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Визначено, що необхідність подолання системних викликів, що стоять перед українською економікою, та забезпечення сталого розвитку громад 
вимагають формування нових ефективних механізмів і форм взаємодії владних і підприємницьких структур, що базуються на балансі інтересів і 
принципах максимізації взаємних вигід. Обмеженість інвестиційних ресурсів держави унеможливлює належне фінансування регіональних соціально-
економічних проєктів і розвитку інфраструктури. Вирішенню означених проблем, особливо в несприятливих макроекономічних умовах, історично 
у  світі виступали можливості державно-приватного партнерства (ДПП) як форми взаємодії бізнесу і влади. Приватний сектор прагне, як правило, 
до зростання прибутку; одержання більшого обсягу ресурсів для ведення бізнесу через залучення державних ресурсів; підвищення ефективності 
використання своїх ресурсів за рахунок ефекту фінансового левериджу при злитті власних ресурсів з ресурсами держави; створення певного на-
бору гарантій і преференцій; зняття бар’єрів, що перешкоджають його розвитку. Зроблено висновок, що специфіка державної та комунальної 
власності, обмеженість бюджетного фінансування об’єктів соціальної та інфраструктурної сфери, а також необхідність ефективного вирішення 
соціально-екологічних та економічних проблем зумовлюють необхідність впроваджувати моделі ДПП на практиці. Україна вийшла на траєкторію 
розвитку ДПП, що слугує передумовою забезпечення самодостатності держави та її територіальних громад. Його курс є цілком розумним, оскільки 
він ґрунтується на відповідних змінах законодавчої бази та створенні допоміжних підрозділів для сприяння реалізації та розвитку ДПП. Основними 
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сферами реалізації проєктів ДПП є великі інфраструктурні об’єкти (виробництво електроенергії та тепла, очищення води, поводження з відхода-
ми, дороги) та соціальне життя (охорона здоров’я та дозвілля).
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Introduction.The Ukrainian economy is facing systemic 
challenges which it needs to overcome to ensure sustainable 
development of its communities. This requires working out 
new effective mechanisms and forms of interaction between 
the government and businesses that would balance the inter-
ests and rely on the principles of mutual gain maximization. 
The limited investment resources of the state render it impos-
sible to properly finance regional socio-economic projects and 
develop infrastructure. Historically, it so happened that the 
world would tackle the above problems, especially under unfa-
vorable macroeconomic conditions, using the potential offered 
by the public-private partnership (PPP) as a form of interaction 
between the public and private sectors.

Analysis of Research and Publications. The scientific 
community devotes much attention to the development of the 
government-business interaction theory. The recent studies of 
the institutional foundations and economic efficiency of PPPs 
find reflection in the works of such national and foreign ex-
perts as S. Bruun-Nelson [5], H. Van Ham [18], V.G. Varnavsky 
[19], B. Vynnytskyi [22], K. Greve [9], and others. Some studies 
clearly indicate that the private sector is often more efficient in 
rendering higher performance than the government and that 
combining the public and private efforts can achieve better 
cost-effectiveness and higher quality services for the citizens [3; 
8]. The financial crises of recent years made the governments 
seek out and test new ways to achieve more effectivey, efficient 
and sustainable solutions. Such solutions proved to be partner-
ships with the private sector, which in their turn resulted in re-
visions of and changes in the PPP policies of many developing 
and developed states [2; 4]. 

PPPs are increasingly viewd as revolutionary change 
in addressing public needs and ensuring public interests as 
they rely extensively on shared responsibility and bottom-up 
approach [17]. As a result, a PPP can be now called a major 
infrastructure procurement method integrated in the relevant 
policies of many countries around the world. This is mainly 
due to their ablity to effectively and efficiently address the ever 
growing demand for implementation of infrastructure proj-

ects, which is largely conditioned be the population growth 
[4]. As for the benefits for private partners, PPPs offer them 
access to alternative funding and expertise from the public 
sector [10].

Purpose statement.The purpose of this study is to in-
vestigate the theoretical foundations of public-private part-
nerships, determine the legal basis and pre-requisites for PPP 
development in Ukriane, and study the current state and pros-
pects thereof.

Materials and Methods. The materials used for the pur-
poses of this study were the PPP-relevant laws and regulations 
of Ukraine and the publications featuring the main principles, 
advantages and practices of PPP from around the world, with 
particular focus on those from the developed countries.The 
method applied was that of data analysys.

