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E-commerce has not been popularly and effectively adopted among Small and Medium-
sized Enterprises (SMES) in developing countries, particularly in Saudi Arabia. Of the
country’s 34 million citizens, 32 million are Internet users, yet only 12 million use e-
commerce platforms and online services. In 2019, Saudi’s percentage of online shoppers
was 43%, far below that of developed countries like the USA (81%), the UK (82%),
China (76.5%), and the United Arab Emirates or UAE (80%). Thus, compared with other
countries, especially with other Gulf States like the UAE, business-to-consumer (B2C)
e-commerce has not been effectively implemented in Saudi Arabia.

SMEs are among the most significant agents of economic growth and development
because they create jobs, support innovation, and increase exports. However, the
literature shows that the use of e-commerce in Saudi Arabia’s SME sector is extremely
low. Given that research on e-commerce adoption is limited among SMEs in developing
countries, this study aimed to investigate the factors that influence B2C e-commerce
adoption among SME retailers in Saudi Arabia. Prior studies have mainly focused on
culture at the social-cultural and national level as well as political and religious
characteristics, leaving gaps at the organizational level. There also appears to be limited
analysis of organizational culture’s moderating role in the adoption of B2C e-commerce.
In the attempt to fill these gaps, this study integrated technological, organizational,
environmental, and individual factors from the e-commerce literature to develop a model
of e-commerce adoption for SMEs in Saudi Arabia.

The survey research design was employed to collect questionnaire data from a sample
of 363 retail SME owners from three states in Saudi Arabia, namely Riyadh, Makkah,
and the Eastern Province. Descriptive statistics and structural equation modeling using
Smart-PLS 3.0 were utilized to analyze and interpret the data. The results showed that
relative advantage, cost in technology, Internet capability, technology readiness,



competitive pressure, owner innovativeness, and owner IT knowledge have a positive
effect on e-commerce adoption among SMEs in Saudi Arabia. However, firm size as
well as regulatory and legal environment demonstrated an insignificant effect on the B2C
adoption of e-commerce among SME retailers in the Saudi context. Moreover, the
moderation test revealed that organizational culture (flexible orientation) significantly
moderates the effects of technological, organizational, and individual factors on e-
commerce adoption among SME retailers, but not the effect of environmental factors on
e-commerce adoption.

Theoretically, the study extends the technology-organization-environment (TOE) model
and innovation diffusion theory (IDT) by establishing organizational culture as a
moderating variable. Practically, the findings aid SMEs in improving their e-commerce
adoption through the identified factors. However, this study has several limitations. First,
the data was cross-sectional, whereby the associations among the variables cannot be
used to infer longitudinal processes. Second, the current findings are specific to the SME
and Saudi Arabian contexts, which impacts generalizability. Future studies should test
the present model in other Gulf States and developing countries to compare results. This
can help scholars better predict the adoption of e-commerce and the variables affecting
them, especially across various other cultures. Research in the future should also focus
on large enterprises, since they are more technologically advanced than small
enterprises.
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E-dagang belum diterima pakai secara popular dan berkesan dalam kalangan Perusahaan
Kecil dan Sederhana (PKS) di negara membangun, khususnya di Arab Saudi. Daripada
34 juta rakyat negara itu, 32 juta adalah pengguna Internet, namun hanya 12 juta
menggunakan platform e-dagang dan perkhidmatan dalam talian. Pada 2019, peratusan
pembeli dalam talian Saudi adalah 43%, jauh lebih rendah daripada negara maju seperti
AS (81%), UK (82%), China (76.5%) dan Emiriah Arab Bersatu atau UAE (80%). Oleh
itu, berbanding dengan negara lain, terutamanya dengan Negara Teluk lain seperti UAE,
e-dagang perniagaan-ke-pengguna (B2C) tidak dilaksanakan dengan berkesan di Arab
Saudi.

PKS adalah antara ejen pertumbuhan dan pembangunan ekonomi yang paling penting
kerana mereka mencipta pekerjaan, menyokong inovasi dan meningkatkan eksport.
Walau bagaimanapun, literatur menunjukkan bahawa penggunaan e-dagang dalam
sektor PKS Arab Saudi adalah sangat rendah. Memandangkan penyelidikan mengenai
penggunaan e-dagang adalah terhad dalam kalangan PKS di negara membangun, kajian
ini bertujuan untuk menyiasat faktor-faktor yang mempengaruhi penggunaan e-dagang
B2C dalam kalangan peruncit PKS di Arab Saudi. Kajian terdahulu lebih tertumpu
kepada budaya di peringkat sosial-budaya dan kebangsaan serta ciri-ciri politik dan
agama, meninggalkan jurang di peringkat organisasi. Diperhati juga bahawa terdapat
analisis terhad tentang peranan penyederhanaan budaya organisasi dalam penggunaan e-
dagang B2C. Dalam usaha untuk mengisi jurang ini, kajian ini menyepadukan faktor
teknologi, organisasi, alam sekitar dan individu daripada literatur e-dagang untuk
membangunkan model penggunaan e-dagang untuk PKS di Arab Saudi.



