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PUBLIC-PRIVATE PARTNERSHIP MECHANISM

ABSTRACT

In modern business conditions, limited budget funding, insufficient infrastructure devel-
opment, and the need for import substitution forced the state to develop and improve
new forms of interaction with private investors. One of the effective methods of inter-
action with private businesses in the implementation of various projects is a public-
private partnership.

In this article, the elements of the public-private partnership mechanism are explored.
The optimal environment-forming conditions for the implementation of the public-pri-
vate partnership mechanism projects in Ukraine are determined. The fundamental prob-
lems, associated with the effective implementation of public-private partnerships in the
managing government property practice, are considered. Also, the possible directions
for decision public-private partnership problems have been revealed.

The main components of the public-private partnership mechanism are interaction, con-
tractual work, project priorities, risk distribution, participation in financing, and distribu-
tion of responsibility, a subject of facility operation.

The principles of state participation in public-private partnership projects should be the
following fundamental installations: participation and interest; compliance with the in-
terests of the parties; Transparency of the project of public-private partnership, ac-
countability and responsibility for the decisions made; Justice and compliance with the
rules when distributing responsibility between project participants; stability of interac-
tion and coordination of efforts between government agencies and private investors;
Efficiency and effectiveness.

The main conditions for the successful preparation and implementation of various forms
of public-private partnership, contributing to the increase in their effectiveness, effi-
ciency and perception by society, are the following: Development of real projects; ac-
counting for the opinions and requirements of the population and employees of enter-
prises; information support in the media, of socially significant projects; the creation of
effective civil monitoring authorities for the implementation of large projects; Creation
of a personnel basis for the successful implementation of public-private partnership pro-
jects; Qualitative methodical support for project management procedures through the
formation of a publicly available national project database.

There are no examples of successfully implemented major public-private partnership
projects. Nevertheless, the need to develop potential partnership mechanism for state
and private enterprise to implement the transition of Ukraine to European standards of
energy, housing, and social infrastructure are becoming increasingly obvious. Therefore,
all the above aspects are extremely important for Ukraine, where the public-private
partnership concept as a promising socio-economic institution receives support at the
high state level.

Keywords: public-private partnerships, projects, principles, privatization, government
procurement, public administration, project management

JEL Classification: H70, H73, H79

INTRODUCTION

In Ukraine, relationship stereotypes between the state and private businesses are es-
tablished. Also, there is effective legal regulation, along with public interest importance
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leveling. The public-private partnership is presented by the majority of potential participants and stakeholders. They are
considered as a veil of corrupt redistribution of state ownership.

In addition, in public discussions, representatives of state-owned enterprises (trade union leaders, management) often
evaluate the expanding trend of public-private partnerships in the production sector of the economy as a transitional stage
to the privatization of the most attractive state assets, affecting the disadvantage of such and the disadvantage of the
practice of active attraction of private capital. However, state-owned enterprises, effectively managed by their managers,
providing a significant cash flow into budgets of all levels - is rather an exception to the rules in the modern Ukrainian
economy. Financing lack, new industrial and management technologies make it impossible to actively grow public sector
enterprises.

At the same time, the lack of funding is not the only obstacle to modernization and development: the lack of a full-fledged
vision of the objectives, and ways to move industries from the crisis state, a high degree of decisions bureaucratization,
low qualifications in the field of infrastructure projects also adversely affect the effectiveness of public administration. At
the same time, the full-scale privatization of state infrastructure assets is impossible and is not always an effective way to
transfer the tasks of the development of these industries on the shoulders of the private sector.

The response to the current situation is the generally accepted global practice of public-private partnership. The advantage
of this is the involvement of private business practices in the traditional state sectors of the economy, as well as the desire
to level the deficiencies of both business methods; due to the optimal distribution of resources, areas of responsibility, and
risks.

LITERATURE REVIEW

In Ukrainian science, today a certain theoretical basis of public-private partnership has been formed. The greatest contri-
bution to its development was made by modern scientists-economists: V. Kruglov [1], Yu. O. Podolyan, A. V. Ivash-
chenko [3], N. O. Ryazanov [4], A. V. Serikov [5], O. V. Shkurenko [6].

