Y. . Tulku

VK [330(477):331.107.5](477)

Y. |. Tulku,
economist,

Research foundation of safety problems and observance of legality, Donetsk

PROVIDING COMPETITIVE GROWTH OF UKRAINIAN ECONOMY INA GLOBAL
ENVIRONMENT BY USING PUBLIC-PRIVATE PARTNERSHIP

Problem definition. Global competitiveness of the
national economy is complicated and dynamic issue. It
is transforming and complementing with new elements
with time.

One of the most important and relatively constant
elementsisingtitutional environment of the country. There
are number of authoritative national and global research
organizations which confirm this fact. For instance, the
Global competitivenessreport of World Economic Forum
has a well grounded statement, that institutional
environment forms a base, that helps entrepreneurs,
companies and government to cooperate with each other
for getting profit and enrich the economy. That is how it
influences essentially on the competitiveness and
economic growth.

The quality of institutional environment effects on
theway how different societiesdistributetheir advantages
and faces failures in realization of strategies and
development programs. Besides, it effects on investment
decisions and industrial management.

Another research organization that studiesthe level
of country’s “prosperity” is The Analytical Center
Legatum Institute. It isa part of international investment
group Legatum. According to the Legatum Institute
methodology, crucial factors of economic progress and
competitiveness growth are principles of economy,
democratic institutes and principles of public
management.

International institute for management devel opment
determines four groups of competitiveness factors:
economic performance, government efficiency, business
environment, and infrastructure. Within the “ government
efficiency” group the institutional structure index is
considering as the most influential. The results of the
rankings mentioned above demonstrate extremely low
level of institutional environment in Ukraine, and as a
consequence low competitiveness.

1. The global competitiveness index by WEF —
89-th rank among 139 countries, quality of institutes —
134-th rank [13].

2. The Legatum Institute ranking — 61-st position
from 104 countries, 92-nd — quality of government [15].

3. The international competitiveness index by
International ingtitute for management development —
57-th rank from 59 countries [14].

Main reasons of Ukraine's low level of
competitiveness concern dissociation of public, state and
private interests; predominance of state interests over
civil rights; substitution of state interests for interests of
political elite; low effectiveness of public institutions;
absence of holistic strategy of property rights protection
and personal safety guaranties; weakness of public control
of state institutions, etc.

Low level of national competitiveness and growth
of risks in conditions of global competition, actualize
search and analysis of new forms of economic agents
cooperation for achieving development objectives and
solving vital social problems of the country.

Today, public-private partnership (PPP) all over the
world becomes one of the most successful ways of
cooperation of government, business and society.

In the process of globalization every country faces
the complicacy of tasks which should be solved by the
government: providing sustainable economic
development, finance stabilization, the environment
protection, solving of infrastructure problems.

Therefore today it's difficult for international
community and for Ukraineaswell, to act effectively without
understanding of “partnership” concept in a broad sense.

National governments no longer can perform their
functions without all the potential and capabilities that
private sector has. And private sector cannot develop,
work out and introduce new technologies or innovative
approaches, if government is irresponsible, do not
understand and do not respect the needs of business.

Unfortunately, PPP is a brand new institutional
instrument for Ukraine. So far there hasn’t been formed
clear and generally recognized understanding of its
importance.

When the government isforming an economic point
of view on how to build an effective partnership between
public and private sectors for strategic goals achieving,
it isvery important to understand clearly the term “ PPP”
aswell as al its components.

The objective of the article is to learn the
theoretically-methodological and practical aspects of
public-private partnership and find out effective
mechanismsof different PPP projectsimplementation and
as a consequence rising of global competitiveness of
Ukraine's economy.
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Fig. 1. Thesystem of advantagesof usejoint PPP projects

Notice: based on datafrom 2, 3, 8, 9

The analysis of the latest scientific research
publications.

Public-private partnership became an object of
researches for many foreign scientists, such as:
N.A. Khanom, G.A. Hodge, C. Greve, S.P. Oshorne,
D. Grimsey, M. Lewis, E.R. Yescombe, A. Akintoye,
M. Beck, C. Hardcastle, 1a in.

