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MANAGEMENT OF E-COMMERCE: IMPACT ON START-UP ECOSYSTEM

Abstract. The e-commerce sectoris one of the emerging and promising sectors. At the same time in the Kingdom of Saudli
Arabia, as this sector is experiencing a significant growth spurt that makes it one of the sectors supporting the national
economy by attracting more investments. In turn, it contributes to supporting GDP, as well as its role in creating more job
opportunities for young peaple through expanding entrepreneurship and innovation. E-commerce contributesto creating new
employment opportunities; Either by making it possible to establish small and medium-sized commercial projects for
individuals and linking them to global markets at the lowest investment costs by creating a means of direct communication
between the consumer and the product, or by providing them with job opportunities in many different fields related to e-
commerce applications; Such as e-commerce website specialists, store workers, administrators, and technicians. Despite
this, the success of the sectorin fulfilling its targeted role according tothe Kingdom's Vision 2030 remains subject to consumer
awareness, their confidence in e-commerce, the logistics services and payments system. Besides, the communication
infrastructure through the expansion of the number of POS devices at various payment outlets, they have indeed witnessed
significant growth. It recorded nearly 62% during 2018 compared to the situation in 2017. However, the number of these
devices is still needed to expand. The expanded role of this sector also requires taking into account work on organising many
activities to educate citizens about the importance of this sector to the various global e-commerce sites and how to use them,
taking into account the language so that there are no obstacles between the users of these sites. If should also work to
consider the cost of shipping expenses so that everyone can spend their requirements through e-commerce sites. The
Internet and the latest technological advancements resulted in the emergence of e-commerce. E-commerce is changing the
business environment across the globe. However, the motivating factor for this research has been the lack of research linking
the development of e-commerce and its impact on the start-up ecosystem that is specific to Saudi Arabia. There is a general
agreement amongst the scholars and experts that start-up ecosystem plays a critical role in the country's economic system
and e-commerce has become an integral part of that economic growth story of nations including Saudi Arabia. Therefore, the
primary aim of this research was to examine the impact of e-commerce on start-up ecosystem in Saudi Arabia. The authors
analysed the scientific journals and articles on the selected theme. The theoretical findings were put to the test using qualitative
interviews that lasted between 30-45 minutes with eight highly skilled and experienced professionals in the field of e-
commerce, start-up ecosystem, and management areas. Based on literature research and qualitative interviews, the key
findings of this research are: (1) e-commerce and start-up ecosystem are amongst the key drivers of Saudi Arabia’s economy,
(2) e-commerce have a significant positive impact on start-up ecosystem of Saudi Arabia, and (3) e-commerce has facilitated
the start-up ecosystem to become inclusive through the rise of women entrepreneurship in Saudi Arabia.
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Introduction. As rightly suggested by Al-Shohaib, Al-Kandari, and Abdulrahim (2009), Internet
technology has changed the dimension of doing business. E-commerce is proliferating due to its ability to
eliminate intermediaries as companies can sell their products and services to consumers through the
Internet, making it relatively easier (AlGhamdi, Drew and Affarraj, 2011). E-commerce has emerged from
being a technological issue to a business issue in the 21st century.

Another such key driver of economic system is the «start-ups», and Alkhunaizan and Love (2013)
suggested that a healthy start-up entrepreneurial environment spurs jobs creation, wealth creation, GDP
growth, and improves the standard of living. Realising the potential of start-ups, big companies are
outsourcing their tasks to start-ups, promoting innovation and healthy completion by helping the start-ups
overcome cash flow problems (Almosa, 2011).

Although, e-commerce and start-ups are identified as key drivers of an economic system, very little
research is available, linking both of them to understand the impact of e-commerce development on start-
up entrepreneurial environment. It is critical to understand this relationship given the huge investments
being seen in e-commerce across the globe, including Saudi Arabia. This research primarily aims to
contribute to this gap in knowledge by critically evaluating the e-commerce and start-up entrepreneurial
environment in Saudi Arabia. E-commerce has made a big difference for women in Saudi Arabia who are
pioneering the online fashion sector (Assaf, 2017). This situation, along with the median age of Saudi
Arabia being just 30 years makes this research highly relevant and essential to gain insight into the effects
of the development of e-commerce on start-up ecosystem in Saudi Arabia.

