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ABSTRACT

Public-private partnerships are not without their complexities. They require
meticulous planning, robust legal and regulatory frameworks, and a transparent
allocation of risk between partners. While the private sector typically bears the risks
of establishment and operation, the public sector bears the ultimate responsibility for
ensuring the delivery of public services and protecting the public interest. Therefore,
planning and governance are fundamental to any sector's restructuring and
reorganization, paving the way for successful and high-performing outcomes.

Despite the organizational restructuring of the environmental sector implemented in
Saudi Arabia, private sector involvement remains limited. This study primarily aims
to propose a public-private partnership (PPP) model for the environmental sector that
would enhance current governance practices and improve the operational and cost-
effectiveness of service delivery. Accordingly, the Ministry launched the National
Environment Strategy in 2018, which led to the establishment of five national centers
and the Environmental Fund, with the goal of restructuring the sector and exploring
ways to engage the private sector and generate returns.

Hence, the research problem lies in exploring avenues for public-private partnerships
in the environmental sector. This is achieved by examining the environmental services
currently provided by the public sector, selecting a specific service to highlight the
gap in operational and financial efficiency, and proposing a partnership model for it.
The practical significance of this study stems from choosing a specific environmental
service—environmental inspection—and analyzing the existing gap in its procedures,
capital costs, and operational expenses, thereby proposing a public-private partnership
model to mitigate these challenges.

The mediating and adjusting variables are the items and criteria of the study that will
be chosen to represent a suitable model for partnership with the private sector, such as
fees, if any, capital and operating costs, number of employees, and other elements of
feasibility studies.

The study methodology combines descriptive and analytical approaches. The
descriptive section begins with a theoretical evaluation of existing literature and a
general review of information related to the thesis topic. The research then progresses
to a technical analytical section, focusing on the selected environmental service as a
business model and applying the necessary feasibility studies to propose a public-
private partnership model, including operational and financial efficiency analyses.

The study sample is an environmental service selected for a public-private partnership
(PPP) model. This model includes a comprehensive feasibility study encompassing
operational and capital costs, staffing levels and working hours, input-output analysis,
calculation of fees and revenues (if applicable), and other relevant elements. The
primary objective is to create an operational and administrative model for an
environmental service involving private sector participation. This model aims to
generate revenue for the relevant entity, reduce operational costs or budget
constraints, improve the quality of outputs, and create a new job market with available




opportunities. As previously mentioned, environmental inspection is the ideal choice
for this study.

The research found that most environmental services are suitable for privatization,
particularly environmental inspection services which is chosen as the primary case
study. Currently, all services, including environmental inspection, are provided
primarily and traditionally by the responsible government agencies. By conducting
the necessary studies and developing the required plans, a suitable model can be
developed. The fundamental principle behind privatizing environmental inspection
services is to create a primary source of revenue through environmental fees. This
would cover or reduce the service's operational costs and generate financial returns.
This measure is feasible, as all operational costs currently incurred by the service are
borne by the government.

Following initial analysis and evaluation of the service, a significant number of
potential local and regional companies were identified that could participate in the
inspection process, providing the necessary resources and personnel to effectively
evaluate the service and reduce the cost burden on the current government operator.
Environmental fees will be levied on a segment of client facilities, covering essential
inspection items such as the inspector's visit, as well as associated services like the
issuance of the environmental license. It was determined that the environmental
inspector's visit fee could be collected through the environmental license itself.

By way of comparison, many local services involve private sector participation in
other sectors, such as the Ministry of the Interior, traffic services, municipalities, and
others. Internationally, there are numerous examples of privatizing environmental
services; for instance, the models of the UK and Scotland's Environmental Protection
Agency have been examined. Therefore, the feasibility of privatizing environmental
services and implementing successful and productive business models can be
demonstrated.
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Figure I. Cost of national environmental degradation

comparison across selected Arab countries, % of GDP
COED in Selected MENA Countries
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