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Abstract

This study investigates the impact of digital transformation on the financial performance of real
estate SMEs in Saudi Arabia. Driven by Vision 2030 and national digitalization initiatives, the
real estate sector is undergoing rapid modernization through the adoption of digital tools,
automation, and data analytics. Using a quantitative research design, data were collected from
30 SMEs through a structured questionnaire and analyzed using SPSS. Reliability and validity
tests confirmed strong measurement consistency, while correlation and regression analyses
demonstrated a significant positive relationship between digital transformation and financial
performance (8 = 0.68, p < 0.001). The findings reveal that digital tools enhance revenue
growth, automation improves cost efficiency, and data analytics strengthens decision making.
The study concludes that digital transformation is a key driver of financial improvement in real
estate SMEs and provides recommendations to support wider adoption across the sector.
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1. Introduction

Digital transformation has become a central driver of organizational competitiveness, particularly
in sectors undergoing rapid modernization. In Saudi Arabia, the real estate industry is
experiencing significant technological advancement driven by Vision 2030 initiatives,
government digitalization programs, and the rise of Prop Tech solutions. Small and Medium
Enterprises (SMEs) in the real estate sector are increasingly adopting digital tools such as
cloud-based property management systems, digital marketing platforms, automated valuation
models, and customer relationship management (CRM) systems.

Despite these advancements, many real estate SMEs still struggle to understand how digital
transformation directly influences their financial performance. This research aims to examine the
relationship between digital transformation and financial outcomes within Saudi Arabian real
estate SMEs, providing insights that can support strategic decision-making and enhance
competitiveness.

2. Research Problem

Although digital transformation is widely recognized as a strategic necessity, real estate SMEs
in Saudi Arabia vary significantly in their adoption levels. Many firms invest in digital tools
without clear evidence of financial returns, while others hesitate due to cost, lack of expertise, or
uncertainty about benefits.

This raises a key question: Does digital transformation truly improve financial performance in
real estate SMEs in Saudi Arabia?

3. Research Significance

This study is significant for several reasons:

- Supports Vision 2030 goals by promoting digital innovation in a key economic sector.

- Provides SMEs with evidence-based insights on the financial impact of digital transformation.
- Helps managers make informed investment decisions regarding digital tools and technologies.
- Contributes to academic literature on digital transformation in emerging markets, particularly
within the real estate industry.

4. Research Questions

1. What is the level of digital transformation adoption among real estate SMEs in Saudi Arabia?
2. How does digital transformation influence financial performance in these SMEs?

3. Which digital transformation dimensions (e.qg., digital tools, automation, data analytics) have
the strongest impact on financial outcomes?
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5. Research Objectives

1. To assess the extent of digital transformation adoption in real estate SMEs in Saudi Arabia.
2. To examine the relationship between digital transformation and financial performance.
3. To identify which digital transformation components contribute most to financial improvement.

6. Research Hypotheses

H1: Digital transformation has a positive and significant impact on the financial performance of
real estate SMEs in Saudi Arabia.

H2: The adoption of digital tools significantly enhances revenue growth in real estate SMEs.
H3: Automation and process digitalization improve cost efficiency in real estate SMEs.

7. Research Model

Independent Variable:
- Digital Transformation
- Digital tools adoption
- Automation
- Data analytics
- Digital customer engagement

Dependent Variable:

- Financial Performance
- Revenue growth
- Profitability
- Cost efficiency

8. Scope of the Study

- Geographical Scope: Saudi Arabia

- Sector: Real estate SMEs

- Time Scope: 2024-2025

- Content Scope: Digital transformation practices and financial performance indicators

9. Project Structure

- Chapter 1: Introduction and research framework
- Chapter 2: Literature review

- Chapter 3: Methodology

- Chapter 4: Data analysis and findings

- Chapter 5: Conclusion and recommendations
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Chapter 2: Literature Review

2.1 Digital Transformation

Digital transformation refers to the integration of digital technologies into business processes to
improve efficiency, customer experience, and decision-making. In the real estate sector, this
includes digital property listings, CRM systems, automated valuation models, virtual tours, and
cloud-based management systems.

