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WAYS TO IMPLEMENT PUBLIC-PRIVATE PARTNERSHIPS AND
THEIR ECONOMIC EFFICIENCY

Yana Koval “Ways to implement public-private partnerships and their economic efficiency”.
Given the role of business in meeting the needs of society, it can be concluded that the state cannot fulfill its
socio-economic functions without an efficiently functioning business. This is an important condition for the
formation of partnerships between business and the state. Another important condition is that business cannot
develop effectively without the help and assistance of the state. This is due to a number of reasons. The
effectiveness of demand satisfaction is directly related to the rational use of economic resources and a flexible
response to changes in the structure of demand. Efficient use of resources by each individual producer ultimately
ensures the efficiency of the entire economic system. Business, performing its direct functions, ensuring the
preservation and expanded reproduction of their property through the increase of private capital,
simultaneously performs social functions related to the increase of social capital and the product capable of
ensuring effective demand in the market of goods and services. The article substantiates the need to use the
mechanism of public-private partnership as an effective tool forimplementing the innovation policy of regions,
and also identifies the possibilities of public-private partnership in projects for commercialization of intellectual
property as a form of interaction between the state, research institutions and business.

Keywords: economic efficiency, security, crisis management, public administration, legislative
regulation, reform, innovation.

Ana Koeano «llinaxu peanizauii 0ep>kasHo-npueamHo20 napmHepcmea ma ix eKOHOMIYHa
eghekmueHicmo». Bpaxosyouu ponb 6i3Hecy 8 3a0080s1eHHi hompeb cychinecmed, MoxHa 3pobumu
BUCHOBOK NPO me, W0 BUKOHAHHA 0ep)Xasor CB8OIX COUianbHO-eKOHOMIUHUX (DyHKUiU Hemoxuse 6e3
ehekmusHO pyHKYio—HYI04020 bi3Hecy. Lle € 8axx1U8010 yMOBOIO hopMyB8AHHA NAPMHEPCbKUX BIOHOCUH MiX
6i3Hecom | Oepxasoro. IHWIOK 8aX/1UBOI0 YMOBOIO € me, W0 bi3HeC He MoXe po3susamucs echekmusHo 6e3
donomoau ma cnpusaHHA Oepxasu. Lle 3ymosneHo padom npu4uH. EpekmusHicme 3a008051eHHA honumy
6e3nocepedHbo N08’A3AHA 3 PAUYiOHAbHICMIO BUKOPUCMAHHA eKOHOMIYHUX pecypcis, 2Hy4YKUM peazy8aHHAM
Ha 3MmiHy cmpykmypu nonumy. E¢pekmusHe B8UKOPUCMAHHA pecypci8 KOXHUM OKpeMum 8UPOOHUKOM 8
KiHyegomy pesynemami 3a6e3neuye echekmusHicmo hyHKYiOHYBAHHA BCi€Ei eKOHOMIYHOT cucmemu. 6i3Hec,
BUKOHYI0YU €801 npsaMi (hyHKUIT, 3a6e3nedyroyu 36epexxeHHs i po3wupeHe 8i0meopeHHs HanexHUX iMm 06’ekmis
871aCHOCMI 3a 00NOMO2010 36iNIbWEHHA NPUBAMHO20 KANimMasny, 0OHOYACHO BUKOHYE i CycninbHi yHKUil,
nos’s3aHi  3i  36inbWeHHAM  CychinbHO20 Kanimasny ma npodykmy, 30amHo2o 3dbe3nequmu
naamocnNpomMoXHul nonum HAa PuHKy mosapie i nociye. Y cmammi 062pyHMo8AaHO HeobxiOHicmMb
3dCMOCY8aHHA MEXAHI3My 0epXasHO-NpUBAMHO20 NAPMHepCMBa AK epeKkmusHo20 iHCMpymeHmy
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peanizayii iHHO8AUIGHOI NOAIMUKU pe2ioHi8, A MAKOX BU3HAYEHO MOXJ/IUBOCMI OepXA8HO-NPUBAMHO20
napmHepcmea 8 npoekmax Komepuianizayii npooykmy iHmesnekmyansHoi npaui ak popmu 83aemodii Mix
0epxasoro, HayKo8o-00ClIOHUMU iHCmumymamu ma 6i3Hecom.

