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PUBLIC-PRIVATE PARTNERSHIP IN KAZAKHSTAN:
PROBLEMS AND PROSPECTS

Abstract. The article is devoted to the analysis of the development of public-private partnerships in the
Republic of Kazakhstan. The assessment of the formed regulatory framework in the field of public-private
partnership projects is given. The features of the implementation of public-private partnership projects in Kazakhstan
are identified, the roles of the parties involved in them are indicated. The analysis of PPP projects in the regional
context was carried out according to such indicators and criteria as the number of projects, the amount of financing,
the ratio of attracted investments to government obligations for financing PPP projects, coverage of areas and sectors
of the economy, development dynamics. The results of the analysis allowed the authors to highlight the strengths and
weaknesses of the development of PPPs in each region of Kazakhstan. The conclusion is drawn about the extremely
uneven development of PPP in the regions of the Republic of Kazakhstan. The inability of most PPP projects to
reduce the overall burden on the country's budget is indicated as an unfavorable trend in Kazakhstan's practice of
developing PPPs - in fact, they only allow deferring payments from the budget. Positive assessment of the
transformation of the legislation of the Republic of Kazakhstan in the field of PPPs, the authors substantiate the need
to create a more favorable and safe investment climate for more active involvement of the private sector in PPP
projects.

Key words: public-private partnership, projects, concession, state budget, private sector.

Introduction. Under the conditions of continuing transformation of economic relations in the world
and inclusion of the national economies into the integration processes, there is urgent need in structural
changes and closer interaction of the State and private sector. The necessity to overcome the innovative
and infrastructure underdevelopment under the conditions of limited budget resources in some countries,
enforced, on the governmental level, to acknowledge the necessity to develop and adjust effective
management and utilization of the public-private partnership institute (PPP). In Kazakhstan, PPP
represents significant means and instrument to solve important national tasks for mid- and long-term
perspective. New social and political conditions, events, challenges, real and declared actions of the State
and business in the field of PPP development in Kazakhstan stipulate the necessity if its detailed analysis
to develop further actions on improving existing PPP mechanisms for its wider application in significant
sectors of social and economic sphere.

Methods. The investigation methodology is based on application of systematic, procedural and
dialectic approaches to scientific cognition of the partnership features of the State and private sector.
During the investigation the following general scientific research methods were used: observation,
description, analysis and synthesis, comparative-legislative, formal-logical, and other methods of
cognition. The information base of the investigation were the legislative acts of RK regulating the
relations within the PPP projects implementation, the data of the Ministry of the National Economics and
Kazakhstan PPP Centre.

Results and discussion. The relations of a public partner and a private partner in Kazakhstan are
regulated by the Laws of RK “On public-private partnership” dated December 31, 2015, “On concessions”
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dated July 7, 2006 and corresponding subordinate acts. According to the Law of RK “On public-private
partnership” there are four signs identifying the PPP:

—  Conclusion of the agreement between the State and a private partner;

Mid-term or long-term implementation of projects: from three to thirty years;
Joint participation of the State and private sector in project implementation;

—  Combining of the resources of the State and private sector to implement the project [1].

Thus, the RK legislation considers the PPP as mutually beneficial cooperation between the State and
private sector. At the same time, the PPP projects are implemented in the spheres subjected to the
governmental control. In this case the private sector receives access to otherwise closed markets, and the
State receives better methods of management, distribution of risks and expenses. According to the Law,
the main tasks of the PPP in RK are:

—  Creation of conditions for effective interaction of the PPP participants to ensure social and
economic development;

— Attraction of investments into the national economics to develop the infrastructure through
consolidation of public and private sector resources;

— Improvement of accessibility and quality of goods and services for population and other
interested parties;

—  Increase of innovation activity, particularly in high-tech sectors.

In its turn, these tasks should be implemented according to the PPP principles:

—  Sequence — relations between the PPP subjects should be constructed step-by-step;

—  Competition — the private subjects can participate in PPP on the base of a competition;

—  Balance — obligations, risks and profits between the State and private sector should be distributed
to mutual benefit;

—  performance — the assessment of the PPP results should be based on the established criteria and
indicators aimed at the result.

