

(Abed & Alloti, 2017).
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®Innovation Performance:

The concept of innovation is an approach that works to find new solutions to the
challenges faced by organizations and institutions as well as workers, or as it is
known as a creative work seeking on more developments and achievements, either
by chance or planned. There are also multiple definitions of innovation by scientists
and researchers, and their trends, where innovation has been defined according to
many considerations. Simpson defined innovation as what a person does with new
knowledge to get rid of the ordinary thinking system, applying a new system and
knowledge in thinking, and search for intelligent people who have minds, knowledge
and experience who are highly knowledgeable in the fields of research,
development, trends, invention, and discovery. The results showed the dark side
negatively moderated the relationship between network embeddedness and the

innovation performance of SMEs (Tian, Dogbe, Bamfo, Pomegbe, & Borah, 2021).

This negative effect is, however, reduced bylt can be reached is the production of
new knowledge during a certain period as a result of the interaction of the individual
with the knowledge and experience he possesses, and through his thinking in new
ways to produce new ways and methods far from the usual to achieve individual and
community satisfaction and generalizability (Chesbrough ¢ 2003). Innovation was
defined by (Al-Derini, 2009), the concept of innovation to start from the idea, and
then apply it to move into production and practice. Innovation is a transformation

that outperforms previous practice (Elia, & Urbinati, 2020).

As for innovation performance, it is the main part in the areas of business
performance, and the organization of innovation management charters based on
strategy to use and know the impact of choosing innovation costs, and approving the
process of realizing employment with performance objectives (Bouras, 2014). Most

of the researchers concerned with innovation performance seeking to access
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opportunities in order to create value. As for organizations, these actions express the
behaviors of the innovation performance of those organizations with the importance
of new services and the approach to contributing to their success (Al-Sakarna, 2009).
Measuring the performance of innovation as the main business processes of an
organization, in the modern era, innovation is identified as a process rather than a

strategy based on hope (Expésito and Juan, 2018).

However, scholars have shown that the importance of innovation performance
is a broader concept and is concerned with measuring various aspects of an
organization, including innovation strategy (Crosan and Abyden, 2010). A Scale was
also used to develop a five-item innovation performance scale Walumbwa, and
Myers (2012), such as services, production, and finances. Measuring performance
can support the idea of suggestively enhanced innovation when it is done right,
(Saunila, 2017). Additionally, innovation performance should provide a
multidimensional picture of anxiety (Dewangan and Godse, 2014). The
organizations can rely on the sharing and use of external information within the
organization through external activities to exploit the discoveries of new ideas and to
control relationships with external stakeholders for acceptance, technical activity,
and market information (Al-Abadi, 2015). The identification of innovation
performance events through the ability of the organization's employees to produce
new or advanced products. Problems can also be categorized in the innovation
performance system, and tools can be requested or developed and implemented to

mitigate problems and thus achieve goals (Ferreira and Coelho, 2020).

Wenhao, Xifang, and Hongyan (2019) explore that the relationships between
reactive orientation and innovation performance based on resource-based theory

and provide workers with a better understanding of the approach to achieve
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innovation performance by adopting reactive orientation. Enthusiasm Ahmed,
Musawah (2019), stapes that the level of innovative performance is the desired goal
for their success, development, growth and survival in the work environment. Shaher
and Ali (2020), Al-Tal and Emigwali (2019), that knowledge-based human resource
management practices for small enterprises, intellectual capital, and innovation
products and processes have a positive impact on the presence of innovation

performance.
7-Research Methodology:

This study relied on the descriptive and analytical approach, in order to describe
the phenomenon under study, which is to describe the impact of strategic vigilance
(environmental vigilance, technological vigilance, competitive vigilance, marketing
vigilance) on innovation performance. The researcher relied on the strategy of
collecting data from secondary sources, by referring to books, articles, periodicals,

reports and research.

The researcher applied the questionnaire to collect the primary research data, and
collected data from the study sample through the use of this tool, and then analyzed
the data using the (Smart-PLS) program. Through its use of appropriate statistical
measures; To present the results of the descriptive statistics of the research, inference
to test the hypotheses, and finally the results of the extracted study were discussed

and appropriate recommendations were made.

8-Methodology:
a.Study Measures

To achieve the study aims, the researchers examined the relationships among the
independent and dependent study variables by using Structural Equation Modeling
(SEM) through the Smart-PLS program V.3. Before examining the relationships

among the variables, the researcher developed a questionnaire through a
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comprehensive review of the literature on the subject of the study and adapted the
adopted measures in the previous studies of this study. After developing the
measure, the questionnaire was presented to a group of arbitrators working in
Jordanian universities, and then the questionnaire was translated into Arabic for
distribution to the study sample. The questionnaire items were developed using a
five-point Likert scale; the lowest value represents strong disagreement (1), and the
highest value represents strong agreement (5). There are several approaches for
determining the sample size of quantitative data (Kotrlik and Higgins, 2001). One of
the approaches based on (Sekaran and Bougie, 2013).

b.The Study Population and Sample:

In this study, the quantitative approach was used to study the relationships
among the different study variables because the quantitative approach is considered
one of the most appropriate approaches for this study. This approach allows
hypothesis testing to find out the causality among variables Gaskin, (2013). Simple
random sampling was used in the distribution process of the study tool (the
questionnaire) to represent the population in a correct and appropriate manner and

to reach accurate results that can be generalized to the study population.

