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Abstract: The study explores the relationship between environmental uncertainty, competitive advantage, and hotel
performance in the context of 1, 2, and 3-star hotels in Saudi Arabia. Quantitative methodology was chosen as the primary
research approach. This approach systematically collects numerical data and statistical analysis to derive meaningful insights.
The research collected comprehensive data from a specific target group, namely the 1, 2, and 3-star hotels in Saudi Arabia.
The findings reveal a significant mediation effect of competitive advantage on the relationship between environmental
uncertainty and hotel performance. This underscores the importance of developing and maintaining a competitive advantage
to thrive in an uncertain environment by anticipating and adapting to market changes. This study emphasises the vital role of
competitive advantage in bolstering hotel performance amidst environmental uncertainty. Future research should seek broader
industry representation. Overall, it enhances our understanding of Saudi Arabia's hospitality sector, offering practical
guidance for hotel owners and managers in navigating uncertainties.

Key words: Tourism, Hospitality, Market Uncertainty, Technology Uncertainty, Competitive Uncertainty, Saudi Arabia, Hotels

INTRODUCTION

Saudi Arabia has been a sought-after destination for both Arab and international tourists, particularly in the realm of
"religious tourism" (Assaf and Barros, 2011). The growth of the hotel and hospitality sector is highly competitive due to the
increasing influx of tourists, placing Saudi Arabia among the top tourist destinations. With a shift from an oil-based economy
to one centred around tourism and business, as emphasised in the new tourism policy developed in 2019 (Abuhjeeleh, 2019),
the hotel industry has emerged as a pivotal player in this transformation. While historically specialised in accommodating
religious tourists, there is now a need for Saudi Arabian hotels to focus on the luxury and travel segments (Assaf and Barros,
2011). Despite rising occupancy rates, several major regions in Saudi Arabia, such as Riyadh and Jeddah, grapple with
performance challenges, primarily due to increased supply and heightened competition. This fierce competition has resulted in
a significant drop in average daily rates, causing financial strain for hotels in the country. Notably, one-, two-, and three-star
hotels in Saudi Arabia exhibit lower occupancy rates than their four- and five-star counterparts. Five-star hotels, in particular,
boasted an impressive 75% average occupancy rate in 2019, outperforming other categories (Ministry of Tourism KSA, 2020).
Adding to the complexity, the growing demand for furnished apartments has created a competitive challenge for the local
hotel industry. Occupancy rates in furnished apartments, at 65.5%, are rising, posing direct competition to traditional hotels
in Saudi Arabia. Consequently, the Saudi hotel industry grapples with market competition and lower overall performance.

The entry of foreign hotels into the Saudi Arabian market has intensified the competitive landscape. Six financially
robust foreign hotels have heightened the rivalry among local hotels, bringing established brand names, management
expertise, and access to international marketing channels. While this increased competition can raise customer awareness
and demand for hotel services, it also pressures local hotels to enhance their services, amenities, and pricing strategies to
remain competitive. Smaller or less-established hotels may face challenges in matching the offerings of foreign hotels.

Local and domestic hotels need a well-crafted competitive strategy that utilises internal resources to compete with
larger hotels effectively. This involves strategic approaches encompassing branding, technological advancements, niche
promotion, pricing tactics, cost control, service quality optimisation, and employee relationships (Gursoy, 2018). However,
previous research has often focused on specific external or internal components in their strategic planning approaches.
While Porter's five forces and resource-based management theories dominate strategic management discussions, there
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remains a concern about these frameworks in the literature. Like many sectors, the hotel industry faces uncertainty in
today's global conditions. Environmental uncertainty can negatively impact hotel businesses, and a lack of understanding of
how environmental factors influence organisational decisions can exacerbate the situation (Elaraby, 2021; Sunarta et al.,
2020). Companies must navigate uncertainty caused by unpredictable environmental changes, including technology, market
dynamics, and competition, as failure to do so can lead to declining performance.

Arasli et al.'s (2019) investigation delved into the influence of perceived environmental uncertainty (PEU) on hotel
performance (HP), with a focus on the mediating role of balanced scorecard (BSC) adoption. They further explored the
moderating effect of organisational structure in the direct and indirect connections between BSC adoption and HP and PEU
and HP. The findings indicated that PEU and adopting BSC dimensions, including financial, customer, internal business
processes, innovation, and learning, shaped HP. It was established that financial, customer, and internal business processes
mediate between PEU and HP. Moreover, the study noted that high decentralisation amplified the impact of financial,
customer, and internal business processes on HP. Building upon exploring organisational strategies, Abdulwase et al.
(2020) contributed to the literature by examining the relationship between business strategy and its role in establishing a
competitive advantage within organisations. The study emphasised the importance of business strategies across different
organisational contexts. They identified that a robust business strategy played a crucial role in gaining a competitive edge
in the market. Furthermore, the research established that the quality of the strategy had a significant impact on the
organisation's market performance, underscoring the significance of effective business strategies for various stakeholders in
an organisational context. Hossain et al. (2021) conducted a study in Malaysia to investigate the relationships between
absorptive capacity, team culture, competitive intelligence awareness, entrepreneurial behaviour, learning capability, and
sustainable competitive advantage within the hotel industry. Their research, founded on quantitative methods and data from
Malaysian hotel management staff, revealed that absorptive capacity, team culture, and competitive intelligence awareness
significantly influenced learning capability. Learning capability, in turn, significantly affected sustainable competitive
advantage, although entrepreneurial behaviour did not exhibit a significant impact. Importantly, the study highlighted the
moderating role of innovativeness in the relationship between learning capability and sustainable competitive advantage,
providing valuable insights for enhancing long-term survival and competitive strength in the hotel industry.

