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B ceco0HAWHeU CNOXHOU 3KOHOMUYECKOU Ccumyayuu 20Cyo0apCmseHHO-4acmHoe
napmuépcmso 8 Kazaxcmane Mmoxem cmamb B8nosHe npodyKmusHoU Gopmot
compyoHuyecmsa 2ocyoapcmsa u 6uszHeca. Imo 00ycnosneHoO mem, UmMo 8
YCN0BUAX KPU3UCA CMAabUNbHOCMb CNpoca €O CMOPOHbL 20Cy0apcmsa ABNAeMCA
KNIOUeBbIM UHCMPYMEHMOM OJIi CHWKEHUA PUCKOB UHBECMUPOBAHUA U NOCMPOeHUA
008epus Co CMOPOHbI KpedumHbix opeaHusayull. 00HAKO HeCMOMpA HA NPUsHAHUe
OaHHoOUl (hopmbl compyOHUHecmBa B8 3apYyOeXXHbIX CMpaHax B8 Kadecmse O00HO20
U3 BWKHEUWUX UHCMPYMEHMOB8 NOBBIWEHUA HAYUOHANBLHOU (U pecuoHaIbHOU)
KOHKYpPEeHmMocnocobHocmu, BHeOpeHue B8 NPAaKMuKy MexXaHU3MO8 20Cy0apCcmBeeHHO-
yacmHozo napmuépemsa 8 Kasaxcmare npoucxodum oyeHb MedneHHo. HepewéHHocmb
pA0a Memooon02u4ecKUX BONPOCOB, CBA3AHHBIX C Nepexo0oM K NapmHEPCmsy Mexoy
20cy0apcmsom U OU3HECOM, OmCcymcmaue Onblima peanu3ayuu maxux napmyeépcms,
Hepassumocms 3aKOHOOaAmesnbHOU U HOpMamusHOU 6a3bl HA BCeX YPOBHAX,
6ropoKpamuyecKue npenoHbl 3ampyoHANU PealIu3ayul) 20CY0apCmBeHHO-4aCMHO20
napmuépcmasa 8 Kasaxcmare.

Kniouesvle cnosa: 3KOHOMUKG, 20CYyOapCmMBEHHO-4ACMHOe NapmMHepcmso;
KOHYeCCuU; KOHUECCUOHMblE NpPOeKMbl, MAmpuya 20cy0apcmseHHO-4acmHo20
napmuepcmsa,; Kazaxcman

Introduction

Fundamental changes in the global economy are compounded by geopolitical cri-
sis and sanctions policy of the leading powers, adjustments in economic policy of Re-
public of Kazakhstan. In today’s world, an essential condition for normal functioning of
mixed economy is the constructive interaction of business and state structures. Nature
of this interaction, methods and specific forms can vary considerably depending on ma-
turity and national characteristics of market relations (Chamberlin, 2015; Delmon, 2015;
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Dobrovolskieneé et al., 2017). The state is never free from socially responsible performance
of its functions related to national interests, and business, in turn, always remains the
source and motor of development and increment of social wealth (Mensikovs et al., 2014;
Estache et al., 2015; Shevyakova, 2015; Boronenko & Lavrinenko, 2015; Olefirenko et al.,
2016; Strielkowski et al., 2016; Bordea and Pelligrini, 2016; or Bordea at al., 2017).

In the last decade economies of several developed and developing countries actively de-
velop a special quality of interaction between business and state, called public-private part-
nership. World practice shows that one of the alternative tools provide the necessary financial
base for establishing, upgrading, maintenance and operation of facilities, in an environment
of limited public resources is the mechanism of public-private partnership (hereinafter PPP).

