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Foreword by CITC Governor

Since its inception, the Communications and Information Technology Commission (CITC) has been playing 
a leading role in the development of the ICT sector in the Kingdom of Saudi Arabia. As the regulator 
of the telecommunications market, the Commission is spearheading the liberalization of the sector and 
continues to introduce measures to drive ICT usage, thereby contributing to the realization of the national 
strategic goals of developing the economy, creating jobs, improving standards of living and transitioning to 
a knowledge society. 

In addition to being a telecommunications regulator, the Commission is mandated to develop the IT sector 
in the Kingdom - through encouraging investments, promoting IT adoption and use, and enhancing IT 
skills. In this regard, the Commission works closely with the Ministry of Communications and Information 
Technology (MCIT) and other public and private sector entities to implement and promote the Kingdom’s 
IT strategy, as articulated in the National Communications and Information Technology Plan (NCITP). The 
Commission strives to achieve this through launching various initiatives, conducting research and analyses 
of sector-related topics, consulting with key stakeholders, releasing publications, and organizing events to 
stimulate the development of key areas of IT in the country. 

As part of these efforts, the Commission is launching this annual report on the state of IT in Saudi Arabia - 
the first of its kind in the Kingdom. The report will discuss the key challenges and opportunities facing the IT 
sector in the Kingdom, addressing topics of contemporary relevance, in order to raise awareness towards 
them among IT stakeholders and the public at large. Furthermore, the report will endeavor to provide 
guidance in key development areas.   

It is our expectation that the readers of this report will find the analyses presented useful in shaping their 
strategies for developing their own IT interests and those of the Kingdom in general. It is also our expectation 
that our readers will not hesitate in sharing with us their comments and views on the findings presented 
herein, and thereby helping us improve the quality of our offering. Together we can achieve the country’s 
development goals and advance it towards becoming a prolific knowledge society. 

In conclusion, I would like to pay tribute to the continued support of the Government of the Custodian 
of the Two Holy Mosques. I also wish to thank all who contributed to the development of this report by 
participating in surveys, interviews and consultations.  

Dr. Abdulrahman A. Al-Jafary 
Governor, CITC
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Preface 

Spurred by Saudi Arabia’s strong economic performance, the demand for IT products 
and services in the Kingdom has grown rapidly over the past decade. Over the years, 
the government has launched several initiatives to encourage IT adoption and use by 
individuals, businesses, and government organizations. However, many inhibitors to IT 
use still exist and need further discussion and examination by IT sector development 
authorities. Growing demand presents several opportunities for local IT companies to 
expand and for the Kingdom to build competitive IT industries for the future. However, 
numerous challenges, such as those related to the availability of skills, need to be 
addressed by various public and private sector stakeholders. 

The Communications and Information Technology Commission (CITC), as one of the key 
promoters and facilitators of the Kingdom’s IT strategy, is launching this annual report 
series, to discuss the current state of the IT sector, identify development opportunities, 
and examine key challenges. CITC aims to trigger public interest in key IT sector issues, 
thereby raising awareness about them and, at the same time, creating a sense of urgency 
in the private and public sectors for addressing the main challenges facing IT development 
in the Kingdom. The report will also endeavor to provide guidance to key stakeholders on 
the opportunities and threats that lie ahead. 

In this first edition, the report introduces the Kingdom’s IT markets, addresses the major 
drivers and inhibitors to IT use and spending, discusses the key opportunities for building 
IT industries, and finally, addresses a key challenge to overall IT sector development – the 
availability of skilled IT professionals. 

The information presented in this report is based on studies conducted by CITC 
supplemented by secondary data from reputable research sources. The CITC studies 
involved primary research in the form of in-depth interviews, surveys, and discussions with 
a wide spectrum of IT industry stakeholders including policy makers, business leaders and 
managers (domestic and international), educators, and users. 
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Executive Summary

Overview 

Saudi Arabia has over the past several years experienced rapid 
economic growth, guided by the vision of the Custodian of the Two 
Holy Mosques, King Abdullah. This growth, led by government-
wide development effort, was reflected in the increased adoption 
and use of IT in homes, businesses and government organizations, 
and resulted in increased spending on IT products and services. In 
2009, IT spending reached an estimated SR 22.3 billion, making 
Saudi Arabia the largest market in the Middle East. 

The local IT market is expected to maintain its healthy growth – 
in spite of the fact it has not been entirely immune to the global 
economic recession – to reach nearly SR 37 billion by 2013. Factors 
including government spending, mega-infrastructure developments, 
an improved business environment, and the local uptake of 
technology-based trends, such as outsourcing, are expected to 
drive this growth. 

Key Findings

Given the vital role IT plays in the development of industries and 
the enhancement of the lives of many – through better government, 
health, and education services, more effective business tools, and 
more efficient manufacturing of products – it is no longer a luxury 
to develop an IT industry. It is a necessity. In order to develop a 
sustainable local IT industry, Saudi Arabia must stimulate local IT 
manufacturers and service providers. Their development will enable 
them to cater to the growing domestic demand for IT products and 
services, create high-paying IT jobs, foster innovation and thereby 
contribute to national development.

There are several characteristics that distinguish Saudi Arabia 
and enable it to develop a flourishing IT industry. These include 
macroeconomic stability, which makes Saudi Arabia an attractive 
destination for long-term internal and external investments; a large 
population with a demographic profile conducive to supporting the 
development of new industries (nearly 70% of the population is 
below the age of 30); a strategic location, affording shorter shipping 
and cheaper distribution routes from Asia to Europe and Africa; and 
low energy costs and relatively low real-estate prices which reduce 
the cost of doing business. 

Despite these strengths, the development of the local IT industry 
could be inhibited by a number of factors - chief among them is 
the shortage of local IT professionals and the lack of IT skills. The 

majority of Saudi IT companies, moreover, possess weak internal 
capability and are therefore often unable to build competitiveness 
and thus capitalize on the rapid growth in domestic and regional 
IT markets. This is evidenced by the fact that most are primarily 
involved in reselling and contract facilitation.

The shortage of IT professionals, in particular, poses a major 
hurdle to any significant developmental efforts. According to CITC 
estimates, Saudi Arabia currently faces a shortage of over 3,500 IT 
professionals – a gap that is expected to grow to nearly 30,000 in 
the next five years. To cover this gap, local universities and training 
centers will have to more than double their current capacities. 
Expatriates represent an opportunity to fill the existing IT professions 
gaps in the short term; however, they already occupy a significant 
proportion of IT jobs (we estimate the Saudization rate in the IT 
industry to  be a meager 20%). The shortage of IT professionals 
must therefore be addressed in a sustainable way through the 
development of the Saudi talent pool, both in terms of quantity (e.g. 
the number of IT graduates and professionals) and quality (e.g. the 
IT and non-IT skills they possess). 

Recommendations

Based on an analysis of IT industries worldwide, CITC has identified  
IT-enabled services - namely business process outsourcing (BPO), 
datacenter services, and the manufacture of high-technology 
products, as industries Saudi Arabia could feasibly develop for 
the future. Demand for outsourced IT services, such as BPO and 
datacenter services, is currently relatively small but is expected to 
grow rapidly in the coming years. The nascent local BPO industry, 
in particular, is an attractive opportunity and should therefore 
be nurtured. To support this effort, Saudi Arabia needs to attract 
international companies to introduce global best practices and 
develop the national workforce. Such efforts could provide the 
foundation for building an exports-ready local BPO industry by which 
Saudi Arabia could emerge as a distinguished BPO services provider 
(especially in terms of Islamic and oil and gas sector services). 
High-technology product manufacture (e.g. semiconductor-based 
products and specialized high-technology products for emerging 
applications) also offers substantial development opportunities. 

As for the growing shortage of IT professions and skills, Saudi Arabia 
should mobilize the local IT workforce and increase the capacity 
of the higher education system. The overarching goal should be 
to increase the share of Saudi nationals in the IT workforce and 
improve the quality of their skills. 
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IT use in the Kingdom of Saudi Arabia has undergone massive 
transformation since computers were first used to perform a few 
tasks in the General Statistics Department in the early 1960s.1 By 
the 1970s, computer centers housing mainframe machines were 
being set up in various government departments. During the same 
period, the private sector, led by large enterprises such as Saudi 
Aramco, embarked on computerization programs and subsequently 
invested heavily in IT. 

The late 1990s and early 2000s witnessed unprecedented growth 
in the adoption and use of IT, driven by the introduction of public 
Internet services in 1997. Increased awareness towards ICT and its 
benefits, the expansion and growth of the IT supplier community, 
and a number of government initiatives have all resulted in increased 
use of ICT in the business and home sectors. 

Saudi Arabia has experienced strong economic expansion over the 
past decade, bolstering the growth of the IT sector. In 2001–2009, 
spending on IT products and services by government, businesses, 
and households in the country almost quadrupled, expanding at a 
compound annual growth rate (CAGR) of 18.5% to SR 22.3 billion 
in 2009 [Figure 1]. IT spending constitutes about 30% of total ICT 
expenditure in the Kingdom, having grown from 25% in 2005, 
making Saudi Arabia the largest spender on IT in the Middle East.2 
During the global economic downturn in 2008 and 2009, IT spending 
continued to grow, albeit at a slower rate. Given that spending is a 
proxy for demand and a major indicator for the economic health and 
maturity of a country, this growth reflects a promising trend for Saudi 
Arabia’s IT industry.