Pereira-Moliner et al. (2021) delved into evaluating sustainability's impact on cost and differentiation competitive
advantages, focusing on uncovering potential synergies between sustainability and overall performance in the hotel
industry. Based on data collected from a range of hotels in Spain, their research incorporated Partial Least Squares
Structural Equation Modeling (PLS-SEM) to unveil noteworthy positive associations. The study demonstrated the
substantial influence of sustainability on cost and differentiation advantages, perceptual performance and key indicators
like ADR and RevPAR. Moreover, it identified that hotels surpassing median values in these performance variables
exhibited a robust relationship between sustainability and performance, highlighting the synergistic nature of sustainability-
performance ties. This comprehensive analysis encompassed economic, environmental, and social sustainability pillars and
offered practical insights to enhance sustainable management practices for hotel operators.

Despite numerous studies on performance and competitive advantage in the hotel industry, especially in Saudi Arabia
(Al Hanini and Al Oqqaily, 2018; Sirmon et al., 2011), empirical research on this topic is limited. Few studies have focused
on hotel performance and competitive advantage in Saudi Arabia. This study aims to address this gap by investigating the
factors influencing the performance and competitive advantage of Saudi Arabia's hospitality industry.

While various studies have highlighted the importance of performance and competitive advantage in the hotel industry
for achieving organisational goals (Al-Alak and Tarabieh, 2011; Alkhazali et al., 2015; Yaseen et al., 2015), limited
research has explored the factors influencing both these aspects. Despite numerous studies on various aspects of the Saudi
Arabian hotel sector, none have effectively isolated the factors impacting performance and competitive advantage (Matar et
al., 2018). This study aims to fill a gap in the existing literature by investigating the intricate dynamics among
environmental uncertainty, competitive advantage, and hotel performance within the specific context of 1, 2, and 3-star
hotels in Saudi Arabia. Specifically, our primary objective is to explore the mediating role of competitive advantage in
shaping the relationship between environmental uncertainty and hotel performance.

LITERATURE REVIEW

1. Competitive Advantage in the Hotel Industry

Competitiveness initially focused on nation-to-nation rivalry (Porter, 1998), but it has since become a central topic in
management research, particularly within industries like hospitality (Sin and Jusoh, 2019). Hotel competitiveness studies
aim to pinpoint influencing factors, with brand image, customer happiness, service quality, and productivity emerging as
critical determinants (Al-Ababneh et al., 2018; Mohammed and Rashid, 2018; Tavitiyaman et al., 2018). Assessing hotel
performance and competitiveness has employed various methods, from Data Envelopment Analysis (DEA) to
Confirmatory Factor Analysis (CFA) and Grey Relational Analysis (GRA). Fuzzy numbers have even been used for service
quality evaluation. However, there remains a need for a comprehensive system to evaluate multiple hotel attributes and
their specific benefits. Given the significance of Saudi Arabia's hotel industry in the nation's economy, understanding
competitive advantage is paramount in the face of intensified competition, with Total Quality Management (TQM) and
responsible innovation identified as influential factors. Nonetheless, there is limited literature on competitive advantage within
Saudi Arabian hotel businesses. This study fills this void by examining competitive advantage in the local context, considering
environmental factors and competition's impact on hotel performance. In summary, while past research has highlighted factors
affecting hotel competitiveness and assessed performance, a comprehensive framework for evaluating multiple attributes is
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needed. The Saudi Arabian hotel industry plays a crucial role, and understanding competitive dynamics and drivers is
essential. This study addresses these gaps, providing industry practitioners and policymakers valuable insights.

2. Environmental Uncertainty and Competitive Advantage

2.1. Technological Uncertainty and Competitive Advantage

Technological uncertainty is a critical factor that exacerbates information asymmetry between managers and
shareholders (Drnevich and West, 2023; Song and Montoya-Weiss, 2001). In sectors characterised by high technological
uncertainty, accurately predicting specific product and process technologies becomes increasingly challenging (Ragatz et
al., 2002). Consequently, businesses struggle to select the most suitable strategic alternatives. Even if a company
successfully enhances its service goods or process technologies, unforeseen shifts in the industry's technological landscape
can rapidly diminish its competitive advantage (Kor and Mahoney, 2005). This underscores the vulnerability of businesses
operating in uncertain technological environments. Additionally, uncertain technological landscapes present managers with
additional challenges. Monitoring and evaluating managerial tasks become more complex and less predictable in such
conditions. This complexity poses a dilemma for shareholders as they grapple with assessing whether managers could have
anticipated changes in industry technology trends and adjusted the company's technology strategy accordingly. These
challenges, coupled with bounded rationality and information asymmetry, contribute to shareholders' difficulties in
evaluating the quality of strategic decisions and managerial performance (Williamson, 1996).

