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─Abstract─ 

Small and medium-sized enterprises (SMEs) constitute an important component of 

Bahrain’s economic advancement, particularly through their contributions to job 

creation, entrepreneurial activity, and economic diversification. Nevertheless, despite 

substantial governmental and institutional initiatives intended to support this sector, 

Bahraini SMEs continue to experience considerable business failure, creating concerns 

about their ability to achieve sustained growth and long-term viability. Against this 

backdrop, this study examines organisational culture and innovation as key 

determinants of SME development and progress in Bahrain. Building on the existing 

body of SME development literature, the study assesses the extent to which these factors 

shape business performance and organisational sustainability within the Bahraini 

environment. A quantitative research design was adopted, with 300 questionnaires 

distributed to SME owners and managers operating across various sectors in Bahrain. 

Of these, 120 completed questionnaires were returned and subjected to descriptive and 
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inferential statistical analysis. The findings demonstrate that organisational culture and 

innovation both make significant contributions to SME performance. Organisational 

culture was identified as a prominent influence, with respondents highlighting shared 

values, effective leadership, competitiveness, responsiveness to market conditions, and 

sustainable growth as important organisational attributes. The findings further indicate 

that SMEs characterised by robust cultural foundations and stronger commitment to 

innovation are comparatively better equipped to address operational difficulties and 

maintain long-term organisational sustainability. 

Keywords: Innovation, Culture, SMEs, Bahrain, Growth 

INTRODUCTION 

Despite extensive government initiatives designed to strengthen the SME sector, small 

and medium-sized enterprises (SMEs) in the Kingdom of Bahrain continue to encounter 

substantial barriers to growth, expansion, and long-term viability. The persistent failure 

of many SMEs to achieve sustainable success constitutes the central research problem 

and necessitates closer examination of the organisational factors underlying this 

outcome. Accordingly, the study focuses on organisational culture and innovation as 

two critical determinants of SME success, while recognising their connection with 

strategic leadership and people management practices. A quantitative research design is 

employed to obtain and analyse empirical data concerning these relationships. The 

findings indicate that weaknesses in organisational culture and limited innovation 

capabilities can restrict business development, promote stagnation, and increase the 

likelihood of organisational failure. On this basis, the study proposes the development 

of a national framework aimed at strengthening SME capabilities through focused 

investment in innovation and leadership development. Such measures could support the 

establishment of resilient organisational cultures and improve the capacity of Bahraini 

SMEs to achieve sustained growth and performance. 

LITERATURE REVIEW 

Empirical evidence suggests that around 20% of newly established businesses do not 

survive beyond their first year, while approximately half discontinue operations within 

five years (Capital, 2025; Gottschalk et al., 2014). Several factors are associated with 

business failure, including ineffective leadership, inadequate financial planning, 

constrained access to capital, and weak market assessment (Alhaddad, 2024; Darwish 

et al., 2014). Within Bahrain, failure rates among SMEs have been estimated at 30–

50%, with their long-term viability constrained by managerial shortcomings, limited 

innovation capabilities, and restricted financing opportunities (Benzing et al., 2009). 
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The present study responds to these shortcomings by examining the challenges affecting 

SMEs within Bahrain’s economic environment and comparing them with evidence from 

international settings. A structured review of the literature is undertaken to identify 

recurring challenges, underlying patterns, and interventions that have demonstrated 

potential effectiveness. The principal research problem concerns the relatively high rate 

of SME failure in Bahrain. Darwish et al. (2014) identifies several persistent difficulties 

experienced by Bahraini SMEs, including weak coordination, ineffective policy 

implementation, restricted financial access, inadequate training opportunities, and 

limited educational attainment. Collectively, these constraints contribute to ineffective 

managerial practices and restrict the capacity of SMEs to expand. Furthermore, 

management principles and organisational frameworks traditionally developed for large 

corporations cannot necessarily be transferred directly to the SME environment because 

of differences in organisational scale, resources, and operational characteristics. 

Alhaddad (2024), examines the factors affecting the sustainability of Bahrain’s SME 

sector and identifies access to essential financial resources as a major constraint. 