1.1   IT Spending in Saudi Arabia

1. Overview of the IT Market in Saudi Arabia

1Yesser program website (www.yesser.gov.sa)
2IDC Middle East and Africa Blackbook 3rd Quarter 2009

In 2001–2009, spending on IT products and services 
by government, businesses, and households in 
the country almost quadrupled, expanding at a 
compound annual growth rate (CAGR) of 18.5% to 
SR 22.3 billion in 2009” 

“
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3,4 IDC Worldwide Blackbook 3rd Quarter  2009 
5,6 IDC Worldwide Blackbook 3rd Quarter 2009 and Economist Intelligence Unit (EIU)

In 2009, IT spending grew 4.1% from 
2008. Hardware accounted for the bulk 
of the spending (65%), followed by IT 
services (24%) and packaged software 
(11%)  [Figure 2].3 

In 2010, IT spending is expected to grow 
17% over 2009 and to maintain this 
momentum over the next three years, 
expanding at a CAGR of 13.4% through 
2013. This rapid growth, fuelled mostly 
by increased spending on hardware and 
IT services, will take IT spending to nearly 
SR 37 billion by 2013 [Figure 2].4

IT spending per capita reached SR 874 
in 2009, which is higher than that in 
comparable countries such as Turkey (SR 
386), Egypt (SR 79), and Malaysia (SR 
758); however, it remains low compared 
to relatively more IT-developed countries, 
such as the UAE (SR 2,985), the Czech 
Republic (SR 1,965), and Singapore (SR 
4,860), to name a few.5 In this regard, 
the relatively high growth forecast for the 
coming years is expected to improve Saudi 
Arabia’s comparative position. IT spending 
as a share of the Saudi GDP stood at 1.6% 
in 2009. Here, the Kingdom outperforms 
Egypt (0.9%) and Turkey (1.2%) but lags 
behind the UAE (1.9%), Malaysia (2.9%), 
the Czech Republic (2.9%) and Singapore 
(3.6%) [Figure 3].6

IT spending per capita reached SR 874 in 2009, which is higher 
than that in comparable countries such as Turkey (SR 386), 
Egypt (SR 79), and Malaysia 758)”

“
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7,8,9,10,12IDC Middle East and Africa Blackbook 3rd Quarter 2009
11IDC research 2009

Spending on IT services grew 4% year on year in 
2009 and now constitutes 24% of total IT spending”“

Hardware 
Spending on hardware, which constitutes the largest segment of 
the IT market, was up 3.4% year on year in 2009 and is expected 
to expand at a CAGR of 7.3% over the next four years [Figure 2]. 
Personal computers (PCs) accounted for 43% of total hardware 
purchases in 2009.7 Demand for PCs in 2009 was driven primarily 
by purchases made by the home sector, indicating that an increasing 
number of Saudi citizens and residents are buying computers 
for personal use. The popularity of portable computers has been 
increasing dramatically of late due to falling prices, growing Internet 
penetration, the greater availability of wireless local networks, and 
the availability of lighter and smaller computers that allow for greater 
mobility. With regards to server hardware, the economic downturn 
has led IT departments to focus on greater optimization of their 
server environments in order to reduce costs and achieve greater 
efficiencies from their current server infrastructure within existing 
datacenters. This is fuelling interest in emerging technologies such 
as virtualization that on the one hand help to reduce costs and on 
the other enable business continuity, flexibility, and agility. Despite 
the downturn, however, numerous large-scale green field server 
deployments were completed during 2009, mainly in the oil and gas, 
banking, and telecommunications sectors. 

Packaged Software
In 2009, spending on packaged software grew 4.6% year on year 
and is expected to expand at a CAGR of 10.8% through 2013.8 
System infrastructure software, such as operating systems, security, 
and storage software, accounted for 46% of total software spending 
in 2009, followed by spending on application software such as 
office productivity applications, ERP, CRM and others (38%), and
application development and deployment software such as 
databases (16%).9 Over the past few years, Saudi organizations have 
made substantial investments in enterprise application software such 
as ERP and CRM in order to streamline, automate, and optimize 
their business processes. This trend is expected to continue over 
the next four years. Saudi organizations are increasingly leveraging 
enterprise-wide information assets for better decision making, 

through the use of business analytics, performance management 
and business intelligence applications. Pressure to comply with 
international and industry regulations, combined with increased 
awareness of ever-increasing IT threats to enterprise information 
and a growing appreciation of business continuity measures are 
persuading organizations to invest in security and storage software.

IT Services
Spending on IT services grew 4% year on year in 2009 and now 
constitutes 24% of total IT spending. Over the next four years, 
spending on IT services is expected to expand at a CAGR of  
12.7%.10 Spending on systems integration services by organizations 
constitutes over 40% of the total expenditure. In 2009, several 
Saudi organizations deployed corporate networks and expanded 
their hardware infrastructure and software applications.11 This trend 
led to an increase in the procurement of IT consulting and systems 
integration services. A number of these organizations are still in the 
early stages of building IT infrastructure, and are required to spend 
on basic services such as IT installation and basic IT support. This 
category of services now constitutes over 20% of the spending.12 

Traditionally, Saudi organizations have preferred to use internal 
resources to operate and manage IT functions. Although this 
continues to be the preferred practice, organizations are now 
showing more willingness to outsource IT processes. Increasing 
pressure on IT budgets, the ever-growing shortage of skilled IT 
professionals, and the promise of greater operational efficiencies are 
the major drivers behind this trend. It has been observed that in the 
early stages of outsourcing, the services procured are mainly related 
to the management of basic infrastructure, such as desktop and 
network environments. Eyeing this opportunity, a number of local 
and international providers of outsourced services have established 
offices or expanded their presence in the Kingdom, resulting in 
increased competition and greater choice for buyers. The highest 
demand for IT outsourcing services emanated from the finance, 
telecommunications, and oil and gas sectors – sectors that generally 
have more mature IT operations than others. 

1.2  Key Technology Markets
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13 “Doing Business 2010: Reforming through Difficult Times” Report: World Bank and the International Finance Corporation (www.doingbusiness.org)
14 Ministry of Finance, Kingdom of Saudi Arabia, press release on “Highlights of Fiscal Years 2009 & 2010 and Recent Economic Developments”, 21st December 2009 
15 Ministry of Finance, Kingdom of Saudi Arabia, announcement quoted in Saudi Arabian Monetory Agency (SAMA)’s forty fifth annual report, July 2009 
16 Reuters news article: http://www.reuters.com/article/idUSN0349591320091203 “Goldman keeps 2010 oil price forecast at $90/BBL”  
17 Saudi Arabian General Investment Authority (SAGIA)’s website: http://www.sagia.gov.sa/en/Why-Saudi-Arabia/Economic-cities 
18 CITC Internet Usage Report 4th Quarter 2009 
19 CITC Survey of Local IT Companies 2009
20 IDC Middle East and Africa Blackbook 3rd Quarter 2009 
 

1.3 IT Market Drivers and Inhibitors
Several economic as well as technologic factors influence the IT 
markets in Saudi Arabia. These factors can be categorized as drivers 
and inhibitors, and their influence can be either direct or indirect.

Key Indirect (Economic) Drivers
Improved Business Environment: In 2005, the government 
launched the 10x10 Program to position Saudi Arabia among 
the world’s top 10 most competitive nations by 2010. Since the 
program’s introduction, the Kingdom has opened up a wide range 
of sectors to foreign investment. Through the Saudi Arabian General 
Investment Authority (SAGIA), the government is promoting private 
sector investment in education, energy, healthcare, information 
and communications technology, life sciences, and transport and 
logistics. As a result of these efforts, the Kingdom was ranked as the 
13th most economically competitive country in the world in 2009, 
according to the International Finance Corporation (IFC)-World 
Bank’s Annual Doing Business report.13 The improved business 
environment is attracting greater foreign direct investment (FDI), 
which leads to increased spending on IT products and services. 

Increased Government Expenditure: In 2009, the  
government announced the biggest budget in the history of the 
Kingdom, earmarking large funds for public spending. Furthermore, 
in 2010, nearly half the national budget (or SR 260 billion) has been 
allocated for investment projects, a 16% increase over 2009 and 
three times the level in 2005.14 According to the Saudi Arabian 
Monetary Agency (SAMA), the Kingdom plans to spend US $400 
billion (SR 1500 billion) on public sector initiatives between 2009 
and 2013.15

Expected Rise in Oil Price: After a five-year boom, the price 
of oil fell sharply in the second half of 2008. The price has risen 
gradually in the second half of 2009, crossing US $70 (compared to 
US $40 - US $50 in the first half) and is expected to rise even higher 
as the global economy recovers from the recession.16 Higher oil 
prices will provide significant financial leverage to the Saudi Arabian 
economy.

Mega-Infrastructure Development: Over recent years, 
Saudi Arabia has allocated substantial funds for the development 
of mega-infrastructure projects. The government has launched the 
development of four economic cities in the Kingdom, expecting 
to attract international and local private sector companies. These 
mixed-use real estate developments, being built at a cost of over 
SR 225 billion, are expected to promote economic diversification, 
create over a million new jobs, provide homes for 4–5 million 
residents and, most significantly, contribute nearly SR 560 billion 
to the Kingdom’s GDP.17 In addition, the government is now rolling 
out several projects in areas such as power and water management 
and healthcare services, roads, railways, and airports. 