The rapid transmission of information facilitated by the internet plays a central role in transforming the hospitality
industry, revolutionising services, organisational structures, and client-service provider dynamics. Consumers can instantly
access information through fast connections, reliable networks, user-friendly interfaces, and immersive virtual reality
experiences. Technologies like intelligent agents and advanced filtering mechanisms enable efficient processing of vast
data volumes (Raghavendra, 2020). Organisations that adapt to technological advancements in this competitive
environment gain a significant competitive edge (Ravichandran, 2018). Technological adaptability has become pivotal for
hotels worldwide as customers increasingly gravitate towards easily accessible establishments. According to Ezzaouia and
Bulchand-Gidumal (2020), information technology profoundly influences the hotel industry, impacting areas such as
marketing, managerial and operational decision-making, employee communication, productivity enhancement, and
competitive advantage.Therefore, this study aims to bridge the literature gap related to technological uncertainty by
developing a model that links hotels' competitive advantage with technological uncertainty in Saudi Arabia. By combining
the Resource-Based View (RBV) and contingency theory, this research sheds light on the intricate relationship between
technological uncertainty and competitive positioning within the Saudi Arabian hospitality industry.

1. Competitive Uncertainty and Competitive Advantage

Firms facing ambiguity must decide whether to act immediately or wait for ambiguity resolution, particularly when
significant "first mover advantages" are at stake in the industry. These advantages include learning curve effects, client
loyalty, patent protection, and resource acquisition (Zhang and Song, 2020). Acting promptly entails higher risks,
especially for risk-averse companies (Oliver and Velji, 2019). Hence, industry pioneers often attract venture capital funding
and exhibit lower risk aversion than traditionally funded businesses. When substantial first-mover advantages are absent, a
company should act when it prefers a particular alternative and can influence how uncertainty is resolved to make that
alternative a reality. The motivation for swift action increases with more competitors. In scenarios with multiple
competitors, the timing and amount of investment become crucial, especially in R&D races (De Waegenaere et al., 2017).
As competition intensifies, there is a stronger incentive to focus rather than hedge. Therefore, companies achieving their
goals in this competitive and unpredictable environment gain a competitive edge (Yasar and Kiraci, 2017).

Despite limited research on the relationship between competitive uncertainty and competitive advantage, evidence
suggests that environmental uncertainty's negative aspects can hinder small business performance (Huang et al., 2023; Yan
and Yan, 2017). Response uncertainty negatively correlates with firm performance, with distinct uncertainty affecting
performance differently (Afshar Jahanshahi, 2016). In the hospitality sector, competition significantly shapes organisational
competitive advantage (Darvishmotevali et al., 2020). This study aims to contribute to understanding competitive
uncertainty's role as a predictor of competitive advantage in the Saudi Arabian hotel industry.

2. Market Uncertainty and Competitive Advantage

Global competition drives executives to adapt for a competitive edge amidst changing market dynamics (Huang et al.,
2020; Sazegar et al., 2018; Westphal and Zhu, 2019). Executives often adjust strategies through downsizing, repositioning,
niche targeting, portfolio changes, and strategic partnerships (Zairi, 1996). Such actions are prevalent, with reorganisation
observed in over half of Fortune 500 companies in the 1980s. Market dynamics are explored through various frameworks
like the resource-based view (RBV), strategic group approach, and customer or demand-side approach (Kim and Canina,
2011). RBV considers similar resource-equipped enterprises as competitive threats, while the strategic group approach
focuses on fierce competition among similar-model businesses. The customer or demand-side approach defines markets
based on consumer demands, characterising rivals by supply-side traits (Kim and Canina, 2011). Despite the uncertainty,
these frameworks apply to the hotel industry across global and local market layers. Contingency theory highlights how
organisations differ due to environmental factors, leading managers to choose context-appropriate tactics (Criado-Perez et al.,
2023). Enz (2010) distinguishes between customer-oriented firms, prioritising customer satisfaction and retention, and
competitor-oriented firms, emphasising competitor monitoring and outsmarting. Thriving in volatile markets requires
balancing customer and supplier demands. Market uncertainty stemming from shifting consumer preferences, technological
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advancements, and competitor positioning impacts management and performance goals (McMullen and Shepherd, 2006). This
study seeks to enhance our understanding of how market uncertainty influences competitive advantage.

