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Abstract. Interaction between the state and business is one of the main ways to solve the social problems of modern
states. The relevance of the subject matter is conditioned by the fact that the development of forms of public-private
partnership provides an influx of investments from private entrepreneurs in the field of healthcare and pharmaceuticals in
the Republic of Kazakhstan. The purpose of the study is to define the public-private partnerships and analyse international
experience in implementing practises on specific projects. The methodological basis of the study consisted of the following
methods: system, structural and functional, institutional, monographic, forecasting, tabular and graphical. In the course
of the study, the theory and practise of public-private partnership in the healthcare and pharmaceutical sectors, the signs
and principles of such partnership were considered. The classification was carried out, the most striking examples of
the implementation of public-private partnerships were analysed. The differences between public-private partnership
contracts were investigated, and attention was paid to the functions and content of such contracts, including the terms and
expected risks. The advantages for each of the stakeholders in the public-private partnership were analysed: the private
sector, the public sector, and consumers. The analysis of the current state of public-private partnership in the field of
healthcare and pharmaceuticals in the Republic of Kazakhstan was carried out. The practical significance of the study
lies in the development of recommendations for improving the forms of public-private partnership for the authorities to
maintain state control and comply with the conditions for an adequate distribution of all risks, responsibilities and benefits
among the participants of this type of partnership
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Introduction

The concept “public-private partnership” (PPP) and “pri-
vate-public partnership” may have different connotations
associated with emphasising the status of the parties to the
partnership. In the first case, the primary role belongs to
the state in interaction with other economic actors of the
market. In the second case, the equivalent status is granted
to public organisations of various fields of activity. The term
public-private partnership better correlates with European
law and the content of the concept “public administration”
as a system of public authorities that, in exercising their
powers, carry out public administration exclusively in the
public interest. An important aspect of this concept is its
connection with the integration of public administration
institutions, civil society, and the private sector for the
development of social community service projects [1].

The detailed content of the concept of PPP is con-
tained in the “UN Millennium Declaration” of 2000 [2] and
in the doctrine of the “Monterrey Consensus” of 2002 [3].
These documents state that PPPs are measures of public
infrastructure aimed at sustainable development, through
project financing and implementation using private in-
vestment and on the terms of transferring risks from the
public sector to the private sector. In the United States, the
term “public-private partnership” (PPP) is mainly used
as a denotation of joint state and private financing of edu-
cational programmes, public utilities, urban renewal, terri-
torial infrastructure development, and social services [4].
A.M. Abdel-Aziz and A.D. Russell in their paper [4] de-
veloped the structure of state requirements in the “public-
private partnership”. According to this structure, the main
components of the partnership are rights, obligations, and
responsibilities. For the successful implementation of the
“public-private partnership’, it is necessary to define specific
state requirements, which will significantly reduce energy
and economic resources [4].

Public-private partnerships are arrangements be-
tween public and private sector enterprises to provide
public infrastructure, utilities, and related services. Such
partnerships are characterised by the distribution of in-
vestments, risks, responsibilities, and rewards among the
partners. The reasons for creating such partnerships are
very different, but mostly they include the financing, de-
sign, construction, operation, and maintenance of public
infrastructure and services. An important conclusion, from
the standpoint of the institutional approach, is that without
state-owned enterprises (that is, public property), the PPP
mechanism itself becomes impossible [5]. M.A. Vasilenko,
N.A. Drozdov, Yu.A. Tagiltseva, E.L. Kuzina, M.A. Kuzina
studied public-private partnership through the prism of a
system approach [5]. Thus, in the Western countries, two
terms are used to denote the PPP mechanism. Its essence is
understood as a process that is based on the combination
of financial, labour, intellectual and other resources of the
state and business for the joint implementation of projects.

Notably, the use of the phrase “public-private part-
nership” in the law, in which “public” is in the first place, is
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not accidental. This indicates that the state is the initiator
of the relationship, that the implementation of its interests
has priority over the private structures. PPP is designed
to increase the competitiveness of the public sector of the
national economy, attract investment to the economy for the
development of an extensive infrastructure of a settlement,
city or region. This observation reflects an important aspect
necessary for understanding the use of the term “private-
public partnership”, which also has a rational and logical
explanation for the fact that in this case, the private party
has priority [6].

V.I. Borshch, LI. Maslennikov, V.I. Truba, L.M. To-
karchuk considered public-private partnership as a pro-
gressive form of innovation and investment mechanism
in the health sector of Ukraine, taking into account the
international experience of the USA, Great Britain, Canada,
and other countries. The main principles of work and crite-
ria for assessing the effectiveness of public-private partner-
ships were defined [6].