The complex and multidimensional nature of the research facility led to the need to appeal to the works of the following
scientists and specialists in the field of economics: A. Bakulina, S. Karpova [7], O. Bordiyenko, N. Nychkalo, Y. A. Malykhina,
0. Kuz, D. Korotkov [8], A. Cepparulo, G. Eusepi, L. Giuriato [9], C. Cui, M. Skitmore [10], S. Fanelli, F. Salvatore, G.
Pascale [11], L. Hrytsenko, I. Boarko, O. Tverezovska, J. Polcyn, R. Miskiewicz [12].

V. Kruglov [1] considers that public-private partnership is long-term cooperation between the state (state bodies and local
self-government bodies), as well as private companies aimed at financing, design, implementation and management of
public objects and public services (public facilities and public services).They are traditionally provided by the state (public
sector).

The main advantages of a public-private partnership include financial benefits for public authorities and local self-govern-
ment bodies, socio-economic benefits for the territorial community, as well as political advantages.

Yu. O. Podolyan, A. V. Ivashchenko [3] think that separate profitable projects of public-private partnership can be a source
of new financial resources through the distribution of profit between the private operator (partner) and the authorities, as
well as local self-government bodies. Thus, the project can be implemented without creating a burden for the budget, and
released budget resources can be directed to other purposes, such as health care, education, and other social projects.

The accelerated implementation of projects will allow the community to get the effect of the community from the intro-
duction of new services or improving the quality of existing ones and will help to increase private investment and economic
development of the region [6].

According to O. Bordiyenko, N. Nychkalo, Y. A. Malykhina, O. Kuz, D. Korotkov [8], the public-private partnership changes
the role of authorized bodies of state power (local self-government bodies) from the body that owns and operates into a
body that administers and controls. It allows state authorities and local self -government bodies to increase the quality of
public and utilities, reducing the state/local budget expenditures, including human resources costs for providing these
services.

L. Hrytsenko, I. Boarko, O. Tverezovska, J. Polcyn, R. Miskiewicz [12] determine that the most serious obstacle to the
implementation of public-private partnership projects is the general state of the institutional environment, in which a
private partner has to implement a project of public-private partnership.
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The most serious systemic problems should be attributed:

= difficulties in obtaining permits and approvals necessary for the implementation of the project of public-private part-
nership;

= difficulty in re-registration of a private partner of the right to use the land on which the object of public-private
partnership is located;

= insufficient professional training of officials involved in a public-private partnership, low level of motivation;
. corruption manifestations.

AIMS AND OBIJECTIVES

The aim and tasks of the study are: to determine the elements of the public-private partnerships mechanism; to format
optimal environment conditions on implementation projects for the public-private partnership mechanism in Ukraine; to
determine fundamental problems, associated with effective implementation of public-private partnership in managing pub-
lic property practice and possible directions for their decision.

METHODS

Having studied the opinions of economic scientists and specialists of international institutions dealing with the implemen-
tation of public-private partnerships, it can be concluded that the essence of the investigated relations [2].

So, the public-private partnership is a relationship system between the state and the subjects of private entrepreneurship
aimed at achieving results in the traditionally state-owned areas of economic and social activities defined through the
relevant treaties on the terms of a balanced distribution of rights, obligations, risks, costs and benefits.

Whereas privatization as a whole is understood as the transfer of a state asset to the private sector for an unlimited period
by selling it.

At the same time, the principal differences between public-private partnerships from privatization are:

= first, interaction fineness. After public-private partnership contracts the period comes when a private investor trans-
mits the partnership object back to the public sector, even if he had ownership at a certain period of time (mecha-
nisms here, Boot — Build Operate Transfer, Build Own Operate Transfer);

= secondly, when it is privatization risks associated business activities fully fall into the private sector. Public-private
partnership distributes risks on contracts;

= thirdly, after privatization, the participation of state bodies in the activities of the enterprises is limited by the regu-
latory impact, while under a public-private partnership the public sector is partially responsible for the result of the
work of the enterprise, and the quality of the services provided.

RESULTS

Analysis of the mechanisms of traditional procurement in the public sector, public-private partnership and privatization
also allowed identifying fundamental differences in these approaches, the main of which is the distribution of responsibility
and benefits from the projects being implemented (Table 1).

