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ABSTRACT

This paper reports on a global benchmarking

exercise carried out to examine issues related to

the development of the Internet and E-Commerce

in the Kingdom of Saudi Arabia. It is aimed to

underpin the existing problems facing consumers

and organisations and the hidden opportunities,

which will be exploited by overcoming these

obstacles. It is argued that the significant of this

research work lies in the fact that consumers

nowadays are using the Internet as part of their

daily activities and this can range from just

gathering general information to purchasing

products/services online [1]. Two surveys were

sent out following a pilot project to gather data

on the validity and reliability of the

questionnaires. The first survey was sent to 60

Internet users, a total of 48 responded with a rate

of 80%. The second was sent to 60 managers

and accountants within organisations in Saudi

Arabia, a total of 44 responded with a rate of

73%. The result of this study indicated that the

more the awareness of using the Internet the

more benefit would be gained. The research also

revealed some barriers related to Internet usage

from users, managers and accountants

perspectives. Although Internet is no doubt

useful, and timely, the delivery of service in Saudi

Arabia is costly and inefficient. 
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STRUCTURE & SCOPE

The first part of this paper begins with an

introduction to the Internet key applications in

both B2B and B2C. It outlines an overview of the

perception, potential and barriers of these

applications in different cultures similar in some

aspects to the Saudi Context. The second part

discusses the impact of E-commerce on financial

services. The third part focuses on the empirical

analysis of the surveys, and then a conclusion is

drawn.

STRUCTURE & SCOPE

Internet together with other information and

communication technologies are not only driving

financial global economies but also transforming

societies into knowledge-based economies around

the world. Recognising the vast potential of these

technologies to better the lives of people,

American, European and Far East governments are

investing substantially on different initiatives to

harness the full power of the Internet.

Over the last five years, the Internet has shown an

impressive growth record in terms of commercial

trade volume and private users [2]. This has led to

redefining almost all aspects of businesses. For

example, the adoption of recent and advanced

technologies in the way Internet is functioning

enabled organisations in facilitating transactions

in a speedy manner, lowering the search costs and

perfecting the match between both buyers and

sellers. Therefore, on one hand, Internet is playing

a key role in transforming social patterns,

strengthening the trade links between nations as

well as widening opportunities for economic and

social development worldwide. On the other hand

and from the organisation’s perspective this has

resulted in a fierce price competition, diminishing

product differentiation and disappearance of

brand loyalty [3].

Bakos indicates that the use of Internet opened

many venues for buyers to find almost every

product available for trade online, which can be

bought in common markets [4]. Carlson points

out that the existing consumer tracking

technology helps to generate useful data about

consumer preferences and the resulting customer

profiles allows the creation of products, which are

tailored to the buyers’ needs [5]. Mathew

emphasises that Internet has made new products

available, which did not and could not exist

before. These products are known as digital

products, as they have no physical form in

production and use, but primarily exist in the form

of small pieces [6].  

Factors Contributing to Internet Growth
According to Veloso there are three factors

contributing to the growth of Internet commerce:

1. The continuous decline in the prices of

information technology (IT) products, such as

computers and software’s.

2. The development of different platforms and

mass distribution of Internet browsers such as

Netscape, which provide a relatively easy way

to firms to develop a user-friendly interfaces

(Web sites).

3. The commercialisation of the Web itself with

media-rich content and electronic commerce [7].

Figure 1 detailes the distribution of these users by

region. Statistics shows that the majority of

Internet users are concentrated in the United

States, but there is also evidence that Japan and

Western Europe are catching up fast. Forecasters

predict that the more accelerated growth over the

next three to five years is expected to take place

in Asia and Latin America.

FIG. 1. INTERNET USERS BY REGION PERCENTAGE

Internet Key Applications  
Electronic Commerce (E-commerce) and other

Internet applications will never reach their

expected potential unless consumers have

confidence and security in going online. E-

commerce is a shorthand term that embraces a

complex mixture of technologies, infrastructures,

processes, and products brings together whole

industries and narrow applications, producers and

users, information exchange and economic activity

into a global marketplace called “the Internet”.

There is no universal definition of electronic

commerce because the Internet as a marketplace

and its participants are frequent and their

intricate relationships are evolving rapidly.

