< EnPress

Article

Journal of Infrastructure, Policy and Development 2024, 8(13), 7430.
https://doi.org/10.24294/jipd 7430

The relationship between innovation capability and profitability: The
mediating role of enterprise risk management in Amman Stock Exchange

(ASE)

Qais Yaser Saleh'”, Ebrahim Mansour?, Mohammad Yousef Altarawneh?®, Esam Emad Ghassab®

! Department of Accounting and Information Systems, University of Canterbury, Christchurch 8011, New Zealand

2 Department of Accounting, Business School, The Hashemite University, Zarga 13110, Jordan

3 Accounting Department, Business school, The World Islamic Sciences & Education University, Amman 11947, Jordan
* Corresponding author: Qais Yaser Saleh, qais.saleh@pg.canterbury.ac.nz

CITATION

Saleh QY, Mansour E, Altarawneh
MF, Ghassab EE (2024). The
relationship between innovation
capability and profitability: The
mediating role of enterprise risk
management in Amman Stock
Exchange (ASE), Policy and
Development. 8(13): 7430.
https://doi.org/10.24294/jipd 7430

ARTICLE INFO

Received: 25 June 2024
Accepted: 10 July 2024
Available online: 8 November 2024

COPYRIGHT

Abstract: In the face of growing competition, industrial and commercial firms need more
effective strategies to gain competitive advantages. This study investigates the role of
enterprise risk management (ERM) as a mediator in highlighting the significance of
innovation capability on profitability in industrial and commercial firms listed on the Amman
Stock Exchange (ASE). Data were collected from 244 respondents using a standardized
questionnaire and analyzed with SPSS software. The results indicate that the innovation
capability has an impact on profitability in industrial and commercial firms, as well as their
ERM practices. Additionally, ERM mediates the relationship between innovation capability
and profitability. Firms that adopt distinctive innovation strategies tend to maintain formal
ERM strategies, which in turn enhance market superiority and profitability. This research
offers some significant managerial ramifications that may be essential for business owners,
executives, and decision-makers involved in the development of firms.
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1. Introduction

In the business environment, the nexus between innovation and financial
success emerges as pivotal for organizational prosperity. In order to stay ahead,
businesses are embracing innovation not only to set themselves apart but also to
foster expansion and fortify their market standing (Saunila, 2020). Nevertheless, the
quest for innovation carries inherent risks (Broadstock et al., 2020; Vargo et al.,
2022), ushering in a spectrum of uncertainties spanning from market reception to
technological viability, which could potentially undermine the financial robustness
and equilibrium of the enterprise. Due to the diversity of opinions on innovation
management, there is no universal method to examine innovation capability, which is
often considered a multidimensional construct (Alblooshi et al., 2021; Shehzad et al.,
2022; Tsou and Chen, 2021). There are various definitions for the word “Innovation
Capability” Yodchai and Tran (2021), Zastempowski (2022) and Borah et al. (2022),
defined as the ability to regularly transform knowledge and concepts into new
products, processes, and systems for the benefit of the firm and its stakeholders.
Nowadays, the capacity of firms to develop their ideas is receiving an increasing
amount of attention. The majority of firms are predisposed toward enhancing their
innovation capability in order to gain access to innovative combinations of products,
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services, processes, manufacturing techniques, and individual roles (Goni and Van
Looy, 2022; Troise et al., 2022).

In the fast-paced and ever-evolving landscape of modern business, two critical
domains stand out as pillars of organizational success: innovation capability and
enterprise risk management (ERM) (Al-Nimer et al., 2021). Innovation fuels
progress, drives competitiveness, and propels businesses toward growth and
sustainability. Meanwhile, effective risk management safeguards against potential
threats, ensuring resilience and protecting against unforeseen disruptions (AlTaweel
and Al-Hawary, 2021). In the same context, firms typically employ competitive
techniques as a risk-reduction strategy to join a new market, and these strategies
serve as an important precursor to ERM strategies (Ali et al., 2021; Khan, 2022).
Additionally, the resource-based perspective considers ERM strategies as a resource
that boosts profitability (Girangwa et al., 2019). This perspective defines ERM
strategies as a firm’s capacity to use its resources efficiently to obtain a competitive
advantage and enhance profitability by minimizing losses (Troise et al., 2022). Thus,
to reduce risk and increase profitability, top management must align ERM strategies
with business strategy. ERM strategies are defined as a firm capability to use its
resources wisely to achieve a competitive edge and enhance performance by limiting
losses (Hanggraeni et al., 2019). Additionally, ERM strategies improve business
performance by utilizing time and resources to create a competitive edge in addition
to cost-effectively lowering risks (Ali et al., 2021; Ugoani, 2021). However, firms
face the challenge of balancing the necessity of innovation with the necessity of
protecting their bottom lines (Zameer et al., 2020). This delicate balance calls for a
strategic approach that seamlessly integrates risk management into the innovation
process. Here lies the pivotal role of ERM, which is a comprehensive framework
designed to identify, assess and mitigate risks across an organization’s operations.

This research aims to add to the body of knowledge on the performance of
Jordanian firms. While previous studies have investigated the innovation capabilities
of small and medium-sized firms, there remains a gap in the research concerning the
relationship between innovation capability and profitability. To the best of our
knowledge, this study is the first research to take into account the special relationship
between innovation capability and profitability through the mediating effect of ERM
in the Jordanian environment.

Industrial and commercial firms listed on the Amman Stock Exchange (ASE)
play a pivotal role in driving economic growth and development. These sectors are
instrumental in shaping the country’s industrial and commercial prowess, making
them vital components of the national economy. The selection of these two sectors
for a study on the relationship between innovation capability and profitability, with a
focus on the mediating role of enterprise risk management, is not only advantageous
but also necessary for several reasons.

First, industrial firms are the backbone of Jordan’s economic infrastructure,
contributing significantly to the country’s GDP and employment. These firms are
often at the forefront of adopting innovative technologies and practices, which are
essential for enhancing productivity and competitiveness in a global market. By
focusing on the industrial sector, the study can uncover critical insights into how
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innovation capabilities are harnessed to drive profitability and sustain long-term
growth.

Second, the commercial sector encompasses a wide range of businesses that are
integral to the daily economic activities in Jordan. These firms facilitate trade,
support consumer needs, and provide essential services that keep the economy
vibrant. The commercial sector’s ability to innovate is crucial for adapting to
changing market demands and improving service delivery. Understanding the
interplay between innovation and profitability in this sector can provide valuable
lessons for enhancing business performance and customer satisfaction.