Thus, in whatever form there was a public-private partnership, to put an equality sign between it and privatization even
at the good implementation of a public-private partnership is incorrect. Despite different options of public-private partner-
ship such as concessions and BOT-contracts are as close as possible to the extreme degree of denationalization.

If the main role of a private partner in public-private partnership projects is related to the achievement of a certain level
of efficiency, the quality of the services provided, financial and innovative support, the role and functions of the public
partner is much broader, since it is covered by the scope of formation of public-private partnership policies and optimal
economic, legal and social conditions for its implementation, development of projects, ensuring a clear and transparent
scheme of selection of a private investor, evaluating the effectiveness of their proposals, risk determination, the creation
of a project monitoring system.
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Table 1. Characteristic features of the mechanisms of interaction between public and private sectors when implementing projects.
(Source: Formed on the results of the analysis and generalization of scientific papers [9; 14, 23])

Traditional government procurement

Public-private partnership

Privatization

General mechanism of interaction

The state represented by the Government
shapes the infrastructure assets of enterprises.

The state purchases the services of enterprises
operating on the principles of public-private
partnership and forming assets at the expense
of various sources.

The state represented by the Government and
other authorities is purchasing services for the
private sector on competitive conditions.

Contract work

The short-term contract is drawn up on the for-
mation or purchase of assets.

A contract of public-private partnership is con-
cluded, including development, construction, fi-
nancing, and operation.

The contract for the purchase of services with a
private partner is concluded.

Project priorities

Incoming project characteristics are important.

The result of the project is important.

It is important to receive a service at a mini-
mum cost.

Risk distribution

All responsibility for risks falls on the public sec-
tor.

Part of the risks of the project assists the pri-
vate sector.

All risks lie in the private sector.

Participation in financing

Capital costs of the project and current ex-
penses lie on the public sector.

When purchasing services in the private sector,
payment occurs on the fact of their provision.

Financial support of the project lies with a pri-
vate investor.

Distribution of responsibility

Responsibility for the quality, cost and timing of
the project development is carried by the public
sector.

The investor is responsible for the construction
time and budget. Government — for administra-
tive procedures.

Responsibility for the construction of the facility,
its cost, the quality of services lies with the pri-
vate sector.

Subject of operation of the facility

The government operates an object.

Depending on the contract, the object is operat-
ing a private partner or state.

Exploiting the object of the private sector, the
government is purchasing services.

Administration

The state administers the entire project contract
package.

The state in the person of the government or
other bodies is involved and manages one con-
tract of public-private partnership.

The government is responsible for choosing the
most suitable privatization entity.

Efficiency and Performance Criteria

Soft approach to the project on quality criteria,
cost, timing.

Quality standards, object operation rules, its
transfer period in the public sector strictly stipu-
lates and are observed.

The conscientious study of each of the areas of responsibility allows not only to increase the economic efficiency of public-
private partnership projects, but also to ensure public recognition of this mechanism to work with the private sector,
discredited by the years of corruption and neglect government interests.

Thus, the principles of state participation in public-private partnership projects through various executive and legislative
authorities should be the following fundamental installations [13; 19; 21]:

. participation and interest, that is, active involvement in the procedure for developing, implementing, project control;

= compliance with the interests of the parties, including future project users, as well as the population living near the
project; conducting activities in such a way that the positive effect of project implementation is not accompanied by
the damage for third-party persons;

= the transparency of the public-private partnership project is the openness of decision-making processes, especially
concerning competitions and tenders, financing, environmental protection and security for a person;

= accountability and responsibility for the decisions made - state authorities should take a responsibility to answer the
Company for the quality, cost, effectiveness of the implemented projects and their safety;
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= justice and compliance with the

rules in the distribution of responsibility, responsibilities and rights between the

participants of the project, its users involved in the population, the decision of disputes in accordance with the
legislation, the presence of guarantees of reimbursement of risks;

= stability of interaction and coordi

nation of efforts, lack of competition between government agencies and private

investors, as well as within the project between its performers;

= efficiency and effectiveness — with

the help of a public-private partnership project, an optimal method and mechanism

for the use of public finances, land resources, minerals, labour efforts in advanced temporary framework and estab-
lished quality should be implemented.

In accordance with the specified principles, the parties are developed by such a system of public-private partnership
relations, which is a tool for preventing the development of systemic deficiencies of interaction, as well as monitoring its

implementation (Table 2).