Rous states that E-commerce is an Internet

application, running on an infrastructure

composed of computers, communication systems

and software, it uses the Internet’s most

important infrastructure applications like the

browser, the World Wide Web and e-mail. It

enables companies and individuals to break down

geographical limits and time differences

combined with the relatively low cost of
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accessibility.  It is estimated that revenue form

using E-commerce will reach $ 1 trillion in 2003-

05 [8]. Therefore, Odlyzko predict that traffic on

the Internet is estimated to double each year [9].

Business-To-Business B2B
Timmers has pointed out three major

characteristics, which distinguish transactions

using electronic industrial markets from what has

gone before. The first distinguishing characteristic

is Globalisation. Internet increases an

organisation’s possibilities for global sourcing and

selling [10]. As Greenspan has said: ‘By lowering

the costs of transactions and information,

technology, this will reduce market frictions and

provide significant impetus to the process of

broadening world markets’. This means that

considerations about location can become

secondary and price competition is likely to

increase [11]. 

The second characteristic noted by Timmers is a

major increase in the possibilities for

Customization. Internet technologies facilitate

specification design and pricing online, which is

also likely to increase price competition. The third

characteristic of doing business on the Internet is

that it facilitates the solving of customer demands

through using a group of business partners [10]. 

The traditional linear model from producer to

customer is no longer holds, but value can instead

be delivered quicker and cheaper through a

network of partners. Other experts [12, 13] have

argued that transactions using electronic

commerce come far closer than do transactions

using traditional media to the economists idea of

perfect competition in that barriers to entry are

lowered, transaction costs are reduced, and buyers

have improved access to information. Such

fundamental changes, which carrying out

transactions using the Internet have encouraged

major investment from those seeking to exploit

them. For example, in the USA revenues from

transactions using the Internet tripled in 1999; in

Europe and Japan they raised faster still. But the

biggest growth is expected in the area of

transactions between businesses (B2B). It was

reported in The Economist (26 February 2000

issue that in 1999, global e-commerce was worth

a little over $150 billion with around 80 percent

of these transactions being between one business

and another. It was also noted by Forrester, a

respected research organisation in the field, the

value of E-Commerce market is to reach nearly

$1.5 trillion in the USA alone by 2003. Another

respected market researcher, Gartner, has forecast

that by one year later, 2004, the global B2B e-

commerce market will have continued growing

and will be worth £4.8 trillion. As James has

remarked, it is hard to know how seriously to take

these dramatic predictions but major growth in

this area seems inevitable [14]. 

The first major developments in the area of

buying and selling on the net (B2B) started in the

mid 1990s and saw major firms such as Wal-Mart

and General Electric moving buying and selling

online to cut costs and speed supplies. The aims

of cutting paperwork and time may have been

simple but the results were impressive. 

General Electric (GE) demonstrates another

example. The company has a trading process

network, which is a Web-based link to suppliers so

that they can bid for GE components’ contracts.

According to GE, it cut procurement cycles in half,

processing costs by one-third and the cost of

goods purchased by between 5 percent and 50

percent. IBM also provides additional example of

the amount of savings been made from trading

on-line. By 1999, IBM had plugged 6,700

suppliers into its online procurement system and

bought more than $12 billion worth of goods over

the Net. This eliminated around 5 million invoices.

This, together with sharper purchasing as a result

of increased transparency, etc., resulted in IBM

saving $240 million on the $11 billion it spends.

Customer support is another area where major

savings can be made in some companies, through

putting customer technical advice online. Again,

for example, IBM estimates that, for every service

call handled through (http://www.ibm.com), it

saves 70 percent to 90 percent of the cost of

having a person take that call. In 1999, IBM

expects to handle 35 million online service

requests, thus saving 750 million US dollars.

Research by Cox and Dale has shown that

organisations often develop a presence on the

Net without paying sufficient attention to the

quality of their Web site. She has clearly outlined

the importance of a number of factors including

clarity of purpose, accessibility and speed and

ease of use as well as site content and the way in

which the site is related to customer service and

relationships. Too often, those operating in the

B2B market think their Web site design is

relatively unimportant compared to more

consumer-oriented sites [15].