When using PPP there is a possibility of increase of efficiency of mutually beneficial co-
operation between the state and private sector, improving quality of services, accelerating
modernization of infrastructure necessary for diversification of economy. In the development
and implementation of innovative development strategies in advanced Western countries the
importance given to creation of organizational and legal prerequisites for establishment of
partnerships that combine in various combinations of private-industrial companies, universi-
ties, government departments and independent research laboratories for the joint achieve-
ment of specific scientific and technological results (Strielkowski & Bilan, 2016; Jankelova et
al., 2017). In recent years, in developing countries the private sector invests in infrastructure
constantly increasing business participation in the joint government infrastructure projects
bringing good results, for example, facilitation of introduction of new technologies, reduction
of fiscal burden, enhance of control over the clarity of execution of projects.

However, despite the recognition of this form of cooperation in foreign countries one of
the most important tools for improving national (and regional) competitiveness, introduction
of mechanisms of public-private partnerships in the Kazakhstan practice is slow. Pendency of a
number of methodological issues of transition to a partnership between the state and business,
lack of experience of such partnerships, underdeveloped legislative and requlatory framework
at all levels, bureaucratic obstacles hindered the implementation of public-private partnership
in Kazakhstan, which determines the relevance of the study of this problem.

Issues of economic development through novel strategies and business models are
widely discussed in contemporary literature (e.g. Janda et al., 2013; Lisin & Strielkowski,
2014; Strielkowski & Weyskrabova, 2014; Akhmadeev & Manakhov, 2015; Lisin et al., 2015;
Beifert, 2015; Aleksejeva, 2016; Lisin et al., 2016, Gavurova et al., 2017; Monni et al., 2017;
Cirjevskis, 2017; Dobrovolskiené et al., 2017).

The authors of this paper used theoretical and methodological development of inter-
national organizations (IMD, WEF, OECD, UN, IMF, WB, etc.), records of the national statisti-
cal services, and also materials of periodicals.

Methodological approach and analysis

Kazakhstan has accumulated rich experience of economic reform: had to overcome a
lot of difficulties, to correct errors, to eliminate the defects, to review some initial setup.

There were received some positive results of economic reforms: achieved high growth
rates of production, increased the living standards of population. There remains the influ-
ence of braking: it is needed to improve sectorial structure of economy, satisfactory level
of economic efficiency of production.

The leading role belongs to institutional reforms, including real property rights, effective
anti-trust legislation and control over its implementation, strict banking supervision, Depos-
it insurance, etc. in their absence there is a “systemic vacuum”, directly leading to the crimi-
nalization of economic life, growth of clan and shadow economy, growth of non-payments.

The legislative basis for the use of PPPs in Kazakhstan was founded in 1991 as part of the
settlement of relationships arising under contracts of concession. Public-private partner-
ship was regarded as an element of the management of state assets. The main legal acts reg-
ulating these relations was the Civil code of the Republic of Kazakhstan dated December 27,
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1994, laws of the Republic of Kazakhstan dated December 23, 1995 «On privatization» dated
May 13, 2003 «On joint stock companies», dated July 21, 2007 «On public procurement.
The first legal framework governing public-private partnership in Kazakhstan, offered to
investors an only instrument — a concession. For this purpose, on December 23, 1991 there
was adopted the First Law of the Republic of Kazakhstan «On concessions», which was re-
pealed in 1993. It requlated organizational, economic and legal conditions for granting con-
cession facilities only to foreign investors on the territory of the Republic of Kazakhstan.
Concession in its original version was considered as a surrender of the foreign legal entity or
physical person —a concessionaire — lease of property, land, and natural resources. In other words,
concession was determined through the prism of lease contract (property hiring), but also in con-
cession relations could present elements of construction contracts, insurance, labor contracts.
Currently, various state objects are in property hiring (rent of non-residential funds,
equipment, land) or trust management on the basis of concluded contracts.
«Pioneersy of contracts in which there used the term «concessiony are steel transmission
projects in «INTERGAS Central Asia» JSC gas pipeline system of Kazakhstan and concession of
Shulbinskaya, Ust-Kamenogorskaya and Bukhtarminskaya hydroelectric power plants (HPP).