Study population included individuals working in senior and middle
management, including (department manager, department head, assistant general
manager, and general manager) of the employees working in the Jordanian banking
sector, which are (13) banks. (400) Questionnaires were distributed electronically
with an average of (31) questionnaires in each bank, the number of retrieved
questionnaires reached (315), of which (310) were valid for statistical analysis, after
the exclusion of (5) questionnaires due to their irrelevance, (Sekaran and Bougie,

2013).
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Table (1). The demographic characteristics of the study sample

Demographic characteristics (Category No. %

Gender Males 201 64.8%
Females 109 35.2%

Academic qualification Diploma 45 14.5%
Bachelor's degree 202 65.1%
Postgraduate degree |64 20.6%

Age 30 Years or less 112 36.1%
31-50 Years 137 44.2%
51 Years and above |61 19.7%

Total 310 100%

9-Data Analysis and Results:

To achieve the study aims, Partial Least Squares (PLS) technique was used. This
statistical technique provides greater flexibility than traditional parameters
estimation methods and does not require a large sample size or normal distribution
of data. In the case of using SEM-PLS, it must be ensured that: (1) The Measurement
Model, (2) Test the relationships and hypotheses among the study variables (Hair et
al., 2014).

a.Descriptive statistics

The descriptive statistics values were calculated for the study variables, as the
values of the arithmetic means and standard deviations of the main study variables
were calculated. Table (Y) summarizes the results of the descriptive statistics, where

the results of the descriptive statistics were as follows:

The mean of the Environmental vigilance variable was (4.08) with a standard
deviation (0.638) and the mean of the Technological vigilance was (3.24) with a
standard deviation (0.751), and the Competitive vigilance variable had its mean
(4.17) with a standard deviation (0.666), and the Marketing vigilance was the
highest In terms of the means, the mean of this variable was (4.22) with a standard
deviation (0.578), and finally, the mean of the variable Innovation performance was

(3.90) with a standard deviation (0.649). As for the normal distribution of the study
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variables, all values of skewness and kurtosis were statistically acceptable, and this

means that the variables are normally distributed.

Table (2). Descriptive statistics of study variables

\Variable Mean |standard deviations |Skewness Kurtosis
Environmental vigilance 4.08 0.638 -0.742 1.53
Technological vigilance [3.24 |0.751 -0.223 -0.192
Competitive vigilance  [4.17 |0.666 -0.115 1.89
Marketing vigilance 4.22 (0.578 -0.998 2.53
Innovation performance [3.90 |0.649 -0.456 1.01

b.The Measurement Model:

In the case of using SEM-PLS, the measurement model can be confirmed through
convergent validity and discriminant validity. The values of the factor loadings and
average variance extracted (AVE) have been calculated because the factor loadings
for each item must exceed 0.60 and the low values of factor loadings should be
omitted. The AVE must exceed a threshold of 0.50 as recommended by (Hair et al,,
2014; Hair et al,, 2019). The values of the Cronbach alpha and composite reliability
coefficient were calculated to ensure the internal consistency of the questionnaire
items because the acceptable limit is 0.60 for each of these factors. Table (2)
summarizes the values of Factor loadings coefficients, average variance extracted,
composite reliability, and Cronbach alpha so that all the values were statistically
acceptable. (EV2), (TV3), (MV1) and (IP1) were excluded because its factor loading

was less than 0.70. The results in Table (3) show that convergent validity is
achieved in this study.

Table (3). Convergent validity and reliability of study variables
\Variable Item |Factor loadings|AVE [Composite reliability |[Cronbach alpha
Environmental EV1 (0.729
vigilance EV2 | 0.596 |0.855 0.774
EV3 [0.821
EV4 (0.774
EV5 [0.762
Technological TV1 |0.818 0.601 (0.818 0.664
vigilance TV2 |0.823
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TV3 [0.676
Competitive CV1l [0.821 0.620 |0.830 0.693
vigilance CV2 [0.806

CVv3 [0.733
Marketing MV1 |- 0.532 |0.819 0.710
vigilance MV2 |0.666

MV3 |0.672

MV4 (0.816

MV5 [0.753
Innovation IP1 | 0.749 10.899 0.832
performance IP2 |0.817

IP3  |0.902

IP4 |0.875

* Removed item

The second step in confirming the measurement model is to ensure that

discriminant validity is achieved in all variables in the study model through Formal

and Larcker (1981) method. Based on this method, the values of the square root of

the AVE of the variable must be greater than the values of the correlation coefficients

between the main variable and the other variables of the study. Table (4) shows

Fornell and Larcker (1981) method to ascertain that the discriminant validity was

achieved among the variables of the study. Another method to ensure that

discriminant validity is achieved in all variables in the study model is HTMT method.

Table (4). Discriminant validity (Fornell and Larcker)
No [Variable 1 2 3 4 5
1  |[Environmental vigilance(0.772
2  [Technological vigilance [0.357 0.775
3 |Competitive vigilance |0.249 0.111 0.787
4 |Marketing vigilance 0.358 0.307 0.396 0.729
5  |Innovation performance [0.450 0.405 0.378 0.443 0.866
Note: the values in highlighted in bold clarify square root of AVE
Table (5). Discriminant validity (HTMT) |
No Variable 1 2 3 4 5 |
1  |Competitive vigilance
2  |Environmental vigilance  |0.339
3 |Innovation performance  [0.495 0.558
4 |Marketing vigilance 0.541 0.497 |0.554
5 [Technological vigilance  [0.192 0.489 0.544 |0.443
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Based on this method, the values of the HTMT should be smaller than
0.85, table (5) shows HTMT method to ascertain that the discriminant
validity was achieved among the variables of the study

C. Structural Model

Relationships between among the independent and dependent study
variables have been examined through the Bootstrapping technique. These
techniques are considered as non-parametric techniques provided by Smart
PLS, so they do not require parametric assumptions such as large sample
size or a normal distribution of data (Streukens & Leroi-Werelds, 2016).

The results of structural equation modeling are summarized in Figure
(1). The figure shows estimates of paths coefficientsamong the
independent and dependent variables, the values of the path coefficients
(B), calculated t- values and R? value of dependent variable (innovation
performance). A rule of thumb from which to judge the hypothesis is that
the calculated t-value must be greater than 1.96 and the P-value must be
less than the probability of 0.05 and if the result is otherwise the null
hypothesis is accepted.