Reka bentuk kajian tinjauan digunakan untuk mengumpul data soal selidik daripada
sampel 363 pemilik PKS runcit dari tiga negeri di Arab Saudi, iaitu Riyadh, Makkah dan
Wilayah Timur. Statistik deskriptif dan pemodelan persamaan struktur menggunakan
Smart-PLS 3.0 telah digunakan untuk menganalisis dan mentafsir data. Keputusan
menunjukkan bahawa kelebihan relatif, kos dalam teknologi, keupayaan Internet,
kesediaan teknologi, tekanan persaingan, inovasi pemilik, dan pengetahuan IT pemilik
mempunyai kesan positif terhadap penggunaan e-dagang dalam kalangan PKS di Arab
Saudi. Walau bagaimanapun, saiz firma serta persekitaran kawal selia dan undang-
undang menunjukkan kesan yang tidak signifikan terhadap penggunaan e-dagang B2C
dalam kalangan peruncit PKS dalam konteks Saudi. Selain itu, ujian penyederhanaan
mendedahkan bahawa budaya organisasi (orientasi fleksibel) menyederhanakan dengan
signifikan kesan faktor teknologi, organisasi dan individu terhadap penggunaan e-
dagang dalam kalangan peruncit PKS, tetapi bukan kesan faktor persekitaran terhadap
penggunaan e-dagang.

Secara teorinya, kajian ini memanjangkan model teknologi-organisasi-persekitaran
(TOE) dan teori difusi inovasi (IDT) dengan menimbulkan budaya organisasi sebagai
pembolehubah penyederhana. Secara praktikal, penemuan ini membantu PKS dalam
meningkatkan penggunaan e-dagang mereka melalui faktor-faktor yang dikenal pasti.
Walau bagaimanapun, kajian ini mempunyai beberapa batasan. Pertama, data adalah
keratan rentas, di mana perkaitan antara pembolehubah tidak boleh digunakan untuk
membuat kesimpulan proses membujur. Kedua, penemuan semasa adalah khusus untuk
konteks PKS dan Arab Saudi, yang memberi kesan kepada kebolehgeneralisasian.
Kajian masa depan harus menguji model semasa di Negara Teluk dan negara
membangun lain untuk membandingkan keputusan. Ini boleh membantu para penyelidik
meramalkan penggunaan e-dagang dan pembolehubah yang mempengaruhinya dengan
lebih baik, terutamanya merentasi pelbagai budaya lain. Penyelidikan pada masa
hadapan juga harus memberi tumpuan kepada perusahaan besar, kerana mereka lebih
maju daripada perusahaan kecil dari segi teknologi.
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CHAPTER 1

INTRODUCTION

1.1 Introduction

This chapter provides an overview of Internet growth and e-commerce adoption among
Small and Medium-sized Enterprises (hereafter referred to as SMEs in this thesis). The
chapter also explains the problem statement, the objectives of the study, and the research
questions. The significance of the study, its scope, and its limitations are outlined in this
chapter as well. The chapter ends with the operational definitions of key terms and the
organization of the study.

1.2 Overview of Internet and E-commerce Adoption among SMESs

In the current digitization era, the Internet’s key role has become crucial and is projected
to grow faster than ever to influence the future. A report released by the Internet World
Statistics (2019) showed a tremendous increase in the number of people who used the
Internet between 2000 and 2019. As of June 2019, there were over 4.5 billion Internet
users worldwide compared to 114 million in 2000, displaying a universal increase of
1,157 percent. The most important task the Internet performs is allowing individuals to
communicate over long distances and across borders (Fonseka et al., 2021). The spread
of the Internet has also changed the individual’s lifestyle from offline to online
commercial activities. Additionally, the Internet has introduced new forms of
relationships, changing informal social relationships to formal ones, such as political,
economic, and business relationships. Specifically, the Internet has become an important
platform for international business and trading activities (Fonseka et al., 2021). The
number of products and services available online is growing at an exponential rate. Many
products and services, in fact, can only be purchased online, including high-class foreign
products and the financial reports of international companies (Telegraph, 2022). In short,
the key purpose of the Internet is to connect the globe and bring it closer to a broadly
knowledgeable market, where goods and services are advertised, procurement is
accessible anywhere, and shoppers and suppliers can access each other at zero cost.

Ben et al. (2016) mentioned that the Internet has become the lifeblood for businesses, as
it provides significant assistance for the trade and corporate sectors. It allows companies
to participate in a range of online operations, such as e-commerce, e-training, e-
procurement, e-learning, e-tendering, and more. It also facilitates online customer
interactions using versatile social media sites and virtual platforms that allow staff to
organize their work more effectively. Businesses are thus aware of the level of Internet
communication that is appropriate for their needs Pisar and Tomaskova (2020). as the
amount of bandwidth they need depends on what they do and how many people are
involved Pisar and Tomaskova (2020).



