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ADMINISTRATIVE SOLUTIONS FOR IMPLEMENTATION OF COMPETITION

PROJECTS IN THE FRAMEWORKS OF PUBLIC-PRIVATE PARTNERSHIP

The overall goal of public-private partnership projects (PPPs) is to find solutions to
problems combining the benefits of the private sector (availability of financial assets, good
governance, propensity for innovation and entrepreneurship) with the advantages of public sector
(social issues and environmental concerns). From an economic feasibility perspective, the PPP
project should integrate the efficiency of resource allocation with production efficiency which
totally outperforms the selected public or private projects. Traditional PPP management (projects
under the current stage of national economic development) loses its edge since it stems from the
assumption of about the project scale dimension, that is, the project results validity (products to be
made and their inherent properties). Thus, eventual PPP projects should be viewed through the
prism of systems thinking and management paradigm through which the project becomes apparent
not in isolation but as a whole in the context of what is happening. The research findings provide
evidence that enhancing management efficiency at all stages of the PPP project can be achieved
through implementation of the following actions: 1) improving public access to information about
the project and the competition procedures; 2) creating individual websites for the participation of
potential partner companies in the competition (for medium and small projects, in particular);
3) increasing competition, 4) building a real project team with an effective leader; 5) providing
opportunities for selective monitoring of the performance with the participation of external
consultants, thus facilitating a framework for enhancing transparency and overall control as well
as contributing to reducing corruption.

Keywords: government project; company project; tender management; project
implementation stages, contract.

Map’ana C. llkoxa
Kuiecokuil nayionanvHuil yHieepcumem mexno102iii ma ouzauny, Yxkpaina
CUCTEMA AJIMIHICTPATUBHUX PILNEHb JJ1s1 BUKOHAHHS KOHKYPCHHUX
IMPOEKTIB HA OCHOBI JEPKABHO-ITPUBATHOI'O TAPTHEPCTBA

3acanvna mema npoexmis depacasno-npueamrnoz2o napmuepcmea (A1) nonseae 8 noutyxky
piulenv npobnem, 6 AKUX nepesazu NPUBAMHO20 CEeKMOpY (HAA8HICMb (DIHAHCOBUX AKMUBIS,
HAJledCHe YNPAGILIHHA, CXUTbHICMb 00 IHHO8AYIlU ma NiONPUEMHUYMEBA) NOEOHYIOMbCS 3 8U200AMU
0epocasHo2o cekmopy (coyianvhi numaHus ma exono2iuni npobnemu). LlL[o6 6ymu exonomiuHo
ooyinvrum, npoexm I mae noconysamu epexmusnicms po3nodiny pecypcis 3 egheKmugHicmio
8UPOOHUYMEA, WO NOGHICMIO NepesepuLye 8UOPAHi depaicasti abo npusammui npoekmu. Tpaouyitine
ynpasninnsa  JIIII (nomouni npoekmu 6 eKOHOMIYHOM)Y pO3GUMKY KpaiHU) 6mMpavac Cceow
AKMYanbHiCMb, OCKLIbKU 8UXOOUMb 3 NPUNYUIEHHS NPO 8USHAYEHICMb MACumaby npoexmy, moomo
00CMOBIpHOCMI 11020 pe3yIbmamie (RpoOyKmu, wo SUpoOIAMUMYMbCA, MA G1ACMUBOCMI YUX
npooykmig). Bionogiono, pozensioamu moxicausi npoexmu [ nompiobno 3 no2nady cucmemuozo
MUCTIEHHA | cucmemu YNpaeuiHHsa, 68 AKUX NPOeKm NPOAGIAEMbCA HE 6 I307AYil, a 8 KOMNIEKCl, 8
KOHmMeKcmi moeo, wo 8io6ysaemucs. 3a2aiom, niciisi 0emanbHO20 AHANI3Y MONCHA CINEEPOICY8amil,
Wo niosuweHHs egheKmusHoCmi ynpaeiinusa Ha ecix emanax npoexkmy JIII mooce 6ymu oocsieHymo
WLAXOM 3ACMOCYBAHH MAKUX 3ax00i8: 1) noninwienus docmyny 2pomaocbkocmi 00 iHgopmayii
npo npoekm ma npoyeoypu KOHKYpCY, 2) CMEOpeHHs OKpeMux 6eb-catimié Ons y4acmi 8 KOHKYPCI
NOMEHYIUHUX KOMNAHIU-napmuepié (0coOIUBO Ol CepPeoHix I Manux npoexmis), 3) noCuieHHs.
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KOHKYpeHyii; 4) cmeopenHs NOBHOYIHHOI NPOEKMHOI KOMAHOU 3 epeKmusHuM J1ioepom,
5) mooicnueocmi - 6ubIpKOB02O  MOHIMOPUHSY — BUKOHAHHA poOOMU  3a  YUACMIO  308HIUHIX
KOHCYIbMAHMI8, W0 NiOUWUmMb NPO30PICMb | KOHMPOIb 6 YIIOMY, A MAKONC 3HU3UMb DIBEHb
Kopynyii.

