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Abstract: This article 15 devoled o the theoretical study of the formation  and
implementation of PPP models, here are offered suggestions regarding the effectiveness of their
application in various cconomic and social sectors, The author offers the new approach to the
methodology of partnership relations between subjects of public and private law in the
imnovation sphere, basing on the triple helix cooperation
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1. Introduction

The concept of PPF as a means of attracting individuals” funds to perform socially
important infrastructural projects has deep historical reots. This refers to concession relations
known in the davs of ancient Rome, In the time of Roman Empire, munisips used to transfer the
control over the objects of antique infrastructure such as post stations, ports, markets, baths to
private individuals. Concessions were also applied by the construction of the famous Roman
water supply system,

In the XVII century in Europe bridges, canals, dams were built basing on the concession
contracts as well as many public utilitics were operated in such a way. In England. a group of
British noblemen formed road construction trusts, which borrowed funds from private investors
for road repairing purposes and retumed the loan through collection of transportation tolls.
Construction of the great London bridges had been funded by special bridge trusts up to the
middle of the XI1X century, and at the end of the XIX century the Brooklvn Bridge in Mew York
was built using the same scheme with the participation of the private capital. In France, under
concession terms (the model "user pavs™) there were constructed canals, tunnels etc. Concessions
gained rapid development in the XTX - XX centunes with a view (o the construction of railways,
urban sewage svstems and other infrastructural objects. All the raillways in prerevolutionary
Fussia were constructed by means of concessions.

Furopean legislation has more than a century long history of concession relationships.
Meanwhile, there are significant difTerences in the interpretation of the concept "concession”,
noled in the Interpretation of the Commission of Tnlerpretative Communication on Concessions
under T Law (CTCC, 20000, adopted by the Furopean Commassion in 1999, Sa, there wene
imdicated signilicant dilTerences belween tes thal are formed mside the concession agresments
and those ol the usual governmental contracts of subomlinale type, soverned by the T Directive
GAAVERC (TRC, 1993) that allow w consider the concession relationships as the parinership. Tn

particular it relers o the joinl private and public interests. Concessions are characlerizel as
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runsler of the exclusive rfghls W operale and manage stale owned infrastroctore Gacilites and
public services mom public authorities o individoals, under condition the last @kes over the
ecomommic Tisks, Public senvices are interpreted within the meaning ol the Thrective 92/50T0EC
(FEC, 1992) regarding pubhic services" contracts, that are provided by legal entities of public law
(mational, regional and local authonties and organiabons that are created by these aothones) o
migel the needs of society and have no industrial and commercial nature.

The involvement of privale pariners [or implementation of projects in the public sector in
il modern sense originated in the UKL In the early 905 the government of John Major provided
the Privale Finance Initiative (PFT) - the first systematic program aimed at stimulating privale
imvestments, which appeared as a result of concemns about increasing of the governmental debt in
the standard model of public procurement in 80s, On the initiative of PFT the state ondered the
comstruction of capifal facilities that required large investmenis o the private coninbutors Tor
their own account, Afler the Tacility's construction had been completed it was taken in the long-
term lease by the state, Thus, the private investments were remunerated by paying rents, and
alter the expiration of the lease period the facility was transferred to the state ownership at a
symbolic cost or even free, Tnmomany cases, a contributor was involved in the subseguent
operation of the facility and eamed an income from this, Infrastructure objects (such as highways
and railroads, schools, hospitals, prisons, ete,) could become the subject-matter of the private
financial imitiative, Within the peried of only 5 vears from 1997 fo 2003 of #zenith in the UK PFI
mechanism there were implemented 363 projects having a total value of 35.5 billion pounds,
Attraction of infrastructure technologies and the quality of services invelving private investments
wiere the matters of great importance for Great Britain,

In the practice of Western countries the applyving of PPP has significantly expanded and
become an alternative to privatization (semi-privatization) of ¢ssential facilitics in the fields of
clectricity, transport, utilitics, health, education and national security, Germany and Austria used
PPP as a mechanism aimed at reducing of governmental intervention, particularly by
administrative decision-making in sectors that were traditionally statc-owned: encrey, heavy
industry, mining industry, banking (Scherrer, McOuaid, 2011). PPP projects are well adapted to
the sphere of medicine, namely to the construction of hospitals. In Germany and Austria PPP
contracts are concluded for the period of 23-30 years,

A famous German scientist describes the changes in the social role of the state when its
primary purposc becomes not the authoritative influence, but the provision of "the life support”
on the basis of private law beginning with the simplest ones - supply of water, gas, clectricity
and services that meet the most demanding needs: public transport, postal, telephone, telegraph
connectivity, and social protection {Forsthoff, 2007) . Thus, the state is secn as a kind of agency
for the production of public services. Some of these services can be produced by the state itself,
and a part them only with the involvement of the private sector (Rubinstein, 2007) Each partner
acts in his own interests and in the interests of the society, namely acquires a social function.