Although the banking sector participates in SME financing, demanding lending criteria 

frequently restrict smaller enterprises from obtaining adequate financial assistance. 

Such conditions place additional pressure on businesses that lack sufficient collateral or 

financial capacity to satisfy conventional lending requirements. The available evidence 

therefore points to persistent structural and operational weaknesses that contribute to 

unstable growth and thus elevated SME failure. According to the Central Bank of 

Bahrain (Bahrain, 2024), SMEs account for approximately 99% of businesses operating 

in Bahrain. Despite this substantial presence, nearly 30% fail within their first three 

years, while only around 20% succeed in obtaining bank financing. To address this 

financing gap, the CBB required retail banks to direct 20% of their domestic financing 

portfolios towards SMEs by 2025. The policy established progressive targets of 5% by 

December 2023 and 10% by December 2024. It also called for dedicated SME financing 

units and the introduction of financial products tailored to SME requirements. These 

measures demonstrate a policy-level commitment to improving SME access to finance, 

supporting business expansion, and reducing financing constraints (Alhaddad, 2024; 

Bahrain, 2024). Further evidence from Bilal and Al Mqbali (2015) and Alhaddad (2024) 

attributes much of the elevated failure rate among Bahraini SMEs to continuing 

financial constraints that restrict their capacity for expansion. Stringent lending 

conditions and high collateral requirements frequently prevent SMEs from securing the 

external funding required for continued operations and development. 

Beyond financial constraints, the study considers how strategic business leadership and 

innovation may assist SMEs in addressing these difficulties. Effective leadership can 

facilitate organisational transformation, encourage innovative behaviour, and 

strengthen managerial decision-making (Lok & Crawford, 1999). Similarly, innovation 

in operational processes, marketing activities, and product development can strengthen 
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SME competitiveness by enabling firms to respond more effectively to changing market 

requirements and reduce exposure to business risks (Genus & Coles, 2006). Bosede 

Akanbi (2016), identify classical and modern perspectives among the major theoretical 

approaches used to explain SME development. Scholars such as Hoselitz (1959), Staley 

and Morse (1965), and Anderson (1982) contributed to the development of classical 

perspectives in this field. These theories generally anticipated that large enterprises 

would progressively dominate economic development and that the relative advantages 

associated with SMEs would diminish as economies developed. 

A contrasting perspective is presented by Dabić and Kraus (2023), who describe SMEs 

as important engines of economic activity worldwide and major contributors to 

employment generation. Their argument also recognises that the managerial 

requirements and practices of SMEs differ substantially from those of larger and more 

established organisations. Although classical theories offer an important historical 

foundation for understanding SME development, their explanatory capacity may be 

limited in contemporary digitalised economies. Recent evidence demonstrates that 

SMEs can display considerable adaptability and resilience during periods of severe 

disruption, including the COVID-19 pandemic (OECD, 2022). This divergence 

between classical expectations and contemporary SME behaviour reinforces the 

importance of developing context-sensitive explanations, particularly in economies 

such as Bahrain, where national diversification strategies assign SMEs a central 

economic role. 

Bahrain provides an appropriate setting for examining the identified research problem 

because of the combination of limited SME growth and relatively high failure rates. 

SMEs account for nearly 30% of Bahrain’s gross domestic product (GDP) and provide 

employment for approximately 75% of the private-sector workforce. Their economic 

significance notwithstanding, SMEs have experienced disproportionate effects from the 

recent economic downturn (Group, 2022). Ateeq and Ateeq (2024), further investigate 

the adoption of sustainability practices among Bahraini SMEs and their implications for 

organisational performance. Their findings identify restricted financial resources, 

insufficient experience, and inadequate governmental assistance as important obstacles 

to the broader implementation of sustainable practices. Similarly, Bunagan and Sison 

(2019) reported that Bahrain ranked 34th among 137 countries in relation to global 

entrepreneurship and fifth within the Middle East and North Africa (MENA) region. 

This assessment reflects the extent to which the national environment facilitates and 

supports entrepreneurial activity and considers multiple dimensions, including the 

cultural and social conditions surrounding entrepreneurship. 