Key Direct Market Drivers
Increasing Internet and Broadband Penetration:
The number of Internet users in the Kingdom grew from around 1 
million in 2001 to an estimated 9.8 million – 38.5% of the population – 
by the end of the Q4 2009.18 The number of broadband subscriptions 
grew from 64,000 in 2005 to almost 2.75 million (10.8% of the 
population) by the end of Q4 2009. This represents an increase of 
over 100% from year-end, 2008. While most of the growth during 
2009 was contributed by wireless broadband (especially mobile 
broadband), DSL still represents over 47% of the Kingdom’s 
broadband connections. Household broadband penetration stood 
at around 32%, that is, 32 broadband connections for every 100 
households. The rapid increase in Internet and broadband use 
is driving IT spending by businesses and households; however, 
broadband availability still remains a constraint in some areas - local 
IT companies, see this as a major challenge.19 As for its impact 
on purchasing patterns, growth in wireless broadband is now 
encouraging traditional desktop buyers, especially households 
and small and medium-sized enterprises (SMEs) to buy portable 
notebook  computers. 

Growth in Outsourcing: Increasing internal demand for better 
services on the one hand, and shortage of skills and pressure on 
budgets on the other, is persuading organizations to consider 
outsourcing their IT and business processes. Organizations that 
traditionally have been reluctant to outsource are beginning to do 
so now, albeit gradually. Organizations prefer such services to be 
customized to their local needs and this would be best provided by 
resources and entities based in the Kingdom. It is estimated that the 
market for IT and business process outsourcing will double over the 
next five years, opening up greater opportunities for local, regional 
and international IT companies.20

Increasing internal demand for better services on the one hand, and shortage of 
skills and pressure on budgets on the other, is persuading organizations to consider 
outsourcing their IT and business processes” 

“
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Increased IT retailing: The number of mega-retailers in the 
Kingdom, such as hypermarkets and large electronic retailers, 
which sell IT products, has grown rapidly over the past few years. 
The retailers have played a major role in promoting IT use, lowering 
prices and making the purchase of IT products more convenient for 
individual consumers and SMEs. 

In contrast to the drivers discussed above, there are a number 
of factors that hamper the growth of IT use and spending in the 
Kingdom, and these include the following inhibitors.

Key Indirect (Economic) Inhibitors

Reduced Large-Scale Industrial Joint Ventures:  Several 
multinational companies are trimming or canceling investments 
across their international operations due to the global recession. This 
reaction, as in other parts of the world, is leading to the cancellation 
or delay of large-scale industrial investments and joint ventures 
in the Kingdom. In December 2008, a UK-based mining firm, Rio 
Tinto, canceled its plan to finance 49% of a project with the Saudi 
Arabian Mining Company (Maaden) to build an aluminum smelter.21 
Such cases will certainly affect IT spending adversely. 

Reduced Oil Revenues: GDP generated by the oil sector fell 
over 40% year-on-year in 2009.22 Oil revenues affect the ability of the 
government to continue spending on major projects. The Ministry of 
Finance announced a US $12 billion (SR 45 billion) deficit in 2009 – 
the first  shortfall for the Kingdom since 2002. This is due largely to 
the sharp fall in oil prices and the subsequent decline in production 
in 2009.23 The movement of oil prices will have a significant impact 
on spending in general and on IT spending in particular over the 
coming years.

Tight Credit Conditions: Availability of credit for businesses 
and individuals has become increasingly difficult since the economic 
crisis. Risk perception has been heightened by a number of defaults, 
such as those of the Saad and Al Gosaibi business groups in 2009. 
Dubai World’s debt restructuring will also weigh heavily on the 
international perception of risk in the Gulf and may have adverse 
effects on the ability of Saudi banks to lend.

Key Direct Market Inhibitors

Shortage of IT Skills: Saudi Arabia faces a  chronic shortage of 
skilled IT professionals.  According to an IT skills study conducted 
by CITC in 2009, local demand for IT professionals is expected to 
exceed supply by  3,500 IT professionals in 2010. The cumulative IT 
professionals  gap is expected to reach nearly 30,000 professionals by 
2014. This shortage presents a major challenge to both IT departments 
within organizations and local IT companies. The shortage could 
impact efficiencies of IT operations in organizations and in turn, 
affect their business performance. It could also impede the ability of 
local IT companies to meet the needs of the rapidly growing market. 
(This inhibitor is discussed in detail in Section 3)

SME Immaturity:  Although SMEs constitute over 95% of the 
businesses in the Kingdom, they account for just over half of total 
IT spending.24 SMEs have continued to increase their spending 
on IT during 2008 and 2009; however, spending levels still remain 
relatively low. 

Procurement Immaturity: IT procurement processes in most 
Saudi organizations are relatively immature. Many IT companies 
complain that their customers often demand unrealistic service level 
agreements and delivery terms, many of which they are forced to 
accept in order to win contracts. As a result, IT companies often 
over-commit and under-deliver on projects. Many organizations are 
reluctant to invest time and resources to formulate their IT  strategies 
and plans, align other departments with their strategies, and define 
specific and realistic requirements. Detailed procurement processes 
are often missing and IT purchases are often made in an ad-hoc 
manner. In the end, this often creates complicated and disparate IT 
systems that are difficult and expensive to manage. 

Software Piracy: Protection of Intellectual Property (IP) is 
critical to the fostering of innovation and  competitiveness in the 
country. Insufficient IP protection deters investments by international 
companies, hampers new employment creation and dissuades 
indigenous IT innovators. According to the 2008 Business Software 
Alliance Global Piracy Study, software piracy in Saudi Arabia stood 
at 52% in 2008.25 The Kingdom is currently in the same league as 
other large emerging countries such as Turkey, Egypt and Malaysia. 
Although progress has been made on the legal (e.g. Saudi Copyright 
Law amendments) and enforcement fronts (e.g. anti-piracy raids 
organized by the Ministry of Culture and Information), much remains 
to be done for the Kingdom to join the ranks of more competitive 
countries such as the UAE, Czech Republic or Ireland.

Although SMEs constitute over 95% of the 
businesses in the Kingdom, they account for 
just over half of total IT spending”

“

21 News article : http://www.telegraph.co.uk/finance/newsbysector/industry/mining/3814986/Rio-Tinto-pulls-out-of-10bn-Saudi-project.html 
22 Saudi Arabian General Statistics Bureau data as published at http://gulfnews.com/business/oil-gas/saudi-arabia-s-oil-sector-gdp-plunges-40-1.563436 
23 Ministry of Finance, Kingdom of Saudi Arabia, press release on “Highlights of Fiscal Years 2009 & 2010 and 
    Recent Economic Developments” 21st, December 2009 
24 IDC Small and Medium Enterprises Research 2009 
25 Business Software Alliance Global Piracy Study 2008 (www.bsa.org) 
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1.4  IT Spending in Key 
         Vertical Sectors

The vertical sectors that spend the most on IT in Saudi Arabia 
are communications, oil and gas, finance, and government – in 
descending order. These four sectors account for almost 60% of 
total IT spending [Figure 4].  Similar IT spending distribution can be 
observed in most of the Gulf countries.

Communications (Telecommunication, 
Broadcasting, and Media)

The communications sector emerged as the biggest IT 
spender in 2009. The  telecommunication industry has  
undergone tremendous growth in recent years, ever since the 
government introduced its liberalization policies. Opening up of the 
market facilitated the entry of a 
third mobile operator in 2008 
(Zain-KSA backed by Kuwait-
based Zain group) and a second 
fixed-line/broadband operator 
(Etihad Atheeb Telecom, backed 
by Bahrain’s Batelco) in 2009.
The entries of new operators, 
the consequent increase in 
competition, along with strong 
subscriber growth, are driving 
IT spending in this sector. The 
new operators are investing 

heavily in basic IT infrastructure as they establish and expand their 
operations.In 2009, most expenditure was focused on building 
network infrastructure, such as wireless Wi-MAX networks. The two 
fixed-line operators, STC and Etihad Atheeb Telecom, also initiated 
multi-million Saudi Riyal projects for the deployment of wireless 
networks.

Oil and Gas

Oil and gas was the second largest spender on IT in 2009. Most 
of the spending in the sector was on IT hardware, especially 
PCs and smart hand-held devices. The fall in oil price in 2008 
adversely affected the revenues of oil and gas companies and in 
turn, inhibited their spending on IT in 2009.26 Ongoing oil and gas 
capacity expansion projects, which aim to double refining capacity 
by 2015, demand significant IT investment, especially on hardware 
infrastructure.27 Such investments are expected to continue over 
the next few years.

The entries of new operators, the consequent increase in 
competition, along with strong subscriber growth, are driving IT 
spending in communications sector”

“

26 http://futures.tradingcharts.com/chart/CO/M  
27 News article: http://archive.arabnews.com/?page=6&section=0&article=128435&d=14&m=11&y=2009 

tion policies. Opening up of the 
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The global economic crisis had moderate impact 
on the banks in the Kingdom in contrast to their 
counterparts in Western countries”

“

28 Yesser program website (www.yesser.gov.sa)  

The finance sector in the Kingdom has undergone significant 
changes in the last few years. Banking and insurance sectors have 
been opened up for foreign investment, new types of financial 
products and services have been introduced, distribution channels 
have expanded, and more Islamic financial products and services 
have been launched. The global economic crisis had a moderate 
impact on the banks in the Kingdom in contrast to their counterparts 
in Western countries. This resilience can be credited to their low 
exposure to “toxic assets”, strong capital adequacy, and the 
absence of local securitization. 