2. The model of PPP for infrastructure and social cervices

The PPP model in the sphere of rraditional secial responsibility, namely in the field of
infrastrucmmre and public services has been implemented by many countries, whose expericnce
has been studied at the EU level. Its concept s footheld in the Green PPaper on PPI* and EU law
on public contracts and concessions (CEC, 2004). The document provided the concept of I
accortfing v which PPP owas inlerpreted as various [omms ol cooperation between  public
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authurities and businesses, which serve W provide [mancing, construction, medemization,
management, eperalion, inlrasrocione or services,

Amongst the features of PPP in inlrastrocture and public services” sphene there wene
specifed:

* The relabive lemporal durabion of cooperative relations belween public and private
partners on variows aspecls of the planned project;

s Private investing, sometimes co-financing on the basis of an agreement between the
parties;

& The important role of the private partner as an operator (manager), which is significantly
invelved in the varicus phases of the project (design, completion, implementation,
funding); the participation of the public parner concentrates primarily on defining the
objectives to be achieved in terms of public imterest, the quality of services provided,
pricing and general control over the implementation of the goals set;

« Distribution of risks between the public and private parners, determined in each case
separately according to the capabilities of the parties to evaluate, monitor and overcome
said risks.

The introduction of PPP into the sphere of infrastructure and public services had the
following advantages: attracting of private financing due to limited budgetary (public) funds; use
of know-how and working methods of the private partner; creating of the added walue for
customers and society at large and the optimal use of resources; following this model the state
moved away from the role of the direct manager, passing it to the private partner. This model of
PPP took place on a contractual basis by means of public contracts” and concession agreements’
conclusion, and covered a range of activities that were to some extent fulfilled by the private
partner with regard to the engineering, financing, design, maintenance, operation or provision of
public services. Selection of a private partner occurred on a competitive (tender) basis.

In the Green Paper there was also launched an opporiunity to institutionalize these
relations inte a joint stock company established basing on a joint public-private property,
imvolving the public partner into this J5C; but this form of interaction was not given enough
attention.

World Bank conducts structuring of PPP projects (Worldbank, PPP Glossary) in the
following areas: production, transmission and distribution of electric energy; transmission and
distribution of natural gas; telecommunications; airports; sea ports; railroads; ol highways;
sewage (reatment facilities; utilities; and offers a classilication of PPP models in infrastructure
and public services:

. Comtracts for the operafiona management and feaxing (fease) confracty (Management
ard Lease confracts): a privale company oblains an object of the public property Tor operational
management or under leasing (lease) terms for a certain period of Hme.

- dn the operafional management confract the siale remunerates the management

services ol the privale pariner amd bears operational risks;

- I the leaxe contraed The stale gels rental from the enant, and operational nsk falls on

the privale company.

2. Concession: The government provides powers of possession and operation of existing
concession facilities on a contractual basis to a private entiy for a fee under the terms of
repaviment. Public partner possess the facility (realty), while the private partner shall be entitled
to rehabilmate and improve it within the time period defined n the concession agreement. A
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privale company bears all operating and nvestment risks. WH points oul the Tollowing bypes off
COTMCESSTONS:

- Rehabilitation - apevational management - fransfer (Rehabilitate - Operate - Tramnsfer,
ROT): private entily rehahilitates (reconstructs) the existing  (acility, operates and
mainlains i al his own nisk for the enbire period of the contract;

- Rehabilitation - lease - transfer (Rehabilitate - Leave - Transfer, RET): privale entily
rehahilitales (recomstructs) the existing Facility al its own risk, leases or rents il from
the government, operales and maintains the Gacility at s own risk dunng the period ol
the contract;

- Buwilding - rehabilitation - operation - fransfer (Build - Rehabifitare - Operate -
Transfer, BROT): private entity builds adders 10 the existing facility or completes
partially the constructed ohject {facihiv), rehabilitales existing assets (capilal asseis),
operates and maintains the facility at his own risk,

3. Projects presupposing construction of a new facility (Greenfield projects); a private
company or 4 public-private joint venture builds and operates a new facility within the time
period indicated in the contract. The following types of projects are singled out:

Building —lease — ownership (Build — Lease — O, BLOY;
Building — operational management — transfer (Build — Operate — Transfer, BOTY;