Moreover, the necessity of choosing these sectors is underscored by the unique
challenges and opportunities they face in the Jordanian context. The industrial sector
often deals with issues such as resource scarcity, regulatory constraints, and the need
for technological advancement. In contrast, the commercial sector must navigate
market volatility, consumer behavior shifts, and competitive pressures. Examining
how enterprise risk management mediates the relationship between innovation and
profitability in these diverse sectors can offer a comprehensive view of the strategic
approaches needed to mitigate risks and capitalize on growth opportunities.

Our research provides a number of important contributions. First, this research
responds to call for further research and fills the gap in understanding the
relationship between innovation capability and financial performance (e.g.,
profitability) (Andersson et al., 2020; Mendoza-Silva, 2021; Rajapathirana and Hui,
2018). Specifically, this research contributes to the existing literature on industrial
and commercial firms by addressing the previously overlocked mediating role of
ERM between innovation ability and profitability. Thus, this research offers a new
perspective to fill this gap. Second, while numerous studies have examined the
relationship between ERM and profitability (Makmor et al., 2023; Nama and
Kanungo, 2023; Poon et al., 2022), few have focused specifically on industrial and
commercial sectors. This research provides targeted insights for these sectors,
enhancing the relevance and applicability of ERM strategies in these contexts. Third,
the significance of this research extends beyond theoretical elucidation, resonating
deeply with the practical realities faced by businesses operating within the ASE and
similar contexts characterized by emerging markets and dynamic economic
conditions. The ASE, as a pivotal hub of economic activity in the Middle East,
encapsulates the challenges and opportunities inherent in transitioning economies,
where innovation-driven growth is paramount for sustainable development.
Moreover, amidst the evolving regulatory landscape and increasing scrutiny on
corporate governance practices, the insights derived from this study hold particular
relevance for stakeholders within the ASE community, including policymakers,
executives, investors, and academics. Finally, by shedding light on the relationship
between innovation, profitability, and ERM, this research equips stakeholders with
the knowledge and tools necessary to enhance decision-making processes, optimize
resource allocation, and foster a culture of innovation-driven risk management
within firms.



Journal of Infrastructure, Policy and Development 2024, 8(13), 7430.

2. Literature review

This section includes subsections for the following contents, where subsection
2.1 presents the theoretical framework. Subsections from 2.2 to 2.5 present the
hypothesis development.

2.1. Theoretical background

This section explores the theoretical links between innovation capability, risk
management, and profitability, setting the stage for subsequent discussions on how
these elements interact to influence organizational success.

e Risk management

Risk, as defined by classical decision theory, is the probabilistic ambiguity of
outcomes resulting from a choice (Rehman and Anwar, 2019). Enterprise risk
management (ERM) plays a crucial role in mitigating these uncertainties. According
to Rehman and Anwar (2019), ERM enhances a firm’s ability to minimize losses,
stabilize earnings fluctuations, and increase return on equity and shareholder values.
Specifically, the volatility of profitability can be reduced by the appointment of chief
risk officers (CROs) (Li et al., 2022).

Key components of ERM include the independence of the ERM function, the
size of ERM resources, the determination of risk ownership, and the definition and
communication of roles (Pecina et al., 2022). ERM strategies enable organizations to
manage strategic, market, credit, and operational risks effectively (Shah et al., 2022).
Additionally, ERM involves identifying and analyzing both upside risks
(opportunities) and downside risks (unfavorable effects), with strategies for
mitigation or avoidance (Faedfar et al., 2022). Effective ERM reduces costs,
promotes optimal resource use, and supports sound investment decisions by
accurately assessing and managing risks and opportunities (Tobisova et al., 2022).
Consequently, ERM enhances resource efficiency and organizational
competitiveness (Lima Rua et al., 2022).

e Innovation capability

Innovation is both an expression of human inventiveness and a response to the
challenges posed by evolving economic and social contexts (Sharma et al., 2022). At
the macroeconomic level, innovation drives economic development and growth,
enhancing competitiveness and productivity (Mohamed et al., 2021). At the
microeconomic level, it adds value, boosts earnings, and provides a competitive edge
(Pan et al., 2021). The innovation process comprises ideation, development, and
execution. The resource-based view (RBV) of the firm emphasizes the importance of
internal resources and capabilities in driving innovation (Valaei et al., 2022). This
theory asserts that firms that possess resources that are valuable, rare, and hard to
imitate are in a strong position to innovate and develop sustainable competitive
advantages. These unique resources enable them to differentiate their products and
services, create efficiencies, and respond to market changes more effectively than
their competitors who lack such assets. This strategic edge fosters innovation,
allowing these firms to maintain a leadership position in their industries over the
long term (AlNuaimi et al., 2021).

e  Profitability
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Profitability measures a firm’s financial performance and is influenced by
factors such as revenue growth rate, cost structure, pricing strategy, competition, and
market conditions (Pervan et al., 2019). High profitability indicates financial health,
boosts investor confidence, and improves access to capital (Chabachib et al., 2020).
Common financial ratios used to evaluate profitability include gross profit margin,
net profit margin, return on assets (ROA), and return on equity (ROE) (Choiriyah et
al., 2020). These metrics help investors and analysts assess a firm’s performance and
growth potential (Putri and Rahyuda, 2020).

e Interconnections between innovation, risk management, and profitability

The interplay between innovation capability, risk management, and profitability
is intricate and significant. Effective risk management, particularly through ERM,
provides a stable foundation for innovation by minimizing uncertainties and potential
losses. This stability allows firms to allocate resources efficiently towards innovative
initiatives. In turn, successful innovation enhances profitability by creating new
value, improving competitive positioning, and driving revenue growth. Therefore, a
robust ERM framework supports continuous innovation, which ultimately leads to
sustained profitability and organizational success.

2.2. The relationship between innovation capability and profitability

This study expanded on earlier research by defining innovation capability as a
firm capacity to successfully develop a new concept, procedure, or item. This means
that firms need to innovate to achieve success. According to Heenkenda et al. (2022),
a firm must be inventive to survive in a dynamic environment in order to attain
profitability. Acciarini et al. (2022) emphasized that innovation is one of the key
factors in long-term business success because it helps a firm deal with the disruption
of the external environment. A firm with innovation capability will be better able to
take advantage of new goods than a firm without this competence. According to
Bahta et al. (2020), Xie et al. (2019), and Lestari et al. (2020), innovation capability
has a significant impact on financial performance. When firms possess innovation
capability, this ability enables them to develop a competitive advantage and achieve
profitability. The result by Su et al. (2022) revealed that process innovation, rather
than product innovation, has a bigger impact on organizational performance.
Additionally, mmanagement innovation shows a direct relationship with firm
management, organizational structure, and administrative procedures, and an indirect
relationship with core business operations (Giotis and Papadionysiou, 2022). The
innovation capability and profitability in Jordanian industrial firms are related (Saleh
and Al-Nimer, 2022). The process of applying innovation capability in businesses
begins with the stage of equipping staff members with the knowledge and skills that
are essential to feeling accountable and capable of growth and innovation. Thus,
launching a new product or service that distinguishes itself from the competition in
terms of quality helps to increase sales and enhance profitability.