Hussain et al. (2022) urged that commercial activities on the Internet increase the number
of new suppliers and service hours inexpensively, as a business can find new dealers
with more competitive products and prices. This is more effective than other
conventional approaches, such as replicas and mobile phones. Rahayu and Day (2017)
corroborated that Internet transactions have decreased commercial transaction costs and
improved profitability. For example, fast electronic transactions, such as for purchase
orders, can decrease operational costs from holding surplus stock (Hussain et al., 2022).
Ultimately, vital benefits can be obtained by using the Internet for business purposes and
transactions, including better communication within a company and with its
stakeholders, such as suppliers, customers, and regulators. As a result, Internet
transactions play a key role in how global trade is conducted. Nations worldwide have
found this technology to be indispensable, including Saudi Arabia, which is the case at
hand. Saudi Arabia became a member of the World Trade Organization (WTQ) in 2005,
(Alhijris, 2013) which contributed to enhancing the country’s business-to-business
(B2B) commercial activities. Since then, the Saudi domestic market has been open to
foreign businesspeople and investments, thereby improving the country’s investment
environment via advanced Internet communication technologies.

The Internet activities and applications surrounding online business consist of electronic
mails and other electronic-based services (Nazir & Roomi, 2021; Sila, 2013). Notably,
electronic commerce (hereafter e-commerce) was introduced in 1990 to perform specific
transactions online as a subset of electronic business. According to Jain and Arya (2021),
e-commerce is defined as the process of purchasing, selling, transferring, or exchanging
goods, services, and/or information over computer networks such as the Internet and
intranets. E-commerce is a main aspect of business-to-consumer research, as it involves
the process of purchasing and selling goods and services through data transmitted
electronically via online services (Al-Somali et al., 2015). The prevalence of e-
commerce in recent decades is confirmed by the continuous rise of the use of websites
for e-commerce globally. According to a report by Statistica (2019), an approximate 1.8
billion individuals buy online products worldwide. Additionally, international e-retail
trade amounted to 2.8 trillion U.S. dollars that year and was estimated to reach 4.8 trillion
U.S. dollars by the end of 2021. Furthermore, Asia has shown tremendous growth in the
e-commerce sector.

The evolution of e-commerce since then has extended its perspective to several
organizational and individual aspects (Jahanshahi et al., 2013; Nazir & Roomi, 2021). In
a previous study, Zainuddin et al. (2021) suggested that e-commerce has changed not
only the way business activities are conducted but also perspectives of excellence in
production. Specifically, there has been a shift from the current perspective of business
being the seller’s agent to the buyer’s agent (Rahayu & Day, 2017). This brings
differences in the economic world by moving from the post-industrial era, which was
mainly associated with physical goods, to the era of the knowledge economy, where the
main focus is intelligence and service information (Rahayu & Day, 2017).



For firms to survive and sustain in this economy, they must embrace technological
advancements like e-commerce. Failure to do so will leave firms and nations lagging
behind those that adopt e-commerce. This is because e-commerce does not only offer
firms new ways of selling, purchasing, and dealing with customers and suppliers, but
also provides other benefits like time management, cost-cutting, market expansion, and
better overall performance (Rahayu & Day, 2015). For consumers, e-commerce is a new
prototype which makes shopping more convenient, as it offers cheaper prices,
customized products, and combined offerings (Alzahrani, 2019).

Therefore, e-commerce has now become a critical component of many businesses' day-
to-day operations. In Saudi Arabia, several government agencies have implemented
effective development plans to promote local e-commerce businesses (AlTaiar, 2020).
The Ministry of Commerce and Investment (MCI) and its associated agencies, for
example, are working to improve the environment for e-commerce by updating
regulatory policies and frameworks, increasing customer satisfaction in e-commerce
transactions, and enhancing SMEs. However, a review of previous studies indicates that
Saudi consumers continue to lack trust in e-commerce practices for a variety of reasons,
including insufficient laws and legislations that protect them (Abed et al., 2015b).

SMEs are among the core sources of employment and technological development in any
country (Jahanshahi et al., 2013; Mathkur, 2019; Savrul et al., 2014). According to the
General Authority for Statistics (2018), an SME is defined in Saudi Arabia as any
business which employs six to 49 employees (i.e., small) or 50 to 249 employees (i.e.,
medium). Large firms typically employ more than 250 workers and are not considered
SMEs. Governments have acknowledged the contribution of SMEs to their economies.
Therefore, they have given SMEs appropriate incentives that boost their continuous
contribution to the economy, including incentives for e-commerce adoption. Indeed,
Zainuddin et al. (2021) stated that the implementation of e-commerce presents SMESs the
significant potential to broaden their access on a worldwide scale. In the current
organizational surrounding, SMEs are rapidly using e-commerce to improve their
performance to gain a competitive edge and secure a long-term favorable position (Sarfo
& Song, 2021).

The adoption of e-commerce technology in the SME sector is crucial for firms’ survival,
as it provides competitive advantages that bigger organizations have (Altayyar et al.,
2021). E-commerce gives SMEs access to accomplish their marketing goals through
cost-effective means, thereby boosting the efficiency of their operations and enabling
global recognition (Senarathna et al., 2013). With the advent of this technology, small
businesses can also improve their communication and information sharing with
customers, introduce new products in the market, and gain valuable partners or suppliers.
Furthermore, e-commerce enables SMEs to achieve operational flexibility, production
competence, minimized cost structures, faster decision-making, and improved customer
service (Alzahrani, 2019). Additionally, e-commerce bridges the physical and time
distance between suppliers and clients while reducing market entry barriers and
increasing market competitiveness. Existing research on e-commerce (Alam et al., 2011;
Govindaraju et al., 2015; Rahayu & Day, 2017; Turban et al., 2010) further states that



its most significant benefits are lower operating costs, higher revenue, greater
productivity, stronger customer loyalty, shorter processing times, wider market access,
and greater market penetration.