Table 2. Details of the basic principles of effective public-private partnership management. (Source: Formed on the results of the analysis and
generalization of scientific papers [6; 17; 21; 24])

Public Private Partnership Policy Components Actions and procedures for the effective management of public-private partnership

Compliance with the interests of the Parties and Justice

Project documentation and Plans System

Designation of experts responsible for developing design and estimate documentation.
Design and detailed planning.

Administer design, planning.

Development of contract documentation.

Contract documentation

Existing political and legal features and regulatory acts, rules and standards of public-private
partnership.

Choosing a private partner

The procedure for selecting a private partner.
Methodology for estimating competitive proposals. Evaluation criteria.

Transparency

Information management

Information management system. Classification of information. Communication tools.

Financial management

Financial / investment strategy.
Program of incentives and compensation.

Procedures and mechanism of settlements with a private partner.

Accountability, participation and interest

Participation of users and the public.

Public participation in planning and implementing the project.
Analysis of the need for a project.

Analysis of the economic and social consequences of the project.

Quality warranty

Construction supervision.
Selection of subcontractors.

Assessment of compliance with project parameters.

Participation in managing

Project management system. The existence of participation in public-private partnership pro-
jects.

Sustainability

Management of interaction with participants and
stakeholders’ infrastructure development plan.

The choice of approach to interaction with participants and stakeholders.
Coordination and implementation procedures made decisions.

Procedures for solving conflicts and disputes.

Manage operation and maintenance

Infrastructure operation strategy.

Infrastructure maintenance program.

Organizational structure

Development of organizational decision-making structure.

Development of a hierarchical structure in the project of public-private partnership.

Efficiency and effectiveness

Project Monitoring and Control System

System and Structure of the Progress of the Project Progress. Project Reporting Procedures.

Project administration

Project documentation procedure and reporting documentation system.
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DISCUSSION

The real advantages of using the public-private partnership mechanism are [7; 9; 10; 11]:

= reducing cost and saving resources,

. sharing responsibility and risks with the private sector,

= access to technological and managerial innovation,

= enterprises development and economy sectors, territories and regions.

However, along with the real advantages of using the public-private partnership mechanism, experts in the sphere of state
interaction with private businesses allocate certain problems, which threaten its effectiveness [12; 13; 15; 16; 17]:

= there is an absence of necessary information about public-private partnership planned projects to provide potential
investors when government develops projects to attract previously known investors;

= lack of sufficient experience in the private sector, potential and skills in the state;

= unpretentiousness of the state infrastructure on decision-making for project implementation;

. possible loss of control traditionally government economy;

= a higher cost of financing in the private sector (leads to an increase in total project costs);

= the inability to optimally distribute risks between participants.

At the same time, the analysis of the experience of using public-private partnership in Ukraine allows to add problem areas

marked above, inherent in the domestic practice of the interaction of the state and business, due to the low level of
efficiency of the work of state structures, namely [19; 20; 21; 22; 23]:

= awareness of the role, necessity and possibilities of applying a variety of forms of public-private partnership in various
sectors of the economy, as well as the distribution of functions between the participants of the process;

= the absence of a centralized management body and facilitating the implementation of public-private partnership
projects in Ukraine, as well as methods and tools for monitoring and monitoring this process;

= legislative support for the implementation of public-private partnership projects;
= protection of the interests of the state, investor and society;
= formation of management and personnel bases for the effective implementation of the project at each stage;

= public perception of the need to transmit part of property and functions to the private sector in the traditionally public
sectors of the economy;

= the complexity of ensuring transparency of procedures for conducting concession competitions and selection of in-
vestors to implement projects;

= the lack of fair competition between investors and the provision of free access to the project of public-private part-
nership projects [12].

If some of these problems are widely discussed by scientists and specialists (analysis of legislation on public-private part-
nership and the formation of a legal framework for investment, a methodology for holding contests, the creation of a
structure that oversees public-private in Ukraine), then the rest require more detailed studies.