The purpose of the study is to analyse public-private
partnership as an effective tool for attracting investments in
the healthcare and pharmaceutical sectors of the Republic
of Kazakhstan. The implementation of the stated objective
is determined by a number of tasks: 1) to describe the es-
sence of the concept “public-private partnership”; 2) to
consider the main features and principles of PPP; 3) to
determine the classification of public-private partnership,
its advantages; 4) to analyse the international experience of
the introduction of PPP in the health sector; 5) to elaborate
recommendations for improving public-private partner-
ship in the health sector in the Republic of Kazakhstan.

Literature Review

The adoption of the law on PPP was an absolute achieve-
ment for the Republic of Kazakhstan [7], which significantly
accelerated the study of various issues of PPP: legal aspects
of PPP; scientific definition of PPP and its features in the
context of Kazakhstan; clarification of the influence of inter-
nal and external factors on PPP. The greatest attention was
paid to this issue by scientists-economists [8]. The economic
content of the concept of PPP was also considered [9]. On
this basis, the priority for this study is the issues of public
management related to the institutional aspects of PPP.
Public management practise demonstrates the grad-
ual improvement of the economic, political and ideological
institutions of society [10]. It is an indisputable fact that
they are interconnected and interdependent. Their state is
not always predictable, especially in the conditions of the
modern globalising world, which is dependent on general
economic crises. This dependence gives grounds for assert-
ing that it is economic institutions that are decisive in the
hierarchy of social institutions [11]. They are considered
the basis of social harmony and justice, democracy, and
freedom of people. Therefore, the latter primarily become
the object and subject of both scientific and political discus-
sions [12]. As a rule, ideological institutions are regarded as
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secondary ones [13]. At the same time, the consequences of
the functioning of the free market often need to eliminate
the contradiction between the interests of public (state
and municipal) and private owners. Market regulation is a
function of the state [14]. But the state will only do this if its
ideological institutions are focused on a balanced partner-
ship with business [15]. This study searches for the criteria
of balance between the economic, political, and ideological
aspects of the institutional mechanism of PPP.

Scientific papers that cover PPP often rely on the
documents adopted by the Commission of the European
Community, the Directorate General of the European Com-
mission for Regional Policy, as well as the UN European
Commission (hereinafter referred to as the UN EC) for
Europe [16]. These materials contain a description of the
so-called international non-regulatory standards for cre-
ating a national organisational and legal framework, regu-
lating the forms, methods that define the main criteria for
creating a PPP infrastructure, and the principles of “good
governance” in the field of PPP activities [17].

International standards affect the regulation of
PPPs both at the level of domestic law (harmonisation and
unification) and at the level of international law (codifica-
tion). As a result, the legal space of PPP is unified [18]. In
fact, common international approaches to PPP are being
implemented in different countries. Some researchers define
PPP with reference to international standards: public-
private partnership is an institutionalised interaction of the
public and private sectors in the economic sphere based on
international norms and national legislation. Its purpose
is to meet a specific public need, where the main partner
is the state, which assumes responsibility to society and
the key risk of possible non-implementation or improper
implementation of the project [19].

Materials and Methods

The main source base of the study is international PPP
standards [20]. They contain: methodology and principles
of effective management in the field of PPP; conceptual
approaches to take into account the interests of the state
and business in the implementation of PPP projects; de-
scription of the recommended organisational and legal
forms of partnership and justification for their application
in a particular industry; recommendations on the financ-
ing model, the most rational distribution of risks between
the state and the private partner; basic approaches to
improving the regulatory framework; basic approaches to
the tender procedure in the framework of PPP, and so on.
International PPP standards are now widely distributed
throughout the post-Soviet space through a large number
of papers, methodological recommendations, and manuals.

International practise allows using the term PPP in
a broad and narrow sense. To understand the pragmatics
of this phenomenon, it is necessary to identify several ap-
proaches that are of practical importance. The derivation
of the main provisions was based on the findings of studies
[21-25]. The first approach implies that PPP is any use of
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business resources (capital, management experience, new
technologies, innovations, know-how, etc.) to create a public
good [21]. In this case, it refers to any official constructive
interaction between public authorities and business in
various spheres of public life — in the economy, education,
and science. The structure of such interaction may include
forms of medium - and long-term cooperation between
public authorities and business [22-24]. In the second
approach, PPP is usually understood as the interaction
of business and state in the process of implementing
projects of national or local significance. Sometimes, in a
narrow sense, PPPs can be understood as cooperation on
investments aimed at supporting innovative projects at the
national, regional and local levels, in which partners pool
resources and share responsibilities, risks and benefits [25].