According to Chummee (2022), innovation capability and profitability are
closely related, as innovation can drive profitability by creating new products,
processes, or services that meet customer needs and generate revenue. Innovation
capability involves creating a culture of innovation, investing in research and
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development, and utilizing the latest technologies and methodologies to stay ahead
of the competition (Konsti-Laakso et al., 2012). According to Isayas (2022),
profitability is the ability of an organization to generate profits or financial gains. It
is a critical aspect of business success and can be achieved through various means,
including cost reduction, increased revenue, and improved efficiency. Bathelt and Li
(2022) contend that rather than just focusing on value development to maximizes
corporate profits, small and medium-sized businesses would greatly benefit from
strategically orienting themselves toward innovation. A firm innovation capability
can be evaluated from several perspectives and at different levels (Kim and Jin,
2022). Innovations can potentially generate financial returns for firms. However,
innovation frequently requires a firm to make substantial investments that may take
considerable time to yield returns (Birch, 2022; Roberts and Schmid, 2022). While
some studies have shown negative (Puspita et al., 2020), most previous studies
(Maldonado-Guzman et al., 2019) documented a positive relationship between
innovation capabilities and business performance (i.e., profitability). Based on the
above explanation, this research proposes the hypothesis as follows:

HI1: There is a significant relationship (at a > 5%) between innovation
capability and profitability. The results showed that profitability is positively affected
by its innovation capability.

2.3. The relationship between innovation capability and enterprise risk
management

Understanding how innovation capability enhances enterprise risk management
is crucial in today’s rapidly evolving business environment (Bogodistov and
Wohlgemuth, 2017). Innovation capability, which encompasses a firm’s ability to
develop new ideas, processes, and products, plays a significant role in identifying
and mitigating emerging risks (Kwak et al., 2018). Whereas, innovation capability
enables firms to identify emerging risks early. By fostering a culture of continuous
improvement and vigilance, organizations can spot potential threats before they
materialize (Bogodistov and Wohlgemuth, 2017). This proactive approach allows for
the development of strategies to mitigate risks effectively.

Moreover, the ability to respond swiftly to identified risks is greatly enhanced
by innovation capability (Rajapathirana and Hui, 2018). Firms with strong
innovation capabilities can quickly adapt their processes and strategies to address
new challenges (Zahra et al., 2006). This agility is essential in minimizing the impact
of unforeseen events and maintaining operational stability. In addition, promoting a
culture of risk awareness is another key benefit of innovation capability (Tikas and
Akhilesh, 2017). When innovation is embedded in a firm’s culture, employees are
more likely to be attuned to potential risks and take proactive steps to manage them
(Wallace et al., 2016). This collective vigilance helps create a resilient organization
capable of withstanding various threats.

Innovation, as described by Bunjak et al. (2022), is the introduction of novel
ideas, practices, or phenomena. Innovation capability, according to Purwati et al.
(2021) and Iranmanesh et al. (2021), refers to a firm’s ability to leverage technology
to develop new systems, policies, programs, goods, processes, devices, or services.
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Lam et al. (2021) highlight that a crucial aspect of this capability is the acquisition
and application of external knowledge to generate new insights. Raddats et al. (2022)
note that manufacturers emphasize incremental improvements across products,
processes, and services, reflecting the multidimensional nature of innovation. Vargo
et al. (2022) add that innovation includes modifying products, processes, services,
organizational systems, and marketing systems to add value for customers. Ozdemir
et al. (2022) emphasize that technical and managerial innovations form the core of
innovation capability, with technical advances encompassing products, marketing,
services, and the technologies used to create, sell, or deliver them (Elshaer and
Marzouk, 2022; Su et al., 2022).

Williams et al. (2021) acknowledge that innovation inherently involves
uncertainties and risks. Exploring new territories, experimenting with novel
technologies, and pursuing disruptive ideas expose organizations to various potential
pitfalls, including market volatility, regulatory challenges, technological
obsolescence, and reputational damage (Saleh and Al-Nimer, 2022). Therefore, firms
must balance the need for innovation with effective risk management. This balance
underscores the interdependence between innovation capability and enterprise risk
management (ERM), as innovation requires a robust risk management framework,
and effective risk management fosters an environment conducive to innovation
(Mizrak, 2023).

ERM plays a critical role in enhancing the effectiveness of new product
innovations for business sustainability (Hanaysha et al., 2021; Le et al., 2020;
Naruetharadhol et al., 2021). Strategies involving technology, organization,
marketing, and commercialization are essential for successfully bringing new
products to market and competing effectively. Kowalkowski et al. (2017) report that
only 60% of new products are profitable, highlighting the importance of ERM in
reducing negative impacts and maximizing positive outcomes. Product managers
must consider acceptable risk levels when developing innovation strategies (Peykani
et al., 2022). ERM also aims to prevent crises and predict outcomes (Membré and
Boué, 2018). According to Pinem and Augustine (2019), integrating product
innovation with ERM significantly enhances firm value. ERM identifies
opportunities and risks that can impact a firm’s growth potential, viewing risk as a
source of commercial opportunity. Effective ERM supports strategic execution by
improving new products, thereby increasing firm value. The primary goal of risk
management is to mitigate negative impacts and enhance positive influences in
product development (Landi et al., 2022). Empirical studies by Al-Nimer et al.
(2021) and Monazzam and Crawford (2024) show a positive relationship between
entrepreneurial risk management and innovation capability.

Based on the above discussion, this research proposes the hypothesis as follows:

H2: There is a significant relationship at (a < 5%) between innovation
capability and enterprise risk management. The results show that the innovation
capability positively affects enterprise risk management.
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2.4. The relationship between enterprise risk management and
profitability

ERM helps organizations reduce all forms of risk and helps firms obtain
expected profits (Qin et al., 2022). Saeidi et al. (2021) described ERM as the process
of managing risk associated with a firm’s operations to maximize opportunities and
minimize risks, rather than attempting to eliminate risk entirely. The effectiveness,
profitability, and financial performance of the business organization are frequently
significantly impacted by these risks (Gangi et al., 2020). Accordingly, the essence of
the ERM framework in the organization is to recognize the interrelationships among
risks and how these risks are treated across all business activities. ERM is being
applied in order to increase shareholder value and strike a balance between firm
performance and risk management. A business might be able to stick to its goals and
business plan in the face of financial complexity if it can achieve the right balance.
According to Makmor et al. (2023), ERM is the process of gathering and integrating
all kinds of risks using risk-based tools to mitigate and manage those risks. This
process includes communicating risk information to management, enabling them to
make informed decisions. Achieving profitability in firms requires determining the
effectiveness of resources allocated to tangible and intangible assets, such as ERM,
to create sustainable future contracts (Nama and Kanungo, 2023).

