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This study investigates the effects of the circular economy and sus-
tainable tourism on sustainable entrepreneurship in Saudi Arabia, with 
digitalisation examined as a moderating factor. A quantitative research 
design was employed, and data were collected from directors, managers, 
and employees of small and medium-sized enterprises (SMEs) operating 
in the tourism and waste recycling sectors. A structured questionnaire, 
developed through Google Forms, was distributed via email and Linke-
dIn professional networks. In total, 407 valid responses were obtained 
and analysed using SmartPLS 4.0, following a two-stage procedure com-
prising measurement model assessment and structural model evaluation.
The findings reveal that both the circular economy and sustainable tour-
ism exert significant positive effects on sustainable entrepreneurship. 
Moreover, digitalisation strengthens these relationships, confirming its 
important moderating role. The study contributes to the literature by de-
veloping and empirically testing an integrated model of sustainable en-
trepreneurship in the Saudi Arabian context. Its findings are also aligned 
with Saudi Vision 2030 and the Sustainable Development Goals, partic-
ularly SDG 8, which focuses on decent work and economic growth, and 
SDG 12, which promotes responsible consumption and production. In 
addition, the study offers practical and policy implications for fostering 
sustainable entrepreneurship, digital transformation, and environmen-
tally responsible business practices in emerging economies.
Keywords: Sustainable entrepreneurship, Circular economy, 
Sustainable tourism, Saudi Vision 2030, Sustainable Development 
Goals, Digitalisation

1 King Khalid University, Saudi Arabia

*Corresponding Author:
Majed Bin Othayman

Email: 
malothayman@kku.edu.sa

JEL Classification: 
L26, Q56, O33, Z32

Doi: 10.2478/eoik-2026-0053

UDK: 338.486.1.02:004.738.5(6)

1. INTRODUCTION
In the context of global economic development, the international community continues to 
face persistent political, environmental, economic, and social challenges, including hunger, 
global warming, natural resource depletion, and environmental degradation. These challenges 
are reflected in limited access to fresh water, biodiversity loss, increasing drought conditions, 
malnutrition, poverty, widening wealth disparities, gender inequalities, and the unequal dis-
tribution of opportunities and resources (Ploum et al., 2018; M. S. Shahid et al., 2023). In 
response, entrepreneurship has increasingly been recognised as a potential mechanism for 
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addressing urgent global challenges related to economic development, social inclusion, and 
environmental sustainability (Aghelie et al., 2016; Terán-Yépez et al., 2020). Sustainable en-
trepreneurship has therefore emerged as an important approach for responding to these in-
terconnected challenges. Unlike traditional entrepreneurship, which is primarily focused on 
economic value creation, sustainable entrepreneurship integrates economic, environmental, 
and social objectives through the triple-bottom-line perspective (Belz & Binder, 2017; Terán-
Yépez et al., 2020). It seeks to balance financial performance with environmental protection 
and social responsibility, thereby contributing to long-term value creation for both present and 
future generations (Shepherd & Patzelt, 2011).
Recent research has examined various factors influencing sustainable entrepreneurship, includ-
ing circular economy practices, sustainable business models, environmental innovation, and 
digital transformation (Anand et al., 2021; Mendes et al., 2022; Hunady et al., 2025). Among 
these, the circular economy (CE) and sustainable tourism (ST) have received growing scholar-
ly attention because of their potential to enhance environmental sustainability, entrepreneurial 
growth, and long-term business resilience. The circular economy promotes resource efficien-
cy, waste reduction, recycling, and the reuse of materials, while sustainable tourism supports 
responsible economic activity that preserves environmental and cultural resources. In Saudi 
Arabia, sustainable entrepreneurship has gained relevance following the implementation of 
Saudi Vision 2030. This strategic framework aims to diversify the national economy, reduce 
dependence on oil revenues, promote environmental sustainability, strengthen entrepreneurial 
ecosystems, and accelerate digital transformation. Vision 2030 also places strong emphasis 
on tourism development, SME growth, innovation, and environmental preservation as key 
pillars of sustainable economic development. Despite the expanding literature on sustainable 
entrepreneurship, previous studies have largely examined the circular economy, sustainable 
tourism, and digitalisation as separate research areas. Limited empirical evidence exists on 
the combined effects of these variables within a single conceptual framework, particularly in 
emerging economies such as Saudi Arabia. Moreover, few studies have investigated how these 
dimensions collectively contribute to sustainable entrepreneurship while also supporting the 
objectives of Saudi Vision 2030 and the Sustainable Development Goals (SDGs). According-
ly, this study examines the effects of the circular economy and sustainable tourism on sustain-
able entrepreneurship, while also investigating the moderating role of digitalisation among 
SMEs operating in the tourism and recycling sectors in Saudi Arabia. The study contributes 
to the literature by integrating these variables into a unified empirical framework. It also pro-
vides practical insights for policymakers, entrepreneurs, and SME managers by highlighting 
how circular economy practices, sustainable tourism initiatives, and digital transformation can 
support sustainable entrepreneurship, Saudi Vision 2030, and the SDGs, particularly SDG 8, 
which focuses on decent work and economic growth, and SDG 12, which promotes responsi-
ble consumption and production.