The study of PPP is based on the system and struc-
tural-functional approaches, which were used to analyse
the problems of relations between the state and business,
the mechanisms for coordinating the economic interests
of the main market participants and the state. Relying on
international sources and international experience of PPP,
this study combined the system and structural-functional
approaches with concepts of economic theory, the norms
of constitutional, administrative, and municipal law. With
the help of the institutional approach, the relationship
between the private entrepreneur and the state are studied.
The use of the monographic method allows identifying
and analysing PPP practises in the healthcare sector in
European countries. The forecasting allows developing
recommendations for improving PPP in the healthcare
sector in the Republic of Kazakhstan. The graphical and
tabular methods help to structure the collected material for
visual display of the findings.

Results and Discussion
Public-private partnership: General meaning and
principles
Drawing attention to the already established practise of
applying the term PPP, the concept “public-private partner-
ship” in the Ukrainian literature in translation acquires
various interpretations as “public-private collaboration”, “pri-
vate-public partnership’, in some cases “municipal-private
partnership”. The concept “public-private partnership” (PPP)
is the most adequate for displaying the general content of
the concept of interaction between the state, local self-
government, the public sector and business at various levels
of the territorial organisation of power. This approach ex-
pands the idea of public partners in relation to the exist-
ing approach implemented in the current legislation of the
Republic of Kazakhstan [7]. In addition to the state and
other public legal organisations, the author includes public
law legal entities, namely: state scientific institutions and
organisations, higher educational institutions of state and
municipal ownership.

All variants of the phrase “public-private collabo-
ration”, “private-public partnership’, “municipal-private
partnership” are acceptable. If there is a need to reflect the

©



Public-private partnership in healthcare and pharmaceutical sector of...

institutional participants of PPP, the researcher can apply
any variant of the phrase to denote this phenomenon without
losing scientific correctness. In general, the terms “public-
private partnership” and “municipal-private partnership”
can be used as synonyms in some cases, if there is no need
to detail the institutional status of the partner. However,
in any case, it should be borne in mind that the concept
“public-private partnership” is generic in relation to the
concept “municipal-private partnership”.

It is the institutional paradigm that claims to
cover all possible aspects of the PPP problem, reducing
them to the institutional basis from which organisational,
political, legal, economic and any other mechanisms of
interaction between the state and business are built. This
thesis is an argument in favor of applying the institutional
paradigm to solve the tasks set in this study. It provides

an opportunity to study the phenomenon of PPP in
dynamics, including the fact of imperfect organisational
and legal support in the context of constant institutional
changes and transformations. The available research results
mentioned above do not answer the question of why
PPP in the Republic of Kazakhstan is an uncompetitive
mechanism for cooperation between public administration
and business. Institutional factors, such as mutual distrust
between business and the state, the lack of a positive public
position on the transfer of ownership and disposal of state
and municipal property to the private sector, also have a
significant negative impact on the implementation of PPP
and the effectiveness of its functioning. The main features
of PPP include contractual relations, limited time, limited
space (Fig. 1).

Contractual relationship
(between the state and the private sector)

Time constraints, since the contract provides
for a specific facility that needs to be built or
operated for a certain period of time

Limited space, since partner contracts are
concluded only for specific facilities (for example,
an airport, a social infrastructure facility, etc.)

Figure 1. General features of public-private partnership

The international standards also formulate the
main features of PPP, which must be taken into account to
distinguish PPP from other forms of interaction between
the state and business. In the EU Green Paper on Public-
Private Partnerships and joint legislation on Public Contracts
and Concessions, the main characteristics of PPPs include
the following:

— relatively long-term cooperation between the private
and public sectors;

— the existence of a number of agreements between dif-
ferent participants of cooperation on the method of project
financing;

— defining the roles of the economic actors involved
in the different stages of the project (design, completion,
implementation, financing);

— the distribution of risks between public and private
partners, according to which all the risks of the public sec-
tor can be transferred to the latter [20].

Notably, these features are also contained in the
law of the Republic of Kazakhstan on public-private part-
nership [7]. Specifying the characteristic features of PPP,
attention will be paid to such regulations, fixed in this law:

— established terms of partnership agreements (projects
are usually developed for a specific object, which must be
completed within the established time limit;

— cooperation is carried out on a voluntary and con-
tractual basis (the private sector cannot be forced to agree);

— specific forms of distribution of responsibility
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between partners (the state determines the positions of
public interests, cost and quality parameters, monitors the
implementation of projects, and the private partner takes
on the tasks of operational activities at different stages of
the project — development, financing, construction and op-
eration, management, practical implementation of services
to consumers;

— specific forms of project financing (the project is
financed by private investments supplemented by public
financial resources, or by joint investment of several
participants);

— risk sharing between the parties to the agreement on
the basis of relevant agreements;

— specific forms of distribution of responsibility between
partners: the state determines the project objectives from
the standpoint of the interests of society and regulates the
cost and quality parameters, monitors the implementation
of projects;

— the state exercises the function of controlling the
activities of the private sector in the management of state
property.

