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ACTUAL IMPORTANCE OF PUBLIC-PRIVATE PARTNERSHIP
FOR PROVIDING ECONOMIC MODERNIZATION
OF CITY KYIV UNDER EUROINTEGRATION

Considering the potential of Public-Private Partnership (PPP), it can be stated that further development
of mutually beneficial cooperation can shape a basis for making more efficient use of resources and providing
modern city socio-economic development under eurointegration. Kyiv should trigger economic transforma-
tion in Ukraine, in particular, by introducing PPP projects which must ensure: overcoming economic growth
infrastructural constraints, enhancing the quality of life; environmental improvement,; unleashing small and
medium-sized businesses industrial potential; innovation; businesses and public involvement into achieving
these goals.
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O. B. Axinina, B. B. Ilagniox. Akmyanimemu 0eprcasHo-npusamuo20 NApmuepcmea y eupiuieHui
3a60ans ekoHoMiuHoi modepnizayii micma Kuisa 6 ymosax cepoinmezpauii

Ypaxosyrouu nomenyian depacasro-npusamnozo napmuepcmed, MOXCHA KOHCMANy8amu, o nooaib-
WLl PO3BUMOK B3AEMOBUCIOHOT CRignpayi Modice cmamu 6a3010 Ost NIOGUEHHSL eeKMUBHOCTT BUKOPUCTIAHHSL
Pecypcis i upiuieHHs. 3a80aHb COYLATbHO-eKOHOMIYH020 PO3GUNIKY CYUACHO20 MICHIA 8 YMOBAX €8POIHMEZDAyil.
Kuig mae damu nouamox ekoHoMiuHUM nepemeoperHam 8 Ykpaini, 30kpemd, uiiAXoM YRPO8AONCEHHS. NPOeKNig
0ePAHCABHO-NPUBANMHO20 NAPMHEPCMEd, AKI MAIomb 3a6e3neyumu. noOONaAHHS IHPPACMPYKMYPHUX 0OMedHceHb
EKOHOMIYHO20 3POCMAHHSL,; NIOGUUIEHHS AKOCI JICUMIMSL TI00ell, NONINUEHHS CIMAHY HABKOIUUHBO2O CePe)0sil-
wa, po3Kpumms BUPOOHUY020 NOMEHYIATY MAN020 MA CePeOHbO20 NIONPUEMHUYMEA, 6RPOBAONCEHHS IHHOBA-
yitl; 3anyuenHs 01a 00CACHEHHS 3a3HAYeHUX yinel Oi3Hecy ma epomMadcbKochii.

Taxuu popmam cnienpayi 3abe3neuye niosuUyeHHs AKOCMI [ 3DOCMARHS OOCIYNHOCMI COYiANbHO-eKO-
HOMIUHOT iHghpacmpyKkmypu ma axmopig supoOHUYMed, Kanimary, pobouoi cun, MexHoro2il, Wo Cymmego
BNIUBAE HA e(heKMUBHICb MEXAHIZMIE 0ePIIcABHO20 YRPAGIinHA po3sumkom micma. Cmanuii po3eumox micm
mMa iHUWUX AGOMIHICMPAMUBHO-MEPUMOPIANbHUX YIMBOPEHb 3d PUXYHOK BUKOPUCTNAHHA 0epHCABHO-NPUBANHOO
napmuepcmea npu3eoouny 00 IMEHUEHH GUmpam Ycix pigHié nio yac peanizayii ingppacmpykmypHux npoex-
mig ma 0036015€ NIOGUWUMY 8 MAKUL CNOCIO eheKMUBHICMb 6I00HCEMHO20 CeKMOopPa 3 no2isidy 6l0N08IOHOCMI
nompebam po3sumxy eKOHOMIKU.