The empirical evidence reported by many previous studies showed a positive
relationship between ERM strategies and business performance. For instance, Qing
et al. (2022) explored the relationship between business performance and ERM
strategies by comparing businesses that implement ERM techniques with those that
do not. Their findings indicated that organizations with more ERM strategies exhibit
superior operational performance. Similarly, Poon et al. (2022) investigated the
impact of ERM on Malaysian listed firms and concluded that ERM positively affects
performance, thereby enhancing shareholder value and overall business success.
Additionally, Siddiqui et al. (2022) focused on the impact of ERM strategies on the
performance of small and medium-sized businesses, noting that ERM strategies
significantly benefit business performance. Based on the above discussion, this
research proposes the hypothesis as follows:

H3: There is a significant relationship at (o < 5%) between enterprise risk
management and profitability. The results show that ERM has positive effects on
profitability.

2.5. The mediating effect of the use of enterprise risk management on the
relationship between innovation capability and profitability

More efficient corporate strategies are needed to gain a competitive edge due to
the increasing competition (Zameer et al., 2020). According to Ricardianto et al.
(2023), ERM and corporate success are significantly impacted by innovation
strategy. ERM also mediates the link between innovation capability and firm
performance to some extent. According to Azeem et al. (2021), businesses with
distinctive innovation strategies implement formal ERM practices, which in turn
promote superior performance in the market. Innovation capability is crucial for
enhancing organizational and financial performance, according to AlTaweel and Al-
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Hawary (2021). As a result, senior managers received a set of recommendations on
how to support organizational activities that foster the creation of unique products
and services. These recommendations aim to align with creating customer desires
and implementing contemporary business models that encourage teamwork and
adoption of innovative ideas. Financial success is significantly impacted by ERM
strategies, according to Al-Nimer et al. (2021).

ERM refers to the integrated approach taken by organizations to identify, assess,
and mitigate risks across all aspects of their operations (Olaniyi et al., 2023). By
systematically addressing risks, organizations can safeguard their assets, optimize
resource allocation, and enhance decision-making processes (Mizrak, 2023).
Moreover, ERM enables organizations to seize strategic opportunities while
minimizing potential threats, thereby fostering a conducive environment for
innovation (Do et al., 2022). On one hand, a robust ERM framework can facilitate
the effective implementation of innovative initiatives by providing a structured
approach to risk assessment and mitigation (Fatonah and Haryanto, 2022). By
identifying and addressing potential barriers and uncertainties associated with
innovation, ERM enhances organizational resilience and agility, thus enabling
smoother execution of innovative strategies. Furthermore, ERM can directly impact
profitability by mitigating the negative consequences of risks that may arise from
innovation efforts (Shad et al., 2019). Innovation inherently involves uncertainty and
risk, ranging from market acceptance of new products to technological disruptions
and regulatory compliance challenges (Yaser Saleh et al., 2023). Effective risk
management practices can help organizations navigate these uncertainties more
effectively, minimizing the likelihood of costly failures and maximizing the returns
on their innovation investments.

Fntupl ise Risk
Management

Innovation

Capability J ¢ (With ERM)
¢’ (Without ERM)

~ Profitability

Figure 1. Research model of innovation capability, profitability and enterprise risk
management.

The majority of previous studies have predominantly shown a positive impact
of ERM on financial performance. For example, Henschel and Lantzsch (2022)
documented a robust relationship between the implementation of ERM and financial
success indicators within the industrial sector. ERM significantly affects a firm
ability to compete and its performance (Fatonah and Haryanto, 2022). Ghardallou
(2022) asserts a connection between a firm financial performance and the level of
financial risk disclosure. Recently, Alshurideh et al. (2022) provided evidence of the
efficacy of ERM and its impact on business performance. ERM strategies serve as an
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intangible resource that significantly improves a firm’s performance (Bailey, 2022).
Accordingly, Figure 1 illustrates this relationship.

H4: There is a significant mediating role of enterprise risk management at (o <
5%) on the relationship between innovation capability and profitability.

3. Research methodology

3.1. Research design

The research uses a quantitative cross-sectional survey approach to examine the
formulated hypotheses that are grounded in positivist philosophy and an ontological
orientation of objectivism. This particular design was chosen since the research data
may be objectively tested for validity and reliability.

3.2. Sampling and data collection procedures

One of the major stock exchanges in the Arab world where securities are
exchanged is the ASE. Additionally, it offers the right setting for ensuring the
interaction of the supply and demand for securities and laying the groundwork for
open and honest trading. The ASE is responsible for developing the rules of
professional conduct, creating reports that detail all exchange activities, and
providing the systems required for executing and managing the exchange process.
The questionnaire was designed to target all administrative managers within both the
industrial and commercial sectors. To ensure comprehensive coverage, we utilized
the official websites of firms listed on the ASE. These websites are a reliable source
of contact information, including email addresses for administrative managers and
other relevant personnel. This approach was chosen to maximize the response rate
and ensure the reliability and relevance of the data collected. By directly contacting
administrative managers through their listed email addresses, we aimed to gather
valuable insights from key decision-makers within these organizations. In 2023, the
ASE listed 41 industrial firms and 29 commercial firms. This information is part of
the broader data on the number of listed firms across different sectors on the ASE.
(ASE, 2023; Jordannews, 2023). The questionnaire was sent to all administrative
managers in all administrative departments, at a rate of 11 questionnaires for each
firm.

An electronic self-report questionnaire created with Google Forms was used to
collect the data from administrative staff systematically and randomly selected from
a sampling frame of the industrial and commercial firms listed on the ASE. To
ensure the protection of participants’ rights and security, ethics approval was
obtained. Specifically, this phase involved expert arbitrators, who provided feedback
on the tool. Additionally, verbal consent was obtained from all participants. A total
of 800 questionnaires were sent between 14 January and 23 March 2023, and (244)
usable responses were returned with a response rate of (30.5%). This response rate
was deemed sufficient given the nature of ASE and the often-poor response rates
associated with mail surveys. After cleaning the data, (224) questionnaires were
valid for statistical analysis. This sample was considered appropriate where

10
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according to Siddiqui (2013), the sample size for multivariate statistical analysis
should range from 200 to 500 samples.

3.3. Research instrument

One of the most popular methods for gathering information for social and
management studies is the questionnaire (Holtom et al., 2022; Ruslin et al., 2022).
Three sections make up the questionnaire that was used for the current research. Age,
educational background, years of experience in the respondents’ present line of work,
and administrative level were the personal characteristics of the respondents that
were the focus of the first section’s data collection.