Knrwuoei cnoea: ekoHoMiuHa edeKTUBHICTb, 6e3neKa, aHTMKPWU30BE YMpPABMiHHA, [Oep’KaBHe
ynpaBniHHA, 3aKOHOAABYE peryntoBaHHaA, pepopma, iHHoBaLil.

Introduction. The mechanism of public-
private  partnerships is of particular
importance in the relations between the state
and business in regional innovation activities.
In recent years, given the fact that the state is
pursuing a course of innovative economic
development, the importance of organizing
this kind of partnership has gained special
meaning. In addition, at the current stage of
development of the Ukrainian state, the
problems of organizing and improving the
interaction between government and
business are particularly relevant. As a
response to the growing demands placed on
business, the need for a constructive dialogue
between the state, business and society is
increasingly being recognized. However, the
balance of interests between business, the
state and local authorities in terms of
responsibility for the welfare of citizens,
territory and the country as a whole has not
yet been found.

Analysis of recent research and
publications. Foreign and domestic scholars
have made an important contribution to the
development of public-private partnerships,
including as a tool for implementing regional
innovation policy: 0O.S. Andreeva, O.M.
Golovinov, A.M. Dyrdonova, V.M. lvanova, V.S.
Ivanov, A.A. Starodubova and other scholars.
Nevertheless, it can be argued that the
problem of public-private partnership as an
effective tool for implementing regional
innovation policy requires further research.

The formulation of the goals of the
article is proposals on the main ways to
implement public-private partnerships and
their economic efficiency.

Presentation of the main results.
Ukraine's infrastructure sectors need more
state regulation not only because of the
economic efficiency of infrastructure projects,

but also because of the significant
obsolescence of fixed assets in certain
infrastructure sectors, which threatens to
cause man-made disasters. This "unified
strategy of infrastructure renovation of
Ukraine" aims to renovate infrastructure
sectors using the most cost-effective
methods. One of its goals is to combine the
infrastructure needs of two levels: the state
and regional. It is the combination of all
infrastructure needs and problems in one
plan, as well as their objective assessment
based on common criteria, that will allow the
government to focus its efforts on the most
urgent ones. The evaluation of the most
important projects should include, along with
indicators of economic efficiency
(quantitative), indicators of social necessity
(qualitative), including indicators of the level
of technological threat to infrastructure
facilities.

This approach is intended to help local
authorities, which are currently trying to solve
infrastructure problems on their own, which is
extremely inefficient due to the lack of
modern tools and experience in local
communities. Another important element of
the plan is an assessment of all infrastructure
needs in Ukraine [1].

The next stage in the implementation of
the "unified strategy for the infrastructure
renovation of Ukraine" should be an analysis
of the most effective options for
implementing priority projects. Investments
should be attracted to projects whose
economic efficiency is beyond doubt. For
those projects where the projected rate of
return is lower than investors' commercial
expectations or where the forecasts are
subject to a certain degree of uncertainty, it is
necessary to use the mechanisms of
partnership  between  business and
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government or to raise funds through
government guarantees. Such a structure for
organizing reforms would allow, for example,
using state guarantees to raise funds to
finance a "pool" of local projects. In the
current situation, small towns and regional
centers simply do not have the funds to
renovate capital-intensive housing and
communal services. Outdated infrastructure
increases the costs associated with its use due
to the failure to save resources and maintain
its performance. By attracting a "cheap loan"
under state guarantees and spending it on
such projects, the government gets a double
effect. First, the economic effect comes from
an increase in domestic consumption;
however, to fully realize this effect,
contractors must be forced to use domestic
materials and services to the maximum extent
possible. Secondly, it is the future savings on
energy costs, in the case of housing and
communal services, and on the repair of these
facilities maintained by local authorities.

