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Government and business interaction
in Eastern Europe:
specific features of the public-private partnership

Abstract. The main principles of modern economic relations including financial interaction of the government
and business have become the centrepiece of the development of the post-socialist countries where the
Eastern European countries belong to. Among the most popular models of interaction between the government
bodies and the private sector, or the public-private partnership (PPP), the following ones can be specified: a
cooperation model, a concession model, a lease model, an operator model, a contractual model.
Approaches to the state-business interaction in Eastern Europe within the public-private partnership often
depend on different criteria including the degree of the state’s economic development, its legal system in
general and the system dealing with this particular issue, the vision of the role of the government and business
partnership in the economy, setting and implementation of objectives and tasks at a certain stage of the
country’s development, the prevailing public attitude to the private sector, and so on.

The mechanisms of interaction between business and government in Eastern Europe revealed in the course
of our analysis allow us to define the examples of the most efficient cooperation, find the causes of some
projects’ failures, determine the causes of potential problems and risks, and develop and propose most
universal ways to improve interaction between the business and the government. The countries of Eastern
Europe in the focus of our research are at the initial stage of the development of public-private relations that
are primarily expressed in the public-private partnerships.
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Bonoxosa H. B.

OOKTOP iNnocoChbKMX HayK, OOLIEHT,

Kacbegpa cinocodii Ta couionorii, akynsTeT eKOHOMIKM Ta MEHEO)KMEHTY,

MiBoeHHo-3axigHun gepr>kaBHun yHiBepcuTeT, Kypcbk, Pociicbka ®egepalis

CniBnpaus 6i3Hecy Ta Aep)xaBu B KpaiHax CxigHoi €Bponu:

0CO6MBOCTI flep>XaBHO-NPUBATHOIO NapTHepPCTBa

AHoTauist. OCHOBHI NPUHLMMNX CyYaCHUX EKOHOMIYHMX BIGHOCWH, A& 3HaXOAMTb MicLe 1 dhiHaHCOBa B3aeMOpIist
aep>kaBu Ta 6i3HECY, CTanu OMNOPOK PO3BUTKY AEPXXaB KOMLWHBbOro couTadbopy, Kyan BXOASATb i KpaiHu
CxigHoi €Bponun. Cepep, HarbinbL 3aTpebyBaHNX Mopgenelri B3aEMOAIi ep)KaBHNX CTPYKTYP i3 NpuBaTHUM
CEKTOPOM EKOHOMIKM, a60 XX Aep>KxaBHo-NpusaTHoro naptHepcTaa (A1), MoXXHa nepepaxyBaTu Taki: Mogenb
KoonepaLlii, Mofienb KOoHUeci, Mogesb NisnHry, Moaens oneparopa, LOrosipHa Mofenb.

Migpxoow po cniBpo6iTHULTBA fep>xkaBu i1 6idHecy B kpaiHax CxigHoi €Bponun B pamkax Aep>XaBHO-NpuUBaTHOMO
napTHepCTBa 4acTo 3anexartb Bif, Pi3HUX KPUTEPIiB: CTYNEHS EKOHOMIYHOro PO3BUTKY LEep>XaBu, CUCTEMM
3aKoHOOABCTBA B LNOMYy Ta B AaHOMY MUTaHHI 30Kpema, 6ayeHHst poni gep>kaBu i BidHec-napTHepcTBa
B €KOHOMILji, MOCTaHOBKM Ta peanidauii uinen i 3aBagaHb Ha NeBHOMY eTari PO3BUTKY KpaiHW, rPOMafChKOi
OYMKW LLIOAO NPYBATHOIO CEKTOPY Ta iH.

