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1.1 [bookmark: _Toc225429437]Introduction

Saudi Arabia’s real estate sector is now one of the fastest growing and most important markets in the Middle East. In the last ten years, it has become a key part of Vision 2030, which aims to diversify the economy, bring in investment, and raise living standards. Major projects like NEOM, ROSHN, Qiddiya, and MASAR are changing the country’s cities and economy. Because these projects are large and complex, strong governance and good project management are necessary. They involve big investments and many stakeholders, including shareholders, investors, contractors, consultants, and government entities.
Contract governance means having a clear set of policies and procedures for preparing, carrying out, and monitoring contracts. It helps make sure that responsibilities are clearly assigned, decisions are properly approved, and all contract obligations are met within set limits.
Strong governance helps make projects more transparent, fair, and accountable, especially when financial, technical, and regulatory issues come together. It links big-picture goals with daily work, making sure projects finish on time, stay within budget, and meet quality standards. If governance is weak, poor communication, slow decisions, and badly managed changes can make projects less likely to succeed.
Many organizations have set up internal governance systems and rules for who can make decisions. However, these systems are not always used the same way. Some employees are not sure about their authority or do not follow the right documentation steps. This can lead to delays, extra costs, and inefficiencies that hurt the organization’s reputation.
As Saudi Arabia continues to develop, it needs to attract both local and international investors. To do this, the country must improve transparency and build stronger organizations that follow global standards for governance. Making contract governance stronger is key to supporting growth, ensuring accountability, and gaining investor trust.
Good governance does more than just control operations. It encourages ethical and responsible decision-making. It also makes sure that procurement is transparent, approval steps are followed, and risks are shared fairly among owners, contractors, and consultants. This focus on integrity supports Saudi Arabia’s goal to reach top governance standards in both public and private sectors.
Digital transformation is now a key part of contract governance. Many organizations use systems to track approvals, deliveries, and financial duties as they happen. Connecting contract, procurement, and finance systems helps teams work together better, see what is happening, and spot risks early.
In theory, contract governance brings together Control Theory, which is about structure and following rules, and Agency Theory, which tries to align the interests of managers and owners. In practice, these ideas help create balanced systems that make organizations more accountable and improve their performance. 
This study looks at how contract governance affects how efficiently real estate projects run in Saudi Arabia. It focuses on key factors like transparency, accountability, clear authority, and compliance, and how these influence project time, cost, and quality.
In summary, this research shows that contract governance is a strategic tool for reaching high performance. Strong governance systems help projects run more efficiently and lower risks.
They also encourage teamwork and support Saudi Arabia’s goal for sustainable and competitive development.
1.2 [bookmark: _Toc225429438]Problem Statement

The real estate sector in Saudi Arabia is growing fast and many companies are now aware of the importance of good governance. Still, in practice, several challenges keep repeating and affect the success of projects. The main problem is that the policy and procedures for contract governance are not applied with enough clarity or consistency.
A common example is when a project starts before the contract receives complete approval. This often happens because employees are not sure who has the authority to approve or because they feel pressure to move forward quickly. As a result, the project may face extra costs, unclear responsibilities, and sometimes disagreements between the contractor and the owner.
A second challenge is the lack of a clear and unified procurement system. In some companies, the system exists but employees are not fully aware of how to use it or do not follow it correctly. Each department may still follow its own steps without proper coordination with others. This causes delays in approvals, confusion in responsibilities, and slow decision making. When procurement activities are not handled through a clear and well applied structure, the project timeline is affected and the risk of cost increase becomes higher.
A third challenge is the weak documentation and record control. Many decisions are made through verbal discussions or informal communication tools instead of being properly documented in the contract files. Sometimes important approvals, variation orders, or contractor claims are not recorded on time or kept in one organized place. This creates confusion when the project team changes or when a dispute happens. Without accurate and updated records, it becomes difficult to protect the company’s rights or track the real progress of the contract.
A fourth challenge is the limited use of digital systems in contract and procurement management. Some companies still depend on manual work such as printed forms, emails, or personal communication to manage approvals and variations. When information is not stored in a single digital platform, it becomes difficult to track changes, monitor deadlines, and ensure transparency. This leads to slow responses, missing documents, and weak control over project performance. Better use of technology can improve accuracy, speed, and visibility across all contract activities.
A fifth challenge is unclear roles and responsibilities during contract execution. Many employees are not fully aware of what they are accountable for or who should make each decision. This causes repeated follow ups and long waiting times before actions are taken. Contractors may also receive instructions from different departments which creates mixed messages and confusion on site. When the authority is not defined clearly, progress becomes slow and disputes become more likely. 
These problems lead to delays, higher costs, and disputes that hurt project performance. The lack of strong governance also limits learning from past projects, so the same mistakes happen again.
Because of these gaps, this study asks one main question:
How do contract governance practices affect the efficiency of real estate projects in Saudi Arabia?
The purpose of this research is to understand how good governance in contracts can improve results. The goal is to help companies build stronger systems that make their projects faster, cheaper, and more reliable.

