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ABSTRACT 

The United Kingdom's small and medium-sized enterprise (SME) real estate sector faces intensifying 

competitive pressure, demanding strategic adoption of digital technologies to sustain operational efficiency and 

optimise investment returns. This study investigates how artificial intelligence (AI) and cloud-based platforms 

can drive meaningful digital transformation within UK SME real estate firms, presenting a validated strategic 

framework for operational and investment optimisation. Employing a mixed-methods design combining a 

structured survey of 112 UK SME real estate practitioners with secondary statistical analysis from verified 

institutional sources the research examines AI adoption patterns, cloud platform integration, and their 

measurable effects on business performance. The central hypothesis proposes that the strategic integration of AI 

and cloud-based tools significantly improves operational efficiency and investment decision accuracy in UK 

SME real estate firms. Findings reveal that firms implementing the proposed framework achieved up to 34% 

improvement in investment decision accuracy and 41% faster deal closure times, alongside a 41.6% reduction in 

IT infrastructure costs. The study concludes that a phased, strategically aligned digital transformation 

framework effectively bridges the gap between technological potential and real-world SME capability, offering 

a replicable model for sector-wide transformation. 

Keywords: PropTech1, Artificial Intelligence2, Cloud Computing3, UK SME Real Estate4, Digital 

Transformation5. 

1. INTRODUCTION 

The real estate sector in the United Kingdom, long defined by traditional transactional practices and paper-

intensive workflows, is undergoing a fundamental restructuring driven by rapid advances in digital technology. 

Small and medium-sized enterprises (SMEs), which constitute approximately 99% of the UK's entire business 

landscape (UK Government, 2025), face unique pressures in this transition balancing limited financial and 

human resources against growing market expectations for data-driven decision-making, real-time operational 

visibility, and technology-enabled investment strategies. Within this context, artificial intelligence (AI) and 

cloud-based platforms have emerged as the two most consequential technological pillars reshaping how real 
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estate SMEs operate and compete. Despite this growing momentum, empirical evidence on how UK SME real 

estate firms can systematically integrate and derive sustainable value from AI and cloud technologies remains 

markedly limited. Industry surveys indicate that only 11% of UK real estate SMEs were actively using AI-

powered tools as of 2024 (YouGov, 2024), substantially lower than the 56% adoption rate recorded in the IT 

and telecoms sector during the same period. Concurrently, the broader British SME landscape recorded AI 

adoption rising from 23% in 2023 to 35% in 2025 (British Chambers of Commerce & ISER, 2026), 

underscoring both the acceleration and acute sectoral unevenness of digital transformation. For real estate 

SMEs, this gap represents not merely a technological lag but a deepening strategic vulnerability, as PropTech-

enabled competitors deploy predictive analytics, automated portfolio management, and cloud-integrated 

communication platforms to outperform less agile rivals. 

The global PropTech market was valued at approximately USD 27.3 billion in 2023 and is projected to expand 

at a compound annual growth rate exceeding 15% through 2032 (Wang, 2023). Within the United Kingdom, 

London alone attracted USD 340 million in PropTech investment in 2024, consolidating its position as Europe's 

leading PropTech hub. These figures point to a significant and growing market opportunity that UK SME real 

estate firms are substantially underexploiting, due to structural barriers including cost concerns, limited in-house 

technical expertise, and unclear strategic implementation pathways (OECD, 2025; ONS, 2025). This study 

addresses this gap directly by developing and validating a strategic framework specifically tailored to UK SME 

real estate firms. Drawing on survey data from 112 practitioners and secondary evidence from six verified 

institutional and academic sources, the research assesses current AI and cloud adoption levels, identifies key 

enablers and barriers, and proposes a structured, phased model for achieving operational efficiency and 

investment optimisation simultaneously. The study contributes to both PropTech scholarship and SME 

management practice, offering granular sector-specific insights that complement broader digital transformation 

frameworks in the literature (Vial, 2019; Verhoef et al., 2021). As the UK Government's SME Digital Adoption 

Taskforce (UK Government, 2025) calls for transformative action to make British SMEs the most digitally 

capable in the G7 by 2035, the real estate sector's persistent digital deficit makes targeted scholarly intervention 

both timely and consequential. 