The present research specifically examines how the challenges confronting SMEs 

influence the performance of their owners and managers in Bahrain. The study 

contributes to the relatively limited body of research addressing the nature, effects, and 
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significance of these challenges within the Bahraini SME environment. By identifying 

the principal constraints affecting SME performance, the research seeks to provide a 

stronger basis for determining the forms of assistance required from the Bahraini 

government and relevant institutions. More recent evidence indicates that SMEs have 

demonstrated continued resilience during 2025, with their contribution to GDP reaching 

approximately 34.6% in recent quarters, partly reflecting expansion in non-oil economic 

activities (Tamkeen.bh., 2023). While this development demonstrates progress in 

Bahrain’s economic diversification, it also draws attention to continuing deficiencies in 

the adoption and implementation of sustainable business practices. 

SMEs remain a fundamental component of Bahrain’s economic development. Statistics 

reported by the Development (2023), indicate that approximately 90% of all registered 

businesses in the country fall within the SME category. This proportion illustrates the 

substantial economic importance of the sector and its potential influence on 

employment, entrepreneurship, and broader economic activity. Recognising this 

importance, the Bahraini government has allocated various resources and established 

support mechanisms intended to strengthen the SME sector and enhance its contribution 

to national economic development. One example is Tamkeen, a dedicated government 

entity that provides financial assistance and training programmes designed to support 

SMEs (Tamkeen.bh., 2023). The existence of such targeted institutional support further 

demonstrates the strategic importance assigned to SMEs within Bahrain’s economic 

development agenda. 

According to Bahrain’s Commercial Registration Department within the Ministry of 

Commerce, more than 99% of registered enterprises are SMEs. These businesses are 

concentrated primarily in three sectors: trading, accounting for 42%; manufacturing, 

representing 14.48%; and construction, comprising 13.73%. The classification of SMEs 

in Bahrain is established under the Ministry of Industry and Commerce Act (922) of 

2017. The national classification incorporates both employee numbers and annual 

turnover. A small enterprise is defined as a business employing fewer than 20 

individuals with an annual turnover below BHD 100,000. A medium-sized enterprise, 

by comparison, employs between 20 and 100 individuals and records an annual turnover 

ranging from BHD 100,000 to BHD 500,000. 

Table 1: SMEs Definition in the Kingdom of Bahrain (Source: MOIC, 2017) 

SME definition (MOIC) Micro Small Medium 

Number of Employees Up to 5 6 to 50 51 to 100 

Annual Turnover (Bahrain Dinar) 1 to 50,000 50,001 to 1 

Million 

1,000,001 to 3 

million 
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SMEs in Bahrain and their Challenges  

Bahrain has approximately 91,000 businesses, including around 85,000 micro-

enterprises, 5,485 small enterprises, 950 medium-sized enterprises, and approximately 

176 large firms (IMF, 2023). Data from the General Organization for Social Insurance 

(Insurance, 2024) indicate a decline in employment during the third and fourth quarters 

of 2023. Since 2004, the country has recorded an average employment level of 521,444 

persons, reaching a maximum of 658,600 in Q4 2016 and a minimum of 255,073 in Q1 

2004. Between 1990 and 2022, Bahrain’s average labour force participation rate stood 

at 68.4%. 

According to the Labour Market Regulatory Authority (Authority, 2023), approximately 

288,400 individuals were employed in establishments, while 39,800 worked in 

government organisations and 9,300 in semi-government entities. The private sector 

accounted for approximately 239,300 employees. The Annual Economic Review of 

2022 (BIS, 2022) reported that SMEs generated 33.7% of Bahrain’s GDP, with trade, 

manufacturing, and construction contributing 6.4%, 5.6%, and 4.0%, respectively. 