The research is carried out in four parts, which are discussed in the following paragraphs. The first
part evaluates the «e-commerce business in Saudi Arabia». The second part examines the «start-up
entrepreneurial environment in Saudi Arabia». The third part discusses the «impact of developing e-
commerce on start-up entrepreneurial environment in Saudi Arabia». Furthermore, finally, «results and
analysis of qualitative interviews» carried out with professionals and experts are presented that cross-
validates the findings of literature research.

The key findings of this research are:

(1) e-commerce and start-up ecosystem are amongst the key drivers of Saudi Arabia's economy;

(2) e-commerce has a significant positive impact on the start-up ecosystem of Saudi Arabia;

(3) e-commerce has facilitated the start-up ecosystem to become inclusive through the rise of women
entrepreneurship in Saudi Arabia.

Literature Review. Ahmad and Agrawal (2012) explained that the Internet has evolved drastically
since its inception and has survived even after the new network technology spawning from file sharing to
remote log in and email to World Wide Web (WWW). This view was substantiated by Ries (2011), who
stated that the Internet has transformed from the era of basic personal computers to communications in
the portable form which includes laptops, smartphones, tablets, and others. As rightly explained by
Barringer and Ireland (2019), the evolution of the Internet has always triggered the evolution of e-
commerce that took off with the emergence of WWW and browsers in the 1990s. According to Barakat et
al. (2018), the first stage of e-commerce started as merely selling goods online. In the second stage, it
was realised that customers want a holistic experience like the facility to view invoices, order history,
product recommendations, etc. and not just placing orders. As the Internet evolved, e-commerce evolved
to its third stage by becoming customer-centric, and 72% of the businesses selling solely online (Gay,
2016). Assaf (2017) argued that as the Internet is still evolving, e-commerce is all set to cater to the future
involving Artificial Intelligence, Virtual Reality and Internet of Things (loT) and the future is looking bright
for e-commerce which is predicted to facilitate 95% of purchases by 2040.

Smith and Shao (2007) stressed on the importance of Internet security and its direct impact on e-
commerce. They further explained that compromise on security could be fatal to e-commerce business as
it can lead to a lack of trust amongst consumers, lousy company reputation, financial loss, etc. Figure 1
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shows that browsers are the second most exploited applications worldwide. Therefore, there is a constant
need for research and development to overcome those security threats to make the e-commerce sector
sustainable.

Java; Adobe Flash; PDF:
Android; 2.36% 1.57%  0.66%
9.09%

Browsers;
13.47%A

Office; 72.85%

Figure 1. Commonly Exploited Applications Worldwide
Source: Plecher (2019).

Khan (2013) observed that for the e-commerce sector to flourish, four key factors are critical: (1)
technological, (2) political, (3) social, and (4) economic. Technological factors refer to telecommunication
infrastructure, access to the latest technological advancements, and cost-effective bandwidth availability.
Political factors refer to government initiatives supporting the use and development of the latest
technology, implementing reforms for growth and development of technology, and others. Social factors
are related to the penetration rate of the Internetand the willingness of people to use technology. Economic
factors refer to the average income of the people, cost of access to the latest technology, and economic
growth of the country. When these factors are evaluated against the potential of Saudi Arabia, figure 2
indicates that Saudi Arabia is well placed to achieve more than 95% Internet penetration rate by 2023 from
the current impressive levels of around 88% (Plecher, 2019). The government of Saudi Arabia is keen on
the e-commerce sector, which is evident when they allocated more than £600 million for the
implementation of the e-Government initiative in 2005. MAGNITT (2019) reported that the government of
Saudi Arabia had launched several initiatives for the achievement of Saudi Vision 2030. These initiatives
are fostering entrepreneurship at a degree than ever before. The initiatives include venture investments
for start-ups, mainly Saudi Arabia-based start-ups. It was a major initiative launched in 2018 to minimise
the current funding gaps for start-ups. Lavelle et al. (2013) stated that the quality and quantity of deal flow
of start-ups is increasing with the professional angel investors creating scalable start-ups.