BusiBneHi Ha OCHOBI Halloro aHanisy mMexaHismu B3aemogii 6i3Hecy 1 aep)xasu B kpaiHax CxigHoi €sponu
LO3BONSAIOTb OXapakTepu3yBaTy Halbinbl edeKTUBHI NPUKNaan, BU3HAYUTK NPUYMHA MPOBaniB OesaKnX
NPOEKTIB, BCTAHOBUTU MPUYNHMA MNOTEHUINHUX NpobnemM i pu3unKiB, BUPOOBUTN N 3anpornoHyBaT HanbinbL
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YHiBepcanbHi LUASXU PO3BUTKY B3aemofii npusaTHoOro 6isHecy 1 peprkasu. KpaiHu CxigHoi €sponu, Lo
3HaxoasaTbcsl B (DOKYCi HaWOro AOCNIOXKEHHS, nepebyBaloTb Ha MOYATKOBOMY eTani poO3BUTKY OGi3HeC-
OEPXKaBHMX B3AEMVH, LLIO BUPaXKaKOTbCS, NePLU 3a BCe, B Aep>KaBHO-NMPMBATHOMY NapTHEPCTBI.

KnrouoBi cnoBa: CxigHa €Bpona; 6i3Hec; npuBaTHWA KaniTan; ypsg; Oep)Xasa; Lep’kaBHO-NpuBaTHe
napTHepcTBo (MMM1); ekoHoMiKa; iHppacTpyKTypa.

Bonoxosa H. B.

OOKTOP UNocoCKMX HayK, OOLIEHT,

kadegpa dunococdun n couymonormm, akynsTeT SIKOHOMUKN 1 MEHEMKMEHTA,

KOro-3anagHbii rocygapcTBeHHbIn yHuBepcuTteT, Kypck, Poccuiickas Pegepauus

CoTpyaHudecTBO 6U3Heca U rocyaapcTea B cTpaHax BocTtouHon EBponbli:

0CO6EHHOCTN rocyapCTBEHHO-YaCTHOIO NapTHeEPCTBa

AHHoTauusi. OCHOBHblE MPUHLMMbI COBPEMEHHbIX 3KOHOMUYECKUX OTHOLUEHWA, FAe HaxoguT MeCTo W
hMHaHCOBOEe B3aMMOLENCTBME rocyaapcTsa U 6u3Heca, CTanu OMopon pPasBUTKS roCynapcTB ObiBLIEro
coufiarepsi, Kyga BXOgAT WM cTpaHbl BoctouHoli EBponbl. Cpegn Haubonee BocTpebGOBaHHbIX MoZenen
B3aVMMOLENCTBNA FOCYAAPCTBEHHbIX CTPYKTYP C YaCTHbIM CEKTOPOM 3KOHOMWKW, WM rOCySapCTBEHHO-
YacTHoro naptHepcTsa (M4I1), MOXKHO nepevncnuTb cregyroLme: MOgenb koornepaummn, MOgenb KOHLECCHN,
MOAENb NU3NHra, MOAesb onepaTopa, 4OroBopHas Mogernb.