- Building — ownership — operarional management (Build — Chwn — Operare, BOCY,

4, Asset sale, privatization (Divestiture); a private company buys shares of a state-owned
enterprise a5 a result of asset sales, public offering, or mass privatization program in two ways:

- Privatizavion, 1.e, the transfer of 100% of the shares of a state-owned enterprise to
private individuals (persons);

- Partial transfer of shares of a state-owned enterprise which cither presupposes or does
not the transition of the object’s management to private individwals,

One of the WB experts J. Delmon states; " commercial agreements and contractual
structures that apply to PPP are extremely diverse in forms., WH classification is not a restrictive
requirement for the public scctor to use specific schemes out of the mentioned above, but rather
cxamples of methods through which a private company may be involved into the project ... there
exists no ideal scheme, except the one which takes mnto account in the best possible way the
conditions of the country, industrics invoelved into the project or the content of problems to be
solved.” (Delmon, 2009}

3. The model of PPP in the innovation sphere within the Triple Helix Cooperation

PPP model is peculiar in the sphear of research, development and innovation. This
model has other historical background and is relatively young, but not less successtul that is used
in practice of many countries of the world, The purpose of this model is to organize relations
within the innovation system that will allow to invalve all participants of Innovative processes to
the joint decision making, to take into account and harmonize their interests and to achieve the
optimal combination of commercial and social effects of innovation activitics. In
some works (Scherrer, MceCuaid, 200 1), this model applics to the orzanizational model of PPP.

Orzanizational PP allow to provide the interaction between the public, private and the
third sector {15 meant the society as such) in order to promote economic and social policy in the
ficld of development. Just within this model, P is seen as one of the options for implementing
imvestment and inmovation policies al national and regional levels. Such partnership can be

applied o development objects ol any lorm ol properly, nol just the governmenial ones, as well
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ax Lhe public partner in 1L is nol only the stale as the owner, bul other entities of public law. In the
FPP muulel in the inmovation sphere there are pimarily involved public research onganieations
(mslilutions), universilies, laboratores and others,

Imitially PPP s reganded as relaiions of cooperation in the sphere of B & TX, formed
nearhy the industry, government and umiversilies, plaving the mstrumental role i mirsdecing ol
the new lechnodogies o the market (Wessner, 2003, The founder of the modern comcepl of PPP
im the imnovation sphere A Tink (Tink, 20063 notes, thal this term was chosen o show the
development dynamics of relationships between the government and private research institules,
from the time the Arst acled as a costomer of research until then he became a pariner in the
research, 1o the evolution of the role of public entity in pariner relationships. C. Cobum uses
this term as a synonym for collaboration (cooperation) in the sphere of research, joint public-
privale imitiatives (Cobum, 19935),

Some more narrow definition of parinership as a research joint venture (Research Joint
Wenture) is used by A, Link and L. Baver (Link, Baver, 1989), According to the definition of
the UUSA Council on Competitiveness (CC, 1996), partnerships are seen  as cooperation
agreements involving companies, universitics and government agencies and laboratories in
various combinations with the combining of resources within the framework of common
phjectives" implementation in the sphere of B & D (OECD, 1997), Dhifferent forms of scientific
collaboration and cooperation have been actively developing in the US. and the countries of
Western Europe since the 805 wears of XX contury,

In 1997 OECD defined a national innovation system as "a set of private and public scctor
institutions, which separately and in interaction contribute to the development and spread of new
technologies within a state." (OECD, 1997 If imtially these relations have lincar, vertical
(between the government and other entitics) and horizontal (between science and business)
nature as in Figure 1, then gradually they become more complex and occur on a helix (Figure 2).

Fig.1 Fig.2

DO

The [vunders of the non-linear model of "tnple helix®” are H. Tekowite (TT5A) and L.
Levdesdor!T (Metherlands) (Fodeowite, Leydesdor(l, 2000). Tn the theory ol iriple heliz
[ormation WIS 18 charactervesd by complex muliilateral infrasiruciural linkages between
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elements: governmenl, science and business, and by the origin in areas of mixed lavers of public-
privale organieational fwmes, that Facilitate the spreml of imnovations.

Accornding o the theory of triple helix NT3 participants actively interact with each other
through the exchange of Onancial, matenal and inelleciual resources, forming a vanely ol
organtzalional forms, responsible for innovalions, The results of s process are imcohators,
seience parks, veniure funds and other specific participants of imnovation infrasiroctune, Active
imieraction and cooperation between elements of NTS s also implemented in joint innovation
achivity of public and private law subjects on contractual and institutional hasis,

Unlike WIS mundel, which implies non-interference ol the government as a ruling enlity in
the horieomtal  relationships between major actors of  innovation  relationships:  research
organizations and private business entities (Fig, 1), in the helix model, presented in Figure 2, the
twist of the basic structural elements (government, science and busimess) form more complex
and diverse relationships in which the leading role can switch from one element o another,
depending on the economic and social conditions.