Atotal of 30 institutions invested in Saudi-based start-ups in the first half of 2019 with local institutions,
capital firms, and international investors. It is anticipated that through strategic initiatives on multiple
verticals, Saudi Arabia has set its eye to become entrepreneurship hub of the region. Ries (2011) cited
some examples to highlight the importance of start-ups for the nation's economy, like Infosys for India,
brought a new wave of wealth creation amongst the middle-class working people. Similarly, Alibaba
transformed the situation for Small and Medium Enterprises (SME) in China, and Google employees saw
their net worth rise multifold. Impact of E-Commerce Sector Development on Start-Up Entrepreneurial
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Environment in Saudi Arabia. Barringer and Ireland (2019) rightly argued that Saudi Arabia was late in
realising the potential of e-commerce even though their readiness score was much higher than many other
nations that have outperformed Saudi Arabia in terms of e-commerce. Figure 2 below shows the
comparison of Saudi Arabia with other countries around the world. It can be noticed that Saudi Arabia had
a higher readiness score (placed within red ellipse) than countries like China, India, Mexico, Indonesia,
Argentina, and others (placed within green ellipse). However, Saudi Arabia did not capitalise on that as
the countries mentioned above managed to achieve a higher growth rate in e-commerce while Saudi
Arabia just saw the growth of slightly over 1% as of 2017. However, Saudi Arabia has taken steps to make
up for the failure to materialise its high readiness score into e-commerce growth by setting up an ambitious
Saudi Vision 2030 with e-commerce playing a pivotal role in achieving that vision (Gay, 2017). Therefore,
the development of e-commerce is vital for Saudi Arabia to ensure sustainable economic growth.
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Figure 2. E-commerce Penetration Growth vs Readiness
Source: Barringer and Ireland (2019)

Even in terms of funding, 24% was grabbed by the e-commerce sector with an increase of 19% from
the first half of 2018. It can be inferred from the above facts that e-commerce has a direct impact on start-
ups to a significant extent. Barakat, Hill, and Akhrass (2018) conducted a detailed study on women
entrepreneurship in Saudi Arabia and attributed the success of fashion e-commerce in Saudi Arabia to
women entrepreneurs who benefited from the rise in e-commerce. The literature research has indicated
that e-commerce and start-ups are critical drivers of growth for the country's economy. The literature
research also confirmed that the development of the e-commerce sector is necessary, and it has a positive
impact on the start-up entrepreneurial environment in Saudi Arabia. As suggested by Brinkmann & Kvale
(2015), validating theoretical findings adds credibility and quality to the research work. Using qualitative
interviews, this research attempts to find answers to the research problem about what impact does the
development of e-commerce have on start-up entrepreneurial environment in Saudi Arabia.

Methodology and research methods. Considering the complexity of the research topic and
qualitative research approach offering the ability to unveil any hidden truths to the researcher, qualitative
interviews were conducted to validate the theoretical findings explained in the earlier section. The interview
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participants were selected using the snowball and criterion sampling methods. The professionals and
experts in the field of e-commerce, technology, and start-up businesses were selected for this research,
making a combined experience of the participants exceeding 155 years. A total number of eight
participants were selected that include experts from backgrounds that are relevant for this research, as
shown in table 1. Ensuring all the relevant research ethics are strictly followed for this research, no
sensitive information such as date of birth, address, and gender were collected as they are not necessary
for this research topic and to maintain anonymity, but they were referred to as P1 through P8.

Table 1. Profile of Participants
Number of  Experience in E-commerce, Start-ups,

Participant Designation Participants  Consumer Behaviour, and Marketing
P1 Director of Finance 1 22 years
P2 Business Angel 1 25 years
P3 Senior Technology Consultant 1 18 years
P4 Business Angel 1 20 years
P5 Independent E-commerce Consultant 1 17 years
P6 Social Media Expert 1 14 years
p7 Independent Marketing and 1 19 years

Consumer Behaviour Consultant
P8 Director of Marketing 1 22 years

~ Source: developed by the authors

Results. To help understand the findings, this section is divided into three parts similar to literature
research section:

(1) e-commerce in Saudi Arabia;

(2) Start-up Entrepreneurial Environment in Saudi Arabia;

(3) impact of e-commerce sector development on the start-up entrepreneurial environment in Saudi
Arabia.

The participants were asked the questions that fell into one of the above categories. The responses
and analysis are explained in the following subsections.