However, despite these advantages, the adoption of e-commerce by SMEs remains
limited (Zhu & Chen, 2016), while the rapid advancements in e-commerce are
implemented mostly by bigger firms (Abbas et al., 2018; Awiagah et al., 2016;
Govindaraju et al., 2015; Ocloo et al., 2018; Setiyani & Rostiani, 2021). Al-tayyar et al.
(2021) identified three primary reasons SMEs are still hesitant to adopt e-commerce
technology, namely a lack of success stories, a lack of knowledge in e-commerce, and a
lack of information about the potential impact of e-commerce implementation on
business performance. In a similar vein, Rahayu and Day (2017) observed that one of
the obstacles mentioned by Indonesian SMEs pertaining to the adoption of e-commerce
is the belief that it does not bring any benefits to their business. Due to these factors,
many SMEs, particularly those in developing nations, are hesitant to invest their
resources in this technology. Unfortunately, the vast majority of e-commerce studies
(Abbas et al., 2018; AlTaiar, 2020; Kurnia et al., 2015) have been carried out in affluent
nations, with very few focusing on SMEs or developing countries. This obviously
presents a barrier to the comprehension of e-commerce adoption among SMESs in
developing nations. It is vital to identify the variables that support or impede adoption,
particularly for SMEs, to subsequently understand how adoption can benefit SMEs’
performance. This raises questions about the factors that influence SMEs’ adoption of
B2C e-commerce in a developing country like Saudi Arabia, which is the focus of this
study.

1.3 Problem Statement

Many firms rely on e-commerce to stay competitive in today’s market, as it is a key
driver of economic growth (Abed et al., 2015a; Chen & Zhang, 2015). The Middle East
and North Africa (MENA) region’s total market value was expected to reached $13.4
billion in 2020. In the United Arab Emirates (UAE), it reached $4.4 billion (32.8%),
while in Saudi Arabia, it amounted to $2.9 billion (21.6%) (Al-Khalidi et al., 2015). This
indicates that the rate of e-commerce growth in Saudi Arabia is slower than that of UAE
and MENA, despite Saudi’s fast-expanding economy, the growing use of the Internet,
and the country’s vigorous purchasing power (Abed et al., 2015a). Moreover, the money
spent on e-commerce activities in Saudi Arabia amounted to $7.93 billion in 2017.
Interestingly, customers who have used online services from local businesses only
constitute seven percent, whereas the majority of 93 percent have utilized online services
from foreign-owned businesses (CITC, 2017). As a developing nation striving to develop
its economy, the Saudi government has exerted considerable efforts to encourage
businesses’ adoption of new technologies through various programs, such as the
introduction of Vision 2030. However, there are shortcomings and obstacles in the
adoption of e-commerce in several Saudi businesses, especially SMEs (Elhassan, 2019).



SMEs are among the most significant agents of economic growth in a country because
they contribute to creating jobs, supporting innovation, and enhancing trade. However,
unlike in advanced countries, SMEs in Saudi Arabia are not key contributors to the
country’s GDP (Government of Saudi Arabia, 2016). This may be because while SMEs
all over the world look forward to embracing e-commerce as an extremely profitable
source of sales, in the Saudi context, SMEs still prefer traditional retailing. Figure 1.1
shows that most SME retailers in Saudi Arabia use traditional marketing methods, with
only a small number of enterprises using electronic marketing methods (General
Authority for Statistics, 2018).

Marketing Activity by SMEs Retailers Trade in Saudi

Arabia
100%  S%77% 87%76% 83%779%
50% 11%23% I 13024% I 11%23%
O% | [ | |
Traditional  Electronic  Traditional  Electronic  Traditional  Electronic
Market Market Market Market Market Market

Method 2016 Method 2016 Method 2017 Method 2017 Method 2018 Method 2018

B Small Enterprise Medium Enterprise

Figure 1.1 : Marketing Activity by SME Retailers in Saudi Arabia
(Source : General Authority for Statistics 2018)

As discussed earlier, the literature on e-commerce has empirically shown that e-
commerce adoption can provide substantial benefits for SMEs (Al-tayyar et al., 2021),
including access to limited market segments that are divided geographically as well as
the potential to expand to worldwide availability (AlTaiar, 2020). However, e-commerce
adoption by Saudi SMEs remains limited and ineffective. For example, a survey of 444
SMEs revealed that most of them are unwilling to conduct online transactions, whereby
over 80 percent use the Internet only to communicate (e.g., e-mail) and find commercial
information (Miao & Tran, 2018). It appears that Saudi SMEs mainly utilize the Internet
for advertisement purposes and for obtaining general information rather than for
conducting e-commerce activities (General Authority for Statistics, 2018).