Business-To-Consumer (B2C)
E-commerce began as a vehicle for browsing the

Web and buying a few books or CDs. This has

been transformed into a platform that changed
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how organisations and customers are interacting

virtually. In its early stage, e-commerce was

adopted to support business-to-consumer (B2C)

information flows and simple transactions. B2C e-

commerce now enables consumers to read and

listen to national and international news,

purchase products, make investments and apply

for loans as well as engaging in countless other

information- and entertainment-related activities.

There are a number of economic forces that affect

B2C e-commerce. Levels of discretionary income,

credit card use, telephone access, personal

computer ownership, and Internet service

subscriptions are important indicators, and tend

to create a gap between various tiers of living

standard. More affluent citizens for example tend

to live in cities rather than in rural areas. Other

forces are discussed in different cases in the

following section.

The Brazil and Singapore Cases
The majority of Web users in Brazil are from the

upper income classes because they speak English

and are wealthy. However, the case in Singapore

is different. A recent survey conducted by Lien

estimated that 59% of the country’s households

own PCs and 42% have Internet access [16]. But

this high level of PC ownership does not

necessarily translate into equally large

percentages of consumer e-commerce. Even

though the Singapore rate exceeds such

percentages for Japan, Australia, and the USA,

consumer e-commerce in Singapore is still in its

early stage. High Internet access costs and low

service quality might discourage widespread

adoption of consumer e-commerce. 

There appear to be two significant aspects of

culture that impact B2C e-commerce: 

a) Consumer trust in the accuracy and privacy of

the electronic transaction, 

b) A preference for face-to-face purchasing

transactions [17, 18, 19]. 

A Goldman Sachs Investment Research report claims

that the five-year (1998-2003) growth rate of

Internet use in Asia is expected to be twice to USA

[20]. In both absolute numbers and percentages,

the greatest potential for B2C e-commerce rest in

Asia. There are four key variables of Asia culture can

be identified from these projections. 

First, Asians generally are not always comfortable

with the idea of being in debts so few people have

credit cards. Yet the primary means of payment for

B2C e-commerce is a credit card, thus potentially

eliminating a large segment of the population

from engaging in e-commerce. This is particularly

true in China [21, 22], a country that is forecast by

IDC to have 18% of the Asia-Pacific region’s

Internet users in 2003, and to account for US$11.7

billion in online transactions in 2004 [23]. 

Second, Asians are less trusting and inclined to

share personal information with retailers,

especially in online transactions without face-to-

face contact [24, 17]. 

Third, Asians ability to provide a reliable and

affordable telecommunications infrastructure, and

its physical transportation and delivery systems

are not yet completed. While the projection of

South Korean Internet use in 2003 [17] is small

in number, approximately 9.5 million users, a

strong interest in wireless phone subscriptions

and the growth of public telecommunications

networks, domestic online services, and Internet

access will help build South Korean consumers’

use of e-commerce [25]. Singapore recently

loosened its regulations on the

telecommunications industry, potentially creating

a stronger and more competitive market for

telecommunications and Internet services [26].

The availability of free Internet access and e-mail

accounts, along with more reliable and affordable

fixed and mobile phone systems, might make

consumer e-commerce more attractive to Asians.

Fourth, the uncertainty and risk related to Asia’s

business and economic climate. The market

economies of Japan, South Korea, and Singapore

are recovering from the Asian recession of the late

1990s. These areas seem ripe for the development

of B2C e-commerce, as consumer interest in the

Internet grows. Singapore’s government seeks to

promote a broader, contemporary

telecommunications infrastructure and to promote

Internet business development. While the Chinese

economy was less affected by the 1997 financial

crisis, the volatility of its government policies and

business initiatives has caused some firms to

exercise caution and move slowly with their e-

commerce plans [27, 24]. 

A recent survey of Chinese Internet users indicated

that approximately 48% view online shopping as

the most promising online undertaking (multiple

responses to the 11 categories of online activity

were allowed). But nearly 37% said that the

biggest drawback to online shopping is a lack of

information security [28].
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Europe Case
According to the Pan European Internet Monitor,

107.8 million Europeans, or 34% of the total

population, have Internet access [29]. This

number is expected to grow to 50% by 2003.