1. E-commerce in Saudi Arabia. To gather information about the prevailing e-commerce situation in
Saudi Arabia, the participants were asked to explain their views and opinions about the perception of e-
commerce in Saudi Arabia. P4 explained that e-commerce has evolved in a big way, and Saudi Arabia is
no different from any other country when it came to embracing e-commerce. P4, however, conceded that
there was a bit of delay in fully accepting e-commerce in Saudi Arabia. P8 was of the view that Saudi
Arabia is considered to be lagging in implementing latest technologies and the reason is primarily being
lack of research that is specific to Saudi Arabia as it is culturally different from Westermn countries. P2
expressed that with the full backing of the government of Saudi Arabia, e-commerce has gained popularity
immensely with more and more people liking the way of shopping e-commerce is offering. Similar views
were shared by P7, who stated that people can now shop at their convenience online from anywhere using
smartphones, laptops, desktop computers, and other gadgets. P8 explained that the critical feature of e-
commerce is about establishing a direct connection between consumers and manufacturers eliminating
the intermediaries resulting in lower prices for the products and services. P3 was of the view that the latest
technological advancements, including the arrival of smartphones, have facilitated the businesses to reach
out to people in remote areas and cater to their needs. P2 said that the spike in e-commerce investments
is evident in the last few years as more and more e-commerce start-ups are garnering funds from various
investors. The responses of the participants about the degree of conduciveness for e-commerce
businesses are shown in figure 3.
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Figure 3. Degree of Conduciveness for E-commerce Business in Saudi Arabia, the number of
participants
Source: developed by the authors.

2. Start-up Entrepreneurial Environment in Saudi Arabia. To understand the start-up ecosystem in
Saudi Arabia, participants were asked several questions about challenges faced by aspiring entrepreneurs
and existing conditions in Saudi Arabia. As mentioned earlier, the participants had immense knowledge
and experience in start-up projects. P2 explained that with the Saudi Vision 2030, the government is
encouraging start-ups in Saudi Arabia on a big scale. Their investment funding arm for start-ups as well
as other local and international investors is the driving force behind the rapid growth of start-ups in Saudi
Arabia. P7 shared similar views and added that this is the best phase for start-ups with plenty of
opportunities, and e-commerce is one of the biggest favourites amongst the start-ups to attract huge
investments. P5 expressed that historically, e-commerce is one of the highest funded sectors in MENA
region and it is gaining further traction in the last few years, and with the growth percentage increasing
year-on-year, it will not be surprising if it becomes the top-funded sector in Saudi Arabia. P1 suggested
that government initiatives to fund the start-ups have been able to solve funding gaps for start-ups and
have helped a lot in developing the start-up ecosystem in Saudi Arabia. P4 explained that the number of
investors willing to fund start-ups had increased significantly, and the entry of both local and international
investors has undoubtedly enhanced the quality of start-up ecosystem. P6 was of the view that the
emergence of social media has helped start-ups achieve higher penetration rate in terms of marketing,
expanding customer base, and reaching out to target audience in a cost-effective manner. Similar views
were expressed by P8, who said that social media had facilitated the start-ups to keep their marketing
strategies lean and focussed, resulting in value for their money spent on marketing and brand building.
Therefore, some of the success factors behind healthy start-up ecosystem in Saudi Arabia are e-
commerce, social media, and government initiatives. The responses from participants about the
healthiness of start-up ecosystem in Saudi Arabia are shown in figure 4.

3. Impact of e-Commerce Sector Development on Start-up Entrepreneurial Environment in Saudi
Arabia. The participants were asked to explain the impact of the development of e-commerce on start-up
entrepreneurial environment in Saudi Arabia, which is the leading research topic.

