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Abstract

Digital marketing has replaced traditional marketing approaches due to an increase in the access to internet and
communication technologies across the globe. In addition, it bas created an opportunity for SMEs with limited market
and funding to promote their brand across different regions, supporting balanced regional development. In this context,
Saundi Arabia bas been promoting the growth of SMEs through various initiatives as a part of its vision 2030
programme. Accordingly, NEOM city, a multi-billion project was launched to support businesses, innovators,
entreprenenrs, and researchers by proposing the city as a hub for international entrepreneurs. However, it is unclear
how the local SMEs and their approaches toward digital marketing wonld be impacted, and how the city can support
them. This paper analyses and evaluates the impact of digital marketing on SMEs performance in Sandi Arabia,
and its implications for developing NEOM city. An online survey questionnaire instrument was used for collecting
data from 358 entreprenenrs and business owners categorised under SMESs. Low-cost marketing mix with techniques
such as email marketing, social media marketing are preferred by SMEs. Cultural, economic, and technological are
the major factors identified influencing the adoption of digital marketing by SMEs. Digital marketing reflected more
positive impact on strategic performance (customers and employees’ satisfaction) than financial performance
(profitability and sustainability) of Saudi Arabian SMEs. Sandi Arabian SMEs reflect their readiness and
preparedness to reap the benefits from the Saudization programme, with a few minor issues related to socio-cultural,
technological, and labonr challenges.
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Introduction

With the emergence of innovative technologies such as Artificial Intelligence, Machine
Learning, social media networking and web 2.0 technologies, significant changes were
observed in the business environment in the recent past. Integration of these technologies
into the business environment has changed the ways in which businesses interact with their
customers, and also the business activities such as marketing and promotion [1]. Digital
marketing has become an integral operational activity of many organisations in different
sectors including tourism and hospitality, banking, retail, manufacturing, services etc. as all
seek innovative approaches to market their products and services through an effective online
medium [2-4]. Increased access to internet across the globe, where 4.1 billion have access to
internet [5] is one of the major contributing factors for increasing adoption of digital
marketing technologies. This can facilitate digital communication between the organisations
and customers, which can promote individual and personalised interactions through various
online channels, that can help organisations in effectively target their consumers and maintain
relationships with them. In addition, digital marketing also helps companies to increase their
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competitiveness through effective online marketing and sales [6]. Digital marketing is one of
the effective techniques for small and medium scale enterprises (SMEs) to achieve sustainable
growth, sustain competition from multi-national companies (MNCs), and enhance their
competitive edge by maintaining good customer relations [7,8]. However, a few disadvantages
related to digital marketing were identified, such as increased competition and open options
for customers to purchase from any other SMEs based on price and quality comparisons [9].

Realising the potential of digital marketing, companies are increasingly adopting various online
marketing technologies across the globe. According to a recent study [10], the global digital
marketing software market size in 2019 was valued at 43.8 billion and a projected compound
annual growth rate (CAGR) of 17.4% was predicted through 2020 to 2027, reflecting the huge
scope for digital marketing market. There are various contributing factors for increasing
utilisation of digital marketing techniques. Firstly, more than five billion global population
now have access to mobile phones (66% penetration rate); more than four billion global
internet users (59% penetration rate); 3.96 billion worldwide social media users (51%
penetration rate); and increasing daily time spent with digital media by the people: 6 hours on
internet, two hours on social media, three hours in watching television etc. in 2020 [11] wete
few contributing factors that have encouraged companies to rely extensively on digital
marketing techniques to maintain relationships with their consumers. This is evident from the
companies’ § 355.7 billion spent on global digital advertising, which is projected to reach $
460.6 billion by 2024 [12].

