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Abstract: The article aims to examine the current state of the digital economy in Saudi Arabia, the largest country
in the Gulf region. The examination of the Kingdom's digital economy involved assessing its level based on various global
digital indicators, which been picked and determined in accordance with the digital economy policy principles of the
Kingdom. The position of Saudi Arabia and its ranking compared to other countries, particularly the G20 nations, was
studied. The national strategy aimed at enhancing economic digitalization was analyzed, along with the contribution of
the digital economy to the national economy. A weighted SWOT analysis was carried out, which made it possible to
determine the level of the current state of the digital economy of Saudi Arabia, as well as to determine its strengths and
weaknesses, opportunities and threats. As a result of the study, the authors identified the need for extensive initiatives to
improve digital literacy and promote collaboration between education and the private sector, as well as targeted technical
education programs, development of the local electronics industry and the development of crisis management schemes.
The proposed recommendations can be used to plan and implement measures to support and accelerate the process of
digitalization of the economy in the Kingdom.
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Introduction. Digital economy is an expres-
sion of the internet-based economy, dealing with
digital information, digital customers, digital
companies, technology, and digital products. It
involves building an information society by har-
nessing information and communication technol-
ogy to achieve various developmental goals [1].
In this context, reference can be made to the pro-
posed definition by the Organization for Eco-
nomic Cooperation and Development (OECD)
represents all economic activities that rely on the
use of digital inputs, including digital technolo-
gies, digital infrastructure, digital services, data,
or those facilitated and significantly enhanced by
the use of digital inputs, involving all producers
and consumers, including the government [2].

Generally, the digital economy aims to en-
hance national security. Therefore, the Kingdom
of Saudi Arabia seeks to enhance its national
economy by transitioning to the digital economy,
following a policy approach of digital economy,
and adopting technologies in all fields. During its
presidency of the G20 in 2020 (Global Solutions
Initiative website), Saudi Arabia focused its ef-
forts on overcoming obstacles and addressing
challenges to expand private sector participation
in the digital economy. The kingdom is racing
with the rest of the world to provide maximum
support for national economic development, jus-
tifying the importance of conducting a study on
the digital economy in Saudi Arabia.

Research Problem. What is the current sta-
tus of the digital economy in the Kingdom of
Saudi Arabia as one of the largest countries in the
Gulf region, after years of digitalizing the econ-
omy process, with multiple entities playing sig-
nificant roles? What the impact of current
strengths, weaknesses, threats, and opportunities
of digital economy on its level and what
measures are needed to empower this econ-
omy?

The problem is the difficulty of determining
the current status of the digital economy in Saudi
Arabia due to the numerous initiatives and plans
aimed at diversifying and digitalizing the econ-
omy. Therefore, it is essential to analyze this sit-
uation using various digital indicators and com-
pare it with the G20 countries to identify the
measures that can further develop the digital
economy.

This level of awareness is deemed necessary
at present, to ensure that the correct trajectory

towards the realization of the Kingdom’s Vision
2030, particularly with regard to the National
Transformation Program designed for its attain-
ment [3]. In addition to the World Bank’s coop-
eration with the Saudi government to develop its
digital economy and achieve its goals of diversi-
fying economic activity, inclusion, quality of life,
sustainability, and excellence in government ser-
vices [4].

Thus, this article aims to analyze the current
status of the digital economy in Saudi Arabia,
compare it with G20 countries to identify effec-
tive digitalization tools, and draw attention to the
main weak points that will be found during the
analysis process.

Literature Review. The digital economy
encompasses various dimensions, prominently
marked by the widespread adoption of the inter-
net, transforming business models fundamen-
tally. Wargin and Dobiéy (2001) emphasize this
shift, highlighting the imperative for businesses
to adapt to new technologies and customer ex-
pectations to remain competitive [5]. Cadden and
Lueder (2012) further delineate the digital econ-
omy into E-Business and E-Commerce, provid-
ing insights into managing modern business chal-
lenges effectively [6].