2. LITERATURE REVIEW 

2. 1. CIRCULAR ECONOMY AND SUSTAINABLE ENTREPRENEURSHIP

In the context of global economic development, the international community continues to 
face persistent political, environmental, economic, and social challenges, including hunger, 
global warming, natural resource depletion, and environmental degradation. These challenges 
are reflected in limited access to fresh water, biodiversity loss, increasing drought conditions, 
malnutrition, poverty, widening wealth disparities, gender inequalities, and the unequal dis-
tribution of opportunities and resources (Ploum et al., 2018; M. S. Shahid et al., 2023). In 



Unleashing Sustainable Entrepreneurship: The Nexus of Circular Economy, Sustainable Tourism, and 
Digitalization: Evidence from Saudi Arabia

163

response, entrepreneurship has increasingly been recognised as a potential mechanism for 
addressing urgent global challenges related to economic development, social inclusion, and 
environmental sustainability (Aghelie et al., 2016; Terán-Yépez et al., 2020). Sustainable en-
trepreneurship has therefore emerged as an important approach for responding to these in-
terconnected challenges. Unlike traditional entrepreneurship, which is primarily focused on 
economic value creation, sustainable entrepreneurship integrates economic, environmental, 
and social objectives through the triple-bottom-line perspective (Belz & Binder, 2017; Terán-
Yépez et al., 2020). It seeks to balance financial performance with environmental protection 
and social responsibility, thereby contributing to long-term value creation for both present and 
future generations (Shepherd & Patzelt, 2011). Recent research has examined various factors 
influencing sustainable entrepreneurship, including circular economy practices, sustainable 
business models, environmental innovation, and digital transformation (Anand et al., 2021; 
Mendes et al., 2022). Among these, the circular economy (CE) and sustainable tourism (ST) 
have received growing scholarly attention because of their potential to enhance environmental 
sustainability, entrepreneurial growth, and long-term business resilience. The circular econo-
my promotes resource efficiency, waste reduction, recycling, and the reuse of materials, while 
sustainable tourism supports responsible economic activity that preserves environmental and 
cultural resources. In Saudi Arabia, sustainable entrepreneurship has gained relevance follow-
ing the implementation of Saudi Vision 2030. This strategic framework aims to diversify the 
national economy, reduce dependence on oil revenues, promote environmental sustainability, 
strengthen entrepreneurial ecosystems, and accelerate digital transformation. Vision 2030 also 
places strong emphasis on tourism development, SME growth, innovation, and environmental 
preservation as key pillars of sustainable economic development. Despite the expanding lit-
erature on sustainable entrepreneurship, previous studies have largely examined the circular 
economy, sustainable tourism, and digitalisation as separate research areas. Limited empirical 
evidence exists on the combined effects of these variables within a single conceptual frame-
work, particularly in emerging economies such as Saudi Arabia. Moreover, few studies have 
investigated how these dimensions collectively contribute to sustainable entrepreneurship 
while also supporting the objectives of Saudi Vision 2030 and the Sustainable Development 
Goals (SDGs). Accordingly, this study examines the effects of the circular economy and sus-
tainable tourism on sustainable entrepreneurship, while also investigating the moderating role 
of digitalisation among SMEs operating in the tourism and recycling sectors in Saudi Arabia. 
The study contributes to the literature by integrating these variables into a unified empirical 
framework. It also provides practical insights for policymakers, entrepreneurs, and SME man-
agers by highlighting how circular economy practices, sustainable tourism initiatives, and 
digital transformation can support sustainable entrepreneurship, Saudi Vision 2030, and the 
SDGs, particularly SDG 8, which focuses on decent work and economic growth, and SDG 12, 
which promotes responsible consumption and production.