Knrouogi cnosa: oepoicasnuii npoekm, npoekm KOMNawuii; YNpaeninHs meHoepom, emanu
peanizayii npoekmy; KOHmpaxm.

Mapssana C. lllkona
Kueeckuii nayuonanouwlii ynusepcumem mexHo102uil u ou3aiina, Ykpauna
CHUCTEMA AJIMUHUCTPATUBHBIX PEHIEHUI
JJISA PEAJIM3ALIMU KOHKYPCHBIX IPOEKTOB HA OCHOBE
I'OCYJAPCTBEHHO-YACTHOI'O HTAPTHEPCTBA

Obwas yenv npoexmos 2ocyoapcmeeHHo-yacmuoeo napmuepcmea (I'4ll) — natimu
peutenus npooiem, 8 KOMopbix 8bl200bl YACMHO20 CeKmopa (00CmMynHoCcms (QUHAHCOBLIX AKMUBOS,
Xopouiee ynpagnenue, CKIOHHOCMb K UHHOBAUUAM U HNPEONPUHUMAMENbCMEY) COYemaromcs ¢
npeuMyujecmeamu 20Cy0apCmeeHHo20 CeKmopa (Coyuanvuvie U 3Kolocudeckue npoobaemsi). B
PaMKax 3KoHomuueckou yenecooopaznocmu npoexm 'Yl oondxcen couemamsv d¢hghexmusnocmy
pacnpeoeneHus pecypcos ¢ 3¢hekmusHocmsb0 NpouU3800Cmaea, KoOmopas NoJIHOCMbIO NPeBoCXo0Um
8bIOpaHHbBlE  20CYOAPCMEEHHble UMW  YACmHble npoekmul. 1paouyuonnoe ynpasnenue 14l
(meKkywjue npoexkmvl 8 IKOHOMUYECKOM DPA38UMUU CMPAHbl) YMpavuedaem c8010 aKmydaibHOCHb,
MAaK KaK ucxoosim u3 npeonoioNceHus 0 MAcumabHocmu npoeKkmd, mo ecmos 0 0OCHOBEPHOCHU
e20 pe3yrbmamos (npodykmol, Komopwvlie 0yO0ym coelamvl, U C8OUCMEA IMUX HPOOYKMbL).
Coomeemcmeento, paccmampueams 03modicHvle npoekmsi I'HIl credyem ¢ mouku 3penus
CUCTNEMHO20 MbIULIEHUs. U CUCMEeMbl YAPpAeieHUs, 20e NPoeKm nposeisem cebs He U30IUpPOSAHHO
OM pPeanbHO20, OKPY*CaAlwe20 e20 UMEeHeHUs, a 6 KOMNJIeKce, 8 KOHMeKCme npoucxoosauezo. B
yenom, nocie npogedeHuss 0emaibHO20 AHAIU3A Mbl MONCEM KOHCMAMUPOBAmMbs, 4mo NOBbIUEHUS
appexmusnocmu  ynpasnenus Ha 6cex smanax npoekma Y9Il moocHo Oobumbcs nymem
npumeHenus credyrowux mep. 1) ynyuwenus oocmyna obdujecmeeHHocmu K UHpopmayuu o
npoexkme u npoyedypax KoHKypca, 2) co30aHus UHOUBUOYAbHBIX CAUMO8 OJisl Y4ACMUsl 8 KOHKYpce
NOMEHYUATbHBIX KOMAAHULI-NAPMHEPO8 (0COOEHHO OJisl CPEOHUX U MATbIX NPOEeKmMOos8); 3) ycunenus
KOHKYypenyuu,; 4) co30anusi NOIHOYEeHHOU NPOEKMHOU KOMAHObL C IPHEKMUBHbIM PYKOBOOUMENEM,
5) 8o3mooicHocmu  6bIOOPOUHO20  MOHUMOPUHEA BLINOJIHEHUS padOOm ¢ YYyacmuem 6HEeUHUX
KOHCYIbMAHMO8, YUMo NOBLICUM NPO3PAYHOCMb U KOHMPOIb 8 YENOM, d MAK}Ce CHU3UM YPOBEHD
KOppynyuu.

