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Abstract

The article reviews the main issues and perspectives of the public-private partnerships in the Russian Federation.
The aim of the work is to optimize the region concession project management system for the subject of the
Russian federation on basis of the instantiation of concession procedure. The authors suggest the algorithm of
concession organization in Perm Krai (region of Russia), taking into account the main components of the
concession project management system such as: the objectives, the concept, the objects, the subjects, the factors
and the toolset. The main attention is paid on the methodical recommendations on the integral efficiency of the
concession project management in the conditions of the economic and social region development. The suggested
approach to the region concession management mechanism can be used by the region government to work out
the management strategies of concession projects and make out the normative methodical base.
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1. Introduction

The modern social economic development strategy of Russia involves the innovative development and rise of the
national economic competitiveness. These goals can be realized only with the using of the new management
mechanisms. This tool is public-private partnership (PPP), which is used as well as government contracts in the
economic developed countries and in Russia (32; 35).

Public-private partnership involves a contract between a public sector authority and a private party, in which
there is a realization of public projects in different branches of economy: transport, water and power sectors (7;
15), public utility, construction sector (36), health care (2; 37), education (11) and others. The infrastructure
concessions have the largest dissemination (14; 23; 38). Public-private partnership is widely used in solving
city’s and large agglomeration’s development problems (3; 8; 20; 27), urban infrastructure (18), urban
regeneration (6; 12; 19; 21; 24), urban land-use and revitalization (5; 9; 22; 31), in making large innovative
projects in large urban development projects (10; 13; 30) and others.

The main tool of public-private partnership is a concession, which is used, when the government is interested in
a private company to carry out investments in property complexes, but at the same time supposes to keep the
right of property. The state strategies and programmes, based on using only budgetary funds, cannot afford to
realize the large-scale strategic projects. But the public-private partnership expose the concessionaire a potential
risks over the long concession period and the concessionaire may not be able to recover the large initial
investment and obtain a reasonable rate of return if significant difficulties occur in the concession period (4; 34).
This very actually for Russia.

2. Background

The world statistics show that, in the period of 1990-2011 in EU more than 1500 public-private partnership
projects, estimated at more than 280 billion Euros were realized. In 2011 more than 110 projects, estimated at
more than 20 billion Euros were made, while education and health care amount to 30%. Contractual agreements
between public agencies and private companies in the form of public-private partnerships have proven to be
beneficial to both the public and private sectors (17). In Russia a concession is used in an infrastructure, urban
regeneration, agriculture, public utility and in the sphere of economic security of territory (16; 25; 26; 28; 33).
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While the projects, connected with medicine do not take the main place, which is a feature of the developing
countries at all. That is why the rise of the development of concession healthcare projects is being expected in
the future in the experts’ opinion (1). We assign the main development problems and perspectives of a
concession in social sphere in the Russian regions and urban territory's by the example of the possibilities
assessment of using the concession management mechanisms in the healthcare entities in Perm Krai (region).

Nowadays the relation configuration between a public authority and a private party within the framework of a
concession agreement is determined in the legislation of Russia. At the Federal level it is regulated by the federal
law N 115 of July 6, 2005 “A concession agreement”. At Perm Krai the level of government regulation N 887-p
“Making a concession agreement” was adopted on November 13, 2010. There is also the municipal bill of Perm
City of October 28, 2008 “The concession agreement in relation to real property of Perm City”.

Thus, public-private partnership is statutory in the territory of Perm Krai and is the second widespread form of
the interaction between government and private business after government contracts. The issues of using
public-private partnership in Russia and in Perm Krai as well were researched earlier in our works. We are going
to consider the perspectives of using PPP in the healthcare field.

3. The Development Innovative Investment Process in Health Care

The key mechanism of public-private partnership in health care is an innovative investment process activation,
which should be supported through:

1) investing in the infrastructure of health care from the different budgets.

2) providing private investors, willing to involve in concession health care projects, with government guarantees
3) attracting the foreign investments through negotiations with potential investors.

4) attracting and organizing brand-new investment, venture funds, involved in a concession partnership.

The realization of the projects with the help of the world medicine equipment manufacturer companies in the
territory of Russia allowed to make concession agreements in many regions. In 2009 in the territory of Perm Krai
the social infrastructure entities were transferred into concession, and in 2010 the first open competition on
transferring a vacant property of 1328.5 sq. m. into a concession agreement was announced. The expected
investment is not less than 82.5 million rubles, the reconstruction dates is not more than 240 days on the terms of
rendering of the free medical services within the whole concession agreement period.

A concession agreement should be mutually beneficial for both sides. As the result of the project realization the
concessor has benefits such as new modern institutions modernization and reconstruction of healthcare
institutions. The government keeps the control rights over these institutions during the modernization and
reconstruction. Nowadays a concession is divided into three types:

1) the infrastructure entity which cannot be privatized;
2) the new entity or theirs complete modernization;
3) the managing municipal property.

