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Abstract

Purpose: The Analysis of the accumulated foreign experience and Russian practices shows that
the most relevant institution of all the institutional interactions between the government and
the private companies is the partnership institution remarkable for the combination of the
institutional parity, autonomy of will, participants’ material independence, risk allocation
principles as well as the combination of the partners’ scientific, technology, production and
financial resources which provide for synergy. In addition, the above private-public partnership
(hereinafter PPP) in the form of public contract, concession agreement and public procurements
improve substantially the management of public and municipal property, especially in the
construction sector, thanks to delegating the above function to the private sector. It becomes a
matter of public policy to establish the regulatory and legal framework aimed at the regulation
of new forms of the economic cooperation between the private sector and the government to
direct the corporations’ funds to the creation and development of the social and economic
projects implemented within the PPP. The purpose of this research paper is to develop an
original approach and a scientific methodology for the assessment of government and public
sectors integration efficiency level applicable to the PPP assessment in various countries. Such
methodology will allow assessing the current situation and the prospects of PPP mechanism
development and implementation of the infrastructure projects under the conditions of private-
public partnership in one particular state. Design/methodology/approach: The authors have
proposed and evaluated the new approach and the original methodology for the assessment of
the private and public sectors integration efficiency allowing ranking the countries by level of
integration processes development. The methodology is unique due to obtaining the overall
integration level value based on the purposely designed integrated system of values. Such
overall value allows assessing the level of the institutional environment development, the
experience of the PPP infrastructure projects implementation, the willingness of the
governmental authorities, the private companies and the society as a whole to implement the
social and priority PPP projects. Findings: The research has shown a different level of public
and private sectors integration in different countries. The implementation of PPP projects is an
essential practice and attribute of the economically developed countries. The implementation
of PPP mechanism in Russia began in 2015 when the Federal Law On the Private-Public
Partnerships was adopted. Therefore, we can make a conclusion that there is a progressive
development and establishment of PPP in the current economic conditions in Russia. The
authors have developed the new methodology to assess the current Russian laws that have
generated an explosive growth of the implemented PPP projects and will, according to
expectations, expand the opportunities for the PPP in the future. Research/practical
implications: The findings of this research may be useful for the scientists who address the
issues and matters of integration of public and private capitals, public and municipal authorities,
specialists of the major private companies and think tanks that are professionally involved into
enhancing the efficiency of the interaction between the government and the private business.

Keywords: public-private partnership, infrastructure projects, rating of countries (regions),
algorithm for evaluation, method of peer review, economic development.

Introduction innovations projects. A detailed algorithm

would rate countries on the bases of the
Preliminary factors assessment would allow probability of successful implementation of
potential participants to forecast the innovation projects. This unique integrated
probability of successful implementation of system of indicators enables a simultaneous
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assessment of five basic factors that influence
the success of PPP projects: institutional
environment quality, existing practice of
innovation projects implementation, level of
readiness of government authorities, private
organizations, and population for successful
implementation of public-private partnership
implementation.

In developing the indicators, the authors
used the following literature: The
development of public-private partnerships
was considered in the researches of the
scientists: Hodge, Greve, 2007; Ke, Wang,
Chan, 2010; Llanto, Navarro, Ortiz, 2016;
Marques., 2011; Moszoro, 2010; Schaeffer,
Loveridge, 2002; Steijn, Klijn, Edelenbos,

2011; Wang, 2014. The studies of the
institutional environment were presented in
the books: Chernov, 2016; Popov, 2015. The
problems of increasing the effectiveness of
the private sector were studied by the
scientists: Mostafavi, Abraham, Sinfield,
2014; Plohotnicova, 2014; Voronov et al,
2017; Wang, Zhao, 2014. The effectiveness of
state enterprise zones and public policies
was considered in the researches: Kingdon,
1984; Lewis, 1980; Millward, 2011; Peters,
Fisher, 2002.

Methodology and Methods of Research

The principle of Implementation of
innovative PPP projects is presented in Fig. 1.
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Fig. 1: Implementation of innovative PPP projects

Author’s methodology is to nine stages:

1. Determination of the assessment

indicators list;

2. Selection of experts who can assess
indicators by individual countries;

3. Assessment of the level of demonstration
of each indicator by using the method of peer
review. Peer review of indicators;

4. Assessment coordination between experts;

5. Calculation of average values for each
indicator;

6. Calculation of probability of successful
implementation;

7. Assessment of PSIi integrated indicator;
8. Building rating of countries;
9. Interpretation of level of PSIi.

Stage 1. Determination of the assessment
indicators list
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To work out the indicators’ list, we
concentrate on Russian practice, the
experience is of other countries’ innovative
projects implementation (e.g., Great Britain,
USA, Canada, Australia, and China), and the
United Nations Economic Commission for
Europe’s studies on efficient and innovative
management. We figure out the set of factors
that significantly influence the success of
innovation projects implementation in most
countries with respect to Federal Law No.
224, the processes of initiation, development,
and decision making on the implementation
of a PPP project are fully regulated. Among
the key innovations is the introduction of the
Institute for evaluating the effectiveness of
the project at the preparation stage, which
includes an assessment of financial efficiency
and socio-economic effect.