The sector emerged as the third-largest IT spender, with banking 
accounting for the largest  share.  Growing demand for Islamic 
banking products and services has increased need for software 
solutions that support Sharia-compliant processes and rules. 
Improving operational efficiencies and customer service have 
become major priorities due to the weak economic environment and 
have led to investments in branch operation automation solutions 
and core banking applications. As online and phone banking become 
more popular, banks and other financial services organizations have 
become particularly vulnerable to cybercrime and malware attacks, 
which are increasing in number and sophistication day by day. As 
a result, IT security has emerged as a key area of spending. The 
uncertain global financial environment has resulted in a substantial 
increase in regulations, both local and international, which is forcing 
banks to spend on IT systems that support compliance processes. 

As part of a long-term strategy to transform itself into an information 
society, Saudi Arabia launched the Yesser e-government program 
in 2003. Yesser endeavors to utilize IT to ease and speed up 
transactions between government organizations on the one hand, 
and citizens and residents, and business organizations on the other. 
The program straddles multiple IT projects that include deployment of 
e-services delivery platforms, cross-departmental applications, data 
and technical infrastructure platforms, e-procurement platforms, 
and others.28 Furthermore, most government agencies and public 
corporations have now set up their own web sites to facilitate access 
to their services. Some organizations have also taken steps towards 
providing e-services, such as the exchange of data, payment of 
fees, and visa and smart card issuance. Considerable funds have 
already been invested to expand existing IT infrastructure to support 
these initiatives.

Finance (Banking, Insurance and 
Other Financial Services) Government
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Saudi Arabia has not been immune to the global economic 
downturn that began in 2008. The Kingdom’s economy slowed 
in 2009, growing by about 0.15%.29 While exports and real estate 
were the sectors most affected by the economic slowdown, most 
others were also impacted moderately. Lower demand and tight 
credit and liquidity concerns have put the focus squarely on cash-
flow management and access to capital. 

IT spending – although continuing to grow – witnessed significantly 
lower growth during 2009. Nevertheless, the Kingdom emerged 
as the only country in the Gulf region to show any growth at all. 
Major infrastructure development projects, and e-government 
and education initiatives mostly continued as planned and made 
substantial IT investments. In addition, banking and other financial 
services sectors also showed remarkable resilience and made only 
moderate downward adjustments to their IT investments.

While several organizations maintained their IT investment 
momentum in 2009, many others were forced to re-evaluate 
IT plans. Organizations put several near-term projects involving 
purchases of new or additional hardware and software applications 
on hold. Large scale projects involving systems integration, and 
new systems deployment, installation and support, were the most 
severely impacted by the crisis. Organizations were inclined to 
extend replacement cycles of hardware, and postponed renewals 
and upgrades of operating system and application software licenses. 

Maintenance contracts were re-negotiated to lower prices in many 
instances. Cost control and IT efficiency planning emerged as the 
main focus areas for IT managers. 

In the post-economic-downturn period, IT managers are facing 
increasing pressure from senior management to provide ROI 
justification for their investments. Adoption and use of outsourced 
services – particularly managed and hosted services – is expected 
to grow as organizations become more receptive to alternative 
delivery models that require relatively lower capital expenditure and 
fewer internal employees. 

In order to counter the slowdown, the government has announced 
plans to spend $400 billion (SR 1,500 billion) on infrastructure 
projects over the next five years.30 On the back of increased 
government stimuli, The Kingdom’s GDP is expected to grow by 
over 4% in 2010.31 Thereafter, the adoption and use of IT in the 
government and business sectors, and the increased penetration 
of PCs and the Internet in the home segment will drive IT use and 
spending in the Kingdom. In 2010, spending is projected to show 
a double-digit year-on-year growth and to maintain this momentum 
over the next four years [Figure 2].

The Kingdom emerged as the only country in the 
Gulf region to show any growth at all”“

29 Ministry of Finance, Kingdom of Saudi Arabia, press release on “Highlights of Fiscal Years 2009 & 2010 and Recent Economic Developments” 21st December 2009 
30 Ministry of Finance, Kingdom of Saudi Arabia, announcement quoted in Saudi Arabian Monetory Agency (SAMA)’s forty fifth annual report, July 2009 
31 International Monetary Fund October 2009:  http://www.zawya.com/Story.cfm/sidv52n40-3NC16/IMF%20Hikes%202010%20Economic%20Growth%20Forecast/ 

1.5  Impact of the Economic Crisis on the IT Market
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   Spending on IT products and services in Saudi Arabia is expected 
to show strong growth over the next four years to reach nearly SR 
37 billion for the year 2013. 

 Public sector spending by the government will be the major 
economic driver for IT spending. At the same time, cancellations 
and delays of foreign investments and joint ventures and a tight 
credit environment in the Kingdom could inhibit spending. 

  Increased outsourcing of IT services by organizations and the 
expansion of IT retail channels are expected to drive spending. 
Shortage of IT skills could be a major inhibitor that can be mitigated 
through a concentrated effort by various IT sector stakeholders 
(this is addressed in detail in Section 3).

   Reducing software piracy – currently at 52% - can lead to greater 
investment by IT companies, the creation of new employment 
and greater local IT innovation. Over the years, several legal and 
enforcement initiatives have been undertaken by government 
authorities. Such efforts have to be sustained over a long period 
of time for them to yield substantial results. More focus on 
spreading awareness of the harmful effects of software piracy 
among IT vendors and users, and educating law enforcement 
personnel could help combat the problem.

    Saudi Arabia has witnessed rapid growth in Internet and broadband 
adoption and usage; however, several underserved areas remain. 
The availability of broadband services needs to be continuously 
improved to provide the technology infrastructure required for 
increased IT use. 

   Lack of IT maturity among SMEs prevents them from improving 
business efficiency and enhancing their competitiveness.  
Awareness and education programs can certainly increase IT use 
and improve their IT procurement process. Additionally, subsidies 
and incentives - perhaps through the formation of an SME IT fund 
- could encourage IT adoption and use.

 
  Communications, oil and gas, finance and government are the 

industry sectors that spent the most on IT in 2009. A massive 
increase in public sector spending by the government over the 
next five years will also lead to increased IT investments in various 
government agencies. As a result, the share of IT spending of the 
government sector could increase significantly.  

 

1.6  Summary and Recommendations 
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2.1 Benefits from IT Industries

Local IT industries play a crucial role in addressing domestic 
demand for IT products and services and contribute to improving 
adoption and use of IT in Saudi Arabia. Furthermore, IT industries 
can contribute significantly to the Kingdom’s long-term economic 
development and global competitiveness. They also can create large 
numbers of relatively high-paying jobs, especially for the youth of the 
country, as well as drive exports and thus contribute significantly to 
national GDP. 

The development of IT industries also drives the use of IT among 
the population, fosters innovation and entrepreneurship, and helps 
spawn related ecosystems. The advantages of being a renowned IT 
supplier nation extend to other economic sectors and help boost the 
country’s image in terms of innovation, efficiency, and education. 

2.2 Saudi Arabia’s Capability 
      to Develop Local IT Industries

To build sustainable IT industries, Saudi Arabia must develop the 
capabilities of local IT companies and, at the same time, make efforts 
to attract innovative foreign IT companies and talent to foster an 
environment conducive to sustained development. The Kingdom’s 
capability to achieve this depends on the following factors. 

Macroeconomic Attractiveness: Saudi Arabia is currently the 
28th most competitive country in the world according to the Global 
Competitiveness Report (GCR) 2009–2010 published by the World 
Economic Forum. This rank is higher than major Middle Eastern 

countries such as Egypt (70), Jordan (50), and Turkey (61) but lower  
than other neighbors, such as the UAE (23) and Qatar (22), and 
comparable countries, such as Malaysia (24).32   

In addition, the GCR ranks Saudi Arabia 9th for macroeconomic 
stability – a parameter that reflects the government’s strong 
financial resources. This situation gives the Kingdom a competitive 
advantage, which could be leveraged to make strategic investments 
in the local and global IT industries. In addition to government funds, 
substantial investment capital can be made available from the 
private sector in the Kingdom. Although progress has been made 
in attracting foreign investment - the GCR ranks Saudi Arabia 76th, 
up from 92nd in 2008 for “Business impact of rules on FDI” - there 
remains room for improvement, as it is still considered fairly difficult 
for foreign investors to enter and operate in the Kingdom (Saudi 
Arabia ranks a low 106th for foreign ownership). 

Domestic and Regional Demand: As described in Section 
1 above, Saudi Arabia is the largest market for IT products and 
services in the Middle East. IT spending is expected to top SR 37 
billion by 2013 [Figure 2], and the robust domestic demand offers 
the local IT industry a substantial opportunity to expand its market 
size, provided that local companies can build the capacity required 
to cater to the rapidly growing demand. The market in the rest of the 
GCC countries - forecasted to reach SR 45 billion by 2013 - also 
offers expansion opportunity for Saudi local IT companies.33  

Maturity of the Local IT Industry: Capable, dynamic, and 
innovative local IT industries are critical to building a sustainable, 
globally competitive IT sector. According to the Eighth Five-Year 
Development Plan, there were 1,650 IT companies in the Kingdom 
at the end of 2003. Although more recent figures are unavailable, this 
number is believed to have increased substantially since then. The 
figure includes indigenous (or homegrown) IT companies as well as 
local subsidiaries and joint ventures of multinational IT companies.