Digital Economy Policy Principles in the
Kingdom of Saudi Arabia are: Access, Technol-
ogy Adoption and Use, innovation, human capi-
tal, social prosperity and inclusion, trust in the
digital ecosystem, and open markets. The Minis-
try of Communications and Information Tech-
nology has specified this policy to be its objec-
tive is to drive growth of the digital economy by
informing the public sector, private enterprises,
and the international community of the Kingdom
of Saudi Arabia’s stated position on matters re-
lated to the digital economy. The policy sets out
guiding principles for government agencies to
leverage the digital economy through their re-
spective mandates to drive diversification and
sustainability across the economy, and create
a more competitive advantage for the King-
dom [7].

Alawadhi and Morris (2009) delve into the
factors influencing e-government adoption in
Kuwait, leveraging the Unified Theory of Ac-
ceptance and Use of Technology (UTAUT)
model. Their study offers valuable insights into
the complexities surrounding e-government
adoption, shedding light on the role of
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usefulness, ease of use, bureaucratic reforms,
cultural influences, and awareness levels [8].

Eid R., Badewi A., Selim H., EI-Gohary H.
(2019) investigate the entrepreneurial intention
(EI) of senior university students, focusing on
Emirati nationals and expatriates in the city, by
integrating the theory of planned behavior (TPB)
with the entrepreneurial event model (EEM) and
extending the combined model to include person-
ality characteristics of entrepreneurs. By adopt-
ing a positivist research approach with a quanti-
tative survey strategy, including structural equa-
tion modeling, the authors provide valuable in-
sights into the cognitive and psychological fac-
tors influencing entrepreneurial perceptions and
intentions. This research contributes signifi-
cantly to the field by offering a comprehensive
framework that considers not only entrepreneurs'
perceptions but also their underlying cognitive
and psychological characteristics, thereby en-
hancing our understanding of the mechanisms
driving entrepreneurial intention among univer-
sity students [9].

El-Sofany et al. (2012) provide a compre-
hensive analysis of e-government in Saudi Ara-
bia, identifying barriers, challenges, and oppor-
tunities for development. The paper culminates
in a quantitative analysis of survey responses ob-
tained from citizens and employees in the public
sector, providing empirical insights into the state
of e-government in KSA. Their study under-
scores the significance of ICT investment in

driving economic growth and offers recommen-
dations for enhancing e-government perfor-
mance [10].

Similarly, Saeed and Al-Maliki (2013) as-
sess ICT investment in Saudi Arabia, emphasiz-
ing its role in economic diversification. By ana-
lyzing the impact of ICT investment and the gov-
ernment's role through successive five-year
plans. Their study evaluates government strate-
gies, highlighting areas needing attention such as
ICT infrastructure, skilled personnel, education
integration, financial market development, and
public awareness, to maximize ICT's benefits for
Saudi Arabia's prosperity [11].

Overall, these studies contribute to under-
standing of the digital economy landscape and
policy implications.

Research Methods and Materials. The de-
scriptive approach was used to collect infor-
mation for the theoretical framework from local
and global digital economy websites, as well as
data from digital economy programs in the king-
dom, international and local reports, government
platforms for the digital economy, and data from
relevant local authorities and ministries (Table
1). In addition to a systematic review of the liter-
ature and data sources to identify relevant infor-
mation for the SWOT analysis. The information
gathered was then analyzed and synthesized to
identify key strengths, weaknesses, opportuni-
ties, and threats for the digital economy in the
Kingdom of Saudi Arabia.

Table 1

Sources Used for Research (Non-Exhaustive List)

International
organizations’ websites

The World Bank; European Center for Digital Competitiveness; In-
ternational Telecommunication Union; United Nations; World Eco-
nomic Forum; International Labour Organization; World Wide Web
Foundation; UNESCO; UNCTAD; WIPO.

Government websites

Unified National Platform; Digital Government Authority; General
Authority for statistics; Ministry of Communications and Infor-
mation Technology; Ministry of Investment; Saudi Data & Al Au-
thority; Ministry of Education; Saudi Electronic University.

Other websites

S&P Global; Institute for Management Development; Arthur D.
Little; Digital Marketing Community.