1.3 [bookmark: _Toc225429439]Study Objectives

The main goal of this study is to understand how contract governance affects the efficiency of real estate projects in Saudi Arabia. The study focuses on how clear systems and rules can improve time, cost, and quality in project delivery.
The specific objectives are:
1. To identify how contract governance is applied in real estate development projects in Saudi Arabia.
2. To study how transparency, accountability, clear authority, compliance and risk management affect project results.
3. To suggest practical steps that can help companies build stronger governance systems.
4. To support the goals of Vision 2030 by improving the way real estate projects are managed.
In simple words, this study aims to show that when companies follow good governance practices, their projects become faster, more organized, and more successful.
1.4 [bookmark: _Toc225429440]Study Importance - Scientific & Theoretical


This study is important because it looks at a real issue that affects the success of many projects in Saudi Arabia. Real estate projects are getting larger and more complex. Each project involves many teams, departments, and decisions. When governance is not clear or not followed, projects face problems that delay progress and increase costs.
The study helps companies understand how contract governance can improve their work. It shows that when polices and procedures are clear and roles are defined, projects move faster and problems decrease. It also explains how transparency and accountability make it easier to manage changes, handle approvals, and avoid conflicts with second parties.
From an academic point of view, this study adds useful knowledge about governance in real estate projects. Many studies focused on corporate governance at a company level but fewer explained how governance affects project performance in daily work. This research fills that gap and connects the idea of governance with the reality of managing large development projects in Saudi Arabia.
The results of this study will help companies in Saudi Arabia build stronger systems that support Vision 2030 goals. Good governance leads to better decisions, fair processes, and clear communication. It also helps create trust between all parties involved in the project.
In simple words, this study matters because it gives both knowledge and practical solutions. It shows that governance is not only about control and approval but also about working smarter, saving time, and achieving better results for the company and for the country’s development plans.
1.5 [bookmark: _Toc225429441]Research Questions

This study aims to answer several main questions that help understand how contract governance affects real estate projects in Saudi Arabia. The questions are written to cover the most important areas related to awareness, performance, and improvement.
1. What is the current level of awareness and application of contract governance in real estate development projects in Saudi Arabia?
2. How do governance practices influence project cost control and schedule performance?
3. What is the relationship between transparency, accountability, and the quality of decisions made in projects?
4. What are the main barriers that make it difficult to apply governance principles in the Saudi construction industry?
5. How can companies create an integrated framework for contract governance that fits with their internal policies and daily procedures?
These questions guide the research toward understanding both the current situation and the ways to improve governance systems. They also help identify which governance elements have the most impact on project success in terms of time, cost, and quality.
1.6 [bookmark: _Toc225429442]Research Hypotheses

