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FOREIGN EXPERIENCE OF DEVELOPMENT
OF THE PUBLIC-PRIVATE PARTNERSHIP AND THE
POSSIBILITIES OF ITS APPLICATION IN KAZAKHSTAN

Abstract. The current trends in the development of the economy demonstrate the intensification of relations
between the state and private business, and, as a result the influence of the private sector on the world economy is
expanding. The constructive interaction between business and government institutions is becoming an essential
condition for the development of modern market structures and relations. In this regard, the study of the formation
and development of partnership institutions and the systematization of foreign experience is of high importance
while developing the projects using the tools of public-private partnerships (PPP).

The purpose of the article is to study the main trends of PPP development in foreign countries and the formation
of ideas on the possibilities of its use in Kazakhstan. The study in terms of the use of PPP tools in the implementation
of socially and economically significant projects in developed and developing countries revealed the characteristics
of the development of PPP in these groups of countries. The results of a detailed analysis of two large PPP projects in
Bangkok and Manila revealed the key points of their successful implementation, which in the first case consisted in
sharing the risks between a large number of private sector entities and the state, in the second, in attracting private
operators to create artificial competition monopolies under state control. It was concluded that the considered
practices of PPP tools using are fully applicable in Kazakhstan if some institutional issues that highlighted in the
article are solved.

Key words: public-private partnership, international experience, projects, investments.

Introduction. The public-private partnership (PPP) is a relatively new practice on improving the
social and economic situation in society. If earlier it was considered that a State was responsible for
provision of social benefits as profit from this benefits use, as rule, was of public, but not economic
character, the last quarter of XXI revealed a way to attract the private capital for the same goals. As
business has more experience in competitive medium existence, its managing methods are distinguished
by more efficiency and profitability than the state management methods. Especially this relates to post-
Soviet countries as in the times of the USSR the state not ruled according to market laws could not
improve the management methods to the extent that could be achieved by market agents. The result is that
the government share in economics in these countries is higher, but the efficiency of the projects
functioning under the government management is lower. All this generates interest in attracting business
to manage the socially important projects, and PPP is one of the most popular forms of this attraction.

Methods. The research methodology is based on attracting the integrated approach and dialectical
principles that could reveal the essential features of the investigated processes, the forms of its appearance,
highlight the inherent contradictions, and determine the tendencies of its development. The research also
uses the methods of logical, comparative, and statistical analysis.

Results and discussion. According to the definition given by the National Chamber of Entrepreneurs
of RK “Atameken”, the public-private partnership (PPP) is a form of joint work of public and private
sector [1]. As a rule, the PPP is typical for sectors traditionally considered as the zones of the
governmental responsibility for balanced distribution of risks, expenses, and profits. The PPP goal in this
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case is increase of accessibility level and quality of public benefits and services through strengthening of
cooperation between the public and private sector.

The PPP tasks are:

Involvement of the private sector into the public resources management;
— Decrease of budget load;
Attraction of investments;

— Improvement of interaction model between the government and business [2].

The PPP is used almost all over the world — in developed and developing countries. A lot of countries
of the world and integration unions have functioning international institutes of PPP development, among
them are:

—  European Public-Private Expertise Centre;

—  The National Council for Public-Private Partnerships;

In addition, there are more widely specialized institutes that promote the PPP practice:

—  International Bank for Reconstruction and Development (IBRD);

—  European Bank for Reconstruction and Development (EBRD);

—  Islamic Development Bank (IDB);

— International Development Association (IDA).

In the world, the PPP practices are widespread in socially important fields: poverty reduction,
development of technologies, energy, transport, healthcare, education, waste disposal [3].

One of the first countries adopted the PPP practice was Great Britain that, in 1992, established the
Private finance initiative that provided the concession agreements for regional development, construction
of schools, hospitals, roads [4].

Nevertheless, the application of the initiative was limited until 1997 due to distrust to business in
socially important fields of activity. However, the program showed its best ability and limits were
removed. Later, in 2012 the second program named PF2 was adopted; it was a logical continuation of the
first one. The common scheme for both initiatives is that the private sector designs, constructs, finances
and exploits the assets according to specifications given by the government — most often it constructs large
public facilities and then exploits them during a definite period.

Under PF2 several projects related to the development of public infrastructure were implemented:
construction of schools in Reading, Hertfordshire, Luton, Midland, Yorkshire; construction of a hospital in
Midland. Until 2012, about 80 contracts were concluded every year that allowed saving up to 17% of
budget funds [5].