2. 2. SUSTAINABLE TOURISM

The tourism industry has experienced continuous expansion and holds considerable economic 
significance at both global and local levels. In addition to its economic contribution, tourism 
has important social and cultural dimensions, creating opportunities for sustainable and eq-
uitable development (World Tourism Organization, 2020). As sustainable development has 
become a central principle of contemporary economic policy and business practice, tourism is 
increasingly linked to the three dimensions of sustainability: economic growth, environmental 
protection, and social wellbeing.
Sustainable tourism can encourage innovation, support the adoption of efficient organisational 
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structures, and promote responsible business practices. These developments may strengthen com-
petitiveness and create new opportunities for firms operating within the tourism sector (Agyei-
waah et al., 2017). In this regard, sustainable tourism is not only relevant for environmental preser-
vation but also for entrepreneurship, employment generation, and long-term economic resilience.
The global importance of tourism is evident in its contribution to economic growth and em-
ployment. According to the World Tourism Organization (2020), the travel and tourism sector 
grew by 3.9% in 2018, exceeding the global economic growth rate of 3.2% for the eighth con-
secutive year. Over the preceding five years, the sector generated one-fifth of all new employ-
ment opportunities worldwide, employing approximately 319 million people and contributing 
10.4% of global GDP. These figures demonstrate the strategic role of tourism as a driver of 
development and job creation.
However, tourism depends heavily on the preservation of natural and cultural resources, while 
poorly managed tourism activities may produce negative environmental and social conse-
quences. Accordingly, the environmental impacts of tourism growth have received consider-
able scholarly attention (Butler, 1999; Lu & Nepal, 2009; Pjerotic et al., 2017; Waligo et al., 
2013). Sustainable tourism has therefore become essential for balancing economic benefits 
with environmental responsibility and social inclusion.
Several international organisations and researchers have proposed measures for advancing 
sustainable tourism, including climate change mitigation, pollution reduction, renewable re-
source use, waste management, natural resource conservation, and socially responsible tour-
ism practices (UNEP, 2004; UNWTO, 2013, 2014, 2017, 2019). Previous studies also high-
light the importance of ethical tourism practices, particularly in relation to waste reduction, 
resource conservation, community wellbeing, and stakeholder engagement (Andereck et al., 
2005, 2007; Andereck & Nyaupane, 2011; Luekveerawattana, 2018; Morgan et al., 2015; Mu-
rava & Korobeinykova, 2016).
Based on this discussion, sustainable tourism may contribute to sustainable entrepreneurship 
by encouraging innovation, responsible resource use, community-oriented business models, 
and long-term value creation. Therefore, this study investigates the relationship between sus-
tainable tourism and sustainable entrepreneurship.

H2: Sustainable tourism has a positive effect on sustainable entrepreneurship.

2. 3. DIGITALIZATION

Digital technologies have become central to the operational frameworks of businesses across 
industries. Intelligent solutions are increasingly used to optimise production, improve organ-
isational efficiency, and support the transition towards more sustainable business models. In 
this study, digitalisation refers to the development and integration of technologies such as big 
data, the Internet of Things (IoT), artificial intelligence (AI), and other related digital innova-
tions (Kristoffersen et al., 2020; Seele & Lock, 2017; Alsharaideh et al., 2026).
The integration of digital technologies into business operations can significantly influence sustain-
ability outcomes. Digitalisation enables organisations to implement sustainable business strategies 
more effectively by supporting social, economic, and environmental objectives in everyday activi-
ties. Moreover, the adoption of advanced technologies can strengthen sustainability-oriented prac-
tices while enhancing firms’ competitive advantage (Spaltini et al., 2021; Seisenbekov et al., 2026).
Smart technologies are expected to form the foundation of future digital enterprises because 
they facilitate new business models, improve decision-making, and create opportunities for 
value generation (Leinwand et al., 2021). For example, IoT applications allow firms to in-
crease production capacity, monitor resource use, optimise performance, and improve opera-
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tional efficiency (Seele & Lock, 2017). Similarly, AI and big data analytics can support more 
accurate forecasting, better resource allocation, and more efficient management of environ-
mental and organisational processes.
Despite these advantages, digitalisation also involves risks and challenges. The adoption of 
digital technologies often requires substantial financial investment, organisational restructur-
ing, and the development of new technical capabilities. In addition, the growing threat of cy-
berattacks has made cybersecurity and data protection essential requirements for firms seeking 
to digitalise their operations (Demartini et al., 2019).
Previous research has demonstrated a close relationship between sustainability, policymak-
ing, and the implementation of digital solutions (Hung, 2023; Zoppelletto & Bullini Orlandi, 
2022). Studies have also linked digitalisation with circular economy practices and sustainable 
tourism, suggesting that AI, IoT, and related technologies can facilitate the transition from 
linear economic models towards more circular and sustainable systems. In this context, digi-
talisation may strengthen the effects of circular economy practices and sustainable tourism ini-
tiatives on sustainable entrepreneurship by improving efficiency, innovation capacity, resource 
management, and long-term value creation.
Based on this reasoning, the following hypotheses are proposed:

H3: Digitalisation moderates the relationship between the circular economy and sustainable 
entrepreneurship.
H4: Digitalisation moderates the relationship between sustainable tourism and sustainable 
entrepreneurship.