If the project is effective, finding a qualified
advantage is done through comparing the net
discounted cash flow for the PPP project and
the state (municipal) contract, thereby
choosing the most optimal form of
implementation of the infrastructure project.
The methodology for assessing the
effectiveness of the public-private
partnership project was approved by Order
No. 894 of the Ministry for Economic
Development and Trade of the Russian
Federation on November 30, 2015. This
assessment is carried out both for projects
initiated by a public partner and a private
one (Kovaleva, Chernov, 2017).

In the event that the project is initiated by
the private partner, the private partner must
present a bank guarantee to the public
partner issued to comply with requirements
entering in a contract in accordance with
Part 9 of Art. 10 of Federal Law No. 224, in
the amount not less than 5% of the volume of
projected project financing.

The approach to building the indicators
system is expressed as follows:

1. Justification of indicators’ relevancy as well
as availability for measuring and monitoring.

2. Correspondence with the relevancy
indicator that allows excluding indicators of
lower priority.

3. Presence of the universality indicator that
implies possibility of applying the indicator
by its general meaning for assessment.

4. Determination of the most suitable
number of indicators that means their
sufficiency but not excessiveness. Since we
took into account that innovation projects
implementation respects public as well as
private interests, it was necessary to develop
a list of indicators that would as full as
possible enable the assessment of all
complexity and expansiveness of factors that
influence success of innovation projects
implementation (fig. 2).
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Fig. 2: Areas of factors that influence success of innovation projects implementation

Subject to the above mentioned approach,
the authors selected a set of 98 indicators.

d) Assessment indicators grouping. In order
to simplify the assessment procedure, all set
of indicators was divided in 5 main groups
(table 1) according to the number of the
above mentioned factors.

The systematization and generalization of
the provisions of the new Russian legislation,
the accumulated experience in the
implementation of PPP projects, as well as

the analysis of expert opinions of specialists
and managers implementing PPP projects,
allow us to separate and group the indicators
of the successful implementation of projects.
Furthermore, throughout the execution of
innovation projects, decision makers must
respect public as well as private interests. To
guarantee the interests of the public and
private side, we have developed an
innovative set of 98 indicators (divided into
five main groups) that would enable the
assessment of full complexity and
expansiveness of factors that influence the
success of innovation projects (table 1).

Table 1: Groups of Indicators of Assessing the Probability of Successful Implementation of
Innovation Projects in a Country

Group Direction of Name of group Number of
number evaluation indicators
1 The state Indicators assessing the degree of 20
preparedness of the state for the successful
implementation of PPP projects

2 Private sector Indicators assessing the degree of 23
preparedness of private business for the
successful implementation of PPP projects

3 Society Indicators assessing the probability of public 8
support for PPP projects
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4 Environment

Indicators assessing the degree of favored 28
environment for the successful
implementation of PPP projects

5 Integration

country

Indicators assessing the quality and 19
effectiveness of integration processes in the

Total: 98

Group 1 Factors of governmental impact.
They show the interest of government
authorities for an active solution of
infrastructural issues; ability of government
authorities’ representatives for innovations
and acceptance of new models; level of
understanding rights and obligations of
parties during project implementations.

Group 2 Factors of private sector impact.
Indicators that characterize the level of trust
of private sector to government authorities
that arrange procurement; level of private
sector readiness for innovation projects
implementation; undertaking projectrelated
risks

Group 3 Factors of society impact in general
Indicators that assess the level and possibility
of expression of activity by population; level of
consistency of the services offered with the
needs

Group 4 Factors of environment impact.
Indicators that assess the balance of the
system of innovation projects supported by
government authorities; quality of
mechanisms of interaction between the state
and private sector; level of administrative
barriers and quality of measures for
preventing corruption in the country;
availability of financial resources for
successful implementation of innovation
projects

Group 5 Innovation projects implementation
(results of the state and private sector
integration).