However, in 2019 it was announced that PF2 would not be used any more new contracts that will be
concluded using other schemes. These schemes were divided into several types according to the UN
methodology:

—  Build-Own-Operate — a business-partner constructs and uses volumes or render services without
transfer of property to the State.

— Build-Operate-Transfer — a business-partner constructs a facility for goals agreed with the
government and then uses it during a definite period of time, and then transfers to the State.

— Buy-Build-Operate — the government sales the available facility to a business-partner that renews
and enlarges it, and then operates effectively.

— Design-Build-Operate — a business-partner designs, creates and uses governmental facilities with
ownership right in the public sector.

— Build-Develop-Operate — a business-partner on leases or purchases a facility owned by the
government, renews or modernizes it, and then operates by agreement [6].

In addition to the Great Britain, the positive experience of the PPP use has Turkey, France, and
Netherlands. In 2018, France outperformed the Great Britain by the number of PPP projects (Figure 1).
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Figure 1 — Number of PPP projects by countries in 2018

In sectorial structure of projects the domineering are educational, ecological, transport projects
(Figure 2). The interest is also noted to development of telecommunications and health care.
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Figure 2 — number of projects by sectors in 2018 (units)
The indicative is investigation of several PPP cases in the world.

Case #1 — Creation of SkyTrain system in Bangkok. Bangkok, the capital of Thailand, has gained
significant number of problems related to overload of streets with public and private transport. This
overload generated the problems with urban logistics and urban air contamination. Several conducted
researches resulted in the recommendation to construct a rail transit system for the city. Such system
would allow for simultaneous decrease of private transport amount and develop the suburbs [8].

Basing on this recommendation, the government decided to elaborate 30-years PPP plan under the
model “Build-Operate-Transfer” to create this system. It was assumed to fund the project from the
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governmental budget and by loaned funds at the ration 1:2. The project was credited by the international
and local banks. There were three main principles of the project funding:

1. The main part of loaned funds is given by local banks to protect the project against political
interference and decrease the currency risks.

2.  Establishment of consortium sharing the risks to ensure timely and qualitative implementation of
the project.

3. Adaptation of the financial glows stipulating the subsidiary loans to consider high risks of the
project at the early stage.

The cooperation structure is shown in Figure 3.

I( A

Creditors |

-

Note — source [8].

Figure 3 — A scheme of PPP cooperation in Bangkok

In the center of the scheme is the corporation established especially for this project. The government
concludes with it a concession contract allowing creating the rail transit system. After that the corporation
attracts the funds — it conclude contracts with creditors and stockholders. The stockholders in this case
were the companies on the infrastructure development. After that, through the stockholders, the
corporation attracts contractors to implement the project. When the construction is finished, the
corporation operates the transit system and interacts with users on the right of service rendering gaining
income during 30 years.

The Corporation was to develop, finance, construct and operate the transit system ensuring proper
quality of service, and the municipal administration granted the right to operate the public good and
provided the corresponding engineering infrastructure during the construction.

As a result the project can be considered as successful in view of goals achievement: the urban
transport traffic decreased, in-city logistics became easier, and the project needed only 9 years to transfer
from the initial stage to the commercial operation.

This case can be considered as an example in view of risks distribution at implementing large socially
important project: the distribution of risks among a lot of private investors allowed implementing the large
project the financing of which at the governmental level was too risky.

Case #2 - Water supply and water disposal in Manila. The urban population of Manila suffered
from insufficient water supply and water disposal due to urban infrastructure worn-out, and illegal cuts-in
to the water supply system. In addition, only 8% of urban citizens had access to central drain system [9].

The base of the governmental strategy to solve this issue was privatization of the urban water supply
and disposal system using PPP mechanisms. It was decided to divide the urban infrastructure into two
separate zones of concessions. Such division allowed comparing the effectiveness of the work of two
companies with which the concession contracts were concluded to introduce competition in the field of
traditional natural monopolies. Such approach had some disadvantages: complication of infrastructure
managing processes, necessity to coordinate activities between two companies.
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Under the contract conditions, two private operators selected on the competitive base were
responsible for water supply and water disposal at the corresponding zones. They had a right to gain
income from its activity, but were to incur expenses of the operation, invest into the systems development
and pay a special governmental tax. They were also to meet the requirements of the system parameters on
pressure and purity of water, time of constant access and population coverage. The service costs were set
by a special body consisted of the private companies-operators and government officials.