Accordingly, various countries are promoting the use of digital technologies and increasing
infrastructure and access to internet and communication technologies to support business and
community development. Saudi Arabia, in this context, has fared very well with its 93% of
the population having access to the internet, where 94% of the users browse the internet at
least once a day [13]. Accordingly, the average online advertising spending in Saudi Arabia
was projected at § 1 billion in 2021, with a yeatly increase in spending at a rate of 19.2%; and
an average ad spending of $ 32.8 per internet user, with a yearly increase in spending at a rate
of 13.8% [14]. Search advertising is the most commonly used approach followed by banner
advertising, social media advertising, video advertising and classifieds [14]. With an effective
and efficient digital infrastructure, Saudi Arabia through its vision 2030 programme has been
transforming itself from an oil-dependent economy to a knowledge-based economy [15]. As
part of the programme, the country has undertaken various initiatives such as raising the
SME’s contribution to GDP from 20% to 35% by 2030 [16,17] and launching various
supporting and development programmes for fostering SMEs growth and entrepreneurship
[15]. One of the key initiatives proposed by the government is to develop a new city called
NEOM, on the coast of Red sea with an initial investment of § 500 billion, which would act
as an international hub for entrepreneurs, innovators, and research. Various plans were
proposed for the development of SME’s business districts within the city connected through
high end technology infrastructure based on Al technologies [18-20]. However, the success
of SMEs in the process of transformation may depend on various factors, out of which digital
marketing perspective can be one of the most prominent factors for achieving sustainable
growth. Therefore, there is a need for an extensive study to assess the awareness of digital
marketing among the entrepreneurs and business executives, types of digital marketing
practices, attitudes towards digital marketing, and its implications on SMEs’ performance in
order to evaluate the impact of digital marketing on SMEs. Accordingly, this study aims to
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analyse and evaluate the impact of digital marketing on SMEs performance in Saudi Arabia
and its implications on developing NEOM city.

Literature Review

Considering the scope of implementation, channels of communication, different perspectives
of analysing, digital marketing can be understood as a multi-faceted approach in marketing.
Accordingly, various definitions have been identified by the researchers in relation to differing
views and areas of considerations. It is understood as an online activity which aims to market
products and services to the target customers [21]. The online medium can include different
methods such as email marketing, content marketing, social media marketing etc. In this
context, it is also understood as the future of marketing, where the majority of an
organisations marketing activities are streamed over digital channels [22]. It may use
conventional marketing tools and strategies powered by internet and communication
technologies [23]. Focusing on the customer relationships, the digital marketing institute
defined it as the “use of digital technology to create integrated, targeted and measurable
communications that help to obtain and retain customers while building deeper relationships
with customers” [24]. Overall, the definitions from these studies, focus on three major aspects
that include: marketing products and services, using effective online communication
technologies, and building stronger relationships with customers.

There are various benefits associated with digital marketing which can motivate businesses to
adopt them in their marketing activities. Some of the major benefits identified include
reduction of marketing costs, ability to target various demographics simultaneously, an easy
and effective approach for providing products and services, and an easy approach for
consumers to interact, enabling them to make quick and effective purchasing decisions [25].
Improved communication, customer service and competitive advantage, and better control
over marketing activities are other few benefits identified in [26]. While these benefits
motivate businesses to invest in digital marketing, certain factors may influence the use of
digital marketing. Socio-technological factors such as lack of knowledge and skills, stakeholder
unreadiness, technology incompatibility with target market or consumers (lack of online skills,
lack of internet access etc.), and technology disorientation were identified to be influencing
the adoption of digital marketing [21,27]. Similarly, business and economic factors such as
economic or funding constraints, lack of skilled marketing professionals, difficulty in
determining return on investments (ROI) [28]; and political and legal factors such as online
communication policies, data regulation acts, privacy and security policies [29] are few other
factors that affect the adoption of digital marketing.

Though there are various benefits and influencing factors of digital marketing attitudes
towards digital marketing would mainly influence towards the decision-making on its
adoption by entrepreneurs and businesses. Focusing on the costs, the needs, and skills
required differences between the attitudes of businesses can be observed. Often, big
companies invest huge amounts in online marketing in relation to their market and
competitive advantage; however, small companies, especially SMEs have different attitudes
towards online markets given the scope, market size, and ROIs [30]. In addition, there are
various challenges associated with different types of online marketing, which may be a cause
of concern for SMEs considering the scope and market for their businesses. Online marketing
strategies such as Email marketing have challenges such as data integrity, deliverability,
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reducing spam complaints, etc. [31]. Other online marketing approaches such as call to action
(CTA) that uses an image or button, which grabs the attention of the users and lands them
on the content offered upon clicking, also has a challenge of facing customers exasperation
for interruption [32]. In addition, other approaches such as SEO such as ‘pay per click’
advertising may increase traffic to the website, but does not necessatily acquire customers and
retain them, as it depends on various factors such as ratings, reviews, content etc. [33].
Similarly, social media marketing is associated with challenges such as defining target audience,
selecting platform and features, defining social interaction etc. [34].