2. 4. THEORETICAL BACKGROUND

This study is grounded in three complementary theoretical perspectives: the Resource-Based 
View (RBV), Institutional Theory, and Dynamic Capabilities Theory. These theories provide 
a basis for explaining the relationships among the circular economy, sustainable tourism, dig-
italisation, and sustainable entrepreneurship.
According to the Resource-Based View, organisations achieve competitive advantage by devel-
oping and utilising resources and capabilities that are valuable, rare, inimitable, and non-substi-
tutable (Barney, 1991). In the context of this study, circular economy practices and digitalisation 
capabilities are regarded as strategic organisational resources. These resources enable firms to 
improve resource efficiency, enhance innovation capacity, strengthen environmental perfor-
mance, and support long-term sustainability. Accordingly, SMEs that adopt circular practices 
and digital technologies are expected to achieve stronger sustainable entrepreneurial outcomes.
Institutional Theory explains how external pressures, regulatory frameworks, and national de-
velopment strategies shape organisational behaviour (DiMaggio & Powell, 1983). In Saudi Ara-
bia, Vision 2030 serves as an important institutional mechanism that encourages SMEs to adopt 
sustainability-oriented practices, environmental initiatives, tourism development strategies, and 
digital transformation programmes. Therefore, institutional support may facilitate the adoption of 
sustainable entrepreneurship practices by creating a favourable policy and business environment.
Dynamic Capabilities Theory further explains how organisations integrate, reconfigure, and 
adapt internal and external resources in response to changing environmental conditions (Teece 
et al., 1997). From this perspective, digitalisation enhances firms’ adaptive capabilities by 
supporting innovation, operational flexibility, responsiveness, and sustainability transitions. 
Digital technologies may therefore strengthen the relationships between circular economy 
practices, sustainable tourism initiatives, and sustainable entrepreneurship.
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By integrating these theoretical perspectives, this study develops a comprehensive framework 
explaining how the circular economy and sustainable tourism influence sustainable entrepre-
neurship, while digitalisation strengthens these relationships. This framework is examined 
within the context of Saudi SMEs and the strategic objectives of Vision 2030.

Figure 1. Theoretical framework based on RBV, Institutional Theory, and Dynamic Capabilities Theory

Source: Developed by the authors based on RBV (Barney, 1991), Institutional Theory (DiMaggio & 
Powell, 1983), and Dynamic Capabilities Theory (Teece et al., 1997).

3. RESEARCH METHODS
This study adopted a cross-sectional research design. Data were collected through an online 
structured questionnaire developed using Google Forms and distributed via email and Linke-
dIn professional networks. The questionnaire consisted of five sections: demographic infor-
mation, sustainable entrepreneurship (SUSENTP), circular economy (CE), sustainable tour-
ism (ST), and digitalisation. All measurement items were assessed using a five-point Likert 
scale ranging from “strongly disagree” to “strongly agree”.
The study participants included directors, managers, and team members employed in small 
and medium-sized enterprises (SMEs) operating in the tourism and waste recycling sectors 
across the Kingdom of Saudi Arabia. Data were collected during the period from 2022 to 
2023. A random sampling technique was applied to select respondents. In total, 407 valid 
responses were obtained and used for data analysis. This sample size exceeds the minimum 
requirement for Partial Least Squares Structural Equation Modelling (PLS-SEM), thereby en-
suring adequate statistical power and model stability.
Data analysis was conducted using SPSS Statistics and SmartPLS 4.0. A two-step analytical 
approach was employed, comprising measurement model assessment and structural model 
evaluation. Bootstrapping with 5,000 subsamples was performed to examine the significance 
of path coefficients, t-values, and confidence intervals.

3. 1. STUDY MEASURES 

The measurement scales employed in this study were adapted from previously validated instru-
ments in the literature. The circular economy scale was adapted from Zeng et al. (2017), while the 
sustainable tourism scale was adopted from the World Tourism Organisation (WTO, 1996). The 
sustainable entrepreneurship scale was adapted from Stevens et al. (2015), and the digitalisation 
scale was adapted from Bürklin and Wynants (2020), Cainelli et al. (2020), and Chen (2020).
Minor modifications were made to the measurement items to ensure their suitability for the 



Unleashing Sustainable Entrepreneurship: The Nexus of Circular Economy, Sustainable Tourism, and 
Digitalization: Evidence from Saudi Arabia

167

context of small and medium-sized enterprises (SMEs) in Saudi Arabia. During the measure-
ment model assessment, several items were removed due to low factor loadings to improve 
construct reliability and validity. All constructs were measured using a five-point Likert scale 
ranging from 1, “strongly disagree”, to 5, “strongly agree”. The final measurement items are 
presented in Appendix A.