Stage 1. Stage 2. Stage 3.
Preparation Implementation Improvement
Development of state policy in the Development of methodical | Further improvement of models of
sphere of public-private partnership instructions and manuals implementation  of  public-private
partnership

Analysis of legislation Improving the implementation of | Advanced risk management system
models of public-private partnership
projects

Definition of pilot projects portfolio Expanding the scope of application | Advanced project financing system

public-private partnership
Analysis of the prerequisites for the Search for new sources of project | Development of competencies of staff

application of a public-private financing of organizations serving the public-
partnership private partnership
Formation of legislation Elimination of legislative barriers

Establishment of a specialized Formation of an integrated system of | Done
organization = on  public-private public-private partnership
partnership issues

Is being implemented

Will be in the future

Figure. 1. Stages of development of public-private partnership in Kazakhstan
Source: composed by the authors

The key dates for the development of public-private partnerships in Kazakhstan:

e July 6, 2005 — conclusion of the first concession agreement on the project «Con-
struction and operation of new railway line «Shar Station — Ust-Kamenogorsk»;

e December 28, 2005 — conclusion of concession agreement for the project «Con-
struction of interregional transmission line «North Kazakhstan — Aktobe regiony;
July 7, 2006 — adoption of the Law of the Republic of Kazakhstan «On concessions»;
2007 — conclusion of concession contracts for the project «Passenger terminal of
international airport Aktauy, «Railway section Yeralievo — Kuryk», «Electrification
of the railway section Makat — Kandyagash»;

e 2008 — conclusion of concession contracts for projects «Gas turbine power plant in
Kandyagash city of Aktobe regiony, «Railway section Korgas — Zhetygeny;

e July 17, 2008 — adoption of resolution of the Government of the Republic of Ka-
zakhstan on creation of the Kazakhstani center for public-private partnerships in
the form of joint stock companies (PPP Centre) (Decree of the government of the
Republic of Kazakhstan No. 693, 2008);
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e June 29, 2011 — adoption of the Decree of the Government of the Republic of Ka-
zakhstan program on development of public-private partnership in the Republic
of Kazakhstan for 2011 — 2015 (resolution of the Government of the Republic of
Kazakhstan No. 731 2001).

Development of PPP in Kazakhstan can be divided into three stages, presented in Figure 1
above. At the moment, it can be argued that the preparatory stage in Kazakhstan was passed and
we are in the process of implementation of PPP. Furthermore, implementation of some activities
of implementation stage indicating the beginning of active phase of the second stage, namely:

e thereis legislation on concessions;

e on the stage of public discussion of the draft law on some issues of PPP, which will

allow to implement new forms of relations between the state and investor;

e creation of PPP center as a specialized organization for the concession;

e preparation and realization of concession projects.

With the adoption of the new Law of the Republic of Kazakhstan «On concessions» in
2006 (further — the Law), opportunity of transfer on creation of objects of state owner-
ship of not only foreign investors but also to legal entities - residents of the Republic of
Kazakhstan (Law of the Republic of Kazakhstan No. 167, 2006).

The law stipulated legal conditions of concessions, types of state support for the con-
cessionaire and regulation of public relations arising in the process of conclusion, perfor-
mance and termination of concession contracts. Definition of concession based on current
Kazakhstan legislation — transfer under a concession agreement of state property objects
for temporary ownership and use for the purposes of improving and effective operation as
well as the rights to creation (construction) of new objects at expense of means of conces-
sionary or on the terms of co-financing by the concedent with subsequent transfer of such
objects to the state granting of rights of possession to the concessionaire, used for further
operation, as well as provision of state support or without it.

At first glance in the past 15 years has been done considerable work, but currently
there are only 41 existing concession projects: the most significant are railway line «Shar
Station — Ust-Kamenogorsk», power line North Kazakhstan — Aktyubinsk oblast and a pas-
senger terminal in Aktau (see table 1), with most of the implementation of projects start-
ed exactly in 2016. There are also 61 projects that have passed the stage of development
and examination of documentation.