The robust domestic demand offers the local IT industry a substantial 
opportunity to expand its market size”“

32 Global Competitiveness Report 2009–2010 published by the World Economic Forum, Geneva, Switzerland
33 IDC Middle East and Africa Blackbook 3rd Quarter 2009

2. Building Local IT Industries
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The vast majority of local IT companies are trading firms engaged
in the assembly, distribution, and retail of imported hardware and 
software products. Only a few are involved in systems integration 
and even fewer in high value-add activities, such as product 
development or high-end IT services such as outsourcing. Most major 
global hardware and software vendors have significant operations 
in the Kingdom. The distribution of their products is facilitated by 
a network of broad product line distributors (who have the ability 
to manage the warehousing, logistics, and administration of large 
volumes of hardware and software products), resellers, retailers, 
and systems integrators. IT services – consultation, integration, 
maintenance, support and training services – provided alongside 
the hardware and software products, are supplied by 
a mix of large multinational IT services firms and local 
systems integrators. 

The majority of local IT companies is mainly involved 
in reselling and facilitating contracts, and is often 
unable to provide higher value-add services. These 
companies need to build their capabilities in areas 
such as technical expertise, market and organizational 
strategy, human resource processes, and IT delivery, 
in order to compete with global and regional IT 
companies in domestic, regional, and international 
markets. 

In a survey CITC conducted in 2009 of local IT 
companies, many expressed interest in expanding their 
businesses, building strong brands, and developing 
skills [Figure 5]. The relatively high importance of such 
factors as “building a strong brand” and “expansion 
outside KSA” is indicative of the local industry’s 
increasing maturity and aspiration. It is therefore 
imperative to assess the gaps in internal capabilities 
and provide support to promising local IT companies.   

Environment for Innovation and Entrepreneurship: 
According to the GCR, in comparison to similar countries, Saudi 
Arabia ranks low as an environment for the development of innovative 
local IT companies. The Kingdom is ranked below the UAE, Bahrain, 
Oman, and Malaysia, among others, for venture capital availability 
(27th), access to loans (18th), and financing through equity markets 
(21st). 

The GCR also believes that Saudi Arabia has made great strides 
in improving the competitive environment for firms, but much 
remains to be done to create an environment highly conducive to 
the development of competitive local IT companies. 

Availability of IT Skills: The availability of a reliable 
national pool of skilled IT professionals is critical to the 
building of sustainable IT industries. According to an 
IT skills study conducted by CITC in 2009, Saudi Arabia currently 
faces a shortage of over 3,500 skilled IT professionals. The 
cumulative gap is expected to increase to nearly 30,000 by the 
end of 2014. Saudi Arabia also needs to improve its standing in 
a number of areas that support the availability of skills. According 
to the GCR, Saudi Arabia ranked lower (71st) for labor market 
efficiencies than neighboring countries such as 
the UAE (16th), and Qatar (14th). The Kingdom is 
also ranked relatively low for wage-determination 

flexibility (43rd) and hiring and firing policies (57th), but relatively 
high for the retention of talented people or “brain drain” (17th). It also 
ranked low for education and training supporting the development 
of IT professional talent (76th in math and science education and 
79th in executive management training – ranks global business 
leaders consider unacceptable, as reported by the GCR).

In a survey CITC conducted in 2009 of local IT 
companies, many expressed interest in expanding 
their businesses, building strong brands, and 
developing skills” 

“

Low High
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The factors discussed above heavily influence Saudi Arabia’s ability to develop IT industries in the future; however, 
in order to obtain a more complete assessment of the Kingdom’s capability, it is important to analyze the Strengths, 
Weaknesses, Opportunities and Threats (SWOT) related to this capability [Table 1]

34 National Commercial Bank Saudi Factbook 2009

Table 1: SWOT Analysis on Saudi Arabia’s Capability to Develop IT Industries

, Oman and others.

Capppabaaaaaaaaaaaaaa ility 
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As discussed earlier, local IT companies that cater to the growing market for IT in Saudi Arabia and the wider Gulf region are mainly 
focused on product distribution, system integration and support. As discussed in Section 3, the vast majority of them rely heavily 
on an expatriate IT workforce. With this in mind, it is important for the Kingdom to develop industries that, in addition to catering 
to market needs, generate greater employment for the national workforce, boost intellectual property creation and in the long run, 
have the potential to position the Kingdom as a regional or international champion. 

CITC analyzed IT industries worldwide to identify specific industries on which Saudi Arabia could focus [Table 2]. The analysis 
covered, broadly, (i) IT services and (ii) high-technology product manufacturing [refer to Appendix B for definitions of the industries 
discussed]

30 Ministry of Finance announcement quoted in SAMA’s forty fifth annual report July 2009.
31 IMF 2009

Table 2: List of IT Industries Analyzed  

Each of the industries was analyzed based on two high-level criteria [Table 3]:

1) Benefits the industry brings to the Kingdom

2) Relative difficulty or ease with which the Kingdom could develop the industry

Table 1:SWOT Analysis on Saudi Arabia’s Capability to Develop IT Industries

Each of the ind st ies as anal ed based on t o high le el c ite ia [Table 3]

CITC analyzed IT industries worldwide to identify 
specific industries on which Saudi Arabia could focus”“

2.3   Opportunities for Developing Local IT Industries
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Table 3: IT Industries Assessment and Selection Criteria

In the assessment, the following industries emerged as the most attractive:

 •  Business process outsourcing (BPO) services 

 •  Semiconductor-based product manufacturing

 •  Specialized emerging high-technology product manufacturing (smart meters, 
     energy storage devices, etc.) 

 •  Datacenter services (Third party provided datacenter services; not including auxiliary
     services such as construction and maintenance of the datacenter)

Detailed commentary on the select IT industries listed above follows in Section 2.4.

I h h f ll i i d i d h i

22



IT Report 2009

 Lack of a large pool of IT professionals at 

relatively low cost could prevent Saudi Arabia 

from becoming a competitive offshore IT 

solutions center that provides IT services to the 

regional and global markets.  

 Increasing acceptance and adoption of IT 

outsourcing services among organizations 

in Saudi Arabia and other GCC countries is 

expected to drive the demand for BPO and 

datacenter services in the region, thereby, 

creating attractive markets for local and global 

services companies. Connectivity, currently an 

inhibitor for wider use of BPO and datacenter 

services, is expected to improve significantly 

on the back of infrastructure investments, 

providing further impetus to the industries.

 
  The BPO industry has the potential to generate 

large-scale employment. Entry-level BPO 

services (such as call center services) require 

a variety of skills; however, the skill level 

required is relatively low, and could be easily 

mobilized. Furthermore, the BPO industry 

provides convenient working environment for 

women, including tele-working for some tasks. 

The shortage of highly skilled professionals 

could hamper the development of datacenter 

services and high technology manufacturing; 

however, the number of resources required for 

these industries is relatively low, although the 

skills required are more specialized. 

    Localization of software and hardware products 

to the specific needs of Saudi Arabian customers 

is increasingly being provided from low cost 

locations outside the Kingdom. Furthermore, 

often such services are embedded within the 

other IT industries discussed here. 

   The financial situation of several high technology 

products manufacturers around the world has 

been undermined by the global economic 

recession. Saudi Arabia can provide much 

needed financial investments to struggling 

manufacturers and in the process, persuade 

them to establish presence in the Kingdom. 

Investing in such manufacturers could require 

substantial capital; however, the financial 

returns per opportunity could be greater than 

that of other industries.   

EMS, ODM, OEM and component 

manufacturing are largely labor-intensive. The 

manufacturers prefer to set up their plants 

in global locations that offer relatively lower 

labor costs. Semiconductor-based products 

manufacturing, on the other hand, is less labor- 

intensive; therefore, Saudi Arabia, despite its 

high labor costs, could emerge as an attractive 

location for establishing plants. 

Source: CITC Analysis

warre e prp oducucuccttststtt  
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To harness this growing demand (for BPO) and further develop the industry, 
it will be necessary to both nurture indigenous BPO providers and attract 
global BPO players to the Kingdom”

“
2.4 Attractive Industries to Develop

600

35, 36 IDC Research

Business Process Outsourcing (BPO) Services

Demand for third-party-provided (non-captive) BPO services in
Saudi Arabia is currently nascent but expected to grow rapidly over 
the next decade. Most large organizations are currently reluctant to 
outsource major parts of their business processes. They prefer to 
build and operate own call centers and manage their processes 
internally. Sectors such as banking have restrictions on data transfer 
imposed on them by regulation and therefore, are quite reluctant 
to outsource to third-party providers. However, acceptance of 
outsourced services is increasing in Saudi Arabia and the wider 
Gulf region as well.  By 2013, the local non-captive BPO industry 
– worth an estimated SR 92.7 million in 2008 in Saudi Arabia – is 
expected to grow twofold in value.35 The current demand is largely 
for call centers and other entry-level BPO services. These services 
require relatively low-skilled resources and present an opportunity 
to create a substantial number of jobs in a relatively short period 
of time. Organizations are generally more comfortable sharing data 
with BPO providers based inside the Kingdom so that their data is 
kept within the country’s borders. 