Additional contributions came from real estate (3.0%), transportation (1.6%), mining 

(1.5%), and private education services (1.0%). SMEs constitute a fundamental element 

of Bahrain’s economic structure, with substantial potential to stimulate innovation, 

create employment, and support economic diversification. Jafar Al-Sayegh of the 

Bahrain Economists Association estimates that SMEs account for approximately 30% 

of the national economy and make a substantial contribution to employment. Data from 

the Ministry of Finance report (Bahrain Economic Quarterly Report, 2023) show that 

Bahrain’s economy expanded by 4.9% in 2022, thus representing strongest growth since 

2013 and reflecting primarily the expansion of non-oil activities (EDB), 2023). 

The Bahraini government has recognised the strategic importance of SMEs and 

introduced a range of measures to facilitate their development. These initiatives include 

investment support, improved participation in public procurement, skills development 

programmes, and assistance with technology adoption. The resilience and adaptability 

demonstrated by SMEs further reinforce their importance to sustained economic 

development. Zayed bin Rashid Al-Zayani, Minister of Industry, Commerce, and 

Tourism, also introduced a national initiative intended to strengthen SME development. 

Nevertheless, empirical investigation into the challenges experienced by Bahraini 

SMEs remains relatively limited (Ravindran & Boh, 2020), thereby reinforcing the 

relevance of the present study. The COVID-19 pandemic intensified several pre-

existing difficulties, particularly constraints surrounding access to finance. Although 

stimulus packages valued at USD 11.2 and 1.2 billion were introduced, fiscal limitations 

restricted the government’s capacity to provide comprehensive assistance to SMEs 

(Bank, 2010). Reuters (2020), reported that Bahrain’s economy contracted by 8.9% during 

the pandemic, while the subsequent recovery remained relatively slow. SMEs also 
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encountered greater uncertainty in business planning because of fluctuations in 

consumer demand. Changes in global consumption patterns accelerated the shift 

towards e-commerce, a development that was similarly observed in Bahrain (Forum, 

2021b). 

In response to these developments, Bahrain’s Ministry of Industry, Commerce, and 

Tourism introduced the National E-commerce Strategy (2019–2022). The strategy 

sought to strengthen SME participation in the digital economy through regulatory 

measures, digital technologies, and public awareness initiatives (Ministry of Industry, 

2022). Despite such interventions, scholarly evidence concerning post-COVID SME 

resilience in Bahrain remains limited. Existing findings continue to identify access to 

finance as a major constraint, while fiscal pressures have restricted the extent of 

government assistance. SMEs additionally contend with difficulties involving market 

access, regulatory requirements, and shortages of appropriately skilled personnel. To 

reinforce the SME ecosystem, Bahrain established the SME Development Board under 

the Ministry of Industry, Commerce, and Tourism. Its strategic objectives include 

increasing the SME contribution to GDP to 40%, expanding exports to 20%, and 

generating employment for 43,000 Bahraini nationals (Development, 2023; Institute, 

2018). The private sector is likewise regarded as an important contributor to SME 

development, particularly by addressing financing and resource deficiencies that cannot 

be fully resolved through public-sector intervention (IMF, 2023). 

Previous studies have identified significant human capital limitations and emphasised 

the need for stronger business support mechanisms (Bunagan & Sison, 2019; Darwish et 

al., 2014). Among the principal obstacles are restricted access to capital, regulatory 

pressures, difficulties associated with digital transformation, and mismatches between 

available and required skills (Najaf et al., 2021). Bahrain has responded by introducing 

digital platforms intended to simplify business registration and regulatory compliance 

procedures (Commerce, 2024). Nevertheless, the relatively limited size of the domestic 

market creates a need for SMEs to pursue internationalisation and broader market 

expansion. Persistent deficiencies in technology adoption, digital marketing 

capabilities, and managerial expertise continue to constrain SME development (Al-

Ehtawi & Arbab, 2022; Khamis et al., 2022). Government responses include vocational 

education, skills development, and public-private partnership initiatives. Business 

incubators and accelerators also contribute by offering advisory assistance, mentoring, 

and enterprise development services (Al-Ammal & Aljawder, 2021). In parallel, SMEs 

are encouraged to strengthen their competitiveness by targeting specialised market 

segments, developing innovative offerings, and investing in effective branding. 