The results of the direct relationship test among study variables were
summarized in Table (6). The results supported the acceptance of the
proposed hypotheses (H1-1, H1-2, H1-3, H14) because the relationship
between independent variables and dependent variables was statistically
significant and had a positive effect. The Fig (1) shows structural equation
modeling for study model.

Table (6). Results of testing the study hypotheses

Path Path coefficient t-Statistic P-Value Result

EV=IP 0.241 4.231 0.000 H1-1: Supported
TV=IP 0.234 4.389 0.000 H1-2: Supported
CV=IP 0.213 4.495 0.000 H1-3: Supported
MV=IP 0.201 4.195 0.000 H1-4: Supported
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Fig (1): structural equation modeling for study model

The results of hypothesis testing were as follows:

1- Environmental vigilance and innovation performance:

The relationship between Environmental vigilance and innovation performance was

statistically significant and had a positive effect (B=0.241, t=4.231, p-

value=0.000).

2- Technological vigilance and innovation performance:

The relationship between Technological vigilance and innovation performance

was also statistically significant and had a positive effect (B:O.234, t=4.389, p-

value=0.000).
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3- Competitive vigilance and innovation performance:

The relationship between Competitive vigilance and innovation performance was

positive and significant at the level of (0.05) as the test values were (B =0.213,t=

4.495, p-value =0.000).

The relationship between organization culture, and employee satisfaction was

statistically significant and positive (B:0.271, t=3.334, p-value=0.001).
4- Marketing vigilance and innovation performance

The significant relationship between Marketing vigilance and innovation
performance was supported, as the results of the hypothesis test were ([3 =0.201,
t=4.195, p-value = 0.000). In overall, the independent variables explain 37.3% of
the variance in innovation performance (R2 for study model = 0.373), according
to (Hair et al., 2019) this value indicate medium explain power for independent

variables on innovation performance.
10-Conclusions and Recommendations:

The conclusions of this study showed a relationship between Role of Strategic
Vigilance in Innovation Performance in the surveyed banks, which confirms the
significance of the measurements of strategic vigilance. Likewise a significant
correlation between strategic vigilance and innovation performance success
dimensions. Furthermore, the results of the this study also showed that presence of
significant effect of strategic vigilance on innovation performance. The results also
showed that there is an collaboration and complementarity between strategic
vigilance and performance that paid to making the business’s management always

ready to aspect unbalanced environmental conditions
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This research recommended that the need for giving more attention to elements
of strategic vigilance and its impact on innovation performance of the Jordanian
banking sector, and to conduct more studies considering other variables of strategic
vigilance. It is an essential for the business to adopt a culture of strategic vigilance
because of its great importance, especially after the Jordanian markets were opened
up to international competition. It is required for the senior management to
implement vigilance and stimulate its activities on a permanent basis. Additional
studies on strategic vigilance and innovation performance, in light of the severe
shortage of the Jordanian and Arab library in general due to the importance of
strategic attention.
11-REFERENCES:

Abed, O., & Alloti, A (2017). Mechanisms of Applying Strategic Vigilance in the Algerian Economic

Companies Case Study: Applied Study of Cement Company of Chlef. Academic Review of Social and
Human Studies, 12(1), 72—86.

Aitelhadj, S, (2005). The company facing technological change, Edition Organization. P89, ISAAC Henri, Use
of internet for business intelligence: Factors determining practices French companies. Article research

notebook.

Al-Abadi, Abeer, Fawzan (2015). Financial Risk Management in Islamic Banking and Finance, Dar Al-Fikr, 1st

floor, Amman, Jordan.

Al-Derini, Hussain Abdul-Azi. (2009) Definition and Development of Innovation, Qatar University -

Department of Educational Psychology.

Allawi, Nassira (2016). The reality of strategic vigilance in the Seidal complex. Al-Bashaer Economic journal,

1(6), 149 — 156

Al-Maliki, Helen (2016), “The Impact of a Strategic Momentum in Achieving a Sustainable
Competitive Advantage by Adopting an Interactive Variable SWOT Matrix”, Master Thesis,

University of Basra, College of Management and Economics, Basra, Iraq.

Al-Sakarna, B (2009), Work Ethics. Amman: Dar Al Masirah for Publishing and Distribution.

PYYYD9Y (o ilear 21880 5,531 (S alas —(¥ ) 3uall cpuali] lant) Olaglal! teglyizs o) 3¥19 s8N pglad _]Lqmj[ PAEH




Role of Strategic Vigilance in Innovation Performance..... Abdullah AlShora

Al-Shawabkeh, Khaled Mahmoud (2018). The Impact of Strategic Vigilance on Effective Decision-Making:
The Modified Role of Decision Support Systems-An Applied Study on Jordanian Pharmaceutical

Companies.

Al-Tal Mohammad, Jaber, & Emeagwali, Okechukwu (2019). Knowledge-based HR Practices and Innovation
in SMEs, Organizacija, Sciendo, 52(1), 6-21.

Amira, Mohat (2013). The Effect of Strategic Alert on Improving Marketing Performance - Case Study of
Algeria Telecom Corporation - Milla Branch, Mohammed Khaydar University - Biskra - Faculty of

Economic and Commercial Sciences and Management Sciences - Department of Management Sciences.

Ben Ali, A (2017). The role of strategic vigilance in creating a competitive advantage in the target market of

Telecom Algeria. The Journal of Economic, Administrative and Legal Sciences, 1(10), 18—29.

Ben Khadija (2015). Regulatory Levers for the Benefit of Alertness in the Institution, Economic Case Study of
the National Fat Foundation Unit 16- Souk Ahras. Journal of Human Sciences, University Muhammad

Kheder Iskra, (19).

Bouras, Al-Saeed Barika (2014). Electronic Banking Business, Tools and Risks, Dar Al-Kitab Al-Hadith, First

Edition, Cairo.