Stricter  legislative  regulation  of
procurement related to infrastructure
projects, which will force contractors to
purchase domestic materials in the
construction of infrastructure facilities, has, in
addition to the positive aspects related to
domestic consumption, an anti-corruption
effect. Its essence lies in the fact that suppliers
of materials or services for infrastructure
reconstruction projects, when applying for
participation in a tender, must submit
documents that would disclose the origin of
these goods or services throughout the entire
chain from the first supplier [2].

Unfortunately, as can be seen from the
domestic experience, the mechanisms of
partnership between business  and
government in Ukraine do not reduce
corruption in the implementation of
infrastructure projects, but are used as a
modern mechanism for gaining control over
important infrastructure facilities.

The analysis of the experience of
implementing business-government
partnership projects in Ukraine allows us to
draw conclusions about two main approaches
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to implementing the infrastructure
renovation program and increasing demand
within the state, which involve the creation of
a "unified strategy for the infrastructure
renovation of Ukraine" and optimization of
the tools for implementing this strategy.

The creation of a management system for
infrastructure projects involves: unification of
project priority analysis methods; maintaining
a unified system of distribution of investment
subsidies taking into account regional
development priorities; centralization of
management mechanisms for partnership
relations between business and government
in the Cabinet of Ministers of Ukraine;
establishment of a special Center for Public-
Private Partnership with definition of its
functions, duties and powers; clear
demarcation of responsibilities and duties of
other central and local authorities;
establishment of public control over the use
of funds allocated for infrastructure
reconstruction at the state and local levels;
increasing the transparency of reforms due to
the introduction of a cumulative project
accounting system; establishment of rules for
the publication of information regarding the
implementation of business and government
partnership projects in parallel with the
development of the audit structure;
strengthening the manageability of the
infrastructure  investment  market by
guaranteeing the inclusion of local-level
projects in the "unified infrastructure
renovation strategy of Ukraine"; introduction
of a multi-level system of participants in
business-government partnership projects at
the expense of local authorities of various
levels and a gradual increase in the
participation of the private sector in
infrastructure renovation; strengthening of
the budget, accounting and financial
management component due to the
development of a modern infrastructure
project management structure [3].

The creation of a system of infrastructure
reform using public-private partnership
models will certainly also be affected by the
implementation of a number of measures:
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- the development by the Ministry of
Economy of Ukraine together with other
ministries and bodies of central and local
authorities of the "unified strategy of
infrastructural renovation of Ukraine", where
priority projects will be determined each year;

- the development by the center for the
development of business and government
partnership under the Cabinet of Ministers of
Ukraine of the conditions for the
implementation of infrastructure projects
with the determination of the possible
participation of private investors in
infrastructure projects with the calculation of
the distribution of risks between the state and
the private partner;

- carrying out a coordinated policy of the
relationship between state investments and
attracting private investors;

- the development of partnership
relations between business and the
government, increasing the number of
professional participants in the public-private
partnership market (mainly large domestic
and foreign companies and commercial
banks) with the aim of guaranteeing an
increase in the efficiency of the mechanisms
of partnership relations between business
and the government due to increased
competition among both investors and
companies  from  management  and
contractors;

- conducting open tenders for the supply
of basic materials according to a certain
schedule (taking into account compliance
with the norms of "nationality" of materials
and services);

- integration of state and local
infrastructure  needs  when  entering
international capital markets;

- a change in the structure of the state
debt due to an increase in the share of
financing infrastructure projects;

- refusal to make one-off decisions that
are not subject to the "unified strategy of
infrastructural renovation of Ukraine";

- conducting an independent
examination of infrastructure projects that are
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implemented at the expense of loans under
state guarantees;

- ban on the use of external state
borrowings for loans;

- reducing the volume of foreign loans
guaranteed by the government (complete
rejection of this practice), or providing state
guarantees in the presence of counter-
unconditional guarantees from domestic
commercial banks, ensuring conditions for
attracting investors' funds to infrastructure;

- introduction of external audit on
infrastructure projects for loans under state
guarantees;

- resolution of issues of reorganization
and restructuring  of  infrastructural
enterprises-debtors in accordance with
adopted government decisions; application
of such an administrative procedure as the
termination of the employment contract
concluded with them to the managers of
debtor enterprises that ignore the fulfillment
of debt obligations;

- the introduction of administrative
punishment for persons responsible for
deficiencies in the use of funds provided for
the implementation of projects of the "unified
strategy of infrastructural renovation of
Ukraine" [4].