National scientists research the problems and
perspectives of PPP in Ukraine. For example, such
researchers as V. M. Geets, 1. V. Zapatrina,
V. G. Varnavskiy, E. B. Koroleva, V. N. Mochalnikov,
L. I. Efimova, V. A. Miheev, B. E. Mangikova consider
PPP as “new technology of economic development” and
actively search the different forms of such cooperation.

But the content and economic essence of public-
private partnership, the ways of its effective
implementation in Ukraine and especially the potential role
of PPP in rising of national economy competitiveness
are poorly studied, soitisnecessary toimprove knowledge
inthisareaparticularly in the theoretically-methodol ogical
aspects.

Conceptual issues of research.

The term “public-private partnership” came to
Ukrainefrominternational practice.ltisimportant to note

that there is no classical definition of public-private
partnership in scientific literature. Although such form
of cooperation arose a long time ago. First mentions of
concession agreements as a form of PPP are dated back
to 1552 (English Channel construction). Concession was
actively developing in XIX-XX centuries [4, p. 18].
Public-private partnership is a complex of
procedural and institutional, financial and economic
relationships and acts of government (in the name of
government bodies) and business entities, which aimed
at achieving of common economic policy perspectives.
The main purpose of the PPP projects is attraction
of private capital to socially orientated, capital intensive
or low-profitable economic sectors. Consequently basic
spheres of using PPP are transport infrastructure, water
services, electrical systems, informational systems,
housing and public utilities, education, health care,
penitentiary system, military defense etc. [10, p. 2].
Generally PPP admitted that government invites
businessto take part in realization of socially meaningful
projects, therefore the government is main initiator and
guarantor of discharging of commitments.
An attractiveness of PPP projects are based on the
system of advantages that different parties of these
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processes get from cooperation of business and
government (fig. 1).

The fundamental advantage of PPP for private
companies is that they get a possibility for investments
in areas that foremost belong to government sectors of
investments. Therefore theinvestment abilities of private
sector are increased.

At the same time, the government gets qualify
effective management and finance of vital social projects.

Therefore, PPP projects improve the quality of
servicesby implementing innovations. Attraction of private
sector on competitive bases encourages firms to find
out creative solutions in infrastructure, planning,
construction and assets management.

The conseguence of thisisthat the projects of PPP
give the opportunity to move the risk from taxpayers on
private sector.

In dependence on the format of cooperation
between government and private sector representatives
there are two main forms of public-private partnership.

1. PPP is based on agreement. In this case
government and business cooperate with each other under
signed agreement.

2. PPPison institutional bases. Under this form of
cooperation an independent legal entity is creating. This
entity isestablishing by the government and private sector.
The main tasks of legal entity are to manage works and
services within the certain project [9, p. 17].

There are alot of different tasks that appear in the
processof public-private cooperation and asaresult basic
forms of partnerships can be divided on detached types
or other words — models.

In dependence of objectives of PPP there are
organizing, financial models and models of cooperation.
Generally, partnerships use forms that are based on the
advantages of different modelsand combination of them.

Intheinternational practice of PPP agreementsthere
are following types:

1. Contracts as an administrative agreement that is
signed between government and private company for
providing necessary and useful services.

2. Rent initstraditional form (rent contract) and in
form of lease.

3. Concession (concession contract) — specific
form of relationship between government and business
partner that becomes increasingly popular. The
particularity of such form is that government (the
municipality) keeps its property rights on assets which
represent an object of concession contract and delegate
competence to private partner to execute of certain
functions under this agreement [7, p. 22 — 25].
Concessions are the most developed, prospective and
complex form of partnership.

It's typically for concession contracts that there
many schemes — BOT, BOOT, ROT, BTO, BOMT,
BOO, etc.

BOT (Build, Operate, Transfer) — classical variant
of concessions when concessioner is building and
operating an object (beneficially owned) at his own
expense and risk (sometimes the expenses can be divided
between state and concessioner).

ROT (Rehabilitate, Operate, Transfer). Thisscheme
issimilar to previous one except of building an object it
involves arehabilitation of already-existing object.

BTO (Build, Transfer, Operate). The main
characteristic of this scheme is that right after an object
is built the concessioner should hand it to state property.
And after that he starts operating for compensation for
expenses and receiving of profit according to the
contract.