Bulinge, Franck (2002). “Pour use culture de information dans les petites et Moyenne's organizations, un
module incremental intelligence economies”. These de doctorate nonpublic, sciences de information et

de la communication, Université de Toulon et du var.

Chafik (2007). Etude Empirique sur les Pratiques des Entreprises Marocaines en Matiére d'Intelligence
Economique. In Faculté des Sciences Juridiques, Economiques et sociales Ain Chock. Université Hassan

Chesbrough, H (2003). Open Innovation: The New Imperative for Creating and Profiting From Technology.

Boston, MA: Harvard Business School Press.

Chmura, H.E, Wey, TW. & Blumstein, D.T (2016). Assessing the sensitivity of foraging and vigilance to
internal state and environmental variables in yellow-bellied marmots (Marmota flaviventris) . Behav

Ecol Sociobiol 70, 1901—1910.

Crossan, M., & Apaydin, M (2010). A Multi-Dimensional Framework of Organizational Innovation: A

Systematic Review of the Literature. Journal of Management Studies, 47(6), 1154-1191.

PYYYD9N (393lear 21880 5,53 (S3lesr —(¥ ) duiall caualid] dant) Olaglal! teslyizs o) 3W19 s8N pglad _]Lqmj[ PAEH




Role of Strategic Vigilance in Innovation Performance..... Abdullah AlShora

Dawood, F. & Abbas, A (2018). The Role of strategic vigilance in the operational performance of the banking
sector: Field research in a sample of private banks. European Journal of Business and Management,

10(21), 1-18.

Dewangan, V. & Godse, M (2014) Towards a holistic enterprise innovation performance measurement

system, Vol. 34, pp. 536-545.

Domas R., & Andriamalala H (2008). La Diffusion des techniques de semis direct sur couverture vegetable,

Rapport de campagna (2007-2008), - BRL, project BVLAC.

Edquist, C (2018), Towards a Holistic Innovation Policy: Can the Swedish National Innovation Council Serve

as a Role Model?, Papers in Innovation Studies, Paper no. 02. Sweden: CIRCLE, Lund University.

El-Abidine, & Goujil, Nour (2012) The role of strategic vigilance in rationalizing communication between the
institution and its surroundings, a field study in the unit of two mills of Sidi Arghis Oum El Bouaghi, MA

thesis, Algeria

Elia, Petruzzelli, & Urbinati (2020). Implementing open innovation through virtual brand communities: a
case study analysis in the semiconductor industry, Technological Forecasting and Social Change, Vol.

155.

Elia, Taylor,&Gallach’oir, Rogan (2020). Wind turbine cost reduction: A detailed bottom-up analysis of

innovation drivers. Energy Policy 14

Expésito, Alfonso & Sanchis Llopis, Juan (2018). Innovation and business performance for Spanish SMEs:

New evidence from a multi-dimensional approach. I.S.B.J: Researching Entrepreneurship. 36.

Fadhiela, A., & Dawood, S (2018). The Role of Strategic Vigilance in the Operational Performance of the
Banking Sector : Field Research in a Sample of Private Banks. European Journal of Business and

Management, 10(21), 1-18.

Fayrouz, Zroukhi, & Al Zahraa, Sukkar, Fatima (2015). “The Role of Strategic Vigilance in Raising the
Competitiveness of Economic Institutions”, The Fourth International Forum: Competition and

Competitive Strategies of Industrial Enterprises Beyond the Hydrocarbons Sector in Arab Countries.

Ferreira, ). & Coelho, A (2020). Dynamic capabilities, innovation and branding capabilities and their impact
on competitive advantage and SME's performance in Portugal: the moderating effects of

entrepreneurial orientation, International Journal of Innovation Science, 12 (3), pp. 255-286.

Gaskin. J. (2013). Smart PLS: Multigroup moderation and moderated mediation. Gaskination's Statistics.,

online. Available: http://youtube.com/Gaskination.

PYYYD9Y (o ilear 21880 5,531 (S alas —(¥ ) 3uall cpuali] lant) Olaglal! teglyizs o) 3¥19 s8N pglad _]Lqmj[ PAEH



Role of Strategic Vigilance in Innovation Performance..... Abdullah AlShora

Grine, L (2010). La mise en place d'un system de veille commerciale” Case : Activate commercialization/ Risk

management SONATRACH , Memoir fin , Alger.

Hair (2014). A primer on partial least squares structural equation modeling PLS-SEM: Indeed a silver bullet

Journal of Marketing Theory & Practice

Hammoudi, W., Ibrahim, B. & Ameen, T (2019). Strategic wake and its role in enhancing career maturity: An
analytical study of a sample of managers in Mobile Telecommunications Company/ Zain lIraq.

Kirkuk University Journal of Economic and Administrative Sciences, 9 (2), 1-26.

Hanan, Yahya Al-Sharif (2018). The impact of the information system on strategic vigilance in small and
medium enterprises: a field study on some Algerian enterprises” H. Atro, Setif, unpublished Ph.D.

People's Democratic Republic of Algeria

Humbert, M, Simonneau (2010). Vasodilators in patients with chronic obstructive pulmonary disease and

pulmonary hypertension: not ready for prime time. Am | Respir Crit Care Med 181:202—203

Issa, N. & Obakhti, N (2019). Strategic vigilance as a mechanism to support the competitiveness of Algerian
industrial enterprises - Study of the case of the Algerian Industrial Establishment for

Telecommunications Sitel in Tlemce. Economic Development Journal, 4(2), 99-114.
Jakobiak, (2012). http://www.barcelona school of management.up.edu.com.

Kadrii, M (2017). Strategic vigilance and innovation in the economic establishment - a field study of a

sample of Algerian economic institutions. Université Abou Bekr Belkaid tlemcen Algérie.

Karima, Kasmi & Zohra, Djalab (2021). The Impact of Strategic Vigilance on E-management in the National

Railway Transport Company (SNTF). Journal of Information Technology Management, 13(2), 202-230.