The independent variable innovation capability was measured with (11) items
based on early work by Lin (2010) and Saleh and Al-Nimer (2022). Employing the
work of Rehman and Anwar (2019) and Sacidi et al. (2019), the mediating variable
ERM was measured using (7) items. Finally, the dependent variable profitability was
measured using (7) items based on early work by Abdoli Bidhandi and
Valmohammadi (2017) and Saleh and Al-Nimer (2022). See Appendix (survey
questionnaire) for more details.

The questionnaire included close-ended types of questions. Using closed-ended
questions has the advantage of providing the researcher with filtered data. According
to Etikan and Bala (2017), filtered data is preferred over other types of data because
it avoids the researcher from having to remove unfavorable, undesired, or inaccurate
responses from the data. Scales are used to express how significantly an individual
participant deviates from the group in terms of the main research variable. On a five-
point scale ranging from 1 = strongly disagree to 5 = strongly agree. In earlier
research, five-point scales were employed, and it was demonstrated that their
reliability was higher than that of other measures (Chyung et al., 2017).

3.4. Data analysis procedures

First, using the analytical tool of the statistical package for social sciences
(IBM-SPSS) version (26), a frequency analysis for the demographic variables and a
descriptive analysis for the questionnaire items were conducted. The validity and
reliability of the items were evaluated using the exploratory factor analysis. Multiple
regression analyses were subsequently employed to investigate the causal
relationships. When innovation capability is regressed on ERM, the initial linear
regression occurs (a). When the ERM is regressed to profitability, a second linear
regression occurs (b). The innovation capability is regressed on profitability to
complete the third linear regression (¢ and ¢”). The research model is depicted in
Figure 1 above, which shows the theoretical associations between innovation
capability as the independent variable, profitability as the dependent variable, and
ERM as the mediating variable. All regressions must be significant for mediation to
occur. The mediating impact of ERM was examined using Andrew F. Hayes’ SPSS
macros software (PROCESS v3.3) (Hayes and Rockwood, 2020). PROCESS was
used over Structural Equation Modelling (SEM) because process offers flexibility,
interpretability, specificity of analysis, and ease of use, it is favored for research that
focusing on specific mediation or moderation effects within a more straightforward

11



Journal of Infrastructure, Policy and Development 2024, 8(13), 7430.

model. For all two-tailed tests, a p-value of 0.05 was regarded as statistically
significant.

4. Results
4.1. Sample characteristics

Table 1. Profile of respondents (n = 224).

Variable Std. Dev Frequency %
Age 0.735

Less than 35 years 103 46.0
35-50 years 84 37.5
Over 50 years 37 16.5
Academic qualification 0.684

Diploma 31 13.8
Bachelor’s degree 147 65.6
Master’s 36 16.1
PhD 10 4.5
Years of experience 0.720

Less than 10 years 120 53.6
10-20 years 73 32.6
Over 20 years 31 13.8
Administrative level 1.297

General manager 22 9.8
Financial manager 21 9.4
Chief accountant 53 23.7
Internal auditor 54 24.1
Accountant 74 33.0
Main business activity 0.500

Industrial 118 52.7
Commercial 106 473
No. of employees 0.91011

Less than 100 98 43.8
100-200 71 31.7
200-300 43 19.2
Over 300 12 5.4
Age of firm 1.064

Less than 5 years 46 20.5
5-10 years 54 24.1
15-20 years 71 31.7
Over 20 years 53 23.7

The demographic distribution of respondents is shown in Table 1. In terms of
age groupings, 46% of respondents were less than 35 years old. According to the
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academic qualification, 16.1% of them have a master’s degree, while 65.6% have a
bachelor. Of those polled, 53.6% had less than 10 years of experience which
included 120 workers. Among them, 33% were accountants, 24.1% were internal
auditors and 23.7 were chief accountants. The participants came from different
business activities: 52.7% of the participants were from industrial firms and 47.3%
were from commercial firms. Among these firms, 43.8% had less than 100
employees while only 5.4% had over 300 employees. Finally, for the age of these
firms, 31.7% were from 15 to 20 years, which makes up a larger portion of the data.

4.2. Reliability and validity

Table 2. Exploratory factor analysis results™*.

Item Factors loadings Eigenvalue Cronbach’s alpha
INN1 0.731

INN2 0.624

INN3 0.674

INN4 0.731

INN5 0.698

INN6 0.653 11.241 0.924
INN7 0.741

INNS 0.713

INN9 0.693

INN10 0.584

INN11 0.701

ERM1 0.721

ERM2 0.737

ERM3 0.787

ERM4 0.744 2.249 0.925
ERMS 0.630

ERM6 0.795

ERM7 0.738

P1 0.501

P2 0.719

P3 0.703

P4 0.567 1.964 0.875
P5 0.780

P6 0.764

P7 0.732

Kaiser-Meyer-Olkin Measure of Sampling Adequacy: 0.820
Bartlett’s Test of Sphericity Approx. Chi-Square (Sig.): 5914.213 (0.000)
Total Variance Explained: 61.814

*: INN: Innovation capability, ERM: Enterprise risk management, P: Profitability.
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The instruments used in this research were created based on previous research
and reliability testing. To make some of the used questions more applicable to the
research goal, some of them were changed. Consequently, the validity and reliability
tests were conducted. The research instrument’s face validity was evaluated through
pilot research with managers from the ASE and five academics from the accounting
department in Jordan, who examined the questionnaire’s relevance and suitability for
achieving the research goals and provided face validity evidence. Exploratory factor
analysis (EFA) was used to assess the components’ validity. The variables were
validated using principal component analysis (PCA) using Varimax and Kaiser
Normalization Rotation technique. The data’s acceptability was assessed using the
Bartlett’s Test of Sphericity and the Kaiser-Meyer-Olkin (KMO) measure of sample
adequacy. Bartlett’s Test of Sphericity must be significant and the KMO must be
greater than 0.50 (Shrestha, 2021). The EFA results show that the research items
were heavily influenced by three variables, which account for 61.8% of the total
variation and offer empirical support for the literature on research constructs. The
varimax rotated PCA applied has resulted in three constructs that explained 61.814%
of the variance. High correlation exists between the variables inside a single
component known as convergent validity. It is ideal to have loadings more than 0.5
and average variance extracted greater than 0.5 for each factor, regardless of sample
size (Hair et al., 2010). All factor loadings were more than 0.5 and the calculated
average variance extracted for each variable was almost above 0.5. Finally, and the
index of KMO was 0.820, p = 0.000, and all factor loadings were more than 0.5
indicating that factor analysis is a suitable method for assessing the data. based on
eigenvalues greater than 1 and as displayed in Table 2.