Mopxoppl B paboTe rocymapcTea M 6usHeca B cTpaHax BoctouHon EBponbl B pamkax rocyaapCTBEHHO-
YaCTHOro MapTHEPCTBA 3a4acTyld 3aBUCAT OT PasHbIX KPUTEPUEB: CTEMEHN 3KOHOMMWYECKOrO pas3BuTUS
rocyaapcTea, CUCTEMbl 3aKOHOLATENbCTBA B LIESIOM U B JAHHOM BOMPOCE B YAaCTHOCTW, BUAEHUS POSM
rocygapcTsan 6u3Hec-napTHepCTBa B 9KOHOMMKE, MOCTaHOBKM LIENIEN 1 peann3aummn 3agad Ha onpegesieHHOM
aTane pasBuTUSA CTPaHbI, CIOXXUBLLEroCcs OOLLECTBEHHOIO MHEHNS MO OTHOLLEHMIO K HACTHOMY CEKTOPY U Mp.
BbisiBNeHHblE HA OCHOBE HaLLIEro aHann3a MexaHu3Mbl B3aMMOAENCTBUS B3Heca 1 rocygapcTea B CTpaHax
BocTtouyHoli EBponbl MO3BONSAOT OXapakTepusoBaTb Hambonee 3dEKTMBHbIE MNPUMEPbI, ONPEAennTb
NMPUYMHbI NPOBASIOB HEKOTOPbLIX MPOEKTOB, YCTAHOBWUTb MPUYUHBLI MOTEHUMANbHbLIX MPOGIEM N PUCKOB,
BblpaboTaTb U NPEeQJIOKNTL Hambosee YyHUBEPCasbHbIE MYTU PasBUTUS B3aUMOOENCTBUSA YacTHoro 6usHeca
n rocypgapctea. CtpaHbl BocTtouHon EBponbl, Haxogswmecs B hOKyce Hallero nccrnegoBaHuns, npeboisatoT
Ha Ha4vasibHOM 3Tane pasBUTUSA BM3HEC-TOCYAAPCTBEHHbIX B3aMMOOTHOLLEHWI, BblPaXKaloWmUXCcsi B YaCTHO-
rocygapCTBEHHOM MapTHEPCTBE B NEPBYIO O4eEpeb.

KnroueBble cnoBa: BoctouHas EBpona; 6u3HEC; 4YacTHbI KanuTan; npaBuUTENIbCTBO; rOCYAapCTBO;
rocyaapCTBEHHO-4acTHOe napTHepcTBO (TYI1); skOHOMMKA; NHPaCTPYKTYpa.

1. Introduction

The object of our research is the economy of Eastern Europe, and in particular, the factors of in-
teraction of the state and private capital. Therefore, first of all, the area of the study should be de-
termined, since there are some discrepancies on this point. The Eastern European region was being
transformed in the early 1990s, it used to be a historical and geographical concept and then became
a geopolitical entity due to the collapse of the Soviet Union and the weakening of the socialist re-
gimes in a number of European countries. The following countries belong to the Eastern European
countries: Belarus, Bulgaria, the Czech Republic, Hungary, Moldova, Poland, Romania, Russia, Slo-
vakia, and Ukraine. Some scientists do not distinguish the countries of Eastern Europe as a sepa-
rate group, but use the term Central Eastern Europe, adding Albania, Bosnia and Herzegovina, Croa-
tia, Montenegro, Slovenia, Turkey, Serbia, Latvia, Lithuania, Estonia, Cyprus, Kosovo, Malta, and the
Northern Macedonia to the above-mentioned countries. We explain this by the fact that the transi-
tion economies of these countries are similar in many ways, which leads to the lack of consensus in
approaches to classification in the international economic practice. Therefore, in our study, we dis-
tinguish the ten mentioned-above countries as Eastern Europe and identify the following main criteria
(or indicators) that reflect the features of the interaction between business and government in there:

e development of the legal framework regulating relations between the government and business;

e the value of implemented and active PPP projects, taking into account country’s GDP;

e the number and scale of implemented and active projects;

e distribution by sectors of the economy where the projects were implemented or are being exe-
cuted, etc.

During its institutional formation, any government is building special relations with the private
sector of the economy, i.e. partnership and mutual benefit become the basis for interaction bet-
ween the developing state and business. The history of the development of these relations goes
back centuries and is traced into such protoforms as excise, mercenary, privateering (or piracy),
concession, corporation and so on. It is more correct to say that the protoforms were not acts of
partnership, but rather the delegation of a number of functions by the state until the level of its de-
velopment made it possible to perform them independently and on a full scale.
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In general, in terms of a state, public-private partnership can be a way to attract private capital to
finance and manage the facilities which the government considers necessary to retain the ownership
of, but does not have sufficient funds for the construction, maintenance or improvement of the letter.
For business, this form of interaction is as a reliable way to make profit by working at or providing ser-
vices for the objects of public property. With proper organization and honest legislation, public-private
partnerships can be beneficial for the government, business, citizens and society as a whole.