P5 explained in greater detail that the significant impact of e-commerce start-up entrepreneurial
environment in Saudi Arabia is that it brought in women entrepreneurs to the start-up ecosystem of Saudi
Arabia. P7 also shared similar views and added that it is a well-known fact that women entrepreneurs add
significant value to the ecosystem, and Saudi Arabia was behind other Western countries in this regard.
E-commerce has offered a platform for women entrepreneurs, and now they are leading the fashion e-
commerce in Saudi Arabia.
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Figure 4. The healthiness of the Start-up Ecosystem in Saudi Arabia
Source: developed by the authors

P8 said that e-commerce has an enormous positive impact on multiple verticals of start-up ecosystem
in Saudi Arabia. P8 elaborated and said that cost-effective marketing and facilitating the start-ups to sell
directly to its consumers have made a big difference in margins and achieving breakeven point at a much
faster pace. P2 said that earlier marketing used to take a big chunk of the budget, but with e-commerce in
play, it has become much cheaper, resulting in reducing the business risk for start-ups. P6 also shared
similar opinions that launching a start-up has become a lot cheaper due to reduced cost in marketing,
distribution, and logistics. Manufacturers can directly sell their products and services without paying hefty
fees to the middlemen. P3 said that it is a win-win situation for both buyers and sellers as buyers have the
luxury of browsing and purchasing the products and services at their own time and from anywhere using
the digital devices like smartphones, tablet, PC, laptop, and others. The start-up ecosystem has become
more inclusive by offering opportunities to all sections of society. The responses of participants on the
impact of e-commerce on start-up ecosystem are shown in figure 5. There was a general agreement
amongst the participants that e-commerce has a high positive impact on start-up ecosystem.

10
8
6
4
2
0
High positive impact Medium positive Low positive impact Negative impact
impact

Figure 5. Impact of E-commerce on Start-up Ecosystem in Saudi Arabia
Source: developed by the authors

Conclusions. The primary aim of this research was to examine the impact of e-commerce on start-
up entrepreneurial environment in Saudi Arabia. To achieve that, a critical review of current e-commerce
situation, prevailing start-up ecosystem in Saudi Arabia, and the importance of e-commerce and a healthy
start-up ecosystem was carried out using extensive literature, journals, and articles from various experts
and scholars. The literature research pointed out that the start-up ecosystem and e-commerce are
amongst the key drivers of the nation's economic system. It has also been identified that e-commerce has
a significant positive impact on start-up ecosystem. These findings were put to the test using qualitative
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interviews with the highly skilled and experienced professional in the field of e-commerce, start-up, and
management areas. The information gathered through these interviews validated the theoretical findings.
This research recommends the nurturing of start-up ecosystem in Saudi Arabia by using e-commerce as
a catalyst in building a healthy start-up ecosystem. This research concludes by strongly stressing on the
crucial role start-up ecosystem has to play in achieving the Saudi Vision 2030.

This research specifically focused on Saudi Arabia, and it has been the limitation of this research.
However, the findings and theoretical underpinnings can be used by researchers, academicians, and
management people working across the world.

This research serves as a pointer for fellow researchers to take further research work related to Big
Data, Cloud Computing, and their relationship with e-commerce sector and start-up ecosystem in Saudi
Arabia and other parts of the world. E-commerce has the potential to contribute to the economy in a big
way, and therefore, research about e-commerce and new technologies must be an ongoing process.

Author Contributions: conceptualisation, B. A, I.A., N.A; methodology, B.A., A A, N.A;
validation, B. A, A. A., A. Q., N. A.; resources, B. A, A. A., N. A.; data curation, B. A., A.Q., . A, N. A;
writing-original draft preparation B. A, A. A., N. A.; writing review and editing I. A., A. Q.,N. A,; visualisation
B. A, N. A supervision, B. A., A. A., N. A;; project administration, B. A., A. Q.
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YnpaBniHHs eneKTPOHHOO KOMepLi€to: BNJIMB Ha eKocucTeMy cTapTanis