The Cronbach alpha coefficient was utilized in the reliability test (Cooper and
Schindler, 2014). When an instrument is used frequently on various items, in various
locations, and at various times, its reliability can be tested. The reliability level might
be considered strong and good if the result was close to one, meaning that the
Cronbach alpha value should be greater than 0.60. The research findings showed that
all of the variables were included in the category of good reliability, with values of
0.924 for innovation capability, 0.925 for ERM, and 0.875 for profitability.

4.3. Descriptive statistic

The statistical analysis results of mean, standard deviation, skewness, and
kurtosis of the variables based on the respondent answer were demonstrated in Table
3. The average score of respondents’ answers for the innovation capability variable
was in the high category M = 3.88, SD = 0.692. The firms used innovative order
management and follow-up tools, along with imported cutting-edge pre- or post-sale
support strategies, to raise client satisfaction to a high level 4.04. However, the firms
used cutting-edge incentive programs at a moderate level 3.66. The mean value for
the ERM was in the high category M = 3.98, SD = 0.749 and all items that measured
it have their mean values above 3.92. The item that was agreed upon by the largest
number of respondents was that the firm had a procedure in place for dealing with
significant risks that might compromise the ability to accomplish the strategic goals
4.06. The average score of respondents’ answers for the innovation capability

14



Journal of Infrastructure, Policy and Development 2024, 8(13), 7430.

variable was in the high category M = 3.88, SD = 0.692. The respondents’ responses
on the profitability variable had an average score that fell into the high range M =
3.96, SD = 0.654. The highest mean value according to the results was for making
cost reduction a priority right away helps the firm succeed and be profitable 4.07.
While the least mean value was 3.86 the firm has an innovation strategy that
contributes to the production of new competitive products in the market. The table
also shows that data are normal as none of the items has skewness and kurtosis
values greater than + 3 as recommended by Cain et al. (2017).

Table 3. Descriptive statistics for research variables™.

Item  Statements Mean lS)tedV Skewness Kurtosis
Innovation capability 3.88 0.692 —0.925 1.834
INN1  Your firm introduces novel products. 3.71 0.976 —0.401 -0.310
INN2  Numerous product categories are expanded by your firm. 3.79 0.895 —0.948 1.408
INN3  New product development is something that your firm does to get trademarks. 4.00 0.850 —1.115 2.330
INN4  Your firm employs innovative operational strategies. 3.83 0.946 —0.713 0.531
INN5  In your firm, innovation is shunned as risky and disregarded. 3.85 0.975 —0.812 0.722
INN6  Over the past five years, we have introduced more novel products. 3.90 0.925 -1.031 1.567
INN7  Modern real-time process control technology is used by your firm. 3.94 0.899 —0.894 1.275
INN8  Your firm uses cutting-edge incentive programs. 3.66 1.003 —0.462 —0.196
INN9  Your firm introduces cutting-edge marketing strategies to consumers. 3.95 0.882 —0.964 1.592
INNI10 Innovative order management and follow-up tools are used by your firm. 4.04 0.846 —1.188 2.577
INNI11 Your firm imports cutting-edge pre- or post-sale support strategies to raise client satisfaction.  4.04 0.870 —0.945 1.482
Enterprise risk management 3.98 0.749 -0.961 1.234
ERMI ;((())llllrr ;)rilﬁt;lii a;1 g;gg::;iltll;}ei gﬂl gal?rc; ;‘;)ircdgeg;ilr;g with significant risks that might compromise 406 0881 —1.075 1687
ERM2 Major risks and possibilities are identified using established standards. 4.01 0.933 —1.089 1.397
ERM3 The analysis is used to determine how risks and opportunities should be handled. 3.97 0.908 —1.035 1.493
ERM4 For implementing risk-reduction measures, we have established standard processes. 3.96 0.841 —0.663 0.499
ERMS5 For the board of directors and top management, we routinely produce risk reports. 4.00 0.906 —1.050 1.556
ERM6 E;)‘r/ ;rsatzlfl?ag} (tlh(fpi\r/;)tliuntéo;rgg ;(deli/r:;li: slr;(i ftjle implementation of risk-reducing measures, we 300 0960 —1.073 1334
ERM7 Your organization’s culture includes risk management. 3.92 0.890 —0.805 0.831
Profitability 3.96 0.654 -1.221 2.498
P1 To make a profit, the focus is on providing clients with proper and sufficient follow-up. 4.05 0.861 —0.826 0.848
P2 Making cost reduction a priority right away helps the company succeed and be profitable. 4.07 0.844 —1.356 3.083
P3 rTel;ieasi)éliirtl};oor;c;?;Tny management to choose a marketing strategy is improved through 399 0.850 —0.860 1297
P4 Your company does not have any funding for the training and retraining of salespeople. 3.97 0.825 —1.158 2.483
Ps I/)\rggf;nglei:t;}lstomer relationship can help your business increase its financial success and 396 0872 —1.183 2354
P6 Value-added strategies and customer benefits are essential to profit planning and financial 336 0890 —0.956 1.406
success.
P7 anli; gg?;\?:r;iol:izfcﬁgigl?ﬁgi;zﬂ estt.rategy that contributes to the production of new 384 0907 —0.958 1388
*: INN: Innovation Capability, ERM: Enterprise risk management, P: Profitability.
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4.4. Hypotheses testing

Regression analysis was used to test the relationship between ERM and
profitability (H1). The regression analysis result in Table 4 indicates that ERM
positively influences profitability in Jordanian firms at the 5% significance level.
With F of 119.134 and R* of 34.9%, implying that ERM explains 34.9% of the
variation in the P in ASE. Accordingly, the regression equation is (P = 1.914 +
0.515 (ERM)). This finding supports H3. The outcomes of the four steps of the
mediation process are displayed in Table 5. Step 1 shows that R?> = 0.402, indicating
that innovation capability can account for 40.2% of the total variation in ERM, with
a p-value less than 0.05. According to the coefficient of innovation capability, which
is 0.6872, an increase in innovation capability by one unit is predicted to result in a
0.6872 unit increase in ERM. With ¢ = 12.2162, p = 0.000, innovation capability
makes a significant contribution to the model. Accordingly, the regression equation is
(ERM = 1.3103 + 0.6872 (INN)). This finding supports H2. Step 2 shows that
innovation capability has a positive significant effect on profitability ( = 10.2046; p
< 0.05). These results indicate that the higher the level of innovation capability in
ASE the higher the P of Jordanian firms. The value of the coefficient of
determination of (R* = 0.3193) shows that innovation capability can explain the
variance of profitability by 31.93%. Accordingly, the regression equation is: (P =
1.8903 + 0.534 (INN)). This finding supports H1. Step 3 demonstrates that ERM is
highly correlated with profitability in context of innovative capabilities with a
coefficient = 0.3393, ¢ = 5.8228, p < 0.05, and F' = 76.7368. The regression equation
here is: (P = 1.4457 + 0.3009 (INN) + 0.3393 (ERM)). Step 4 illustrates how
innovation capability affects profitability directly and indirectly through ERM. The
total impact of innovation capability direct and indirect effects was measured as
0.534 on profitability. The direct effect of innovation capability on profitability was
computed as 0.3009 when ERM was included in the model. The indirect effect was
assessed in order to determine how much of the relationship between innovation
capability and profitability had been mediated. The indirect mediation effect results
of 0.2331 are significant because there is no zero value between the upper and lower
boot values of the confidence interval. This finding supports H4. Figure 2 represents
these results.