Research Results. The Kingdom of Saudi
Arabia's National Strategy for Digital Transfor-
mation, spanning from 2006 to 2030, has evolved
through several action plans. These plans have
aimed to enhance access to government services,
build a sustainable workforce, improve citizens'
experiences, foster a culture of collaboration and

innovation, establish a «Smart Governmenty,
and align with the United Nations Sustainable
Development Goals and Saudi Vision 2030. No-
table initiatives include the implementation of
the Electronic Services Agency, known as
«Yesser», and the establishment of the Digital
Government Authority.

32

Okonomuka. [IpaBo. MunoBanmu Ne 3 / 2024



E. H. Kan, Xazuma MX]] Baen

To achieve the goal of this article, it was nec-
essary to identify the role of the digital economy
in the overall economy of the Kingdom. Saudi
Arabia has shown full commitment to developing
the digital economy, with one of the main objec-
tives being to unleash the potential of non-oil
sectors and assist in the growth and diversifica-
tion of the Saudi economy. The contribution of
the telecommunications, transport, and storage
sector to the Kingdom's GDP in 2020 reached ap-
proximately 146.910 billion Saudi riyals. With
increased telecommunications capabilities and
digital advancement, Saudi companies have the
opportunity to increase revenues to around 200
billion Saudi riyals. In 2021, Saudi Arabia ranked
sixteenth among the G20 countries in terms of

per capita GDP, reaching $19,698 USD. This cal-
culation is usually based on the contribution of
the telecommunications and information technol-
ogy sector to the GDP. According to the statistics
of the General Authority for Statistics in Saudi
Arabia in the first quarter of 2021, this sector
contributed approximately 5.48% to the total
GDP.

To analyze Saudi Arabia's digital economy,
its strengths, weaknesses, threats, and opportuni-
ties, it was compared globally using digital eco-
nomic indicators from 2020. This year was cho-
sen due to the availability of comprehensive
global statistics (Table 2). These digital indica-
tors align with many of the Kingdom’s digital
economy policy principles.

Table 2

The global ranking of the Kingdom of Saudi Arabia in digital economy indicators in 2020

Source: Created by the Authors

Global Rank Digital Economy Indicator
1 out of 15 Average speed of 5G with more than 12,000 5G towers [12]
62 out of 190 Worldwide in th_e Ease of Doing Business Index according to the latest World
Bank annual ratings [13]
1 out of 20 Digital competitiveness in the G20 Digital Riser Report 2020 from European
Center for Digital Competitiveness [14]
1 out of 193 Digital Giving Initiative Award under the category 15 [15]
In cybersecurity for companies in the annual Global Competitiveness Report
2 out of 63 .
by the global competitiveness center
Average mobile internet speed according the annual report 2020 by Ministry
7 out of 193 o )
of Communications and Information Technology
Technical development funding in the annual Global Competitiveness Report
7 out of 63 -
by the global competitiveness center
8 out of 20 Digital infrastructure index in the Digital Government Development Index
Digital skills in the Global Competitiveness Report (GCR) for 2020 issued by
9 out of 140 .
the World Economic Forum
In the digital transformation index for companies in the global competitive-
14 out of 63 ness statistical yearbook by Institute for Management Development (IMD) ac-
cording to the semi-annual report on national digital transformation
43 out of 193 | Worldwide in the United Nations E-Government Development Index

Some indicators of the digital economy were
studied in more detail and the Kingdom's posi-
tion was compared with the countries of the G20,
which include the strongest economies around
the world.

1) Internet and Access. Free access to the in-
ternet in the Kingdom is among the highest rates
in the world compared to several countries such
as the United Kingdom and China, where 93% of

the population has internet access. Saudi Arabia
ranks fourth in internet access among individuals
among the G20 countries (According to Interna-
tional Telecommunication Union — 2019).

2) Companies and startups. Saudi compa-
nies face the imperative to not just adapt but also
lead this transformation to remain competitive.
With software spending at 0.4% of GDP (eighth
among G20 nations) and a ratio of technicians to
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the workforce ranking 11", Saudi firms are ac-
tively embracing digitalization (According to
HIS Markit before merging with S&P Global, In-
ternational Labour Organization, 2020, respec-
tively). Saudi Arabia ranks 13" in startup-friend-
liness among G20 countries, with a focus on rep-
licating rather than innovating international busi-
ness models. Additionally, less than 15% of
startups are deeply technology-driven, posing
limitations on long-term innovation prospects
(According to Arthur D. Little commissioned by
the Ministry of Communications and Infor-
mation Technology, 2021).