3. Competitive Advantage and Hotel Performance

Existing literature extensively highlights competitive advantage's positive impact on firm performance, enabling firms
to surpass their competitors (Abdolshah et al., 2018; Enz, 2010). This study adds to the literature by asserting that
competitive advantage indirectly boosts firm performance and elevates market performance in the hotel industry. Market
performance refers to a business's ability to retain customers through superior products and services, commonly measured
by customer loyalty, product/service quality, customer retention, and satisfaction (Salisu and Goni, 2019). Competitive
advantage means offering customers innovative, cutting-edge, high-value products, leading to increased customer
satisfaction and loyalty, as customers perceive the offering as high-quality when it delivers greater value (Zeithaml, 1988).

High service quality and customer satisfaction directly enhance customer loyalty (Porter and Millar, 1985), resulting in
lower costs for serving existing customers and an enhanced company reputation. This, in turn, facilitates attracting new
customers, introducing new products, and adapting to environmental changes. Interactions between staff and customers are
particularly significant in-service industries like the hotel sector. According to Anderson et al. (1997), service quality and
customer satisfaction are key drivers of the relationship between competitive advantage and performance, meaning that
differentiation advantages indirectly enhance business performance.

4. Hypothesis Development

Ongoing changes in the volatile and uncertain business environment raise questions about how organisations can succeed
and innovate under such conditions. Contingency theory suggests that organisations considering unstable environmental
factors like competitors, technology, resources, and consumers are better equipped to make decisions amid uncertainty
(Darvishmotevali et al., 2020). Strategies aligning with the environment's stability, complexity, and organisational challenges
tend to be more effective (Donaldson, 2001). Flexible organisations outperform rivals and handle volatility by swiftly adapting
to changes, emerging market opportunities, and customer demands (Sazegar et al., 2018). Competitive advantage significantly
impacts various areas, including organisational performance, service recovery prediction, success, excellence, human resource
productivity, and sustainability (Anwar et al., 2018; Yang et al., 2018). Competitive advantage mediates organisational
learning and performance, especially in highly competitive and dynamic contexts (Abolfazl and Mehrdad, 2016).
Organisations must proactively respond to changes in competitive contexts for sustainability and profitability. Removing
uncertainty as a barrier can enhance employee engagement and empowerment, leading to the following proposed hypotheses:

H1: Competitive advantage mediates the relationship between technology uncertainty and hotel performance in Saudi Arabia.

H2: Competitive advantage mediates the relationship between market uncertainty and hotel performance in Saudi Arabia.

H3: Competitive advantage mediates the relationship between competitive uncertainty and hotel performance in Saudi Arabia.

MATERIALS AND METHODS

This study adopts a quantitative method based on previous positivist investigations, which clearly understand how the
phenomenon will likely behave. Numerous studies in the hospitality industry have also utilised the quantitative technique,
further supporting its suitability (Al-Hazmia, 2020; Davahli et al., 2020; Mohamed, 2021). This study follows a positivist,
empirical, and quantitative research approach. It assumes the existence of laws and principles governing the functioning of
the World and aims to identify and describe these principles through data collection. Statistical methods with a strong
foundation and evidential support will be employed to analyse the collected data, enabling rigorous analysis and
interpretation. Figure 1 visually represents the research process undertaken to attain the study's objectives. The journey
commences with an extensive literature review, which serves to identify the key variables under examination and formulate
the research hypotheses. Subsequently, the research team determined the sample size through a method tailored to the
study's requirements and crafted a comprehensive survey questionnaire. This instrument was subsequently administered to
the specified target population, with diligent attention to collecting and validating the responses received. Following this
data-gathering phase, an in-depth analysis was conducted, and the findings were thoughtfully presented and discussed.
Lastly, the study's culmination involved drawing concise conclusions and offering valuable recommendations.

A Variables Identification |
Review Hypotheses Development |

Sample Determination

Data Screening
Analysis

Multivariate Normality
Assessment

Data Analysis

Goodness of Measurement

Hypotheses Testing ‘
; Questionnaire
H Data Collection Development

Responses collection &
Verification

Findings & Discussion

(N K

Conclusion & Recommendations

Figure 1. Research flow chart
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1. Research Instrument

1.1. Questionnaire Design

The questionnaire was carefully formulated to address all research questions and hypotheses. The questionnaire
consists of four parts. Part 1 encompasses demographic information, including gender, age, position, experience, type of
lodging, lodging scale, location, hotel size, year of operation, and booking system (self-constructed).

Part 2 covers the independent variables, which include three sections: Section 2A focuses on technology uncertainty,
Section 2B on market uncertainty, and Section 2C on competitive uncertainty (closed-ended).

Part 3, Section 3D, pertains to the mediator variable: competitive advantage (closed-ended). Lastly, Part 4, Section
4E, addresses hotel performance, the dependent variable measured using a five-point Likert scale.

1.2. Measurements of Research Variables
This section outlines the sources of measurement items for the questionnaire's study variables. Existing measures were
adapted from previous studies. Table 1 presents the measurement items for each variable.