Khalifa Ahmed (2015). The Effectiveness of Strategic Vigilance in Strategic Decision Making, Journal of

Economic and Financial Studies, Wadi University, 9, 2.

Kotrlik & Higgins (2001). Organizational Research: Determining Appropriate Sample Size in Survey

Research; Information Technology, Learning, and Performance Journal, Vol. 19, No. 1.

Krume, T (2013). Service quality in private banking: A holistic perspective on antecedents and

consequences: Unpublished working paper.

Lesca N. et Caron-Fasan M.L (2006). Veille anticipative : une autre approche de lintelligence économique,

Ed Hermés Lavoisier, 280 pages.

PYYYD9N (393lear 21880 5,53 (S3lesr —(¥ ) duiall caualid] dant) Olaglal! teslyizs o) 3W19 s8N pglad _]Lqmj[ PAEH




Role of Strategic Vigilance in Innovation Performance..... Abdullah AIShora}

Lewis, & Chambers (2000). Marketing Leader ship in Hospitality: Foundation and practices ",3rd ed., New
York ,Wiley Sons inc.

Mahmoud, N. & Mahdi, M (2019). The types of strategic vigilance of introduction to strategic renewal an
exploratory study of the opinions of a sample of the administrative leaders. Journal of Administration

and Economics Sciences, 15(47), 1-18.

Musigire, Ntayi, & Ahiauzu (2017). Does strategic ambidexterity moderate organizational support-sales
performance relationship for financial services in Uganda? African Journal of Business Management,

11(4), 74-83.

Nour El Abidine, & Gujil (2012). The role of strategic vigilance in rationalizing communication between the
institution and its surroundings” A field study at Sidi Argis Mills, Umm Al-Boagi, Baji Mokhtar
University, Annaba, Faculty of Arts, Humanities and Social Sciences, Department of Communication and

Information Sciences, a graduation note for the Department of Media.

Omran, H. & Abuongem, M (2019). The role of strategic vigilance in achieving strategic success: Field study

at Libyana mobile phone company Sabha. Journal of Pure & Applied Sciences, 18(2), 88-100.

Pelletier, & Frongillo (2011). The nutrition policy process: the role of strategic capacity in advancing national

nutrition agendas. Food and Nutrition Bulletin 32 (2 Suppl), S59— S69.

Rene Rohrbeck (2007). Veiled Strategies Enterprise Multinational Une Etude De Cas Auprés De La Deutsche
Telekom AG, Mpra, P.27.

Salguero, Gamez, M. Fernandez, I. & Palomo, D. (2019). Competitive intelligence and sustainable

competitive advantage in the hotel industry. Sustainability (Switzerland), 11(6).

Saunila, M (2017). Understanding innovation performance measurement in SMEs. Measuring Business

Excellence, 21(1), 1-16.
Sekaran, U. & Bougie, R (2013). Research Methods for Business: A SkillBuilding Approach: Wiley.

Shaher, A & Ali, K (2020). The effect of entrepreneurial orientation on innovation performance: The
mediation role of learning orientation on Kuwait SME. Management Science Letters, 10(16), 3811-

3820.

Streukens, S., & Leroi-Werelds, S (2016). Bootstrapping and PLS-SEM: A step-by-step guide to get more out

of your bootstrap results. European Management Journal, 34, 618—632.

PYYYD9Y (o ilear 21880 5,531 (S alas —(¥ ) 3uall cpuali] lant) Olaglal! teglyizs o) 3¥19 s8N pglad _]Lqmj[ PAEH




Role of Strategic Vigilance in Innovation Performance..... Abdullah AlShora

Tian, H., Dogbe, C., Bamfo, B., Pomegbe, W., & Borah, P (2021). Assessing the Intermediary Role of
Relationship Ending Capability and Dark Side Between Network Embeddedness and SMEs’ Innovation

Performance. Journal of Competitiveness, 13(1), 146—163.

Vuletic, P (2017). Registration of motorvehicles and proposed improvements E-Government portal. Smart

Cities and Regional Development Journal, 1(2), 29—35.

Walumbwa, & Myers (2012). Innovation Strategy, Human Resource Policy, and Firms' Revenue Growth: The
Roles of Environmental Uncertainty and Innovation Performance, Pages: 273-302 First Published.
Volume43, Issue2.

Wenhao Song, Xifang Ma, & Hongyan Yu (2019). Entrepreneurial Orientation, Interaction Orientation, and
Innovation Performance: A Model of Moderated Mediation. Open, Journal Business and Management,

9(4),1- 13.

PYYYD9N (393lear 21880 5,53 (S3lesr —(¥ ) duiall caualid] dant) Ologhat) Laslyizss iyl W9 iy aliasdN pglall _]Lqmj[ PAEH




el 2eadldl pslall dasly Jlecly JUI A8 b palls AU o cieluva Sliwl*

ATV 353 2580 5,53 8lar (T y sall el @ Cilaglall Losicmis il W19 Seplumzi potal) il e



Morad ALkasasbeh }

AYYOON (393l 21880 3,5 (Salas —(¥ ) auall r AN ESY @ Olaglatl Loglgiesy fuayl S¥1g sl pgla Jtﬂiqit PAESS



The effect of dividend policy on stock performance ..... Morad ALkasasbeh }

1.Introduction:

Dividend policy is considered as one of the important fundamentals of financing
in companies due to the direct relation of shareholders and its effects on the stock
performance in the market. Wherein, it is related to the decision of dividend the net
profit of the company between distributed dividends on shareholders and retained
earnings. According to the pricing model of the stock the market price of stock in
financial market is having dividend policy impact, which the company adopts and on
another hand, gets impacted by the rate of growth of the company which also causes
direct impact to the amount of profits which gets retained, and re-invested in the
company (Yusuf; 2008; Zakaria et al., 2013; Zircon, 2010; Zu'rob et al, 2007). Also, in
the case of retaining more earnings (as a result lesser amount of dividend gets
returned) will cause in the increase of the rate of growth which will cause arise in the
stock price whereas it will also cause a decrease in the retained earnings. It will result
in an increase in the amount of distribution return to decreasing the growth rate

which leads to decrease in the stock price (Uwuigbe, 2013).