As a tool of economic policy, PPP assumes that a
thorough consideration of possible risks will be carried out,
and they will be distributed among all participants of the
PPP. Each party in a PPP is interested in the benefits. The
feasibility of using PPP is determined by the most efficient
spending of funds in comparison with conventional
schemes. PPP is based on the following principles (Fig. 2):
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Focus on the end result. For the state, the priority is the volume and quality of

services, rather than the availability of an infrastructure facility

The qualifications and experience of the private sector in the design, construction, operation
of infrastructure are used to provide services, the volume and quality of which is determined
by the state

_
o

The risks are identified in advance and transferred to a party more competent
to manage them

)7

Private sector cost recovery depends on the quality of its work

)7

scheme in terms of cost efficiency

( For each project, it is necessary to compare the PPP mechanism with the public procurement )

Figure 2. Principles of building relationships in PPP

Next, the study considers each principle separately.
Focus on the end result (services). Under the conventional
financing scheme, the operator imposes requirements on
the private contractor/supplier in terms of volume, timing,
quality, and so on. In PPP, the state imposes a requirement
for the provision of final services that are based on taking
into account the consumer interests. The dependence of cost
recovery on the quality of services provided. The operator
of a PPP is the private sector, so the quality of services
depends on it. The terms of the PPP contract ensure the
operator's interest in the final result, since it reimburses
its costs from the revenue received from the provision of
services, or remuneration. In order to avoid reducing the
operator's interest in the final result, state support should
not be excessive.

Risk-benefit sharing. The transfer of some functions
to the private sector does not mean the self-exclusion of
the public sector. PPP provides for a thorough study and
identification of possible risks, describing them in the Fea-
sibility report. Possible risks are distributed among the
project parties, and the party that will best cope covers the
possible risk. The benefits of participating in the project are

distributed accordingly. When developing PPP projects,
the viability cycle of the future facility is taken into account,
since the private sector must be confident of recovering
costs and making a profit in the long run. The use of PPP
is not an end in itself. The main thing is the efficiency of
spending compared to the traditional approach. The form
of the PPP determines what functions and risks the private
sector assumes, and the duration of the PPP contract de-
pends on the level of risks and obligations assumed. It
should be noted that in the World Bank classification, “.. a
form of cooperation between the public and private sectors,
in which all risks and responsibilities are assigned to one of
the parties, is not a PPP” [26]. These types of cooperation
include, for example, service contracts, in which the risks
are almost completely covered by the state, as well as
privatisation contracts, in which the risks are covered by
the private sector.

Classification of the main models of interaction
in PPP

Conventionally, all PPPs encountered in practise can be
divided into three main groups (Fig. 3):

& Management and maintenance contracts )
( Operation and maintenance contracts D
< Design, construction, financing and operation contracts (including concessions) >

Figure 3. Classification of PPP forms

Management and maintenance contracts are those
in which private sector entities perform functions for the
management and maintenance of state-owned facilities,
make administrative decisions in the current production
and operational activities. Under these contracts, there is
no implementation of institutional changes to the facility.
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The main goal of such contracts is to improve the internal
management system and operational activities of the facility.
For their management and maintenance services, private
sector entities receive remuneration, which is determined
during the competition. In most cases, the contract is given
to the company that offered a more reasonable price for the
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services. Notably, the actual payment of remuneration is
tied to pre-defined performance indicators. Another fea-
ture of such contracts is that the public sector retains overall
responsibility for the provision of services to consumers.
The public sector is also responsible for the expansion,
rehabilitation and major repairs of the facilities. Usually, such
contracts are concluded for 3-5 years with minimal risks.
Operating and maintenance contracts are those in
which production facilities are leased to the private sector.
The private sector in this case performs the function of
the operator, and is responsible to the consumer. When
concluding such contracts, the goal is to increase operational
efficiency, improve the quality of services provided, and
attract funds from the private sector to finance the facility.
The most common type of such contract is leasing: a private
operator, depending on its performance indicators, receives
remuneration for the operation and maintenance of the
facility. On the other hand, the private operator pays the
government a fee that is used for capital investments. The

Benefits for the public sector

« Infrastructure development at an
accelerated pace and the possibility of
providing better quality services;

Benefits for the private sector

average duration of such PPP contracts is 7-10 years with
medium risks.