Jupiter Communications, an electronic commerce

research firm, projects that e-commerce revenues

in Europe are set to increase eightfold, rising from

approximately EUR 8 billion in 2000 to EUR 64

billion by 2005. However, a lack of initiative

dealing with consumers’ privacy questions has the

potential to negatively impact both European

Internet commerce and online advertising. For

example, only 10% of European Web sites

surveyed by Jupiter Communications post a

privacy policy on or linked from the main

homepage [30].

Liesbeth Hop, CEO of Pro Active International,

stated, “These first results of the Pan European

Internet Monitor show that Internet in Europe is

starting to catch up at high speed, although we

still see very large differences between Northern,

Southern and Western Europe” [29]. Thirty-five

percent of adults in the UK and 30 percent of

adults in Germany have access to the Internet.

Contrast that with the 5% of adults in Hungary

who have Internet access, and the digital divides

becomes very apparent in Europe [31]. Germany is

projected to be Europe’s largest e-commerce

marketplace [32].

The Latin American Case
In one respect, the opportunity for B2C e-commerce

in Latin America is similar to that in Asia: a large

percentage of the population is not yet connected

to the Internet. Some are optimistic about Latin

America’s high growth potential for computer

hardware companies and Internet Service Providers

(ISPs). IDC reports that the number of Internet users

will reach 19 million by 2003, compared with 7.5

million users in 1999. Jack Davies, president of

America Online International, says, “The market is

less well developed than Europe, Japan, or Canada,

but there’s a bigger upside potential [18]. Latin

America’s demographics also speak to the promising

future of e-commerce, says Susan Segal, general

partner and head of Latin America at Chase Capital

Partners. Nearly about 100 million people control

65% of the region’s buying power, and 75 percent

of Latin Americans fall in the Internet use age

category of 15 to 34-year-olds [33].

The North America and Canada Cases
Ninety-two million people in the USA and

Canada, or 40% of the population over the age of

16, report that they use the Web [34], and the

USA alone was expected to have 115 million

Internet users by the end of 1999 [31]. 

The only regularly predictable variable in North

American e-business is change. Internet use in the

USA and Canada has continuously grown and

evolved from its early public adoption. While

Canada is not far behind, the top ten Web sites

visited (by volume of unique hits) are still all

based in the USA, supporting the idea that the

USA is a hub of e-access and commerce. 

The USA has generally taken a hands-off approach

to Internet and privacy regulation, although in the

last year or so attention has been increasing in the

areas of children’s privacy and the privacy of data

obtained through cooperative transactions. 

In Canada, this aspect of e-commerce is different

from its southern neighbour. In Canada’s vision

for the future of electronic information services, a

“government as a user” simile is used to project

its view of uses and applications for information

exchange [35].

US and Canadian cultures further contribute to a

successful e-business paradigm because debt is an

accepted part of their consumer culture.

Singapore’s consumers have successfully adopted

a “card culture,” using debit rather than credit

cards [36]. Still, the USA and Canada have been

slow to shift to a debit card culture. Such a

fondness for the credit card has been taken as far

as a consumer’s interaction with the federal

government. Recently, the US government began

accepting credit cards as a means of paying

federal income taxes [37].

THE IMPACT OF E-COMMERCE 

ON FINANCIAL SERVICES

The financial services sector has seen a growing

intensity of competition within the market place

over the last decade. In the UK this competition

developed in the 1970s with a concentration on

the traditional marketing mix elements of product,

price, promotion and place. It has been argued

that this led to homogeneity rather than

differentiation, with a common market concept

perceived by the customer. 

The widely reported overcapacity within the

financial services marketplace indicates that a

differentiator leading to competitive advantage is

necessary, and it is widely argued that this should

be quality of service particularly given the

increasing degree of consumer awareness. While

all the major UK banks have embarked on some
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form of quality initiative, little progress is

apparent in the perception of customers. 

Electronic Finance (E-Finance)
In the last 20 years, the financial services industry

has witnessed dramatic changes, largely driven by

globalisation, deregulation and consolidation

trends. Technological advances accelerated the

process, reinforcing some of these trends

particularly globalisation and deregulation, as well

as facilitating the development of E-Finance [38].

This has blurred the boundaries between different

financial institutions, enabling new financial

products and services to appear and making the

existing one available in different packages. 