Knwouesvie cnosa: Oepowcagnviii npoekm; NpoeKm KOMHAHUUU, YNpAGIeHue MeHOepoM,
9MAanvl peanu3ayuu npoeKma, KOHMpaKm.

Problem statement. The overall goal of public-private partnership (PPP) project
management is to find solutions to problems in which the advantages of the private sector
(availability of financial assets, effective management, a propensity for innovation and
entrepreneurship) are combined with the advantages of the public sector (solving social issues and
caring for the environment). To be economically viable, a PPP project must combine the efficiency
of resource allocation with production efficiency, completely surpassing individual public or private
projects. The traditional management of PPP — projects in modern economic development of the
country ceases to be relevant, since it proceeds from the assumption of certainty regarding the scope
of the project, that is, the certainty of the project results (the products that need to be made and the
properties of these products). Accordingly, it is necessary to consider the eventual PPP projects
from the point of view of system thinking and system management, in which the project manifests
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itself not in isolation from the real changes surrounding it, but in combination, in the context of
what is happening around.

Analysis of recent research and publications. Such foreign and domestic scientists as
N.M. Bodnar [2], J. Delmon [4], L. Ganushchak-Efimenko [3], and others have devoted their
attention to issues related to the systemic management of PPP projects. Some scientists in the field
of management projects, in particular N.D. Babiak [1, p. 96], suggest considering the range of
knowledge about the PPP project management from the standpoint of multiple points of view, give
a synergistic effect: knowledge management, change management, general management, project
implementation models (and others), Strategic management, social sciences.

Highlight previously unsolved aspects of the problem. Having analyzed the research of
scientists on this problem is complex, we propose to consider the complex project from a
completely new point of view without dividing it into components, denying the possibility of
inductive analysis of the project.

The purpose of the article. The main goal of this work is to systematize management
decisions when conducting complex, complex, eventual PPP projects.

Presentation of the main research material. The provision of PPP contracts by tender is
one of the main management procedures of the state. The tender stimulates the development of
competition to select the most appropriate partner of a PPP project by maximizing the number of
applicants, protecting openness, transparency, minimizing the risks of corrupt behavior and
erroneous decisions. This is a complex, expensive and lengthy process. Often, the state also
involves the participants in the tender procedures to create conditions, harmonize requirements and
other provisions.

To optimize the management of the tender there are a number of requirements:

e open competitions should be held with a wide range of qualified participants;

e it is necessary to minimize the possibility of corruption on the part of officials and
lobbying of large companies;

e it is necessary to carry out a comprehensive economic analysis of applicants' applications
assessing the accuracy of the information provided. Most often, independent consultants and
organizations are invited to do this, who are provided with all the necessary data for detailed
calculations.