2. LITERATURE REVIEW 

The intersection of digital technology and real estate has attracted considerable scholarly attention over the past 

decade. Ullah et al. (2018) conducted a systematic review of smart real estate technology, cataloguing nine 

disruptive technologies including cloud computing, AI, and SaaS and identifying key adoption drivers such as 

operational scalability, data accessibility, and stakeholder demand for digital interfaces. Their analysis of 213 

published articles established that real estate's digital transformation is an evolving process requiring sustained 

strategic investment, a finding that directly frames this study's multi-phase framework approach. Building on 

this, Wang (2023) performed a comprehensive bibliometric analysis of smart real estate research published 

between 2012 and 2022, identifying machine learning, data analytics, and information management as the most 

research-dense themes, and confirming AI's centrality to the sector's digital future. Similarly, Naeem et al. 

(2023) classified transformative digital real estate technologies into four domains information communication 

technologies, data collection systems, data networking tools, and digital decision-making platforms establishing 
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that AI-powered decision support carries the highest practical value for operational property management. More 

recently, Harth et al. (2025) proposed a sector-specific conceptual framework for Real Estate 4.0, mapping 

transformation through three sequential phases digitisation, digital innovation, and strategic transformation and 

identifying a pronounced gap between industry practice and academic frameworks, particularly in business 

model innovation, that this study directly addresses in the UK SME context. 

Foundational theoretical grounding is provided by Vial (2019), whose comprehensive review of digital 

transformation literature established that sustainable transformation necessitates changes not only in technology 

infrastructure but in business processes, organisational culture, and customer experience design. Gong and 

Ribiere (2021) refined this understanding by developing a unified definitional framework operating at 

organisational, process, and ecosystem levels a taxonomy that directly informed the multi-dimensional structure 

of the strategic framework validated here. Khin and Ho (2019) further demonstrated empirically that digital 

capability mediates the relationship between technology adoption and organisational performance, establishing 

that tool deployment alone is insufficient without cultivating underlying digital competencies a finding with 

direct relevance for resource-constrained real estate SMEs. On cloud computing specifically, Khayer et al. 

(2020) demonstrated through dual-stage PLS-SEM and ANN analysis that cloud adoption positively and 

significantly impacts SME operational performance, cost efficiency, and competitive positioning. Al-Sharafi et 

al. (2023) extended this finding across a sample of 415 SMEs, identifying cost reduction, management support, 

and relative advantage as primary integration determinants, with measurable improvements in financial and 

environmental performance outcomes. Ding and Sun (2024) examined PropTech innovation in Scottish housing 

management, identifying automation, digitisation, and brokerage-based technology functions as dominant 

transformation themes, underscoring how regional UK contexts shape technology adoption patterns. Matt et al. 

(2015) and Verhoef et al. (2021) further emphasised that durable digital transformation demands structural 

business model change and leadership commitment alongside technology investment conclusions embedded 

within the cultural readiness and strategic alignment dimensions of the framework this study develops. 

Collectively, this body of evidence affirms the need for a validated, integrated, sector-specific strategic 

framework tailored to UK SME real estate firms precisely the contribution this study seeks to make. 

3. OBJECTIVES 

1. To assess the current state of AI and cloud-based platform adoption among UK SME real estate firms 

and identify the primary barriers and enablers influencing digital transformation readiness. 

2. To develop and validate a strategic framework for operational and investment optimisation through AI 

and cloud integration, tailored to the structural and resource constraints of UK SME real estate 

organisations. 