The solution to the problem of foreign
credit lines, which Ukraine receives from the
governments and banks of foreign countries,
will also affect the development of the
economy in terms of investments in
infrastructure. Further attraction of so-called
commodity (linked) loans can be carried out
only under the conditions of defining criteria
and carrying out a thorough assessment of
the effectiveness of these credit resources,
subcontractors that are linked to these loans.
It is necessary to ensure clear management of
the process of attracting, using and returning
such external loans.

High-quality information support for
projects, in particular, information systems
supporting the processes of project
preparation and implementation, designed to
increase transparency and control by the
public, will also contribute to the creation of
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an effective system of partnership between
business and government. Providing
information support is very important, taking
into account the involvement of a larger
number of interested private entities in the
development of Ukraine's infrastructure.

The Internet page of the Center for the
Development  of  Business-Government
Partnership under the Cabinet of Ministers of
Ukraine, the holding of exhibitions and
forums on the territory of Ukraine, as well as
the participation of our specialists in foreign
infrastructure forums should be part of an
active information campaign. The availability
of information on the status of business-
government partnership projects should
increase the interest of the private sector in
infrastructure reforms [5].

Moreover, along with information on the
actual projects, this information system
should also contain data on planned projects
that will involve private institutions. The
analytical information should also include
calculations  of savings for already
implemented projects. Such a system will
increase the effectiveness of infrastructure
reforms and the reliability of control over the
implementation of these projects. The main
principles of information presentation should
be promptness and reliability of reports and
analytical references [6].

International experience shows that
modern and efficient infrastructure sectors
have a positive impact on the investment
potential of regions and regional
development plans, stimulate business
activity, help to increase incomes and reduce
unemployment. Based on the above analysis,
the following conclusions and
recommendations can be made.

1. Implementation of a "unified strategy
for infrastructure renovation of Ukraine" is
appropriate and useful. It will allow for the
most efficient distribution of efforts of the
state and local authorities in the issues of
infrastructure renovation of Ukraine.

2. The "Unified Strategy for Infrastructural
Renovation of Ukraine" should be approved
by the Verkhovna Rada of Ukraine at the
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legislative level to protect its main directions
and emphasis from the change of
governments, as the systematic nature of
reforms is a key factor in their success.

3. Establishment of the Center for
Development  of  Business-Government
Partnership under the Cabinet of Ministers of
Ukraine is a necessary step to start active and
faster implementation of infrastructure
reforms in Ukraine, which are urgent.

4. An active and well-thought-out
information policy should become a tool that
will increase attention to the infrastructure
sectors of Ukraine's economy from foreign
investors and specialists.

5. Completion of the regulatory
framework reform in the short term should be
the basis for launching reforms in the
infrastructure  sectors. The regulatory
framework should provide investors with the
necessary guarantees to participate in
business-government partnership projects,
and the government should increase
domestic consumption in addition to
infrastructure reforms.

6. A government loan guarantee program
could be useful to ensure access to financing
for regional projects if such projects have
received priority status in the "unified strategy
for infrastructure renovation of Ukraine" but
have low investment attractiveness and
where attracting private capital, even through
the use of business-government partnership
mechanisms, is difficult, as confirmed by the
Center for Business-Government Partnership
Development.

7. Infrastructure reforms need to be
diversified by sector and territory, with the
Center under the Cabinet of Ministers of
Ukraine setting a system of appropriate limits,
and the maximum amount of state
investment in projects of partnership
between business and government in a
particular region. The importance of balanced

regional development has been
demonstrated in the third section of our
study.

8. It is important that not only large
suppliers, but also small domestic companies
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are allowed to participate in supply tenders,
which will reduce the cost of the project. For
this purpose, the Center for Business and
Government  Partnership  Development
should check the tender procedures of
contractors and disseminate information on
future procurements and conditions of
participation in tenders for the supply of
materials and services for business and
government partnership projects as much as
possible.

