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(Study Summary in English)

Effects of Electronic Real Estate Contracts in the Saudi Market

A study of the Effectiveness of Digital Transformation of Rental Contracts on Ejar

Platform

With the great technical progress the world is experiencing today, most countries in the world are
seeking to benefit from this progress by adopting it in most aspects of life, which is known as digital
transformation. Digital transformation can be defined as the activation of digital technology by
government institutions or private sector companies in the field of service provision. Activating
digital transformation in the Kingdom of Saudi Arabia is a necessity for all ministries, government
agencies, and organizations that seek development and improvement. The real estate sector was one
of these aspects that the Kingdom of Saudi Arabia sought to digitize as a part of its Vision (2030).
From this principle came the idea of creating electronic contracts that keep pace with the modern
digital transformation. Indeed, the conversion of paper contracts into electronic contracts has
become a requirement. An electronic contract can be defined as a contract concluded over the
Internet. The contract can be through the website, email, or online chat. The establishment of the
electronic contract goes through a number of stages, and the acceptance of the parties in the contract
is proven in various ways, such as an electronic written signature, a digital signature, and others. The
Real Estate General Authority was mainly responsible for organizing non-governmental real estate
activity, setting standards for it, and supervising it to raise its efficiency and encourage investment in
it. Ejar platform was the means of applying digital transformation to the real estate sector. It is an

integrated electronic network that mainly aims to regulate the real estate rental sector in the Kingdom
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of Saudi Arabia. This platform was created specifically to conclude electronic contracts and adopt
them instead of the traditional paper contracts. The establishment of this platform, registration on it,
and the reliance on unified electronic contracts that it offers instead of the traditional paper contracts
have a number of effects - positive or negative - on each tenant, landlord, and real estate broker. The
establishment of this platform also includes changes in the rights and duties of each category of the
three categories involved in this transformation, which they may not know about. Therefore, there
was a need to create a study that looks at the most important differences between traditional paper

contracts and unified electronic contracts, and the advantages and disadvantages of each type.

The most important hypotheses of this study were as follows:

1- Thedigital transformation of Saudi lease contracts is of great benefit to the real estate market
and Saudi society in general.

2- Electronic contracts have solved many problems that the real estate market has been
suffering from for a long time.

3- The digital transformation of lease contracts had an impact on the residential and

commercial sectors.

This study mainly aimed to:

O Identify the impact of digital transformation on all sectors in general, and on the real estate
sector in particular.

O Know the current status of lease contracts through Ejar platform in the Kingdom of Saudi
Arabia.

O Know the pros and cons of changing the previous paper system and converting it into an

electronic system that copes with digital transformation.
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O Demonstrate the degree of digital data protection, transparency, and enhancing mutual
trust.

O Identify the possibility of accessing services, and establish controls, mechanisms, and quality
of digital services provided to the community.

O Measure the extent of enhancement in interaction and dealing between the parties in the

contractual process.

The importance of this study lies in two aspects, the first of which is the lack or absence of previous
studies dealing with digital transformation in the real estate market and the pros and cons of Ejar
platform for the parties in the rental process. Second, it deals with the issue of digital transformation
and its effects on the real estate sector in the Kingdom of Saudi Arabia. It also lies in examining the
impact of facilitating electronic transactions and affirming them to enhance trust between their
parties, and recording mutual obligations between landlords, tenants, and real estate brokers in both
the rental housing sector and the commercial sector through Ejar platform. In addition, addressing

the most important services provided by the platform and the issue of real estate demand.

This study adopted the descriptive analytical approach, which includes studying and analyzing the
change made by the digital transformation in the real estate field, and how the replacement of the
traditional paper contract with the electronic contract affected each of the tenant, landlord, and real
estate broker through statistical analysis tools. They included three electronic questionnaires, each
targeting a category of these three categories. Each questionnaire consisted of ten questions, and all
questionnaires were designed using the Google Forms application. Each one was subjected to validity
and reliability tests, so the initial form of each of them was given to five specialized arbitrators as a
first stage to verify the validity of the study tool. After considering their notes and modifying the