The origin of the triple helix model ocours when the government and science, represented
by scientific organizations and private business entities take joint efforts to stimulate mutually
the cfficiency of cach other, Typically, the formation of a triple helix is initiated by the
government or regional authorities, who organize together with scientists and businessmen
discussions on the cconomic development of the whole country or the particular region or form
Joint bodies responsible for innovation development, For that purpose representatives of the
three  sectors: science, business and government mect together for brainstorming, initiatives'
forming, finding resources for national and regional development.

When the new knowledge becomes the basis for the creation of new companics, science
begins to dominate in the triple helix model, while government and business play a supporting
role in the development of scientific research. At this stage, rescarch and scientific centers arc
cstablished, there occur interdisciplinary (integrated) studies, science gets extra resources for
rescarch from business, With the support of the state and private business entitics science
becomes a source of imtellectual capital for venture business and the creation of start-ups.
Science scctor through incubation infrastructure creates companics and provides technology
transfer. Industrial enterprises form in their turn structures providing rescarch and educational
process on the basis of scientific institutions and universitics. The mobility of individuals
{cxperts, professionals) from one helix to another - from the state administration to business,
from business to science, from science to state administration — becomes an important clement of
the triple helix. Such personnel shifting stimulates the generating of new ideas, joint projects,
provides the interaction between the components of the M5,

In 2004 Organization for Economic Cooperation and Development (OECLY) conducted a
study of PP mechanisms in innovation sphere (OECD, 2004). Based on analvsis of the stadied
expericnce OECD defined PPP as any formal (official — note of the author) relationships or
arrangements for fived S walimited peviod of time berween public and private participants in
which borh parties interact in decision-making process and fnvest fimited resowrces such as
money, personnel, equipment and informartion to achieve specific goals in a particular field of
scienee, fechnoloy and innovation.

‘There were also highlishted the features of PP in the innovation sphere:

I Testitutionalization or formalization of velationships. PPP relabons bear  lormal
character, Le. are made and fixed on the official legal basis (contracts, agrecments, Contracts,
ele.). PPP can alse have nsblutional basis (hackgroundy that is be mealized inoa separale
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organizational and legal form. Outl of formal relationships there can arise nfvrmal relations and
Arrangements.

2. The participation of the state or another public partmer. In the person of public
pariners act mowvernments, local anthorties, sovernment laboratonies, research institoles, slale
universilies, mwvemment agencies, organizalions and enlerprises, and associalions.

3. Eguitable notwre of the relotionships and the existence of common goals and
aspivations, Tnleraction ol the parties have an equal parinership nature which s achieved by
parity, halance of interests of the state (social orentation) and privale pariners (profic) and the
availability of joint unidirectional interests.

4 Co-imvestment of resources, contributions of the parties and the active imvolvement
of partners in the decision-making process. Parbal imvestment of resources includes money,
property, human rescurces, intangible assets, equipment, intellectual property, know-how,
technology, expertise, information and more. Co-investment implies the active involvement of
both partners in administration, management, decision-making as to the area of activities.

3 Distribwtion of risks, cosis and profits in proportions  according e mutual
agreements.

PPP Model was opposed to the measures which are vsed in traditional politics in the
imnovation sphere;

- Public procurement system having the target orlentation;

- Implementation of B & D (research and development) in the public sector and

technology transfer from the public sector;

- target subsidization of the business R & D through direct and indirect methods of

financing;

- Infrastructure assistance to the business R & D,

It was noted, that such a traditional model has led to the formation of a "split® between
the sphere of knowledge peneration and the sphere of knowledge application that means in fact
between science and innovation. The science, which was financed from the budger, focused no
longer on the real needs of the industry and business, and the latter lost the motivational levers
for innovations, because their interests were not actually considered. Moreover, a programming
technique of resources” focus primarily on technological achievements, which were given
priority, resulted in the losses of potential in the non-technical ficlds of science.

In 2004, the European Commission publishes a program of actions, consisting out of 10
paragraphs "Putting knowledge into practice: a broad-based innovation strategy for the EU" (EC,
2006y, which laid the foundation for the creation of the market of innovative products and
services. It was stated there that Europe should keep the tradition of a strong and responsible
public sector and ol the same tme realize in full the potential of a private enterprise in the
mnovaltion sphere ol Europe.