9. In order to increase the responsibility
and efficiency of the owners and directors of
infrastructure enterprises, it is advisable to
conclude agreements with private partners
on the basis of performance-based contracts
(when the profit of the private partner
managing the project depends on the
efficiency of the project), so that these
persons are materially interested in the
successful implementation of the project.

10. Given that local authorities often
operate at the regional level, and project
development directly depends on the policy
of local governments, it is worth creating a
system of guarantees in contracts of
partnerships  between  business  and
government in regional projects, in which
local governments would participate.
Moreover, it is advisable that the nationwide
program of loan guarantees should operate
only in those regions where local
governments sign an agreement with the
government of Ukraine on joint guaranteeing
of projects of partnership relations between
business and government for the regions.

11. With the participation of the Cabinet
of Ministers of Ukraine and the Center for
Development of Business and Government
Partnerships, it is necessary to organize a
system of continuous training and transfer of
know-how to regional authorities to increase
their tools for implementing reforms in the
regions.

The introduction of public-private
partnerships in Ukraine should become a
priority area of interaction between the public
and private sectors of the economy.
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The main priorities of public-private
partnership in Ukraine should be:

- solving strategic issues of Ukraine's
economic development by attracting private
capital;

- meeting the shortage of financial
resources for the technical development
(modernization) of the infrastructure for the
provision of various socially necessary
services;

- reducing the burden on the state and
local budgets for the implementation of
investment projects;

- directing the released funds of the state
and local budgets to the implementation of
socio-economic programs;

- meeting the public demand for better
services and consumption of products.

In implementing public-private
partnership mechanisms, the Government of
Ukraine should be guided by the following
principles

- balancing the interests of public and
private partners;

- selection of a private partner on a
competitive basis;

- fair distribution of risks between the
public and private partners;

- state participation in financing public-
private partnership projects;

- ensuring the legitimate rights and
interests of consumers of goods (works,
services);

- ensuring stability in fulfillment of the
terms and conditions of concluded PPP
agreements.

Conclusions. Thus, an important factorin
the success of business-government
partnerships in Ukraine will be the positive
attitude of private partners to the
government's policy on public-private
partnerships, which should be based on the
invariability of the above principles.

First of all, Ukraine needs to:

1. Create a legislative environment for the
implementation of public-private
partnerships, including improving the legal
framework governing existing forms of
public-private  partnerships, namely, to
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regulate the interaction of the Law of Ukraine
"On Public-Private Partnership" and other
legal acts, including the following:

- The Civil Code of Ukraine;

- The Commercial Code of Ukraine;

- The Law of Ukraine "On Concessions";

- The Law of Ukraine "On Concessions for
the Construction and Operation of Roads";

- The Law of Ukraine "On Production
Sharing Agreements";

- The Law of Ukraine "On Financial
Leasing";

- The Law of Ukraine "On Lease of State
and Municipal Property".

2. To expand the scope of public-private
partnerships, namely, using international
experience of partnerships between business
and government, to attract private partners to
projects in medicine, energy, mining, etc.

3. To develop and implement
mechanisms of guarantees and risk reduction
in public-private partnership projects.

4. Form an institutional environment:
identify executive authorities at both the state
and local levels that will be responsible for
public-private partnerships, independent
organizations that will carry out project
expertise and consulting, etc.
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5. Identify priority forms of public-private
partnerships in certain sectors of the
economy that will most effectively contribute
to the development of industries and reduce
corruption.

6. Ensure public discussion and
independent audit of projects implemented
with the use of public-private partnerships
and informing the public about the progress
of such projects in order to maximize public
support for business-government partnership
projects (stakeholder support).

7. To create a system for monitoring the
implementation of public-private partnership
projects, including in order to determine the
effectiveness of their chosen form, and to take
adequate measures to eliminate the
identified shortcomings, as well as to assess
the fulfillment of obligations by the partners.

8. Itis possible to create and implement a
sustainable framework for the effective
functioning of public-private partnerships in
various sectors of the Ukrainian economy by
creating a legislative environment for the
implementation of all forms of public-private
partnerships, including through the
improvement of the current legislative
framework governing existing forms of
public-private partnerships.
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