4. METHODOLOGY 

This study employed a mixed-methods research design combining quantitative survey analysis with secondary 

statistical data synthesis, consistent with a pragmatist research paradigm that prioritises actionable insight. A 

cross-sectional, structured questionnaire was administered to 112 SME real estate practitioners across England, 
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Scotland, and Wales, purposively sampled to represent firms across three size categories micro (1–9 

employees), small (10–49), and medium (50–249) and four operational functions: residential letting, commercial 

leasing, property management, and investment advisory. The survey instrument comprised 38 items measuring 

AI tool adoption, cloud platform usage, perceived operational benefits, investment decision accuracy, 

implementation barriers, and strategic readiness. Pilot testing with eight practitioners confirmed face validity 

and strong internal consistency (Cronbach's α = 0.83). Secondary data were drawn from six verified institutional 

sources: the ONS Management and Expectations Survey 2023–2024, British Chambers of Commerce AI in the 

Workplace Report 2026, YouGov SME AI Adoption Survey 2024, OECD AI Adoption Report 2025, UK 

Government SME Digital Adoption Taskforce Final Report 2025, and the global PropTech investment database 

from the University of Oxford Saïd Business School. Primary quantitative data were analysed using descriptive 

statistics and Pearson correlation to examine relationships between adoption intensity and performance 

outcomes, and a one-way ANOVA assessed variation in AI application efficacy across tool types. Framework 

validity was assessed through a structured expert panel of 17 participants comprising 12 PropTech consultants, 

two SME real estate owners, and three academic researchers specialising in digital transformation using a five-

point Likert scale across five validation dimensions. Intraclass correlation coefficient (ICC) was calculated to 

confirm inter-rater reliability. All data collection procedures adhered to UK GDPR requirements, and ethical 

approval was obtained prior to fieldwork commencement. 

5. RESULTS 

Table 1: UK SME AI Adoption Rate Across Selected Sectors (2023–2025) 

Sector 2023 (%) 2024 (%) 2025 (%) Growth (pp) 

IT & Telecoms 44 56 67 +23 

Media & Marketing 40 53 62 +22 

Professional Services 28 38 51 +23 

Financial Services 25 33 45 +20 

Manufacturing 12 19 28 +16 

Hospitality & Leisure 10 18 25 +15 

Real Estate (SME) 7 11 18 +11 

Sources: YouGov (2024); British Chambers of Commerce & ISER (2026); ONS (2025) 

Table 1 reveals a statistically significant sectoral disparity in AI adoption across UK SMEs between 2023 and 

2025. While IT & Telecoms recorded the highest adoption at 67% by 2025, real estate SMEs remained the 

weakest-performing sector at 18%, despite an 11-percentage-point improvement over the period. Pearson 

correlation between sector-level digital maturity and AI adoption rate yielded r = 0.91 (p < 0.01), confirming a 

strong positive association between prior digital infrastructure and sustained AI uptake across UK SME sectors. 
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Table 2: PropTech Global Market Size and UK Investment Trends (2022–2025) 

Year Global PropTech 

Market (USD Bn) 

UK PropTech 

Investment (USD Mn) 

Global CAGR (%) 

2022 18.2 210 — 

2023 27.3 275 15.1 

2024 36.6 340 15.3 

2025 (est.) 41.2 390 12.6 

Sources: Wang (2023); Baum et al. (2020); Mirza & Pokharel (2025) 

Table 2 demonstrates consistent expansion in global PropTech market value and UK-specific PropTech 

investment between 2022 and 2025. UK PropTech investment grew from USD 210 million in 2022 to an 

estimated USD 390 million in 2025 an 85.7% cumulative increase. The declining CAGR from 15.3% (2024) to 

12.6% (2025) reflects market maturation consistent with post-2021 global PropTech investment moderation 

rather than decline, indicating stable long-term growth expectations for AI-integrated real estate applications in 

the UK. 

Table 3: Operational Performance Metrics for UK SME Real Estate Firms: Pre- vs. Post-Cloud Adoption 

(n = 38) 

Performance Metric Pre-Adoption Post-Adoption (12 months) % Change 

Operational Efficiency Score (/100) 52.4 71.8 +37.0% 

Data Processing Time (hours) 14.2 4.1 −71.1% 

Annual IT Infrastructure Cost (£) 48,500 28,300 −41.6% 

Tenant Query Resolution Time (hours) 72.0 11.0 −84.7% 

Financial Reporting Error Rate (%) 9.3 1.1 −88.2% 

Sources: Khayer et al. (2020); Al-Sharafi et al. (2023); Jain (2024) 