Practice and methodology of public-private partnership worked out for decades in countries with different ways and the
level of economic development showed that this mechanism is not always suitable for solving the problems of a particular
enterprise, industry, region. The active attraction of the private sector is effective, but not a universal admission to ensure
sustainable development. It is applicable if:

= it is planned to implement a large project that requires optimal risk management, attracting a significant amount of
financing, conducting large-scale capital construction;

= it is planned to implement a series of similarities in essence and structure, for which it is possible to develop a
universal scheme for state cooperation and investors;

= in the private sector, the experience and knowledge required for the implementation of projects are concentrated;

= there is reason to assume that the cost of project implementation will be significantly lower, and the period is shorter
due to the attraction of a private investor;

= the state partner is confident that public interest as a result of the partnership will be adequately and rightly satisfied;
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it seems possible to clearly distribute the risks between the project participants;

the duration of the project and its cost, the nature of the technologies used, the participating assets and services will
ensure reimbursement of investors throughout its life cycle.

In other cases, it is rational to use the traditional management system in the public sector or use a more radical way to
increase efficiency — privatization.

CONCLUSIONS

Thus, the main conditions for the successful preparation and implementation of various forms of public-private partnerships
that contribute to the increase in their effectiveness, efficiency and perception by society are the following:

development of real projects that decide actual tasks and satisfying basic development needs for a particular industry,
enterprises, region, territory, community;

accounting for the opinions and requirements of the population and employees of enterprises through the mechanism
of public hearings of socially significant projects affecting the interests of society, collective discussion of project
development projects with explanations of the advantages and results of their implementation, threats and benefits
for employees;

information support in the media of socially significant projects to reduce social tensions and growth of their approval,
which will allow to overcome resistance to negative consequences of project implementation;

the creation of effective civil monitoring authorities for the implementation of large projects affecting the interests of
local authorities, residents of territories, enterprise workers;

the Creation of a personnel basis for the successful implementation of public-private partnership projects due to:
internships of specialists in public-private partnership in international organizations dealing with these issues, relevant
institutions in the governments of countries, actively and efficiently using a public-private partnership mechanism;
invitations of foreign specialists who in the Project Management team will be able to transfer their own experience
in practice;

interactions with higher educational institutions and specialized training centers preparing specialists in project man-
agement;

qualitative methodical support for project management procedures by forming a publicly accessible national project
of projects, as well as the development (or adoption of the standard of international organizations) certified manual
for managing public-private partnership projects describing its basic principles, approaches, techniques, features of
application in various sectors of the economy.

There are no examples of successfully implemented major public-private partnership projects. Nevertheless, the need to
develop potential partnership mechanism for state and private enterprise to implement the transition of Ukraine to Euro-
pean standards of energy, housing, and social infrastructure are becoming increasingly obvious. Therefore, all the above
aspects are extremely important for Ukraine, where the public-private partnership concept as a promising socio-economic
institution receives support at the high state level.
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Azaperkosa I, Anexkcees 1., ypkoscbkmi M., Opexosa K., [onosko O., Kypusio O.
MEXAHI3M AEPXXABHO-NMPUBATHOI'O NAPTHEPCTBA

Y cyyacHuX yMOBax rocrogapoBaHHs obmexkeHe biogxeTHe iHaHCyBaHHS, HeAOCTaTHICTb PO3BUTKY iHDPaCTPyKTypH, He-
06XiAHICTb PO3BUTKY iIMMOPTHOI 3aMiHM 3MYCU/IM AepXKaBy PO3BMBATM Ta MOKpallyBaTu HOBi (hOpMM B3aeMoAii 3 npueaT-
HUMM iHBecTOpaMu. OaHUM i3 edeKkTMBHUX CnocobiB B3aEMoji 3 NpnBaTHUM 6i3HECOM Y peanisauii pi3HMX NPOEKTIB € Aep-
>KaBHO-MpuBaTHE NapTHEPCTBO.

Y cTaTTi SOCNIMKEHO eNeMeHTU MexaHi3My Aep>XaBHO-MpUBaTHOMO NApTHEPCTBA; 3'9C0BaHO YMOBM, LLO YTBOPIOKOTb ONTU-
MasnibHe cepeaoBuLLE ANS peani3auii MPOEKTIB MexaHi3My AepXXaBHO-NPUBATHOrO napTHepCTBa B YKpaiHi; po3rnsiHyTo oc-
HOBHIi Npo6niemn, NoB’a3aHi 3 eheKTUBHNM YNpOBa)KEHHAM Aep>XaBHO-MPMBATHOrO NapTHEPCTBA B NPaKTWLi yNpaBaiHHA
[ep>XaBHMM MalHOM Ta BU3HAYEHI MOX/IMBI HAaNPSMKK iXHbOIO PiLLIEHHS.