Contracts for design and construction. In this case,
the private sector assumes responsibility for the provision
of all related services, which may include, for example,
payment collection and public relations management. The
public sector remains only a regulator. The main goal in
this case is to reduce the costs and risks of the public sector,
improve the quality of services, and expand opportunities
for infrastructure development. An important aspect of
concession contracts is the dependence of the amount of cost
recovery of the concessionaire on the quality of the services
provided by it, which are determined by the performance
indicators of its activities. Concession contracts are usually
concluded for a period of 20-30 years, the degree of risk of
which is high. PPP implies a partnership between the state
and the private sector and in the sharing of benefits and
risks. The benefits for each of the stakeholders are clearly
outlined in Figure 4.

« Attracting funds and the experience
of the private sector in the field of
investment management;

« Transfer of technology and know-how;
« Transfer of part of the risks to the
private sector;

« Efficient management of the private
sector facility;

« Better distribution of budget funds;

» Development of local capital markets
and the banking industry;

« Attracting private and international
investments;

+ Control over service management and
infrastructure quality;

* The possibility of projecting the
experience of private companies in the
field of creating infrastructure facilities
on other similar facilities that require
funding from public sources

operations;

projects;

+ Opening of a market formerly owned
by the public sector;

+ New investment opportunities and,
accordingly, new sources of income;

+ Sharing of risks with the state;
* The possibility of off-balance sheet

* The possibility of obtaining an
acceptable rate of return;

+ Gaining experience in managing large

+ Growth of the image in the market

Benefits for the consumer

+ Optimal price / quality
ratio for consumers;

« Better distribution of tax
revenues;

« Better quality and better
project management;

* The possibility of obtaining
a positive external effect

Figure 4. Advantages of PPP implementation for the subjects

Thus, the private sector assumes functions, risks
and responsibilities depending on the type of PPP. At the
same time, the duration of the PPP contracts depends on
the degree of participation of the private sector, the level
of accepted risk, responsibility, obligations, and financing.

International experience of PPP practise in the
healthcare sector of the Republic of Kazakhstan

The world practise demonstrates the successful experience
of PPP in highly developed countries of Western Europe and
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North America. In recent years, PPP has been developing
significantly in China, India, and Brazil, but they are
inferior in terms of the breadth of their application. In the
Republic of Kazakhstan, the main strategic directions of the
development of the health system are the modernisation of
existing medical organisations and the construction of new
health facilities. In 2022, six new PET centres (positron
emission tomography) will be opened as part of the PPP,
which, together with the existing PET, would allow the
country to meet international recommendations (1 PET
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per 1.5 million people) [27]. Thus, the Comprehensive Plan
to Combat Cancer for 2018-2022 includes four areas:

— prevention and management of risk factors;

— development of highly effective early diagnosis;

— implementation of an integrated model for providing
cancer care;

— development of human resources and science [28].

The main part of the equipment for the development
of cancer services in the regions was purchased under the
PPP. In 2019, the Republic of Kazakhstan began conducting
molecular genetic research within the framework of the
GOBMP (Guaranteed Amount of Free Medical Care), ad-
ditional funding in the amount of 1.6 billion KZT was
allocated for almost 100 thousand patients. CT (Computed
tomography) and MRI (Magnetic resonance imaging) exam-
inations in patients with suspected cancer. These measures
will increase the diagnosis of early stages to 33% by 2022.
The installation of PAX systems in 18 regions of the country
was carried out within the framework of PPP projects.

PPP is actively developing in the North Kazakhstan
and Turkestan regions. Thus, the akims of these regions
signed PPP agreements with the Turkish company “YDA
Holding” for the construction of large modern hospitals
with a capacity of 500 beds [29]. The long-term plan for
the development of healthcare infrastructure until 2025 de-
termines the need for investments in healthcare of more
than 1 trillion KZT, the main share of which is occupied
by projects for the construction of 17 large multi-specialty
hospitals. Six projects - priority ones:

1) united Uuniversity hospital with 1200 beds in Almaty
at the Kazakh National Medical University named after
S. Asfendiyarov;

2) multidisciplinary hospital with 300 beds in Almaty
at the Kazakh National Medical University named after
S. Asfendiyarov;

3) multi-specialty hospital with 300 beds in Karaganda
Medical University;

4) multi-specialty hospital with 500 beds in Nur-Sultan;

5) multidisciplinary regional hospital with 500 beds in
Petropavlovsk;

6) multi-specialty hospital with 600 beds in Turkestan.

