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Algorithmic Contracts Based on Programming Code and Their Distinction from Electronic Contracts and Smart
Contracts in Commercial Transactions: A Comparative Analytical Study in Light of the Saudi Electronic

Transactions Law and International Legislation.
Yousra Jaber AL Thubyani
Master Student
Private Law Department

Faculty of Law, King Abdulaziz University
Abstract:
This study aimed to define the nature of algorithmic contracts based on source code in light of the Saudi Electronic Transactions Law,
through a comparative analytical study of international legal frameworks, particularly the UNCITRAL work on automated contracting
issued in 2024. The study adopted a comparative analytical methodology. It began by clarifying the concept of algorithmic contracts,
identifying their characteristics and typological classifications, and examining the extent of algorithmic involve ment in the stages of
the contractual process, while distinguishing them from both electronic contracts and smart contracts, as well as analyzing the role of
algorithms in contract formation and performance without direct human intervention.
The study reached several findings, the most important of which is the existence of a regulatory gap in the Saudi Electronic
Transactions Law regarding the recognition of algorithmic contracts. It further defined the algorithmic contract as an agreement in
which the processes of formation, negotiation, and performance of obligations are delegated to pre-programmed software algorithms
acting as a technical agent on behalf of the parties within an automated system, managing the contractual process according to pre-
coded rules without direct human intervention at different stages of contracting.
The study also found that an electronic contract relies on a digital intermediary for formation, notification, or execution, while
preserving human will throughout all stages of formation, where the intermediary merely transmits offer and acceptance without
affecting the contract’s content. A smart contract, on the other hand, is based on blockchain technology, with terms written in
programming languages such as Solidity, and executes automatically upon the fulfillment of predefined conditions, focusing solely
on automation of execution without contributing to the formation of intent.
In contrast, the algorithmic contract is characterized by a broader scope of algorithmic intervention, extending beyond execution to
the formation stage itself through proposing or modifying contractual terms, based on artificial intelligence and machine learning
technologies with varying degrees of autonomy, without being tied to a specific technological infrastructure such as blockchain
networks. The study concludes that the relationship between smart contracts and algorithmic contracts is one of generality and
specificity: every smart contract is an algorithmic contract, while not every algorithmic contract is a smart contract.
The study recommended that the Saudi regulator establish a dedicated legal framework for algorithmic contracts within electronic
transactions regulations, including a precise definition that reflects their technical and legal nature. It also recommended issuing a
regulatory framework for the liability of algorithmic systems and automated decisions, requiring companies relying on algorithms in
contract formation or execution to conduct periodic impact assessments covering operational efficiency, bias risks, consumer data
protection, and ensuring mechanisms for challenging automated decisions.
Keywords: Algorithmic contracts, Electronic Transactions Law, source code, automated contracts, algorithmic systems, white box,

black box, artificial intelligence algorithms.
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