To avoid speculations and overstatement of real values to meet the standards of the concession
agreement there were constant unplanned inspections by a governmental body with participation of the
opponent-operator officials interested in transfer of responsible zones if the competitor fails its work.

As a result, from 1999 to 2011 round-the-clock access to pure water was available for 99% of the
controlled zones population comparing to initial value of 26% [9].

The experience of this case allows stating that the attraction of private operators for creation of
artificial competition in the field of natural monopoly under governmental control can improve
significantly the effectiveness of the engineering infrastructure operation even at poorly developed
countries.

Kazakhstan is also interested in adopting the public-private partnership practices. In 2015,
Kazakhstan adopted the Law “On public-private partnership”. It establishes the tasks and principles of
PPP in the Republic of Kazakhstan, fields of its application, responsibilities of parties, and ways of PPP
implementation, methods and rights of the government for PPP regulation. The separate article of the law
regulates the PPP issues in the field of innovations, e-procurement system, and PPE [10].

There is the operating Kazakhstan Centre for public-private partnership. It functions as the analytical
and expert Centre to develop PPP in RK. The Centre conducts researches, expertise and estimations of
investment projects implementation under the PPP model [11].

In Kazakhstan there are two PPP models: contractual and institutional. Under the contractual model
the PPP conditions are regulated by a specific contract having several types, among them are:

— Under the leasing contract the governmental property is leased with further purchase (for example,
the projects of “Kazagro” National Holding).

— The life cycle contract is concluded for development, implementation and financing of projects
with its accompaniment during the life cycle of goods (for example, the projects of “KTJ” National
Company).

— The concession contract implies the transfer of rights on operation of governmental infrastructure
facilities, enterprises and other to the private sector on mutually beneficial terms.

— The R&D Contracts are concluded for implementation of scientific, scientific-research, and
scientific-technical projects.

— The service contracts are concluded for service and modernization of equipment at facilities of
public and industrial infrastructure belonged to the government (for example, service contract for
municipal hospitals).

— The contracts for trust administration of governmental property allow transferring the
management of some governmental property facilities to the private sector under specified conditions.

— Leasing of governmental property under the PPP is similar to leasing contracts terms, but without
right of repurchase.

Under the institutional PPP, a joint enterprise with participation of the government and private sector
is created. This kind of joint enterprise provides an alternative to capitalization of quasi-public sector with
further withdraw of government partner from the project.

The information mentioned above shows that Kazakhstan regulation stipulates different forms of the
public-private partnership.

As of 2017 the number of PPP projects, during the whole period of this practice in Kazakhstan, is
239. Table 1 shows its amount per cities.
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Table 1 — Number of PPP projects per cities of RK until 2017 (unit)

City Number of projects
Shymkent 74
Almaty 50
Aktayu 45
Pavlodar 23
Kostanay 18
Petropavlovsk 18
Nur-Sultan 13
Aktobe 13
Karaganda 12
Ust-Kamenogorsk 8
Taldykorgan 7
Taraz 6
Kyzylorda 6
Kokshetayu 5
Uralsk 4
Atyrayu 2

Note — compiled basing on source [1].

The Ministry of the National Economics of RK, in its turn, provides the following data for 2019:

— Concluded agreements: 514 to the amount of 1762 billion tenge;

— Placed in operation: 361 facilities to the amount of 605,6 billion tenge;

— At the construction stage: 181 facilities to the amount of 878,1 billion tenge [12].

It is impossible to analyze in details the Kazakhstan experience in the field of PPP as the government
does not gather statistics systematically for this issue.

Conclusion. The conducted research allowed concluding the following:

1. The PPP practices are used worldwide — in developed and developing countries. The developed
countries, as a rule, conclude the agreements with local business, and the developing countries usually use
the services of the international organizations.

2. The PPP practices showed its most effectiveness when the market rules of projects
implementation are applied to public life in situations that could not operate under other terms releasing by
this these fields from the problems inherent to the governmental management.

3. Kazakhstan already has the prepared base for the PPP application, and there are even several
hundred implemented projects, i.e. it is possible to state on availability of the PPP in Kazakhstan.
However, there is a range of problems that should be solved to enhance the PPP effectiveness:

1) As in Kazakhstan the largest share in the economics belongs to the government, the centralized,
common strategy of the PPP development and application is needed. This will allow using the positive
sides of the governmental management — namely the access to resource at governmental level, ability to
coordinate the projects in different regions to achieve the synergetic effect.

2) This generates another necessity — development of institutes. Despite the availability of the
legislative base the development of informal institutes is also necessary — culture of entrepreneurship and
business, creation of market society of business-representatives having experience on using the advanced
business models. Otherwise the business management methods will not differ from the governmental on
its effectiveness.

