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« Abstract

This thesis explores the transformative role of digitalization in shaping entrepreneurship innovation within the Saudi
Arabian context. Amidst the Kingdom's ambitious Vision 2030 reform plan, digitalization emerges as a pivotal force
in diversifying the economy away from oil dependence and fostering a vibrant entrepreneurial ecosystem. Through a
mixed-methods research approach, combining quantitative surveys of Saudi entrepreneurs with qualitative interviews,
this study investigates the multifaceted impacts of digital technologies on startup innovation, market entry strategies,
and business model evolution. Key findings highlight that digitalization has significantly lowered barriers to entry for
new ventures, democratized access to global markets, and facilitated an unprecedented flow of information and
resources. Moreover, the study reveals that government-led digital infrastructure investments and regulatory reforms
have catalyzed a surge in tech-driven startups, particularly in fintech, e-commerce, and digital health sectors. However,
challenges such as digital skill gaps, cybersecurity concerns, and uneven digital adoption rates across regions pose
hurdles to maximizing digitalization's potential benefits. The thesis also delves into the role of digital platforms in
enhancing entrepreneurial networking and collaboration, both locally and globally. Through case studies of successful
Saudi startups, it is demonstrated how leveraging digital technologies for innovation has not only enabled scalability
and competitiveness but also contributed to societal challenges such as youth unemployment and women's economic
empowerment.

Keywords: Digitalization, Entrepreneurship Innovation, Entrepreneurs, Government Incentives, Vision 2030, Saudi
Arabia.
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«+ Introduction

Digitization has established a novel platform for entrepreneurial engagements. The entrepreneurial process has been
significantly transformed by several factors such as e-commerce, virtual B2Bs, resource bundling, opportunity
identification, and business positioning (Jauck, 2019). The Saudi Arabia 2030 vision aims to diversify the economy
and prioritise innovation and entrepreneurship in order to shift from a natural resource-based economy to a knowledge-
based economy. The vision may be realized by leveraging human resources and creating opportunities through a boost
in the workforce's contribution to output (Mahmud, 2020).

Digitalization is a powerful and transformative influence that is changing economies and sectors on a global scale,
and Saudi Arabia is also experiencing this change. Recently, the Kingdom has undertaken a bold initiative to broaden
its economic base, decrease its reliance on oil, and cultivate a flourishing business environment. The adoption of
digital technologies is crucial in driving the change, since they serve as catalysts for innovation and entrepreneurship
in the country (Sarabdeen & Alofaysan, 2023).

Digital entrepreneurship is being pushed by both public and private sectors as a way to diversify regional economies,
create more jobs, and encourage innovation. In light of the impending depletion of oil supplies, the current priority is
to establish Saudi Arabia as a leading center for innovation and digital entrepreneurship on a worldwide scale.
Accordingly, digital entrepreneurship has recently been put into place in Saudi Arabia with the goals of fostering new
company formation, increasing competitiveness, and motivating the subsequent generation of entrepreneurs (Aloulou
& Al-Othman, 2021).

«* Problem Statement

The influence of digital transformation on business strategy is a substantial and dynamic field of research. The
objective is to identify and highlight the main factors that drive the growth of strategic business management,
considering the latest advancements in digital transformation. Companies must develop a comprehensive digital
strategy framework to effectively deal with the disruptive nature of this trend and to attain operational excellence. The
advent of digital transformation has significantly influenced the functioning and strategic direction of businesses,
facilitating the enhancement of operational effectiveness, improvement of client experiences, and the development of
novel business models and sources of revenue. Businesses must adapt to the changes brought about by digital
transformation in order to maintain competitiveness. The digital transformation has had a profound effect on various
aspects of business, including models, opportunities, and challenges. It has significantly altered traditional business
models and has the potential to completely transform industries, disrupt established business models, and generate
new avenues for growth and achievement. Success factors in digital transformation, especially in the context of
information technology companies, play a vital role in enabling organisations to sustain their competitiveness.

% Study Hypotheses

H1: The development and expansion of digital infrastructure in Saudi Arabia positively correlate with an increase in
entrepreneurial innovation, enabling startups to access broader markets and leverage advanced technologies more
efficiently.

H2: A supportive regulatory framework for digital businesses significantly enhances the growth and innovation
capacity of entrepreneurs in Saudi Arabia, by reducing barriers to entry and fostering a conducive environment for
digital ventures.

H3: The level of digital literacy and the availability of digital entrepreneurship education among the Saudi population
positively influence the rate and quality of entrepreneurship innovation, by equipping potential entrepreneurs with the
necessary skills and knowledge to innovate and compete in the digital economy.
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H4: The availability and accessibility of digital financial services (such as online banking, mobilE4aymBA e
fintech solutions) are critical enablers of entrepreneurship innovation in Saudi Arabia, by easing financial transactions,
reducing costs, and increasing the efficiency of capital allocation.

H5: Cultural attitudes towards digitalization and entrepreneurship in Saudi Arabia significantly impact the willingness
of individuals to engage in entrepreneurial activities, with more positive attitudes leading to a higher propensity for
innovation and startup creation.

H6: Government-led initiatives and support for digitalization, as outlined in Vision 2030, directly contribute to an
increase in entrepreneurial activities and innovation, by providing resources, guidance, and a vision that aligns public
and private sector efforts towards digital entrepreneurship.