Table 1. Adopted Items for Technology Uncertainty

Variable Code Item Questions
TUI | Technologies are changing rapidly in our hotel.
TU2 | Technological changes provide big opportunities.
Technology TU3 | Itis difficult for us to predict the future technology for the hotel industry.
Uncertainty TU | TU4 | Our hotel always makes new ideas to adapt to technological advancement.
TUS | Technological developments in our hotel are relatively minor.
TUG6 | Our hotel applies frequent technology improvements to adapt to the technology revolution.
MUI | Clients' preference in our hotel has been changing over the years.
Market MU2 Clientg tend to look for new products and servic_:es.
Uncertainty MU3 | Our clients are very concerned aboyt market price value.
(MU) MU4 | New emerging markets prefer service and product value.
MUS5 | Our clients maintain the same preferences over the years.
MUG6 | The marketplace in the hotel hospitality industry is uncertain and hard to forecast.
CUL1 | The competition in the hotel industry in our area is challenging.
Competitive CU2 | The hotel competitors show aggressive promotions.
U - CU3 | The hotel competitors respond to market demand.
ncertainty - T —
(CU) CU4 | Price competition is a competitive a(_jvantage of_our hotel.
CU5 | Establishing a new hotel (1-3 stars) is expected in this area.
CU6 | Our competitors are weaker than us.
CAl | Our hotel always ensures that the service and product quality match the market demand.
CA2 | Our hotel always adopts Research and Development (R&D) to improve service guality.
Competitive CA3 | Our hotel continuously improves its managerial capability to ensure hotel performance.
Advantage (CA) | CA4 | Our hotel has improved the profit margin from time to time.
CA5 | Our hotel strategies the corporate image as our branding.
CAG6 | Our hotel has adopted competitive advantage values in ensuring the hotel's performance.
HP1 | Our hotel adopted the best services for our clients
Hotel HP2 | Our hotel always meets the client's satisfaction level With_our services. i
P HP3 | Our hotel always ensures that employee performance achieves the key performance index.
erformance ; = -
(HP) HP4 | Our hotel‘s annual occupancy rate conS|§t§ntIy achieved the target.
HP5 | Our hotel's net profit after tax is competitive.
HP6 | Our hotel's return on investment achieved the target yearly.
Adopted from: (Chang, 2011; Darvishmotevali et al., 2020; Tavitiyaman et al., 2011)

Technology uncertainty, the inability to predict aspects of a firm's technological environment, was measured using a
questionnaire inspired by Darvishmotevali et al. (2020), which included six selected inquiry items. Market uncertainty,
driven by factors beyond a firm's control, was assessed based on Burgers et al. (1993) and Darvishmotevali et al. (2020).
Six suitable inquiry items from section 2A of the questionnaire were used. Competitive uncertainty, focusing on unexpected
events and competitors' characteristics, strategies, and reactions, was measured using items from Darvishmotevali et al.
(2020), comprising six items. Competitive advantage, related to cost-effective product/service production, was measured
using six items adapted from Chang (2011). Hotel performance, encompassing various factors related to a hotel's
effectiveness, was assessed using a five-point Likert scale with six statements adapted from Tavitiyaman et al. (2011).

2. Population and Sample Size Determination

Determining the appropriate sample size is critical for obtaining accurate results in this study, which focuses on three-
star, two-star, and one-star hotels in Saudi Arabia. While the exact population size of managerial-level employees is
unknown, an estimated 11,365 individuals were derived, assuming an average of five top management employees per hotel.

To ensure a representative sample, 500 questionnaires were distributed. This sample size aligns with established
guidelines. According to Kitchenham and Pfleeger (2002), a sample of at least 384 units is acceptable for populations
exceeding 1,000,000 units, with a 95% confidence interval. Additionally, applying the "ten-times rule" by Gefen and
Straub (2005), which suggests a minimum sample size of ten times the highest number of predictors, a range of 200-500
samples is considered adequate, given four predictors for both the dependent (hotel performance) and independent
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variables (technology uncertainty, market uncertainty, competitive uncertainty, and competitive advantage). Stratified
sampling was employed, dividing the population based on hotel rating stars and location.

The distribution of questionnaires was proportional, resulting in 360 in Makkah, 90 in Madinah, 20 in the Eastern
region, and 15 in Riyadh and Jazan. This approach ensures representation across strata and minimises bias, as detailed in
Table 2. The study aims to collect data from 375 questionnaires, thoughtfully distributed among different hotel rating
stars and locations, guided by established sample size principles and stratified sampling techniques.

Table 2. The strata of the research sample

Region Three Star Two Star One Star Total Percentage Questionnaires Distributed
Makkah 331 206 1,041 1578 72.9 360
Madinah 56 65 286 407 18.8 90
Eastern 34 20 16 70 3.2 20
Riyadh 27 14 13 54 2.4 15
Jazan 9 18 28 55 2.5 15

3. Data Collection and Analysis Procedures

The online survey link was sent to selected hotels based on the sampling frame, utilising Google Forms to collect
responses for all research questions. The intended respondents were managers or owners of three-star and lower-rated
hotels in the five main regions of Saudi Arabia. The questionnaire, provided in English, was accompanied by a cover letter
explaining the research's objectives and significance. A gentle reminder was sent after one month to encourage
participation. However, due to online survey limitations, achieving the desired sample size within each stratum and region
proved challenging. As a result, additional efforts were made to redistribute the survey to stratified hotels based on star
ratings in Jazan, Riyadh, and the Eastern Border, ensuring representation and encouraging participation.