2. Brief Literature Review

The experience of transferring to the private sector the function of financing (construction, recon-
struction, operation, management, etc.) of state-owned socio-cultural and industrial infrastructure
facilities in Eastern Europe is not massive and not always successful. For example, the infamous
case of the Czech experience in the execution of the project for the construction of an 80-km sec-
tion of the highway D47 (2001-2003), where the customer, represented by the government, suffered
significant financial losses (the government was forced to pay about EUR 20 million for the breach
of the contract). This once again indicates that the issues of public-private partnership are not suffi-
ciently developed, and, first of all, in terms of legislation (CEE Bankwatch Network, 2008).

If we take into account legislative regulation in the framework of interaction between business
and the state, most countries in Eastern Europe have special laws regulating public-private part-
nership (for instance, Poland, Russia, Bulgaria, Romania, Ukraine) or have legislative acts that en-
shrine the basic principles of its implementation (Slovakia, Czech Republic, Belarus, Hungary),
however, there are countries where PPP is not yet legally regulated (Moldova). Russia is a fede-
ration and in addition to two Federal acts, there were adopted some clarifying legislative acts on
the regulation of public-private partnership in a number of regions. This is just one of the indica-
tors of difficulties existing between private business and the state economy. The other criteria we
used to analyze the situation also determine the weak sides of the interaction entailing serious
risks and problems.

If we refer to the history of the development of the phenomenon under study and its methodo-
logy, we can talk about the theoretical justification of the interaction of the state and private business
by the founders of the European economic school of mercantilism which later became a full-fledged
direction of economic activity and policy. The end of the XVII century in France, the era of J.-B. Col-
bert, was marked by a close connection between private capital and public projects aimed at impro-
ving tools and instruments of production, buying up industrial secrets, participating in the construc-
tion of roads, canals, bridges, etc. The liberal orientation of the relations between the business and
the state, especially in such countries as England and France that can be called the flagships of clas-
sical political economy, ensured «honest partnership» between those participants. The first hints of
the phenomenon of public-private partnership can be found in the writings of A. Smith and J. S. Mill.
The latter recognized the need for government control in the form of a state monopoly and in ge-
neral formulated the idea of a system concept of the public-private partnership. A. Marshall, F. List,
J. M. Keynes, W. Eucken, F. von Hayek, P. Samuelson, R. Musgrave, and others - all these are the
names of economic theorists and practitioners of the XIX-XX centuries whose works in one way or
another considered various aspects of the interaction of the state and the government and the pri-
vate business, its formation, development, distinctness and significance. The main specialists of the
modern period who study issues of interaction of the business and government are A. Akintoye et al.
(2003), H. van Ham and J. Koppenjan (2001), A. Verbeke and M. Roll (2016), M. B. Gerrard (2001),
D. Grimsey and M. K. Lewis (2005), J. Delmon (2009), V. Knupfer (n.d.), E. S. Savas (2000), G. Hodge
(2007, 2014), A. L. Schneider (2000) and many others.

Among the Russian researchers, the following names should be mentioned: M. S. Hayrapetyan
(2009), A. E. Barinov (2006), A. V. Belitskaya (2009), V. G. Varnavsky (2002, 2005), M. A. Deryabina
(2008), N. F. Efimova and G. A. Makhovikova (2013), I. V. Zapatrina (2011), I. V. Kuznetsov (2012),
K. I. Kolesnikova (2008), S. S. Litvyakov (2013), S. E. Litovchenko (2007), N. V. Reznichenko (2010),
N. D. Kholodnaya (2009), V. A. Chernyavsky (2013).