H7: The rate of technology adoption among businesses in Saudi Arabia is a critical determinant of entrepreneurship
innovation, with higher adoption rates facilitating more innovative business models, products, and services in the
digital domain.

% Study Objectives

1. To evaluate the level and scope of digitalization within the Saudi Arabian entrepreneurial ecosystem,
including infrastructure, technology adoption rates, and digital literacy among entrepreneurs.

2. To investigate how digital technologies, influence the innovation processes within startups and established
businesses, including product development, business model innovation, and market entry strategies.

3. To analyze the impact of government-led initiatives, such as those outlined in Vision 2030, on fostering a
conducive environment for digital entrepreneurship and innovation, including regulatory frameworks,
financial incentives, and support programs.

4. To identify the main obstacles that entrepreneurs face in leveraging digital technologies for innovation, such
as access to capital, digital skills gaps, regulatory hurdles, and cultural attitudes towards entrepreneurship.

5. To assess the role of digital financial services, including fintech solutions, in supporting entrepreneurship
innovation by facilitating access to finance, streamlining payment processes, and enabling new business
models.

6. To determine the extent to which digital entrepreneurship is contributing to the diversification of the Saudi
economy away from oil dependency, in line with the objectives of Vision 2030.

7. To examine the broader societal impacts of digital entrepreneurship in Saudi Arabia, including job creation,
social inclusion, and the empowerment of underrepresented groups such as women and youth.

8. To offer targeted recommendations for policymakers, educators, and business leaders to further enhance the
digital entrepreneurial ecosystem in Saudi Arabia, fostering innovation and economic growth.

% Study Importance

The rationale behind this thesis is multi-faceted, grounded in the significant role digitalization plays in modern
economies and the unique position of Saudi Arabia in the global economic arena. Firstly, the digital revolution has
democratized access to information, disrupted traditional industries, and spawned new markets, making it imperative
to understand its implications on entrepreneurship. In the context of Saudi Arabia, a country known for its rapid
adoption of digital technologies and substantial investments in digital infrastructure, examining the impact of
digitalization on entrepreneurship offers insights into the nation's evolving economic fabric.

Secondly, the Saudi government's proactive approach towards digitalization, highlighted by initiatives such as the
National Digital Transformation Unit and the Saudi Data and Artificial Intelligence Authority (SDAIA), underscores
the country's commitment to harnessing digital technologies for economic growth. This thesis seeks to evaluate the
effectiveness of these initiatives in stimulating entrepreneurial innovation and to identify the challenges and
opportunities that digital entrepreneurs face in this burgeoning ecosystem.
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Furthermore, with Saudi Arabia's Vision 2030 placing a strong emphasis on entrepreneurship as a key driver for
economic diversification and job creation, understanding how digitalization facilitates or impedes this goal is crucial.
This research aims to contribute to the ongoing discourse on digital entrepreneurship, offering empirical evidence and
insights specific to the Saudi context.

Lastly, this study is motivated by the gap in existing literature on the intersection of digitalization and entrepreneurship
within the Middle East, particularly in the context of Saudi Arabia's unique socio-economic landscape. By focusing
on this underexplored area, the thesis aims to add valuable knowledge to the academic field and provide policy
recommendations to support the Kingdom's digital entrepreneurial ecosystem.

R/
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Limitations of the Study

Access to proprietary or sensitive business data may be limited, potentially affecting the depth of case studies
or the granularity of analysis.

The digital and entrepreneurial landscapes are highly dynamic, and new developments could emerge during
the research, which may not be fully captured in the thesis.

Interpretations of interviews and case studies may introduce subjectivity, although this will be mitigated
through methodical analysis and cross-validation of sources.

The findings specific to Saudi Arabia’s context may not be fully applicable to other countries or regions due
to cultural, economic, and regulatory differences.

Given the vast array of digital technologies, the research may not cover all technologies in depth but will
focus on those most relevant to entrepreneurship and innovation within the selected sectors.

Quantifying the direct impact of digitalization on entrepreneurship innovation can be challenging due to the
multifaceted and indirect ways in which digital technologies influence businesses.

Terminology of Study

Digitalization: When companies embrace digital technologies to revamp their services, operations, and

models, they are engaging in digitalization. This entails transforming information into a digital format and

implementing these changes. It includes the pervasiveness of digital technology and their impact on daily
life, which in turn alters the way companies function and provide value to consumers. Digitalization,

according to this concept, boosts efficiency, creates new market opportunities, and encourages innovation

and entrepreneurship by making previously impossible things possible.

Entrepreneurship: When people take financial risks to start a firm or businesses with the expectation of
making a profit, they are engaging in entrepreneurial activity. Startups are tiny businesses that offer a product,

process, or service for sale or rental. The process of planning, establishing, and maintaining a new firm is

part of this. This study takes a digital perspective on entrepreneurship, looking specifically at the ways in

which digitalization affects entrepreneurial endeavors in Saudi Arabia and the possibilities and threats they
face.

Innovation: Innovation is the process of transforming an idea or invention into a product or service that

generates value or for which consumers are willing to pay. It encompasses all processes by which new ideas
are generated and converted into useful products, and it involves the deliberate application of information,

imagination, and initiative to derive greater or different values from resources. In the context of this thesis,

innovation is specifically associated with digital technologies and the ability of entrepreneurs to create new
business models, products, and services.