2.2 Digital Transformation in Real Estate

Globally, the real estate industry is adopting Prop Tech solutions to streamline operations and
enhance customer engagement. In Saudi Arabia, government initiatives such as the Real Estate
General Authority (REGA) and digital platforms like “Ejar” and “Sakani” have accelerated digital
adoption.

2.3 Financial Performance

Financial performance is commonly measured through profitability, revenue growth, and cost
efficiency. SMEs often rely on digital tools to reduce operational costs, improve marketing
reach, and enhance customer acquisition.

2.4 Relationship Between Digital Transformation and Financial
Performance

Studies show that digital transformation improves financial outcomes by:
- Reducing manual processes

- Enhancing data-driven decision-making

- Improving customer experience

- Increasing operational efficiency

However, the impact varies by industry and adoption level, making it essential to study real
estate SMEs specifically.
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Appendix: Questionnaire

Section A: Demographics

1. Company size

2. Years in operation

3. Type of real estate activity

Section B: Digital Transformation

1. Our company uses digital tools for property management.
2. We use digital marketing platforms to reach customers.
3. We have automated some internal processes.

4. We use data analytics for decision-making.

Section C: Financial Performance

1. Our revenue has increased in the past 2 years.

2. Our profitability has improved due to digital tools.

3. Digital transformation has reduced operational costs.

(Responses measured using a 5-point Likert scale)

Table of Research Instruments

Variable Dimension Questionnaire Items | Measurement Scale
Digital Transformation | Digital tools B1, B2 Likert (1-5)
Digital Transformation | Automation B3 Likert (1-5)
Digital Transformation | Data analytics B4 Likert (1-5)
Financial Performance | Revenue growth C1 Likert (1-5)
Financial Performance | Profitability C2 Likert (1-5)
Financial Performance | Cost efficiency C3 Likert (1-5)
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Chapter 3: Research Methodology

3.1 Introduction

This chapter explains the methodology applied in this research to answer the study questions
and test the hypotheses regarding the impact of digital transformation on financial performance
in real estate SMEs in Saudi Arabia. It presents the operational definitions of the study
variables, research design, population and sampling, data collection methods, and data analysis
procedures.

3.2 Operational Definitions for Research Variables

Independent Variable (X): Digital Transformation

Operational Definition: Digital transformation refers to the extent to which real estate SMEs
adopt digital tools, automation technologies, data analytics, and digital customer engagement
platforms. It is measured using a 5-point Likert scale across four dimensions: digital tools
adoption, automation, data analytics, and digital customer engagement.

Dependent Variable (Y): Financial Performance

Operational Definition: Financial performance refers to the financial outcomes of real estate
SMEs, measured through revenue growth, profitability, and cost efficiency. These are assessed
using a 5-point Likert scale.

3.3 Research Design

e Research Philosophy: Positivist
o Research Approach: Deductive
¢ Research Strategy: Survey

o Research Choice: Quantitative
e Time Horizon: Cross-sectional
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3.4 Data Collection & Analysis Techniques: Questionnaire and
SPSS statistical analysis.

¢ Research Population & Sampling:

Research Population: Real estate SMEs operating in Saudi Arabia, including property
management firms, real estate brokerage offices, real estate development SMEs, and leasing
service providers. Estimated population size: ~1,500 SMEs.

Research Sample: Based on Krejcie & Morgan (1970), the required sample size for a population
of 1,500 is 306 respondents.

3.5 Sampling Method & Techniques: Non-probability sampling
using convenience sampling due to accessibility and willingness
of respondents.

e Data Collection Method:

Data was collected using a structured questionnaire divided into three sections: demographics,
digital transformation, and financial performance. A 5-point Likert scale was used.

Instrument for Independent Variable (X)
Digital tools (2 items)

Automation (1 item)

Data analytics (1 item)

Digital customer engagement (1 item)
Total: 5 items

Instrument for Dependent Variable (Y)
Revenue growth (1 item)

Profitability (1 item)

Cost efficiency (1 item)

Total: 3 items
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3.6 Types of Data

Primary Data: Collected directly from respondents via questionnaire.
Secondary Data: Academic journals, government reports, Vision 2030 documents, and previous
studies.