For data analysis, SPSS software (Statistical Packages for Social Sciences) and partial least squares (PLS) analysis were
employed to align with the study's goals. SPSS facilitated demographic, descriptive, validity, reliability, and multiple
regression analyses. PLS analysis, chosen for its versatility in handling various data types and accommodating reflective
and formative constructs, provided insights into construct relationships and predictions. It also emphasised explaining
variances, which are crucial for drawing meaningful conclusions. The study obtained a comprehensive understanding of the
data through these analytical techniques, enabling the exploration of relationships and construct validation.

RESULTS AND DISCUSSION

1. The Data Screening Analysis

Thorough preliminary data screening is crucial in quantitative surveys to ensure reliable and meaningful results, as
neglecting this step can significantly impact the quality of analysis (Yuan et al., 2006). This study employed various data
screening procedures, including handling missing data, identifying influential data points, and detecting high correlations among
variables through multicollinearity testing. These rigorous measures improved data quality, resulting in accurate and trustworthy
results. These steps were essential for maintaining the findings' integrity and ensuring the analysis output's reliability.

1.1. Missing Value Analysis

Missing data is a common research concern, and its impact varies depending on its extent. In this study, the missing
data amounted to only 0.04%, considered non-significant and below the acceptable threshold of 5%. To address this, the
researcher used the mean series method, recommended for random, non-systematic missing data (Tabachnick and Fidell,
2007). Properly handling missing data ensures the validity and reliability of the analysis results.

1.2. Outliers

Outliers in statistics are data points significantly deviating from others, often due to measurement variability or
experimental errors. In this study, case-wise diagnostics and separate linear regression analyses identified outliers for the
four endogenous variables, using standardised residual values exceeding -3.3 or +3.3 as the criterion. None of the data
points fell beyond this range, adhering to Pallant's (2013) recommendation to retain identified outliers as valid responses.
Additionally, Cook's Distance assessed influential points, with a threshold of 1.0 indicating significance. No cases
exceeded this threshold, ensuring no data points were excluded based on outliers. These outlier detection procedures
maintain comprehensive analysis while preserving data integrity.

2. Multivariate Assessment of Normality

A multivariate assessment of skewness and kurtosis was conducted following Hair Jr et al.'s (2017) recommendations to
assess data normality using the software available at https://webpower.psychstat.org/models/kurtosis/results. Results
showed that the data did not follow a multivariate normal distribution, indicated by significant values for Mardia's
multivariate skewness (p = 5.36, p<0.01) and Mardia's multivariate kurtosis (p = 47.45, p>0.01), as displayed in Table 3.

Consequently, the study opted for SmartPLS, a nonparametric analysis software, due to the unique characteristics of the
research data. Since the study focuses on a specific subset of three-star hotels and below in Saudi Arabia, the sample size is
expected to be small, and variations in responses from hotel managers and owners could lead to non-normal data
distribution. SmartPLS, as a nonparametric analysis software, is well-suited for such scenarios, providing reliable results
and facilitating result interpretation with its user-friendly interface and graphical output, as employed by Ramayah et al.
(2017). By using SmartPLS, the study addresses data non-normality and ensures the robustness of results.
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Table 3. Multivariate Normality

Sample size: 238; Number of variables: 5; Univariate Skewness and Kurtosis
Variables Skewness SE-skew Z-skew Kurtosis SE-Kurt Z-Kurt
CA -1.131 0.158 -7.167 2.650 0.314 8.432
CU -1.021 0.158 -6.468 1.832 0.314 5.828
HP -0.002 0.158 -0.012 -0.240 0.314 -0.763
MU -1.384 0.158 -8.773 3.623 0.314 11.527
TU -0.933 0.158 -5.916 1.385 0.314 4.405
Mardia's Multivariate Skewness and Kurtosis
b z p-value
Skewness 5.361045 212.65479 0
Kurtosis 47.451891 11.48008 0

3. Goodness of Measurement

In research, assessing measurement quality is essential. Construct validity ensures that the measurement aligns with the
variables, while reliability assesses consistency. Methods like factor analysis and structural equation modelling gauge
construct validity, while measures like Cronbach'’s alpha evaluate reliability.

Evaluating construct validity and reliability is vital for measurement quality. High construct validity and reliability lead
to consistent and accurate results, enhancing the study's validity and decision-making. Rigorous assessment ensures
measurement model quality, fostering meaningful and trustworthy study conclusions.