Digital Entrepreneurship: A subset of entrepreneurship known as "digital entrepreneurship™ seeks to build

new companies and revamp old ones by making use of the internet and other digital media to their fullest

potential. It entails conducting business via digital mediums, be it the sale of goods or the provision of g
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services. In light of Saudi Arabia's digital transformation efforts under Vision 2030, this thesis investigates
digital entrepreneurship as a critical factor in the country's economic development and innovation.

e Vision 2030: Saudi Arabia's Vision 2030 is a strategic framework that aims to diversify its economy, reduce
its reliance on energy, and strengthen public service sectors, including health, education, infrastructure,
recreation, and tourism. It encompasses objectives such as the implementation of significant economic
initiatives and the enhancement of non-oil revenue. This thesis examines the alignment and support of these
objectives with digitalization and entrepreneurship innovation, using Vision 2030 as a backdrop.

e Ecosystem: An ecosystem, as it pertains to entrepreneurship, is a web of interdependent entities that impact
the birth, development, and maintenance of new businesses and initiatives. These entities include
entrepreneurs, corporations, investors, governmental bodies, and educational institutions. This thesis
focusses on the digital entrepreneurial ecosystem in Saudi Arabia and examines how different parts of it
either help or hurt the growth of digital entrepreneurship.

« Literature Review

1. Aspects of Digital Transformation
1.1. Local Content Development

The creation of locally relevant content is an essential part of the digital transformation process, especially for
developing nations. The term "local content development™ describes the process of making and improving digital
material that is specific to and useful for a certain geographic area. The expansion of local content has the potential to
greatly affect economic growth by opening up new avenues for individuals and enterprises to engage in the digital
economy. Underprivileged communities can gain access to digital services and information through local content
generation, which in turn helps to close the digital divide.

Research has shown that local content development can have a positive impact on economic growth, particularly in
emerging economies. For example, a study conducted in Nigeria found that the development of local content in the
ICT sector had a positive impact on economic growth, job creation, and innovation. Similarly, a study conducted in
Kenya found that the development of local content in the mobile phone industry had a positive impact on economic
growth and job creation.

But there are obstacles to local content generation as well, including a lack of infrastructure, funds, and resources.
Investment in and support for local content development by governments and enterprises is crucial for overcoming
these problems.

To sum up, digital transformation isn't complete without local content production, especially in developing nations.
Innovation, job creation, and economic growth can all benefit from the development of local content. While there are
many advantages to creating local content, there are also some obstacles; therefore, it is critical for governments and
corporations to promote and invest in local content creation.

1.2. Economic Growth

The advent of digital transformation has shaken up economies and companies all across the globe. Productivity,
efficiency, and innovation have all seen significant boosts thanks to digital technology's pervasiveness in many
industries. Some important conclusions drawn from research on the topic of digital transformation and GDP growth
are as follows:
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e Productivity and efficiency: Improved data management, process automation, and operational efficiency
have all resulted from digital transformation, which has helped firms streamline their operations.

e Innovation and collaboration: Businesses can stay competitive and adapt to changing customer expectations
with the use of digital tools and platforms that empower employees to communicate more efficiently,
exchange ideas, and cultivate an innovation culture.

e New business models: The advent of digital transformation has facilitated the creation of novel products and
services that were previously unattainable or unfeasible, hence enabling organisations to access untapped
markets and customer segments.

e Competitive advantage: Companies that adopt digital transformation can distinguish themselves from rivals
by providing distinct client experiences, optimizing operations, and developing inventive solutions.

Nevertheless, achieving the effective execution of digital transformation necessitates a well-established strategy and
transformative modifications pertaining to strategy, leadership, and organisational culture. It is necessary for
governments and enterprises to evaluate and tackle the specific elements that have an impact, in order to implement a
more comprehensive digital strategy framework that will lead to improved operational performance and contribute to
economic expansion.

Ultimately, digital transformation has a substantial influence on economic expansion by enhancing productivity and
effectiveness, promoting creativity and cooperation, facilitating the creation of novel business models, and granting a
competitive edge to organisations who adopt it. Nevertheless, the effective execution of digital transformation
necessitates a solidly established plan and transformative modifications pertaining to strategy, leadership, and
organisational culture.

1.3. Foreign Direct Investment (FDI)

Foreign direct investment (FDI) is a crucial component of digital transformation, as it entails the transfer of financial
resources from one organization to another, frequently across international boundaries, in order to obtain ownership
stakes in other enterprises or initiatives. Foreign direct investment (FDI) can have a pivotal impact on the process of
digital transformation by offering firms the essential resources and specialized knowledge to effectively launch and
expand their digital efforts.

Key findings from the literature on the relationship between digital transformation and FDI include:

e Enhanced operational efficiency and productivity: Foreign direct investment (FDI) can assist companies in
streamlining their operations, automating processes, and improving data management through the use of
digital technology.

¢ Innovation and collaboration: FDI can bring together different companies and countries, fostering innovation
and collaboration in the development and adoption of digital technologies.

e Innovative business models: Foreign direct investment (FDI) opens doors to new markets and consumer
segments by funding the creation of products and services that were previously unimaginable or unfeasible.

e Competitive advantage: Companies that receive FDI can gain a competitive advantage by adopting cutting-
edge digital technologies and implementing innovative business models.

However, FDI can also face challenges, such as limited resources, lack of infrastructure, and limited access to funding.
To overcome these challenges, governments and businesses must invest in the development of local content and
provide support to local content developers.