There are a large number of various criteria for the selection of a partner company. In world
practice, each proposed version of a contract by one or another potential partner must undergo a
procedure of qualified selection (due diligence). This is the process of conducting a detailed
analysis of each application for its compliance with the objectives of the future PPP project and its
most effective implementation, the absence of the hidden possibility of private influence on the
public partner. During the process of "due diligence", the project itself is proposed, proposed by the
applicant companies, subcontracts, financial documents and guarantees.

The following criteria are commonly used to evaluate financial performance:

1) the minimum required grant of money;

2) the maximum amount of concession payments;

3) the minimum duration of the contract;

4) the minimum level of the tariff, etc.

The analysis should be completed at the evaluation stage of proposals, but sometimes it is
carried out later, after the best partner has been selected. In parallel, this assessment is carried out
and stakeholders: creditors and subcontractors.

It is also important to emphasize that if the goal of the state when initiating a PPP project,
for example, is to reduce government spending, then the greatest value is given to financial criteria
(minimum subsidies, etc.). If at the forefront is the achievement of the best quality of service for
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end users and the size of tariffs, social consequences, then most often the proposals are assessed
primarily on the basis of indicators of the minimum tariff and stipulated fines for reducing the
quality of work.

The final choice of a partner as a result of all these procedures leads to the fact that a private
company becomes the only state partner for implementing a PPP project, finds monopoly rights, is
protected by law.

So, the state should take particular care in choosing its partner, create a clear, well-
established institutional environment for the selection of applicants, defining in advance the criteria,
procedures, and regulations for the tender.

At the final stages of the project development stage and the start of financing by investors, a
project company is formed. The state may require local investors to be included in the project
company in order to make possible the transfer of technology, the creation of new jobs and the
training of local personnel. The expediency of creating a project company is caused by the
following:

* This scheme allows sponsors to finance a project under the terms of the "limited right of
recourse". The right of recourse granted to creditors is limited mainly or fully to the assets of the
project. The level of recourse to shareholders 'assets is often referred to as "sponsorship", which
may include obligations to cover unforeseen project expenses from shareholders' equity or provide a
subordinated loan to cover overspending.

* It can not be affected by those arising in other areas of business that are not related to the
implementation of a PPP project.

Project management after financial closure can be carried out by the project company’s own
efforts and with subcontractors included in the management process. There are several alternative
management models. On the one hand, the project company may not have a permanent staff, that is,
all key management activities: construction, operational management and operation are performed
by subcontractors. And monitoring and control over the activities of subcontractors and the
preparation of financial statements are transferred to independent specialized companies. The only
permanent structure that has a project company in such a model is the board of directors.

On the other hand, the project company may invite subcontractors only to perform the
"construction work" and take over the remaining functions. This approach is most often used in the
concession model of PPP.

In general, it can be said that for a project company it is better to have a small staff and give
a large number of narrow functions to experienced, specialized organizations. This greatly
facilitates the process of communication and control for the state, and the leader of the project
organization becomes a public person, who also provides social support for the PPP project
(meetings with consumers, etc.). It is also necessary to entrust the work of permanent control over
the subcontractors to an independent person, rather than to perform this management function
within the project company itself.

After the tender and the final selection of a partner, the state should take the following
necessary measures to manage the project:

1. Creating a state management team.

The state management team deals with the public administration of the PPP project, in
particular, the management of the relevant budgets and functions for staffing the state, etc. It should
consist of specialists who have experience of participation in such groups. It is desirable that such a
team should include experts from different areas of knowledge: financiers, lawyers, technical
specialists, etc. Moreover, they should also have free access to external consultants specializing in
narrower issues.
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No less important is the role of the leader of the group, for establishing effective interaction
between all its members, it must be at a high enough position and have great prestige among both
state decision makers and entrepreneurs. From this directly depends on the ability to quickly resolve
certain issues on the project.

Among other things, the leader of the project team needs to develop an effective system of
motivation of the project team members, which would stimulate the team before adopting a new
approach. Support team motivation throughout the project is a key element of customer satisfaction
and project execution on time and within budget. For this, the group leader can use such
management theories as Douglas MacGregor’s X and Y theory or Frederick Herzberg’s theory of
motivational hygiene.