These facilities are planned to be implemented
under the PPP infrastructure model. The appearance of
new high-quality and modernised hospitals will have a
positive impact on the development of incoming medical
tourism and will reduce the number of citizens travelling
abroad for treatment [30].

As for pharmaceutical production, it is necessary
to note the peculiarity of the national market: the growth
dynamics over the past two years shows that the contribu-
tion of the pharmaceutical industry to the country's GDP
is quite low due to the weak market base. In 2018, the
pharmaceutical industry accounted for no more than 0.1% of
GDP. Kazakhstan's pharmaceutical industry is significantly

Scientific Bulletin of Mukachevo State University. Series "Economics’, 8(2), 45-55

inferior in gross profitability to foreign companies, which
occupy a dominant position due to the low technological
and production capabilities of the local manufacturer. Today,
the share of foreign products sold in the retail market is
about 70% [31]. Thus, in 2018, the volume of the world
market of medicines amounted to 1.174 billion USD [32].
The market share of the EAEU (Eurasian Economic Union)
is less than 2.6%, and the share of Kazakhstan in the EAEU
is 2.4% [33].

From 2010 to 2018, 30 projects were implemented in
the pharmaceutical industry within the framework of PPP,
the volume of investments — 45 billion KZT. For example,
the Karaganda pharmaceutical complex, introduced as
part of the industrialisation map, has been increasing
the production of medicines since 2018, expanding the
range of pharmaceutical products from antibiotics of the
cephalosporin group to drugs for the treatment of cancer.
Currently, there are 168 pharmaceutical enterprises operat-
ing in the Republic of Kazakhstan, of which 3 are large, 11
are medium-sized, and 154 are small. As part of the PPP,
investors from Poland, Turkey, China and Russia have been
attracted to the industry. According to the results of the
first five-year plan, 24 new projects worth 28.8 billion KZT
were implemented in the pharmaceutical industry with
the creation of more than 3,000 permanent jobs. The most
significant projects in this industry:

— increase in the production capacity of JSC “Himfarm”
(Shymkent);

— modernisation of the pharmaceutical factory (Almaty);

— construction of the pharmaceutical plant “ELEAS”
(Almaty Region);

— construction of the pharmaceutical plant “Sultan”
LLP (Almaty region);

— expansion of the existing production with an increase
in the range in accordance with the international standard
ISO 13485-2003 “Merusar & K” LLP (Pavlodar Region) [34].

Unfortunately, according to the results of the first
half of 2019, there is a sharp decline in investment in
healthcare (Fig. 5). Thus, from January to May, investments
decreased by 15%. Until 2018, such a reduction was
observed annually, so in 2016, the decrease was 19.7%.
However, in the first half of 2018, there was a record
increase of 62% (Fig. 6).

This is conditioned by the attraction of private in-
vestment in solving problems with the wear and tear of
buildings of medical organisations in the amount of 7.5 bil-
lion KZT for the construction of 67 medical facilities, and
the construction of 165 medical buildings in 2018 [36]. The
main reason for the decrease in the amount of investments
in 2019 was a reduction in the investment of business' own
funds, a decrease in infusions from local budgets. At the
same time, banks' interest in the healthcare sector has sig-
nificantly increased, as investments from borrowed funds
and bank loans have increased 5.2 times over the year (Fig. 7).
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North
Kazakhstan

Akmola
836.2

Pavlodar

Kazakhstan 25 155.5 Kostanay

390.8 Astana

1572.6

West Kazakhstan
359.2 East Kazakhstan

Karagandy 4 682.6

Baikonur
0
Almaty Province

3539.4
Kyzylorda

Mangystau 1303.8

17.2 Almaty City

- 14327

Figure 5. Investments in healthcare and social services in the Republic of Kazakhstan for the first half of 2019
Source: [35]

Investments in healthcare and social services of the Republic of Kazakhstan. January-May (bin, KZT)

Total

Growth

2014

2015 2016 2017 2018 2019

Figure 6. Investments in healthcare and social services in the Republic of Kazakhstan for the first half of 2014-2019
Source: [35]
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Figure 7. Sources of financing of healthcare and social services in the Republic of Kazakhstan for the first half of 2019

Source: [35]

According to the Minister of Health E.A. Birtanov,
by 2021 it is planned to build more than 600 PHC facilities
(primary healthcare) and hospitals within the framework
of PPP in order to cover all rural settlements with medical
services [35]. The development of the investment policy of
the healthcare system of the Republic of Kazakhstan will
eventually allow:

— improving the key performance indicators of the
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healthcare system;

— modernising the financing of the industry;

— reducing the industry's budget deficit;

— improving the quality, accessibility, and satisfaction of
the population with medical services;

— improving the social status of healthcare workers;

— implementing the strategic objectives of the industry.