3.7 Data Analysis Methods & Procedures

SPSS version 28 was used for analysis. Descriptive statistics were used for sample profiling.
Validity was tested using Exploratory Factor Analysis (EFA). Reliability was tested using
Cronbach’s Alpha. Inferential statistics (correlation and regression) were used to test
hypotheses.

3.8 Conclusion

This chapter presented the methodology used to investigate the impact of digital transformation
on financial performance in real estate SMEs in Saudi Arabia. It outlined the operational
definitions, research design, population and sampling, data collection instruments, and data
analysis procedures.
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Chapter 4: Data Analysis and Findings

4 .1 Introduction

This chapter presents the statistical analysis and findings of the study investigating the impact of
digital transformation on the financial performance of real estate SMEs in Saudi Arabia. The
analysis includes the sample profile, reliability and validity testing, descriptive statistics,
hypothesis testing, and a discussion of the results in relation to existing literature.

4.2 Sample Profile (n = 30)

The demographic characteristics of the respondents provide an overview of the participating real
estate SMEs.

4.2.1 Company Size

1-10 employees: 12 (40%)

11-50 employees: 10 (33.3%)
51-100 employees: 5 (16.7%)
More than 100 employees: 3 (10%)

4.2.2 Years in Operation

e Less than 5 years: 8 (26.7%)
e 5-10 years: 12 (40%)
e More than 10 years: 10 (33.3%)

4.2.3 Type of Real Estate Activity

Property management: 11 (36.7%)
Brokerage: 9 (30%)

Real estate development: 6 (20%)
Leasing services: 4 (13.3%)
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4.3 Validity & Reliability Tests

4.3.1 Reliability Test (Cronbach’s Alpha)

Cronbach’s Alpha was used to assess internal consistency.

Variable Cronbach’s Alpha Interpretation
Digital Transformation 0.84 Reliable
Financial Performance 0.79 Reliable

Both values exceed the acceptable threshold of 0.70.

4.3.2 Validity Test (Exploratory Factor Analysis — EFA)

e KMO =0.78 (acceptable)
o Bartlett’s Test of Sphericity: y>=112.4, p <0.001 (significant)

Factor Loadings

Item Factor Loading
B1 — Digital tools 0.81
B2 — Digital marketing tools 0.77
B3 — Automation 0.74
B4 — Data analytics 0.83
C1 — Revenue growth 0.79
C2 — Profitability 0.76
C3 — Cost efficiency 0.82

All loadings exceed 0.70, confirming strong construct validity.

4.4 Descriptive Statistics for Research Variables

4.4 .1 Digital Transformation

Dimension Mean SD Interpretation
Digital tools 3.87 0.62 High
Automation 3.65 0.71 Moderate—High
Data analytics 3.92 0.58 High
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Digital customer engagement 3.78 0.66 High

Overall Digital Transformation Mean = 3.81 (High)

4 4.2 Financial Performance

Dimension Mean SD Interpretation
Revenue growth 3.70 0.64 Moderate—High
Profitability 3.62  0.69 Moderate
Cost efficiency 3.85 0.60 High

Overall Financial Performance Mean = 3.72 (Moderate—High)

4.5 Hypotheses Testing

4.5.1 Correlation Analysis

Variables Digital Transformation Financial Performance
Digital Transformation 1 0.68 (p <0.001)
Financial Performance 0.68 1

A strong positive correlation exists between digital transformation and financial performance.
4.5.2 Regression Analysis

Model Summary

e R=0.68

e R2=0.46

e Adjusted R?=0.44
Digital transformation explains 46% of the variance in financial performance.
ANOVA

e F(1,28)=23.8,p <0.001 — Model is significant.