To harness this growing demand and further develop the industry, it 
will be necessary to both nurture indigenous BPO providers and 
attract global BPO players to the 
Kingdom. Global  
providers would 
bring international 
best practices 
and provide large-
scale training of 
local resources. 
The cost of skills 
in the Kingdom 
may be higher 
than those in other 
Middle Eastern 
countries, such 
as Egypt and 
Jordan, but many 
local organizations 
prefer Saudi-
based contact 
center services 
for the reasons 
explained  earlier, 

and this will certainly drive the development of the local BPO 
industry. In the long term, the local BPO industry can aspire to 
cater to growing demand for services in the wider GCC region 
– an addressable market estimated to top SR 590 million36

[Figure 6]. Furthermore, if the industry aspires to become a regional 
or international BPO champion, the Kingdom will need to position 
itself as a BPO specialist supporting niche industries and providing 
services higher up the BPO value chain. For example, Saudi Arabia 
could emerge as a specialist provider of BPO services to the global 
oil and gas sector, or the Islamic services sector (such as Islamic 
banking and Islamic pilgrimage-related BPO services). The Kingdom 
has numerous strengths in the above areas that could be leveraged 
in its efforts.  

Datacenter Services 

In addition to BPO services, Saudi Arabia could focus on developing 
its datacenter services industry. A number of IT services can be offered 
by providers from their datacenters. These include management of 
shared or dedicated web presence, the facilitation of ecommerce, 
content and collocation, and remote network, systems and 

security management 
from a third party 
datacenter. The services 
described in this report, 
however, do not include 
auxiliary services 
such as construction 
and maintenance 
of the datacenter. 
Datacenter services  
offer organizations cost-
effective, utility based 
computing services.
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A semiconductor-based product industry 
could help position Saudi Arabia globally as an 
attractive location for innovative, knowledge-
based industries”

“

37, 38, 39 IDC Research

Currently, there is strong demand for datacenters in Saudi Arabia: 
demand for datacenter space in the Kingdom is expected to grow 
from 78,000 square meters in 2008 to nearly 155,000 square meters 
in 2013.37 This includes both captive (internal) – the majority – and 
non-captive (third-party-hosted) datacenters. 

Organizations – especially large ones – seem reluctant to outsource 
services and allow corporate information to reside outside the 
organization’s premises. The vast majority of them prefer to build and 
operate their own captive datacenters. There is lack of awareness of 
locally available datacenter services, and often, lack of confidence 
in the capability and quality of service of local third-party providers. 
Such attitudes are changing, albeit gradually. The availability of 
cheap pirated software often defeats the low-price proposition  of 
certain datacenter services, such as software-as-a-service (SaaS), 
offerings. Furthermore, poor connectivity in parts also hampers the 
adoption of such services. As a result, services provided by non-
captive datacenters represent only a fraction of the total market. 

As connectivity improves, a better regulatory framework emerges, 
and awareness of the advantages of datacenter services spreads, 
demand for them is expected to grow. This demand will be fuelled by 
both government and private sector initiatives. Major development 
projects such as the economic cities will be expected to provide at 
least some datacenter services to their clients. The King Abdullah 
Financial District initiative, where banks, insurance companies, and 
other financial institutions are expected to occupy office space, will 
need high computing capacity, which can be efficiently provided from 
centralized datacenters. Companies making green field investments 
are likely to be more willing to use some form of datacenter services, 
be it co-location and hosting capacity, or operational management.  
Furthermore, SMEs could be more willing to procure such services 
due to their lower capital requirement and use-based payment 
facilities.

The market for third-party-hosted datacenter services is expected 
to approach SR 365 million by 2013.38 The addressable market for 
datacenter service providers in the Kingdom could extend beyond 
the borders to the whole of the GCC. This wider market is expected 
to reach SR 1,084 million by 2013.39

The datacenter services industry will help create relatively few but 
high-quality jobs. Development of this industry will require a sufficient 
supply of datacenter-supporting technical skills. This could be  
addressed by training existing resources and attracting specialized 
skills from outside the country, if needed.  

High-Technology Product Manufacturing 

Opportunities exist to develop high-technology products 
manufacturing industries, particularly those associated with the 
manufacture of semiconductor-based products (such as integrated 
circuits and photovoltaic cells) and specialized emerging high 
technology products (such as energy storage and smart metering 
devices). 

In addition to direct employment creation, semiconductor 
manufacturing plants can spawn an ecosystem of supplier 
companies, thereby generating indirect employment. The industry 
can also help foster product innovation and intellectual property 
creation. Importantly, a semiconductor-based product industry 
could help position Saudi Arabia globally as an attractive location for 
innovative, knowledge-based industries. 

The production of semiconductor-based products in the Kingdom 
faces significant disadvantages, particularly relating to the cost and 
availability of skills. The global economic recession has, however, 
created certain opportunities that could somewhat offset these 
disadvantages. The recession has severely undermined the financial 
situations of several global semiconductor manufacturers. Many 
are looking for foreign investments to continue creating innovative 
products – an imperative for survival in the industry. The Kingdom’s 
strong sovereign wealth resources could be invested in struggling 
manufacturers. Subsequently, some of these companies could be 
persuaded to move at least part of their manufacturing operations to 
the Kingdom and thereby, lay the foundations for the industry.  

Target companies for such investments need to be chosen wisely.  
High-volume integrated circuit chip manufacturing is dominated 
by a few large players (such as Intel and AMD). Persuading such 
companies to establish a  semiconductor foundry is difficult – the 
capital required to invest in such companies can be very high, and 
returns, although significantly high, may be slow to come. Intel has 
established plants in nearby countries while AMD has received 
substantial investment from Abu Dhabi (UAE). If these companies 
decide to look out for locations to set up plants in the future, Saudi 
Arabia could compete effectively to attract them.

In addition to high-volume chip manufacturers, manufacturers 
of specialized low-volume chips used in specific industrial 
applications such  as auto, industrial, medical, security, and mobile 
communications applications, could be attractive targets for 
investment.
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Furthermore, Saudi Arabia can venture into the manufacturing of 
photovoltaic cells and modules – silicon-based devices that enable 
the harnessing of solar energy. Solar power initiatives are gaining 
momentum internationally and also in the Gulf region (e.g. Masdar 
City in the UAE, and Qatar’s Science and Technology Park). Such 
initiatives could drive demand for photovoltaic cells in this region. 
Besides the manufacturing of semiconductor-based products, 
Saudi Arabia has the potential to develop regional leadership in the 
manufacturing of specialized high technology products such as 
energy storage devices and smart-metering  equipment. 

The need for energy storage – whether to power hybrid electric 
vehicles, stabilize fluctuations in power supply and demand, or 
extend appliance functionality – is increasing globally. Improved 
power storage is now required by an ever-increasing number of 
advanced mobile appliances and communications devices. Similarly, 
there is increasing global demand for digitally advanced smart 
meters for homes and businesses to ensure the optimal distribution 
and use of electric power. More than 250 million smart meters are 
expected to be installed worldwide in the next five years.40 Saudi 
Arabia can develop a regionally competitive industry for such 
products. Currently, a few companies in the Kingdom manufacture 
similar products; however, if provided with sufficient fiscal and 
regulatory incentives, these companies could emerge as regional or 
even global players [Table 4].

Table 4: Summary of High Technology Manufacturing Opportunities

40 Pike Research
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   Local IT industries can bring great benefits to Saudi Arabia 
such as creating large numbers of relatively high-paying jobs, 
contributing to national exports, fostering innovation and boosting 
the Kingdom’s brand globally.

   Saudi Arabia has several strengths such as its macroeconomic 
stability, strong domestic demand, relatively young population, 
and low energy and real estate costs that can be leveraged 
to develop competitive IT industries. On the other hand, the 
Kingdom faces several weaknesses such as the shortage of IT 
skills and the relatively low capability of local IT companies. In  
light of the strengths and weaknesses, several opportunities to 
develop specific industries can be identified.

   It is important that the Kingdom develops industries that, in addition 
to catering to market demand, generate greater employment for 
the national workforce, boost intellectual property creation and 
in the long run, have the potential to position the Kingdom as a 
regional or international champion. 

  Based on an analysis of IT industries worldwide, CITC has identified 
BPO, datacenter services and the manufacture of high-tech 
products such as semiconductor-based products and specialized 
products for emerging applications as the industries that Saudi 
Arabia could develop for the future. 

 The domestic demand for BPO and datacenter services – while 
currently relatively low – is expected to grow rapidly in the 
coming years due to changing attitudes to outsourcing. Besides 
addressing the local demand, the services companies based in 
Saudi Arabia could also cater to the growing demand for such 
services in the wider GCC region. 

   The manufacture of high-tech products such as semiconductor-
based products and specialized products for emerging 
applications also offers substantial development opportunities. 
Saudi Arabia could make financial investments in struggling 
global manufacturers and pursuade them to establish in 
the Kingdom. Additionally, the local manufacturers could be 
encouraged to enhance  capability and improve regional and 
global competitiveness.

2.5  Summary and Recommendations 
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3. Availability of IT Skills

Over half the IT managers interviewed confirmed that the IT skills 
shortage has a significant impact on their operations”“

28

In order to better understand the state of IT skills in Saudi Arabia 
and explore emerging trends, CITC interviewed over 350 opinion 
leaders and IT decision-makers from various industries, government 
organizations, universities, and local IT companies. The data obtained 
from the interviews was supplemented by information available from 
secondary sources to arrive at the analyses below.

