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Objective: The aim of this study is to present a model of the institutional
role in developing local entrepreneurship based on outsourcing large
regional companies active in the oil and gas industry. Methodology: In the
qualitative section of this research, theoretical sampling was used, and the
opinions of 20 experts from Gachsaran Oil and Gas Company as well as
academic experts were utilized. Additionally, in the quantitative section of
the research, and based on the power analysis method, the opinions of 452
related experts were collected. The tools and methods for data analysis in
the qualitative and quantitative sections were, respectively, interviews -
grounded theory and questionnaires - structural equation modeling (PLS).
Findings: The findings indicate that the paradigm model of the research
includes internal causal factors and external factors; contextual conditions,
including the government and national institutions, institutional
entrepreneurship; intervening conditions, such as legal uncertainty, poor
and unhealthy competitive performance, transparency in all outsourcing
pillars; strategies, including reforms aligned with existing conditions and
potential, local institutional capacity building, creating an environment for
promoting productive local entrepreneurship, and creating local
participation platforms for entrepreneurial development. Moreover, the
consequences of the institutional role in developing local entrepreneurship
through outsourcing large regional companies include the successful
promotion of development-oriented policies, support for local activities,
productive and sustainable employment, and sustainable and inclusive
economic growth in the region. Conclusion: This research assists
companies and institutions related to the oil and gas industries in gaining a
deeper understanding of the institutional role in developing local
entrepreneurship and in designing and implementing optimal strategies and
approaches to enhance local entrepreneurship.

Keywords: Institution, local entrepreneurship, outsourcing, oil and gas
industry.
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EXTENDED ABSTRACT
Introduction

Outsourcing has become an essential strategy for organizations seeking to enhance their
competitive advantage, improve operational efficiency, and focus on core business activities. In particular,
the oil and gas industry has adopted outsourcing as a means to address the complexities of managing large-
scale operations, optimize resources, and promote local entrepreneurship. Studies have demonstrated that
outsourcing can be highly effective in reducing costs, increasing flexibility, and improving service quality
(Dewi & Adiarsi, 2020). Moreover, the outsourcing of non-core activities enables companies to focus on
their core competencies, leading to enhanced productivity and innovation (Etokudoh et al., 2017).

The role of institutions in promoting local entrepreneurship through outsourcing has received
increasing attention in recent years. Abdulla, Al-Hashimi, and Hamdan (2019) emphasized the importance
of institutional support in the success of project management methodologies, highlighting that
governmental and organizational frameworks play a critical role in fostering entrepreneurship (Abdulla et
al., 2019). Similarly, Akbari and Hopkins (2016) discussed the changing business landscape in Iran and
the need for best practices in outsourcing to ensure that local businesses can thrive. These studies
underscore the significance of institutional and regulatory frameworks in creating an environment
conducive to the growth of local entrepreneurship (Akbari & Hopkins, 2016).

The oil and gas industry, characterized by its high level of complexity and risk, relies heavily on
effective supply chain management to maintain operational efficiency. As highlighted by Garbie (2011),
the industry faces significant challenges related to supply chain agility, risk management, and
technological adaptation (Garbie, 2011). Given these challenges, outsourcing has emerged as a key strategy
for oil and gas companies to mitigate risks and focus on their core activities. However, for outsourcing to
be effective, there must be a strong alignment between the strategic goals of the company and the
capabilities of local entrepreneurs.

While there is substantial literature on the role of outsourcing in enhancing organizational
performance, there is a gap in the research regarding its specific impact on local entrepreneurship,
especially in the context of the oil and gas industry. This study aims to fill this gap by developing a model
of the institutional role in promoting local entrepreneurship through the outsourcing of large regional
companies active in the oil and gas industry.