4. FINDINGS
Table 1 presents the demographic profile of the respondents included in this study. The sam-
ple comprised both male and female participants, with males accounting for 70.17% and 
females representing 29.83% of the total sample. Respondents were drawn from small and 
medium-sized enterprises (SMEs) operating in the tourism sector (66.35%) and the circular 
economy sector (33.65%).
About job position, most respondents were managers (59.61%), followed by directors (22.59%) 
and other team members (17.78%). In terms of educational background, 40.56% of respon-
dents held undergraduate degrees, while 59.44% had graduate degrees.
The age distribution shows that 18% of respondents were under 30 years of age, 52% were be-
tween 30 and 45 years old, and 30% were over 45 years old. Overall, the demographic profile 
indicates that the sample consisted primarily of experienced professionals working in SMEs 
associated with the tourism and circular economy sectors in Saudi Arabia.

Table 1. Descriptive Statistics of Respondents

Description Type Frequency %
Gender  Male 70.17%

Female 29.83%
SMEs Tourism 66.35 %

Circular Economy 33.65 %
Respondent Director 22.59% 

Manager 59.61%
Team Members 17.78%

Age Under 30 years 18%
30- 45 years 30%
Over 45 years 44.64%

Education Undergraduate 40.56 %
Graduate 59.44%

Source: Primary data

The demographic results indicate that the respondents have relevant professional experience 
and educational background, which increases the reliability and validity of the collected data.

4. 1. PLS SEM

4. 1. 1. MEASUREMENT MODEL ASSESSMENT 

The study employed a two-stage approach to assess the Partial Least Squares Structural Equa-
tion Modelling (PLS-SEM) results (Henseler, 2017). Using SmartPLS 4.0, the measurement 
model was evaluated in terms of factor loadings, composite reliability, Cronbach’s alpha, av-
erage variance extracted (AVE), and discriminant validity (Becker et al., 2023). The results of 
the measurement model assessment are presented in Figure 2 and Table 2.
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Figure 2. Measurement model Assessment

Source: Primary data analysed using SmartPLS 4.0.

The factor loadings for most items exceeded the recommended threshold of 0.60, except for 
ST4. Previous studies suggest that factor loadings between 0.50 and 0.70 are acceptable, while 
values above 0.50 provide sufficient evidence of convergent validity (Hair et al., 2013). There-
fore, the results confirm that the measurement model achieved an acceptable level of conver-
gent validity. Table 2 reports the factor loadings, Cronbach’s alpha, composite reliability (CR), 
average variance extracted (AVE), and variance inflation factor (VIF) values. Cronbach’s al-
pha values exceeded the recommended threshold of 0.70, indicating satisfactory internal con-
sistency (George & Mallery, 2003). Similarly, the CR values were above 0.70 and the AVE 
values met or exceeded the recommended threshold of 0.50, confirming construct reliability 
and convergent validity (Fornell & Larcker, 1981; Hair et al., 2014). The results also indicate 
that the higher-order construct of sustainable entrepreneurship achieved acceptable levels of 
internal consistency, CR, and AVE, as shown in Table 3. In addition, the VIF values were 
within acceptable limits, suggesting that multicollinearity was not a concern. Overall, these 
findings confirm the reliability, validity, and suitability of the SUSENTP construct for further 
structural model analysis.

Table. 2   LOC Loadings, Internal consistency, Composite Reliability, and AVE

Construct Item Loading Cronbach Alpha CR AVE VIF
CE C1 0.792
CE C2 0.816 0.801 0.870 0.627 1.994
CE C3 0.746
CE C4 0.810
ST ST1 0.823
ST ST2 0.718
ST ST3 0.731 0.761 0.839 0.513 1.375
ST ST4 0.577
ST ST5 0.711
DG DG1 0.722 0.837 0.886 0.853 1.388

Source: Primary data
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Table 3. Higher Order Construct (HOC) Internal Consistency, CR&AVE

Construct Cronbach’s Alpha Composite Reliability AVE

SUSENP 0.923 0.946 0.815

Source: Primary data

Discriminant validity was subsequently assessed to determine whether the constructs were 
empirically distinct from one another. Following the Fornell-Larcker criterion, the shared vari-
ance between constructs should not exceed the average variance extracted (AVE) for each 
construct (Fornell & Larcker, 1981). As shown in Table 4, this requirement was satisfied, in-
dicating adequate discriminant validity among the constructs. The results for the higher-order 
constructs (HOCs) also met the recommended criterion, as their shared variances remained 
below the corresponding AVE values. These findings confirm that the constructs used in the 
study are sufficiently distinct and suitable for further structural model analysis.