Depending on the extent of application of digital marketing, the organisational petrformance
can be assessed from different perspectives. Studies [35,36], to determine the effectiveness
and efficiency of an action or business intervention, have classified organisational
performance into two categories: financial performance and strategic performance. Financial
performance has three dimensions which includes profitability (measures a firm’s past ability
to generate returns), growth (firm’s past ability to increase its size), and market value (the
external assessment and expectation of firms’ future performance) [37]. Strategic
performance, on other hand can be measured using variables including customer satisfaction,
employees’ satisfaction, social performance (efforts undertaken to satisfy community and
other stakeholders such as governments), and environmental performance (efforts
undertaken to recover and preserve environment) [37,38]. Thus, it can be understood from
the literature review that awareness (benefits, knowledge and understanding, types of digital
marketing and their use) and influencing factors of digital marketing; and attitudes towards
digital marketing can be used to assess the digital marketing impact using financial and
strategic performance of the firms.

Methods and data

Literature review [31-38] has identified various aspects of digital marketing including
awareness, influencing factors and attitudes to assess the impact from SMEs financial and
strategic performance perspectives, as shown in figure 1.

Figure 1. Study design

Awareness “\‘

=  Benefits i .

*  Knowledge and . Financial
understanding ~. Performance

= Types of digital
marketing and

\ their use /

Attitudes of
businesses towards
digital marketing
e~ @

Digital Marketing

adoption

Strategic
{ N Performance

Influencing Factors

.

an

AR

“wr
-


http://transnationalmarket.com/
https://journals.tplondon.com/tmj

Algnmszi 31

Accordingly, for evaluating the impact of digital market on SMEs in Saudi Arabia, an online-
questionnaire based survey was adopted. The survey questionnaire was designed in two parts.
The first part provides the introduction to the survey, a brief description about the purpose
of study, data usage policy, privacy aspects for fully informing the participants about the study
and its objectives. At the end of first section, an acceptance button is provided to which
participants provide their consent. Second part of the questionnaire was designed by listing
various factors relating to digital marketing. The second part of the questionnaire included
questions under different categories including knowledge and understanding of digital
marketing (five items), benefits of digital marketing (eight items), factors influencing the use
of digital marketing (seven items), attitudes towards digital marketing (four items), types of
digital marketing being used (eight items), financial (four items) and strategic (four items)
performance. Items relating to knowledge and understanding of digital marketing, benefits of
digital marketing, factors influencing the use of digital marketing, attitudes towards digital
marketing, types of digital marketing being used are adopted from [1], and items related to
financial and strategic performance were adopted from [36]. In relation to the factors
identified from the literature review in this study, the factors included in studies [1,36] were
identified to be relevant in the context of Saudi Arabia.

Moreover, the objectives of both studies [1,36] are similar to this study, however, conducted
in different regions. Items related to Each item in the questionnaire was catried out to be
rated using five scale Likert ratings [39]. The questionnaire was then translated to Arabic using
two professional Arabic translators.

A pilot study was conducted with ten university members (Eight MBA students and two
lecturers). Cronbach’s alpha (0.81>0.70) [40] was used for calculating the reliability of the
questionnaire items, indicating good reliability and consistency. In addition, feedback was
collected from all the participants in pilot study, based on which few words were rewritten in
Arabic to reflect more accurate meaning in relation to the items in the English version of the
questionnaire. The Arabic version of the questionnaire was then uploaded to QuestionPro
application [41], generating a link to the questionnaire.

As the objective of this study was to identify and evaluate the impact of digital marketing on
Saudi Arabian SMESs, the need to identify a specific group of entrepreneurs and businesses
was realised. Accordingly, a purposive sampling [42] was adopted in selecting the participants,
who included business owners and entrepreneurs of different companies categorised under
SMEs. The survey link was forwarded to various SMEs (directors and entrepreneurs). The
survey was conducted over a period of seven weeks, from 20% October 2020 and 8%
December 2020. Business portals and online communities were used for forwarding the
survey link to the participants. The survey link was initially forwarded to 438 SMEs, out of
which 21 participants only completed a part of survey and 59 participants did not participate
in survey. As a result, a final sample of 358 was achieved, reflecting a response rate of 81.7%.