Table 4. Regression analysis for the relationship between ERM and P*.

Model Unstandardized coefficients (B) Std. Error Standardized coefficients 7T Sig.

Constant 1.914 0.191 10.013 0.000
ERM 0515 0.047 0.591 10.915 0.000
F=119.134

Sig. =0.000

R=0.591

R?=0.349

* Dependent Variable: P, INN: Innovation Capability, ERM: Enterprise risk management, P:
Profitability.
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Table 5. Mediation analysis using Hayes process v3.3 macro (in SPSS)*.

Model:4 X: INN

Y:P M: ERM

Model summary Outcome variable: ERM

R R-sq F P

0.6340 0.4020 149.2349 0.0000
Step 1 Model Coeff T p

Constant 1.3103 5.9068 0.0000

INN 0.6872 12.2162 0.0000

Model summary Outcome variable: P

R R-sq F P

0.5651 0.3193 104.1338 0.0000
Step 2 Model Coeff T p

Constant 1.8903 9.1599 0.0000

INN 0.5340 10.2046 0.0000

Model summary Outcome variable: P

R R-sq F P

0.6402 0.4098 76.7368 0.0000
Step 3 Model Coeff T p

Constant 1.4457 6.9785 0.0000

INN 0.3009 4.7641 0.0000

ERM 0.3393 5.8228 0.0000

Total effect of X on Y

Effect T p

0.5340 10.2046 0.0000
Direct effect of X on Y

Step 4 Effect T p

0.3009 4.7641 0.0000
Indirect effect(s) of X on Y:

Effect BootLLClI BootULCI
ERM 0.2331 0.1416 0.3413

* 95.0000 percent confidence level for all output confidence intervals.
5000 bootstrap samples were used to calculate the percentile bootstrap confidence intervals.
INN: Innovation Capability, ERM: Enterprise risk management, P: Profitability.

Enterprise Risk
Management

b=0.3393

Innovation
Capability

Profitability
¢ =0.5340
¢’=0.3009

Figure 2. Path analysis results.
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As well, Table 6 summarized the correlation between the study variables to
provide a comprehensive understanding of the relationships in the study. Where the
magnitude of the correlation represents the strength of the relationship and the sign
(+ or —) represents the direction of the relationship. The correlation between (INN «»
ERM), (INN < P), and (ERM <« P) was positive and strong with amount of 0.634,
0.565, and 0.591 respectively.

Table 6. Summary of correlation values.

ERM P
Pearson correlation 0.634 0.565
INN
Sig. (2-tailed) 0.000 0.000
Pearson correlation 0.591
ERM
Sig. (2-tailed) 0.000

5. Discussion

The aim of this study was to determine how ERM mediated the relationship
between innovation capabilities and profitability in industrial and commercial firms
listed on the ASE. The study uses a quantitative cross-sectional survey approach to
examine the formulated hypotheses. And the administrative staff in the firms listed
on the ASE represent the research population.

First, the findings showed that the profitability of industrial and commercial
firms is significantly impacted by innovation capability. In line with prior studies,
Rajapathirana and Hui (2018) demonstrated that innovation capability enables
efficient use of resources, leading to higher profitability. Furthermore, Heenkenda et
al. (2022) revealed that the innovation capability significantly affects profitability.
Accordingly, we claim that firms with special innovation capabilities have high
market profitability based on empirical evidence.

Second, we discovered that innovation capability significantly affects ERM.
Similar findings were made by Pinem and Augustine (2019), who identified a strong
correlation between innovation capability and ERM, as these two objectives are
frequently the top priorities for businesses. According to Peykani et al. (2022),
innovation capability and ERM are two critical components of firm success.
Kowalkowski et al. (2017) found that innovation capability refers to an
organization’s ability to create and develop new products, services, processes, or
business models that meet the needs of its customers and drive growth.
Subsequently, the relationship between innovation capability and ERM is
bidirectional. firms with strong innovation capabilities need to be mindful of the
risks associated with introducing new products or services, while firms with strong
ERM strategies can foster an environment that promotes innovation and creativity
while minimizing potential risks.

Third, the findings showed that ERM has positive effects on profitability, which
is in line with those of Qin et al. (2022). ERM strategies are critical to achieving
profitability, it is therefore highly recommended that organizations create original
plans to put them into action. According to Siddiqui et al. (2022), effective ERM
helps organizations make better-informed decisions. By having a more complete
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understanding of the risks and opportunities that face the organization, decision-
makers can make more strategic choices about where to allocate resources and how
to pursue growth opportunities. This helps to increase profitability by focusing
resources on areas with the highest return potential. According to Qing et al. (2022),
effective ERM help in building trust with stakeholder which can contribute to
improved profitability over the long term. Subsequently, ERM and profitability are
closely related in the sense that effective ERM can help to improve profitability.
ERM entails discovering, assessing, and controlling risks that may have an impact on
an organization’s capacity to meet its goals. Organizations can reduce the likelihood
and impact of undesirable events while also seizing opportunities to create value.

Finally, our results found that ERM works s as a mediator between innovation
capability and profitability in industrial and commercial firms. According to
AlTaweel and Al-Hawary (2021), there is no doubt that both ERM and innovation
capability significantly influence the profitability of commercial and industrial firms.
They also implied that the link is mediated by ERM. As a result, we were able to
demonstrate that, although ERM serves as a mediator, innovation capability has an
impact on profitability in both industrial and commercial firms. ERM strategies must
be innovation capability rather than rely on general practice to take into account new
ideas, as was previously noted. For instance, the empirical data from Fatonah and
Haryanto (2022) demonstrates a substantial positive association between ERM
strategies and a firm innovation capability and profitability. According to our
opinion, formal and efficient ERM strategies, which can ultimately result in higher
profitability, depend on deliberate action by top management.