Results. The term «public-private partnership» means 
partnership between businesses and the government which 
combine their efforts to implement socially important projects. 
In developed countries, this type of partnership has retained 
the interest of the government and society enabling its integra-
tion in the modern socioeconomic system and public adminis-
tration processes.Today, public-private partnerships are in use 
in such countries as Austria, Sweden, Great Britain, Ireland, the 
Netherlands, the United States, France, Germany, and others. 
There is a wide range of PPP business models in place there. US 
municipalities, for instance, use cooperation between govern-
ment and business on a regular basis. Out of 65 basic types of 
municipal activity (water supply, sewerage, garbage collection, 
school education, parking, etc.), 23 directly involve commercial 
firms. UK PPPs are always the subject of heated debate in the 
country when it comes to implementing projects of national 
importance (Eurotunnel construction, the Tube, new railways, 
and the like).

France has a PPP tradition of «mixed economy societies» 
and uses concessions. The legal grounds for the mixed economy 
societies go back to 1966 and 1983, and their distinguishing fea-
ture is that the law requires that the public sector and the local 
government should have a larger share in equity of the mixed 
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economy society and therefore play a major role in its manage-
ment. Limited financial resources at the federal level, in the 
lands and municipalities catalyze the debate as to involving the 
private economy in implementation of public projects [9; 15].

In the most general sense, the term PPP denotes any 
combination of resources of the public and private sectors for 
the purpose of satisfaction of social needs. PPP refers to an ar-
ray of forms of medium- and long-term interactions between 
the government and the private sector that serve to solve so-
cially significant problems on a win-win basis. However, de-
spite agreeing on understanding of the general features of PPP, 
the national laws specify the specific features in its definition, 
forms, levels of development and scope particularly applicable 
to their national economies. The world practices have used var-
ious organizational and legal forms of PPP: concession; rent; 
product sharing agreement; service contract; management 
contract; contract for provision of public services and execu-
tion of works; construction contract; public contract (for sup-
ply of products for public needs); technical assistance contract; 
contract for operation and transfer; post-privatization support 
contract; state equity in business structures; private equity in 
state-owned enterprises (joint ventures). in Some scientific 
publications interpret PPPs as a special form of privatization, 
or as an alternative thereto [19].

The public party benefits from a public-private partner-
ship mainly in terms of: reduction of costs for provision of 
services, investment boosting, efficient property management, 
saving on financial resources of the state, use of the private 
sector’s successful practices of doing business, risk sharing, in-
frastructure improvement; development of forms, creation of 
jobs, etc. The benefits of a public-private partnership for the 
private party include: attracting budget funds to the project, 
access to the previously restricted areas of economy, expanding 
the scope for soft loans under state guarantees from interna-
tional and national financial institutions, simpler interaction 
with state licensing authorities, enhancement of the project 
status due to the state’s participation in it, infrastructure im-
provement, project risk allocation. 

However, one should not overlook the fact that there is a 
certain threat to effective PPP development. Compared to oth-
er funding mechanisms, in a PPP, partners may pursue different 
goals and have different motivation. Ideally, the state’s interest 
lies in higher volumes and better quality of the public goods. 
Yet, lack of effective democratic institutions and the political 
market immaturity enable government officials to seek to use 
PPPs for personal gain.

The private sector aspires to increase its profits, to access 
public resources to be used for doing business and expanding 
its scope, to increase efficiency of own resources through fi-
nancial leverage achieved from merging private and public re-
sources; to create a set of guarantees and preferences and to re-
move barriers to the private sector development. Development 
of the regulatory framework for PPP can help eliminate the 
threat to PPP development conditioned by the difference in the 
interests pursued by the government and the private sector. It 
is not too long ago that the national practice of economic man-
agement received the legal grounds for the organizational and 
legal framework of public-private interactions. Thus, in 2010, 
the Law of Ukraine «On Public-Private Partnership» was ad-
opted [20]. Later, the prospects of PPP development in Ukraine 

found reflection in the Concept of Public-Private Partnership 
in Ukraine for 2013-2018 approved by the Order of the Cabinet 
of Ministers of Ukraine [6]. Another important development 
was the adoption of the Law on Concession in 2019 [21] and 
creation of the dedicated agency designed to support and pro-
mote PPP projects implementation in Ukraine [1].

The Law of Ukraine “On Public-Private Partnership” de-
fines a PPP as «cooperation between the state of Ukraine, the 
Autonomous Republic of Crimea, territorial communities rep-
resented by the relevant authorities that […] manage the public  
property, local governments, the National Academy Sciences 
of Ukraine, national branch academies of sciences (public part-
ners) and legal entities, with the exception of state and munici-
pal enterprises, institutions, organizations (private partners), 
that is carried out on contractual arrangements […] and has 
the characteristics of public-private partnership» [20]. 