In this regard, Altayyar et al. (2021) stated that the main obstacles SMEs encounter in
implementing e-commerce are related to uncooperative customers and suppliers, privacy
and security issues, a lack of expertise, distrust in the effectiveness of the online e-
commerce environment, high costs of operation, and technical limitations of hardware
or software. Access to finance, trade laws and regulations, availability of skilled labor,
and labor laws and regulations are also obstacles that SMEs face in Saudi Arabia (CITC,
2017). Moreover, Saudi business owners lack awareness regarding online payments,
leading most customers to prefer paying cash on delivery. As shown in Figure 1.2,



Eshopworld (2019) reported that only one percent of shoppers pay through online
transfer. Thus, it can be observed that SMEs need support for e-commerce adoption in
terms of technological and training assistance (AlGhamdi et al., 2012).

PREFERRED ONLINE PAYMENT METHODS IN SAUDI ARABIA
Digital payments
Direct debit

Debit card

Cash on delivery ‘

Figure 1.2 : Online Payment Methods in Saudi Arabia
(Source : Eshopworld, 2019)

Table 1.1 : Rank of B2C E-commerce in Developing Countries

Top 10 developing economies in the UNCTAD B2C E-commerce index, 2018
Share of Share of uPU
individuals individuals Secure postal Index
using the with an Internet reliability Index value
Internet account servers score value change 2017
2018 (2017 or (15+, 2017 (normalize) (2017 or (2017 (2016-17 Index
Rank | Economy latest) or latest) (2017) latest) data) data) rank
2 Singapore 84 98 98 100 95.2 1.7 18
15 Hong Kong (China) 89 95 84 92 90.2 1.1 16
21 Korea (Republic of) 95 95 66 100 89.0 0.6 5
United Arab
33 Emirates 95 88 66 75 81.2 -4.6 23
34 Malaysia 80 85 78 80 80.8 22 39
a3 Thailand 53 82 60 98 73.2 43 49
a7 Turkey 65 69 74 76 71.1 4.5 60
ag | 'ran(islamic 60 94 52 77 70.9 08 a7
Republic of)
50 Chile 82 74 81 44 70.4 -0.8 54
52 Saudi Arabia 80 72 49 74 68.7 0.7 46

(Source : United Nations Conference on Trade and Development 2018)

Table 1.1 shows that Saudi Arabia ranked 52™ in the United Nations Conference on
Trade and Development’s (2018) B2C e-commerce index. In comparison, UAE was
ranked 33rd, confirming that Saudi Arabia is lagging in B2C e-commerce adoption
compared to other Arab nations. Only a small number of Saudi businesses, generally
medium and large organizations in the manufacturing sector, engage in business-to-
business online exercises. As illustrated in Table 1.2, only 12 million customers in Saudi
Arabia use online services out of 32 million Internet users in its population of 34 million.
Also, while e-commerce spending is nearly $7.93 billion, revenue amounts to only
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$1.648 million. Therefore, the practical problem addressed by this study is the limited
and ineffective adoption of e-business among SMEs in Saudi Arabia.

Table 1.2 : Statistics of Global E-commerce

Internet The online E- E-

Population Users Online shoppers’ Commerce  Commerce
Country (Millions & (billions& shoppers percentage of  spent Revenue

Billions) Millions) (Millions)  the total (Billions, (Millions)

Internet Users  Trillion)

UK 66,7m 63,544m 52,106m 82 % $141,93bn  $78,903m
us 327,5m 292,892m 224,1m 81 % $586,92 bn = $365,207m
China 1,4 bn 854m 650m 76.5 % $1,935 tn $867,586m
Japan 126,854m 118,626m 82,6m 70 % $81 bn $91,192m
Malaysia 326 M 26,353m 20,800m 80 % $6 bn $3,680 m
Saudi Arabia 34m 31,856m 12,9m 43 % $7.93bn $1,648m
UAE 9,682m 9,38m 7,50m 80 % $10 bn $3,707m

[Source : Internet World Statistics (2019); Statistica 2019]

From the theoretical perspective, although research on e-commerce started in the 1990s,
there remain gaps in the literature that need further investigation. According to Williams
et al.'s (2009) review of 340 articles from 19 peer-reviewed journals, most studies from
the 1990s to 2009 focused on developed countries. Significant recent studies have also
been conducted in developed countries (Abebe, 2014; Duan et al., 2012; Shen, 2020;
Sila, 2013). It can thus be concluded that e-commerce studies in developing countries
are relatively limited, especially regarding SMEs’ e-commerce adoption (Abbas et al.,
2018). Within the past few years, however, there has been an increase in e-commerce
studies in Asian and developing nation contexts, such as China, India, Indonesia,
Pakistan, Egypt, and Malaysia (Abbas et al., 2018; Adam et al., 2020; Alam et al., 2011;
Hamad et al., 2018; El-Ebiary et al., 2022; Liu et al., 2021; Rahayu & Day, 2015; Sarfo
& Song, 2021; Setiyani & Rostiani, 2021; Yadav & Mahara, 2019; Zhu & Chen, 2016).
Nonetheless, scholars have highlighted the dearth of research on Saudi Arabia's delayed
adoption of e-commerce, particularly among its SMEs (Abed et al., 2015a, 2015b;
AlGhamdi et al., 2011; AlGhamdi, Nguyen et al., 2012; Almousa, 2013; AlTaiar, 2020).
This is a major gap of knowledge on the Saudi market compared with Western markets
where numerous retailers sell their products through e-commerce (AlGhamdi et al.,
2011; AlTaiar, 2020). Therefore, this study on e-commerce adoption among Saudi SME
retailers aimed to bridge this context-related gap in the literature.