In conclusion, FDI is a critical aspect of digital transformation, as it provides businesses with the necessary resources
and expertise to implement and scale their digital initiatives. However, the successful implementation of digital
transformation requires a well-founded strategy and transformational changes related to strategy, leadership, apd
organizational culture. v
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1.4. Investment Impact Debates

Some of the environmental and social welfare concerns associated with foreign direct investment (FDI) in the context
of digital transformation include:

e Environmental Impact: FDI may lead to the transfer of “cleaner” technologies, but it can also result in
increased environmental costs, particularly in natural resource sectors. The external environmental costs of
FDI in these sectors tend to be higher, and greater scrutiny of investment policy, incentives, and regulation
is needed to address these concerns.

e Long-Term Social and Environmental Impacts: Foreign direct investment (FDI) may have beneficial or bad
impacts on the host economy's ecosystem. The negative environmental effects of foreign direct investment
(FDI) are explained by the pollution haven hypothesis (PHH), whereas the positive effects are understood by
the pollution halo effect hypothesis (PHEH). Foreign direct investment (FDI) and its effects on sustainable
environments, especially in developing nations, warrant additional research.

e Social Welfare and Innovation: Inward FDI may impact local firm innovation, and concerns exist regarding
the potential effects on local businesses, particularly in the context of digital transformation. While FDI can
bring superior technology to host countries, its impact on local innovation and social welfare is a subject of
debate.

o Digitalization and Social Impact: It is intriguing to consider how the business climate and digital social media
marketing tactics affect foreign direct investment (FDI) flows. A lot of people are worried about and
researching the effects of the rapid growth of digital technology on SMEs, society, and the environment.

These concerns emphasize the necessity of acquiring a thorough comprehension of the environmental and social
consequences of foreign direct investment (FDI) in the context of digital transformation. It also underscores the
significance of formulating policies and strategies to mitigate potential adverse effects while maximizing the
advantages.

2. Benefits and Challenges of Investing in Local Production Facilities
2.1. Benefits

Investing in local production facilities can offer several benefits in the context of digital transformation:

e Reduced production costs: Local production can help businesses reduce production costs by minimizing
transportation and logistics expenses, making their products more competitive in the market.

o  Faster response times: Local production facilities can enable businesses to respond more quickly to customer
demands and market trends, allowing them to adapt and innovate more effectively.

e A more personalized experience: When companies manufacture their goods close to where their target
consumers live, they are better able to cater to their wants and requirements, which in turn boosts client
satisfaction and loyalty.

e Job creation and local economic development: Investing in local production facilities can create jobs and
contribute to the overall economic development of the local community, fostering a more sustainable and
resilient economy.

e Reduced environmental impact: Minimizing transportation distances and encouraging sustainable supply
chain practices through local production can effectively reduce the environmental impact of corporate
operations.
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2.2. Challenges

Despite the potential benefits, investing in local production facilities can also present several challenges in the context
of digital transformation:

e Limited market size: In some cases, the local market may be too small to support a dedicated production
facility, making it difficult for businesses to achieve economies of scale and maintain competitiveness.

e Regulatory barriers: Governments may impose restrictions on foreign direct investment (FDI) in certain
sectors or industries, making it difficult for businesses to invest in local production facilities.

o Infrastructure limitations: Local production facilities may lack the necessary infrastructure, such as advanced
manufacturing technologies or specialized facilities, to support the digital transformation process.

e Supply chain management: Managing a complex global supply chain can be challenging, and investing in
local production facilities may require businesses to reevaluate their supply chain strategies and adapt to new
logistical requirements.

e Competition: Increased local competition may pose challenges for businesses seeking to invest in local
production facilities, as local competitors may already have a strong presence in the market.

In conclusion, investing in local production facilities can offer several benefits in the context of digital transformation,
such as reduced production costs, faster response times, enhanced customization, job creation, and reduced
environmental impact. However, the process can also present challenges, including limited market size, regulatory
barriers, infrastructure limitations, supply chain management, and competition. Businesses must carefully weigh the
potential benefits and challenges when deciding whether to invest in local production facilities as part of their digital
transformation strategy.

3. Benefits and Challenges of Digital Transformation

3.1. Benefits

e Reduced investment cost: Digital transformation can lead to more efficient use of resources and lower
operational costs, resulting in reduced investment requirements.

e Improved financial performance: Companies that successfully implement digital transformation strategies
can experience increased revenue and profitability.

e Improved customer experience: Digital transformation empowers organisations to deliver tailored customer
experiences, resulting in enhanced customer happiness and loyalty.

e Streamlined operations: Digital technologies can help businesses streamline their operations, improve
efficiency, and respond more quickly to customer demands and market trends.

3.2.Challenges

o Inadequate strategic focus: The majority of digital transformation strategy studies focus on isolated
aspects of the phenomenon, rather than offering a comprehensive evaluation of the status of digital
transformation in organisations.

o Inadequate research on implementation: There is a scarcity of research on the practical execution of
digital transformation plans in organisations, specifically regarding the difficulties and elements that
contribute to success.

e Lack of sufficient focus on organisational change: The process of digital transformation is intricate and
requires substantial modifications within the organization. However, several studies tend to focus the
technological dimension rather than the human and organisational dimensions of digital transformation.

e Insufficient focus on SMEs: Most of the literature on digital transformation focuses on large
organizations, leaving a gap in our understanding of the digital transformation strategies ad
implementation in small and medium-sized enterprises (SMES). )
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4. Strategies for Maximizing Impact of Digital Transformation

The existing studies on the impact of digital transformation on business strategy provide valuable insights into the
benefits, challenges, and strategies for maximizing impact. Some of the key findings from the existing studies include:

e Reduced Investment Cost: Digital transformation can lead to more efficient use of resources and lower
operational costs, resulting in reduced investment requirements.

e Improved Financial Performance: Companies that successfully implement digital transformation strategies
can experience increased revenue and profitability.

e  Better Customer Experience: With the help of digital transformation, companies can now provide customers
more tailored experiences, which increases customer happiness and loyalty.

e Streamlined Operations: Digital technologies can help businesses streamline their operations, improve
efficiency, and respond more quickly to customer demands and market trends.