At the same time, under the PPP the private sector can manage the issues of any industry except soils,
water, plants and animals, nature conservation area, military property belonging to the governmental
organizations and other troop formations [2].

The PPP has two types: institutional and contractual. Under the institutional type the PPP is
performed basing on the PPP agreement, and under the contractual form there are eight types of the PPP:

1. Concession — activity on reconstruction and exploitation of a facility at the expense of a person
having a concession, but with the public co-financing [3].

2. Trust management of the public property.

3. Property lease of the public property.

4. Leasing.

5. A contract for development of technology, manufacture of a test sample, experimental-industrial
trial or limited production.

6. Life cycle contract.

7. Service contract.

8. Other agreement having the PPP sign.

The PPP projects can be financed by the own means of the private sector, loans or budget means. At
the same time, the PPP projects are controlled and managed by several public entities starting from the
government and ending with regional local representative bodies and cities of national status. In addition,
the Law “On public-private partnership” considers the participation of “Atameken” SPE that provides
expert, consultation, monitoring support to the PPP participants from the public and private sector sides.

Basing on the official data it is possible to state that at the moment the most part of financing is
allocated for the facilities under the construction, and not commissioned. If one looks at the number of
facilities, not financing, the situation is reverse — more projects were accomplished, not being constructed
(Table 1). This shows the large concentration of capital on facilities not accomplished yet.

Basing of the report of the Minister of National Economics, in 2018 the PPP structure was
domineered be the education sphere — 63%, and 15% was for the healthcare system, 8% related to culture
and sport.
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Table 1 — The PPP status in RK as of 01.10.2019

Public-private partnership Concluded Commissioned facilities Facilities under
agreements/facilities construction

Amount (unit) 610 544 66

Sum (billion tenge) 1582 471.6 1088

Note — compiled by reference [4].

At the same time, the PPP practice is almost absent at such strategically important sectors as water
supply, water disposal, and tourism the development of which is one of priority tendencies. According to
the same report, the application of the PPP decreased the one-time burden on the state budget [5]. In
addition, the report suggested new measures on stimulating local PPP projects, particularly the techniques
on determining limits of the state obligations under the PPP projects. The investments into the large
infrastructure projects at the cities of regional significance should be stimulated by new measures of
currency risks compensation.

In whole, the State carries out a planned policy on building-up the financing and number of regional
projects aimed at improving the base infrastructure of cities, and construction of educational and
healthcare institutions. The work on specialists training is conducted in regions for effective elaboration
of projects according to the OECD recommendations.

Basing on all mentioned above, it can be stated that the State is interested in the PPP development,
especially at the regional level, as namely PPP allows improving the life standards of population at
simultaneous burden decrease on the budget. In addition, the PPP favors the increase of economic
processes efficiency in the traditionally national sphere of responsibility [6]. However, at the moment, the
tendency of high financial and staff state participation in the PPP projects is still observed. This especially
is seen in regions experiencing not only the shortage of investments into the social sphere, but the lack of
staff too. In addition, as noted above, relatively cheap projects the effect of which is rarely beyond the
bounds of local needs are implemented; however the regions need large scale infrastructure changes. All
PPP projects can be divided into three large categories:

1. Not requiring the reimbursement from the state budget.

2. Requiring reimbursement of exploitation expenses.

3. Requiring all expenses [5].

The projects of the first category contain only 19% of all projects in 2018, and the exploitation
expenses reimbursement is required for 58% of projects, and other require the complete reimbursement
(Figure 1).

80 73,2
70
60 58
50
40
30 19 24,7 23
20
o M i B
0 —
Not requiring the Requiring reimbursement of ~ Requiring all expenses
reimbursement expl

B Number of projects M The volume of financing

Note — compiled by reference [5].

Figure 1 — Distribution of the PPP projects by the types of expenses reimbursement (%)
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Therefore, more than 73% of financial means expensed on implementing the PPP projects will be
actually taken from the state budget, 24.7% will require the reimbursement of exploitation expenses, and
only 2.1% will not require additional inflows from the budget. Basing on this it can be concluded that as
of 2018 the PPP projects in RK represent mostly the form of the state expenses delay on the social and
economic development, and not full-fledged cooperation of the State and business.