Despite the popularity of new technology, few studies have investigated the factors
affecting the adoption of new technologies (e.g., B2B e-commerce, social media, e-
procurement, etc.) in Saudi Arabia (Abu Abid & Rahim, 2012; AlGhamdi et al., 2013;
Almaaf et al., 2018; AlTaiar, 2020; Altayyar & Kerridge, 2016; Alzahrani, 2019;



Bahaddad et al., 2018; Humaid & Sabri, 2019). Similar to e-commerce research, most
existing theories on innovation adoption were designed and used in developed countries
such as the UK, USA, Europe, Australia, and New Zealand (Idris et al., 2017; Ocloo et
al., 2020). The factors that influence e-commerce adoption among SMEs in developing
countries remains understudied, resulting in a lack of theoretical frameworks that explain
the contextual characteristics particular to SMEs in each part of the world. The
contextual factors known to affect SMEs in developing countries include poor
infrastructure, lack of government policy, and cultural issues; these factors are not
captured by prevailing technology adoption models (Al-tayyar et al., 2021; Hassen et al.,
2021). There are also differences among developing countries in terms of economic,
political, environmental, and social-cultural elements. For example, Arab countries (e.g.,
Jordan, Egypt, Sudan, Lebanon, and Saudi Arabia) have specific cultural convictions
wherein they prefer face-to-face dealings, which does not favor technological interfaces.
In addition, the family climate is prevalent in the Arabic business community
(Ghobakhloo & Tang, 2013; Rahayu & Day, 2017). The levels of technology readiness,
competitiveness, and government support also differ greatly among developing
countries; therefore, the findings on the factors of e-commerce adoption from different
developed and developing countries might not be relevant in the Saudi context. This
creates a gap pertaining to the limited literature on the barriers, benefits, and
determinants of e-commerce adoption among SME retailers in Saudi Arabia. Therefore,
to fill this gap, this study sought to examine the environmental, individual,
organizational, and technological factors affecting B2C e-commerce adoption among
Saudi SME retailers.

Studies indicate that cultural differences influence the adoption of e-commerce by SMEs
(Al-Dmour et al., 2017; Mohtaramzadeh et al., 2018; Rahman et al., 2013; Senarathna et
al., 2014; Zeb et al., 2021). However, prior studies have mainly focused on culture at the
socio-cultural and national levels as well as from political and religious perspectives (Al-
Dmour et al., 2017; Setiyani & Rostiani, 2021). This has left gaps at the organizational
level, whereby extant research has not analyzed the moderating role of organizational
culture in the adoption of B2C e-commerce. Indeed, technological innovation, such as
e-commerce, is much more likely to be adopted by organizations with a culture that
enables its members to try new things to meet environmental demands. This study thus
attempted to address this gap in the e-commerce literature by adopting organizational
culture as a moderator between the determinant factors and e-commerce adoption.
Scholars have proposed several orientations of organizational culture, such as
relationship, transaction, flexibility, and control (Zeb et al., 2021). Based on these
dimensions, Mohtaramzadeh et al. (2018) found that flexibility-oriented (i.e.,
developmental and group culture) and control-oriented (i.e., rational and hierarchical
culture) cultures have distinct effects on a firm’s interpretations of external events, and
thus differentially affect their responses to the expectations and requirements of the
environment (Zeb et al., 2021). Previous studies have also mentioned that a flexibility-
oriented culture plays a key role In e-commerce adoption among SMEs (Al-Dmour et
al., 2017; Setiyani & Rostiani, 2021; Zeb et al., 2021), as it involves the ability of an
organization to process information, streamline plans, and prudently take decisions in e-
commerce adoption (Baird etal., 2011; Liu et al., 2010; Rahman et al., 2013; Senarathna
et al.,, 2014; Zeb et al., 2021). Therefore, the flexibility orientation culture from the
Competing Values Model (CVM) (Quinn & Rohrbaugh, 1983) was adopted as a
moderator to address the organizational culture gap in this study.
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When business owners introduce new technologies in their companies, careful
consideration should be given to the various factors that affect technology diffusion to
minimize associated problems (Rogers, 2010). To this end, numerous theories have
emerged to explain the diffusion and adoption of technology in organizations, each with
their own limitations. For example, Altayyar and Kerridge (2016) pointed out that
Gunasekaran and Ngai’s (2009) model has the main limitation of focusing only on
internal factors within the jurisdiction of the owner/manager of SMEs. Almaaf et al.
(2018), on the other hand, employed the institutional theory, which has been criticized
because it considers e-commerce adoption to be primarily based on the organizational
context rather than the individual context. Alternatively, Humaid and Sabri (2019) used
the Unified Theory of Acceptance and Use of Technology (UTAUT) model. Its
limitation, however, is that it does not incorporate important external influences that
might impact an individual’s behavior, given that behavioral intention does not mirror
only the individual’s inner beliefs. Consequently, the UTAUT model cannot address
external and internal stimuli, which change intentions over time.