This study is based on the idea that good contract governance can improve the performance of real estate projects. To test this idea, the research will focus on several main and sub hypotheses.
[bookmark: _Toc225429443]1.6.1 Main Hypothesis
There is a relationship between contract governance and project efficiency in real estate development projects in Saudi Arabia. When governance is applied properly, projects perform better in time, cost, and quality.
[bookmark: _Toc225429444]1.6.2 Sub Hypotheses
1. Transparency has a positive effect on project cost and schedule performance.
2. Accountability improves the quality of decisions in project management.
3. Clear authority helps reduce disputes and confusion between departments.
4. Compliance with policies and procedures improves project efficiency and control.
5. Risk management reduces uncertainty and enhances the ability to proactively handle potential issues, thereby improving project cost and schedule performance.
These hypotheses will be tested through data collected from professionals working in real estate development companies. The results will help confirm whether strong governance practices truly lead to better performance and more successful projects.
This study uses a descriptive and analytical approach to understand how contract governance affects the efficiency of real estate development projects in Saudi Arabia. The goal is to collect real data from professionals working in the field and analyze it to find patterns and relationships between governance and project results.

1.7 [bookmark: _Toc225429445]Research Model

The research model examines the impact of governance factors (transparency, accountability, authority, compliance, and risk management) on project performance, which is measured through time, cost, scope, quality, and stakeholder satisfaction.
1.7.1 [bookmark: _Toc225429446]Independent Variable:

· Governance Factors: Transparency, Accountability, Authority, Compliance, Risk Management 
1.7.2 [bookmark: _Toc225429447]Dependent Variable:

· Project Performance, represented by the following dimensions: (Time, Cost, and Quality)

1.8 [bookmark: _Toc225429448]Study Limitations

Every study has some limits that define its scope and focus. This research also has certain boundaries to keep it clear and realistic.
[bookmark: _Toc225429449]1.8.1 Subject Limit
The study focuses only on contract governance and its impact on project efficiency. It does not cover other management areas such as marketing, finance, or design management.
[bookmark: _Toc225429450]1.8.2 Location Limit
The research is limited to real estate development projects in Saudi Arabia. The results may not fully represent other industries or countries.
[bookmark: _Toc225429451]1.8.3 Time Limit
The data will be collected during the year 2025 & 2026. Any changes in regulations or market conditions after that period are not included in this study.
[bookmark: _Toc225429452]1.8.4 Population Limit
The human boundaries of this study include professionals working within the Saudi real estate development sector. This encompasses internal employees of development companies as well as Project Management Consultants (PMCs) and lead contractors who are directly integrated into the developers' project governance frameworks. This inclusion ensures a comprehensive 360-degree perspective on how governance affects project efficiency from both an owner and a lead executor standpoint

These limits help the researcher stay focused on the main goal and ensure that the findings are accurate and relevant to the Saudi real estate sector.










1.9 Theoretical Framework

1.9.1 The Saudi Real Estate Renaissance

Saudi Arabia’s construction and real estate development sector is going through a major transformation, largely driven by the ambitions of Saudi Vision 2030. With the scale of giga-projects like NEOM, Red Sea Global, and the major urban expansion in Jeddah, projects have become far more complex and require stronger and more advanced management frameworks. In this kind of high-stakes environment, project success is no longer just about execution. It depends heavily on the strength of the governance structures that manage contractual relationships. As a result, contract governance has shifted from being seen as an administrative function to becoming a core part of strategic project management, playing a critical role in ensuring efficiency, transparency, and value delivery in an increasingly competitive market.
This transformation is marked by a shift toward sustainable and smart infrastructure, bringing new levels of technical and financial risk. The scale of investment requires a governance model that not only manages local partnerships effectively but also aligns with international investment standards, helping ensure Saudi Arabia continues to position itself as a global hub for real estate innovation.
1.9.2 Defining Contractual Governance