The responses for the questionnaire items were downloaded from QuestionPro application,
which were loaded in to excel spreadsheets. Average ratings (mean) and standard deviations
for each item were calculated to prioritise the opinions of the participants and analyse the
vatiance in responses respectively. Accordingly, the findings ate discussed in the next section.
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Results & Discussion

The final sample achieved for the study was 358 (Table 1). The majority of the participants
included male businessmen and entrepreneurs (64.5%). However, there are a considerable
number of women entrepreneurs (35.5%) participated in this study. In relation to age group,
the majority of the participants belonged to 40-49 years (37.7%), followed by 30-39 years
(33.8%), 20-29 years (22.9%), 50-59 years (4.5%), and only 1% of the participants aged more
than 59 years. Focusing on educational background, most of the participants (52.8%) wete
qualified in some disciplines and have bachelor degrees, followed by 27.1% participants
having education in some other forms, 18.2% in some disciplines, and have master’s degree.
only 1.9% of the participants were having doctoral degrees reflecting lower participation of
academic researchers and innovators in business activities. Focusing on their experience in
business, majority of the participants had six to ten years of experience (38.8%), followed by
three to five years’ experience (36.8%). Further, 17.6% of participants had less than three
years’ experience, and 6.7% had more than ten years’ experience. Overall, 80% of the
participants represent those with more than three years of experience, indicating more
awareness and knowledge in relation to marketing, resulting in collecting quality data.

Table 1. Frequency Distribution of Demographic Variables

Variables n (%)
Gender

Male 231 (64.5%)
Female 127 (35.5%)
Age

20-29 82 (22.9%)
30-39 121 (33.8%)
40-49 135 (37.7%)
50-59 16 (4.5%)
>59 4 (1.1%)
Education

Bachelor’s Degree 189 (52.8%)
Master’s Degree 65 (18.2%)
Ph.D. 7 (1.9%)
Others 97 (27.1%)
Work Experience (In business)

< 3 years 63 (17.6%)
3-5 years 132 (36.8%)
6-10 years 139 (38.8%)
> 10 years 24 (6.7%)

As identified from studies [21-24], digital marketing was defined in relation to the use of
electronic media and communication technologies such as social media; its features for
improving customer relationships, by effective marketing and promotion of products and
services (Table 2). In this context, the participants’ understanding reflected in similar aspects:
use of electronic and online communication channels (Mean=4.2. SD=1.07), and reference
to Internet marketing (Mean=4.4, SD=1.76). Findings reflected good levels of understanding
about digital marketing among all the participants as the variation in the participants (SD) was
identified to be low, reflecting similar opinions by the majority. Similarly, the benefits
identified can be linked to the customer relationships factor, which can be improved by
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promoting brand (Mean=4.3, SD=1.14), increasing brand popularity (Mean=4.2, SD=1.61),
reaching more customers (Mean=3.6, SD=1.61), customer loyalty (Mean=4.1, SD=3.08), and
increased customer referrals (Mean=4.5, SD=1.86). However, participants’ opinions differed
in relation to customer loyalty, revealing a lack of clarity if digital marketing can lead to
customer loyalty. In addition, an economic perspective was identified in understanding the
concept of digital marketing in relation to increasing sales volumes (Mean=4.2, SD=1.27),
and minimise costs (Mean=4.3, SD=1.52). However, reducing advertising costs (Mean=2.9,
SD=3.19) reflected varied views with an increase in variance, reflecting few participants held
the opinion while few rejected it in reducing the advertising costs. The findings in relation to
the awareness of digital marketing can be supported by the study [45] that has identified the
increasing adoption of mobile internet services in Saudi Arabia. Furthermore, digital
marketing adoption and its role in improving customer relations and creating brand awareness
was identified to be effective in Saudi Arabia [46-48], further supporting the future prospects
for the adoption of digital marketing.