Rigorous studies in the field of government-business interaction in various spheres in Eastern
Europe have been conducted in recent years by the following authors: J. Bu€ek (2016), T. Butcher
and V. Gentchev (2009), M. Kacirkova (2006), A. Dudnyk et al. (2017), S. S. Lal et al. (2011), D. Da-
laklis, P. Siousiouras and A. Maniatis (2014), L. Dmytrychenko, I. Braylovskyi and K. Miller (2014),
T. Bencze and E. Mindak (2016), L. Nemes et al. (2015), O. I. Soskin (2016, 2019), T. V. Uskova
(2013), L. V. Eder et al. (2017), Yu. Husyev (2017), D. Chemtob et al. (2019) and others.
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3. The Purpose of the paper is to analyze the current trends and directions in the evolutionary
development of various models of cooperation of the government and business in Eastern Europe
(Belarus, Bulgaria, the Czech Republic, Hungary, Moldova, Poland, Romania, Russia, Slovakia, and
Ukraine).

Assessing the complexity of the expansion and development of the phenomenon of public-pri-
vate partnership, we should mention three main areas that need to be addressed when implemen-
ting and executing projects within the framework of government-business interaction, namely: con-
ceptual difficulties related to the legal (i.e. legislative aspects), microeconomic (i.e. directly connec-
ted with the production within the framework of PPP) and functional (i.e. dealing with the specific
terms and results of PPP contracts and agreements) areas of a public-private partnership. All these
areas require close attention and continuous additional revision.

On the one hand, public-private partnership opens up new opportunities for market expansion
for private business, but, on the other hand, the risks of both parties in case of imperfect legal, func-
tional and microeconomic components in the government-business interaction increase.

4. Results

The main theories comprising the basis of the philosophy and practice of collaboration of the
government and private business at the modern stage of development are rarely singled out, and
those of the high relevance are singled out below:

* agent (agency) theory which specifies and fixes the rights of ownership and information between
economic agents and fixes the terms of the contract;

e the theory of transaction costs which seeks to comply with the interests of the parties involved,
the terms of contracts and mechanisms for its execution;

e the theory of operational expenditures which takes into account non-asset generating activities
at the different stages of the business operation, for example, the costs of finding partners and
co-founders, assessing the project’s feasibility and profitability before the decision-making re-
garding its start, drafting the terms of the contract and everything related to it, the cost of nego-
tiations, actions and conditions to ensure them, as well as the regulation, management, and con-
trol of contract issues and production cycle.

German researchers, for example, along with the transaction costs theory, name two more im-
portant theoretical approaches in the modern PPP (see the overview by Koschatzky, 2017):

e the theory of open innovation with knowledge inflow and outflow;

e the theory of economic geography (spatial economics).

Other important concepts connected, in particular, with implementation of PPP projects are the
concept of information asymmetry and the concept of incomplete contracts.

In Eastern Europe, financial markets, the banking sector and private investment are still regarded
as weaker and not so well-developed | comparison with the «old» western economies. This is due,
of course, to risks, high vulnerability of these countries’ economies, and depreciating currencies.
The countries of Eastern Europe have experienced serious economic crises, although the extent of
the impact was different and corresponded to the degree of pre-crisis macroeconomic imbalances,
the level of economic openness and integration into the European market (Personal Financial Uni-
versity, 2018). The indicators of the dynamics of real growth just in the phases of the most severe
crises - the GDP of some Eastern European countries of 2012 in the percentage ratio to 1990, to
2000, and to 2008 is presented in Table 1.

In Table 2 you can see the real GDP indicators of the countries we observe for the latest years
from 2016 to 2019 which allows to understand the real state of affairs. The GDP indicators of the
Eastern European countries are accommodated according to their places among all world countries.