Evidence from Switzerland suggests that successful post-COVID SME recovery 

depends on strong institutional arrangements, appropriately targeted financing 

mechanisms, and sustained assistance for digitalisation and innovation (Innosuisse, 
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2021). These experiences provide potentially transferable lessons that Bahrain could 

adapt to the requirements and characteristics of its own SME ecosystem. Against this 

background, the present study examines the challenges confronting SMEs within the 

Middle Eastern context, with particular emphasis on Bahrain. The literature identifies 

ten principal areas of concern: access to finance, market access, cost of doing business, 

employee recruitment and retention, training, innovation, management systems, people 

management, and regulatory compliance. 

Table 2: Summary of Significant Challenges Mentioned for SMEs in Bahrain 

Sr.# Challenges Context References 

1 Access to 

Finance 

Difficulty in securing financing due to insufficient 

collateral and limited financial track records. 

(Bank, 2020; Reuters, 

2020) 

2 Access to 

Markets 

Constraints on budgets and a lack of marketing 

expertise impact the ability to reach customers 

effectively. 

(Al-Ammal & Aljawder, 

2021) 

3 Costs of 

Doing 

Business 

Limited resources and risk aversion hinder the 

adoption of new technologies. 

(Al-Ammal & Aljawder, 

2021; Al-Ehtawi & 

Arbab, 2022) 

4 Employee 

Recruitment 

Skill and talent gaps are also prevalent, particularly 

in technology and digital marketing. 

(Al-Ehtawi & Arbab, 

2022) 

5 Employee 

Retention 

The sector is striving hard despite several human 

capital challenges 

(Darwish et al., 2014) 

6 Employee 

Training 

Provide SMEs with mentorship, training programs, 

and networking opportunities. 

(Al-Ammal & Aljawder, 

2021) 

7 Innovation Need to adapt marketing strategies and distribution 

channels to meet changing consumer preferences, 

particularly the shift toward e-commerce. 

(Forum, 2021a; Ministry 

of Industry, 2022) 

8 Management 

Systems 

Challenges in establishing networks and accessing 

business support services, such as mentoring and 

advisory services. 

(Al-Ehtawi & Arbab, 

2022; Bilal & Al Mqbali, 

2015) 

9 People 

Management 

Skills 

Many SMEs lack essential management skills for 

effective decision-making and maximizing limited 

resources. 

(Darwish et al., 2014) 

(Bunagan, 2019) 

10 Regulatory 

Compliance 

The complexity of regulatory processes and 

administrative requirements, such as licensing and 

tax compliance, can be time-consuming. 

(Commerce, 2024; Najaf 

et al., 2021) 

Although the literature identifies ten relevant factors that warrant examination within 

the Bahraini SME context, the present study narrows its analysis to two key dimensions 

of SME success: organisational culture and innovation. 

SME Organizational Culture 

Organisational culture within SMEs is reflected in the values, beliefs, and behavioural 

patterns developed and shared among members of the organisation. Although such 

cultural characteristics may initially appear relatively subtle, their collective nature can 
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create difficulties when organisations attempt to adapt to changing circumstances. 

Consequently, senior management must adopt a strategic approach to integrating and 

developing cultural practices while ensuring that organisational changes remain 

compatible with the broader national culture, thereby facilitating smoother 

implementation. Kaye and Jordan-Evans (2000), highlighted that employees value 

challenging and meaningful work, effective management, and opportunities for learning 

and professional development. This perspective emphasises the importance of 

establishing a stimulating organisational environment in which employees perceive that 

their contributions can influence workplace decisions. Such conditions can 

subsequently affect work attitudes and job satisfaction (Boswell et al., 2005). 

Geletkanycz (1997), conceptualised culture as the shared beliefs, norms, and 

expectations of a society that influence individual choices, commitments, and 

behavioural standards. Differences in these cultural characteristics can produce 

variations in business practices, including approaches to market entry, levels of 

innovation, and willingness to undertake risk (Rantanen & Toikko, 2017). The influence 

of culture on strategic behaviour has therefore become an important consideration 

within international business research (Tihanyi et al., 2005). Departures from 

established cultural expectations may create substantial difficulties for organisational 

continuity. Ricks (2006)m further demonstrated the importance of geographical context, 

reporting that location and regional characteristics explain approximately 9% of the 

variation in firm performance. 