OOHUM i3 HANPAMKIB PO3BUMKY 0ePHCABHO-NPUBAMHO20 NAPMHEPCHBA 8 3a0e3neueHHi PeLioHAIbHOL
P030Y006U € 3a1V4eHHA ) NPOeKmu 3aK1adi6 UWoi 0C8IMu, Wo PO3MAUOBAHT HA MePUMOpii 6i0NOGIOHUX pe-
2ionie, micm, paiionis. 30itichenns Ha 6asi 3BO sucoxomexnono2iunux po3pobiieHs, MOJCIUGICHb MPancpepy

© 0. V. Akilina, V. V. Pavliuk, 2019

136 ISSN 2310-9653 IlyOniyHe ynpaBiiHHS Ta MUTHE agMmiHicTpyBaHHs, Ne 2 (21), 2019



PerionanpHe yrmpaBiliHHS Ta MICLIEBE CAMOBPSyBaHHS

mexHonozitl 00360510mb possusamu 0iloui abo Hosocmeopeni nionpuemcmsda. Cmeopenns cmapmanis, sKi
NOEOHYIOMb Oi3HECO8] KOMNEMEHMHOCH MA Meopemuyti 3HAHHA, OHOBNIOE OlI0Yy HPpPACMPYKmMypy Micma.
IIpu yvomy kadposuii nomenyian 3BO mae Oymu 3anyyenuti 0o po3poodieHHs npoepam po3GUNKY Mich.

Jna pozsumxky depacasno-npusamnozo napmuepcmaa 6 M. Kuesi, na Hauty 0yMKY, HOmpioHi: nonimuyna
807151 | CUTIbHE JII0EPCMEO HA MICYEB0MY PIGHL; 0epHCAsHA NIOMPUMKA HA YEeHMPATLHOMY DI6HI, cmabdilbHa eKo-
HOMIYHA CUmyayis,; BUKOPUCIAHHS KDAWUX 3DA3KI6 MIdICHAPOOH020 00CBIOY; YeCHa KOHKYPEHYIs.

Kitrouoi cnoBa: depaicasro-npusamme napmuepcmeo, po3sumorx mepumopiaibHoi 2pomaou, micmo.

Introduction and problem statement. Development of efficient institutions for interaction
between state and businesses is one of the important conditions of successful realization socio-eco-
nomic modernization both at national and regional levels. Such interaction promotes increasing in
GDP growth, enhancing the effectiveness of public sector concerning compliance with the economic
development requirements, cost reduction at all levels while implementing infrastructural projects.
Furthermore, it provides improving the quality and increasing availability of socio-economic infra-
structure and production factors, capital, labor force, technologies, as well as business-to-business
cooperation linkages, and encourages export and attraction of foreign investments.

City sustainable development security is a basic principle of current regional development.
However, Ukraine lags significantly behind developed countries by the indicators of city sustainable
development. There are a lot of difficulties resulting from agglomerating a range of complicated
social, economic and environmental problems in this sector. Their solution is impossible without
private sector engagement, Public-Private Partnership, in particular.

Literature review. The issues of local communities development is highlighted in works
of many scholars, such as V. Babayev, O. Korotych, N. Mel’tyuhova, Yu. Kuts, V. Mamonova etc.
Scientists also pay a great deal of attention to the research into PPP. For instance, the studies by
O. Alimov, B. Danilishin, O. Dlugopolskiy, I. Neykova, S. Onishko, S. Pakulin, S. Pidgayets and
others are devoted to this issue. Socio-political, economic and social transformations in Ukrainian
society, considering by the researchers, encourage the need for changes, though the lack of aware-
ness of changes framework, methods, tools and instruments is observed, including the Public-Pri-
vate Partnership.

The general scientific methods of research are applied in the article. But the methodological
ground for the study of Public-Private Partnership challenges should be presented with the help of in-
tegral approach which is based on a variety of conceptions, in particular, change management model
which allows to consider the algorithm of PPP revitalization from different points of view.

The objective of the study. To justify the need for Public-Private Partnership revitalization
in Kyiv aimed at attracting private investments to provide economic modernization of the city under
eurointegration.

Presentation of the material. The process of establishment and use of Public-Private Part-
nership (PPP) services in Ukraine, as well as dialogue between state and businesses concerning this
issue has just been launched. Businesses accumulate a great amount of resources to ensure city de-
velopment. It is not only investments which are considered but also the quality of staff that possess
best managerial, organizational and financial skills and technologies. The search and selection of the
ways to make the most of them specify significantly an opportunity for city economy development
and solution its social problems.

