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Developing Public - Private Relationship
In Saudi Arabia

The relationship between the public and private sectors tends to be
characterized as a partnership that is also complementary and substitutable.
This relationship spans over many aspects including legal, judicial,
institutional, administrative, regulatory, and financial, while pertaining to
most services provided by the government such as education and health.
Meanwhile, the role played by each sector depends on the nature of the
economic system and the structure of the production in a given country. As
stronger relationship is achieved between the public and private sectors,
not only partnership is enhanced, but also in turn leads to a sustainable
development and faster economic growth.

Attributed to the experience of the early Kingdom's economic
development plans, which was characterized by the dominance of public
sector in economic activities and the reliance of the private sector on
government for direct and indirect subsidy, a certain pattern of public
private relationship has emerged. Moreover, the public sector has
accounted for a rising share in the Gross Domestic Product (GDP). Due to
the current economic transformation, which is accompanied by the
reduction of direct and indirect subsidies, the privatization of public sector
establishments and openness to the rest of the world, it is becoming very
clear that economic development is now taking place in a different
environment than that prevailed in the past. This apparently suggests that
the type of the relationship between the private and government sectors,
which existed in the past, is no longer appropriate for our present time and
the future. Therefore, this relationship needs to be improved on the basis of
new perspectives.

This study comprises of five chapters, starting with an introduction,
followed by the second chapter "Main Characteristics and Performance
Indicators of Public and Private Sectors", then the third chapter "The
Current Situation of the Relationship between the Public and Private
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Sectors", the fourth chapter "Privatization and Partnership between the
Public and Private Sectors" and finally the fifth chapter "The Future
Outlook of the Relationship between the Public and Private Sectors". The
purpose of this study is to analyze the public-private relationship and the
roles played by each sector, in order to identify the problems and obstacles
facing this relationship and suggest ways and means to overcome these
impediments, thus enhancing this relationship.

The study relied on secondary data and published reports by Saudi
government and recognized international institutions. In addition, the study
carried field surveys, which included three sets, covering; first the
viewpoints of the Saudi businessmen toward government sector; second,
the viewpoints of themselves, meaning the private sector; and third, the
opinions of the government's senior officials of the relationship between
the public and private sectors. In addition, the study conducted three
dialogue workshops with the major businessmen in the three major cities,
Riyadh, Jeddah and Dammam. Meanwhile, the study used several research
methodologies including the historical analysis, the descriptive, the
deductive as well as the country comparative analysis approaches. In
addition, statistical Analysis was conducted in analyzing the three surveys
that were included in this study.

The study concluded that the most important obstacles facing the
development and enhancement of the public-private relationship can be
classified in four areas; first, the security, judicial, regulatory and
governmental laws; second, the communication relationship between
government employees and those working in the private sector; third, the
privatization; and fourth, the performance of the private sector.
Concerning the firs area of obstacles, 80% of investors surveyed indicated
that operational cost has increased compared to five years ago, due to the
increase of theft and crimes, which contributed to the rising protection cost
of assets. Moreover, 85% of businessmen complained of the difficulty in
predicting regulations and courts' judgments. Owed to the difficulties
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related to implementation of regulations and governmental law, 57% of
businessmen surveyed indicated that they refrained from investment.

With respect to the second area of obstacles under the
communication relationship, 80% confirmed the existence of
communication gab, pointing that it has even deepened than what it used
to be five years ago. Moreover, 77% of businessmen admitted the use of
unlawful means, such as bribes, in dealing with government's employees,
suggesting the wide spread of administrative and financial corruption.
Meanwhile, 55% of senior government officials surveyed did not know
accurately the size and contribution of the private sector to GDP, or its
share in the labor force. Moreover, two thirds of those officials surveyed
believed it is not important to meet periodically with businessmen,
obviously, this points to the lack of interest by the public sector to
communicate with the private sector. The communication gab is even
accentuated by the limited representation at 20% or below of the private
sector in the committees concerned with the economic decisions, such as
the "Supreme Authority of Tourism", and the "General Investment
Authority", or no representation at all, such as the "Saudi Industrial
Development Fund", "Saudi Real estate Development Fund", and "Capital
Market Authority".

Regarding the third area of obstacles, the private sector continued to
complain form the very slow process of privatization, largely owed to the
non-existence of any timetable, whereby the different government
companies are committed to proceed with the implementation. In the
fourth area of obstacles, 70% of Saudi businessmen admitted that power
remains concentrated in the hands of owners, which apparently denies
such companies, especially the large ones, form the value that would be
derived when run by professional management. In addition, 62% of those
surveyed agreed that owners did not prepare their children to play the
needed leading roles after them, which may lead to the collapse of some of
those companies overtime.
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In light of the above findings, the study suggested four main
recommendations, believed to be necessary to enhance the relationship
between the public and private sectors:

1) Expediting the implementation of service contracts between the
"General Investment Authority" and other government departments,
especially those related to the investment obstacles.

2) Increasing private sector representation by up to 50% in all committees
concerned with economic decisions.

3) Establishing a directorate to take charge of privatization, responsible
and accountable to the highest authority in the government.

4) The Chamber of Commerce must carry Awareness programs directed
to the businessmen, with aim of improving the performance of their private
companies and enhancing their competitiveness through merger, and
changing family corporate to joint stock companies.
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