BOOT (Build, Own, Operate, Transfer) and BOO
(Build, Own, Operate) — one of the most unpopular
concession schemes that are rarely used. In thisoccasion
the concession contract is signed on uncertain term or
property rights on object are kept on continuing basis.

BOMT (Build, Operate, Maintain, Transfer) —
specific form of concessions that is used in gas pipe
building and operating.

DBOOQOT (Design, Build, Own, Operate, Transfer).
Under thiskind of contract private partner is responsible
not only for infrastructure object building, but aso for
its design.

DBFO (Design, Build, Finance, Operate) in this
occasion it is mentioned that business has a financial
responsibility for building infrastructure objects.

Almost all the schemes of concession mean that
the government keeps the rights of owning, operating
and assets managing (strategic). The exceptionis“B0OO”
scheme when the object is in private partner property
for uncertain term.

Therefore cooperation between government and
private sector has long-term character [2, p. 8 — 12].

4. Production sharing agreement. This form of
partnership between government and business is quite
similar to traditional concession, but has its specifics.

5. Joint ventures — widespread form of
cooperation, which can be established if form of joint
stock company or joint companies with share
participation.

It should be mentioned that during the past few
years the sectors of PPP are widening and forms of
partnerships are developing rapidly.

Thus, at first concession contracts were used for
building highways, parking, providing municipal heating
and now the sectors where PPP project are spread are
national defense, education, cable TV, some kinds of
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municipal transport. In some countries the private sector
builds hospitals, schools and other public objects and
then operates them.

As we can see the practice of public-private
partnerships is rapidly spreading in many countries and
regions. The fundamental reason that enables partnerships
establishing is understanding of the fact that private and
public sectors have unique characteristics. The mix of
these characteristics gives the synergetic effect.

Concerning the role of PPP in increasing the global
competitiveness|level.

Many researchers and research organizations pay a
great attention to competitiveness. The reasonsfor that are:

— First, the role of international trade isrising. As
aresult there is an idea that living standards depend on
ability to export.

— Secondly, the mobility of capital among countries
isaso rising.

— Thirdly, there is a big difference between the
level of international trade development and economic
growth, at the same time the East-Asian countries
demonstrate the outperforming development.

— The fourth is that the popularity of different
international rankings of competitiveness isincreasing.

— And finally, the power of globalization and
technological progress have made the competition among
national and foreign companies more intensive.

In thisenvironment the basic resourceis knowledge
that changes the nature of competitive advantage.

Foremost competitiveness is the ability of firms to
remain profitable by delivering the products and services
that consumers desire. Competitiveness is best
understood as a process rather than a onetime event, i.e.
it's kind of comparison of the individual firms
performance. This means that enterprises become more
competitive by constantly being observant of other firms
and by persistently striving to do business better. As a
consequence some part of firms goes out of market,
while others prosper, and new ones emerge.

According to this approach competitiveness is
category of micro level. Such definition enablesfocusing
on firms as main generators of growth for market
economies. Competition and searching of profit are the
most important motivation factorsin the market economy.
Competition forces companies to use the cheapest ways
of production and improve the quality of their products.

In the competition process firms aims to raise the
productivity of labor forces, i.e. the effectiveness that
transform resources in added value. Productivity
increasing is a key aspect of competitiveness. The
productivity of labor forcesisincreasing under conditions
of interaction of complementary mechanisms:
effectiveness increasing and technological progress.

Therefore country’s competitiveness mainly based
on competitiveness of business. As aresult aquestion of
government role in forming country’s competitiveness
appears.

The key role of government is to create a well-
functioning market economy, which is synonymous with
a competitive economy. In the modern context a well-
functioning market economy istheresult of a partnership
between the government and business.

As a matter of fact vital spheres of social and
economic life requires system synchronize approach and
modern managerial decisions.

Therefore the ultimate goal of partnership is to
increase living standards and as a conseguence to catch
up other countriesin thetechnological and revenuelevel.

That iswhy public-private partnership isan effective
instrument of achieving sustainable economic
development and global competitivenessfor every national
economy.

Conclusionsand perspectivesfor thefuture research
in this area.

The relevance of PPP and its positive effect on
realization of social projects and increasing
competitiveness is apparent and doubtless. Many
politicians, entrepreneurs, national and foreign experts
pay agreat attention to this phenomenon.