A range of countries have to face with a lack of infrastructure like congested roads and rec-
reational facilities with bad service, deterioration in water supply system, schools and hospital in-
frastructure. Such shortage results in decline in birth rate and life expectancy, whereas increase in
accidents and health problems. It was PPP engagement that helped find the way out of such situa-
tion for the authorities of many countries making available private financial resources. In developed
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European capitals nearly 10-30% of all investments in their development are given by the govern-
ment, while the other funds are provided by private sector [1].

The highest performance is shown by PPP projects in the following spheres: schools, hospitals,
prisons, defences (the UK); energy, transport, environmental protection, water resources, sewerage,
recreational objects, informational technologies (Canada); transport projects (Greece, Ireland, Aus-
tralia, Spain); projects combining environmental protection, commercial interests and life support of
rural places (the USA) [1; 2, p. 293].

Nonetheless, nearly 80% of Kyiv investments are currently financed with the state resources
that essentially differs from the practice mentioned above. According to world statistics, the outer
investments in municipal sphere reduce the cost of services by 25%, whereas shortening the period
of the work performed by 30% without significant tariffs raising. Yet, so far there have been few ex-
amples of successful PPP projects in Kyiv, which confirms the low level of Ukrainian capital invest-
ment appeal. Meanwhile, Kyiv needs revitalization of such projects, particularly, concerning current
infrastructure modernization which is fairly drastical to achieve sustainable development Goals.

It is of actual importance to study and introduce world experience concerning PPP aimed at
meeting the requirements of humans and communities with further implementation of this model in
Ukraine. Occasionally realization of projects on transport systems renewal and maintenance launch
PPP development; this trend is also observed in Kyiv. Nowadays several PPP projects on road traffic
safety and “Tram-Train” system development are in the process of preparation. Reducing a number
of road traffic accidents, creating jobs and increasing the level of driving behavior in the city, “Intro-
duction of violation system in the sphere of ensuring automatic road traffic safety in Kyiv” should
attract excess financial resources to city budget, as well as reliable manager to handle with this sys-
tem in the future.

Within “Tram-Train” project the creation of dual-mode framework which allows to join leaf
and right banks with extra speedy system of public transport avoiding any interference with existing
framework of city infrastructure. Though it should be mentioned that up to July, 1, 2018, according
to the data of Ministry of economic development and trade of Ukraine, there were only 192 PPP con-
tracts in Ukraine, including 126 contracts that are not implemented (the tern of 4 contracts is invalid,
9 contracts are broken, 113 contracts are failed). As for the Kyiv State Administration, according to
this Ministry data, there was no PPP contract signed.

To estimate the situation concerning revitalization of such tool as Public-Private (Munici-
pal-Private) Partnership the analysis of Kurt Lewin’s force field model should be applied (fig. 1).

To extend force field change there are the following opportunities:

— attracting long-term investments into subsistence sectors of city economy;

— engaging efficient management;

— improving the quality and range of services;

— creating competitive environment;

— diminishing infrastructural restraints of growth.

Though, to the author’s mind, there are essential risks of individual, group and systematic
opposition to changes, in particular, the following ones:

— achance to lose or weaken the control by state authorities at the cost of tariffs raising and
services quality improving;

— negative social consequences of business-partner’s bankruptcy causing the lack of trust to
the state (municipal) authorities from localities;

— shaping excess conditions for corruption by the partnership due to the terms of authoriza-
tion procedures opaque and flaws in local legal system;

— high risks of capital expenditures and non-compliance of budgetary commitments.
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Driving forces: Constraining forces:

challenges concerning market tariffs

innovation approaches to sustainable . . RN L
pp introducing due to politicization of this issue;

developement problems safety;
reluctance of authorities and private sector to
set up partnership and introduce Public-Private
(Municipal-Private) Partnership projects;

expanding access to resources by
involving a range of technical, human,
physical and financial partners' assets;
lack of qualified staff able to forse partnership
both from businesses side and from state and
local authorities;

efficient use of funds and gaining extra
income;

retention of the ownership of state

. . shortage of attrative investment projects
municipal objects

which are bank able;

Fig.1. Force field change model

To reduce resistance the base of partnership is grounded on the principles ensuring to sup-
port interaction like principles of equity, transparency and mutual benefit, apart from the aim to be
complied.