There is a dearth of research on implementation, insufficient emphasis on organisational change, and a failure to
adequately address small and medium-sized businesses (SMEs), among other difficulties highlighted by previous
studies.

5. Saudi Vision 2030

To diversify the economy, lessen reliance on oil money, and grow non-oil sectors, the Saudi government established
the comprehensive plan known as Saudi Vision 2030. A more prosperous and innovative Saudi Arabia, with more
chances for employment and better living conditions for all, is the goal of the plan. Digital transformation plays a vital
role in Saudi Vision 2030, as the plan recognizes the importance of digital technologies and their potential to transform
the economy. The government is promoting innovation and entrepreneurship through initiatives such as the Saudi
Vision Cable, a monumental project that symbolizes the nation's telecommunications ambitions. The plan also
emphasizes the need for a robust digital infrastructure, a skilled workforce, and a supportive regulatory environment
to promote innovation and growth. One of the key initiatives of Saudi Vision 2030 is the National Transformation
Program (NTP), which aims to transform key sectors of the economy through digital technologies. The NTP includes
more than 500 projects, with a budget of $72 billion. Overall, digital transformation is playing a critical role in the
success of Saudi Vision 2030, driving economic growth and improving the quality of life for citizens. The commitment
to digital growth and development is clear, and it's exciting to think of the endless possibilities that lie ahead as the
country continues to develop and diversify its economy.

6. Existing Theories and Models that Relate to Digitalization, Entrepreneurship, and
Innovation

The theoretical framework provides the conceptual underpinnings for your study. It should draw on existing theories
and models that relate to digitalization, entrepreneurship, and innovation, and explain how these theories support the
research.

o Diffusion of Innovations Theory: This theory, proposed by Everett Rogers, can help explain how digital
innovations spread within the entrepreneurial community in Saudi Arabia. It can shed light on the adoption
rates of digital technologies among businesses and the factors influencing adoption decisions.

e Resource-Based View (RBV): The RBV of the firm can be used to analyze how Saudi Arabian startups
leverage digital resources as strategic assets to gain competitive advantages. This perspective can help
understand the role of digital skills, digital infrastructure, and digital platforms in creating value for startups.

e The Dynamic Capabilities Framework: It is a framework that highlights the capacity of organisations to
effectively combine, develop, and adapt their internal and external skills and abilities in response to quickly
evolving circumstances. This is especially important for comprehending how the process of digitalizationy,
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empowers Saudi entrepreneurs to create new and adjust existing business models in order to respond to
changes in the market.

e Lean Startup Methodology: While not a theory in the traditional academic sense, the Lean Startup
methodology by Eric Ries offers a practical framework for how startups can use digital tools to iterate and
pivot quickly based on customer feedback, emphasizing the role of digitalization in enabling agile
entrepreneurship.

e Triple Helix Model: This model, which highlights the interactions between academia, industry, and
government, can be applied to understand the collaborative efforts in fostering a digital entrepreneurship
ecosystem in Saudi Arabia, particularly in relation to Vision 2030 initiatives.

%+ Previous Studies
Some of the existing studies on the impact of digital transformation on business strategy include:

e A comprehensive guide on digital transformation impact on businesses by Xenon stack, which discusses the
importance of digital transformation, the process implementation, and the positive impact on revenue and
competition.

e The article on LinkedIn Pulse, titled "Digital transformation: The Impact on Business Operations &
Strategy," examines the influence of digital transformation on business operations and strategy. It highlights
the necessity for businesses to adjust to the changes brought about by digital technologies in order to maintain
competitiveness.

e A research paper by Core Academic titled "THE IMPACT OF DIGITAL TRANSFORMATION ON
STRATEGIC BUSINESS MANAGEMENT," which identifies key drivers of strategic business management
development in the light of digital transformation and the need for a broader digital strategy framework.

o A detailed review of digital transformation in business by Proud Pen, which discusses the role of digital
transformation in influencing organizational structures and management strategies, as well as its impact on
strategic planning.

e A research paper titled "Digital Transformation” by DIVA Portal, which investigates the need for digital
transformation from the perspectives of different stakeholders and aims to formulate prerequisites for a digital
business model.