3) Government. The Saudi government
spearheads digital transformation efforts, utiliz-
ing digital technologies to engage citizens and
advance information and communication tech-
nology across society. Notably, initiatives like
the 'Absher' e-government program have pro-
pelled Saudi Arabia to a leading position glob-
ally, ranking 36™ out of 193 countries in e-gov-
ernment transactions (According to the United
Nations e-Government Survey, 2018). Moreo-
ver, the Kingdom leads (1% rank) among G20 na-
tions in both the adoption of information and
communication technology and government effi-
ciency (According to Executive Opinion Survey,
World Economic Forum, 2020).

4) Infrastructure. The Saudi government
works alongside the private sector to upgrade the
information and communication technology in-
frastructure, and the Kingdom has made signifi-
cant progress in communications, as noted in key
indicators (According to Ministry of Investment,
2022). As part of its national broadband plan,
Saudi Arabia invests in fixed broadband net-
works. As of December 2020, nearly 60% of
households are covered by fiber optic (compared
to 23% in 2016), with an average fixed broad-
band speed of 79.6 megabits per second as of the
fourth quarter of 2020 (compared to 21.5 mega-
bits per second in 2016). Regarding mobile cov-
erage, 94% of the population is covered by 4G
technology as of the fourth quarter of 2020 (com-
pared to 77.3% in 2016), and Saudi Arabia was
one of the first countries to launch commercial
services for 5G networks.

5) Data. Data plays a crucial role in the dig-
ital economy, driving advancements like artifi-
cial intelligence. Traditionally, Saudi Arabia lags
behind its regional peers such as the UAE and
Bahrain in international indices such as data

readiness, execution, and impact (According to
World Wide Web Foundation, 2017). However,
Saudi Arabia recently launched several projects
to address this issue. In 2019, the Saudi Data and
Artificial Intelligence Authority (SDAIA) was
established to identify national data and strategic
artificial intelligence and achieve impact through
coordinated data policies, data analytics, and Al
innovation.

6) Content and Services. Including software,
applications, and emerging technologies like 3D
printing and robotics, are vital for maximizing
the benefits of the digital economy. In Saudi Ara-
bia, investments in cutting-edge technologies
such as cognitive Al, AR/VR, and big data ana-
Iytics have been increasing yearly, reaching
1,150 million Saudi riyals by 2020 (According to
Digital Marketing Community). The country
ranks eighth in providing local online content and
ninth in adopting new technologies among G20
nations, showcasing its commitment to digital
advancement (According to Executive Opinion
Survey, World Economic Forum, 2017).

7) Digital Skills. The Saudi government pri-
oritizes digital skills development, notably
through initiatives like transitioning to digital ed-
ucation by the Ministry of Education (MOE).
Digital institutions like the Saudi Electronic Uni-
versity (SEU) have been established, offering
online bachelor's and postgraduate degrees with
multiple options since 2020. The number of en-
rolled students has reached 25,000 (According to
UNESCO), so the percentage of youth and adults
with ICT skills in the Kingdom is 31.43%, not far
from leading digital economies like France and
South Korea. However, there seems to be insuf-
ficient coordination between educational institu-
tions and employers according to the Communi-
cations and Information Technology Commis-
sion, where 47% of the organizations surveyed in
Saudi Arabia considered that recently appointed
graduate employees were equipped with the nec-
essary skills to fulfill their job responsibilities.
Additionally, only 29% of Saudi employers pro-
vide training courses or training to compensate
for this skills gap.

8) Trust and Security. Saudi Arabia ranks
first regionally and 13th globally in cybersecu-
rity. Despite this, trust conditions can be en-
hanced. E-commerce has surged, with online
shopping penetration rising from 18% to 40% be-
tween 2014 and 2017. However, cash-on-
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delivery remains prevalent due to security con-
cerns, especially among key demographics like
women and youth. While alternatives exist, in-
cluding PayPal and Apple Pay, Hyperpay and
STC Pay have gained traction. Increasing trust in
digital payments is crucial for sustained e-com-
merce growth. The COVID-19 pandemic accel-
erated digital payments, reaching 75% of total
transactions in 2020, with a notable -30% de-
crease in cash withdrawals compared to 2019, in-
dicating growing comfort with digital transac-
tions.