3.1. Construct Validity

Evaluating measurement model reliability and validity is crucial for result accuracy. Construct validity, assessing
compatibility between the instrument and variables, and reliability, measuring measurement consistency, are vital (Sekaran
and Bougie, 2010). Construct validity often uses factor loadings, with values above 0.50 considered acceptable (Hair Jr et
al., 2014). This study adopted a 0.50 cutoff (Chin, 1998) and removed items TU5, MU5, CU6, HP4, and HP5 due to low
factor loadings. Cross-loadings in Table 4 depict item relationships with intended constructs. Bolded items in Table 8 have
sufficient factor loadings. All "competitive advantage” items explained the variable well. "Competitive uncertainty™ had one
item below the cutoff. "Hotel performance” removed items 4 and 5. "Market uncertainty” removed item 5. "Technology
uncertainty" removed item 5. This analysis assures construct validity, ensuring the model accurately measures variables.

Table 4. Factor Loadings

Constructs CA CU HP MU TU
CAl 0.565 0.372 0.341 0.364 0.379
CA2 0.666 0.474 0.166 0.392 0.322
CA3 0.715 0.448 0.255 0.433 0.303
CA4 0.674 0.433 0.239 0.349 0.311
CA5 0.736 0.524 0.123 0.419 0.432
CAb6 0.703 0.366 0.27 0.463 0.322
CuU1l 0.453 0.669 0.289 0.527 0.383
CuU2 0.45 0.737 0.142 0.367 0.278
CU3 0.423 0.666 0.245 0.402 0.262
CuU4 0.431 0.627 0.152 0.34 0.292
CU5 0.384 0.623 0.013 0.295 0.254
HP1 0.205 0.181 0.62 0.277 0.219
HP2 0.315 0.274 0.793 0.235 0.276
HP3 0.184 0.057 0.633 0.216 0.28
HP6 0.063 0.021 0.567 0.034 0.09
MU1 0.462 0.454 0.285 0.731 0.443
MU2 0.428 0.436 0.26 0.778 0.448
MU3 0.428 0.424 0.27 0.732 0.446
MU4 0.408 0.426 0.204 0.729 0.331
MU6 0.37 0.308 0.127 0.541 0.225
TU1 0.366 0.301 0.235 0.318 0.698
TU2 0.369 0.289 0.42 0.362 0.772
TU3 0.246 0.188 0.009 0.252 0.528
TU4 0.365 0.334 0.263 0.409 0.691
TU6 0.374 0.374 0.236 0.483 0.692

3.2. Convergent Validity

Convergent validity examines correlations within a single construct involving factor loading, average variance
extracted (AVE), and composite reliability (CR) (Hair Jr et al., 2014). AVE, representing item variance, should be 0.5 or
higher, met in this study. CR values, assessing internal consistency, exceeded the 0.70 threshold (Nunnally, 1978),
ranging from 0.70 to 0.99. Table 5 summarises the convergent validity results, meeting all criteria. For "Competitive
Advantage," Cronbach's alpha was 0.763, CR was 0.836, and AVE was 0.561. "Competitive Uncertainty" had alpha at
0.784, CR at 0.899, and AVE exceeding the minimum cutoffs as shown in Figure 2. These results confirm construct
reliability and convergent validity, assuring accurate measurements for further analysis.
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Table 5. Convergent Validity
CA: competitive advantage, CU: competitive uncertainty, HP: hotel performance, TU: technology uncertainty, MU: market uncertainty

Variable Item Loadings Cronbach's Alpha CR AVE
CA CAl 0.565 0.763 0.836 0.561
CA2 0.666
CA3 0.715
CA4 0.674
CA5 0.736
CA6 0.703
CuU CuUl 0.669 0.784 0.899 0.543
CuU2 0.737
CuU3 0.666
Cu4 0.627
CU5 0.623
HP HP1 0.620 0.759 0.827 0.508
HP2 0.793
HP3 0.633
HP6 0.567
MU MU1 0.731 0.744 0.831 0.500
MU2 0.778
MU3 0.732
MU4 0.729
MU6 0.541
TU TUl f 0.707 0.810 0.564
TU2 0.772
TU3 0.528
TU4 0.691
TU6 0.692
1,00
@ACronbach's Alpha B Composite Reliability (CR) CA
0,90 Competitive
Advantage
0,80
0,70 | -
’ 7
0,60 - % cu HP
/ Competitive
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Figure 2. Convergent validity results

3.3. Discriminant Validity

Discriminant validity ensures distinct measures for different variables (O'Leary-Kelly and Vokurka, 1998). It assesses
whether measurement items align with their intended constructs and should have square root AVE greater than inter-
variable correlations ((Gefen and Straub, 2005). Figure 3 shows that correlations among Competitive Advantage (CA),
Competitive Uncertainty (CU), Hotel Performance (HP), Technology Uncertainty (TU), and Market Uncertainty (MU) are
lower than their respective AVE values, affirming discriminant validity by demonstrating that items primarily load on their
intended variables. Recent advances introduced the Heterotrait-Monotrait Ratio of Correlations (HTMT) as a reliable
method for assessing discriminant validity (Henseler et al., 2015). Table 6 displays HTMT values below the threshold of
0.90, reinforcing the discriminant validity between constructs. These results affirm that the measurement model effectively
distinguishes between variables, bolstering the study's validity and reliability.