Table 2. Awareness of digital marketing

Awareness factors Mean Std. Deviation
Knowledge and understanding of digital marketing

The promotion of products or brands that use one or more forms of 3.1

electronic media 1.19
Advertising mediums that use electronic media 3.4 1.54
Marketing strategy of a business that include electronic media 3.1 1.39
Internet marketing 4.4 1.76
All promotional efforts that include internet, social media, mobile phones, 4.2

and electronic billboards, television and radio channels 1.07
Benefits of digital marketing

business reaches more customers 3.9 1.61
business brand popularity increases 4.2 1.92
business get more customer referrals 4.5 1.86
business sales volume increases 4.2 1.27
business maintains customer loyalty 4.1 3.08
Minimise costs 4.3 1.52
promote brand 4.3 1.14
reduce advertising costs 2.9 3.19

For big companies, online advertising may reduce costs compared to the wide scope of
marketing activities [30], however, for SMEs which have limited and fixed budgets for
marketing, there may or may not be significant cost reduction, compared to the market size
and target customers, which can be related to differing opinions of the participants in relation
to reduction in advertising costs. Therefore, SMEs have to carefully design the marketing and
promotional plans that identify appropriate channels requiring minimum investments of
capital and resources that can result in maximum benefits.

Considering the challenges associated with digital marketing [30-38], the marketing mix of
SMEs may significantly vary according to the market size, target customers, funding allocated,
and the skills possessed. Findings in this context (as shown in Table 3) revealed that email
marketing (Mean=4.2, SD=1.03), social media marketing (Mean=4.1, SD=1.24), and search
engine optimisation were mainly used by the participants reflecting low-cost marketing
strategies with clearly identified target customers. However, mobile marketing (Mean=2.7,
SD=1.45) was less preferred by SMEs. An increase in large companies adopting the mobile
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market, which might negatively impact customers, leading to irritation and disturbances
[43,44] and fewer customers compared to big companies could be the reasons for low
adoption. Findings suggested that more emphasis was given to maintaining relationships with
existing customers than acquiring new customers.

Table 3. Types of digital marketing being used by SMEs

Types Mean Std. Deviation
Email marketing 4.2 1.03
Social media 4.1 1.24
Mobile marketing 2.7 1.45
Viral marketing 39 4.13
Affiliate marketing 34 1.29
Content Marketing 2.3 3.56
Search Engine Optimisation 3.7 1.07
Influencer Marketing 2.1 1.11

Content marketing (Mean=2.3; SD=3.56) reflects a lack of content writing skills affecting the
adoption of content marketing [21,27]. In addition, the low applicability of influencer or
celebrity marketing reflects the impact of social (Mean=3.7, SD=3.16) and cultural
(Mean=4.5, SD=1.15) factors as shown in table 4. In addition, business (Mean =4.1,
SD=1.73) and economic (Mean=4.3, SD=1.05) factors as identified in [28] may influence
digital marketing operations, which are further supported by the findings in this study.
However, political (Mean=3.8, SD=1.53) influence is considerably high, as the government is
launching various initiatives in support of SMEs and digitisation of operations [15,17] and
accordingly, legal factors influence was low on the adoption of digital marketing. In the
context of the NEOM project, it can be assessed that the awareness levels of the
entrepreneurs and businessmen among Saudi Arabian SMEs reflect preparedness and
readiness to reap the benefits and opportunities available in NEOM city for business growth
and sustainability.

Table 4. Factors influencing the adoption of digital marketing

Factors Mean Std. Deviation
social factors 3.7 3.16
economic factors 4.3 1.05
cultural factors 4.5 1.15
technology factors 4.4 1.73
political factors 3.8 1.53
legal factors 2.7 1.28
business factors 4.1 1.73

With respect to the NEOM project, the proposed plan is to accommodate more than a million
international and local residents and develop the city as the international hub for business,
innovation, and research. High relevance to cultural diversity and huge competition from
international organisations may reflect the impact of technology, cultural, social, business, and
economic factors in, similar to the findings for which SMEs must be prepared to develop and
implement strategies for sustainable growth and achieve a competitive edge.

Low preferences by participants in a few areas of marketing such as content marketing as
identified in table 3, can be correlated with the attitudes toward digital marketing as shown in
table 5. Requirements for special skills for internet marketing (Mean=4.3, SD=1.13) reflected
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the need for skilled professionals for digital marketing in Saudi Arabian SMEs. Cultural factors
identified to be greatly influencing the adoption of digital marketing. The majority of the
participants reflected that digital marketing is very much essential in the current market;
however, it is expensive and time-consuming. The gaps and issues with respect to funding,
accessibility of internet services at low cost, and skilled marketing professionals can be
addressed in the proposed infrastructure and business design of NEOM city.

