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Abstract. The study indicates wide possibilities of partnership between the public and private sectors for the
amalgamated territorial communities in the terms of delegating them the responsibility for solving a large number
of the local problems. The three basic stages of public-private partnership organizing at the local level: initiation,
implementation, and control, have been singled out by the authors. Authors have determined the main components
of the public-private partnerships performance evaluation for both public and private sectors. Special attention
have been given to the justification of the main components of the public-private partnerships performance evalu-
ation for the public sector among which public, social, environmental, fiscal and economic components had been
highlighted. The article proposes measures for the formation of a number of institutional conditions and changes
linked primarily with the establishment of legislative platform for the implementation of the public and private

partnerships at the level of the amalgamated territorial communities.
Keywords: amalgamated territorial communities, private sector, public sector, public-private partnership,

sustainable development.

Introduction. The administrative-territorial re-
form requires searching new factors of economic
growth at the level of amalgamated territorial commu-
nities. In the face of limited financial capacity of local
budget and absence any management innovations from
the heads of newly formed local government, it became
clear that local authorities are unable to provide tradi-
tional methods to increasing the efficiency of using ex-
isting local potential and developing local infrastruc-
ture. Under these conditions, it is necessary to focus on
mechanisms that can restore the activity of business en-
tities and provide public interest. One of such mecha-
nism is the public-private partnership (PPP).

Mechanism of public-private partnership is ori-
ented to the consolidation of resources (financial, ma-
terial, intellectual, etc.) of the public and private sectors
of national economy towards achieving socially signif-
icant results. Therefore, it is important for local author-
ities to justify the role of public-private partnership in
ensuring sustainable development of amalgamated ter-
ritorial communities, finding possible areas for its im-
plementation at the local level, identifying problems
that hinder its successful widely using as well as find-
ing ways to solve them.

Formulation of the problem. Reforming the ter-
ritorial organization of power on the principles of de-
centralization suggests formation the amalgamated ter-
ritorial communities that can independently provide the
appropriate level of service provision, particular in the
sphere of education, culture, health care, social protec-
tion, housing and communal services etc. It will con-
tribute the economic development of the region and of
the state as a whole. The reform requires from local
government, including the newly appointed amalga-
mated territorial communities’ heads independent solu-
tion urgent current problems of socio-economic devel-
opment on subordinated to them communities. First, it
is housing and communal services, such as water and
heat supply, garbage and solid waste management,
maintenance of buildings and adjacent territories. Sec-
ondly, it is modernization of the social service system,
which means management of schools and kindergar-
tens, organization of primary care, providing mainte-
nance and organization of cultural centers, clubs, librar-
ies, stadiums, etc. The world experience shows that all
these spheres are quite suitable for the application of
the PPP mechanism [1].
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At the same time, the competitive challenges of
the XXI century require to meet the needs of all mem-
bers of society on the basis of sustainable development.
The concept of sustainable development (see Emas [2]
and Klarin [3, p. 68]) provides an opportunity to ensure
the integrity of amalgamated territorial community’s
management through combining economic, ecological
and social aspects of society development that creates
conditions under which the quality and safety of peo-
ple's lives will not decrease from generation to genera-
tion, the environment will not get worse and will be so-
cio-economic progress.

Reforming the territorial organization of power is
a powerful tool of state policy for ensuring sustainable
development of amalgamated territorial communities.
Delegating power to lowest level activates the eco-
nomic activity of local self-government bodies, moti-
vates them to use local potential efficiently and ration-
ally, to look for alternatives and additional opportuni-
ties for raising the level of territorial communities
competitiveness for implementing the concept of sus-
tainable development.

General part. Taking into account that local au-
thorities are constrained financially and technically,
PPP will be the mechanism for effective private sector
participation in the provision of infrastructure and ser-
vices at the level of amalgamated territorial communi-
ties.

Public-private partnerships is a tool for the provi-
sion of improved local public services on the principle
of better value for money, appropriate risk transfer and
management and taking advantage of private sector in-
novations.

PPP is based on a partnership approach, where the
responsibility for the delivery of services is shared be-
tween the public and private sector both of which bring
their complementary skills to the enterprise. PPPs bring
together the public and private sectors in long-term
contractual relationship to deliver high quality public
services. The private sector then becomes the long-term
service provider rather than the simple upfront asset
builder.