It should be noted that for the period from 2015 to 2017 the situation has changed
for the better and by the state for the first half of 2017 at the regional level there are 335
projects, of which:

e 41 projects (12.2%) — concluded contracts (85.08 billion euro);

e 61 projects (18.2%) — at the stage of the competition / announcement of the ten-

der (0.19 billion euro).

e 233 projects (69.6%) are only at the development stage of documentation, most of
the projects have been submitted for consideration again since 2016.

At the planning stage, according to the scheme of concession there are more than 60
projects in transport and social spheres, with a total projected investment in the construc-
tion of more than 0.19 billion euro, but, in practice, the actual working volume of contracts
made and 10% of the planned amount. Projected distribution of PPP projects by regions
and sectors of Kazakhstan is shown in table 2. This low effectiveness of public-private
partnerships in fairly prosperous years for the national economy cannot but cause con-
cern. A distinctive feature of Kazakhstan is the fact that none of the forms of PPP (except
the simple) are not spelled out in the legislation with a proper degree of completeness,
which would open up the possibility of wide application in the practice of economic rela-
tions with the participation of both the state and private business.

As a result, in Kazakhstan so far, every single project format for PPP is making headway
with great difficulty, requires numerous and burdensome approvals at every stage and in
all of this, unfortunately, is never flawless from a legal point of view. It is the absence of
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well-defined legal framework significantly increases the risks of projects in Kazakhstan
for a private business and the state, which is one of the main brakes of development of this
effective form of implementation of major projects in Kazakhstan.

An important factor in the successful development of PPPs is the coordination of ac-

tions of state bodies in the development and implementation of projects. Such a consis-
tency does not exist in Kazakhstan yet. Each Ministry is trying to supervise their projects
and create their own programs. The lack of a unified system of management — one of the
main reasons hindering development of PPP system in Kazakhstan.

Among the most serious obstacles there are proponents of specific PPP projects in Ka-

zakhstan (however, in most countries with economies in transition) have to face at differ-
ent stages of their implementation, are the following, presented in tables 1-3.

Table 1
The most significant concession projects in Kazakhstan
. Project Cost Of.
N . Project . .| construction Status of
o. Project name descripti term, | Concessionaire ot . .
escription (million | implementation
years
euro)

1 |Acting

1.1 |Construction and railway line—| 23  |«Doszhan Temir| 177.88 |Object of the
operation of new 150,92 km Zholy» JSC concession is
railway line «Shar in temporary
Station - Ust- operation
Kamenogorsk»

1.2 |Construction PL- 17 | «Batys tranzit» 128.13 Object of
and operation of 486,66 km JSC concession is
interregional power in constant
line power transmission operation
«North Kazakhstan -

Aktobe region»

1.3 |Construction and passenger 30 | «ATMGrup 33.79 Object of
operation of the terminal Uluslararasi concession is
passenger terminal Havalimani in constant
the international Yapim Yatirim ve operation
airport of Aktau Isletme LTD.Sti.»

Total 339.80

2 | With documentation designed

2.1 |Construction and 120.45  |Start date of
operation of a gas construction
turbine power plant identified
in Kandyagash in in 2011,
Aktobe region construction

has not begun

2.2 | Construction and 59.19 Start date of
operation of railway construction is
lines «Yeralievo - Kuryk» not defined

2.3 |Construction 42.56 Start date of
and operation construction
of a complex of identified
kindergartens in in 2012,
Karaganda construction

has not begun
Total 222.20




137

PECULIARITIES OF STATE-PRIVATE PARTNERSHIP IN INFRASTRUCTURAL PROJECTS...