Culture is consequently an important determinant of organisational effectiveness, 

making contextual understanding essential. Lonner et al. (1980), have done influential 

work on cultural values demonstrated the relevance of relatively identifiable and 

enduring cultural characteristics, although their expression may differ across societies. 

His research also examined cultural orientations associated with motivation, optimism, 

and aspirations for economic achievement. The findings challenge the assumption that 

differences in national culture have little influence on individual values and perceptions 

in international contexts. Within SMEs, owners and managers exert considerable 

influence over how the organisation is operated and which values become embedded in 

its activities. Organisational values therefore provide an important indication of the 

underlying cultural orientation of the business. Cultural values and traditions can 

influence managerial attitudes and behaviours in areas such as internationalisation, 

decision-making, and adherence to established social expectations. These expectations 

can also shape perceptions of appropriate leadership behaviour, encouraging managers 

to operate within accepted societal norms. 

Organisational culture plays a central role in promoting cohesion and strengthening 

employees’ commitment towards achieving organisational objectives (Hofstede, 1994). 

Management expectations, preferences, and values contribute to shaping organisational 
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culture and consequently influence organisational structures and operational practices. 

Cravens et al. (1994), have argued that societal values can affect organisational practices 

through their incorporation into internal organisational culture. It is therefore important 

for managers to establish compatibility between prevailing employee expectations and 

organisational cultural values to support effective management. Further it has been 

noted that cultural dimensions differ between countries and can consequently influence 

managerial strategies and practices. SMEs possess distinctive organisational 

characteristics because ownership and management are often closely interconnected. 

The owner generally exercises substantial influence over employees and plays an 

important role in developing the entrepreneurial orientation of the enterprise (Levy & 

Powell, 2005). In particular, the owner’s attitude towards risk and uncertainty can 

strongly influence the firm’s capacity and willingness to innovate. A supportive 

organisational culture can strengthen operational effectiveness, whereas an 

unfavourable cultural environment may restrict organisational performance. 

As SMEs expand, management requires a clearly defined strategy for implementing 

organisational changes and coordinating operational activities. Such decisions should 

take account of employee expectations, beliefs, and values because these factors can 

affect the effectiveness of managerial decision-making. Compared with larger 

organisations, SMEs often exhibit a more organic cultural structure, in which a 

relatively small number of employees are connected through shared beliefs and values. 

This characteristic can make cultural transformation comparatively easier to achieve. 

Within many SMEs, the owner remains the principal source of organisational values 

and beliefs and therefore represents a major influence on cultural development. 

Management attitudes towards risk can constitute a significant barrier to innovation, 

particularly within SMEs that typically operate under substantial financial constraints. 

Souitaris (2001), demonstrated that a strong willingness to undertake risk is commonly 

associated with innovative enterprises. Sandberg & Aarikka-Stenroos (2014), have 

categorized innovation barriers into internal and external categories. Internal constraints 

include inadequate financial resources, insufficient human capital, weak market 

positioning, elevated operating costs, and the risks associated with innovation 

investment. External constraints include an uncertain and rapidly changing business 

environment, limited opportunities for collaboration, restricted access to relevant 

information, and insufficient governmental support. Evidence from Switzerland 

provides further support for this relationship, indicating that SME innovation 

performance is influenced substantially by their ability to manage uncertainty, obtain 

appropriate financing, and participate in external knowledge networks (Taghizadeh et 

al., 2024).  

Policies designed to reduce uncertainty and facilitate collaborative relationships can 

therefore contribute significantly to strengthening innovation outcomes. Innovation 
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requires organisations to continuously address the internal and external constraints 

associated with introducing and implementing new processes, products, or practices. 

Such activities inherently expose organisations to different forms of risk arising from 

both internal conditions and external market forces (Genus & Coles, 2006). Borgelt and 

Falk (2007), similarly emphasised that the potential negative consequences of risk can 

substantially impede innovation and limit organisational progress. The importance of 

technology adoption has become particularly evident for small businesses following the 

COVID-19 pandemic. Owners and managers must increasingly consider how 

technological applications can support business continuity, efficiency, and 

competitiveness.  