3) The partial decentralization of the PPP agreements conclusion process will facilitate significantly
the processes of the PPP agreements conclusion: this will allow the governing bodies to conclude the PPP
contracts, for instance, to a definite amount without necessity of its approval on governmental level. Leave
the centralized control under this process to avoid the growth of shadow economy.

4) Provision of governmental guarantees to private sector if the PPP projects implementation is
successful.

5) Use of market rules of functioning in the fields of natural monopolies by example of Manila — this
will allow generating the controlled competition benefited by consumers.
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A.B. locmaunos, JI.A. Ka3oexoBa, A.A. AxMeTOBa
KopkeIT ata ateiHnarsr Kpi3emopaa MmemiekeTTik yauepceuteTi. Kpi3suiopna k., Kazakcran PecriyOnukacer

MEMJIEKETTIK-KEKE 9PIIITECTIKTI JAMBITYABIH HIET EJIAIK TOXIPUBECI
7KOHE OHBI KASAKCTAH/JIA TAUJAJIAHY MYMKIHJAIKTEPI

AHHOTauMs. DKOHOMHUKA JaMyBIHBIH 3aMaHayH YpAicTepi KepceTKeHAeH, Ka3ipri yaKkpITTa MEMJICKET I1eH JKeKe
Om3HEC KaThIHACTAPBIHBIH OeJICeHAeHy1 OailKaiaapl, HOTIDKECIH/IE JKeKe CEeKTOPIBIH QJIEMAIK SKOHOMHUKAFa BIKITAIbI
apra tycyne. busHec meH MEeMIIEKETTIK WHCTUTYTTapblH KOHCTPYKTUBTIK ©3apa opeKeT eTyi 3aMaHayu HapbIKTHIK
KYpbUIBIMIAp MEH KAaThIHACTAPAbl JAMBITYJIbIH MIHJACTTI ImapThiHa aifHamyga. Ocbkl opaiima opilTecTiK
WHCTUTYTTaPbIHBIH KYPBUIYBl MEH HaMybIH 3€pTTEy JKOHE IIET CNIIK TOKIPHOCHI JKyHeley MEMIIEKETTiK-KeKe
apinTectik (MXKO) KypannapblH KoJlIJaHATHIH K00anap/pl a3ipiieye MaHbI3bl KOFapHI.

MaxkananslH Makcatbl — mer engaepAeri MJKO nmaMybIHBIH HETi3ri YPHAICTEpiH 3epTTEY JKOHE OJIapIIbl
Kaszakcranma konmaHy MYMKiHIIKTepi OOHMBIHINA YiFapeIMaap KaJbIITACTBIPY OoNbIm TaObuTazpl. Makanaga
JAMBIFaH JKOHE JaMYIIbl eNIepAeri oIeyMETTiK-’KOHOMHKAIBIK MaHBI3EI Oap »xoOamapasl icke ackipyma MIKO
KYpPaJIIapblH KOJJAHYBIH 3CpPTTENIICH, OHBIH HOTHXKECIHIAEC OCBI enjep TontapbiHaarel MOKO maMybIHBIH
epekimienikrepi Oemn kepcerinren. MaHwia xoHe banrkoktarel eki ipi MXKO »xobamapbiHa XKYPri3iireH xere
Tanmay oJapIbIH COTTI JKY3€re acybIHBIH MaHBI3IBI COTTEPIH aHBIKTayFa cenTirid turizmi. Omap GipiHmm xobana
KEKe CEKTOPJBIH KONTereH CyOBeKTiIepi MEH MEMJICKET apachlHAa ToeKeaep Il OemicTipy TocimiHae 6osca, eKiHmIi
XKaraanaa MeMJIeKeT OaKbUIaybIMEH TAOMFU MOHOMOJIMSIAp chepachiH/a KaaFaH 0dCEKeIeCTIK OPHATY MaKCcaThIHIA
JKEKe OIepaTopiapbl TapTyaa xareip. MYKO KypanmapbliH KOJJAaHYIbIH KapacThIpbLIFaH TOKipuOecin KasakcTanaa
Jla KoJJlaHyra OOJIaTBIHIBIFBI Typajibl KOPBITBIH/BI JKacaliFaH, ajaiijia ojl YLIIH Makajaja KepceTuireH Oipkarap
WHCTHUTYIMOHAIIBIK MOCEIIEIep i Ny KaKETTIri KOpCEeTITreH.