From the above words, it is clear that increasing the distribution return effects the
price of stock in a positive way whereas, at the same time decreasing the retained
earnings, and therefore decreasing growth rate causes negativity on the stock price.
Since a company mainly aims at maximizing shareholder’s wealth through getting
higher stock price possible, therefore it requires choosing a dividend policy that
achieves a balance between the amount return which is distributed for the
shareholder and the rate of growth of profits (Yunis, 2011). The dividend policy has
attracted the attention of researchers and the academics in general for the last few
years, and it remains as an important issue for the investors when they decide to take
investment in securities. The securities investment is considered, especially in stock,

one of the most important activities in the field of investment for any financial
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market. The demand for stocks is far more than other securities, because it provides
more opportunities for getting good financial returns, and being capable of
transferring to liquidity at a lower cost especially in a market which has good

competition and liquidity.

The financial market gives chance to companies of all sectors: financial sector,
industrial sector, and service sector to obtain financing from investors. Amman Stock
Exchange (ASE), which complies with international standards and best practices,
works closely with the Jordan Securities Commission JSC on surveillance matters and
maintains strong relationships with other exchangesi, associations, and international
organizations. The exchange is an active member of the Arab Federation of
Exchanges, Federation of Euro-Asian Stock Exchanges (FEAS) and a full member of
the World Federation of Exchanges (WFE).

Through the given cooperation for this researcher, the necessary data has been
obtained from ASE to search the analyzed data in an accurate way to achieve the
important results that benefit the concerned authorities and the decision makers to
give systematical scientific knowledge to make sound investment decisions. This
study aims to investigate the relationship of dividend policy on the stock
performance of selected blue chip companies of Jordan

2.Literature Review

Ade Onny et al (2022) studied “Impact of Dividend Policy Analysis on
Fluctuations in Stock Price of Food and Beverage Companies” The study was applied
to food companies and beverage companies listed in the Indonesia Stock Exchange.
The study depends on data for the period 2016 to 2019. The study found that
dividend per share has a strong relationship with stock price movements, and the

coefficient of determination is 92.16%, which means that the effect of dividend
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policy on stock price fluctuations is 92.16% and the remaining 7.84% is caused by
factors.

Hakeem & Bambale (2016) in their study “Mediating Effect of Liquidity on Firm
Performance and Dividend Payout of Listed Manufacturing Companies in Nigeria”
examined the relationship between dividend payout and firm financial performance
in manufacturing firms listed in Nigeria for the period 2007 — 2014. The study used
multiple regressions as tool to analyze the data. The study reported that there is a
significant relationship between dividend payout and firm performance of listed
firms in Nigeria. The study also reported that an increase in the financial well
positively affects the dividend payout level of studied firms.

Rane & Raju (2016) in the study “Impact of Dividend Announcement on
Stockholder’s Return — An Empirical Analysis of Indian Healthcare Sector”
investigated the share price reactions of 57 A& B listed companies in BSE in twenty
announcement day, focusing on the relationship between dividend announcement
and stock prices in healthcare sector. The study found that there is a possibility of
information content in dividend announcement in BSE in post announcement
period. The study also found that dividend announcement does contain price
sensitive information and event window which are statistically insignificant on the
most of the days during the post announcement. This result is consistent with Verma
(2006).

Ozuomba et al (2016) conducted a study on “The effect of dividend policies on
wealth maximization”. In this study, they investigated the effects of dividend policies
on share value and shareholders’ wealth of public companies in Nigeria. The study
analyzes the effect of various dividend policies mainly on shareholders wealth which
covers a one-year period with a sample of 10 quoted companies in the Nigeria stock

exchange. The study results shows “relevance of dividend and further proves that
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dividend policies of public limited companies influence the wealth of shareholders in
Nigeria”.

Majanga (2015) studied “The Dividend Effect on Stock Price-An Empirical
Analysis of Malawi Listed Companies”. The study depends on data for the period
2008 to 2014, of thirteen local companies listed on the Malawi Stock Exchange. The
study results indicated that there is a strong positive relationship between Malawi
Stock Exchange firm’s dividends and its stock price on the stock market. The study
also indicated that stock price is an outcome of a number of factors such as dividends
which have significant contribution to stock price.

Jakata & Nyamugure (2015) work investigates “The Effects of Dividend Policy on
Share Prices: Empirical Evidence from the Zimbabwe Stock Exchange”. The study
covered the period of 2003 to 2011. The study results reported that there is no
relationship between (dividend policy, earnings per share) and share price of a firm.
The study also reported that even though firms have adopted conservative dividend
policies, dividend policy of a firm does not affect share price if shareholder value is
maintained. The study also reported that investors” will to create wealth remain high
when itis still profitable to invest on the Zimbabwe Stock Exchange as the potential.

Ullah et al (2015) conducted a study on “The Impact of Dividend Policy on Stock
Price Volatility: A Case Study of Selected Firms from Textile Industry in Pakistan”. In
the study, the researcher examined the relationship between stock price and
dividend payout of listed companies in Karachi Stock Exchange. The study used data
of five firms of textile industry from 2003 to 2008. The dependent variable was Stock
price, and the independent variable was dividend payout ratio, while controlled
variables include: size of firm, earning volatility and growth. The results of multiple
regression found that “dividend payout ratio was significantly affecting the stock

price. Other variables showed mixed results in some models were found significant”.
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Al Masum (2014) through a study entitled “Dividend Policy and Its Impact on
Stock Price — A Study on Commercial Banks Listed in Dhaka Stock Exchange”
investigated stock market returns and the relationship exists between dividend
policy and stock market returns for banks listed in Dhaka Stock Exchange for the
period of 2007 to 2011. The study found that dividend Policy has significant positive
effect on Stock Prices affected by controlled variables which are: Earnings per Share,
Retention Ratio, and Return on Equity. The study also found that Dividend Yield and
Profit after Tax has negative, insignificant relationship with stock prices.