The document contained references to Esko Aho Report "Creating an innovative Europe”
(Aho, 2006), which emphasized the necessity o make the business al the most focused on
imnovalion as core object of interest "until it 15 not oo late”. He also stressed the implementation
of a broad PPP strategy in the sphere of financing of innovations, the creation of technological
platforms and collaborative technological inmtiatives. This strategy also paid attention to the
regivnal aspect of PPP and the creation of innovation clusiers.

In 2006, the vice-chairman of the Commission on lnnovation and Competition Policy of
UM EEC Albert M. Link, whose rescarches are extensively used by the MNational Science
Foundation, the ORCTY and the World Bank, proposed concepiual approaches to the PPP docinne
in the sphere of innovations., He points oul that despite the el that in the delmition ol "public-private
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partnership”, the words "public” and "private” ane paramount, the mam emphasis should be placed on
"partnership™ (Link, 2000). A Link claims that PP should be considersd as;

Formal and informal relationships (ie. official and unofficial — the note of the
author) between public and private parties o B & T processes (o public partners he
gltributes all the entities that use state, federal and local (unds, including federal
govermnments, state governments and local authorities, while to private partners - any
leyal form, using private funds, especially specialized commercial companies);

- Organizational  (instilutiomal)  combination  of  public and  private, [nance,
infrastrucmire and research resources embodied in a contractual or institutional format.
Morcover, the participation of the state can be either crucial or not, depending on the
purpose and speciic area of partnership.

In the PPP model by A Link the government in the true sense becomes a "partner” rather
than "a catalyst” and even more than a "regulator” in the sense that involves unilateral eftect.
Thereby in PPP relationships the government acts not as an anthority, but as an cqual partner, as
an entreprencur, who is ready to share the risks of the innovation activities, This view is
expressed by him in the concept «Goverment as Enterprencurs, enounced in the same-titled book
(Link, 20009}, The author notes that the benefits of joint participation of the government and other
public entitics are associated with a combination of commercial and social components of
imnovation processes. Thus, the collaborative partnerships on the one hand, can cause the
imcrease of the commercial potential of scientific institutions” researches, and on the other hand
encourage private companies to implement socially significant projects in the sphere of R & 1,
when investment prospects are evaluated as long-term and poorly predictable, and risks of
commercialization are considered as significant.

Models of PPP in infrastructure and innovation spheres, offered in this article are
alternative models of relevant fields” development. Both models are aimed at improving relations
between the subjects of private and public law and harmonization of their interests in respective
segments of the economy, but at the same time, they have significant differences. Let us recap
them at the table given below;

FPP Models In Infrastructure In Innovation Sphere

Objects Typically  of the exclusive state | No limitations are set
ownership and natural monopolies

Subjects The public partner - the government and | The public partner s seen more widely as
local authaorities; the private partner - | any entity of public law, including public
private companics institutions and organizations

Interests Public interests of the state as the owner | Public + private interests. Interests of the
+oprivale ones, Indirectly interests of the | sociely represented directly by scientific
community (socicty) as a beneficiany Institutions

Belationships | Bilaterally reciprocal Multilateral aimed at achieving of a

commaon goal

Organizational | Most  often contractual:  concessions, | Partnerships withiwithout  forming  of’

forms propernty  management, rentals, lcasing | legal entitics, cooperative agreements
and other

Forms of | Public (stale. mumcipal, federal) without | Can imply the transfer of ownership or

properly lransfer of ownership properly (exceplional) nght w the object

Positions of | Typically, the privale pariner is a more | Cgual, depemding on the  proporlions

the partners detenseless  party, while the  public | speeificd i the contract.  (Mien a
partner as an owner  has  cortain | eontrolling stake 1= given to the private
advanlages pariner
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We helieve that the PPP mudel of the triple helix allows providing of a real parinership
nature of relationships” organiang and eMective combination ol inlerests and inlenbons ol
pariners W achieve the determined goal. The mode] presented encourages the privale pariners [or
cooperalion (hrough real Gnancial mechanisms: jont mvestment of resources, proporbional
dhstribubiom of profils and responsibility, The government acls il as an entrepreneur willing o
share the risks of the innovation, This is especially efTective in the case where:

- Stwdies di not have an obviows markel allrachiveness;

- Research and development have the social focus (health, environment) and regquire

sigmificant imvestments;

- Tnnovations are highly nsky and reguire quite a long time o oblain the expected

profit,

In general, 1t can be defined that PPP i the system of iniple helix constifutes a system of
multilateral infrastructural links between institutions representing public, private and secial
interests with the composing of mixed public-private organizational forms, that contnbute o the
creation and spread of innovation in any field
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