9) Regulations and Legislation. Regulatory
frameworks in Saudi Arabia are advancing but
may struggle to adapt to rapid technological
changes. Therefore, some key areas, such as e-
commerce regulation, still lag behind in maturity,
for example the draft Consumer Protection Law,
which has only been issued and entered into force
and binding for about a year and a half, and also
the Personal Data Protection Law, which is ex-
pected to enter into force in September 2024, af-
ter amendment and postponement. Saudi Arabia
ranks last among G20 countries in e-commerce

legislation due to its initial systems around con-
sumer data, privacy, and protection (According
to UNCTAD, 2020).

10) Innovation. Initiatives like Fintech
Saudi, launched by the Saudi Central Bank in
2018, exemplify efforts to boost the fintech in-
dustry. While progress is evident, there's room
for improvement, as indicated by rankings in
patent applications in the field of ICT and inno-
vation ecosystem development (13", 20" re-
spectively among G20) (According to WIPO,
2020).

The SWOT analysis points were derived
from the information provided and credible
sources, with weights assigned based on source
reliability (Table 3). International organization
reports were assigned a relative weight of 1, gov-
ernment reports 0.5, and research papers, articles,
or websites 0.2. International reports received the
highest weight due to their reliance on compre-
hensive data, while government reports were
weighted lower due to potential bias. Research
papers and articles were given the lowest weight
due to verification challenges.

Table 3
SWOT analysis of the digital economy of Saudi Arabia
Source: Created by the Authors

Strengths Weaknesses
High internet penetration rates in Saudi | 0.5 | High short-term unemployment 0.5
Arabia have led to enhanced productivity Resistance to digital economy adop- 0.2
and efficiency. tion and the desire to use traditional
Expanding the scope of the marketand in- | 1 | methods
tegrating everyone are facilitated by ser- Limited private sector awareness 0.5
vices accessible to all segments of society. Increased cost in constructing infra- 0.2

Efficient resource utilization. 1
Effective governance and oversight. 1
Economic development and investment
enhancement.

structure as a result of importing it
from abroad

Inadequate protection and security 1
measures for systems

3.7 2.4
Opportunities Threats
Adopt global digital systems 1 | Weak competitiveness with more de- | 0.5
Expand digital economy applications 1 | veloped countries.
Easily integrate into the global economy 1 | Negative impact on national company | 0.5
Entrepreneurship growth opportunities 0.5 | competitiveness
Unlock investment prospects and employ | 0.5 | Limited access to global business | 0.5
qualified personnel tools
Increasing telecommunication costs 0.2
Weakness in electricity sector infra- | 0.2
structure
Vulnerability to unexpected external | 0.5
economic Ccrises
4 2.4
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Conclusions. Based on the SWOT analysis
weighting process, the sum of the strengths and
opportunities of the current state of the digital
economy in the Kingdom of Saudi Arabia is
higher, indicating that the Saudi digital economy
IS moving in the right direction. However, it is
crucial to address the weak points and mitigate
threats to ensure continued progress. Two pri-
mary weak points are inadequate protection and
security measures for systems and limited private
sector awareness. To address these issues, sev-
eral steps can be taken: enhanced security train-
ing and awareness programs to educate employ-
ees on recognizing and mitigating social engi-
neering attacks, insider threats, and the im-
portance of strong passwords and authentication
methods; improving authentication protocols
through multi-factor authentication and ad-
vanced encryption techniques; establishing strict
Bring Your Own Device (BYOD) policies and
providing secure access solutions for remote
work to ensure that personal devices do not com-
promise the organization's security; launching
awareness campaigns and workshops to educate
the private sector about the benefits of digital
transformation and the importance of cybersecu-
rity; providing incentives such as tax breaks or
grants for private sector companies that invest in
digital technologies and cybersecurity measures;
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