It should be noted that many scientists (see [4-10])
have devoted their works to partnership of the public
and private sectors in different spheres of national
economy. Noteworthy that the mechanism of PPP is
considered from different positions. All scientific pa-
pers mentioned above contain research results on im-
plementation the PPP mechanism in the context of state
regulation of the economy as well as the opportunities
and barriers of implementing PPP in specific sectors
and industries, primarily in the sector of housing and
communal services. However, in our opinion, insuffi-
cient attention is paid to study the opportunities of im-
plementation PPP mechanism at the local level.

It as erroneous opinion that PPP mechanism can
be implemented only in the sphere of housing and com-
munal services and there are no possibilities of its using
in the sphere of education, medicine and so on. In par-
ticular, some scientists notes that opportunities for part-
nership between government and business or possible
spheres of its using is much broader [11]. Other ones

also point a wide range of possible areas of PPP mech-
anism application. In addition, it is worth noting that
their number is increasing recently [12].

At the same time, the PPP mechanism will not be
suitable in every case. Scientists Ndandiko, Ibanda are
united by the conclusion that PPP mechanism is suita-
ble in such cases [13]:

— there is a major investment programme, re-
quiring effective management of risks associated with
construction and delivery;

— the private sector has the expertise to deliver
and there is good reason to think that it will offer value
for money;

— the structure of the service is appropriate, al-
lowing the public sector to define its service needs as
outputs/outcomes that can be adequately contracted for
in a way that ensures effective, equitable and account-
able delivery of public services in the long term;

— where risk allocation between the public and
private sectors can be clearly made and enforced;

— the nature of the assets and services involved
are capable of being costed on a long term, whole of
life basis;

— the value of the project is sufficiently large to
ensure that procurement costs are not disproportionate;

— the technology and other aspects are reasona-
bly stable and not susceptible to short term fast paced
changes;

— planning horizons are long term, with assets
intended to be used over long periods.

Generally, benefits for local authorities that will
be achieved from implementing PPP mechanism at the
level of amalgamated territorial communities include
saving resources, good management and using innova-
tive solutions, sharing responsibilities with the private
sector and sharing government facilities with third-
party users. The main benefits of PPP are the financial
benefits for local authorities (municipalities) as well as
the socio-economic benefits for amalgamated territorial
community.

Individual profitable PPP projects could be a
source of new financial resources through the profit
sharing between the private operator (partner) and au-
thorities of amalgamated territorial communities. Thus,
the project can be implemented without creating a bur-
den for the budget, while released budget resources can
be directed to other goals such as health care, education
and other social projects.

Accelerated project implementation will allow the
community to get a faster effect from implementation
of new services or improving the quality of existing
ones and it will contribute to increasing private invest-
ment and economic development of amalgamated terri-
torial communities.

Finally, PPP changes the role of local authorities
from the body that owns and exploits into an authority
that administers and controls. This allows the local gov-
ernments to improve the quality of communal services,
while reducing the expenditures of local budget, includ-
ing the cost of human resources to provide these ser-
vices.
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Restriction on PPP mechanism implementations
that are being formed by scientist reflected the practice
of concluding the relevant agreements.

Ukraine has involved the private sector in infra-
structure projects since 1998. It has PPP experience in

the energy, transport, water and sanitation sectors. To-
tal investment committed to PPPs since 1990 are
$2,121 (US$ million). Total investment in active PPPs
are $2,003 (US$ million).

The largest PPP projects under construction or op-
eration in Ukraine are presented in the table 1.

Table 1
Largest PPP projects in Ukraine
Project Name Sector Financial Closure Investn_we_nts
Year (US$ million)
DTEK Botievo Wind Farm Electricity 2012 $458.00
Active Perovo Solar Plant Electricity 2011 $411.80
Active Ohotnikovo Solar Plant Electricity 2011 $200.00
Activ Dunayskaya Solar Plant Electricity 2012 $168.00
Activ Starokozache Solar Plant Electricity 2012 $167.50
Odessa Terminal Holdco Limited Ports 2009 $130.00
Activ Mityaevo Solar Plant Electricity 2012 $123.00
Novoazovskiy Wind Farm Phase | & 11 Electricity 2011 $118.40
Luganskvoda Water and 2008 $102.00
sewerage
Odessa Water Utility Water and 2003 $100.00
sewerage

Source: [14]

It should be noted that a system for registering PPP
projects in Ukraine is fragmented. The State Property
Fund hold registers of PPP projects and Concession
projects, respectively. However, the registration of
PPPs at the local government level at the State Property
Fund is not mandatory. In addition, Ministry of Re-
gional Development, Building and Housing and Com-
munal Services and the Ministry of Energy and Coal
Industry maintain registers of PPP projects in their sec-
tors.