There may be failures at any stage of partnership process which is natural but able to demor-
alize partners and be of insurmountable barrier. So, to reduce change resistance, the manifestation of
‘small victories’ is a must. Within the process studied it should be the following:

— the performance that cross-sectoral collaboration encourages to improve professional indi-
cators of efficiency;

— reassuring all participants of partnership that each of parties take some advantage of
cross-sectoral collaboration;

— demonstration the importance of new linkages, their variety, range and impact to the partners;

— promotion of previous experience concerning the cooperation between businesses and lo-
cal authorities as for the issues of beautification of the local areas grounded on the sustainable devel-
opment principles through mass media and the Internet resources.

As mentioned above, among the forces which constrain changes there is a lack of qualified
staff which clearly realize what PPP is according to international standards, are concerned that it is
the helping hand of local infrastructure modernization without significant state budget expenses, as
well as encourage consistently to introduce successful PPP program in Kyiv taking no notice of any
political priorities. To the authors’ mind, the events to attract municipal higher educational estab-
lishments may be one of the ways to solve this problem. As priorities to intensify higher educational
establishments innovation potential the following ones should be noted:

— Encouraging implementation of high-tech developments and technology transfer into exi-
sting or newly-formed enterprises;

— Creating the start-ups which combine business skills and theoretical knowledges;
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— Adjustment of syllabus with public administration through introduction of specialized
courses(modules) concerning PPP;

— Engagement of higher educational establishments staff to work out the programs of city
development.

World practice reveals a number of models, forms, types and specific variants which promotes
realizing partnership relations between tha state and businesses. Being aware of the fact of the use
such forms as contracts, rental agreements, including leasing, concession, joint venturing and distri-
bution agreements , Ukraine chose concession as the most often form of PPP services (see table 1) [3].

Ukrainian legislation define concession as a whole, providing a wide circle of duties and pri-
vacy’s responsibilities, including functions of handling as well as ownership to create and design
construction which is a concession object. [4]

Table 1
Results of Public-Private Partnership projects realization in the first half of 2018

Region Up to 1,July,2018 (valid)
concession Joint venture PPP contract Total
Donetsk 2 2 0 4
Zhitomir 0 1 0 1
Zakarpatya 4 5 0 9
Zaporizhya 4 0 0 4
Ivano-Frankivs’k 1 0 0 1
Kyiv 10 0 0 10
Kirovograd 0 1 0 1
Luhansk 1 0 0 1
Lviv 3 1 0 4
Mykolaiv 14 1 0 15
Odessa 0 6 0 6
Poltava 0 5 0 5
Kharkiv 1 0 0 1
Kherson 1 1 0 2
Khmelnitskiy 0 0 1 1
Chernigiv 0 1 0 1
Total 41 24 1 66

Nevertheless the percentage of failures in PPP in Ukraine mainly results from general regula-
tory and legal environment in which state partner prevails the private ones. Concession is not indul-
gency, as there are situations which requires more than investments lack. For instance, management
contracts are more widespread in water supply and sewerage (nearly 70% of projects). As in Ukraine
concession contracts comprise significant part of all projects, investment burden is imposed from
local budget only on users. That is why we emphasize that variety of PPP instruments, forms and
methods promotes wider use of private capital for solving a number of problems concerning public
interest, in particular, those regarding economy modernization.

At the stage of changes institutionalization the specific obstacles appear. The analysis of stra-
tegic state documents on adaptation sustainable development Goals in Ukraine [5] points that the
lowest level of sustainable development Goals integration (13%) relates to city development. So the
specific work is necessary to eliminate these obstacles.