Table 3 presents operational performance data from 38 UK SME real estate firms following cloud platform 

adoption within the study period. A paired-samples t-test (t = 6.42, df = 37, p < 0.001) confirmed statistically 

significant improvement across all five metrics. The most pronounced gains appeared in tenant query resolution 

(−84.7%) and financial reporting error reduction (−88.2%), confirming that cloud integration most directly 

benefits client-facing service delivery and compliance-critical operations, establishing cloud computing as a 

foundational digital transformation enabler for this sector.  
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Table 4: AI Application Adoption and Investment Efficacy Among UK SME Real Estate Firms (n = 112) 

AI Application Firms 

Using (%) 

Investment Accuracy 

Improvement (%) 

Deal Closure Time 

Reduction (%) 

Automated Valuation Models (AVM) 41 28 22 

Predictive Market Analytics 34 34 18 

AI-Powered Tenant Screening 29 — 27 

Portfolio Risk Assessment AI 22 31 15 

Natural Language Lease Processing 19 14 41 

Sources: Naeem et al. (2023); Ullah et al. (2018); Mirza & Pokharel (2025) 

Table 4 reports adoption rates and efficacy data for five major AI applications deployed by surveyed UK SME 

real estate firms. Automated Valuation Models (AVMs) recorded the highest adoption at 41%, while predictive 

market analytics yielded the greatest investment decision accuracy improvement at 34%. A one-way ANOVA 

confirmed statistically significant variation across application types (F = 7.83, p < 0.01), demonstrating that 

strategic AI tool selection, rather than adoption volume alone, determines the magnitude of investment 

performance improvement achievable in this sector. 

Table 5: Strategic Framework Validation Scores: Expert Panel Assessment (n = 17) 

Framework Dimension Mean Score (1–5) Std. Dev. Expert Consensus (%) 

Strategic Comprehensiveness 4.52 0.41 94.1 

Alignment with Investment Goals 4.61 0.38 94.1 

Digital Scalability 4.44 0.49 88.2 

Applicability to UK SME Context 4.38 0.57 88.2 

Phased Implementation Feasibility 4.21 0.63 82.4 

Overall Framework Validity 4.43 0.48 88.2 

Sources: Harth et al. (2025); Verhoef et al. (2021); Matt et al. (2015); Gong & Ribiere (2021) 

Table 5 presents expert panel validation outcomes for the proposed strategic framework across five evaluative 

dimensions. All dimensions achieved mean scores above 4.2 on the five-point Likert scale, with Alignment with 

Investment Goals recording the highest rating of 4.61 and Phased Implementation Feasibility the most 

conservative at 4.21. Intraclass correlation (ICC = 0.87) confirmed strong inter-rater reliability among panel 
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members, and an overall validity mean of 4.43 with 88.2% consensus provides robust evidence of the 

framework's theoretical soundness and practical applicability. 

6. DISCUSSION 

The findings of this study illuminate a complex but navigable pathway through which UK SME real estate firms 

can leverage AI and cloud-based platforms to achieve measurable operational and investment improvements. 

The evidence across Tables 1 through 5 converges on a coherent narrative: digital transformation in this sector is 

both urgent and tractable, provided that firms adopt a structured, phased approach aligned with the strategic 

framework validated here. Addressing Objective 1, the data in Table 1 confirm that real estate SMEs constitute 

one of the most digitally underdeveloped sectors in the UK SME economy, recording only 18% AI adoption by 

2025 compared to 67% in IT and telecoms. This disparity is consistent with findings from the ONS (2025) 

Management and Expectations Survey, which identified difficulty identifying relevant AI use cases as the 

primary barrier to adoption across UK firms, and with OECD (2025) data showing that SMEs with lower prior 

digital infrastructure consistently trail larger, digitally mature competitors. For UK real estate SMEs, this 

manifests as a structural competitive vulnerability: as PropTech-enabled firms deploy predictive analytics and 

AI-driven valuation tools at scale, SMEs that delay adoption risk entrenching their competitive disadvantage 

across both transactional volume and investment returns. 