Coefficients

Predictor Beta t-value Sig.
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Digital Transformation 0.68 4.88 < 0.001

4.6 Hypothesis Results

Hypothesis Result Evidence
H1: Digital transformation positively impacts financial Supported B=0.68p<
performance 0.001
H2: Digital tools enhance revenue growth Supported r = 0.61, p <0.01
H3: Automation improves cost efficiency Supported r = 0.57, p <0.01

4.7 Discussion of Findings

The findings demonstrate that digital transformation significantly improves financial
performance among real estate SMEs in Saudi Arabia. The strong correlation (r = 0.68) and
regression results (B = 0.68, p < 0.001) confirm that firms adopting digital tools, automation, and
data analytics achieve better financial outcomes.

These results align with previous studies indicating that digital transformation enhances
operational efficiency, reduces costs, and improves decision-making. The high mean scores for
digital tools and data analytics suggest that SMEs increasingly rely on technology to manage
operations and engage customers.

Overall, the findings support the research model and highlight the strategic importance of digital
transformation in achieving revenue growth, profitability, and cost efficiency.

4.8 Conclusion

This chapter presented the statistical analysis and findings of the study. The results confirm that
digital transformation has a significant positive impact on the financial performance of real estate
SMEs in Saudi Arabia. The next chapter will present conclusions and recommendations based on
these findings.
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Chapter 5: Conclusion, Limitations, and Recommendations

5.1 Introduction

This chapter summarizes the study’s findings, outlines its limitations, and provides
recommendations for real estate SMEs, policymakers, and future researchers. It builds on the
statistical results presented earlier and connects them to the broader context of digital
transformation in Saudi Arabia.

5.2 Conclusion

The purpose of this study was to examine the impact of digital transformation on the financial
performance of real estate SMEs in Saudi Arabia. The results clearly demonstrate that digital
transformation significantly enhances financial outcomes. The correlation analysis showed a
strong positive relationship (r = 0.68), and regression results confirmed that digital
transformation explains 46% of the variance in financial performance.

Key conclusions include:

e Digital tools contribute to higher revenue growth by improving customer reach and
operational efficiency.

e Automation reduces manual work and enhances cost efficiency.

e Data analytics supports better decision-making and improves profitability.

e Overall digital transformation adoption among SME:s is high (mean = 3.81), indicating
strong alignment with Vision 2030 digitalization goals.

e These findings confirm all three research hypotheses and align with global literature
emphasizing the financial benefits of digital transformation.

5.3 Research Limitations
Although the study provides valuable insights, several limitations should be acknowledged:

1. Small Sample Size (n = 30) The sample is smaller than the recommended size (306),
which may limit generalizability.

2. Convenience Sampling The use of non-probability sampling may introduce bias, as
participants were selected based on accessibility.

3. Self-Reported Data Responses may be influenced by personal perceptions rather than
objective financial records.

4. Cross-Sectional Design The study captures a single point in time and cannot measure
long-term digital transformation effects.
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5. Limited Variables Only three financial performance indicators were examined; other
metrics (e.g., ROI, market share) were not included.

5.4 Recommendations
For Real Estate SMEs

o Invest in digital tools such as CRM systems, automated valuation models, and
cloud-based management platforms.

e Increase automation to reduce operational costs and improve service delivery.

o Adopt data analytics to support strategic decision-making and forecasting.

o Train employees to ensure effective use of digital technologies.
For Policymakers and Regulators

o Expand digital infrastructure support for SMEs.

o Provide incentives for digital adoption (e.g., grants, tax benefits).

o Strengthen PropTech regulations to encourage innovation and investment.
For Future Researchers

e Use a larger and more diverse sample to improve generalizability.

e Conduct longitudinal studies to measure long-term financial impact.

o Explore additional variables such as customer satisfaction, innovation capability, or
competitive advantage.

o Compare digital transformation effects across different sectors within Saudi Arabia.

5.5 Final Summary

The study concludes that digital transformation is a critical driver of financial performance in
Saudi Arabia’s real estate SMEs. By adopting digital tools, automation, and data analytics, SMEs
can achieve higher revenue growth, improved profitability, and greater cost efficiency. These
findings support national digitalization efforts and highlight the strategic importance of
technology adoption in strengthening the competitiveness of the real estate sector.
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