Tyiiin ce3mep: MeMIIEKETTIK-)KeKe 9pINTECTIK, MET el THKIpudec, xobdanap, MHBECTULHUSAIAP.

A.B. locmangios, JI.A. Kaz6exoBa, A.A. AXMeTOBa
Kb3buiopauHckuil rocyaapcTBeHHbIN yHUBEpcuTeT iMeHH KopkeiT ATa, r.Kei3eutopaa, Kazaxcran

3APYBEXHBIN OIBIT PA3BUTHUSA TOCYJAPCTBEHHO-YACTHOI'O ITIAPTHEPCTBA U
BO3MOXHOCTH ETO IPUMEHEHMNS B KABAXCTAHE

AnHoTauusa. Kak JeMOHCTpUPYIOT COBPEMEHHBbIE TEHJICHIIMU Pa3BUTHA IKOHOMHUKHU, B HACTOSIIEE BpeMs
MPOUCXOTUT aKTHBH3ANKs OTHOIIICHHUI rOCy1apcTBa U YacTHOrO OM3HEca, B pe3yNIbTaTe Yero paciiupsercs BIHSHUE
9aCcTHOI'O CEKTOpa Ha MHPOBYIO SKOHOMHKY. KOHCTPYKTHBHOE B3aMMOJCHCTBHE OWM3HECa M TOCYHapPCTBEHHBIX
WHCTUTYTOB CTAHOBUTCSI HEOThEMJIEMBIM YCIIOBUEM Pa3BUTHUSI COBPEMEHHBIX PHIHOYHBIX CTPYKTYp U OTHOLIEHM. B
STON CBSI3M WCCIICAOBAHWE CTAHOBICHHS W PAa3BUTHA WHCTHTYTOB MapTHEPCTBA M CHCTEMATH3AINA 3apyOeHOTO
OTIBITa HMEET BBICOKYIO 3HAYMMOCTH TIPH pa3padoTKe MPOSKTOB C MCIOIH30BAHHEM MHCTPYMEHTOB TOCYAapPCTBEHHO-
gactHOTro naptHepcTsa (I'YI).

Lenp cTaThy - mcciaenoBaHne OCHOBHBIX TeHIAeHIHH pa3Butis [UIl B 3apyOexxHbIX cTpaHax U (GopMupoBaHHe
MIPECTaBICHUN O BO3MOXHOCTAX ero ucrnonb3oBaHus B Kazaxcrane. IIpoBeneHHOE B cTaThe MCCIENOBAaHUE B YACTH
npuMeHeHuss MHCTpyMeHToB ['UII B peanuzanny cOUMalbHO-3KOHOMHUYECKM 3HAYMMBIX IIPOEKTAaX B Pa3BUTHIX U
Pa3BHBAIOIIMXCS CTPaHaX IMO3BOJIMIO BBIABUTH 0coOeHHOCTH pa3Butus ['UIl B aTux rpynmnax crpaH. Pesynbrars
JIETaJIbHOTO aHayin3a ABYyX KpynHbIX npoektoB ['UIl banrkoka u MaHuIbl NO3BOIWIN BBISIBUTH KIIFOUEBbIE MOMEHTHI
MX YCIICIIHOW pean3allii, KOTOPbhIE 3aKJII0YaINCh B MEPBOM CIIydae B PaclpelielieHHH PUCKOB MEXIY OOJBLINM
KOJIMYECTBOM CyOBEKTOB YaCTHOTO CEKTOPA ¥ TOCYIapCTBOM, BO BTOPOM — B IIPHUBIICYCHUH YACTHBIX ONEPATOPOB IS
CO3/IaHUSI UCKYCCTBEHHOIH KOHKYPEHIMH B chepe eCTECTBEHHOW MOHOIOJIMH IT0J] KOHTpOJIeM rocyaapcrsa. Caenan
BBIBOJI, UTO PACCMOTPEHHbIE NMPAKTUKU UCIOJIb30BaHUA MHCTpyMmeHTOB ['UII BnonHe mpumenumsl B Kazaxcrane c
YCIIOBHEM DPEIICHUSI HEKOTOPBIX HHCTHTYIIHOHATIBHBIX BOIIPOCOB, KOTOPHIE OBUIH BBIICIICHBI B CTAThE.

KuroueBsble ¢JI0Ba: TOCy1apCTBEHHO-9ACTHOE MMAPTHEPCTBO, 3aPYOCKHBIH OIBIT, IPOSKTHI, HHBECTHIINH.
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