Table 4.  Low order construct (LOC) Fornell-Larcker criterion

Construct CE ECoSL EnvSL SLSL ST
CE 0.792
ECoSL 0.694 0.716
EnvSL 0.550 0.563 0.756
SLSL 0.559 0.558 0.775 0.781
ST 0.570 0.562 0.549 0.468 0.717

Source: Primary data

Discriminant validity was evaluated using the Fornell-Larcker criterion. As shown in Table 
4, the square root of the average variance extracted (AVE) for each construct exceeded the 
inter-construct correlations in most cases, indicating acceptable discriminant validity. These 
results suggest that the constructs included in the model are empirically distinct and suitable 
for further structural analysis.

Table 5.  HOC Fornell-Larcker criterion

Constructs LV scores - CE LV scores - ST LV scores – SUSENTP
LV scores – CE 1
LV scores – ST 0.57 1
LV scores – SUSENTP 0.694 0.608 0.903

Source: Primary data

4. 1. 2. STRUCTURAL MODEL ASSESMENT

The structural model was evaluated using bootstrapping in SmartPLS 4.0 with 5,000 subsam-
ples and 407 cases to assess the significance of the path coefficients (Hair et al., 2017). As pre-
sented in Table 6 and Figure 3, the results confirm significant relationships among the circular 
economy, sustainable tourism, digitalisation, and sustainable entrepreneurship. The circular 
economy has a significant positive effect on sustainable entrepreneurship (β = 0.498, t = 4.494, 
p < 0.001), supporting H1. Similarly, sustainable tourism positively influences sustainable en-
trepreneurship (β = 0.316, t = 3.925, p < 0.001), supporting H2. The moderating effect of dig-
italisation on the relationship between the circular economy and sustainable entrepreneurship 
is also significant (β = 0.098, t = 2.015, p = 0.044), supporting H3. In addition, digitalisation 
significantly moderates the relationship between sustainable tourism and sustainable entrepre-
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neurship (β = 0.188, t = 2.863, p = 0.013), supporting H4. Therefore, all proposed hypotheses 
are supported. Common method bias was examined using Harman’s single-factor test. The 
results showed that a single factor explained less than 50% of the total variance, indicating 
that common method bias was not a major concern. Full collinearity VIF values were also as-
sessed, and all values were below the recommended threshold of 3.3, further confirming that 
common method bias did not threaten the validity of the findings.

Figure 3.  Structural Model Path coefficient and T statistics

Source: Primary data analysed using SmartPLS 4.0.

4. 1. 3. HYPOTHESIS TESTING

The structural model results were evaluated using bootstrapping procedures with 5000 subsa-
mples and 407 cases. The path coefficients, t-values, and p-values were examined to test the 
study hypotheses. The results of the structural model are presented in Table 6.

Table 6. Structural Assessment of the model

Hypothesis Relationship Beta Mean Std. Dev. T-value P-value Decision
H1 CE → SUSENTP 0.498 0.482 0.111 4.494 0.000 Supported
H2 ST → SUSENTP 0.316 0.327 0.081 3.925 0.000 Supported
H3 Digitalisation × ST → SUSENTP 0.188 0.126 0.047 2.863 0.013 Supported
H4 Digitalisation × CE → SUSENTP 0.098 0.097 0.049 2.015 0.044 Supported