Al-Shawawreh (2014) studied “The Impact of Dividend Policy on Share Price
Volatility: Empirical Evidence from Jordanian Stock Market”. Through this study, the
researcher investigated the impact of dividend policy on share price volatility of 53
companies representing four sectors listed in Jordanian stock market for a period of
13 years from 2001 to 2013. The study used two main measurements of dividend
policy, dividend yield and payout. The multiple regressions showed a “significant
negative relationship between share price volatility with dividend payout and a very
weak positive relationship between dividend yield and share price volatility”. The
study also found that there is a significant positive relationship between company
size and share price volatility.

3.Research methods
3.2Data

This study is based on the blue chip companies listed on the Amman Stock
Exchange, Jordan. The sample of the study has been taken from Yo companies. For
the purpose of this study, the researcher has selected the period of (2005-2016) and
data were obtained of this period, for the purpose of preparing the study from
statistics published and available for Companies’ Guide in the Amman Stock
Exchange and the Central Bank of Jordan. Table (1) presents the variables with their

abbreviations under study.
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Table 1: variables with their abbreviations under study.
N.O Variables Abbreviation
1 Market capitalization MC
2 [Earning Per Share EPS
3 |Dividend Per Share DPS
4  |Dividend Yield DY
5 Retention Ratio RR
6 Return On Equity ROE

3.30verview of Panel analysis

Based on the nature of panel date, there was a need to choose between the two
models of the regression fixed versus random effect models. Thus, Hausmann test
was performed, the preference between two models is based on the Chi-square P
value, fixed model will be accepted when the P value of the Chi-square reached the

significant level, otherwise the random model will be selected.

4.Results and hypothesis testing

The main objective of the study is to determine the impact of dividend policy
on the stock performance of blue chip companies, and reduce the ambiguity
resulting from the impact, as well as, to engage in intensive study to detect this effect.
After having data collected and analyzed the following result has been achieved. This
section presents the descriptive statistics for the variables employed in this study,
following by the correlation analysis between the variables and finally, the
regression results are illustrated.

Table (2) the means of dividend yield (DY) is (3.93) with Std. Deviation of
(2.84), earnings per share (EPS) mean is (0.48) with Std. Deviation of (0.70).
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Dividend per share (DPS) mean is (0.45) with Std. Deviation of (1.18). Also, natural

logarithm of Market Capitalization (MC) mean is (18.97) with Std. Deviation of
(1.37), retention ratio (RR) mean is (0.05) with Std. Deviation of (5.34). Finally
return on equity (ROE) mean is (13.66) with Std. Deviation of (13.63).

Table 2: Descriptive Statistics for study variables
Mean Median Maximum Minimum Std. Dev.
MC 18.97 18.99 22.08 15.91 1.37
DY 3.93 3.99 13.35 0.00 2.84
EPS 0.48 0.28 3.74 -0.46 0.70
DPS 0.45 0.13 8.33 0.00 1.18
ROE 13.66 13.92 62.32 -35.89 13.63
RR 0.05 0.45 12.04 -66.16 5.34

Figure (1) the means of DY across years (2005- 2016) have different trends.
The highest peak was in the year 2008, then there was drop in the year 2010, and
make another high trend in the year 2011, to reach the lowest point in the year 2015.
Which mean there is an inconsistency in the trend of the dividend yield across years
2005-2016. The means of DPS across years (2005- 2016) have different trends. The
highest peak was in the year 2011, then there was a slight drop in the year 2012, to
reach the lowest point in years 2014-2016. Which mean there is an inconsistency in
the trend of the DPS across years 2005-2016. The means of MC across years (2005-
2016) have different trends. The highest peak was in the year 2010, then there was a
slight drop in years 2011- 2012, to reach the lowest point in years 2014-2016. Which
mean there is an inconsistency in the trend of the MC across years 2005-2016. The
means of RR across years (2005- 2016) have different trends. The highest peak was
in the year Y. .4 then there was a slight drop in the year Y.\ ., to reach the lowest
point in the year 201Y then shows high increase in years 2013-2016. Which mean
there is an inconsistency in the trend of the RR across years 2005-2016. The means

of ROE across years (2005- 2016) have different trends. The highest peak was in the
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year 2005, and 2008, then is was a gradual drop in for years 2009-2013, then to start
tendency of increases during years 2014-2016. Which mean there is an

inconsistency in the trend of the ROE across years 2005-2016.

4.1 Correlation Analysis:

Pearson Correlation matrix was calculated for (DPS, DY, EPS, RR, and ROE) with
MC, and the result is shown in table (3). The results of correlation analysis show the
significant probability values between DPS, EPS, and ROE, the R value was
respectively (0.10, 0.49 and 0.40), while the correlation between DY and RR with MC
isn't statistically significant and the R values are (0.06, and 0.03). Thus, it is
concluded that there is a significant relationship between some of dividend policy
variables (DPS, EPS and ROE) on the stock performance as it measured by (MC) of

blue chip companies?
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[Table 3: Pearson Correlation Coefficient between variables
MC DPS DY__ EPS ROE__ RR
MC 1.00
DPS 0.10% 1.00
DY 0.03 0.37% 1.00
EPS 0.49% 0.25% 0.28%* 1.00
ROE 0.40% 0.24* 0.47% 0.69* 1.00
RR 0.06 0.01 -0.04 0.05 0.05 1.00
(*) significant at 0.05 level