3.1  Challenges to Development 
       of IT Skills 

According to the CITC study, IT managers from various industries, IT 
companies, and educators generally believe the Kingdom’s lack of 
skilled IT professionals poses serious challenges to the development 
of the IT sector. The key affected areas are described below:

Performance of Local IT Suppliers: The shortage of IT 
skills is impeding the ability of local IT companies to expand their 
businesses to meet the growing demand for 
IT products and services. When bidding for or 
negotiating large projects, this shortage often 
emerges as a key project risk, often hampering 
the successful completion of projects. 

Performance of Internal IT Operations: 
Over half the IT managers interviewed confirmed 
that the IT skills shortage has a significant 
impact on their operations. Due to the shortage, 
they face difficulties expanding and developing 
IT infrastructure and running IT development 
projects. The study further revealed that the 

growing adoption of IT and its increasingly large role in supporting 
business processes translates to sub-optimal performance and 
that under-staffed IT operations can erode the overall operational 
efficiency of the organization. Lack of qualified human resources 
for planning, installing, maintaining, and managing IT systems 
could undermine the ability of companies to expand operations, 
launch new products or services, improve customer relations, and 
enhance employee productivity. According to the study, 63% of the 
organizations said the lack of IT skills has had a significant adverse 
impact on their business performance [Figure 7]. 
 
Competitiveness of the Economy: The shortage of IT skills 
has a negative impact on the overall competitiveness of the economy, 
resulting in reduced efficiency and higher IT labor costs which, in 
turn, lead to higher operating costs for businesses. The shortage 
is preventing organizations and sectors with intensive IT operations 
from expanding easily. Finally, lack of skilled IT professionals 
discourages foreign IT companies from establishing presence and 
expanding operations in the Kingdom. 
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The demand for IT products and services is expected to grow by nearly 75% over the next five years. This demand 
is expected to create approximately 54,000 new IT jobs in the Kingdom [Figure 8]. Although the IT sector currently 
employs only 1% of the total workforce in the Kingdom, it is expected to increase this contribution to 1.3% by 2014, 
at which point 58% more people will be employed in the sector. The employment rate of the sector is relatively low 
compared to the UAE (1.8%), the Czech Republic (3.3%), and Singapore (5.1%), but higher than countries such as 
Turkey (0.7%) or Egypt (0.3%).41

Rapid growth in IT spending in the Kingdom over the coming years will create a large number of new IT jobs within 
the IT departments of organizations as well as in the local IT companies. In the absence of a large pool of Saudi IT 
professionals to fulfill the demands of the IT job market, there would be increasing pressure to bring in expatriate 
workers and to provision services from offshore locations. 

The demand for IT products and services 
over the next five years is expected to 
create approximately 54,000 new IT jobs 
in the Kingdom”

“

3.2   IT Skills Gap
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In 2010, demand for IT resources is expected to exceed supply by 3,600 IT professionals, and this gap is expected to 
expand to almost 8,200 in 2014. Over the coming five years, Saudi universities, colleges, companies and domestic 
training institutions will be able to supply 24,500 new Saudi IT professionals, while the cumulative IT skills gap is 
expected to widen to nearly 30,000 professionals [Figure 9].

Over the coming five years the cumulative IT skills gap is expected to 
widen to nearly 30,000 professionals”“
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The rapidly expanding IT security, business application, and mobile technology markets need more experts with 
relevant skills. IT managers currently face significant difficulties finding and recruiting IT people with these skills. 
Security, business applications and mobile technologies (together with software development and IT project 
management skills) should therefore remain a top priority of the country’s IT education and training institutions. 
These skills will show the highest growth in the future, however, companies are reporting the insufficient availability 
of IT professionals possessing the required skills [Figure 11].  

During 2010–2014, the highest growth in demand is expected for software developers, followed by application 
system analysts, IT project managers, IT consultants [Figure 10]. At the same time the IT Skills survey revealed 
that these professions are very difficult or difficult to find. Educational institutions should focus on graduating 
more software developers and project managers – the professions which are currently more difficult to find in the 
market.  
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Demand for open source technology skills is not expected to increase rapidly and will continue to lag behind 
demand for commercial technology platforms. Furthermore, IT managers interviewed believed that, in addition to 
IT skills, soft skills were also crucial to an IT professional’s productivity – particularly English language and problem-
solving skills, both of which were seen as lacking among current IT graduates [Figure 12].
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The study recommends that educational institutions give more 
attention to soft skills development in general, and to English 
language proficiency in particular. Currently, several institutions – 
the Institute of Public Administration (IPA) and King Fahd University 
for Petroleum & Minerals (KFUPM), among others – offer English-
language programs specifically for IT professionals. Other similar 
initiatives could help bridge the soft-skills gap relatively quickly.

The creation of a large number of IT jobs poses a challenge for 
ongoing Saudization efforts. The government has made significant 
efforts to promote and enforce Saudization across all sectors. Yet 
the Saudization rate remains low in the IT sector (including IT user 
and supplier organizations). While the Saudization rate in the overall 
workforce was estimated in excess of 50% in 2009,42 the CITC 
study revealed that in the IT sector, the rate is about 21%43. Even 
though the pool of Saudi IT professionals has been growing over the 
past decade, it is insufficient to meet the exploding demand. As a 
result, the IT sector will continue to rely quite heavily on expatriate IT 
professionals for the foreseeable future.  

3.3 IT Skills Shortages in Various   
     Types of Organizations 
The lack of IT skills is not limited to any specific market segment 
in the Kingdom but spans across all industries. Nor is it limited 
to any one level of the IT profession, involving both IT graduates 
and experts. Nevertheless, the challenge it poses affects different 
segments of the IT sector differently.

Large Organizations:  This segment, in general, does not see 
the shortage of skilled IT professionals as a critical problem. Large 
organizations have the capacity to recruit university students and 
less-experienced professionals, and put them through professional 
training and development programs to create a pool of productive 
resources. They have well-developed internal IT training processes, 
which compensate for the skills gaps in graduates. Their superior 
brand image and relatively higher salaries allow them to recruit 
top-of-the-class IT graduates. As a result, such organizations are 
generally satisfied with the quality of IT graduates coming out of 
universities and other higher education and training institutions. 

New-Entrant IT Companies. The IT skills shortage has a 
notable impact on IT companies entering the Saudi market. The 
typical entrant is a regional or global IT company with a well-

organized internal training system. At such companies, while 
some senior managers are usually brought in from their overseas 
operations, a number of employees must be recruited from the local 
workforce. New entrants usually seek professionals with basic IT 
skills (typically IT systems) and English language skills. While such 
resources are available in the market, it is very difficult to find and 
recruit a sufficiently high number of professionals in the one to three 
years that it takes for the new entrant to establish operations.

Government Organizations and SMEs: SMEs suffer the 
most from the lack of skilled IT professionals. SME IT departments 
are typically non-existent or very small. Such companies are 
reluctant to recruit graduates as they cannot invest the necessary 
time and money in training and mentoring. IT managers in such 
organizations look for higher-skilled workers – professionals who 
can be productive immediately. The government sector often faces 
a serious employee turnover problem, especially at the junior level, 
where IT professionals frequently move to the private sector for 
better salaries after serving a few years on the job and gaining some 
experience. 

3.4 Saudi Arabia’s Capacity to  
      Develop IT Skills 

To develop a sustainable pool of IT talent and bridge gaps in the IT 
job market, Saudi Arabia can rely on several sources of supply, each 
differing in capacity, flexibility, scalability, and cost:

Higher Education Institutions. Over the years, the Kingdom 
has made significant efforts to increase the capacity of its higher 
education institutions. However, supply still remains insufficient. 
Unfortunately, capacities of universities and training institutions 
cannot be expanded drastically to bridge the immediate gap. The 
supply is further diminished by the fact that many IT graduates 
pursue careers in non-IT industries after completing their studies. It 
is therefore necessary that higher education institutions promote the 
attractiveness of IT professions to students and graduates. 

It is generally observed that university and high school graduates 
do not possess sufficient practical knowledge of IT subjects, and 
therefore, cannot be deployed on important tasks immediately after 
graduation. If they acquire sufficient experience and training, over a 
period of time, a number of them can be groomed to take up senior 

42 As forecast in the 8th Development Plan, Ministry of Economy and Planning, Kingdom of Saudi Arabia
43 CITC IT Skills Study
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IT positions. However, training and mentoring is costly and time 
consuming. Therefore, organizations are often reluctant to hire fresh 
graduates. It is necessary that higher education institutions make 
efforts to prepare students, as much as possible, for the needs of 
the IT workplace, in order to enhance their employability. 

Corporate Training:  Large local IT companies and organizations 
possess mature internal training programs. A notable portion of a 
given company’s profits is invested in human capital development 
programs that include technical and soft skills training. The private 
sector has the capacity to train and provide a substantial number of 
IT professionals, and typically align their programs more closely with 
market needs and their corporate strategies. 

IT Training Institutions: Programs such as the Human 
Resources Development Fund (HRDF) and institutions such as 
the Technical & Vocational Training Center (TVTC), the Institute of 
Public Administration (IPA), and others, are doing a commendable 
job developing the national IT talent pool. Through their programs, 
they effectively cover several IT skill gaps. They tend to focus on 
missing technical skills and English-language proficiency. In addition, 
they also work closely with private sector organizations on various 
programs. Such initiatives will help partially address existing demand 
for market-relevant skills. 