According to official data, there are 186 projects
implemented in Ukraine on the basis of PPP on the Jan-
uary 1, 2017 and its number has been increased to the

production,
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level of 196 projects on the January 1, 2018 [15]. In
2017 the most PPP projects implemented in Ukraine are
for processing waste - 112 projects (60%). In second
place was collection, purification and distribution of
water - 37 projects (20%). In third place - the projects
of construction of motorways, roads, railways, runways
at airfields, bridges, road overpasses, tunnels and sub-
ways, sea and river ports and their infrastructure (9%).
Least implemented are projects in the service sector,
since tourism, leisure, recreation, culture and sport ac-
count for only 1% of the total number of PPP projects
(see Fig. 1).

tourism, culture
and sport; 1%

other; 3%

waste processing;
60%

Figure 1: Distribution of projects implemented in Ukraine on the basis of PPP by field of use

(Source: compiled

At the same time, today there is a positive trend
drafting PPP project in accordance with the procedure
provided by the Law of Ukraine "On Public-Private
Partnership" which defines a new tender procedure.
Thus, priority areas for the implementation of PPPs, on

on the materials [15)

the one hand, is reconstruction the object of communal
property - systems of collection and utilization of bio-
gas at the Landfill of Solid household waste, on the
other one, is construction of multi-apartment house.
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In 2018 the largest number of PPP projects imple-
mented in the sphere of collection, purification and dis-
tribution of water. There are 31 projects in this sphere
and it is 47% of total number of projects. At the second
place is production, transportation and supply of heat.
There are 8 projects in this sphere and it is 12.1% of
total number of projects. At the third place is processing
waste (7 projects; 10.6%). The smallest number of pro-
jects is in the service sector — tourism, leisure, recrea-
tion, culture — only 1% of the total number of PPP pro-
jects.

The largest number of PPP projects in the world in
the first half of 2016 accounted for the energy sector
(76), with the second biggest being transport sector
(15), and third being water and wastewater (12) [16, p.
87]. Energy had the newest projects and largest invest-

ment — 72 percent of the global total. Transport cap-
tured 25 percent, while water and sanitation had only 1
percent.

Leading position of the energy sector is due to its
priority in sustainable development policy by 2020. All
76 energy projects during first half of 2016 were in the
electricity segment, with 19,7 billion dollars in invest-
ment commitments. Electricity generation projects ac-
counted for 18,3 billion dollars in investments, while
distribution and transmission projects accounted for
450 million dollars and 983 million dollars in invest-
ments, respectively. Approximately 9,3 billion dollars
of investments in electricity generation went to 57 re-
newable energy projects, 30 of which were solar.

Distribution of PPP projects in Europe is different
from Ukraine. In 2014 sectoral breakdown by number
of projects is shown in Fig.2.

Telecommuni-
cation; 3

Public order
and safety; 4

Housing and
community
services; 6

General public
services; 7

Transport; 23

Recreation and
culture; 3

Education; 14

' Environment; 7
/ /_
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Figure 2: European PPP market by sectors in 2014
(Source: compiled on the materials [17])

It should be noted that the structure of PPP pro-
jects in Europe something has changed recent years, but
the leading place remains for transport and education.
The largest number of PPP projects in the world in 2018
was in the education sector. At the second place was
transport sector, telecommunications sector and envi-
ronment sector. At the same time transport sector re-
mained the largest in value terms with over EUR 7 bil-
lion worth of transactions (EUR 7.6 billion in 2017).
The telecommunications sector was the second most
active one in terms of value with an aggregate value of
EUR 3 billion (EUR 2.1 billion in 2017). In the educa-
tion sector, the number of projects that reached finan-
cial close decreased from ten to nine and the aggregate

value similarly decreased to EUR 952 million (EUR
958 million in 2017) [17].

The United Kingdom was the largest PPP market
in Europe, both in terms of value, with a total of EUR
3.8 billion in 2016, and in terms of number of projects,
with 28 deals closed. France was the second largest PPP
market both in terms of value, with a total of EUR 2.4
billion, and in terms of number of projects, with 16
deals closed.