4.2 Regression Analysis

In order to investigate the relationship of dividend policy on the stock

performance of selected blue chip publicly listed companies in Jordan, the regression

analysis is employed. Table (4) shows the results of influence of dividend policy on

market capitalization. The result of the Hausmann test shows that the chi-square

value is 0.95 with P > 0.05 is significant thus the random effect model will be chosen

to test the study hypotheses

Table 4: the effect of dividend policy on stock performance

Variable Coefficient Std. Error t-Statistic Prob.
C 18.56 0.33 56.74 0.00
DIVIDEND PER SHARE -0.06 0.04 -1.59 0.1
DIVIDEND YIELD 0.04 0.02 2.41 0.02
EARNING PER SHARE 0.41 0.09 4.60 0.00
RETENTION RATIO 0.01 0.00 1.72 0.09
RETURN ON EQUITY 0.00 0.01 -0.14 0.89
R2 0.35
F-statistic 16.90
Prob (F-statistic) 0.000
Durbin-Watson 1.78
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From the table (4) the F-statistic is 16.90 with Prob (F-statistic) of 0.00 which
means there is a significant impact of the independent variables on the average
market capitalization, also the table shows that the R-squared (0.35) which referred
to 35.0% explained variance of market capitalization by model. Moreover, Durbin-
Watson test value is 1.78 which is below the value (2) is acceptable. Moreover,
Hausman test reported that random effect model is the most appropriate one to test

research hypotheses.

The results show that the regression coefficients for the impact of dividend per
share on market capitalization of blue chip companies is (-0.06) with T value (-1.59)
and the P value >0.05, which means that the dividend per share has no significant
impact on market capitalization of blue chip companies, thus the hypotheses is
accepted that there is no significant impact of dividend per share on market
capitalization of blue chip companies. Moreover, regression coefficients for the
impact of dividend yield on market capitalization of blue chip companies is (0.04)
with T value (2.41) and the P value <0.05, which means that the dividend yield has a
significant impact on market capitalization of blue chip companies, thus the
hypotheses is accepted that there is a significant impact of dividend yield on market
capitalization of blue chip companies. Also, regression coefficients for the impact of
earning per share on market capitalization of blue chip companies is (0.41) with T
value (4.60) and the P value <0.05, which means that the earning per share has a
significant impact on market capitalization of blue chip companies, thus the
hypotheses is accepted that there is a significant impact of earning per share on
market capitalization of blue chip companies. Furthermore, regression coefficients
for the impact of retention ratio on market capitalization of blue chip companies is
(0.01) with T value (0.01) and the P value >0.05, which means that the retention

ratio has no significant impact on market capitalization of blue chip companies, thus
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the hypotheses is accepted that there is no significant impact of retention ratio on
market capitalization of blue chip companies. Finally, regression coefficients for the
impact of return on equity on market capitalization of blue chip companies is (-
0.001) with T value (0.01) and the P value >0.05, which means that the return on
equity has no significant impact on market capitalization of blue chip companies,
thus the hypotheses is accepted that there is no significant impact of return on equity

on market capitalization of blue chip companies.
5.Conclusion:

The aim of the current study is to examine the impact of dividend policy on the
stock performance of blue chip companies of Jordan. The financial crisis in the world
and in a bid to keep the companies in Jordan out of these issues, obstacles and
bankruptcy, Jordanian companies adopted the dividend policy as an important
approach to increase financial performance in general. Moreover, an urgent need to
conduct a systematic investigation on the impact of dividend policy on the stock
performance of blue chip companies of Jordan was felt. The dividend policy is a key
factor of interest to the company's management, distribution policies, finance and
investment decisions. The company based its decisions on some of the indicators of
profits of the most important financial policies in the company's dividend policies
because of the direct relationship with shareholders, and its relationship with stock's
price in the financial market. The dividend policy concerns with choosing between
payments of earnings to shareholder in preliminary corporate finance as cash
dividend or retaining the profit in the firm, and determine the range of dividend
payments and the amount dividends. Recently dividend policy includes other issues
such as how firms can attract investors regarding different tax brackets and increase

share repurchase and market value of a firm.
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Regression results showed that (DPS) had no significant effect on (MC), while,
(DY) had a positively significant effect which explore the relationship between
dividend policy and market capitalization. Moreover, (EPS) had a positively
significant effect on (MC), which refers that stock profitability boost market share

value. Otherwise, (RR and ROE) had no significant effect on (MC).

This research is limited to focus on only blue chip companies of Jordan in order to
study the impact of dividend policy on the stock performance. The researcher
recommends expanding research in the countries other than Jordan. The behavior of
dividend policy can be known after undergoing the research in different countries.
Moreover, there is difference in term of number of sample size among the sector in
different countries. The larger the sample size the results may increase the accuracy.
Therefore, it is recommended that companies should strive to engage in profitable
ventures so as to be in a position to pay dividends to the shareholders. Profitability is
the biggest factor determining a company’s decision to pay dividend or not. First of
all, the company needs to be in profit in order to make a dividend payment to its
shareholders. Therefore, the more profit a company has, the better the chances of
dividend payment. Companies struggling with managing their finances such as
failing to control soaring costs or failing sales can lead to eventual losses. This means
that a company will have to dip into its reserves to simply survive while ruling out
any prospects of being able to pay dividends. Moreover, companies should pay
dividend on its income. If the company did not generate any current income, then it
should fluctuate the dividend. This signal provides the reality of company conditions
so that investors will not be misguided. The company should pay dividends with the

consistency of investment opportunity and market stock price sensitivity.Companies
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should maintain an optimal level of market liquidity as it could have negative

influence on dividend payout.

Furthermore, for investors, it can be suggested that they may invest in such
securities which have good dividend paying record. As, the investor will get at least
dividend even if the prices of the share is reduced in poor market condition. The
investors paying in boom market condition should take precaution that they select
such companies who have low price earnings ratio. - Moreover, as the study has
been conducted on selected listed companies from Amman Stock Exchange, the
researcher suggests that investors should invest some proportion of their
investments in different industries as it helps in the diversification of investment
along with risk and helps faster economic development in the competitive

globalization era through their positive participation in investing all around.
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