Expatriates: Considering the current gaps in the IT skills pool, 
expatriate IT professionals remain an important source of skills to 
both fill existing gaps in the IT job market, as well as to coach and 
mentor junior local IT staff. Simplified procedures for attracting and 
recruiting foreign professionals with select IT skills can help close the 
skills gaps in the short term. In tandem with such activities, long-term 
plans need to be implemented to ensure that newly created IT jobs 
are mostly filled by Saudi nationals and that some positions held by 
expatriate professionals are gradually filled by Saudi nationals. 

Female IT professionals: According to the CITC study, several 
organizations claimed to have benefited greatly by employing 
female professionals. In some business environments, women are 
often observed to be more productive and committed to the job. 
However, there are several barriers to employing more women, such 
as cultural and organizational inhibitions, mobility limitations, and 
lack of flexibility in work timings. Nevertheless, if tapped effectively, 
women IT graduates could be a significant source for quickly 
reducing skill gaps. 

3.5  Summary and 
Recommendations 
Almost all developing countries are experiencing a shortage of IT 
skills – creating serious challenges for governments and the private 
sector alike. Growing IT industries create a high number of new jobs 
that require advanced technical skills thereby putting pressure on 
often less flexible and immature domestic labor markets and technical 
education systems. The shortage of national IT professionals creates 
a dependency on foreign workers and raises IT labor costs.

There is no simple solution to the shortage of IT skills in the 
Kingdom. To achieve optimal results, a multi-pronged approach 
should be considered by IT skills development stakeholders, one 
that considers the following objectives:

Mobilizing Domestic IT Workers: It is important to develop 
incentives and programs that support IT education in private and 
government organizations, promote ICT as an attractive field of 
study and work, and eliminate barriers to female IT employment. 
Promoting IT among youth could also encourage them to use more 
IT in their professional and personal lives. In parallel, it is important 
to create favorable conditions for IT graduates to remain in the IT 
sector. According to the CITC study, the key motivating factors for IT 
professionals include attractive remuneration, flexible working hours, 
access to the latest IT technologies, and well-developed training 
and career development programs.  

Increasing the Capacity of the Education System: In 
order to provide sufficient Saudi IT professionals to meet the rapidly 
growing demand for IT skills, initiatives to increase capacity for 
higher student enrolments in IT courses should be adopted and 
aggressively implemented. At the same time, educational institutions 
should pay attention to developing professional (soft) skills, especially 
communication and English language skills.

Attracting Foreign IT Workers: By introducing visa programs 
for outstanding IT experts in select IT areas, the major skills gaps 
can be bridged in the short term. However, such programs should 
be accompanied by a long-term Saudization strategy to ensure the 
share of Saudi IT professionals increases eventually. 

The Kingdom has made significant efforts to increase the 
capacity of its higher education institutions. However, supply 
still remains insufficient”

“
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Appendices

In order to map the current state of IT in Saudi Arabia, identify key 
opportunities and challenges, and assess gaps in IT skills, CITC 
conducted extensive primary research along with an assessment 
of secondary information sources. CITC also built a detailed IT skills 
model to estimate the future demand for IT professionals, calculate 
the capacity of IT skills supply and determine the current and future 
gaps on the IT skills market.

Primary Research: CITC conducted over 330 interviews with 
Saudi companies to collect quantitative data and obtain information 
about the number and structure of IT professionals, current demand 
for IT skills and interviewees’ approach to training, motivation and 
IT recruitment. The research was carried out between June and 
August 2009.

CITC also undertook over 40 interviews with IT companies to 
ascertain information about the key challenges they face in today’s 
IT and business environment and learn about the perceived lack of 
IT skills.

Finally, CITC conducted about 50 in-depth, face-to-face interviews 
with government institutions, large companies, universities, and 
global and regional high technol ogy manufacturing and IT services 
companies. The goal was to get in-depth, qualitative insights in 
order to assess the capability of the Kingdom to build IT industries 
and understand key challenges and opportunities. 

Secondary Research: CITC undertook in-depth and 
comprehensive secondary research and examined a number of 
existing studies on the IT sector in Saudi Arabia. Examples of such 
studies include the 8th Development Plan, SAMA documents, 
SAGIA reports, The National Communications and Information 
Technology Plan (NCITP), CITC Annual Report, CITC reports, World 
Bank documents, relevant Internet sources, and many others.

IT Skills Model: The total IT employment calculations are based 
on manpower statistics relevant to the Saudi market published by the 
Central Department for Statistical Information (CDSI), the Ministry of 
Economy and Planning, or the 8th Development Plan. The demand 
for IT skills in the five-year forecast period was derived from the 
results of the interviews with companies and local IT companies that 
provided information about the number of IT jobs likely to be created 
in the future.

The current and future domestic supply of IT skills was determined 
through primary and secondary research. CITC examined the 
sources of IT graduates and assessed the capacity of the education 
sector. University graduates, diploma students, vocational training 
and corporate education programs, and educational programs 
run by various education institutions (for example HDRF, IPA) were 
explored and included in the model. The IT skills model does not 
take into account the capacity of planned but not yet established 
educational institutions.

Appendix B: Definitions
Hardware: IT hardware is defined as technological equipment 
used in the processing of information in the form of data (input, 
process, output, communication, and storage). It includes computer 
systems (client and server devices), system peripherals (printers, 
handheld devices, and other add-ons), storage hardware, and 
network equipment.

Packaged Software: Packaged software is programs or 
codesets of any type commercially available through sale, lease, or 
rental, or as a service. Packaged software revenue typically includes 
fees for initial and continued right-to-use packaged software licenses. 
Upgrades may be included in the continuing right of use or may be 

Appendix A: Methodology
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priced separately. Packaged software includes Application software, 
System infrastructure software and Application development and 
deployment tools. Packaged software excludes training, consulting, 
and systems integration that is separate (or unbundled) from the 
right-to-use license but does include the implicit value of software 
included in a service that offers software functionality by a different 
pricing scheme. 

IT Services: IT services is defined as the provision of labor-
based services, which assist individuals and organizations in 
the implementation, management, and operation of computer 
systems, peripherals, storage, network equipment, and software. 
Organizations providing IT services typically deliver some or all of a 
variety of services ranging from support to complete IT operations 
management and outsourcing.

Business process outsourcing (BPO): Business process 
outsourcing (BPO) involves the transfer of management and 
execution of one or more complete business activities, business 
processes, or entire business functions (such as marketing, sales, 
customer care, procurement, HR, accounting) by an organization to 
an external outsourcing or offshoring services provider.

Localization: Localization refers to the actual adaptation of the 
product for a specific market. It includes translation, adaptation of 
graphics, adoption of local currencies, use of proper forms for dates, 
addresses, and phone numbers, and many other details, including 
physical structures, adherence to local customs, standards, values 
and laws.

Datacenter Services: Datacenter services includes management 
of shared or dedicated web presence, the facilitation of ecommerce, 
content and collocation, and remote network, systems and security 
management from a third party datacenter. In this report, it does not 
include auxiliary services such as construction and maintenance of 
the datacenter.

OEMs (Original Equipment Manufacturer): IT vendor 
who markets and sells products under its own brand name to end 
customers.  The design and manufacturing of these products may 
or may not be done by the OEM.  Examples: HP, Cisco, Dell, Sony, 
Nokia.

Component manufacturers: Makers of IT hardware 
components. Eg: Hitachi, IBM, Motorola, Panasonic, Phillips, 
Seagate, Western Digital

EMS providers (Electronics Manufacturing Services): 
Previously known as contract manufacturers who provide 
outsourcing services that may include new product introduction 
(NPI) services, manufacturing and assembly services, a variety 
of aftermarket services and logistics and supply chain services.  
Examples:  Flextronics, Sanmina-SCI, Celestica, Solectron.

ODM (Original Design Manufacturers): Originally, Taiwan 
manufacturers who provided design services, support and products 
for OEMs. Many ODMs provide both design and manufacturing 
services and may also sell their own branded products.  Examples:  
Quanta, Compal, Arima, BenQ, Asustek.

IT Employment: The number of people employed (full-time 
equivalent) in either the IT sector, or in managing IT resources in an 
IT-using organization (e.g., programmers, help desk, IT managers). 
The aggregation categories include hardware vendor employment, 
software vendor employment, services vendor employment, 
distribution channel employment, and end-user IT professional 
employment. The definition excludes employment in occupations 
in IT-related industries, such as venture capital, trade magazine 
publishing, and so on, and excludes individuals in business or 
government whose roles might be called “eBusiness management”, 
such as marketing VP of online banking, manager of interactive 
media, etc.
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Appendix C: Table of Indicators
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CAGR: Compounded Annual Growth Rate

CITC: Communications and Information 
Technology Commission

ERP: Enterprise Resource Planning

CRM: Customer Relationship Management

FDI: Foreign Direct Investment

DSL: Digital Subscriber Line

SME: Small and Medium-sized Enterprise

IP: Intellectual Property

IT: Information Technology

ROI: Return on Investment

GDP: Gross Domestic Product

BPO: Business process outsourcing 

GCC: Gulf Cooperation Council

Appendix D: Abbreviations
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