Regarding PPP forms, it should be noted that 62%
of the projects implemented in Ukraine in the form of
public-private partnership are concession contracts.
Therefore, in 2018 in Ukraine there were 41 concession
contracts and 24 common activities contracts. Their
distribution by state regions is shown in Table 2.
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Table 2

Distribution of PPP projects by forms and regions of Ukraine

PPP forms Total n:rr;}tégsof PPP
Ne Regions Concession Corr_lrr_l(_)n ac- Contract of
tivities PPP

1  Vinnitsa 0 0 0 0
2  Volinsk 0 0 0 0
3 Dnepropetrovsk 0 0 0 0
4 Donetsk 2 2 0 4
5 Zhitomir 0 1 0 1
6  Zakarpatsk 4 5 0 9
7  Zaporozhe 4 0 0 6
8 Ivano-Frankovsk 1 0 0 1
9 Kiev 10 0 0 10
10 Kirovograd 0 1 0 1
11 Lugansk 1 0 0 1
12 Lvov 3 1 0 4
13 Mykolaiv 14 1 0 15
14  Odessa 0 6 0 6
15 Poltava 0 5 0 5
16  Rovno 0 0 0 0
17 Sumy 0 0 0 0
18  Ternopol 0 0 0 0
19  Kharkov 1 0 0 1
20  Kherson 1 1 0 2
21 Khmelnitsky 0 0 1 1
22  Cherkassy 0 0 0 0
23 Chernovtsy 0 0 0 0
24 Chernigov 0 1 0 1

Together 41 24 1 66

Source: [15]

Therefore, in Ukraine there are a number of re-
gions in which PPP projects are not yet implemented.
The largest number of PPP projects is implemented in
Mykolaiv region.

Both partnership forms and their modifications are
being developed. For example, in the past certain forms
of partnership including concession applied only to the
construction of motorways and district heat supply to
the population, but today they are widely using in such
spheres as education and some types of public
transport. That is, projects implemented through PPP
mechanisms extend from infrastructure to service in-
dustry.

In other words, in our opinion, PPP mechanism
forms the basis for the joint responsibility of the state,
community and business for the developing those sec-
tors that are most important to the local economy. For
example, among them the main are: infrastructure (con-
struction of roads, railways, underground, schools and
hospitals, stadiums, construction of new and recon-
struction of worn urban transport systems and housing
objects); humanitarian (improving the quality of educa-
tion and health); environmental protection s (imple-
mentation of alternative technologies and renewable
energy); agricultural sector (construction, operation
and management of irrigation projects, construction
and operation of grain terminals, agricultural recycling)
and others.

A partnership involves two or more parties com-
mitted to a common goal, sharing risk and yielding a
reward to all the partners. In PPP mechanism there is
cooperation between the public and private sectors in
one or more areas of the design, development, construc-
tion, operation, ownership or financing of infrastructure
assets, or in the provision of services.

Ukraine has an experience in implementing PPP
projects but most of them are at city level. Therefore,
the most expensive pilot project in Ukraine is under-
ground parking in Lvov. Approximate cost of the pro-
jectis 7-15 million Euro, so it is not surprising that such
a sum of the city budget is not feasible. The main point
is that private partner determines the quality of man-
agement by knowing how and who will manage this
process (tariff, advertising, etc.). In the town of Malin
(Zhytomyr region) PPP project was implemented in the
sphere of transporting heat boilers from the consump-
tion of imported gas to local waste. In the city of Kyiv,
such PPP project was implemented as Dolobetsky Is-
land — the city of sports. Investor cleans up the island,
create a sports infrastructure (temporary structures),
provide security, streamline, and maintain sanitary and
hygiene standards. In turn, the city authorities reno-
vated the Venetian bridge, which connects the city and
the island [18].

Another important aspect that should be taken into
account when talking about the PPP abilities for ensur-
ing sustainable development of amalgamated territorial



20 Wschodnioeuropejskie Czasopismo Naukowe (East European Scientific Journal) #3(43), 2019

)|
EESY| |

communities is the issue of legislative regulation of re-
lations between the public and private sectors. In this
context, it should be noted that the interaction of public
and private operators in the initiation of partnership,
implementation of joint projects, and monitoring and
control of their course should be clearly regulated by
law. This will ensure the success and effectiveness of
partnership.