Contractual governance refers to the institutional arrangements, rules, and monitoring mechanisms used to guide and control how parties behave within a contractual relationship (Luo & Chen, 2024). Unlike traditional contract management, which mainly focuses on the day-to-day administration of contract clauses, contractual governance provides the broader framework that shapes how decisions are made, how information is shared, and how risks are allocated. According to Gui et al. (2025), effective governance plays a stabilizing role in complex projects, especially in Public-Private Partnerships (PPP), by helping align the different interests of owners and contractors.
1.9.2.1 Formal vs. Relational Governance

In modern construction research, it is important to distinguish between formal and relational governance. Formal governance depends on legal controls and written incentives, while relational governance, as emphasized by Shang et al. (2023), focuses more on trust, joint problem-solving, and flexibility. In the Saudi context, where long-term partnerships are critical for giga-projects, the balance between a structured formal contract and a flexible relational framework is what ultimately supports project efficiency, especially when unexpected challenges arise.
1.9.3 Dimensions of Contractual Governance

1.9.3.1 Transparency and Strategic Information Flow

Transparency means sharing project-related information openly, accurately, and proactively. As noted by the Organization for Economic Co-operation and Development (2015), transparency is a core pillar of corporate governance because it helps reduce the risk of corruption and mismanagement. In construction contracts, transparency helps ensure that both the principal, or the owner, and the agent, or the contractor, operate on equal footing. This reduces information asymmetry, where one party has more information than the other, a situation that can lead to opportunistic behavior and costly disputes.






1.9.3.2 Accountability and Performance Integrity

Accountability means every stakeholder is responsible for their performance and for meeting their contractual obligations. This is essential for maintaining the integrity of the project throughout its lifecycle. A clear accountability framework helps avoid the blame culture often seen in large-scale construction projects and ensures that issues are handled through predefined corrective actions instead of turning into lengthy litigation.

1.9.3.3 Distribution of Authority and Decision-making

Clearly defined decision-making authority is essential for operational efficiency. As Harold Kerzner (2022) highlights, project delays often happen because of administrative bottlenecks caused by unclear authority lines. In the Saudi context, streamlining authority within contracts, especially through automated workflows, helps organizations respond quickly to the fast-moving changes that are typical in giga-projects.
1.9.3.4 Compliance and Standardized Frameworks

Compliance is about following national regulations, technical requirements, and internationally recognized professional standards. In Saudi Arabia, this includes laws such as the Saudi Government Tenders and Procurement Law, as well as international standards like FIDIC. The Project Management Institute (2021) highlights that following recognized bodies of knowledge creates a common language among project participants, which improves coordination and helps reduce execution errors.
1.9.4 Comprehensive Risk Management in Contracts

Risk management is about proactively identifying, assessing, and mitigating threats that could affect project objectives.
· Risk categorization and identification involves recognizing different types of risks in the Saudi real estate sector, such as financial risks like inflation in building materials and currency fluctuations, technical risks like unforeseen site conditions or design flaws, and legal risks such as disputes over variations. Al Busaidi and Lee (2023) argue that project governance plays a moderating role by protecting project performance from these inherent risks.
· Taxonomy of construction risks helps manage risks more effectively by classifying them into internal risks, such as resource management and design-related issues, and external risks, such as market volatility and regulatory changes. In the Jeddah market, the fast pace of development often creates regulatory risk, where new building codes or environmental requirements may require immediate adjustments to contracts.
· Strategic risk allocation is another key principle of governance. It means risks should be assigned to the party best able to manage them, which helps avoid risk dumping, a practice that often leads to contractor insolvency or even project abandonment.
· The risk management process, based on standards from the Project Management Institute (2021), includes identifying risks, carrying out qualitative and quantitative analysis, planning responses such as avoidance, mitigation, transfer, or acceptance, and continuously monitoring risks through digital risk registers.
1.9.5 The Role of Digital Transformation (BIM & Automation)

Modern contractual governance is becoming increasingly dependent on technology. Yi and Nie (2024) highlight that the level of applying Building Information Modeling moderates the relationship between governance and performance. Digital tools create a “single source of truth,” where transparency and accountability are embedded into the system itself rather than relying only on manual reporting.
The use of automated contract management systems also strengthens governance by enabling real-time tracking of variation orders and payment milestones. This helps reduce human error and ensures governance procedures are followed automatically, which significantly improves administrative efficiency, as highlighted by Gui et al. (2025).
1.9.6 Theoretical Foundations