Only with a comprehensive solution to the problems
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of reducing risks and increasing profitability in the health-
care system can the desired result be achieved.

Recommendations for improving PPP in the
healthcare sector

Based on the study of the theory and practise of PPP in
Kazakhstan's healthcare, the following recommendations
were developed:

— designate the special status of the sphere of medical
services as a socially significant sector of the economy, and
to resolve the issue of creating under the auspices of the
Government (the Ministry of National Economy of the Re-
public of Kazakhstan, the Ministry of Health, the Ministry of
Labour, Employment and Social Protection of the Population)
a state operator for the development of the investment policy
of the health system of the Republic of Kazakhstan;

— redefine the healthcare industry as an effective

investment vehicle. the healthcare system should become
attractive for investment;

— strengthen the competitive environment in the in-
dustry, develop the private sector, develop a new economic
mechanism for healthcare facilities, including: decentralise
the financing of the industry, improve the quality of medical
services provided, increase public satisfaction and access
to medical care, improve human capital, expand the in-
novation and scientific environment, introduce corporate
governance principles, improve the regulatory framework;

— increase profitability by providing state benefits and
tax preferences in investment projects, since investments in
healthcare are investments in the human potential of the
country.

In the medical field, it is possible to introduce new
and expand the range of PPP types used (Table 1).

Table 1. Forms of introduction of new and expansion of the range of types of PPP

Positive aspects

Systematisation of information about the capabilities of
medical equipment, centralisation of knowledge and training
resources on the effective operation of equipment, guarantee
of service and repair, reduction of the cost of components
and consumables, exclusion of cases of unfair treatment on
the part of suppliers - “shell companies”

Transfer of functions to search for information about the
availability and cost of medicines, minimisation of forced
contacts with numerous potential suppliers, optimisation of
structures that carry out public procurement, reduction of
risks in budget planning

Reallocation of secondary functions, fulfillment of the potential
of the medical worker

Risk sharing for construction, postponement of payments for
the construction of the facility, implementation of payments
by placing a state order, introduction of new management
technologies and competitiveness of the new institution

Type of PPP Scale
PPP based on a contract in the field of ~ Regional and
medical equipment supply national
PPP on the basis of a contract in the field Reglqn or
of drug supply medical
institution
PPP based on a contract in the field of PHC Centre
social patronage
PPP based on a concession for the Region
construction of new healthcare facilities 9
PPP on the basis of a concession inthe Regional and
field of trust management of state assets national

Reduce public sector costs and risks, expand infrastructure
development opportunities

Thus, the current state of the economy of the Republic
of Kazakhstan is characterised by the consolidation of the
efforts of the state and the private sector in the search for
new forms and methods of creating, managing, and reg-
ulating infrastructure. PPP is a real mechanism for inter-
action between the public sector and private capital in the
creation, modernisation, maintenance, and operation of
infrastructure facilities.

This provision fully applies to healthcare. The nature
of self-financing of such projects makes them attractive
to investors. Summarising international experience and
analysing best practises allows forming specific proposals for
the further development of PPP in Kazakhstan's healthcare
sector, including attracting foreign companies to provide
concessions in the field of medical and pharmaceutical
infrastructure, including:

1) expanding the scope and mechanisms of PPP;
2) improving the regulatory framework for PPP;
3) developing the methodological base;
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4) strengthening the capacity of public authorities in
the field of PPP.

Conclusions

In the course of the study, PPP was analysed as a tool for
attracting investment to the national economy. Based on
this, a review of the literature is conducted and several
positions on the definition of the concept of PPP are
considered. According to this, PPP should be perceived
in two contexts. The first is the common use of business
resources of two entities — the state and the individual. In
the second - the implementation of specific projects on
the terms of PPP. Public-private partnership has different
formulations: “public-private partnership’, “private-public
partnership” and others, which are similar in their main
content and reflect the participants in this process. The
main features and principles of PPP are highlighted.
Among the signs of PPP, the main ones are contractual
relations, limited time and space. The principles of PPP

o
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include: focus on the final result, the dependence of cost
recovery on the quality of services provided, the separation
of risks and benefits.