140 ISSN 2310-9653 IlyOniyHe ynpaBiiHHS Ta MUTHE agMmiHicTpyBaHHs, Ne 2 (21), 2019



PerionanpHe yrmpaBiliHHS Ta MICLIEBE CAMOBPSyBaHHS

While estimating changes, they can be efficient as for Public-Private Partnership (Munici-
pal-Private Partnership) revitalization provided that:

— such partnership is aimed at achieving the goals set — project or program are successfully
implemented;

— results achieved are recognized by project beneficiaries, stakeholders and Kyiv local community;

— partnership becomes stable and independent;

— partnership creates “added value” which provides essential positive results for each partner.

Conclusions. Thus, Public-Private Partnership is efficient mechanism of attracting private in-
vestments to solve the issues providing city economy modernization. Kyiv should trigger economic
transformation in Ukraine, in particular, by introducing PPP projects which must ensure: overcoming
economic growth infrastructural constraints; enhancing the quality of life; environmental improve-
ment; unleashing small and medium-sized businesses industrial potential; innovation; businesses
and public involvement into achieving these goals. But it is complicated and responsible case which
requires highly qualified staff, developed institutional environment, improvements in the investment
climate and tariffication depoliticization.

In our opinion, to develop Public-Private Partnership in Kyiv it is of vital importance the fol-
lowing:

— political will and strong leadership at the local level;

— stable economic situation, as partnership projects are long-term, as a rule;

— state support at central level, establishment the single coordinative body;

— study and use the best world experience;

— fair competition and qualitative contests with employment of experienced operators (well-
known corporative brands).
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CTPATEI'TYHI JOMIHAHTHU PEI'TOHAJIBHOI'O AJIMIHICTPYBAHHSA
B CYUACHHUX YMOBAX

Cmammio npucesueHo ananizy cKiaoosux cucmeMmi nyoniyHo20 ynpasiinks ma aOMiHICMpyeanHs. pe2io-
HATbHUM PO3GUMKOM 8 YMOBAX Peqhopmil Micyes020 camospadyeants ma Oeyenmpanizayii enaou. 3asnayveno, wo
OOHIEI 3 YMO8 pehopmu € noOY008a MEXAHIZMY CMAL020 PO3GUMKY Pe2ioHi6, KUl 3a0e3neuyembest 6a308UMU
iHCmumymamu, 8i0nN0GIOANbHUMU 34 Peanizayilo cmpameiuHux OOMIHAHM PO3GUMKY pe2ionis. Bushaueno, wo
opMYBaHHS MEXAHIZMY CIAL020 PO3BUINKY PeiOHY HEOOXIOHe Oisl BUKOHAHHA YOMUPLOX CIPAMEIUHUX 3A60AHb.
ni08ULeHHS. KOHKYPEHIMOCHPOMO}CHOCHIE Pe2iOHI8 | 3MIYHEHHs. IX PecypCHO20 NOMEHYIany; PO3GUMKY THOOCLKUX
Decypci; po3BUNIKY MidcpeiOHAIbHOT CRisnpayi; cmeopeHs IHCIMUMyYilHUX M08 01 PO3BUNIKY PeIOHIS.

KimtouoBi cnoBa: oeyenmpanizayis, micyese camospaoysanns, pedpopma, cmanuii po36UmMoxK, peionab-
HA NONIMUKA.

O. M. Borodina, L. 1. Plotnikova. Strategic dominants of the regional administration in the modern context

The article focuses on the analysis of the components of the system of public management and administra-
tion of the regional development in a reformed local self-government and decentralization of power. It has been de-
termined that the reform of local self-government and decentralization of power involves overcoming the challeng-
es the country faced, in particular: dependence of the regions on the center; infrastructure and financial weakness
of the communities; degradation of rural areas, high level of subsidy provision for the communities, low investment
attractiveness of the territories, etc. The reform is based on three principles: delegation of authorities from the
center to the lowest possible level; in accordance with the delegated authorities, the financial resources should
be transferred and the state control should be maintained over the activities of local self-government bodies. It is
substantiated that the mechanisms of the regional management and administration at the present stage of market
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