Saatcioglu introduced business model called

“financial portal”. This model develops proprietary

indices that focus on individual and small-

business customer’s needs as well as matching the

financial instruments to these indices. Therefore, it

is uses as a device that establishes and rebalances

portfolios as needed. For example, the model

provides clients with customised investment

services, while not requiring the knowledge and

resources for investing in individual securities, is

more tailored to specific needs than mutual funds

or index-tracking stocks, and is much more

affordable, and maybe more comfortable than

hiring financial consultants for investment advice.

Implementing this business model would not be

feasible without the use of Internet [39].

Electronic Banking (E-Banking)
E-Banking refers to the use of Internet as a

remote delivery channel for providing services

such as opening a deposit account, transferring

funds among different accounts and electronic bill

presentment and payment. This can be offered in

two main ways. First, an existing bank with

physical offices can establish a Web Site and offer

these services to its customers in addition to its

traditional delivery channels. Second, is to

establish a virtual bank, where the computer

server is housed in an office that serves as the

legal address of such a bank. Virtual banks offer

their customers the ability to make deposits and

withdraw funds via Automated Teller Machines

(ATMs) or other remote delivery channels owned

by other institutions.

Three ways are used to structure Virtual Bank. For

New investors is to obtain a charter from the

state or federal supervisory authorities. For an

existing banking company is to create a

separately capitalised subsidiary bank. The third

and beginning to be pursued by investors as

better way is to purchase the existing charter of a

traditional bank and then to recast the bank as a

virtual bank under that charter.

Banks in Saudi Arabia are moving slowly and with

caution into the E-Banking because their concerns

for security and reliability. There are a multiple calls

for academicians, computer specialists, and people

at large to pay serious attention to banking system

and increase awareness of its implication on the

country future. Once customers are convinced

about the multifarious advantages of E-Banking

and move ahead to the Virtual Bank system.

EMPIRICAL ANALYSIS

A pilot sample was sent to academic within the

University as an initial step to ensure the accuracy

and relevance of questions. After reviewing the

pilot, the author observed the procedures that

have been suggested by Saunders when using

similar administrative questionnaire via email

[40]. Therefore, prior sending the questionnaire to

managers and accountants within organisations in

Saudi Arabia and to ensure better response rate,

the author made contacts with those

organisations to encourage and provide awareness

of the research value. These organisations

environments had a number of networked

computers, with Internet resources, that were used

substantially in organising their programmes.

The second step was sending the questionnaire

via email a sample of 60 Internet users and 60

managers and accountants accompanied by a

covering letter. The third step, emailing those

responded first and thanking them for the prompt

reply. The fourth step was sending a follow-up

sample with a covering letter and copy of the

questionnaire to those who have not responded.

The survey instruments asked for three types of

information relating to organisations and Internet

users in Saudi Arabia as they relate to Gardiner’s

conceptual model and to the methodology used

in researching them. These three types of

information concerning the use of Information

Technology (Internet and E-Commerce), relevant

psychosocial factors in using the Internet, and

relevant physical factors in using the Internet.

However, before going in depth in this

information it is useful to be acquainted with

general information about the organisations and

Internet users that being surveyed. This

information includes whether the organisations

have operated e-commerce and how long as well

as information about the Internet users’ gender,

age, and educational level. 
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Therefore, as illustrated in figure 2, (45%) of

respondents’ managers and accountants within

organisations said, their companies have operated

electronic commerce, whereas (34%) of these

organisations have not operated. The remaining of

the percentage of managers and accountants

said, e-commerce will take place in their

companies in the future. Whilst the majority of

organisations do have Internet access, a

significant minority of 34% do not. The larger the

organisation, the more likely that Internet access

will exist, although 18% of organisations with

over 50 employees have no Internet access, and

this seems to be a very high proportion for

organisations of that size. Of those who do not

have email around 50% suggest that they do not

need it. This position did not vary across

organisations addressing different client groups,

to any great extent.

FIG. 2. ORGANISATIONS OPERATING E-COMMERCE

25% of organisations that have e-commerce

operated in their transactions responded that, e-

commerce have been operating in their companies

for less than six months, while almost double this

percentage said, they have it between year and

two years, this is illustrated in Figure 4 below. It is

obvious from the chart that the percentage of

operating e-commerce raises.