1.9.6.1 Agency Theory

The main theoretical foundation for this study is Agency Theory, developed by Michael Jensen and William Meckling (1976). This theory explains the natural conflict of interest that can exist between the owner, as the principal, and the contractor, as the agent. Contractual governance acts as the monitoring mechanism needed to reduce agency costs, which are the costs associated with making sure the contractor acts in the best interest of the project rather than pursuing their own interests.
1.9.6.2 Institutional Theory

Institutional Theory, as explained by W. Richard Scott (2014), suggests that organizations adopt governance structures to gain legitimacy. In Saudi Arabia, adopting strong contract governance can be seen as a response to the regulative and normative pressures created by the national strategic environment. Based on Scott’s three pillars (regulative, normative, and cultural-cognitive) companies align with Vision 2030 standards to be recognized as credible and professional partners in the national development agenda.


[bookmark: _GoBack]

1.9.7 Project Efficiency: Beyond the Iron Triangle

Traditionally, project efficiency was measured through the “Iron Triangle” of time, cost, and quality. However, more recent research, including work by Harold Kerzner (2022) and the Project Management Institute (2021), suggests that efficiency should also be viewed through the concept of value delivery. In this view, a project is only truly efficient when it meets the organization’s strategic needs while making the best use of resources. This study explores how contractual governance can act as a key driver in achieving this broader, multi-dimensional view of efficiency in the Saudi market.
1.9.8 Synthesis of the Theoretical Framework

The integration of Agency Theory and Institutional Theory provides a broader perspective for understanding contractual governance. While Agency Theory focuses on contract efficiency at the micro level, Institutional Theory explains the broader pressures that drive Saudi developers toward higher governance standards. Together, these theories show that governance is not simply a legal requirement, but a strategic tool for managing the complexities of Saudi Arabia’s real estate transformation and supporting sustainable project success.
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2.1 [bookmark: _Toc225429454]Literature Review

The following literature review provides a comprehensive analysis of the evolving landscape of contractual governance and its direct impact on project efficiency within the construction and real estate development sectors. Modern project management literature has increasingly emphasized that robust contractual governance is not merely a legal formality but a strategic mechanism that coordinates complex activities and aligns the diverse interests of stakeholders toward the successful delivery of project objectives. For a professional engineer operating in high-growth markets like Saudi Arabia, the value of a contract lies in its ability to provide a predictable framework for decision-making and performance monitoring while ensuring that the core pillars of efficiency—time, cost, and quality—are consistently met. From a theoretical perspective, the necessity of governance is often explained through Agency Theory and Transaction Cost Economics which suggest that in the absence of clear structures, the divergence of interests between owners and contractors can lead to significant operational friction and financial loss.
Building upon these theoretical foundations, recent research by (Luo and Chen , 2025) has explored the intricate relationship between contractual governance and project performance with a specific focus on the role of risk allocation in shaping contractor behavior. Their study, which involved an extensive analysis of data from over two hundred project managers in the Chinese construction industry, utilizes Partial Least Squares Structural Equation Modeling to demonstrate that governance does not necessarily improve performance through a direct linear path. Instead, the researchers found that governance functions as a vital behavioral regulator where the strategic allocation of risk incentivizes what is termed consummate behavior. This behavior is characterized by a contractor’s proactive cooperation and commitment to achieving the project's ultimate goals even when faced with unforeseen difficulties that are not explicitly covered in the contract text. Conversely, poorly structured governance that places an unfair burden on the contractor often triggers opportunistic actions that lead to hidden costs, quality compromises, and prolonged disputes. This highlights the importance of the current investigation into how core governance practices like transparency and authority can create a collaborative environment that discourages self-serving interests and promotes long-term project efficiency. 
Furthermore, the effectiveness of these formal governance structures is often limited if they are applied in isolation without considering the relational dynamics between project parties. (Shang et al., 2023) investigated this synergistic relationship between trust and contractual governance, demonstrating that formal mechanisms are significantly more impactful when they are supported by informal factors such as knowledge sharing and mutual trust. Their findings suggest that trust acts as the essential lubricant for the contractual machinery, allowing formal procedures and approval workflows to function more fluidly in the face of uncertainty. In the specific context of large-scale real estate developments, where coordination between multiple departments and stakeholders is required daily, the presence of relational trust reduces the need for constant, rigid enforcement and allows for more flexible and efficient problem-solving. This indicates that for the Saudi real estate sector, the successful implementation of governance depends not only on the strength of the legal document but also on the professional practices that encourage information exchange and strategic alignment across the project lifecycle. 
As the construction industry continues its rapid digital transformation, the intersection of governance and technology has become a critical area of academic and professional interest. (Yi and Nie, 2024) explored this intersection by examining how digital tools such as Building Information Modeling or BIM can amplify the effectiveness of both contractual and relational governance. Their research established that the adoption of BIM provides a transparent and real-time data environment that acts as a single source of truth for all project participants, thereby facilitating superior information sharing and more efficient decision-making processes. This digital layer allows for more precise monitoring of compliance and authority, ensuring that governance practices are backed by verifiable data rather than subjective reports. For projects currently underway in Saudi Arabia under the strategic framework of Vision 2030, this technological integration is no longer a luxury but a fundamental component of a robust governance strategy that ensures quality outcomes and minimizes the risk of schedule overruns. 