CmpimKkuli po3sumok iHmepHemy ma Ho8imHix mexHonoeill 06yMo8uIu PO3BUMOK eIeKmPOHHOI mopeieni. Pesynsmamu
cucmemamus3ayii nimepamypHux dxepen cgidyamb NPO OBMEXeHiCMb ICHYIOYUX HayKoeUX HanpaueaHb Wodo po3gUMKY
enekmpoHHoi Komepuii ma ii ennuey Ha ekocucmemy campanig y Caydigcekili Apasii. [onosHolo Memoto cmammi € aHani3 ennusy
€enekmpoHHOI mopeigni Ha po3sumok cmapmanie y Caydiechkill Apaeii. Bubipky daHux cchopmogaHO Ha OCHO8I pe3ynbmamig
onumysaHHs 80CbMU 8UCOKOKeanichikosaHux ma doceidyeHux ¢haxisuie y cehepi enekmpoHHOT komepuii, po3sumky cmapmanie ma
merHedxmermy. Memodonozito docridxeHHs 3acHo8aHO Ha 2nubunHomy iHmepe’lo mpusanicmio 8i0 30 do 45 xeunuH. [ns
0ocsigHeHHs1 nocmasieHoi Memu agmopamu KpUmMUYHO OUIHEHO HU3KY nimepamypHux Oxepen 3 docnidxysaHoi memamuku. Y
cmami 8CMaHoBMEHO, WO e1eKMPOHHA Mopeiesisi CNPUSIE PO3BUMKY HaUiOHaIbHOI eKOHOMIKU WISXoM 3asmyyeHHs 0odamkosux
iHeecmuuid. [pu uyboMy po3sumok nidnpuemHuymea ma iHHoO8auiliHoCMi enekmpoHHOI mopeigni cnpusie 3pocmaHHIO
Moxrusocmell npauesnawmysarHa Monodi y pisHux cghepax isbHOCMI, AKi Marme 8I0HOWEHHS 00 eNeKmPOHHOI Komepuii,
ceped Akux: ¢haxigyi eebcalimie enekmpoHHOi mopeieni, npauisHUKU OHnaliH-Ma2a3uHie, MexHiyHi cneuiamicmu. Y cmammi
3a3HaYEHO, WO CEKMOP ENIEKMPOHHOI KOMEPUiT Cnpusie CMBOPEHHI0O Manux ma CcepedHiX KOMEPUilHUX npoekmie ¢hi3uyHumu
ocobamu, eugodayu ix Ha enobanbHUll PUHOK NpU HU3bKOMY pieHi iHeecmuuyiliHux eumpam. Asmopamu 308edeHo, wo
eghekmusHicmb ¢hyHKUiOHy8aHHS CeKmMopy eeKmPOHHOI Mopeigi ma 8UKOHaHHS HUM Uilbosux mapaemig «CmpameaiyHux yinet
2030 Koponiecmea» 3anexums 6i0 pieHs 06i3HaHoCcmi cnoxugavis, 008ipu 00 en1leKmpOHHOI mopeieni, ikocmi 1o2icmuyYHuUX nocye,
cucmemu niamexie ma KOMyHikauitHoi iHgppacmpykmypu, sika 3abesnedyemscs Yepe3 po3wupeHHs cucmemu POS-mepmiHarnis y
Pi3HUX mopaosux moykax. 32idHo 3i cmamucmuyHumu OaHumu, Kinbkicms POS-mepminanie y 2018 poui 3pocnia matixe Ha 62% y
nopisHsiHHi 3 2017 pokom. 3pocmanHs poni cekmopy enekmpoHHOi mopeieni nepedbavae opeawisauyio HUKU 3axodig OnA
nidguweHHs pigHs 0bisHaHOCMI cnoxusayie NPo (hyHKYIOHY8aHHSI CEeKmMOpy enekmpOHHOI mopeigni wiisxoM npoMoyii ceimosux
8eb-calimig enekmpoHHoi komepuii. Cnoxugayi NOBUHHI 3HaMU NPUHUUNU (hyHKUIOHY8aHHs ocbiuiliHo2o eeb-calimy, Mosy
iHmepcbeticy ma ymosu docmasku Onis 6esnepebiliHoi 83aemodii i3 8i0noesidHuM eeb-calimom. 3a ompumaHumu meopemuyHumu
ma npakmuyHuMu pe3ynbmamamu O0CTIOXeHHSs, asmopamu 8U3Ha4YEeHO, WO: eNeKMPOHHa KoMepyis Sk cmapman € 00HUMU i3
KITHOYO08UX PYWIlHUX CUl eKOHOMiYHOo20 po3sumky Caydiechkoi Apasii; enekmpoHHa KoMepuisi Mae CmamucmuyHo 3Hayywuli
nosumueHull ennug Ha yoocKoHaneHHs ekocucmemu cmapmanig Caydigcbkoi Apasii; enekmpoHHa Komepuis cnpusie AoCaeHeHHIO
iHKmro3usHocmi cmapmanig y Caydigcekili Apasii Yepe3 3pocmaHHs numomoi 8agu XiHO4020 nidnpueMHULMea.
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