The classification of the main forms of public-private
partnership is carried out and the most common ones
are identified: management and maintenance contracts,
operation and maintenance contracts, design, construction,
financing and operation contracts, and concessions. The
international experience of PPP practise in the Republic of

Kazakhstan in the field of healthcare and pharmaceuticals
is analysed. The main results of the implemented projects
in the above-mentioned areas are considered. However, the
level of investment is not high enough, which requires the
development of additional motivation for individuals to
invest in the healthcare sector. Recommendations on the
creation of new and modernisation of existing forms of
PPP in the field of healthcare and pharmaceuticals in the
Republic of Kazakhstan have been developed.
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[ep>xaBHo-NpuBaTHe NApTHEPCTBO B OXOPOHi 340poB'a Ta papMaLeBTUYHOMY
cekTopi Pecny6niku KasaxctaH

MaHcyp bagaes
Kasaxcbkuii yHiBepCUTET EKOHOMIKM, hiHaHCIB Ta MiXKHapOZHOI TOpriBi
070000, Byn. XXy6aHoBa, 7, M. Hyp-CynTaH, Pecny6nika KazaxctaH

AHHOTaumA. Baaemopis gep>xaBu Ta 6i3Hecy € OJHVM 3 OCHOBHMX IUIAXiB BUpPIIIEHHA COLjia/IbHNX Hp06HeM Cy4acHUX
Iep>kaB. AKTYaJIbHICTb TeMU JOCTIIPKeHHA 00yMOBJIeHa TUM, 1IJ0 PO3BUTOK (POPM Iep>KaBHO-IIPUBATHOTO IAPTHEPCTBA
3abesreyye NPUIUIMB iHBECTUII 3 OOKY IPUBATHMUX MifIpUEMIIB y cdepy OXOPOHU 3[0pOB'SA Ta (papMalleBTUKN B
Pecrry6mini Kasaxcran. MeToro cTaTTi € XapaKTepIUCTHKa JepyKaBHO-IIPUBATHOTO IIAPTHEPCTBA Ta aHa/Ii3 MDKHAPOJHOIO
TOCBify peasisanii IpakTUK Ha KOHKpeTHMX IpoeKTaX. OCHOBHOIO METONOJIOTIYHOI0 6a3010 HOCIiKeHHA CTaIM TaKi
METOJM: CUCTEMHUI, CTPYKTYPHO-(YHKIIIOHA/IbHWIT, IHCTUTYLIOHA/IbHIIT, MOHOTpagiuyHMil, IPOrHO3yBaHHs, TA0IMYHNI
i rpacpiunmit. Y mporeci JOCTIIPKeHHA pO3ITIAHYTO TeOpilo Ta NPaKTUKY Aep>KaBHO-IIPYBATHOIO MapTHepcTBa y cdepi
OXOpPOHM 37I0pOB's Ta papMateBTUYHIN cdepi, 03HAKM Ta MPUHLINIIN TAKOro maprHepcTsa. IIpoBeneHo kmacudikariiio,
[IpOaHa/Ti30BaHO HallOIIbII ACKpaBi IpUK/Iafyu peaizalil jep>kaBHO-IIPUBATHOrO IapTHepCTBa. [Joc/ipkeno BigMiHHOCTI
MDK KOHTpaKTaMI Jep)KaBHO-IIPUBATHOTO IIAPTHEPCTBA, 3BEPHYTO YBary He TUIbKM Ha QYHKIIIT i 3MiCT TaKUX ;OTOBOPIB,
aJie J1 Ha TepMiHY, lepefbadyBaHi pusnku. IIpoaHanisoBaHo IepeBary s KOXHOI i3 3aIlikaBIeHUX CTOPIH y AepyKaBHO-
MPUBAaTHOMY NapTHEPCTBi: MPUMBAaTHUI CEKTOP, AE€P>KaBHMII CEKTOP, CIIoKMBayi. [IpoBefieHo aHasi3 cy4yacHOro cTaHy
Iep>KaBHO-IIPMBATHOTO IIAPTHEPCTBA B po3MIAHYTi cdepi B Pecrry6nini Kasaxcran. I[IpakTiyHa HiHHICTD JOCIIPKEHHA
IIO/IATA€ B PO3poOLi peKOMeH alliil Iof10 MOMiNIIeHHA GOpM Aep>KaBHO-IIPUBATHOTO IIAPTHEPCTBA /IS OpraHiB BIagM
3 MeTOI0 30epe>keHHA KOHTPOJIIO 3 OOKY iep>KaBU i JOTPUMaHHA yMOB aleKBaTHOTO PO3IIOAiNTY MIXX Y4aCHIKaMIU TaKOTO
BUJIY IAPTHEPCTBA BCiX PU3MUKIB, BiJIIOBiIa/IbHOCTI Ta BUTOJ,

KnioueBble cnoBa: my6niyHO-IIpMBaTHe IApPTHEPCTBO, (hapMalleBTUYHA Tajly3b, IIAPTHEPCTBO AepxkaBM Ta OisHecy,
conianpHa cdepa, JI1II B 0XOpoHi 350pOB's
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