In Ukraine, the organizational and legal principles
of interaction between the public and private partners
are set in the main legislative act of the state - the Law
of Ukraine “On Public-Private Partnership”. The Law
indicates the main features of PPP in Ukraine and iden-
tifies its possible areas of application. It is important
that the Law creates a legal framework for the imple-
mentation of PPP projects in various legal forms not
limited to concession or lease agreements. Overall, in
our opinion, adoption of the Law is a significant step
towards a more effective use of regional infrastructure
and attraction of additional investment. However, it is
not without drawbacks, including the absence of clearly
defined mechanisms for practical implementation of
PPP projects (e.g. project implementation stages, re-
quirements for the project design, the list of issues that
require mandatory coordination at the stage of the pro-
ject agreement, and those that may arise during its im-
plementation).

It should also be noted that in addition to the Law
there is a series of adopted Resolutions and Decisions
of the Cabinet of Ministers of Ukraine that govern the
PPP implementation organization, identification of
partnership risks, their assessment and determination of
forms of management, analysis of the efficiency of the
PPP.

It is also important to note that a system for regis-
tering PPP projects in Ukraine is fragmented. The State
Property Fund hold registers of PPP projects and Con-
cession projects, respectively. However, the registra-
tion of PPPs at the local government level at the State
Property Fund is not mandatory. In addition, Ministry
of Regional Development, Building and Housing and
Communal Services and the Ministry of Energy and
Coal Industry maintain registers of PPP projects in their
sectors.

Therefore, Ukrainian PPP legislation contains
many controversial issues related to: communication
problems between the partners, legislative and regula-
tory issues, funding problems. Respectively, legislative
acts are also far from ideal and require significant im-
provements.

In view of certain imperfection of legislation and
limited ability of amalgamated territorial communities’
authorities to co-finance PPP projects, their successful
implementation requires compliance with a number of
requirements.

In particular, potential projects must comply with
the following criteria.

Firstly, the project should have a positive socio-
economic effect for the amalgamated territorial com-
munity. It means that it should reduce fiscal impact on

the local budget as well as may involve insignificant
co-financing from the local authority.

Second, the project must have a commercial com-
ponent and be attractive to potential investors. The pro-
ject must have acceptable financial and economic effi-
ciency (IRR, NPV); a private investor should be pre-
pared to develop a feasibility study for the project; the
project should be characterized by a steady demand for
goods / work / services provided by a private partner;
the absence of significant barriers to the entry of a pri-
vate partner on the market (the lack of the need to ob-
tain a large number of licenses, permits, etc.).

Thirdly, the source of the return made by the pri-
vate partner of the investment should be the payment
from the consumers / users of the services (an example
can be a park, the maintenance of which is engaged by
a private partner, profit from visitors or small entrepre-
neurs renting places for shopping and entertainment es-
tablishments). A private partner can receive a fee from
the local police, but in this case, the police should be a
consumer of services (payment for heating schools,
hospitals, kindergartens, etc.).

It is also important to note that the project should
not involve large-scale construction work, which will
require substantial investments in adjacent infrastruc-
ture (electricity supply lines, roads, other communica-
tions), and the local authority should be the manager or
owner of the land on which the project is planned to be
implemented.

The process of PPP organization at the level of
amalgamated territorial communities in general can be
presented as three stages (Fig. 3). At the same time,
their content and special requirements are defined by
the public partner depending on the scope and possible
forms of PPP, or by public and private partners to-
gether.

In the first stage, opportunities for partnership of
public and private sectors are evaluated taking into ac-
count the analysis of the current socio-economic devel-
opment of amalgamated territorial community and pro-
spects of its sustainable development. The problems of
sustainable development of amalgamated territorial
community identified during the analysis indicate the
areas where the PPP mechanism should be applied due
to the resource constraints of local budgets. The
grounds for the decision are the poor state of infrastruc-
ture; volume, structure, and quality of the unmet de-
mand for the services analyzed; the need for new infra-
structure, etc. Besides, when deciding on the need for
involvement of the private operator to solve the prob-
lems of sustainable development of amalgamated terri-
torial communities, one should assess not only the need
for such projects, but also determine the conditions of
implementation of PPP projects, analyze the obstacles
for involving the private operator to provide public ser-
vices, and determine the financial model of the partner-
ship, possible risks, and expectations from the project.
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Figure 3: Process of PPP organization at the level of amalgamated territorial communities
Source: authors