Considering the limitations of these models, Hamad et al. (2018) and Sila (2013)
proposed that the Technology-Organization-Environment (TOE) framework provides a
solid basis to study the adoption of e-commerce. Several scholars (Almunawar et al.,
2022; Hussain et al., 2022; Ocloo et al., 2020; Sin & Sin, 2020) recently found that TOE
is one of the strongest frameworks to explain technology adoption. However, Hassen et
al. (2021) reported that one of the limitations of the TOE in examining e-commerce
adoption by SMEs is that some of its constructs are more appropriate for large businesses
because of their richness of resources. Additionally, Al-Somali et al. (2011) stated that
the TOE factors are broadly used, yet the framework ignores mediators and moderators,
while Hassen et al. (2019) criticized the TOE for lacking factors related to individual
attributes, such as owner and director attributes. For this reason, the TOE alone is not
enough to explain the e-commerce adoption of SMEs in developing countries. In the
same vein, scholars (Alzahrani, 2019; El-Gohary, 2012; Wang et al., 2020) have
highlighted the Innovation Diffusion Theory (IDT) as a strong and valid framework that
illustrates e-commerce adoption among SMEs. However, Abu Abid and Rahim (2012),
Bahaddad et al. (2018), Idris et al. (2017), and Alzahrani (2019) found that this theory is
insufficient on its own to explain all the contextual issues concerning e-commerce
adoption by SMEs, especially in developing countries. In particular, the IDT has been
criticized for ignoring social issues in SMEs (Abu Abid & Rahim, 2012; Bahaddad et
al., 2018). Hence, the IDT theory may neglect key aspects (e.g., limited resources and
customer readiness) which are associated with e-commerce adoption among SMEs in
developing countries. Based on the limitations of the two aforementioned theories, this
study aimed to integrate both the TOE and IDT to study e-commerce adoption among
SME retailers in Saudi Arabia.

1.4 Research Objectives

With various research and theories on the factors influencing e-commerce adoption by
individuals and organizations all over the world, this study specifically sought to
combine relevant theories to fit the context of Saudi Arabian SMEs. The main objective
of this study was to find out the factors that influence the willingness of SMEs in Saudi
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Arabia to adopt e-commerce services. The specific objectives of the study were as

follows:

1.

1.5

To measure the influence of technological factors on e-commerce adoption
by SMEs retailers in Saudi Arabia.

To investigate the influence of organizational factors on e-commerce
adoption by SMEs retailers in Saudi Arabia.

To determine the influence of environmental factors on e-commerce adoption
by SMEs retailers in Saudi Arabia.

To examine the influence of individual factors on e-commerce adoption by
SMEs retailers in Saudi Arabia.

To examine the moderation effect of organizational culture on the
relationships between the identified factors and e-commerce adoption by
SME retailers in Saudi Arabia.

Research Questions

Understanding the adoption of any innovation or technology, including e-commerce,
involves understanding the enablers or the facilitators of that activity. However,
theoretical frameworks analyzing the factors influencing e-commerce adoption have
been developed in different settings from the Saudi economy and infrastructure.
Therefore, the usage of a single model may not give a clear picture of country-specific
factors. Based on the integration of the TOE, IDT, and CVM the research questions of
this study were as follows:

1.

Do technological factors influence the adoption of e-commerce by SMEs
retailers in Saudi Arabia?

Do organizational factors influence e-commerce adoption by SMEs in Saudi
Arabia?

Do environmental factors influence e-commerce adoption by SMEs in Saudi
Arabia?

Do individual factors influence e-commerce adoption by SMEs retailers in
Saudi Arabia?

Dose organizational culture a moderator between the technological,
organizational, environmental, and individual factors and adoption of e-
commerce by SMEs retailers in Saudi Arabia.
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1.6 Significance of the Study

Theoretical significance: This study is expected to enrich the literature on e-commerce
by identifying the factors that influence B2C e-commerce adoption among SMEs. In
particular, the findings would provide a clear picture of the different categories of factors
(i.e., technological, organizational, environmental, and individual) that influence B2C e-
commerce adoption by SME retailers. This research also adds to extant knowledge by
integrating the IDT and TOE theories as determinants of e-commerce adoption, as well
as by incorporating the CVM’s flexibility-oriented organizational culture as a moderator.
As it investigates e-commerce adoption in the Arabian context, this study further extends
the use of these models to specific environments, such as developing nations or specific
countries. This is timely as e-commerce adoption needs extensive and comprehensive
research from different perspectives. Another worthy contribution of this study is its
examination of the impacts of different factors through the moderation of one specific
variable: flexibility-oriented organizational culture.

Managerial significance: By ascertaining the variables that influence e-commerce
adoption, this study aims to forward recommendations for enhanced e-commerce
adoption in the context of Saudi Arabia. To this end, the study assists SMESs in Saudi
Arabia in developing proper strategies to create an enabling environment for e-
commerce adoption, in line with the nation’s Vision 2030. MoreoVer, the findings of this
study inform policy makers and governments on the key considerations to develop
suitable policies and initiatives that encourage SMEs to adopt e-commerce. It also
forwards recommendations and directions for governments to provide advice to SMEs
on the process of transforming towards the use of technology and e-commerce.
Additionally, policymakers can use the findings to reduce the barriers to e-commerce
adoption and provide technical, financial, and managerial support for SMEs. The
findings can further help SMEs and their owners prepare for e-commerce adoption in
numerous ways, such as allocating the necessary resources, implementing training, and
more. This study also enhances SME owners’ understanding and acknowledgement of
the impact of e-commerce on their plans and strategies. In general, this study assumes
that its results will contribute to enhancing Saudi SMEs’ capability to adopt e-commerce,
which in turn, improves the country’s economic growth and development.