Table 1:
Real GDP in 2012 as the percentage ratio to the chosen years of economic downturns of some
Eastern European countries (GDP, PPP in constant 2011 international USD million)

COUNTRY % to 1990 % to 2000 % to 2008 % to 2012
Hungary - 65.7 85.8 80.8
Poland 35.8 51.5 71.1 80.8
Slovakia - 49.5 80.4 84.2
The Czech Republic 58.2 61.1 85.8 84.3
Bulgaria 59.7 53.1 85.2 84.9
Romania 55.5 48.9 81.5 77.1

Source: Compiled by the author based on data by WB (2019)
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Table 2:
The real GDP indicators of Eastern European countries
(GDP, PPP in constant 2011 international USD million)

Number
of the country COUNTRY 2016 2017 2018
(Eastern Europe)

1 Russia 3621.154 3680.186 3673.167
2 Poland 990.786 1039.708 1093.233
3 Romania 429.158 459.678 277.852
4 The Czech Republic 330.676 345.069 355.275
5 Ukraine 327.641 335.721 346.919
6 Hungary 253.622 264.586 278.064
7 Slovakia 158.671 163.495 170.090
8 Belarus 159.274 163.307 168.288
9 Bulgaria 126.823 131.656 135.713
10 Moldova 21.135 22.126 22.879

Source: Compiled by the author based on data by WB (2019)

While investigating the nature of an economic crisis, we can recall the theory of long waves (cy-
cles) created by N. Kondratiev (1928) where he considered an economic crisis to be not a sponta-
neous phenomenon, but a cyclical one corresponding to the descending stage of that very cycle.
This phase, begun in the world in 2007 and it is characterized by profound technological changes
in the global economy and is often mistakenly referred to as a «repeated economic recession», will
continue for approximately 25 years. This is what the economist O. I. Soskin (2016) says regarding
taking into account the upward phase of the increase and the growth and the downward phase of
decline and depression (stagnation) of the long economic cycle: «the slowdown in the dynamics of
the world economy which was shown by the forecast of the International Monetary Fund for world
GDP growth in 2016-2017, will last until 2020, and then there will be another 12 years of depression
and stagnation». To prove the viability of the abovementioned forecast, one should note that the new
IMF data signifies the fall of the world GDP for 1% in 2019 as compared to 2018 (IMF, 2019).

If we look directly at the situation in the Eastern European countries, and Ukraine in particular, we
clearly understand that they are in the phase of the decline that always lasts for 12-15 years and by
2020 can stop in only the most economically developed countries, where, in turn, «a 15-year phase
of depression and stagnation will begin following the phase of the decline» (Soskin, 2019).

All this did not contribute to the rapprochement in the interaction of business and the govern-
ment. Although, this variant of an economic partnership can become a certain alternative for the
emerging market countries in hard times. Banks, financial organizations, and private companies
that can join an organizational and institutional alliance with the government for the duration of a
significant project - this is a likely and mutually beneficial scenario for solving problems in a number
of the Eastern European countries. Building correct, legally sound and institutionally verified rela-
tions in the interaction of the business and government is a part of the theory of «mixed economy».
This is becoming a new stage and an important strategy in improving both market structures and
the Eastern European economy as a whole.

In the course of our research, we came to the following conclusions.

The most popular sectors for the employment of the private sector funds in terms of the imple-
mentation of the public orders are:

1) sections of roads and highways with elements of road facilities construction;

2) transport facilities in a broader sense, including pipeline, railway, water, air, and public transport;

3) the energy sector, and above all, facilities for production, transmission and distribution of elec-
tricity;

) facilities for processing, recycling, and placement of solid municipal waste;

) healthcare facilities along with the arrangement of recreational and sanatorium-health resort areas;

) educational, cultural, sports, tourism and recreation facilities and other social services;

) other facilities where the share of private business in the projects implementation is minimal.
What is the situation with the government-business interaction in the different areas of activity

in Eastern Europe? Which areas have the largest number of projects and the largest investment of

capital?