These studies provide insights into the impact of digital transformation on business strategy, highlighting the need for
a well-founded strategy, transformational changes in leadership and organizational culture, and the influence of digital
transformation on various aspects of business operations and strategy.

s Methodology

1. Research Design

Our findings offer multiple resources pertaining to the influence of digital transformation on corporate strategy. The
resources highlight the necessity for companies to strategically modify various aspects of their business in order to
leverage digital technologies. They also address the difficulties and constraints involved in implementing digital
transformation, as well as the significance of a well-developed strategy and transformative changes for achieving
successful digital transformation. The literature emphasizes the importance of having a well-defined plan for digital
transformation, considering the human and organisational factors involved in the process of change, and recognizing
the necessity for significant changes in leadership and organisational culture. These findings will be useful in shaping
the theoretical framework and research approach for the thesis.
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1.1. Qualitative Component

In this thesis's qualitative section, we will examine previous research on how digital transformation has affected
company strategies, paying special attention to the positive and negative aspects of this trend. The literature review
will offer a thorough grasp of digital transformation's theoretical and practical components by drawing on a variety of
sources, such as books, academic journals, and reports. The theoretical framework of change management will serve
as a guide for the review. This framework stresses the significance of having a well-defined plan for digital
transformation, as well as the human and organisational components of change. It also emphasizes the necessity for
leadership and organisational culture to undergo transformational changes.

The review will be conducted using a systematic approach, including a comprehensive search of relevant databases
and the use of inclusion and exclusion criteria to identify relevant studies. The data will be analyzed using a thematic
analysis approach, which involves identifying key themes and patterns in the data and synthesizing the findings to
provide a comprehensive understanding of the impact of digital transformation on business strategy.

This thesis's qualitative section will shed light on the theoretical and practical aspects of change management within
the framework of digital transformation, in addition to the difficulties and potential benefits of digital transformation.
The results will direct the quantitative part of the study and help shape the theoretical foundation and research strategy
for the thesis.

1.2. Quantitative Component

The quantitative aspect of this thesis will entail conducting a survey of firms in Saudi Arabia to evaluate the influence
of digital transformation on their business strategy. The survey will aim to gather data regarding the difficulties and
possibilities linked to digital transformation, the approaches employed by businesses to execute digital transformation,
and the influence of digital transformation on their financial performance, customer satisfaction, and operational
effectiveness.

The survey will be administered to a cross-section of Saudi Arabian firms using a pre-designed questionnaire.
Stratified random sampling will be used to choose the sample, which will consist of enterprises ranging in size and
from various industries. We will use descriptive statistics and inferential statistics, including regression analysis, to
examine the survey data and determine what factors affect the effect of digital transformation on company strategy.

The quantitative component of this thesis will provide valuable insights into the impact of digital transformation on
business strategy in Saudi Arabia, as well as the challenges and opportunities associated with digital transformation.
The findings will be used to validate the theoretical framework developed in the qualitative component of the study
and to provide practical recommendations for businesses seeking to implement digital transformation strategies.

2. Data Gathering Procedure
The data collection for this thesis will involve two primary resources:

e Secondary Data: A review of current literature regarding the influence of digital transformation on company
strategy, encompassing scholarly journals, publications, and reports. This course will offer a thorough
comprehension of both the theoretical and practical elements of digital transformation, along with the
difficulties and possibilities linked to its implementation.

e Primary Data: A survey of businesses in Saudi Arabia to assess the impact of digital transformation on their
business strategy. The survey will be designed to collect data on the challenges and opportunities associated
with digital transformation, the strategies adopted by businesses to implement digital transformation, and the
impact of digital transformation on their financial performance, customer experience, and operational
efficiency.
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2.1. Survey Methodology
» The data collection process of survey will involve the following steps:

e Literature Review: Conduct a comprehensive search of relevant databases and academic journals to identify
relevant studies on the impact of digital transformation on business strategy.

e Survey Design: Create a structured questionnaire to gather data from a representative sample of enterprises
in Saudi Arabia. The questionnaire will encompass enquiries regarding the financial performance, operational
efficiency, and customer experience of businesses, as well as the strategies they have implemented to execute
digital transformation. Additionally, it will enquire about the challenges and opportunities associated with
digital transformation.

e Sample Size: The sample size for the survey of businesses in Saudi Arabia will need to be carefully
considered to ensure that it is representative of the population and provides sufficient statistical power to
draw meaningful conclusions.

o Data Collection Methods: Distribute the questionnaire to a sample of businesses in Saudi Arabia, using a
stratified random sampling technique to ensure a diverse and representative sample.

o Data Analysis: Utilize descriptive statistics and inferential statistics, such as regression analysis, to examine
the data gathered from the survey. This analysis will help identify the specific factors that have an influence
on the impact of digital transformation on corporate strategy.

e Ethical Considerations: The researcher must guarantee that the research is performed ethically, with proper
safeguards in place to preserve the privacy and confidentiality of survey participants. Consent will be sought
from all participants after providing them with relevant information, and the data collected will be exclusively
utilized for the objectives of this research.

2.2. Interview Methodology
» Participant Selection
The participants for the qualitative interviews were selected based on the following criteria:

e Experience in Digital Transformation: Participants had to have experience leading or participating in digital
transformation initiatives in their respective organizations, providing valuable insights into the challenges
and successes of these efforts.

o Diverse Industries: Participants were selected from various industries, such as technology and
telecommunications, retail, and financial services, to ensure a diverse range of perspectives on digital
transformation.

e Leadership Roles: Participants held leadership positions, such as CEOs, ClOs, or heads of digital
transformation, as they were able to provide insights into the strategic aspects of digital transformation.