Source: Primary data

The coefficient of determination (R²) for sustainable entrepreneurship was 0.527, indicating 
that the model explains 52.7% of its variance. This suggests a moderate level of explanatory 
power. The effect size (f²) results further show the relative contribution of each predictor, with 
the circular economy demonstrating a large effect and sustainable tourism showing a medium 
effect. These findings indicate that the circular economy has a stronger influence on sustain-
able entrepreneurship than sustainable tourism.
Model fit was assessed using the Standardised Root Mean Square Residual (SRMR). The 
SRMR values were 0.112 for the saturated model and 0.116 for the estimated model, indicat-
ing an acceptable level of model fit. Overall, the results confirm that the model demonstrates 
satisfactory explanatory power, effect size, and fit.
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5. DISCUSSION
This study examined the relationships among the circular economy (CE), sustainable tourism 
(ST), digitalisation, and sustainable entrepreneurship within Saudi Arabian SMEs operating 
in the tourism and recycling sectors. The findings support all proposed hypotheses and pro-
vide important theoretical and practical insights into the development of sustainable entre-
preneurship in an emerging economy context. The results are consistent with the theoretical 
foundations of the study. From the perspective of the Resource-Based View (RBV), circular 
economy practices and digitalisation capabilities represent strategic organisational resourc-
es that enhance innovation, resource efficiency, environmental performance, and long-term 
competitiveness. SMEs that adopt circular practices and digital technologies are therefore 
better positioned to generate sustainable value and strengthen entrepreneurial sustainability. 
The findings also align with Institutional Theory, as Saudi Vision 2030 and related national 
sustainability initiatives provide an institutional framework that encourages SMEs to adopt 
environmental responsibility, digital transformation, and sustainable tourism practices. This 
suggests that national development strategies and policy support play a significant role in pro-
moting sustainable entrepreneurship in Saudi Arabia. In addition, the results support Dynamic 
Capabilities Theory by highlighting the role of digitalisation in strengthening organisational 
adaptability. Digital technologies enable firms to reconfigure resources, improve innovation 
capacity, and respond more effectively to environmental and market changes, thereby support-
ing sustainability transitions. Regarding the direct effects, the circular economy was found to 
have a positive and significant influence on sustainable entrepreneurship (β = 0.498, t = 4.494, 
p < 0.001), supporting H1. This indicates that SMEs implementing circular practices, such as 
recycling, waste reduction, resource optimisation, and sustainable production, are more like-
ly to improve sustainable entrepreneurial outcomes. This finding is consistent with previous 
studies showing that circular economy practices contribute to sustainability-oriented business 
models and entrepreneurial growth (Barros et al., 2021; Van Langen et al., 2021; Yusuf & 
Lytras, 2023). Moreover, the circular economy demonstrated the strongest effect among the 
predictors, suggesting that resource efficiency and environmental practices are particularly 
important for sustainable entrepreneurship in the Saudi context. Sustainable tourism also had a 
positive and significant effect on sustainable entrepreneurship (β = 0.316, t = 3.925, p < 0.001), 
supporting H2. This result suggests that tourism enterprises adopting practices related to en-
vironmental preservation, cultural heritage conservation, community development, biodiver-
sity protection, and responsible tourism management are more likely to achieve sustainable 
entrepreneurial outcomes. The finding is consistent with prior research emphasising the role 
of sustainable tourism in supporting local development, long-term sustainability, and com-
petitive advantage (Kapera, 2018; León-Gómez et al., 2021). It also reflects the priorities of 
Saudi Vision 2030, particularly tourism diversification, heritage preservation, and sustainable 
economic development. The moderating effects of digitalisation were also confirmed. Digi-
talisation positively moderated the relationship between the circular economy and sustainable 
entrepreneurship (β = 0.098, t = 2.015, p = 0.044), supporting H3. This indicates that digital 
technologies strengthen circular economy practices by enabling better monitoring, resource 
optimisation, waste management, and data-driven decision-making. Similarly, digitalisation 
positively moderated the relationship between sustainable tourism and sustainable entrepre-
neurship (β = 0.188, t = 2.863, p = 0.013), supporting H4. This suggests that digital tools 
enhance sustainability transitions in tourism enterprises by improving operational efficien-
cy, customer engagement, innovation capacity, and resource management. Overall, the study 
contributes to the literature by integrating circular economy, sustainable tourism, and digi-
talisation into a unified framework for explaining sustainable entrepreneurship. Practically, 
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the findings provide useful implications for policymakers, SME managers, and entrepreneurs 
seeking to advance sustainability-oriented business practices in Saudi Arabia. The results also 
support the objectives of Saudi Vision 2030 and contribute to the Sustainable Development 
Goals, particularly SDG 8, which focuses on decent work and economic growth, and SDG 12, 
which promotes responsible consumption and production.

6. PRACTICAL IMPLICATIONS OF THE STUDY
Policymakers should prioritise the design and implementation of policies that encourage cir-
cular economy practices, sustainable tourism initiatives, and digital transformation. By estab-
lishing a supportive regulatory and institutional environment, policymakers can facilitate the 
growth of sustainable businesses and strengthen sustainable entrepreneurship. The findings of 
this study also provide useful insights for entrepreneurs seeking to engage in policy advocacy. 
Entrepreneurs can collaborate with policymakers to highlight the economic, environmental, 
and social benefits of circular economy practices, sustainable tourism, and digitalisation. Such 
engagement may contribute to the development of regulatory frameworks that support sus-
tainable business growth and long-term entrepreneurial resilience. Stakeholder engagement 
is also essential for sustainable entrepreneurship. Entrepreneurs should actively involve cus-
tomers, suppliers, employees, local communities, and other relevant stakeholders in sustain-
ability-oriented initiatives. Effective communication of sustainability efforts can strengthen 
trust, improve credibility, and enhance cooperation within stakeholder networks. In addition, 
educational institutions and entrepreneurship support organisations should integrate sustain-
ability principles into their curricula, training programmes, and capacity-building activities. 
Providing entrepreneurs with knowledge of circular economy principles, sustainable tourism 
practices, and digital technologies can enhance their ability to develop and manage sustainable 
enterprises. Finally, collaboration among government institutions, businesses, civil society 
organisations, and local communities is crucial for advancing sustainable entrepreneurship. 
Strategic partnerships can support knowledge sharing, resource mobilisation, and collective 
action in addressing sustainability challenges.