A concessionaire’s benefit is an attracting new clients (in the health care field is through making medical
insurance). The benefit for people is a probable medical service quality improvement. The main issue of the
work is the effective concession procedure organisation problem. Any social economic process has definite
stages, which represent management mechanism with the aim of making management decisions to meet the
targets. A concession procedure is consisted of four main stages (see Figure 1).

A concession procedure is an ordered activity of the concession management participants, consisted of the
definite stages and carried out on the basis of concession projects realization for the purpose of improving the
efficiency of a social economic system of a territory (29).

The authors consider a concession project management system as the collection of the interrelated elements of
the concession management, which undergoes the successive stages of complication and differentiation in its
own development for the purpose of accepting rational management decisions.

258



www.ccsenet.org/ass

Asian Social Science

| The justification for the selection of an entity and a concessienaire I

¥ ¥
l Entity Selection l | Concessionaire Selection ]
{
‘ * 'L The market analysis l
On the basis of Check the The = =
primary data the registration of | determination of The expert potent]gl candidates
appropriateness the property the common assessment according to the
of using rights on a goals, the definite standarts
woncession for concession objectives and
satisfying needs entity the activities Making preliminary agreement
is determined with the selected
concessionaire

J_ L
The preparation of a project concession agreement

y

Study of project
financing mechanisms

J L

| The realizatlon of a concession preject and the current control |

Elaboration of
competition documents

Documentation and
determination of project features

—

¥ ¥
I The performing of concessionaire’s duties [ | The performing concessor’s duties ]

The activities, assessed with the quantitative and qualitative mcasures on basis
of the current monitoring of an independent body

1

| The assessment of the concession project efficiency J

| The integral assessment of the project efficiency l
t
v i 3
L Budgetary efficiency I I Social efficiency ’ [ Commercial efficiency |

| The accordance of a project result to the stated goals |

Figure 1. A concession procedure

Vol. 10, No. 24; 2014

A concession procedure includes four steps: the justification for the selection of an entity and a concessionaire;
the preparation of a project concession agreement; the realization of a concession project and its current
monitoring; the assessment of the integral efficiency. The components of the regional concession project

management system see in Figure 2.
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Figure 2. The regional concession project management system
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4. The Management System of Regional Concession Projects

Within the framework of systems approach and multi-functionality the authors suggests the system of the
regional concession project management with the objectives:

1) determination of priorities of social economic development in the healthcare field;

2) obtaining authentic and impartial information about the activities in the healthcare field by using accounts;
3) determination of system of the measures, defining the effectiveness of stated objectives;

4) determination of the factors, causing risks to the system of healthcare institutions;

5) provision of the available information for the concession agreement participants and publicity.

The main principles of the regional concession project management are: the principle of innovativeness, the
principle of priority, the principle of reflection, the principle of continuity, the principle of purposiveness, the
principle of system.

Taking into consideration the specific of the healthcare system, the objects of the regional concession project
management system are the healthcare infrastructure entity and the vacant hospital and clinic buildings. The
subjects are the concession agreement participants- concessor and concessionaire. In Perm Krai concessors can
be the Ministry of Healthcare and the Ministry of Property and Land. They are responsible for the regulation in
this field and its property complex. They must provide concessionaires with the guarantees in the case of the
legislation and tariffs changes, according to those a concessionaire services the consumers. Concessionaires can
be the Russian as well as the foreign legal entities, and the entrepreneurs, who are interested in such an
agreement in order to get an income.

The full-scale process of the regional concession project management is supplemented with the natural process,
the evolution of social economic and political processes, the security threat to society, the development of
positive changes, i.e. the factors, which accelerate or hamper the process dynamics.

The main element of any social economic process is the toolset. The regional concession system of management
presented with the weak legal and methodical bases. In order to provide the concession with the effective
functioning and the further development, the regional authorities must take a number of stimulating measures
such as the working out the long-term concept of concession relationships development, included the goal, the
objectives, the principles, the mechanisms and the tools of development.

The methodical base should be organized through making up the assessment methods of efficiency of realization

of program and other activities, including the assessment of budgetary, social and commercial efficiency. That is
why the following should be taken into account:

The budgetary efficiency rate of the projects of concession agreement is determined as the ration of discount tax
revenue to the discount volume of investments.

The social efficiency rate is determined as the share of gross regional product volume of the project, being
realized within the all years in the subject of the Russian Federation, which can be ensured as the result of
concession agreement realization (see Formula 1).

VA = EBITDA + Sal + Rent 1)
EBITDA is Earnings before Interest, Taxes, Depreciation and Amortization;
Sal is a salary of the members of concession project;
Rent is a concession payment.

The commercial efficiency rate is determined with the help of the net value, the internal rate of return and
discounted payback period.

5. Conclusions

The conceptual approach of the development of the management system of concession projects of the region
anticipates the formation of the mechanisms, consisted of the modules of goals, the principles, the objects, the
subjects and the toolset. The functioning of these modules should be focused on the main stages of the
concession procedure and the meaning of the project for the region. It is necessary to pay attention to the
methodology of the calculation of efficiency of management. It is considered as the considerable tool of the
measurement of quality not only of the management of public-private partnership projects, but also of the whole
regional economy.
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