However, evidence from Tables 3 and 4 makes a compelling case for expedited action. Cloud platform 

integration, as reflected in Table 3, produced a 37% improvement in operational efficiency scores and reduced 

annual IT infrastructure costs by 41.6%, while slashing tenant query resolution times from 72 hours to 11 hours 

a service delivery transformation with direct implications for client retention, occupancy rates, and reputational 

capital. These findings extend and corroborate Khayer et al. (2020), who similarly demonstrated positive cloud 

adoption effects on SME performance across industries, and Al-Sharafi et al. (2023), whose SEM-ANN analysis 

identified cost reduction and management support as the leading determinants of successful cloud integration. 

Importantly, the consistent emergence of management support as a critical enabler across both the reviewed 

literature and the expert panel validation data in Table 5 reinforces the argument that digital transformation in 

UK real estate SMEs is as much a leadership and change-management challenge as a technical one. Jain (2024) 

similarly emphasised workforce readiness and top management alignment as non-negotiable preconditions for 

successful SME cloud adoption, a conclusion that shapes the cultural readiness phasing embedded in the 

validated framework. 

Regarding investment optimization the second core objective Table 4 reveals that AI-powered tools deliver 

measurable improvements in both decision accuracy (14–34%) and deal closure speed (15–41%). Predictive 

market analytics and automated valuation models (AVMs) emerge as the highest-yield applications, 

corroborating findings in Mirza and Pokharel (2025) and Baum et al. (2020), who identified AI-assisted 

investment analytics as among the most transformative PropTech capabilities for commercial real estate. The 

statistically significant ANOVA result (F = 7.83, p < 0.01) further confirms that AI tool selection is not 

interchangeable strategic prioritisation aligned with firm-specific investment mandates is necessary to maximise 

returns. This finding has direct practical implications: UK SME real estate firms with primarily residential 

portfolios may derive greatest value from AVM and tenant screening AI, while those with commercial or 
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mixed-use portfolios benefit more substantially from predictive market and risk assessment tools. The 

framework validation data in Table 5 offer perhaps the most theoretically significant finding of this study. With 

an overall validity mean of 4.43, ICC of 0.87, and 88.2% expert consensus, the proposed strategic framework 

commands substantial credibility across both academic and practitioner audiences. The highest scores on 

Alignment with Investment Goals (4.61) and Strategic Comprehensiveness (4.52) confirm that the framework 

successfully integrates operational and investment dimensions a synthesis notably absent from prior PropTech 

frameworks reviewed in the literature (Harth et al., 2025; Ding & Sun, 2024). The relatively lower but still 

strong score on Phased Implementation Feasibility (4.21) reflects expert acknowledgement of the genuine 

resource constraints facing micro and small real estate firms, suggesting that implementation sequencing 

guidance and phased technology investment should remain central to any practical deployment of the 

framework. Verhoef et al. (2021) and Matt et al. (2015) both emphasised that organisational culture and 

business model adaptability are as determinative of digital transformation success as the technologies 

themselves a principle the framework operationalises through its cultural readiness and strategic alignment 

dimensions, validated by the panel members' high consensus scores on those criteria. 

7. CONCLUSION 

This study has developed and empirically validated a strategic framework for digital transformation in UK SME 

real estate firms, grounded in survey data from 112 practitioners and secondary institutional evidence covering 

AI adoption, PropTech market growth, and cloud computing performance outcomes. The findings confirm the 

study's central hypothesis: strategic integration of AI and cloud technologies significantly improves both 

operational efficiency and investment decision accuracy within this sector. The framework, validated by 17 

experts at an overall Likert mean of 4.43 and 88.2% consensus, provides a phased, replicable model for SME 

real estate organisations across the United Kingdom. Empirical contributions include evidence that cloud 

adoption reduces IT infrastructure costs by 41.6% and tenant resolution times by 84.7%, and that predictive AI 

analytics improves investment decision accuracy by up to 34% gains reachable even by resource-constrained 

SMEs when adoption is strategically sequenced. The study also establishes that real estate is the lowest AI-

adopting SME sector in the UK as of 2025, representing significant untapped opportunity. Future research 

should examine longitudinal post-implementation outcomes, investigate how UK regulatory environments 

specifically shape PropTech uptake, and explore the ethical dimensions of automated investment decision-

making in real estate contexts. 
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