Indicators that assess the level of balance of
responsibility areas and risks undertaken by
government authorities and private sector;
level of economic and social efficiency of
projects; quality and prompt implementation
of projects

Assessment and interpretation of the
integrated indicators

Stage 2. Selection of experts who can assess
indicators by individual countries

The number of interviewed respondents in
respect of a single country (Boyer and
Newcomer, 2015) must follow the following
criteria:

- To assess indicators listed in table 1, at least
3 experts from each area of activities
(government, science, community, and
business) must be invited; that will ensure
the balance of interests of all interested
parties.

- Respondents must have the necessary level
of competence in the matter under study
with 7 years in their respective areas of
expertise.

Stage 3. Assessment of the level of
demonstration of each indicator by using the
method of peer review

We offer to assess indicators according to the
expert solutions matrix (table 2) where the
highest possible value is 7 points.
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Table 2: Expert Solutions Matrix

Indicator implementation in the Quality of the indicator implementation in the
country country
Low Medium High

Yes 5 6 7

More likely yes than no 2 3 4

More likely no than yes 1

No 0
Stage 4. Assessment coordination between of agreement is insufficient according to a
experts using Kendall's concordance person who makes a decision, the
coefficient (W): if W < 0.5, experts’ opinion is interviewing procedure must be repeated.
not agreed; if 0.5 < W < 0.7, experts’ opinion
is agreed; if 0.7 < W < 1, there is a high level Stage 5. Calculation of the average point set
of agreement of experts’ opinion. If the level by experts in respect of a certain indicator:

Tl
[ 2=t
] m (1)

where 'rJ' means an average level of expression of j-indicator where 0= IIJf =7 ;

T C e .
I means j-indicator value where;

L means the number of experts where 1 = 2o

Stage 6. Determination of PSI (Probability of successful implementation of innovation projects in
country) integrated indicator level that enables the assessment of the probability of successful
implementation of innovation projects in the country according to the formula:

n
PSI;= Y
J=2 (2)
where PS‘II means an integrated indicator of assessing the probability of successful
implementation of innovation projects in i-country where 0= PS‘TI = 686 ;

I;

] Means an average level of expression of j-indicator included in PSI integrated indicator for i-

= . =
country whereﬂ = ’rJ =7 ;

n (number of indicators) = 98.
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Stage 7. Assessment of the level of PSIi integrated indicator by bringing the level of the indicator in
correlation with the range of values in which the highest limit reached is subject to the maximum

number of indicators (98) and degree of their expression (IIJ' ):

Range 1: - imin ;

Il
[N
%]
+
[
Il
WO
ua

Range 2: < L 8 +1 =
nord __m0A 1 0.
Range 3: { 4imin — ¢7F T 1 = 270,
Range 4: P-Slr;tmm =392+1=393 ;
norh
Range 5: ! S‘rimm —588+1 — 589 :

Depending on the correspondence of PS
integrated indicator to some range of values,

ps1l

PSI;

PsI?

Lnax —98-1—9s.

?nax =983 =294

Pmax =98-4 =392,
PSIZ, .. = 986 =582
PSIS, 1 = 98-7 = 686

it is possible to figure out the probability of
successful implementation of innovation
project in the country (table 3).

Table 3: Range of Values of PSIi Integrated Indicator

Item | Range of values Description of internal Probability of successful
No. of PSIi environment of the country implementation of innovation
projects in the country

1 0-98 Complete uncertainty Very low

2 99 - 294 High risk Low

3 295-392 Moderate risk Medium

4 393 -588 High level of certainty High

5 589 - 686 Highest level of certainty Very high

Stage 8. Building a rating of countries. At this
stage, countries are rated by level of PSI;
integrated indicator.

Stage 9. Interpretation of the level of PSIi
integrated indicator. Based on this new

technique, which is an alternative to the
recommendations developed by the Russian
Federation Government, we rated Russian
regions by the level of probability of
successful projects implementation in the
innovations area (Kovaleva, Chernov, 2017),
(table 4, fig. 3).
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Table 4: Results of applying the methodology

Item Range of values Country Probability of successful
No. of PSIi implementation of innovation projects
in the country

1 604 Great Britain Very high / Complete uncertainty
2 597 Australia Very high / Complete uncertainty
3 522 USA High / High level of certainty
4 499 France High / High level of certainty
5 484 Canada High / High level of certainty
6 454 Spain High / High level of certainty
7 433 Japan High / High level of certainty
8 430 Germany High / High level of certainty
9 326 China Medium / Moderate risk
10 310 Russia Medium / Moderate risk
11 230 Bulgaria Low / High risk
12 219 Croatia Low / High risk
13 198 Albania Low / High risk
14 79 Iraq Very low / Complete uncertainty