The second stage deals with the procedure of the
PPP agreement conclusion. It, in turn, involves three
consecutive steps: competition preparation, competi-
tive selection of the private operator and documentation
arrangement. Before the competition on the PPP agree-
ment, it is necessary to prepare detailed information on
the infrastructure, which will be transferred to the pri-
vate operator. The objects of analysis are the following:
the creation of goods and provision of services, finance,
production facilities, personnel and management. After
the analysis, the actual state is compared with the pre-
vious periods and the plan. The competition procedure
for selecting proposals (preparation, organization and
the competition) and choosing the winner - the future
private partner in the implementation of PPP is regu-
lated by the relevant Regulation of the Cabinet of Min-
isters of Ukraine, which approved the Procedure for
Competition to Determine the Private Partner for Im-
plementation of Public-Private Partnership on Objects
of State and Municipal Property and Those Owned by
the ARC.” After determining the winners, the docu-
mentation that accompanies the PPP agreement is ar-
ranged, the conditions in which citizens or legal entities
will be given land under the agreement are determined,

as well as the possibility of obtaining them without bid-
ding (competitions, auctions).

The third stage provides for the procedure for
monitoring the performance of the obligations under
the PPP agreement by the private partner. In our opin-
ion, the procedure for monitoring the PPP agreement
performance with the local authorities should include
the following already at the conclusion stage: a plan of
control activities; agreement of the activities plan with
the private operator managing the infrastructure; defin-
ing the rights and obligations of the supervisory author-
ity; at the performance stage: summarizing the results
of monitoring the activities; agreement of the activities
to eliminate violations (if such were found) with the pri-
vate partner.

The public sector, in our opinion, should play a
key role in initiating PPP projects (represented by the
local government as collective representatives of amal-
gamated territorial community interests), as the author-
ities, on the one hand, are obliged to ensure balanced
socio-economic development of the local community,
efficient use of available resources, and, on the other
hand, as rightly noted by scientists, they “are able to
correctly formalize the “road map” of implementation
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of PPP projects” based on factors such as the available
potential, regional resource and legislative restrictions,
sectoral priorities, territorial differentiation in terms of
development, territorial location of production facilities
and others.

To ensure the sustainable development of amalga-
mated territorial communities, we believe that PPP pro-
jects should be initiated during the strategic, territorial
and sectoral planning. These projects need to be part of
the long-term plan and program design for social and
economic development of amalgamated territorial
communities, regions, the state, and industry strategies.
Development of PPP projects at this stage will not only
significantly improve the efficiency of the plans and
programs of socio-economic development of local sys-
tems, but will also help regulate the interaction between
local governments and private companies. However,
for this it is necessary to improve the institutional con-
ditions and implement the appropriate procedures and
tools of PPP project management into the activities of
local governments. Therefore, when involving private
partners to the management of state and municipal
property it is necessary to use project management
methodology.

Since the state should play a key role in initiating
PPP projects for local governments, it has primary re-
sponsibility in this regard. Thus, in our view, special
attention should be paid to the following aspects: as-
sessing alternatives (with the project and without it);
transparent competitive selection of the private partner;
public discussion of the project and its future results
(including for the purpose of creating favorable condi-
tions for the project from the local community); the pro-
ject’s correspondence to the master plan for the city and
other local and regional programs; providing access to
services for socially disadvantaged groups; provision of
social protection, including through regulation of the
tariffs for services and their reviewing conditions; pro-
vision of defined quality parameters of services; com-
pliance with laws and regulations, industry standards;
the roles of the parties, division of functions and re-
sponsibilities; equitable distribution of the risks associ-
ated with the project; determining the conditions of
guarantees to the private operator; the ability to regard
for the possible changes in the environment in the pro-
ject within the partnership and others. These aspects
should always be considered by local authorities.

For better understanding of the consequences of
implementation of PPP projects from the point of view
of the public (community) interest and entrepreneurs,
evaluation of the public and private sectors partnership
project is important. Generally accepted efficiency in-
dicators of a project are the following: net present
value, internal rate of return, payback period. However,
these figures are more important to investors because
they allow determining what their income will be
throughout the duration of the project and in what pe-
riod of time their expenses will be covered. However,
we would like to note that none of the above indicator
alone are sufficient for its approval by local authorities.