Evidence accumulated over the past two decades indicates that SMEs encounter 

numerous difficulties when adopting and implementing technology. These include 

information security concerns, limited technological expertise, integration and 

performance problems, high implementation costs, employee training requirements, and 

difficulties incorporating technological systems into existing business processes. 

Innovation-related difficulties can also arise from high implementation costs, 

insufficient technological knowledge, limited governmental assistance, difficulties 

integrating technology into business operations, and inadequate organisational support 

(Umrani et al., 2019). Collectively, these findings indicate that both organisational 

culture and innovation represent important dimensions of SME development and 

performance. The research hypotheses are therefore formulated on the basis of the 

relationships and issues identified through this literature review. 

Hypothesis 1: Investment in Innovation and Culture  

● Null Hypothesis (H₀2): There is no significant relationship between investment in 

innovation, and culture practices and the success of SMEs in Bahrain.   
● Alternative Hypothesis (H₁2): There is significant relationship between 

investment in innovation, and culture practices and the success of SMEs in Bahrain.   

RESEARCH METHODOLOGY  

The study adopts a quantitative research design to obtain objective empirical evidence 

through a structured questionnaire. More than 300 questionnaires were distributed 

among SMEs operating across diverse sectors in Bahrain to identify the principal 

challenges and constraints affecting their performance. The first section collected 

background information concerning the SME, including whether the business was 

family-owned, its organisational size, number of employees, annual turnover, and 

duration of operation. The second section examined respondents’ perceptions of the two 

focal dimensions identified in the study, namely organisational culture and innovation. 

In total, 120 completed questionnaires were received and included in the analysis. 
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FINDINGS  

The descriptive statistics indicate that Innovation exhibits a negatively skewed 

distribution, with observations concentrated towards the upper end of the scale and a 

mean score of 6.51. The moderate level of dispersion, together with the relatively flatter 

distribution, suggests some variation in respondents’ innovation experiences and the 

possible presence of unusual observations that may warrant further investigation. The 

observed range of 1 to 10 further demonstrates substantial diversity in the reported 

levels of innovation. The confidence interval provides an estimated range within which 

the population mean is expected to fall, thereby supporting interpretation of the sample 

mean in relation to the broader population. Overall, the results indicate relatively 

challenging innovation conditions, although responses tend to be concentrated towards 

higher scores. 

Table 3: Challenges of SMEs in Bahrain – Innovation 

Innovation Analysis 

Mean 6.51 

Standard Error 0.243084 

Median 7 

Mode 8 

Standard Deviation 2.430841 

Sample Variance 5.90899 

Kurtosis -0.5714 

Skewness -0.54199 

Range 9 

Minimum 1 

Maximum 10 

Sum 651 

Count 100 

Largest (1) 10 

Smallest (1) 1 

Confidence Level (95 Percent) 0.482332 

● The mean score is 6.51, with a standard error of 0.243084, indicating a relatively precise estimate of 

the population mean. 

● The median is 7, while the mode is 8, demonstrating that responses are concentrated towards the upper 

end of the scale and are consistent with a negatively skewed distribution. 

● The standard deviation of 2.430841 indicates a moderate level of dispersion around the mean, reflecting 

noticeable variation in the reported responses. 

● The kurtosis value of -0.5714 indicates a relatively flatter and lighter-tailed distribution than a normal 

distribution, while the skewness value of -0.54199 confirms a moderate negative skew, with observations 

tending to cluster towards higher values. 

The descriptive statistics indicate that Culture exhibits a slightly negatively skewed 

distribution, with responses concentrated around the mean score of 7.3. The moderate 

degree of variability and relatively flat distribution indicate some heterogeneity in the 
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responses, with potential patterns or unusual observations that may merit further 

examination. The confidence interval provides an appropriate range for assessing the 

sample mean in relation to the wider population. Overall, the findings suggest that 

Culture represents a relatively substantial challenge for SMEs. 