% Very high

a,

[

R

s High

'5:2 § Mean /

g 8

3 2 Low ’

b

S ey P

2 ‘ow

é L PSI;

b 928 294 392 588 686

Iraq Bulgaria}, China,
Croatia, Russia USA, France, United Kingdom,
Albania Germany, Canada, Australia
Spain, Japan

Fig. 3: Experts’ assessment of indicators groups for innovation projects

Value of PSI; integrated indicator across
Russia shows that the probability of
successful implementation of innovation
projects is at the medium level; the internal
environment is characterized by moderate
uncertainty which its degree depends on the
selected variant of the project financing.
Experts assess each group of indicators.
Standard values for each group are based on

the medium level of assessing 6 points
indicators.

The PSI; integral indicator in Russia proves
the existence of the following trends:

- reforming legislative basis in the sphere of
innovation projects implementation;
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- developing specialized structures
(Department for Investments Policy and
Public-private Partnership Development at
the Russian Federation Ministry of Economic
Development; Department for Investments
and Public-private Partnership Coordination
of the Ministry of Investments and
Development for the Sverdlovsk Region;
National Center for PPP, Autonomous Non-
profit Organization, etc.);

- implementing many innovation projects;
however, most of the projects are at the
approval stage (Levitin, 2010). According to
the National Center for Public-Private
Partnerships, 2,446 infrastructure projects,
2,200 of which are concessional projects, are
approved for implementation in Russia as at
the beginning of 2017;

-testing some mechanisms of projects
financing (Roumboutsos, 2016; Dghingholija,
2010) and developing conceptually new
financial models (Gafurova, 2013).

The analysis of foreign experience in the
implementation of projects for sustainable
development economy has shown that in
almost all countries, the greatest number of
innovation projects are carried out in the
construction and energy sectors, while very
strict requirements for efficiency level are
imposed on the facilities (Fig. 2) (Ke, Wang,
Chan, 2010; Koppenjan, de Jong, 2017).

Conclusion

Upon results of assessing the level of PSI;
integrated indicator we may conclude the
following:

1. Value of PSI; integrated indicator
corresponds to the level of range 1. This
means that there are no necessary conditions
for implementing innovation projects in the
country. The reason is that the government
and private sector are not ready for
cooperation and joint participation in the
provision of public services; also, there are

no necessary institutes as well as intentions
to establish them.

2. Value of PSI; integrated indicator at the
level of range 2. That is, the country is
marked by the beginning cooperation
between government and private sector;
necessary institutes are forming, including
the beginning of legislative system reforming
process, the first specialized structures are
formed, several mechanisms of financing
innovation projects are tested, and the most
of projects are at the approval stage.

3. Value of PSI; integrated indicator at the
level of range 3. This means that there is a
process of cooperation between authorities
and the private sector at the country.
Necessary institutes are  established;
methodological recommendations are
developed; individual mechanisms of
financing prioritized innovation projects and
programs are tested; new models of
cooperation are developing; there are some
examples of efficient projects
implementation; most of the projects are at
the approval stage.

4. Value of PSI; integrated indicator at the
level of range 4. This means that the process
of cooperation between authorities and
private sector is a specific feature of the
country economy; there are necessary
institutes; an innovation projects portfolio is
formed; most of the projects are at the
implementation stage; there are examples of
successful projects implementation (services
offered are consistent with the expectations
of population; the state and private sector
achieve  planned economic  results);
population demonstrates active behavior in
the matters of projects implementation.

5. Value of PSI; integrated indicator at the
level of range 5. This means that the process
of cooperation between authorities and
private sector constitutes the basis of
socially-oriented economy of the country;
there are necessary institutes that are
properly functioning; an innovation projects
portfolio of proper quality is formed; there
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are many examples of successful projects
implementation  (services offered are
consistent with the expectations of
population; the state and private sector
achieve  planned economic  results);
population provides support and
demonstrates active behavior in the matters
of projects implementation.

To assess the probability of successful
implementation of innovation projects, the
authors  selected representatives  of
developed countries (Australia, USA, Canada,
Japan, and several EU countries: Great
Britain, France, Spain, Germany, Bulgaria,
and Croatia) as well as representatives of
developing countries (Albania, China, Iraq,
and Russia). The average number of experts
involved in the assessment of each country is
14. Experts are selected by criteria listed in
the authors’ technique (stage 2). Calculations
of concordance coefficient show that experts’
opinion is agreed to the sufficient degree (0.5
< W). Basing on the assessment held, we have
rated countries by the level of probability of
successful implementation of innovation
projects.
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