Methodology

The findings from the structural equation modeling (PLS) analysis reveal several key insights
regarding the role of institutions in promoting local entrepreneurship through outsourcing in the oil and
gas industry. First, the model shows that institutional reforms aligned with local conditions have a
significant positive impact on strategies for promoting local entrepreneurship, with a path coefficient of
0.541 and a t-value of 11.601. Additionally, the creation of an environment for productive local
entrepreneurship showed a strong relationship with a path coefficient of 0.867 and a t-value of 57.272,
demonstrating the importance of creating favorable conditions for entrepreneurship. The formation of
local participation platforms for entrepreneurial development was also significant, with a path coefficient
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of 0.707 and a t-value of 27.209. Furthermore, local institutional capacity building was highlighted as a
critical factor, with a path coefficient of 0.617 and a t-value of 16.218.

In terms of the outcomes, the model confirmed that successful outsourcing strategies lead to
substantial positive results. For instance, the promotion of productive and sustainable employment was
strongly supported, with a path coefficient of 0.762 and a t-value of 34.522. Moreover, the successful
promotion of development-oriented policies received strong backing, as indicated by a path coefficient of
0.745 and a t-value of 25.118. The most significant result was related to sustainable and inclusive
economic growth in the region, with a path coefficient of 0.724 and a t-value of 26.280, reinforcing the
idea that effective institutional support through outsourcing can have far-reaching economic impacts .

Discussion and Conclusion

The results of this study confirm that outsourcing can be a powerful tool for promoting local
entrepreneurship when supported by strong institutional frameworks. The findings align with those of
Abdulla, Al-Hashimi, and Hamdan (2019), who emphasized the importance of institutional support in
ensuring the success of project management methodologies. Their work highlighted that without adequate
institutional backing, outsourcing initiatives are unlikely to achieve their full potential in fostering local
entrepreneurship (Abdulla et al., 2019).

Similarly, the findings of this study support the conclusions of Akbari and Hopkins (2016), who
discussed the need for best practices in outsourcing to be implemented in the Iranian business landscape.
The current study confirms that such best practices, when combined with institutional support, can create
a conducive environment for local entrepreneurship to flourish (Akbari & Hopkins, 2016). In this context,
institutional capacity building, as well as the creation of participatory platforms, emerged as key strategies
for promoting local entrepreneurship.

However, the study also highlighted several challenges to successful outsourcing, such as legal
uncertainty and poor competitive performance in the market. These findings are consistent with previous
research by Asad et al. (2019), who found that legal uncertainty can hinder the effectiveness of outsourcing
initiatives (Asad et al., 2019). Additionally, Nyameboame and Haddud (2017) emphasized the importance
of transparency in outsourcing processes to ensure that local entrepreneurs are not disadvantaged by weak
competitive practices (Nyameboame & Haddud, 2017). The current study’s findings align with these
conclusions, suggesting that addressing legal and competitive challenges is essential for maximizing the
benefits of outsourcing.

In terms of outcomes, the study’s findings are consistent with those of Pei (2011), who found that
successful outsourcing in the oil and gas industry can lead to the creation of sustainable employment
opportunities and inclusive economic growth (Pei, 2011). Similarly, Etokudoh, Boolaky, and Gungaphul
(2017) highlighted the role of outsourcing in improving organizational performance and fostering local
economic development (Etokudoh et al., 2017). The present study extends these findings by demonstrating
that outsourcing can also support the implementation of development-oriented policies that promote local
entrepreneurship.



In conclusion, this study provides important insights into the role of institutions in promoting local
entrepreneurship through outsourcing in the oil and gas industry. The findings suggest that for outsourcing
to be effective, there must be strong institutional support, strategic alignment with local entrepreneurship
initiatives, and transparency in the outsourcing process. Addressing legal uncertainties and fostering a
competitive market environment are also critical for ensuring the success of outsourcing initiatives. By
implementing the strategies identified in this study, such as institutional capacity building and the creation
of participatory platforms, oil and gas companies can play a crucial role in fostering local entrepreneurship
and contributing to the sustainable economic growth of the regions in which they operate.
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