In order to ensure quality work on the project, monitoring its implementation, it is advisable
to nominate specialists from the administrations of the subjects of the state:

* by general purpose (economists, financiers, specialists in tariff regulation and public
procurement, etc.);

» according to the sectoral basis of the project (specialists in the energy sector, housing and
public utilities, health care, education, etc.);

* by territorial affiliation (may include local government specialists).

Of great importance for the state in implementing PPP projects is the organization of
seminars and specialized advanced training courses for state specialists who are members of such
management teams.

2. Approval of the project of the organization of construction, the actual design of the
facility and the development of technical (working) documentation.

These issues are resolved after the work of technical consultants. Documentation of a large
project is being prepared for more than a year, the price of such preparation comes to 3—5% of the
value of the investment project [4, p. 123].

3. Assistance to the project company in submitting applications, passing approvals,
obtaining permits.

It is especially important here that all these approvals are obtained by the project company
as quickly as possible, in which the state plays a fundamental role.

4. Development of a results control system.

5. Monitoring the implementation of state obligations.

6. Acceptance of construction works and the start of operation of the facility.

7. Conduct public procedures.

They should include a meeting of citizens, expert and public consultations, hearings in
legislative bodies, the dissemination of essential data about the project through the media. This will
allow creating a positive image of a PPP project in the community and expert community,
increasing its public support and acceptance, which in many cases plays a very positive role for
effective project management.

Next after the main capital costs in the project are:

1. Establish internal instructions for project management.

Approved schedule and working plan.

2. Monitoring the fulfillment by the project company of its obligations and ensuring the
fulfillment of obligations by the state.

To implement this function, the state often resorts to the help of independent specialists,
whose task is to impartially monitor the fulfillment by partners of their obligations to each other.

3. Audit and performance reporting.

4. Monitoring the financial sustainability of the project.

5. Prevention, detection and resolution of disputes in the early stages of their occurrence.
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Project management PPP does not belong to the classic functions. To fulfill its functions, the
state should involve consultants who will assist in the preparation of project management. Most
often, the involvement of consultants is used in the following cases:

* to compile a risk matrix and management plan with clarification of each individual risk, its
monitoring, management, and insurance capabilities;

In such a risk management system, a certain risk-fixing strategy should be stated by the side
that takes the risk.

* to monitor key economic indicators during project implementation.

It is also necessary to say that for PPP projects, taking into account the duration of the
project implementation and operation, the complexity and large scale of such projects and their
existence within a strictly regulated framework, periodic reviews of the contract terms are typical.
Some data indicate that, for example, about 75% of contracts in the transport sector are subject to
revision.

The revision of conditions is a complex process when adjustments are necessary, given the
new information and circumstances. Most often, viewing is perceived unambiguously negative, as
evidence of the overall disadvantage of the project. Such an attitude is generated mainly by poorly
regulated and controlled renegotiation processes. There are always fears that this will lead to a
decrease in the quality of the services provided, this indicates a lack of transparency and the
presence of corrupt practices, etc.

However, the specifics of PPP projects are such that the renegotiation of contract terms is a
natural process and the possibility of changing parameters that are inconsistent with the actual
situation. Initially, the project should include an effective mechanism for managing these processes
and quickly responding to emerging conflicts and how to solve them.

It is also important for the state as a PPP partner to keep in mind what procedures should be
carried out in case of expiration of the contract or its early termination. The readiness of the state
project team for early termination of the contract, in our opinion, can minimize a lot of negative
consequences. They must be ready before

a) evaluation of project exit options;

b) developing an exit strategy from the project, a clear statement of the state's position;

c) assessing and identifying assets that need to be transferred to a private partner;

d) replacement of the project company;

e) monitoring the transfer of assets to the state.

Of particular importance are effective mechanisms for coordinating interaction with all
stakeholders throughout the project life cycle. Only when ensuring the openness and transparency
of these mechanisms and making the necessary decisions in a timely manner will the PPP project be
implemented in strict accordance with the requirements and expectations of customers and project
users. This, ultimately, reduces the cost of correcting defects and completing a product or service,
and allows for a certain stability of demand. Timely consideration of the interests of all interested
parties helps to minimize the risk of delay in the implementation of the project under the influence
of external factors.