Public-private partnership shows itself in a wide variety of areas, as the world economic expe-
rience demonstrates. But there is a clear trend here: in countries with the weak or transition econo-
mies transport is the main focus of private business interests, while in the countries with the deve-
loped economic system the focus is on financing education and health projects. Here, since 2010 the

4
5
6
7
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share of education and healthcare in PPP of European countries has increased to 35% in terms of
cost and 51% in terms of the number of transactions, and the «non-transport» component as a whole
(schools, hospitals, water treatment, waste processing, etc.) for the first time exceeded half of the to-
tal cost of PPP projects (WOC, 2011).

The structure of PPP projects by industry in the Eastern European countries is very clearly
presented in the review by «KazMedTekh» (2019) of the distribution of PPP projects in the va-
rious countries of the world (Figure 1). There, the sector of private capital investment in roads
accounts for more than half of all other areas (62.16%). This priority means, first of all, that
when quality infrastructure is needed quickly, the private sector is able to respond quickly and
create it in a short time.

In general, the value of projects executed under PPP financing mechanism in Eastern Europe
is quite small. If we look at the analysis over the past 30 years, Russia has the highest indices
among the Eastern European countries (91 projects worth USD 36,924 mIn), and in the top 6
ranking with the highest PPP development level (in points) for the period of 2019 (according to
the analytical review by Rosinfra of the Ministry of Economic Development of The Russian Fe-
deration, 2019), distribution is as follows:

1) Samara region (98.7);

2) Moscow city (98.6);

3) Moscow region (98.0);

4) Nizhny Novgorod region (96.9);

5) Perm Krai (95.8);

6) Khanty-Mansiisk Autonomous Area - Yugra (93.9).

Russia’s scenario is the traditional scenario for Eastern Europe - the transport sector, housing
and utilities are actively developing within the framework of a public-private partnership, healthcare
and education sectors are going behind.

Then followed Romania (89 projects worth USD 6783 min) and Bulgaria (58 projects worth
USD 4816 min). These data can be directly correlated with GDP per capita at purchasing power pa-
rity. Here, Slovakia shows the highest percentage of the Eastern European countries, which is 76%,
then goes Romania - 63%, and the lowest percentage is in Bulgaria - 49%. In other words, the part-
nership of the government and business takes place both in the wealthiest countries (we understand
that these figures are largely achieved due to the incomes of citizens working in Western Europe) and
in the poorest countries. The identification of mutually beneficial points has a single vector of deve-
lopment - the interaction of the business and government at the level of project financing in various
social spheres.

Notes:

* the USA, Great Britain, Germany, ltaly, Canada, France, Japan.

** Austria, Belgium, Denmark, Australia, Israel, Ireland, Finland, Spain, Portugal, Greece, South Korea, Singapore.
*** Bulgaria, the Czech Republic, Hungary, Croatia, Poland, Romania, Latvia, Ukraine.

**** |ndia, Brazil, Chile, Hong Kong, Mexico, Saudi Arabia, the United Arab Emirates.

Figure 1:
Distribution by sectors of PPP projects in different countries of the world
Source: Compiled by the author based on data by KazMedTekh (2019)
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In some countries, there were periods of surge in financing a number of projects within the pub-
lic-private partnership system. For example, in Hungary in 2004-2005, we can name two major and
long-term events: the construction of M5 and M6 highways with a 22-year loan from the Hungarian
government, and the construction of the third airport terminal in Budapest. The Ministries of trans-
port of Slovakia and Poland also initiated the construction of airport terminals and highways, which
led to a viable solution of problems and promotion of projects.

The countries of Eastern Europe, being former socialist countries, remain the least prepared for
public-private partnership compared to the countries of Western or even Central Europe. The critical
assessment regarding this issue could be found in the special report by the European Court of Audi-
tors (2018) «Public Private Partnerships in the EU: Widespread shortcomings and limited benefits».

Nowadays, the cooperation between the state and business in the analyzed countries of Eas-
tern Europe is rather poorly established. In some countries, such as Moldova, there is not even a
legal framework for this issue. A number of others have completed or active projects, but in ge-
neral, there is no permanent pattern of relations.