FIG. 3. PERIOD OF OPERATING E-COMMERCE

According to Internet users’ survey, the greatest

proportion of respondents as illustrated in Table I

was male (83.3%) this due to the cultural of

Saudi people.

TAB. 1. GENDER OF RESPONDENTS

Figure 4 reports the age of the respondents in 

six-year increments, starting with the category of

below 18 years. Internet users aged 31-45 years

represent the largest category and the smallest

were under the age of 18 years. This is can be due

to the awareness of the benefit of the Internet in

that age.

FIG. 4. INTERNET USERS AGE GROUP

Figure 5 represents education level of

respondents. The majority of Internet users in this

sample hold baccalaureate (33.33%), and

(27.08%) of the respondents have a high school.

FIG. 5. INTERNET USERS EDUCATION LEVEL

Figure 6 demonstrate the length of respondents

being using Internet to reflect their experience

and difficulties are facing. 53% of the users only

being using the Internet less than six months and

only 23% have been using it more than three

years. This indicates that Internet usage is still in

a very early stage of development.

FIG. 6. THE PERIOD OF USING THE INTERNET 

DISCUSSION AND CONCLUSIONS

The search for excellence for all types and sizes of

organisations is their main objective. The winner

is the one who predicts changes in the

appropriate manner and responds quickly and

effectively to them. This can only be achieved
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through a mixed bag of tricks in terms of policies,

procedures, techiques and IT tolls. Internet is a

powerful tool that enables organisations in

achieving their strategic prioirities. 

This research work underpinned a number of

problems that still exist in the Saudi’s culture in

relation to the use of IT: These are:  

1. The continuing relying on face-to-face contact

principles. Spread use of e-mails might replace

this attitude.

2. Developing backlash to everything being

online since so many can’t access it. 

3. Problems with information overload.

4. Many things don’t work because different

people and organisations have different levels

of technology.

5. Charges still expensive.

6. The need for technical support and expertise.

7. Lack of a management commitment and

understanding the potential role of IT on the

country’s future.

8. Middle aged and older people were more

reluctant to use IT.

9. Concerns that web sites might be used for

partisan community lobbying or criticism

10. A view that it was a diversion from core work

of the organisation.

11. The impetus for adoption of IT may be the

recruitment of new staff from elsewhere.

The research also highlighted three major benefits

for using E-Commerce in Saudi Arabia. These

include organisational benefits (efficiency), service

delivery benefits (effectiveness) and wider

networking, capacity building and social capital.

Organisational benefits (efficiency)
a) Collection, analysis and submission of statistics,

b) Information storage and retrieval,

c) Spread of information flow,

d) Massive savings for mailing,

e) Massive savings for research,

f) Communication between staff at different sites,

g) Cheap transmission of documents,

h) Massively reduced administrating staff costs,

i) Collaboration, joint use of resources,

j) Reduced need for time consuming face-to-face

meetings, particularly valuable at national or

regional level, 

k) Mailings and newsletters to client groups and

members,

l) Access to published documents and funding

application forms,

m) Fundraising correspondence and research,

n) Marketing, and

o) Clearer financial management and stock

control.

Service delivery benefits (effectiveness)
There was a wide range of benefits quoted, often

by individual organisations, but with clear general

applicability:

1. Speedy access to client records for each

support session,

2. Mutual support groups online,

3. Video conferencing for rural areas,

4. Potential for learning centre,

5. Sharing of evidence based good practice,

6. E-mail and web sites allow deaf people to

access information and to secure employment

by demonstrating information processing skills,

7. Research at speed to find solutions for clients,

8. Extensive but low cost contact with members

and clients through e-newsletters,

9. Extending consultation processes to smaller

organisations and giving all consultees longer

to respond and thus make more thoughtful or

informed comments,

10. New knowledge of lesser known funding

sources,

11. Fundraising opportunities through increased

publicity via websites and news pages,

12. Publicity and marketing, and

13. Greater access to government publications

and news of them.

Wider networking, capacity building 
and social capital
Scope for sharing resources with other

organisations and thus reducing duplicated effort

was frequently quoted. This included sharing:

1. Good practice,

2. Mailing lists,

3. Documents, 

4. Frequently requested information via website

rather than telephone.
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