In this regard, in 2019, the Prime Minister of RK Askar Mamyn has charged the MNE RK and MIPD
to study the infrastructure model of PPP under which the State reimburses to investors their investments
using the payment for accessibility during long period of time and payment of non-medical services
rendered to partners. Thus, an investor will be protected from the currency and inflation risks.  Such
scheme is applied by Turkey for construction of medical institutions; it allows distributing the risks among
all partners by the most beneficial way for them.

In July, 2019, the President of RK highlighted nine issues of development, and 4 of them imply the
application of the PPP practice.

The first area is development of tourism for which the company “Kazakh Tourism” was already
established, and the National Program of Tourism Development in RK for 2019-2025 was adopted [7].
Even in the countries with developed tourist sector the State applies mechanisms of the sector entities
support at simultaneous attraction of private investors. For tourism development in RK, Kazakhstan PPP
Centre works out the opportunities of program PPP under the adopted program.

The second area is development of agro-industrial complex for which application of the PPP is quite
topical for modernization of the infrastructure and material and technical base: construction of roads,
repair and improvement of water disposal and water supply systems, starting of new sites exploitation.
The major problem of the PPP application for the agro-industrial complex, especially in rural area is the
issue of profitability. The agriculture, due to the inherent specifics of the production process, is subjected
to additional risks. These risks are related to the climate changes, soil degradation etc. that hampers the
attraction of private capital even on the base of the PPP agreements. For the PPP development in the agro-
industrial complex it is necessary to develop such schemes of financing that would ensure sufficient
profitability, but not limiting the consumer purchasing power, and control over the risks.

The third and fourth areas are improvement of the healthcare and education systems. The PPP in these
areas are mainly aimed at improving the infrastructure that is the most topical for regional public utility
companies [8]. In addition, the PPP allows purchasing the modern equipment that is urgent for the
healthcare institutions.

In addition to internal measures, The Memorandum on Cooperation was signed by Kyrgyzstan,
Kazakhstan, Uzbekistan, Georgia, and Tajikistan. This Memorandum allows the private enterprises of
these countries to participate in the PPP projects in all countries that signed the document [9].

From May 2019, the Kazakhstan Centre for the PPP provides to investors the services on “one stop”
principle. These services include the following:

—  Consultations, information support, and training of investors;

—  Selection of the interested area projects portfolio for an investor on the Republican or local
levels;

—  Informing of potential investors on forthcoming, and announced for competition PPP projects;

—  Work with private partners at the stage of the PPP projects implementation [10].

In addition, the Centre acquires statistics and forms ratings of regions basing on which it is possible to
judge on the PPP development character in regions (Table 2).

Table 2 shows that the largest volumes of the PPP projects financing falls to Akmola and Almaty
regions, and Nur-Sultan city, at the same time the financing indicator for Akmola regions is almost 9 times
higher than for Nur-Sultan coming immediately after it. Akmola region also has the largest average
volume of project financing, after it are Nur-Sultan city and Atyrau region. The smallest volume of
financing falls to Zhambyl, West Kazakhstan, and North Kazakhstan region. As for the number of projects
the absolute leader is East-Kazakhstan area, and then are Almaty city and Kostanay region.
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Table 2 — The indicators of the PPP projects by regions in 2019

Region Number of projects (units) Financing (billions tenge) p?(:}eer;g‘(i gllrll 22?;%1 g(;)ef)

Akmola region 40 263,9 6,60
Nur-Sultan 14 29,8 2,13
Almaty region 31 27 0,87
Almaty 53 24,4 0,46
Shymkent 15 20,5 1,37
Kostanay region 45 18,7 0,42
Atyrau region 8 17 2,13
East-Kazakhstan region 180 15 0,08
Kyzylorda region 41 11,5 0,28
Aktobe region 16 10,8 0,68
Mangystau region 10 9,2 0,92
Pavlodar region 30 7 0,23
Karaganda region 39 5 0,13
Turkestan region 24 3,7 0,15
North Kazakhstan region 23 3 0,13
West Kazakhstan region 7 1,8 0,26
Zhambyl region 30 1,7 0,06
Total 606 470 16,9
Note — reference [11].