According to this Law, the PPP characteristics include: 
granting the rights to manage (use, operate) an object of part-
nership or acquisition; creating (building, reconstructing, 
modernizing) a PPP object with further management (use, op-
eration); transferring some risks to the private partner; contrib-
uting private investment into the objects of partnership. The 
PPP duration can range from 5 to 50 years (Ibid.). The main 
PPP principles are equality before the law of public and pri-
vate partners, prohibition of any discrimination, agreement 
of public and private interests for mutual benefit, ensuring 
of higher efficiency as compared to the scenario without the 
private partner’s involvement, fair distribution of PPP risks be-
tween the public and private partners, competitive selection of 
the private partner. PPPs can be implemented as concessions, 
property management, joint activities and other types of con-
tracts. PPP objects can be the existing (particularly, reproduc-
ible) objects that are in state or municipal ownership, including 
subsurface site, or those to be created or acquired under the 
PPP contract. PPPs can be financed from the financial resourc-
es of the private partner, the funds borrowed in accordance 
with the established procedure, the funds of the state and local 
budgets, as well as other sources which are not prohibited by 
law (Ibid.). In this case, the private partner for conclusion of 
the PPP agreement (agreements) is determined exclusively on a 
competitive basis, except as otherwise provided by law. The law 
stipulates that public-private partnership in Ukraine applies in 
such areas as prospecting, exploration of mineral deposits and 
their extraction, except for those carried out under the terms 
of production sharing agreements; production, transportation 
and supply of heat and distribution and supply of natural gas; 
construction and/or operation of motorways, roads, railways, 
runways at airfields, bridges, overpasses, tunnels and subways, 
sea and river ports and their infrastructure; engineering; water 
collection, purification and distribution; health care; tourism, 
recreation, recreation, culture and sports; ensuring the func-
tioning of irrigation and drainage systems; waste management, 
except for collection and transportation; production, distribu-
tion and supply of electricity; real estate management; provi-
sion of social services, management of a social institution; pro-
duction and implementation of energy-saving technologies, 
construction and overhaul of residential buildings completely 
or partially destroyed as a result of hostilities in the territory 
of the anti-terrorist operation; provision of educational and 
health services; management of architectural monuments and 
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cultural heritage. The government may also decide to apply 
public-private partnership in other area, except for the types of 
economic activity that the law prescribes to be carried out by 
state enterprises, institutions and organizations [16]. The state 
policy in PPP support in Ukraine primarily relies on the insti-
tutional approach to addressing this issue. To encourage and 
promote PPPs in Ukraine, there have been created a designated 
subdivision at the Ministry of Economic Development, 

Trade and Agriculture of Ukraine and a public organiza-
tion “Agency for Public-Private Partnership Support”. Their goal 
is to acquaint project initiators from the public sector with the 
processes of initiation, preparation and implementation of PPP 
projects. According to the Investment Department at the Min-

istry of Economy of Ukraine, as of 01.01.2021, there were 192 
PPP agreements concluded by the central and local executive 
agencies in Ukraine, of which 39 are being implemented (29  of 
them being concession agreements, 6 – joint venture agree-
ments, and 4 – other types) and 153 are not being implemented 
(118 are not being executed, 35 – terminated/expired) (Ministry 
of Infrastructure of Ukraine, 2021).The PPP projects currently 
in implementation in Ukraine come from such important areas 
as electric power and heat production, water treatment, waste 
management, roads, health care and leisure (See Fig. 1). 

And it is a considerningly a good sign because the rel-
evant legal framework is being texted in diverse environments 
and covers all the major shepres of life. 
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Fig. 1. PPP agreements being executed in Ukraine as of 01.01.2021 [12]

According to the recently adopted Law of Ukriane «On 
Concession» [21], a concession project is to be implemented 
between five and fifty years. It, however, does not apply to 
agreements related to construction and operation of roads, for 
which the minimum term of the agreement is ten years. Prac-
tice shows that the project will either start working within this 
period, or there is no chance of success, and the public party 
will initiate the process of property hand-over. When going for 
a concession agreement, it is worthwhile taking into account 
the most common reason for failures in such ageements, which 
is mere lack of active action to launch the project. The require-
ments of the effective laws determine that concession and PPP 
agreements rely on the principles of opennes, equality and 

non-discrimination. On the background of the decentralization 
reform taking place in Ukraine, the main direction in develop-
ment of effective mechanisms for implementation of PPP and 
concession projects is through improvement of the regulatory 
and legal framework [11].

