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Abstract

The study aimed to investigate the relationship between the operational
leverage and the financial performance of industrial companies in the
Kingdom of Saudi Arabia. This study was conducted on the cement
sector in Saudi Arabia. The researcher used the descriptive approach,
which collects sufficient and accurate evidence on the subject of the study
to arrive at clear knowledge of the problem of study. The researcher
collected the necessary data from the financial reports of the companies
Cement in 2017, the study sample comprised fourteen cement companies
listed in the Saudi Stock Exchange (Tadawul).

The results of the study revealed that operation leverage negatively
affected financial performance. The Pearson of coefficient results were
for the return on assets (-0.351) and return on equity (-0.065) reached the
profit margin (-0.307).

This means that the higher the operational leverage, the lower the
financial performance of the company and the lower the returns achieved
by the companies, The total explanation by the operational leverage is 6%
of the total impact on the rate of return on equity, 5.1% of the total impact
on the rate of return on assets, and 4% of the total impact on the
contribution margin ratio.

The study recommends that the Saudi companies in the cement sector
should evaluate the operational structure and the impact of increasing
their

fixed costs in order to achieve the best rate of operational leverage that
help to achieve a positive impact on the financial performance by
operational leverage. The study also recommended that the management
of Saudi companies increase the operating rate based on the increase in
sales, The study confirm the need to carry out more studies and research,
on cement sector and other sectors within the Kingdom of Saudi Arabia.
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