According to the general PPP rating by regions compiled by the KCPPP the leaders are Kostanay
region, East-Kazakhstan, and Karaganda regions (Figure 2).
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Note — reference [12].

Figure 2 — General PPP rating by regions according to the KCPPP

At the same time, Atyrau, North-Kazakhstan regions, and Nur-Sultan city are at the worst rating
positions. This difference between the numerical indicators and integral rating is stipulated not only by the
number of projects and its financing, but by the efficiency of its implementation.

If we compare the ratio of the attracted investments and the state obligations, the best ratio is
observed for Karaganda, Zhambyl, and Mangystau regions, i.e. in these regions the largest volume of the
attracted investments fall on a unit of the public obligations. The worst indicator in this case have Akmola

— 130 ——




ISSN 2224-5227 6.2019

and Turkestan regions, and Almaty city indicating on large share of the state in the PPP projects in these
regions. Considering the leadership of Akmola region on financing of the PPP projects, it is possible to
say that the largest volume of the public obligations is also there (Figure 3).
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Figure 3 — The ratio of the attracted investments to the public obligations according to the KCPPP

On the sectors cover the best positions belong to Almaty, Aktyubinsk, and Kyzylorda regions: the
PPP projects in these regions are implemented in the largest amount of sectors comparing to other. The
most highly specialized are Zhambyl, Karaganda, Atyrau regions (Figure 4).
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Figure 4 — Rating of spheres/sectors cover according to the KCPPP
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Finally, the analysis of the PPP development dynamics in regions provides the following pattern: the
best dynamics of the PPP development is in Zhambyl region, Almaty city, and West Kazakhstan region.
The worse, but still positive PPP development is in the East Kazakhstan region. Shymkent city and North
Kazakhstan regions do not show notable dynamics, and Mangystau and Karaganda regions, and Nur-
Sultan show negative rating of the PPP development dynamics (Figure 5).
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Figure 5 — Rating of the PPP development dynamics according to the KCPPP

Basing on all mentioned above we have compiled a table of the PPP development in regions; the
Table describes the strengths and weaknesses regarding each other as of 2019.

Table 3 — Strengths and weaknesses of the PPP development in the regions of RK in 2019

Region

Strengths

Weaknesses

Nur-Sultan city

Large volume of projects financing. High

Bad development dynamics

average cost of project Low general rating of the PPP
development
Almaty city High positive dynamics of development Low ratio of the attracted investments
to the public obligations
Shymkent city High cover of sectors Low ratio of the attracted investments

to the public obligations

Akmola region

High volume of financing
High average cost of project

Low ratio of the attracted investments
to the public obligations

Aktobe region

High cover of sectors

Atyrau region

High average cost of project

Low cover of sectors
Small number of projects
Low general rating of PPP development

East Kazakhstan region

Large amount of projects
High general rating of the PPP development

Low average cost of project

Low cover of sectors

Low ratio of the attracted investments
to the public obligations
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Zhambyl region High positive dynamics of development Low cover of sectors
High ratio of the attracted investments to | Small volume of project financing
public obligations Low average cost of project

West Kazakhstan region High positive dynamics of development Low cover of sectors

Small volume of project financing

Karaganda region High ratio of the attracted investments to | Bad development dynamics
public obligations Low cover of sectors
High general rating of the PPP development Low average cost of project
Kostanay region Large cover of sectors Bad development dynamics

High ratio of the attracted investments to
public obligations

Large amount of projects

High general rating of the PPP development

Kyzylorda region Large cover of sectors Small volume of project financing
Large amount of projects

Mangystau region High ratio of the attracted investments to | Bad development dynamics
public obligations Small number of projects
Pavlodar region High general rating of the PPP development Bad development dynamics

Small volume of project financing

North-Kazakhstan region High ratio of the attracted investments to | Low cover of sectors

public obligations Low general rating

Small volume of project financing

Low general rating of PPP development

Turkestan region High cover of sectors Low ratio of the attracted investments
to the public obligations
Small volume of project financing

Note — compiled by authors

Conclusion. Basing on the stated above the following can be concluded on the PPP development in
Kazakhstan:

1. The rules and regulation framework able to ensure various ways of interaction between the State
and the private sector is developed quite well in Kazakhstan.