€N GL WOL /02 <  SNOINONODT Vellal
GEE| 9 S €T | ¢¢ ] ¥s | 22 k4 ¢ | €¢ L Y1 | 6€ | ¢4 | 0C | 81 junowe jejo}
1374 G €1 | 81 V4 LE | 22 K4 12 | 2T 9 € YT | 9% | 0¢ 8 uO13e3UAWNIOP 0 uotjeledald
8c Y ¥l 01 1593U0 3y3 4o abels Juswadunouue ay3 Jy
(X4 1 € 6 |2 € 14 V4 pasunouue uoji3adwo)
or 14 9 2 juswuosudwl Jo abejs ay3 e 10e43uo0)
Iy € T T 8 11T 8 L 2 pPapnNou0l e syuswaalbe ay]
s g = m
W.. m o = > = & m. N -
~ | 2|53 5|8 |3 |7 |8|8 & | &E|% %
s|¥|8¥|/ g €| |s5|e|8 |3 |8|5|2/8|3 2|2
S W W m.. & MP. m 3 | = .N = |2 | |7 p04 M w.. uejsyyezey jo suolbay
- 0 n s o 4 o= < b
S | & 5 &
=S = 3 =]
suorbay

¢ 91q¢eL

ue)syyeze) ur spafoxd g4 Jo Iaquinu Juaiing




138

A. SHEVYAKOVA, A. ROMANOVA, E. WECHKINZOVA

SNOINONODT VelldL

<>

€N Gl WolL /l0¢

Table 3

Problems of implementation of PPP projects in Kazakhstan over 2005-2016 years

Internal factors

External factors

Tight on time current system of projects (see Fig. 2)

The global financial crisis of 2008—2009

rate for population)

Low attractiveness of projects in the
infrastructure sector (a large area — 9 in the
world, but a small population, only 2 cities
with a population of over 1 million people, low
traffic, the need to ensure the lowest possible

Reduction in investment resources and capital
markets and, as a consequence, a sharp reduction
of capital flows to developing countries

As shown by the analysis, preparation of a concession project takes at least 2 years that
has a negative impact primarily on the willingness of investors to invest their money in

such projects.

Development of a Public-Private Development Public-Private The list of
concession p  Partnership Center P of feasibility P Partnership Center b objects offered
proposal Examination of the offer study Economic examination of for concession
(15 working days) a feasibility study
(45 working days)
v
Development Public-Private Holding a tender Public-Private Determination
of tender Partnership Center | for selection of the 1 Partnership Center  ®|  of the winner
documentatio Expertise of tender concessionaire Examination of of the
docume.ntatlon concession ?pphcatlons competition
(20 working days) (45 working days)

v

Public-Private
Partnership Center
Examination of the draft
concession agreement
(15 working davs)

Negotiations
with a potential
concessionaire

Signing of the concession
agreement

K

It takes about 2 years to prepare the concession projects
Examination of one project is carried out at least 140 working days (about 7 months)

Figure. 2. Current system of passing concession projects in Kazakhstan

The existing procedure of consideration, examination and approval of the concept and
tender documentation of a PPP project has a number of disadvantages:

)

transparent and carry corruption;

2)

public-private partnerships is difficult to understand;

3)

vant state bodies and RPE;

4)

documents for examination again;

5)

some norms of the Rules of planning and implementation of PPP projects are not
existing wording of many provisions of the legislative framework in the field of
project concepts and tender documentation are considered by consistently rele-
if there are comments or in case of a negative opinion it is necessary to present

Local Executive bodies are often not interested in the rapid implementation of

PPP projects and the deadline for the draft local budget of the Commission is not

defined.

There are also a number of problematic issues that reduce investor interest in PPP proj-

ects:
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e absence of a list of clear criteria, characterizing the efficiency of management of
PPP;

lack of market analysis, needs of population in the regions;

lack of analysis of risks and opportunities for potential investors;

transfer of obsolete (3-5 years old), previously unrealized projects in PPP;
estimates of PPP projects do not take into account inflation and devaluation;
limitations on sources of credit, financial model does not take into account the cur-
rent and future state of the lending market;

e absence of any guarantees/security from the state to investors and potential pri-

vate partners.

The backlog of Kazakhstan in this sphere is contrary to international trends. Currently,
in some countries the PPP is up to 20% of GDP. There is a correlation between the level of
development of the country and sector that you choose to attract investment through PPP.