questions of the questionnaires, they were distributed among an exploratory sample of 26 tenants,
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landlords, and real estate brokers. Then, the validity of the tool was measured statistically using the
factorial analysis test on the SPSS program for each questionnaire separately. The results of this test
indicated the validity of the study tool. As for measuring the stability of the study tool, the researchers
relied on measuring internal consistency using Cronbach’s alpha coefficient on the SPSS program.
Cronbach's alpha coefficients were higher than (0.70) in each questionnaire, which indicates the
stability of the tool used in this study. After that, the questionnaires were distributed in their final
form to the actual study sample, which was chosen in a stratified random way, and included 160
participants - including 58 tenants, 50 landlords, and 52 real estate brokers - males and females of
different nationalities and ages, provided that they are residents of the city of Dammam in Saudi
Arabia exclusively. As for the time frame, it included publishing the three questionnaires, collecting
data, analyzing them, and discussing their results, within a period not exceeding thirty days from the
last quarter of 2022 AD. The questionnaires were made available online for one week, and the results

were collected and ready for analysis after that week.

After collecting the results, the data were processed statistically using the Statistical Package for
Social Sciences version 25 (SPSS Version 25), and the data of each questionnaire was processed

separately. The most important overall results of the three questionnaires included the following:

1. Digital transformation has an impact on the real estate sector through the contribution of
the electronic contract in organizing the rental process.

2. There are a number of similarities and differences between the paper contract and the
electronic contract, including the real estate broker has an effective role in concluding both
paper and electronic contracts, the tenants did not face any problems related to credibility in
the property leased with a paper or electronic contract, and the payable amounts of money

of the real estate brokers were rewarding in both types of contracts. On the other hand, the




majority of tenants and landlords did not face problems with electronic contracts, while the
loss or damage of the paper contract was the most prominent problem they faced, and the
fact that the electronic contract was an executive document and a guarantee for both the
tenant and the landlord to receive and deliver the payable amounts of money was the most
prominent feature that traditional paper contracts lacked.

Electronic contracts came with solutions to many problems that the real estate market
suffered from in the past, including crowding before the courts to claim rights, forgery, and
other problems related to paper contracts.

Both commercial institutions and individuals interested in housing units benefit from
electronic contracts alike, and their demand for real estate has not been affected despite the
adoption of new mechanisms and controls for concluding electronic contracts.

The presence of high rental fees is one of the biggest drawbacks of digital transformation in

the real estate field from the points of view of landlords and tenants.

The most important recommendations of the researchers were:

1.

Facilitating the procedures for documenting the electronic contract, and providing sufficient
information for both tenants and landlords regarding making better use of the platform.
Providing all parties in the rental process with what they need to know in terms of rights and
duties.

Showing more interest in the financial aspect and re-examining the fees imposed in a

manner commensurate with the interest of all parties in the rental process.
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(Abstract in English)

The Kingdom of Saudi Arabia was one of the countries that adopted digital transformation in many
sectors, the most important of which is the real estate sector. The digital transformation in the real
estate sector included the establishment of an integrated electronic network for all types of rental
properties, called (Ejar Platform). The establishment of this platform contains a number of pros and
cons foreach of the rental process parties, namely: the tenant, the landlord, and the real estate broker.
Due to the lack or absence of previous studies dealing with the impact of digital transformation and
the adoption of electronic contracts on the Saudi real estate sector, and due to the impact of a study
on this subject on organizing the Saudi real estate market and explaining the changes that this
transformation brings, it was necessary to create a study talking about the impact of electronic

contracts on real estate regulation in the Saudi market.

This scientific study adopted the descriptive analytical approach to study the issue, and the tool
used in it was the preparation of three questionnaires, each targeting one of these three categories:
tenants, landlords, and real estate brokers in the city of Dammam. The total number of participants
in this study was 159 tenants, landlords and real estate brokers of different ages and nationalities

who are citizens or residents of Dammam City.

One of the mostimportant results of this study was that electronic contracts had a clear impact on
regulating the rental process, and that the adoption of new mechanisms and controls for concluding
electronic contracts did not affect the tenants’ demand for real estate. In addition, the mostimportant

advantage of the electronic contract was that it was an executive document, while the presence of




high rental fees was one of the biggest drawbacks of digital transformation in the Saudi real estate

field.

One of the most important recommendations of the researchers is to continuously improve and
facilitate the electronic contract documentation service, to show more interest in the financial aspect,

and to reconsider the fees imposed in proportion to all parties to the rental process.
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