1.7 Scope of the Study

This study focuses on B2C e-commerce adoption by Saudi Arabian SMEs in the retail
industry, because this sector has the highest number of SMEs by economic activity.
Table 1.3 shows the number of Saudi SMEs by economic activity (General Authority for
Statistics, 2018).
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Table 1.3 : Number of SMEs by Economic Activity
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K - Financial and insurance activities 411 71 482

L - Real estate activities 849 125 974

M - Professional, scientific and technical activities 2,444 273 2,717

N - Administrative and support service activities 11,060 1,367 12,427

P - Education 1,307 572 1,879

Q - Human health and social work activities 2,681 693 3,374

R - Arts, entertainment and recreation 684 59 743

S - Other service activities 7.317 481 7,798

Total 146,225 17,280 163,505
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Retail SMEs in Riyadh, Makkah, and Eastern Province were the focus of this study
because they have the highest number of SMEs. Table 1.4 shows the number of SME
retailers by area in Saudi Arabia (General Authority for Statistics, 2018). The number of
SME retailers is 17,275 in Riyadh, 14,490 in Makkah, and 7,013 in the Eastern Province.
Moreover, Riyadh is the capital and the biggest city in Saudi Arabia, while Makkah is
an important trade center which attracts traders and businesses from all over the country
(Randheer & Al-Aali, 2015). Also, the Eastern Province is the oil and gas leader for
economic development in Saudi Arabia (Arab News, 2012). Thus, these areas were

considered the most suitable for this study.

Table 1.4 : Number of SME Retailers By Area in Saudi Arabia
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(Source : General Authority for Statistics, 2018)



1.8

Definition of Terms

. E-commerce adoption: The process of purchasing, selling, transferring, or
exchanging goods, services, and/or information over computer networks such
as the Internet and intranets (Jain & Arya, 2021).

o Retailers: Those who engage in the commercial activity of buying and selling
goods (Randheer & Al-Aali, 2015).

. Technological factors:

o Relative advantage: The degree to which an innovation is perceived as
better than the idea it supersedes (Rogers, 2010).

o Cost in technology: The costs incurred for the adoption of e-commerce
technology, ranging from the cost of technology infrastructure to
maintenance and training costs (Sujatha & Karthikeyan, 2021).

o Internet capability: The degree to which the Internet is continuously
accessible (Al-Somali et al., 2015).

. Organizational factors:

o Technological readiness: The extent of availability of technology
infrastructure and relevant system and technical skills to support e-
commerce adoption (Hussain et al., 2022).

o Firm size: In Saudi Arabia, a small business employs six to 49
employees, while a medium-sized business employs 50 to 249
employees. Large firms have more than 250 employees (General
Authority for Statistics, 2018).

. Environmental factors:

o Regulatory and legal environment: The assessment of organizations in
preparation for the promotion, assistance, facilitation, and regulation of
e-commerce and the various requirements of the nation-state and its
specific institutions (Adam et al., 2020).

o Competitive pressure: The e-commerce efficiency level in the industry
of the company and its competitors (Sin & Sin, 2020).

. Individual Factors:

o Owner innovativeness: The degree to which, in the same social context,
an individual adopts innovation faster than others (Sanchez-Torres et
al., 2021).

o Owner IT knowledge: The level of IT knowledge of an SME owner
(Sin & Sin, 2020).
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. Organizational culture:

o Flexibility-oriented: The desire of the company to focus on change
based on the values of creativity, spontaneity, and risk-taking (Zeb et
al., 2021).

1.9 Organization of the Thesis

This study is divided into seven chapters. Chapter 1 provides the background of the
study, the problem statement, the research objectives and questions, the significance of
the study, the research scope, and the organization of the chapters. Chapter 2 provides
key information about Saudi Arabia and explains the concept of SMEs and e-commerce
in Saudi Arabia, whereas Chapter 3 reviews the literature on e-commerce and e-
commerce adoption by SMEs. Chapter 4 explains the theories applied in e-commerce
adoption research, with a focus on the combination of two main theories in this study.
The chapter then develops the conceptual framework and proposes the research
hypotheses on the factors influencing B2C e-commerce adoption. Chapter 5 discusses
the research design and methodology. It also describes the procedures of data collection
and questionnaire design, followed by the analytical tools used in this study. Chapter 6
presents the data screening results, including the identification of missing values,
detection of outliers, response rates, and common method bias tests. The results of the
SmartPLS analysis, specifically the measurement model, the structural model, and
blindfolding, are then reported. Chapter 7 discusses the conclusions from the findings of
this study, followed by the contributions of the study. Finally, the chapter addresses the
study’s limitations and forwards suggestions for future research.
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