For local authorities representing amalgamated
territorial communities, evaluation results for public,

social, environmental, fiscal and economic efficiency
of the project are important.

Evaluation of social efficiency allows answering
the following question: how useful is the implementa-
tion of this project for amalgamated territorial commu-
nity and region in general? In other words, this compo-
nent determines the overall benefits that the project
brings to the society. For example, creating conditions
for sustainable and effective development of life sup-
port systems of cities, villages, and towns; moderniza-
tion and development of utility systems; improving the
quality and reliability of services provided to consum-
ers, installation of additional hardware and software for
remote monitoring and control of industrial systems,
etc.

Evaluation of social efficiency of the project in-
volves determining the effect on the socio-demographic
processes, living standards, labour force status, quality
of labour potential and more. Equally important is to
achieve a particular environmental effect.

The environmental component of the evaluation
should determine the level of the project effect on the
environment, the expected environmental and related
social, economic and other consequences of the project.
The evaluation should result in a conclusion about
whether the project is environmentally acceptable and
provides a stable environment. Extremely important is
the evaluation of the project budget. This evaluation
should be built based on a comparison of budget re-
ceipts and payments.

Evaluation of the economic efficiency of the pro-
ject should be built on determining the impact of the
results of the project on the level of economic develop-
ment, investment activity, innovation, trends in science
and technology, without which no progress and further
existence of the economy are possible.

Conclusion. It can be noted that the attitude to the
mechanism of PPP in Ukraine is ambiguous. Some
scholars see this mechanism as the way for radical pos-
itive changes in the economy of the regions and the
country as a whole, while others believe that the mech-
anism could lead to another budget spending and pub-
lic-private partnerships may be another redistribution
of public enterprises, and this, in turn, would lead to a
sharp increase in the cost of social services, etc. Entre-
preneurs are afraid of strengthening of the role of the
state and its intrusion into the sphere of freedom of
competition and reallocation of resources. In this re-
gard, they express opinions that the state having the
capital and mastering the new technology of the private
sector and using administrative resources can cause
pressure in the mechanism of interaction.

On the one hand, the implementation of PPP
mechanisms in practice may be associated with certain
problems. The following should be noted: the loss of
control over the implementation of the project (the pos-
sibility of losing control by the local authorities should
be excluded at the stage of conclusion before the pro-
ject implementation); reducing service quality (poorly
structured agreements can lead to inefficient provision
of services by operators, as they are primarily interested
in profit, and can try to achieve this goal at any price);
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increased budget spending (at conclusion it is important
to analyze the objective capabilities of the budget, if
this is not done it could lead to higher budget costs in
the provision of services to all consumers).

On the other hand, despite the existence of some
problems, it should be stated that there is a need for
such partnership, as these phenomena are possible only
if the PPP projects are poorly structured and many sig-
nificant points are not reflected in the agreements with
the private sector. To avoid these negatives, represent-
atives of local authorities should be highly qualified,
there should be relevant laws and clearly defined mech-
anisms for their implementation. Under such conditions
one can expect the positive consequences of PPP.

Today, there is a lack of methodological base ob-
served. In addition, successfully solving these problems
requires quite tough methodological rules of how to do
it. Moreover, such a policy should be developed as a
result of dialogue between the government and busi-
nesses, in finding mutually agreed positions. This is the
meaning of PPP: governments set priorities, and in this
case, it is important that they are accurately and clearly
defined and are best suited to take into account the in-
terests of the public, and business in this case has to
fulfil the governmental orders in good faith.

We believe that the interests of the amalgamated
territorial community in such a partnership should be a
priority, and local authorities must defend them using
the above-mentioned features. However, today they are
not used in full.

A clear indication of this is the fact that the in-
volvement of the private sector for a long time took
place in the conditions when the state did nothing to
determine the qualification and financial requirements
for those operators that are in the appropriate infrastruc-
ture sector. After all, if one or another private operator
is allowed in the relevant market, it must manage infra-
structure professionally and efficiently and understand
the financial, economic, technical and environmental
aspects of the relevant facilities. Now some steps are
made in this direction, but they are clearly insufficient.
Moreover, businesspersons are not guilty that such
work is not performed. Nevertheless, to refuse the PPP
in general when it is so well established in the world
must not be done either.