2. The most part of financing falls to the PPP projects in the process of implementation, not on the
completed ones, but the number of projects prevails among the completed. This shows that most of small
projects are finished, and the large ones are under implementation and its effect is to be investigated.

3. Large number of the PPP projects, in its essence, represents the budget payment delay, i.e.
decrease the on-time burden, but not the common. At the same time, the projects, not requiring additional
budget inflows are less in number. Therefore, it is necessary to elaborate new mechanisms of the PPP
financing that would stimulate the appearance of the first type projects not requiring additional expenses.

4. The application of PPP is possible in four of nine areas of economics development highlighted
by the State, but the complete mechanisms of its application are to be formed.

5.  The PPP development in regions can be characterized as extremely uneven. At the same time,
there are significant contradictions observed, for instance, when the region has high volumes of project
financing, but weak dynamics of development or low cover of sectors. The leveling of development is
possible only through the creation of favorable and safe investment climate, and building of trust to the
State on the side of the private sector.
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KABAKCTAHJAT'BI MEMJIEKETTIK-)KEKE 9PIIITECTIK:
MOCEJIE )KOHE BOJIAIIIAKTAP

AnHoranusi. Maxkana Kazakcranmarbl MEMIICKETTIK-)KEKE OpINTECTIKTIH JaMyblHA Tajjay kacayra
OarpluTanFraH. MeMIIeKeTTIK-KeKe SpiNTecTiK jkoOanapblH iCKe achlpy cayiachiHaarbl KazakcTanma KaiblnTackKaH
HOPMaTHBTIK-KYKBIKTHIK Oa3acbiHa Oara OepinreH. KazakcTaHaarbl MEMIIEKETTIK-)KEKE OpINTECTIK K00aTapblH icke
achlpy epeKIIeTIKTepi aHBIKTAbI, ONAapIblH KATBICYIIBl TapanTapblHBIH POJbIAEPI KOPCETUIreH. AiMaKTapaarsl
MXO xobamapblH Tanfay Kelleci KOPCETKIMITep MEH KpHUTEpHiiep KOMETiMEH JKYPTi3iIreH: ko0amapAblH CaHBI,
Kap KbUIaHIBIPY KOJeMi, TapThbUIFaH MHBECTHULMIAPIBIH MEMIICKETTIK MIHIETTEMeNepre KaThIHACHI, HKOHOMHKA
camaimapsl MeH cdeparmapelH KaMmTy JAeHredi, namy ceprmiHi. JKyprisiireH Tamgay HOTIDKENepi aBTOpiapra
Kazakcranubi opOip aiiMarbiHaarbl MYKO jkoOanapblHBIH AaMYBIHBIH KYINTI JKOHE JICi3 JKaKTapblH Oein
kepceryre MyMKiHaik Oepai. Oran koca, KP aiimakrapbingarst MXKO namybIHBIH OPKEJIKIUIIN Typaibl yitFapbiM
xacanraH. MJKO namyblHBIH Ka3aKCTaHABIK TOKIpHOECiHIeri jKarbIMChI3 ypaici peringe MIXKO xobanapbiHbIH
KOOICIHIH e OFOJKETIHIH KaJIbl aybIPTIaIbIFIH TOMEHAETYTe KaOleTCI3ir, onapblH IIbIH MOHIH/IE TeK OI0/KeT
TYCIMICPIHIH YaKbITBIH JKBUDKBITYFa FaHa MYMKIHIIK OepeTiHi kepceriireH. MXXKO canmachiHmarbl Ka3aKCTaHJIbIK
3aHHAMaHbIH ©3repiCiHe OHTaIIbI Oara Oepe OTHIPHIII, aBTOpJIap JKeke cekTopasl MXKO »xobanapeiHa Oencenpi Typae
TapTy YIUiH aHarypjbIM KOJIAWIBl JKOHE KAyilCi3 WHBECTHLMSUIBIK KIMMAT KalbIITACTHIPYIBIH KaXETTUIIrH
Heri3aenai.