In the countries of «Big seven» (G7) most projects implemented in the areas of health
(184 of 615) education (138 of 615), the third place — road (92 of 615). Each of the G7
countries has its own priority sector for the use of PPP. In the United States, there is the
highway (32 out of 36 projects) in the UK — health (123 of 352 projects) and education
(113 out of 352 projects), in Germany — education (24 out of 56 projects), Italy, Canada and
France — health.

In other developed countries — Austria, Belgium, Denmark, Australia, Israel, Ireland, Fin-
land, Spain, Portugal, Greece, South Korea, Singapore - number of PPPs are in the scope of
construction and reconstruction of roads (93 projects), then, with a very significant margin,
health care (29 projects), education (23 projects) and accommodation facilities (22 proj-
ects). Priority sectors of health and education in the G7 and other developed countries
due to politics of these countries and the high level of their socio-economic development.

In developing countries and countries with economies in transition there mentioned
fields (except roads) will not be a priority. A lower level of economic development of such
countries in the first place displays the transport infrastructure, namely the construction
and reconstruction of roads, ports, railways. In particular, countries with economies in
transition (37 out of 915 projects) for the application of PPP in the lead of roads, construc-
tion of bridges and tunnels, light surface metro, airports in developing countries (22 out
of 915 projects) — highways, as well as airports, prisons and water treatment plants. This
distribution reflects primarily the interest of the countries in the development of these
sectors (individual countries) because PPP allows attracting private sector investments,
reduction of the cost of public sector to share the risks between partners.

Also, we should note that the devaluation of the national currency in August 2015 has
led to the emergence of additional problems in the field of PPP development in Kazakhstan:

e reduced the number of potential investors (volatility of the tenge (Kazakh nation-

al currency) exchange rate now is very high, which increases the financial risks of
potential projects);

e thereisaneed of recalculation of the cost of previously developed feasibility stud-

ies of concession projects.

Analysis of world experience in similar situations shows that it is necessary to observe
the optimum level of participation of the state, organizationally and financially — state
funding should be at least 40-50 %, but avoid excessive requlation of concession activities.
It is also to be mentioned that in 2015 there was made intensified work to increase the
attractiveness of PPP projects in Kazakhstan. First, there was extended the range of PPP
contracts for a more flexible structuring of projects. There were implemented over 5 major
types of more complex contracts.

Secondly, there was expanded the scope of application of PPP by removing restrictions
on transfer of concession facilities, medical devices, and organization of secondary educa-
tion, social protection, water treatment and supply. In addition, in order to increase the
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attractiveness of PPP for investors in accordance with international practice, introduced
a new mechanism to support the implementation of PPP projects — «pay per availability»
for socially important little payback projects such as the construction and maintenance
of roads with low traffic, schools, kindergartens, hospitals, polyclinics. This tool allows the
government to ensure uniform return of expenses of the concessionaire for construction,
operation and management of such facilities for the concession period, providing quality
service. State reserves the right of charging fees to consumers. For investors in the frame-
work of social obligations of the state there was introduced state support “quarantee of
consumption” To ensure the financial sustainability of housing projects in the long term
there is the possibility of stable fixation of tariff requlation in contracts.

Thirdly, threshold of investment by the concessionaire’s own funds in a PPP project has
been reduced from 20% to 10% of the value of concession object. To increase the attrac-
tiveness of capital intensive projects such as BAKAD, for financing by international finan-
cial institutions and other investors, taking into account the proposals of IFC and EBRD,
law introduced the possibility of concluding a Direct agreement between lender, grantor
(government) and concessionaire under concession projects of special importance, as well
as the possibility of recourse to international arbitration.

Conclusions and recommendations

Problems of the Kazakhstan economy in the conditions of openness and integration
into the world are relevant, as they require the search of an effective state and economic
mechanisms to retain relative economic stability and social development.