market Technology

uncertainty Uncertainty

Figure 3. Fornell and Larcker Criterion

Table 6. HTMT Criterion

Variables CA CU HP MU TU
CA

CuU 0.891

HP 0.475 0.447

MU 0.792 0.812 0.472

TU 0.688 0.627 0.554 0.735
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4. Structural Model

To evaluate the structural model, Partial Least Squares Structural Equation Modeling (PLS-SEM) was employed to
assess the model's goodness of fit (Hair Jr et al., 2014). Validity was assessed through variance explained (R2) and path
coefficients between constructs, as shown in Figure 4. A bootstrap analysis with 500 re-samplings, following Chin's
recommendation (1998), was conducted to determine the significance of path coefficients. Mean values were calculated for
each variable. To examine the mediating role of Competitive Advantage, this study used the approach developed by
Preacher and Hayes (2008), which is suitable for PLS-SEM due to its distribution-agnostic nature. The significance of the
indirect relationship between variables (a) and (b) was assessed to determine the mediating effect. It is worth noting that the
mediating effect between independent and dependent variables does not necessarily have to be significant in the absence of
the mediating variable. The significance of the paths was assessed using bootstrapping procedures.
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Figure 4. Structural model of the study

Bootstrapping is a nonparametric resampling method widely recognised as robust and effective for testing mediating
effects (Hayes, 2009; Zhao et al., 2010). The t-statistic value in bootstrapping was calculated using the provided formula. The
Smart PLS software automatically calculated the t-value for indirect effects, eliminating the need for manual calculation.

Table 7. Testing Hypothesis Result

Hyp. Path Beta SD error T Value P Values 5.00% 95.00% Result

H1 TU->CA->HP 0.065 0.028 2.314 0.011 0.022 0.118 Accepted
H2 MU -> CA -> HP 0.086 0.037 2.335 0.011 0.029 0.145 Accepted
H3 CU->CA->HP 0.142 0.032 4.402 0.000 0.095 0.202 Accepted

The results in Table 7 indicate that H1, H2, and H3 were accepted, supporting the mediating role of competitive
advantage in these relationships. In other words, competitive advantage significantly influenced these connections, and no
hypothesis involving competitive advantage as a mediator was rejected. In summary, competitive advantage was found to
play a significant role when serving as a mediator. The mediation relationships between technology uncertainty and hotel
performance, competitive uncertainty and hotel performance, and market uncertainty and hotel performance were
supported, with beta values of 0.065, 0.086, and 0.142, confirming H1, H2, and H3.

These findings underscore the vital role of competitive advantage in Saudi Arabian hotel organisations and their overall
performance. Competitive advantage affects service recovery prediction, organisational success, human resource
productivity, and sustainability. In highly competitive and dynamic environments, where adaptation is crucial, Saudi
Arabian hotel firms perceive changes as opportunities. This highlights the importance of actively responding to changes to
achieve performance, sustainability, and success in uncertain and competitive settings. Organisations with competitive
advantage can effectively navigate uncertainties, engage and empower employees, and maintain performance. These
findings align with prior research, such as Abolfazl and Mehrdad (2016), which showed that competitive advantage
significantly mediates the impact of organisational learning on organisational performance.
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CONCLUSION

This study examined the relationship between environmental uncertainty, competitive advantage, and hotel performance
in 1st, second, and third-star hotels in Saudi Arabia, focusing on the mediating role of competitive advantage. Data was
collected from five major regions in Saudi Arabia: Mecca, Medina, Eastern Border, Jazan, and Riyadh. The findings
revealed that competitive advantage significantly mediates the relationship between environmental uncertainty and hotel
performance. This suggests that hotel owners and managers must strive for and maintain a competitive advantage for hotels
to thrive in an uncertain environment by anticipating and adapting to market changes and dynamics.

The implications of this study are important for hotel owners and managers who can benefit from understanding the
significance of competitive advantage. They should actively work towards developing and sustaining their competitive
advantage by identifying their strengths and weaknesses and adjusting their operations and strategies accordingly.
Additionally, they should stay proactive in monitoring and responding to changing market trends and customer preferences.

In conclusion, this study provides valuable insights into the interplay of environmental uncertainty, competitive
advantage, and hotel performance in Saudi Arabia. By recognising the role of competitive advantage, hotel owners can
better prepare for and overcome the challenges posed by environmental uncertainty. Due to the COVID-19 pandemic,
data collection was challenging, and the study was conducted during a lockdown period. For future research, collecting
data during normal times is recommended to capture a more accurate representation of the hotel industry.

Moreover, the self-reported nature of the questionnaire introduces the possibility of bias, and it is suggested that
future studies consider using multiple respondents to mitigate bias. Furthermore, as most participants were from Makkah
and Madinah, the data may not fully represent the entire hotel industry in Saudi Arabia. Future studies should aim for a
more balanced representation of respondents across all hotel categories to understand the industry comprehensively.
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