Many countries that have understood all the
advantages of such cooperation were ableto reform their
economic systems and solve problems effectively and
comparatively quickly. Asaresult they achieved high level
of global competitiveness. The experience of these
countries gives us a certain indicator of success of such
cooperation. Thereforeitisanecessity tolearn theoretical
and methodological aspects of public-private partnership
and realization of projects under this format. Nowadays
it is an essential condition for creating well-functioning
market economy.

Thereisagreat potential for PPP projectsin Ukraine.
Themajority of infrastructure objectsaretechnologically
lagged and outworn (roads and railways, sea ports and
airports, municipal heating systems, water systems,
waste utilization systems, etc.). All those problemsrequire
huge financial injections, attraction of new technologies,
logistic experience and brand new managerial skills for
realization of projects.

The central government and local authorities have
not enough money and experience for that. Especially,
the situation becameworthier in the conditions of financia
and economic crisis. So this intensifies research of
partnership based on cooperation with business.

In Ukraine the PPP format of cooperation is rare
phenomenon. Low investments attractiveness and
political instability push away serious investors.
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Another reason for low level of using PPP is
imperfection of legislation in this area. Also as negative
factors should be mentioned — negative attitude of
population and local authorities to private investors,
absence of criteria that examines the effectiveness of
such projects, overestimated expectations for this form
of cooperation, uncertainty of government standpoint at
budget support of projects in the PPP format.

To change this situation it is needed to improve
institutional, regulatory environment, methodol ogical
support concerning PPP projects; make an inventory of
possessions; implement pilot PPP projects; have a
dialogue with consumers; learn the best international
practice; stimulate private investors to take part in
infrastructure projects.
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Tulku Y. I. Providing Competitive Growth of
Ukrainian Economy in a Global Environment by
Using Public-Private Partnership

In this article the public-private partnership is
considered as an effective model of cooperation. The
author represents the basic terms of PPP, its forms and
models and analyses the role of such cooperation in
global competitiveness performance of national
economies.

Key words: public-private partnership, global
competitiveness of nations, sustainable economic
development.

Tyabky 5. 1. [lep;kaBHO-IpUBaTHe NAPTHEPCTBO
SIK YUHHMK MiIBMIIEHHS IVI00aJ1bHOI KOHKYPEHTO-
CIIPOMOKHOCTi eKOHOMIKH YKpaiHu

VY cTarTi po3rISIHYTO OCHOBHI IOHATTS IEP’KaBHO-
MIPUBATHOTO NMAPTHEPCTBA, Horo GopM Ta Mojeneii. As-
TOP aHaI3ye BILUIMB peaizallii IpOeKTiB HAI[lOHATLHOTO
3HaveHHs y popmari 111 Ha piBeHb TI100aTHHOT KOHKY-
PEHTOCIIPOMOKHOCTI KpaiH.

Knrouogi cnosa: nepxaBHO-TIpUBaTHE HApTHEPCTBO,
CTaJIMH eKOHOMIYHHH PO3BHUTOK, INTOOAIFHA KOHKYPEHTO-
CIIPOMOXHICTh KpaiH.

Tyabky S1. U. T'ocynapcTBeHHO-4acTHOe HapT-
HEPCTBO KakK (paKkTOp MOBBINIEHUS [JI00ATbHOI KOH-
KYPEHTOCHOCOOHOCTH SJKOHOMUKH YKPAUHbI

B crartbe paccMaTpuBaroTCsi OCHOBHBIE TTOHSTHS T'O-
CYJapCTBEHHO-YaCTHOTO MapTHEPCTBA, ero GopM U Mo-
Jeneit. ABTOp aHAIU3UPYET POJIb IPOEKTOB HALUOHAIIb-
HOH 3HauuMocCTH B (popmare ['UI1 B noBBImICeHNH T100aITH-
HOU KOHKYpPEHTOCIOCOOHOCTHU CTPaH.

Kniouesvle cnosa: rocyqapcTBEHHO-4aCTHOE HapT-
HEPCTBO, yCTOWYMBOE SKOHOMHYECKOE Pa3BUTHE, TII00AITB-
Hasi KOHKYPEHTOCIIOCOOHOCTb CTPaH.
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