KiroueBble cJI0Ba: MEMJICKETTIK-)KEKE OPINTECTIK, xK0oOaIap, KOHIIECCHS, MEMJICKETTIK OFOJIKET, )KEKE CEKTOP.

I'.b. Hypauxuna, P.O. Canum6aeBa,
7K.3. Opanbaesa, b./l. Bekna3zapos, K.111. Hypra3ues

Yuusepcurer Anmartsl, T. AnMatsl, Pecrry6mmka Kazaxcran

I'OCYJAPCTBEHHO-YACTHOE ITAPTHEPCTBO B KA3AXCTAHE:
IMPOBJIEMBI 1 TEPCIIEKTHUBBI

AnHotauus. CTaThsl TOCBSIIEHA aHAJIN3Y Pa3BUTHS TOCYAAapCTBEHHO-UYAaCTHOTO MapTHEpCTBa B PecmyOimke
Kazaxcran. Jlana ouenka chopmupoBaBlieiicss HopMaTHBHO-TIpaBoBoii O6ase PK B cdepe peanmzanun mnpoexToB
rocyJapCTBEHHO-4aCTHOTO NApTHEPCTBA. BrisBiensl OCO6eHHOCTl/I peajm3alii NPpOCKTOB roCy1apCTBEHHO-YaCTHOT'O
naptHepctBa B Kazaxcrane, o003HaueHbl pOJM Y4YacTBYIOUIMX B HHUX CTOpOH. Ananu3 mnpoekro [UIl B
PETHOHAJIBHOM paspe3e ObUI IPOBEIEH M0 TaKMM MOKa3aTeIsiM M KPUTEPHSM KaK KOJIWYECTBO INPOEKTOB, 00BbEM
(hmHAaHCHPOBaHMS, OTHOLIEHHE NPHUBJICUYCHHBIX WHBECTHLHUH K TOCYIapCTBEHHBIM OOS3aTENbCTBaM 10 (DMHAHCH-
poBanuto npoektoB ['UII, oxBaT cdep u oTpacieil IKOHOMHKH, JTUHAMHKa Pa3BUTHA. Pe3ynbTaThl MpOBEIEHHOTO
aHalM3a IO3BOJIMIIM aBTOPaM BBIACIHTH CHJIbHBIE W ciaObie cTOpoHBI pasBuths [UIl mo KaxmoMmy pernoHy
Kazaxcrana. Choeman BBIBOJ O KpaitHe HepaBHoMepHoM pasutuu [UIl B permonax PK. B kauectBe HeOmaro-
MPUATHON TEHACHIIMHM Ka3axCTaHCKOW mpakTuku pa3sutus ['UIl ykasana HecrmocoOHOCTH OOJBIIMHCTBA MPOEKTOB
I'YIT k cHIDKeHHUIO O0LIel HArpy3Ku Ha OIOJKET CTPaHbl — IO CYTH OHHU MO3BOJISIOT TOJIBKO OTCPOYHTH ILIATEIKH C
oromkera. Ilo3uTHBHO OlleHHMBas TpaHchopmaiuio 3akoHogareascTBa PK B chepe I, aBTOpbl 000CHOBBIBAIOT
HEOOXOAMMOCTb CO3JIaHus OoJiee OIarompusTHOro U 0€30MaCHOr0 UHBECTUIIMOHHOTO KiIMMaTa AJis 00jiee akTHBHOTO
BOBJICYEHHUS YACTHOI'O cekTopa B npoektsl ['UII.

KaroueBble ciioBa: rocyjapcTBEHHO-YaCTHOE NMApTHEPCTBO, MPOEKTHI, KOHLIECCHUS, TOCYJapCTBEHHBINH OIO/IKET,
YaCTHBIN CEKTOP.
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