> Interview Structure

The qualitative interviews were conducted using a semi-structured interview approach, allowing participants to share
their experiences and insights on digital transformation. The interview structure included the following topics:

e Background and Organization: Questions focused on the participant's organization, size, and industry, as well
as their role and responsibilities in relation to digital transformation.

e Digital Transformation Journey: Participants were asked to share their experiences and challenges in
implementing digital transformation initiatives, as well as the strategies they adopted to maximize the benefits-
of these initiatives. {
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e Impact on Business Strategy: Questions addressed the impact of digital transformation on the participant's
organization's business strategy, including any changes in operational efficiency, customer experience, and
revenue generation.

e Leadership and Organizational Culture: Participants were asked about the role of leadership and
organizational culture in the successful implementation of digital transformation initiatives, as well as any
transformational changes they had to make to lead these initiatives.

> Data Collection Process

The qualitative interviews were conducted in-person or via video conference, lasting approximately 30-60 minutes
each. The interviews were audio-recorded and transcribed for analysis. To ensure data privacy and confidentiality,
participants' names and organizations were not included in the transcriptions.

We can explore various perspectives on digital transformation through qualitative interviews. Here's a structure for
the subsections, each with main questions and responses:

e Government Perspectives

Main Questions:

1. How do you view the role of digital transformation in national economic development?

2. What policies or initiatives has the government implemented to support digital transformation in businesses?
Responses:

1. "Digital transformation is pivotal for economic growth. It boosts innovation, efficiency, and competitiveness on a
global scale.”

2. "We've launched several initiatives, including tax incentives for tech investments and programs to enhance digital
skills in the workforce."

e Industry Expert Insights

Main Questions:

1. What are the key trends in digital transformation across various industries?
2. How do you think digital transformation will evolve in the next five years?
Responses:

1. "There's a strong trend towards Al and loT integration. Industries are also focusing on cloud computing for
operational agility."

2. "In the coming years, we'll see more personalized customer experiences driven by data analytics and an increased
focus on cybersecurity."

avlbuw )l pglolig winli)l albo
Jourmal of Arts and Humanities - A

Fe <<
1.0 T v P
LA/




avluww )l pglalig ulsll aloo

Journal of Arts and Humanities

e Experiences of Local Businesses

Main Questions:

1. How has digital transformation affected your business operations and strategy?
2. What challenges did you face during your digital transformation journey?
Responses:

1. "It has been transformative, enhancing our customer engagement and operational efficiency. We've shifted
significantly towards online services."

2. "Our main challenges were budget constraints and the initial resistance to change from our staff. Training and clear
communication were key to overcoming these."

e |Investor Perspectives

Main Questions:

1. How do you evaluate the potential of a business's digital transformation strategy when making investment
decisions?

2. What role do you see digital transformation playing in the future of business investment?
Responses:

1. "We look for a solid digital strategy that aligns with the company's overall goals. A focus on innovation and
scalability is crucial.”

2. "Digital transformation is becoming a cornerstone for investment decisions. Businesses that leverage technology
effectively will have a competitive edge."”

Some Interviews took place with the following:

Digital Strategy December 3, Riyadh, Abdullah Digital transformation approaches and
1 Consultant 2023 1 hour Saudi Arabia Shameya methodologies
December 10, Riyadh, Abdullah Challenges of digital transformation in
2 CEO of Tech Startup 2023 1 hour Saudi Arabia Shameya startups
December 17, Riyadh, Abdullah Integrating new technologies in existing
3 Head of IT Department 2023 30 minutes Saudi Arabia Shameya systems
Digital Transformation | December 24, Riyadh, Abdullah Measuring the impact of digital
4 Specialist 2023 1 hour Saudi Arabia Shameya transformation
Professor of Business January 1, Riyadh, Abdullah Theoretical perspectives on digital
5 Administration 2023 45 minutes Saudi Arabia Shameya transformation
January 8, Riyadh, Abdullah Operational changes due to
6 Operations Manager 2023 1 hour Saudi Arabia Shameya digitalization
January 12, Riyadh, Abdullah Future trends in digital business
7 Industry Expert 2 2023 1 hour Saudi Arabia Shameya strategies
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% Results

1. Demographics of Survey Respondents
The demographics of the survey respondents are as follows:

e Industry: Most respondents (55%) work in the technology and telecommunications industry, followed by
retail (20%) and financial services (15%).

e Company Size: 35% of respondents work for companies with more than 1,000 employees, while 30% work
for companies with 10-49 employees.

e Job Function: Respondents held various job functions, including IT (20%), marketing (15%), and
management (15%).

e  Country: 70% of respondents work for companies based in Saudi Arabia, while 30% work for companies
based in other countries.

These demographic details provide an overview of the respondents and their organizations, helping to contextualize
the survey results and understand the impact of digital transformation on business strategy in the Saudi context.

2. Analysis of Survey Questions

In this section, we present the key findings and insights from each of the survey questions. The survey included
questions on various dimensions related to digital transformation in SMEs:

e Industry of Operation

Primary Industry of Organization
Transportation and Logistics Education
Energy and Utilities

Manufacturing

Retail

Technology

Finance and Banking

Healthcare
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Figure (1)

Impact of Digital Transformation on Strategic Decisions

Minimally

Not at all

Moderately
Significantly

Figure (2)

e Extent of Digital transformation in SMEs

Stage of Digital Transformation in SMEs Challenges in Digital Transformation for SMEs

Well established Technological challenges

No significant challenges
Uncertainty about benefits
Budget constraints
In progress
Lack of expertise

Figure (3)

Not started yet

Just starting
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e Impact on Job Creation