OCHOBHUMW KOMIMOHEHTaMN MexaHi3My Aep)XaBHO-MPUBATHOIO MNApTHEPCTBA €: B3aEMOAIA, A0rosipHa poboTa, npioputeTy
NPOEKTY, PO3MOAIN PU3MKIB, Y4acTb Y (iHaHCYBaHHI, pO3MNOoAin BiANOBIAaNbHOCTI, Cy6'ekT ekcnnyaTadii poHAy.

MpuHUMNaMn aepxaBHOi y4acTi B MPOEKTaxX AepXKaBHO-NPUBATHOrO NapTHEPCTBa MNOBWUHHI 6yTu Taki dyHAaMeHTanbHi yc-
TaHOBKMW: y4yacCTb Ta iHTepecC; AOTPUMaHHSA iHTepeciB CTOpiH; MPO30pIiCTb MPOEKTY AEPXXaBHO-NPWBATHOrO MapTHEPCTBa,
NiA3BITHOCTI Ta BiANOBIAANLHOCTI 3a yXBaneHHsa pilleHb; CrpaBeAsvMBICTb Ta AOTPUMAHHS Npaswsi Npu po3noAini Bianosi-
JanbHOCTI MK yYaCHUMKaMM NPOEKTY; CTabinbHICTb B3aeMogii Ta KoopauMHaUia 3yCuiib MiXX AepXaBHUMW yCTaHOBaMu Ta
NPUBaTHUMU IHBECTOpaMK; ePEKTUBHICTb Ta Pe3yNbTaTUBHICTb.

OCHOBHUMM YMOBaMK AN YCNILLHOI NiArOTOBKM Ta peanidauii pisHux opM Aep>aBHO-NPMBATHOrO NapTHEPCTBA, WO Cnpu-
AOTb NiABULLEHHIO iXHLOT €PEKTUBHOCTI, CMPUNHSITTIO CYCNiNIbCTBOM, €: PO3po6Ka peasibHUX MPOEKTIB; ypaxyBaHHS BUMOT
HacefieHHs! Ta NpauiBHUKIB NiANpUEMCTB; iHdopMaUiliHa niaTpMMKa B 3acobax MacoBoi iHopMaLlii colianbHO 3HAYYLLMX
NPOEKTIB; CTBOPEHHS ePEKTUBHUX OpraHiB rpOMaZISHCbKOrO MOHITOPUHIY ANs peanisauii BENMKUX NPOEKTIB; MNiAroToBKa
nepcoHany Ans ycnilwHoro BUKOHaHHS MPOEKTIB AepXXaBHO-MPUBATHOrO NApTHEPCTBA; SKiCHA METOAMYHA MiATPUMKa Npo-
Leayp ynpasniHHS NPOEKTAMM WSIXOM (POPMYBaHHS 3arasbHOAOCTYMHOI HaLioHanbHOI 6a3n JaHUX MPOEKTY.

B YKpaiHi npuknaaM ycniwHoOro BrnpoBaaXXeHHS1 OCHOBHUX AepXXaBHO-NPMBATHMX MNPOEKTIB NapTHepPCTBa BiACYTHI. ToMy
0C06/IMBO aKTyaslbHUM € PO3POBIEHHS MEXaHI3MYy NapTHEPCTBA AepXkaBu Ta Bi3Hecy Ans 34iIMCHEHHS TPaH3UTHOMO NOTEH-
uiany YKkpaiHu Ta 3pOCTaHHsi EHEpPreTMKM, XXUTI0BO-KOMYHasIbHOro rocnoAapcTBa A0 EBPONENCbKMX CTaHAApTIB.

KnouoBi c/ioBa: aepkaBHO-NpuBaTHE NapTHEPCTBO, MPOEKTU, NPUHLIMMKM, MPUBATWU3aLlis, AepXXaBHi 3aKyniBni, AepXKaBHe
YNpaBniHHsl, NPOEKTHUIA MEHEMKMEHT
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