In addition to technological integration, the clarity of roles and responsibilities remains a cornerstone of effective governance especially in complex partnership models like Public-Private Partnerships or PPPs. (Gui et al., 2025) conducted a comprehensive examination of governance in PPP projects and found that well-structured frameworks play a vital role in reducing the frequency of disputes by providing a clear definition of authority and accountability. In high-stakes environments where public and private interests must be carefully balanced, robust governance ensures that the strategic momentum of the project is maintained despite the inherent complexities of the partnership. This focus on structural clarity is echoed in regional research such as the study by (Al Busaidi et al., 2023) which investigated project performance factors in Oman. Their findings provide empirical evidence from the Gulf region that formal governance policies and structured monitoring procedures directly correlate with improved cost control and schedule adherence. Their work emphasizes that effective governance enables better communication and alignment between different project teams, leading to improved overall performance and reduced operational friction. 
Building on these global and regional insights, the present research recognizes that while the theoretical benefits of governance are well-documented, there is a distinct lack of localized evidence concerning the specific impact of these principles on the Saudi real estate development sector. The unique economic landscape of the Kingdom, characterized by the development of giga-projects and a rapidly evolving regulatory framework, requires a specialized understanding of how transparency, accountability, and risk management influence project efficiency. While previous literature has focused on behavioral mediation or general project governance, this study moves a step further by investigating the direct influence of core contract governance practices on the metrics of time, cost, and quality within Saudi-based projects. By doing so, this research aims to fill a critical gap in the literature and provide actionable insights for decision-makers and contracts engineers who are tasked with delivering the ambitious infrastructure and housing targets of the nation’s current development era.
In summary, the transition from traditional, rigid contract management to a more dynamic and integrated approach to contractual governance is essential for meeting the demands of modern construction projects. The collective findings of Luo, Shang, Yi, Gui, and Al Busaidi demonstrate that governance is a multi-dimensional concept that involves behavioral regulation, relational trust, technological support, and structural clarity. As Saudi Arabia continues to redefine its urban landscape, the integration of these governance principles into the daily professional practices of the real estate sector will be the key to achieving superior efficiency and ensuring that the massive investments currently being made yield the intended strategic results. This study therefore provides a comprehensive foundation for understanding these dynamics and offers a localized perspective that is currently missing from the global academic discourse. 
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