5. Conclusions and Prospects of the Study

The 2007 crisis repeated in 2012 (repeated expectably, according to N. Kondratiev’s theory)
manifested as a slowdown in the dynamics of the world economy and its next stage is likely stag-
nation and depression. And in the context of such economic development, it is more than ever ne-
cessary to attract new forms of interaction, for example, public-private partnership as a condition
for the transition to a new technological paradigm and an attempt to bridge the technological gap
through the redistribution of budgetary funds.

The progress of the national economy of the Eastern European countries will be largely deter-
mined by the efficiency of certain forms of interaction between the state and business. The analysis
of the current trends and directions in the evolutionary development of various models of coope-
ration between business and government conducted in the framework of our research allows us to
draw some conclusions. The key moment of changing the situation should be the creation of cen-
ters for regulating interaction between business and the state. In Eastern Europe, only four coun-
tries have such organizations: Hungary (European PPP Centre), Poland (non - governmental or-
ganization - PPP Centre), Slovakia (non-profit Association - PPP Association), the Czech Republic
(PPP Association for Infrastructure Development). The main tasks of such organizations are to pro-
mote the interaction of private business and the state as an affordable investment tool, to monitor
legislative and institutional conditions, and simplify communications between the public and private
sector on the implementation of public-private partnerships. In general, such centres should be-
come information platforms that facilitate interaction between business and the state and develop
optimal scenarios for projects execution (CEE Bankwatch Network, 2008).

In our study, we mainly used materials from the time period of 2005-2012, when the interaction of
private capital and the state in Eastern Europe showed the greatest growth, both on the part of lo-
cal businesses and foreign investment. The crisis of 2012 seriously reduced the percentage of invest-
ments in public-private projects, weakening this type of economic integration, which had already been
unstable on a number of indicators. First of all, as one of the leading researchers in this field, Graham
Hodge (2014) mentions in his interview, three very important elements without which the interaction
of the private business and government will be impossible or extremely difficult are defined: 1) a pro-
fessional workforce (both on the part of the business and government) with a special arsenal of know-
ledge when developing a project; 2) a high level of mutual trust; 3) a formed legal system. Today we
can talk about a certain downfall of all the three indicators in the Eastern European countries.

When attracting private business resources, the government’s interest can be determined by a
number of aspects: 1) an additional source of revenue to the budget is formed (mainly in the form of
lease or concession payments); 2) the upkeep of the state property and the expenses for investing
in it are the prerogative of the private business; 3) the interaction, especially successful, between
the government and business weakens socio-economic problems.

Analyzing the case of the Eastern European countries, we can say that they are only at the first
stage of the development of public-private partnership and the interaction of private capital and the
state is just being established. However, judging from the experience of countries with developed
market economies, such as the United Kingdom or Australia, which have established traditions of
interaction between the private sector and the public one, we can talk about serious achievements
and unique projects being implemented. The most successful in 2000s in the UK are projects in the
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health care sector (compared to the total number of public-private projects the ratio in this field is
123 out of 352), in the USA they are in the road economy (36 total, 32 in this field); in Germany, they
are in the sphere of education (out of 56 total, 24 are in the education system, etc. More detailed
up-to-date overview of PPP projects around the world can be found in the working paper by UN ex-
perts Jomo KS, A. Chowdhury, K. Sharma and D. Platz (2016).

With proper coordination, at least with the reference to the experience of more economically de-
veloped countries, we can say with complete certainty that the interaction of the private business
and government (for example, in the framework of public-private partnership) is a big «credit card
for the government» including the Eastern European countries.

Over the past 5-6 years, as we have already noted above, the level and number of projects in
Eastern Europe have decreased. But this, in turn, allowed other forms of attracting finance to im-
plement urgent state issues to be formed. At the end of 2017, the Interbank Association of China,
together with the governments of 16 Central and Eastern European countries, initiated a project to
provide development loans (including public-private partnerships) worth EUR 2 billion.
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