The study also showed that the implementation of country benefits from international
economic cooperation is not automatically in the context of increasing global crisis, Ka-
zakhstan's economy needs to have certain characteristics, components of its competitive-
ness, and the state should be able to influence and to promote those that produce the
Kazakhstani economy opportunities for sustainable development.

Despite progress in the development of public-private partnership in Kazakhstan, it is
necessary to pay attention to the following problematic issues and to work out possible
ways of their solution:

1. In international practice relationship between the state and private sector in the
implementation of projects, traditionally related to the sphere of state responsibility, en-
shrined in law countries.

Lack of a legal definition of PPP leads to the understanding that PPP arrangements
are any contractual and non-contractual relationships between government and the pri-
vate sector. Therefore, to determine the boundaries of application of PPP mechanisms for
implementation of socially important projects, there is a need to study the issue of legisla-
tive consolidation of the concept of PPP.

2. International practice shows the applicability of PPPs in projects requiring new con-
struction and/or reconstruction and projects requiring the improvement of management
efficiency.

Therefore, in the framework of the legislation on concessions it is required to address
the following questions, allowing the extension of its application:

e improvement of procedures of the contest for selection of concessionaire envisag-

ing the possibility of applying two-stage competition;

e introduction of a mechanism of compensation for not only investment but also
operating costs of the private sector with the possibility of indexation of financial
measures of state support;

e development of measures of state support aimed at guaranteeing a minimum in-
come (a certain volume of goods, works, services) consumed by the government,
tax preferences and customs privileges;

e revision of the rules and approaches of tariff formation.
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3. International practice, often use the model of private finance initiative (hereafter
PFI). PFI are the contracts for public services and works financed by the private sector,
but services are paid not by consumers but government (for example, projects for public
lighting, hospitals, schools state by entering into a long-term contract places the state
guaranteed the order and pays costs of upkeeping the facility, depending on the quality
of services). However, the right of ownership and maintenance remains with the private
party. At the end of contract term, the government may extend the contract (G. Hodge
2006). Therefore, the current law on concessions is necessary to consider the possibility of
introducing this type of contract.

4. Considering PPP as a tool for the implementation of investment projects is under
development, it is necessary to study the issue to improve the skills of civil servants and
representatives of the private sector. Therefore, it is necessary to consider the possibility
of providing training and upgrading qualifications of civil servants through workshops
and trainings in the field of PPP.

5. In order to increase investment attractiveness of PPP projects and increasing the
responsibility of the state when planning long-term investment projects on PPP mecha-
nism, to reduce the risk of time lag between the occurrence and receipt of payment by
the private sector, certain funds to be paid from the budget in the form of guarantees
for minimum revenues, availability payments, it is necessary to study the issue of budget
planning through the allocation of «reserve account» or under «current expenses» article
(Miller, 2000).

6. Implementation of large-scale investment projects with the use of concessions may
need financial support, which allows to attract additional investments. A possible solution
to this issue could be a positive international practice in the use of project financing tools,
which in the face of the concessionaire can be a special financial company (hereinafter —
SEC), created by sponsors of the project for implementation of one specific project using a
PPP mechanism.

Because of its flexibility, this form is an effective tool of raising funds in an unstable
economy. Feature of project financing is to assess the ability of the project to generate a
stable current and future cash flows, these flows become a source of funds for servicing
and repayment of debt and payments of income on capital invested in the project.

To create conditions for the development of project financing tools to implement proj-
ects using the PPP mechanism should be envisaged for SFC with special legal status. In
projects using the PPP mechanism, the government should set the necessary parameters
and standards for the transfer of objects of state ownership under contracts, to determine
the possibility, mechanisms and volumes of provision of state support measures and to
retain the control function of the condition of the object of concession and the quality of
services.

In conclusion, it should be noted that despite the fact that PPPs in developed and
developing countries are the basic design of extra-budgetary investments in development
of social infrastructure and production in Kazakhstan because of its weak competence
and low willingness, government bodies, very little use of PPPs and continue to rely on
traditional methods for budget financing of capital investments in public infrastructure.
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