7. CONCLUSIONS
Sustainable entrepreneurship has emerged as an important response to contemporary environ-
mental, economic, and social challenges. The findings of this study confirm that the circular 
economy and sustainable tourism have significant positive effects on the development of sus-
tainable enterprises. These results highlight the importance of sustainability-oriented entre-
preneurship in supporting the Sustainable Development Goals, particularly through resource 
efficiency, waste reduction, environmental protection, energy efficiency, inclusive growth and 
community wellbeing. The results further demonstrate that the circular economy and sustain-
able tourism jointly contribute to sustainable entrepreneurial behaviour. Circular economy 
practices encourage more efficient use of resources, waste minimisation, recycling, and the 
development of innovative business models. By adopting these practices, entrepreneurs can 
create enterprises that generate economic value while reducing environmental harm. Similar-
ly, sustainable tourism creates favourable conditions for entrepreneurship by promoting envi-
ronmental preservation, cultural heritage protection, community participation, and responsible 
tourism management. Enterprises based on sustainable tourism principles can attract environ-
mentally conscious consumers while contributing to local development and social inclusion. 
Overall, the study suggests that sustainable entrepreneurship can serve as a practical mecha-
nism for advancing economic growth, environmental sustainability, and social wellbeing. By 
promoting inclusivity, equality, and community engagement, entrepreneurs can contribute to 



Unleashing Sustainable Entrepreneurship: The Nexus of Circular Economy, Sustainable Tourism, and 
Digitalization: Evidence from Saudi Arabia

173

reducing inequalities, empowering marginalised groups, and strengthening long-term sustain-
able development.

8. LIMITATIONS AND FUTURE DIRECTIONS
This study has several limitations that should be acknowledged. First, although the sample pro-
vides useful empirical insights, it is limited to SMEs operating in the tourism and recycling sectors 
in Saudi Arabia. Therefore, the findings may not be directly generalisable to other sectors, coun-
tries, or institutional contexts. Second, the study did not include control variables, which may limit 
the ability to account for alternative explanations influencing sustainable entrepreneurship.
Third, the cross-sectional research design restricts the possibility of establishing causal rela-
tionships among the examined variables. Future studies could employ longitudinal or experi-
mental designs to provide stronger evidence of causality and to examine how the relationships 
among circular economy practices, sustainable tourism, digitalisation, and sustainable entre-
preneurship evolve over time.
Moreover, cultural, economic, regulatory and institutional differences may influence the relation-
ships examined in this study. Future research should therefore test the proposed framework in 
different national and sectoral contexts. In addition, future studies may incorporate other relevant 
factors affecting sustainable entrepreneurship, such as government regulation, policy stability, re-
newable energy adoption, green innovation, social empowerment, and stakeholder engagement.
Finally, further research should assess the effectiveness of existing laws, policies, and insti-
tutional support mechanisms in promoting sustainable entrepreneurship. Such investigations 
would provide deeper insights into how regulatory frameworks can support circular economy 
practices, sustainable tourism, digital transformation, and long-term sustainable business de-
velopment.
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Appendix A

Code Measuring Items
Circular Economy 

C1 Non-recyclable raw materials with renewable, recyclable
C2 Environmentally friendly packaging
C3 Waste product recycled
C4 Left over material reused in process

Sustainable Tourism
ST1 Tourism contribution to local economy
ST2 Local satisfaction
ST3 Consumer satisfaction
ST4 Critical ecosystems
ST5 Planning process

Economic Sustainability 
EcoSL1 Profit 
EcoSL2 Return on investment
EcoSL3 Financial resilience
EcoSL4 Long-term viability
EcoSL5 Business stability

Environment Sustainability
EnvSL 1 Renewable resource
EnvSL 2 Low emissions
EnvSL 3 Low waste
EnvSL 4 Biodiversity
EnvSL 5 Pollution prevention (Air&Water)
EnvSL 6 Pollution prevention (Land)

Social Sustainability
SLSL1 Equality and diversity
SLSL2 Wellbeing&Community development
SLSL3 Secure livelihood
SLSL4 Labor standards
SLSL5 Health and Safety

Digitalization 

DG 1 Digital platforms to monitor and track products in the value chain

DG 2 Use digital platforms to attract new customers and understand their evolving needs
DG 3 Use digital platforms for making decisions to support reuse and recycling

DG 4
Use digital platforms to optimize resource utilization, e.g. using waste as a re-
source, optimal energy consumption

DG 5 Use digital platforms to enhance renovation of products and operational practices
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