Summing up, it is possible to describe the proposed measures for managing a specific PPP
project, highlighting the key success factors in the three basic stages of project implementation
(Table 1).
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Table 1

Fundamental centers of government partner governance and key success factors

at all stages of PPP implementation of the project

Planning stage

Stage of negotiations signing a
contract and financial closing

Stage of formation
operational management and
transfer of assets

Basic
activity

1. Determination of the needs
for the development of these
or other objects.

2. Assessment of the
economic, social,
environmental, budget
performance of the project.

3. Determination of the legal
framework of the project.

4. Political and public
evaluation of the project;

5. Analysis of major risks.

6. Determination of the main
managerial functions.

1. Process of negotiations with
potential partners.

2. The due diligence procedure
proposed by the potential partners
of the state of the project options.
3. Determination ~ of  project
management  standards  and
payment mechanism.

4. Final choice of the partner and
legislative consolidation;

5. Creation of a risk management
system.

6. Financial closure.

1. Contractual management
and interaction with a partner.
2. Making the  necessary
adjustments.

3. Monitoring of the
implementation by the project
company of its obligations and
ensuring the fulfillment of
obligations by the state.

4. Monitoring of financial
sustainability of the project.

5. Audit and reporting on the
results of work.

Key
success
factors

1. Identification and removal
of legislative gaps and
obstacles.

2. Creating an effective state
management team.

3. Study of the positive and
negative experience of
implementing  such  PPP
projects.

4. Study of basic market data
(market interest, methods
financing, opportunity  to
achieve the highest quality at
the lowest price, etc.).

5. Definition Compliance with
the principles of the concept
of VIM.

6. Definition level as much as
possible possible increase in
costs.

1. Creation of detailed rules for
conducting competitive tenders.

2. Involvement of independent
consultancy firms (for legal,
financial, economic analysis, for
drawing up a management plan
with clarification of each individual
risk, possibilities of its monitoring,
management, insurance).

3. Maximization of the number of
qualified contestants without the
dominance of any single
applicant, without the lobbying of
large companies.

4. Comprehensive economic
analysis of applications of
applicants with an assessment of
the accuracy of the information
provided at maximum possible
minimization  of  application
processing time.

5. Maximization of opportunities
for innovation in the project.

6. Prediction of possible changes
in the contract and possible
solutions to issues.

7. Creation of an efficiently
functioning communication
system with all interested parties.
8. Public procedures in order to
increase the approval of the
project by the public.

1. Setting up internal
instructions for project
management.

2. Prevention, detection and
resolution of disputes in the
early stages of  their
occurrence.

3. Development of the rules for
amending the contract.

4. Preparation of procedures in
case of expiration of the
contract or its pre-termination.

5. Develop a strategy to exit
the project, clearly state the
position of the state.

6. Open and regular
communication between the
state and the operator of the
project.

7. Independent engineering
control over "construction".

8. Public procedures.

9. The possibility of
independent monitoring by
investors of the main indicators
of the project to increase
openness and minimize
corruption.
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Conclusions from the conducted research.

In general, after conducting the detailed

analysis, we can state that an increase in management efficiency at all stages of a PPP project can

be achieved by applying the following measures:

1) improving access to information about the project, the competition procedure;
2) creating distinct websites to attract the participation of potential partner companies to the

competition (especially for medium and small projects),

increase in competition;

4) creating of a fully functioning project team with an effective leader;

5) provisioning of creditors who suffer large financial losses in the event of corruption
schemes in the project, the possibility of conducting selective monitoring of work with external
consultants, will increase transparency and control in general, will reduce the level of corruption.

The work was carried out with the support of the Ministry of Education and Science of
Ukraine in the framework of the project 16.04.55 DB "Innovative platform of business education on
the basis of cluster business for demobilized soldiers and migrants from the ATO zone".
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