Table 5. Attitudes towards digital marketing

Factors Mean Std. Deviation
Internet very expensive 3.9 3.78
too much time required for Internet 3.7 1.29
Businesses can do without digital marketing 2.8 1.35
Internet marketing needs special skills 4.3 1.13

Focusing on the impact of digital technologies on SMEs performance, positive impact was
identified in relation to few strategic performance indicators such as customer satisfaction
(Mean=4.5, SD=1.03) and employees’ satisfaction (Mean=4.2, SD=1.17) (Table 6). However,
impact in relevance to social and environmental performance was identified to be low.
Environmental performance was mainly related to manufacturing and operational factors
rather than marketing activities. In addition, social performance such as corporate social
responsibility would depend on profits, growth, and the scale of market of the companies.

Table 6. Impact of digital marketing on the performance of SMEs

Types Mean Std. Deviation
Financial performance

Profitability 2.8 1.43
Growth 3.9 1.31
Market Value 3.6 3.76
Sustainability 2.9 1.54
Strategic performance

Customer satisfaction 4.5 1.03
Employees’ satisfaction 4.2 1.17
Social performance 2.1 3.11
Environmental performance 2.8 1.81

However, both profitability (Mean=2.8, SD=1.43) and sustainability (Mean=2.9, SD=1.54)
reflected poor performance. These limitations may be addressed in NEOM project, where
SMESs are introduced to new clients, businesses, and markets, which can increase their
sustainable growth opportunities. In addition, access to skilled international human resources
can support innovation and research leading the new opportunities for SMEs in Saudi Arabia.
However, focusing on strategic performance indicated positive impact on customers and
employees’ satisfaction, which are considered to be the most essential and reliable
components of business operations and growth. Poor social and environmental performance
can be attributed to poor sustainability performance, indicating the lack of sustainable
development programs among Saudi Arabian SMEs. Therefore, necessary measures have to
be taken to create awareness about sustainable development and provide support by the
government to SMEs in integrating sustainability operations into their business processes.
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Conclusion

The findings in this study indicated good awareness levels of digital marketing among Saudi
Arabian SMEs, with varying marketing mix levels in accordance with their market size,
funding, and nature of business. These were also reflected in the attitudes of SMEs towards
digital marketing. More emphasis was given to low-cost digital marketing techniques to
minimise the costs; while risky and high-cost techniques such as viral and influencer marketing
were less preferred. Moreover, cultural, technology, economic, and business factors were
identified to be the major factors influencing the adoption of digital marketing by SMEs.
Digital marketing reflected more positive impact on strategic performance (customers and
employees’ satisfaction) than financial performance (profitability and sustainability) of Saudi
Arabian SMEs. The issues and gaps identified from the findings can be addressed by the
Saudization initiatives, especially the NEOM project, which provides wide range of business
opportunities for SMEs in Saudi Arabia.

Thus, this study has identified various factors related to digital marketing to assess its impact
on Saudi Arabian SMEs' performance and identified various implications for developing
NEOM project. However, few recommendations ate provided in this study for preparing
SMEs for advanced cities like NEOM. The lack of sustainable development plans was
identified as one of the major reasons for the low impact of digital marketing. Therefore, the
government should create awareness about sustainable development among SMEs, and
support them in integrating sustainable development goals into their business objectives.
However, there are a few limitations observed in this study. Firstly, this study adopted a survey
instrument for data collection. Using a mixed methods approach by adopting other data
collection methods such as qualitative interviews can lead to quality data collection. In
addition, the low sample achieved in this study makes it difficult to generalise results.
Therefore, generalisations of results should be treated with care. With a lack of existing
literature in the context of using digital marketing to improve SMEs' performance and their
role in mega projects such as NEOM, the findings and limitations in this study can contribute
to future research. In addition, findings in this study can have practical implications, as it can
support decision-makers in better analysis the prospects of utilising digital marketing for
SMEs in NEOM, and accordingly design and develop the proposed city’s infrastructure. In
addition, this study has theoretical implications, as the findings from this study can be used
for future research in project management, business ethics and marketing studies related to
megaprojects.
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