6. Contributions and implications

This research contributes to the existing literature in the field of industrial and
commercial firms, innovation capability, risk management, and profitability. For
example, this research examined the mediating role of ERM between innovation
capability and profitability in industrial and commercial firms, which was ignored in
previous studies. Furthermore, a number of studies have examined the connection
between ERM and profitability (Makmor et al., 2023; Nama and Kanungo, 2023;
Poon et al., 2022), few have focused on industrial and commercial enterprises in
these nations. This research can help top management to set up internal procedures to
lessen the anxiety brought on by risk-related failure fears. Undoubtedly, small
businesses have more difficulty acquiring resources than large businesses (Sen et al.,
2023). Small businesses can therefore improve internal and departmental processes
(using an innovative and risk-taking strategy) to generate high profit. The findings
specifically highlight the importance of internal business characteristics, such as
ERM and innovation potential, in influencing profitability. Additionally, this
research made the case that the ERM and profitability of industrial and commercial
firms listed on the ASE are significantly impacted by innovation capability. The
results of this research are equally applicable to other middle eastern economies
because Jordan has many characteristics in common with other nations. Furthermore,
our conclusions are supported by fresh empirical data that can increase the likelihood
that newly founded businesses will survive.
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7. Limitations and future research

Data were gathered from administrative staff members who might not be
objective using self-reported Likert scales. Further studies could explore the
relationship between each risk and innovation since this research did not cover every
type of risk (risk identification, risk measurement, risk mitigation, risk monitoring,
and risk reporting). Additionally, this research included firms that are listed on the
ASE. By doing comparison research between developed and emerging economies, it
can be strengthened. The research highlights the significance of having robust ERM
practices in place within firms. Policy makers can emphasize the importance of
implementing effective risk management frameworks to mitigate potential risks
associated with innovation endeavors. Moreover, firms need to recognize the
interconnectedness between innovation and risk management. Policy makers can
encourage firms to integrate risk management strategies into their innovation
processes to ensure that risks are identified, assessed, and managed effectively
throughout the innovation lifecycle. Also, the research implies that effective risk
management can contribute to enhanced profitability. Firms should invest in
developing comprehensive risk management strategies that not only mitigate
potential risks but also facilitate and support innovation initiatives, ultimately
leading to improved financial performance.

8. Conclusion

This research examined the impact of innovation capability on profitability in
industrial and commercial firms listed on the ASE with an intermediary role for
ERM. Data were collected through self-reported questionnaires using a sample of
244, The results indicate that the innovation capability contributes positively to the
profitability of the industrial and commercial firms listed on the ASE. Likewise, the
innovation capability has a significant impact on ERM. Additionally, ERM mediates
the link between industrial and commercial firms listed on the ASE innovation
capability and profitability. In order to increase profitability and financial
performance, owners and managers are encouraged to pay particular attention to
innovation and ERM strategies.
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Appendix

Survey questionnaire:
The relationship between innovation capability and profitability: the mediating role of enterprise risk
management in Amman Stock Exchange (ASE).
e  Part One—Information about the person who will answer this questionnaire.
1) Age:
[0 Less than 35 years old
[l 35-50yearsold
[0 Over 50 years old
2) Academic qualification:

[0  Diploma

[0 Bachelor’s degree
[0 Master's

[l PhD

3) years of experience in the current field of work:
[l Lessthan 10 years
0 10-20 years
[1  More than 20 years
4)  Administrative level:
General Manager
Financial Manager
Chief Accountant
Internal auditor
71 Accountant
e  Part Two—Company Profile.
1) What is the main business activity of the company?
(1 Industrial
71 Commercial
2) How many employees does the company have?
71 Less than 150
Between 151 and 299
Between 300 and 499
Between 500 and 749
Between 750 and 849
Between 850 and 1000
Over 1000
3) How old is the company?
[1  Lessthan 5 years
[1  Between 6 and 12 years
0 Between 13 and 20 years
[J  Over 20 years
e  The Three Parts—questions related to research variables.

[ o B |
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The following statements are related to the innovation capability in the Jordanian industrial and commercial firms
on the Amman Stock Exchange. Please mark (X) in front of the answer that you deem appropriate. Developed by Lin
et al. (2010) and Saleh and Al-Nimer (2022).

Table Al. Independent variable questions.

No Innovation capability Strongly agree Agree Neutral Disagree Strongly disagree

1 Your firm introduces novel products.

) Numerous product categories are expanded by
your firm.

3 New product development is something that
your firm does to get trademarks.

4 Your firm employs innovative operational
strategies.

5 In your firm, innovation is shunned as risky
and disregarded.

6 Over the past five years, we have introduced
more novel products.

7 Modern real-time process control technology
is used by your firm.

3 Your firm uses cutting-edge incentive
programs.

9 Your firm introduces cutting-edge marketing
strategies to consumers.

10 Innovative order management and follow-up

tools are used by your firm.

Your firm imports cutting-edge pre- or post-
11 sale support strategies to raise client
satisfaction.

The following data is related to enterprise risk management in the Jordanian industrial and commercial firms on
the Amman Stock Exchange. Please mark (X) in front of the answer that you deem appropriate. Developed by Saeidi
et al. (2019) and Rehman and Anwar (2019).

Table A2. Mediating variable questions.

No Enterprise risk management Strongly agree Agree Neutral Disagree Strongly disagree

Your firm has a procedure in place for
dealing with significant risks that might
compromise our ability to accomplish our
strategy goals.

Major risks and possibilities are identified
using established standards.

Analysis is used to determine how risks and
opportunities should be handled.

For implementing risk-reduction measures,
we have established standards processes.

For the board of directors and top
5 management, we routinely produce risk
reports.

For tracking the evolution of key risks and
the implementation of risk-reducing
measures, we have standard operating
procedures in place.

Risk management is embedded in your
organization's culture.
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The following statements are related to the Profitability of the Jordanian industrial and commercial firms on the
Amman Stock Exchange. Please mark (X) in front of the answer that you deem appropriate. Developed by Abdoli
Bidhandi and Valmohammadi (2017) and Saleh and Al-Nimer (2022).

Table A3. Dependent variable questions.

No Profitability Strongly agree  Agree Neutral Disagree Strongly disagree

To make a profit, the focus is on
1 providing clients with proper and
sufficient follow-up.

Making cost reduction a priority right
2 away helps the company succeed and be
profitable.

The ability of company management to
3 choose marketing strategy is improved
through reliable information.

Your company does not have any funding
for training and retraining of salespeople.

A positive customer relationship can help
5 your business increase its financial
success and profitability.

Value added strategies and customer
6 benefits are essential to profit planning
and financial success.

Your company has an innovation strategy
7 that contributes to the production of new
competitive products in the market.

o  Would you like to receive a copy of the research results?
0 Yes
[l No

o If yes, please write your address below:

The questionnaire is over.
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