To ensure that public-private partnership could be
implemented at the level of amalgamated territorial
communities of our country, it is necessary to form a
number of institutional conditions and changes associ-
ated primarily with the establishment of legislative
platform for the implementation of such projects.
Among them, the following are worth noting:

1) detailing and updating the requirements to be
met by operators wishing to enter the relevant industry,
in particular, regarding the evidence of their financial
security and their ability to operate;

2) forms of project implementation of the plans;

3) justification of the choice of form of private
sector involvement by local authorities;

4) implementation of effective monitoring by lo-
cal authorities regarding the performance of current

functions and investment commitments by private op-
erators;

5) development of requirements for the reporting
system of the private operator;

6) involvement of the public in the decisions re-
garding the transfer of infrastructure to the private sec-
tor and identifying the frequency and types of social
control;

7) development and implementation of the mech-
anism for determining responsibility of representatives
of the private sector for their actions or inaction causing
property damage to amalgamated territorial communi-
ties and vice versa, definition of the mechanism for re-
turn of investment, etc., acceptable to both parties.

Properly constructed and legally regulated system
of partnership between the state and private operators
will allow to attract additional investment resources,
better share risks, responsibility and reward between
the partners. In turn, this will encourage the private in-
vestors to join the process of activating local socio-eco-
nomic development on the terms of mutually beneficial
cooperation and social partnership.

Subject to maximal effectiveness of the partner-
ship, investments will be given that provide social and
economic development of amalgamated territorial
community and innovation in the long term.
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DEVELOPMENT OF INNOVATIVE SOCIETY

T'aspunenxo A.C.

Kauouoam eKoOHOMIYHUX HAYK, GUKIA0aY Kaghedpu 8ilicbK0BOI nio2omosKu
Biticokosoeo incmumymy menexomynikayiu ma ingpopmamuszayii imeni I'epoie Kpym

PO3BHUTOK IHHOBAIIIMHOI'O CYCILJIBCTBA

Summary. In the article the essence of the concept "technological way" is disclosed. It was noted that tech-
nological innovation leads to the result of scientific and technological progress, which leads to an increase in labor
productivity, modernization of means of production and transformation of the current technological structure.
Technological structures formed as a result of the development of society are considered. It is noted that the delay
in preparing for the transition to a new technology leads to the country lagging behind the leaders of world devel-
opment, and the premature stimulation of the transition can lead to heavy losses in the economy, social disasters,
lower living standards and economic security.

AHoTanis. B cTaTTi po3KpUTO CyTHICTH MOHATTS «TEXHOJIOTIYHUH YKiIa1». 3ayBa)eHo, 110 Pe3yJIbTaTOM Ha-
YKOBO-TEXHIYHOT'O MPOTPECY BUCTYMAIOTh TEXHOJIOTIYHI iHHOBAI, SIKi IPU3BOAATH /10 3pOCTAHHS ITPOLYyKTHBHO-
CTi mpani, MoJiepHi3auii 3aco0iB BUpoOHHUITBA 1 TpaHCHOpPMalii YNHHOTO TEXHOJOTIYHOTO YKiIany. Po3riaHyTo
TEXHOJIOTIYHI YKJIaJH, [0 COPMYBAINCH B PE3YJIbTATI PO3BUTKY CYCHUIBCTBA. Bin3HaueHo, 110 3aIi3HIOBaHHS B
MiATOTOBIII MIEPEX0ay HAa HOBUH TEXHOJOTIYHUH yKIJIa BeJe 0 BiCTaBaHHS KpaiHHU BiJ JIiepiB CBITOBOTO PO3BHU-
TKY, a IepeaJacHe CTUMYJIIOBaHHS MEPEX0y MOKE MPUBECTHU 10 BAXKKHUX BTPAT B €KOHOMIII, COIIaJIbHUX KaTaK-
Ji3MiB, 3HIDKCHHS PiBHS KHUTTS 1 eKOHOMIYHOT Oe3IeKH.

Key words: scientific and technological progress, technological style, innovation, innovative economy, inno-
vation culture, innovative society.

Kouosi cnosa: naykoeo-mexmiunuil npoepec, mexHono2iuHull yKiao, iHHO8aYis, IHHOBAYINIHA eKOHOMIKA,
inHogayiuna Ky1emypa, iHHo8ayiline CyCnilbCmeo.
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