The economic literature mentions various PPP forms 
and models [13; 22]. V. H. Varnavsky [19] points out that PPPs 
can take many forms, including various types of contracts: con-
tracts that the state enters into with private organizations for 
execution of works and public services, management and sup-
ply of various products to satisfy public needs; technical assis-
tance contracts; lease contracts that provide for transfer by the 
state for lease to the private sector of its property (buildings, 
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structures, production equipment) and production sharing 
agreements; public-private enterprises; concessions. The effec-
tive legal framework and practices of doing business in Ukraine 
show that the main forms of public-private partnership are as 
follows: service contracts, concessions, financial leasing, rent, 
joint ventures (public-private) and production sharing agree-
ments [13]. The PPP practices in the developed countries dem-
onstrate that the public-private partnership scenarios find re-
flection in different models depending on the form of participa-
tion in them, as well as the ownership type of the object under 
the contract, risk sharing, cooperation duration, etc.

According to S. Davies [7], there are five main PPP mod-
els: greenfield projects, divestiture, concessions, management 
and outsourcing contracts, and leasing. And each model can 
be executed in a variety of PPP forms depending on the specific 
conditions of each particular project and the specific nature of 
a particular industry. At the same time, it is important to re-
member that a PPP is an alternative to privatization of state and 
municipal property that combines the advantages that both 
the public and the private sectors can offer. Among such are 
social and environmental responsibility; public accountability 
and prioritization of environmental standards observance in 
nature management in business activities; the entrepreneurial 
approach to the development of financial resources and the use 
of innovations in production management.State or territorial 
communities usually cannot organize a profitable business in 
quite a few sectors of economy themselves, and they are limited 
in their financial and production resources. The limitations of 
the regional development budget hamper provision of an ad-
equate financial and economic framework for sustainable eco-
nomic and ecosystem-based management at enterprises.

It is impossible for the state, the private sector, or non-
profit structures alone (independently) to achieve the diverse, 
and sometimes even conflicting, priority goals in management 
at the level of territorial communities that comply with the 
principles of the public policy.

PPP models are varied. They determine the main phases 
of cooperation covering creation, ownership, operation and 
transfer of facilities. Thus, BOT (Build-Operate-Transfer) 
means that the concessionaire creates an object at their ex-
pense in exchange for the right they are granted upon comple-
tion of construction to operate it for a period sufficient to en-
sure return on investment. Once this period expires, the object 
is handed over to the state. The concessionaire has the right to 
use, but not the ownership of the object whose owner is the 
state.Under the BOOT (Build-Own-Operate-Transfer) model, 
the private partner is granted the right to both use and own 
the object for the term of the agreement, upon expiration of 
which it is handed over to the public authorities [14]. Consid-
ering that the legal framework in Ukraine is still comparatively 
young, and the practice of PPP and concession projects in the 
country cannot boast successfully executed projects that have 
gone through all stages of a full-fledged PPP or concession proj-
ect, the “SPILNO” PPP Management Office was created at the 
Ministry of Infrastructure of Ukraine in 23016 with the assis-
tance of the Western NIS Enterprise Fund. Its main objectives 
are to ensure timely and effective launch and development of 
the PPP mechanism in Ukraine, to help change the Ukrainina 
legislation, and to see to the implementation of the first three 
pilot PPP projects in the country.  While the aspirations and 
attempts of Ukraine to adapt and implement PPP practices are 

applaudable, they may not be enough to ensure a success in this 
undertaking. PPP projects are rather complicated and long-
term and require that the private partners, as well as inter-
national financial institutions have a sufficient degree of trust 
in the government of the country to venture engaging in such 
projects. This may constitute a solid challenge considering the 
still unresolved conflict brewing in the east of Ukraine and the 
tendency to dramatically changing the governments every five 
years when elections take place. Another reason for concern 
is the fact that there have been no successful examples of PPP 
projects implementation. Understandably, no precedents may 
mean certain reluctancy from the private partners to be pio-
neers. On the bright side, though, the country has managed to 
at least start a few PPP projects, which is a good sign, all things 
considered. How many of those will see its successful comple-
tion, time will show, but the foundation has been laid. 

Conclusions. The specific nature of the state and mu-
nicipal property and the limitations of the budget funding for 
social and infrastructure facilities, as well as the need to ad-
dress socio-environmental and economic problems in an ef-
fective and efficient way determine the need to imtroduce PPP 
models into practice. Ukraine has embarked on the trajectory 
of PPP development as a pre-requisite for ensuring self-suffi-
ciency of the state and its territorial communities. Its course is 
reasonably sensible because it strated with the relevant changes 
in the legal framework and creation of the supporting units to 
facilitate the PPP implementation and development. The main 
spheres the PPP projects are being implemented are major in-
frastructure facilities (electric power and heat production, wa-
ter treatment, waste management, roads) and social life (health 
care and leisure). 
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