Table 4: Challenges of SMEs in Bahrain – Organizational Culture 

Organizational Culture Analysis 

Mean 7.3 

Standard Error 0.239317 

Median 8 

Mode 9 

Standard Deviation 2.393172 

Sample Variance 5.727273 

Kurtosis -0.40004 

Skewness -0.846 

The descriptive statistics indicate that Organisational Culture displays a slightly 

negatively skewed distribution, with responses largely concentrated around the mean 

score of 7.3. The moderate degree of dispersion and relatively flat distribution reflect 

variation in respondents’ assessments and may indicate underlying response patterns or 

potential outlying observations. The confidence interval provides a useful basis for 

interpreting the sample mean in relation to the wider population. Overall, the findings 

suggest that Organisational Culture constitutes a relatively substantial challenge for 

SMEs. 

DISCUSSION  

The findings provide empirical support for H1, demonstrating that SMEs can derive 

substantial benefits from a strong Organisational Culture and effective innovation 

practices. The results indicate that sound management practices are positively 

associated with the development of Organisational Culture and innovation capabilities. 

This finding is consistent with Darwish et al. (2014), who attributed the high failure rate 

of Bahraini SMEs to weaknesses in management practices, ineffective policy 

implementation, and inadequate training. The literature further establishes the important 

contribution of SMEs to economic development and innovation. Compared with larger 

organisations, SMEs often possess greater flexibility and adaptability, enabling them to 

respond more rapidly to changing market conditions and exploit emerging opportunities 

(Kahveci et al., 2025). This flexibility highlights their strategic importance to Bahrain’s 

economy, particularly in supporting innovation, entrepreneurship, and broader 

economic development. 

The significance of SMEs is also reflected in their substantial presence within Bahrain’s 

business environment. SMEs account for 93.3% of all commercial registrations, of 



INTERNATIONAL JOURNAL OF eBUSINESS AND eGOVERNMENT STUDIES 

Vol: 18 No: 1 Year: 2026 ISSN: 2146-0744 (Online) (pp.74-92) Doi: 10.34109/ijebeg.2026180105 

87 

which 81% are owned by Bahrainis, 39% by women, and 23% by young entrepreneurs 

(BNA, 2023). Despite this considerable presence, their contribution to national 

economic development may remain below its potential because Bahrain continues to 

rely heavily on the oil sector, which generates approximately 75% of total government 

revenue (Banker, 2023). The findings therefore reinforce the need for SMEs to 

strengthen their innovation capabilities as part of efforts to broaden and diversify 

Bahrain’s economic base. 

Peters and Waterman (1982), have emphasised that a supportive Organisational Culture 

can create a workplace in which employees feel valued and motivated, thereby 

contributing to higher productivity and employee retention. Consistent with this 

perspective, the present findings suggest that SMEs that establish positive cultural 

environments and invest in their employees are better equipped to manage complex and 

changing business conditions. The quantitative results further demonstrate significant 

relationships between SME success, innovation, and Organisational Culture. The one-

way ANOVA identified statistically significant differences among SMEs according to 

their levels of innovation and cultural practices (F = 9.13, p < 0.001). In addition, 

correlation analysis revealed strong positive associations between Organisational 

Culture, innovation, and overall SME growth and scalability, with correlation 

coefficients exceeding 0.70 (r > 0.70). These results provide further empirical evidence 

that stronger cultural and innovation capabilities are closely associated with improved 

SME performance and expansion. 

CONCLUSION  

The study examined the roles of Organisational Culture and innovation within the SME 

context in Bahrain. The literature review identified these dimensions as important 

determinants of the challenges experienced by SMEs and the strategies adopted to 

address them. The findings offer important theoretical implications by identifying the 

critical areas that Bahraini SMEs should prioritise to strengthen their development and 

sustainability. They also provide practical implications for SME owners, managers, and 

Human Resources professionals. In particular, the results emphasise the value of 

investing in employee training and development programmes that strengthen 

innovation-related capabilities while simultaneously cultivating a supportive 

Organisational Culture. Such initiatives can enhance employee skills and performance 

and, consequently, contribute to sustainable SME growth. 
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