Effect of Digital Transformation on Job Creation

Reduced job opportunities No significant change

Significantly increased

Moderately increased

Figure (4)
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e Areas of Job Creation due to Digital Transformation

Areas of Job Creation Due to Digital Transformation

Customer Service
Marketing and Sales

No significant job creation

Data Analysis and Management

IT and Digital Technology

Figure (5)

e Transfer of Technology or Knowledge

Effectiveness of Technology/Knowledge Transfer

Not effective at all Slightly effective

Extremely effective

Moderately effective

Figure (6)
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Tools/Methods for Technology/Knowledge Transfer

External consultants or experts

Internal knowledge bases and documentation

Online training and webinars

Collaborative software and platforms

Figure (7)
e Influence on Overall Growth

Overall Growth Contribution

Question: To what extent has digital transformation contributed to the Ovﬁg%gﬁ,tvlyl hl?tfié%ur organization? Marginally contributed

Moderately contributed

Significantly contributed

Figure (8)
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Areas of Growth Impact

Customer base growth
Question: In which areas has digital transformation most positively impacted your organization's gr

Not applicable/No impact

Productivity improvement

35.0%

Revenue increase

Market expansion

Figure (9)

e Assessment of the Regulatory Environment

Adequacy of Regulatory Frameworks

Somewhat inadequate

Highly inadequate

Highly adequate
Neutral

Somewhat adequate

Figure (10)
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Challenges of the Regulatory Environment

Intellectual property rights

No significant challenges

Cross-border data transfer restrictions

Data privacy and protection laws

Compliance with industry-specific regulations

Figure (11)

e Significant Challenges

Major Challenges in Implementing Digital Transformation Most Challenging Aspect of Digital Transformation
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e Government Incentives and Support

Effectiveness of Government Incentives and Support in Digital Transformation

Ineffective
Not aware of any incentives/support programs

Highly effective 25.0% Slightly effective

30.0%

Moderately effective

Figure (13)

e Effectiveness of Government Incentives

Effectiveness of Government Incentives in Accelerating Digital Transformation

Not applicable Not effective

Extremely effective
Slightly effective

Moderately effective

Figure (14)
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e Contribution to Local Content Development

Contribution of Digital Transformation to Local Content Development

Not contributed
Not applicable / We do not focus on local content

Significantly contributed Slightly contributed

Moderately contributed

Figure (15)

e Competitiveness in the Saudi Arabian Market

Impact of Digital Transformation on Competitiveness in the Saudi Arabian Market

Decreased competitiveness No significant change

Not applicable

30.0%
Significantly increased competitiveness

Moderately increased competitiveness

Figure (16)
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3. Data Analysis and Interpretation of Survey

e The survey was conducted across various industries, with a significant number of responses from sectors like
technology, healthcare, and finance. The diverse industry representation provides a comprehensive view of
the impact of digital transformation across different sectors.

e Digital Transformation’s Impact on Business Strategy: 70% of respondents indicated that digital
transformation significantly or moderately improved their business strategy, highlighting its crucial role in
modern business practices.

e  Government Incentives and Digital Transformation: Around 50% of businesses found government incentives
either extremely or moderately effective in facilitating digital transformation, pointing to the importance of
supportive government policies.

e Challenges in Digital Transformation: Budget constraints (30%) and technological complexity (25%) were
identified as major hurdles, suggesting a focus area for businesses and policymakers.

e The positive response towards digital transformation’s impact on business strategy underscores its critical
role in maintaining competitiveness and relevance in today's market.

e The effectiveness of government incentives indicates a successful alignment of policy with industry needs to
some extent, though the 10% unaware of such incentives suggests a need for better communication and
accessibility.

e The identification of budget constraints and technological complexity as key challenges highlights the need
for strategic planning in resource allocation and skill development.

4. Data Analysis and Interpretation of Interview

e The interviews highlighted that digital transformation significantly impacts strategic planning and
operational efficiency. Businesses are increasingly shifting towards online services, leveraging Al, 10T, and
cloud computing.

e Government policies are critical in fostering a conducive environment for digital transformation. However,
there's a gap in awareness and utilization of these policies among businesses, indicating a need for more
effective communication and targeted support.

e Experts anticipate a surge in personalized customer experiences driven by data analytics in the next five
years. This trend necessitates a focus on building robust data management and cybersecurity protocols.

e Local businesses emphasized the transformative role of digital strategies in enhancing customer engagement.
However, challenges like budget constraints and resistance to change were common. This underscores the
importance of change management and training in digital adoption.

¢ Investors evaluate digital strategies based on innovation potential and scalability. Businesses with coherent
digital transformation strategies are increasingly favored for investment, highlighting the growing importance
of digital proficiency in attracting funding.

e These insights suggest that industries must adapt rapidly to stay competitive. Digital transformation is no
longer optional but a necessity for survival and growth.

«+ Conclusion

The impact of digital transformation on strategic business management has been profound, necessitating firms to
evaluate and address various influencing factors to effectively adopt a comprehensive digital strategy framework.
Research findings underscore the importance of establishing a clear digital transformation strategy, addressing both
human and organizational aspects of change, and implementing significant shifts in leadership and organizational
culture. This study offers practical recommendations for businesses aiming to navigate digital transformation,
particularly within the context of economic diversification and SME development. By providing valuable insights into
these areas, the study enhances understanding for both businesses and policymakers in Saudi Arabia and globally,
highlighting the critical elements necessary for successful digital adaptation and innovation. iy
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