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ABSTRACT

Purpose of research. In recent years, the mechanism of public-private-partnership (PPP) has advanced as
an effective approach in developing social and infrastructural projects. Improving sustainability performance
in PPP projects is an important strategy for pursuing not only the mission of sustainable development but also
economic goals of developing countries. This paper aims to review and combine what we know about PPP
projects in Kazakhstan and to present future directions for research and practice.

Methodology. This article has been composed using descriptive methodology. An explorative and
unstructured literature review was performed, later was subsequently paired with a structured literature review.
This article joins several research areas on literature relating to problems, perspectives of PPP projects and
their role in gaining SDG.

Originality / value of the research. The research focus was concentrated on the study and analysis of public-
private partnership projects in Kazakhstan and their role in achieving sustainable development goals.

Findings. PPPs in Kazakhstan require comprehensive consideration to improve the legislative aspects and
approach the forms of PPPs common in Western countries, improve conditions for the private sector and
public involvement.

Keywords: public-private-partnership (PPP), project management, sustainable development goals (SDG).

INTRODUCTION

Historically, Public-Private Partnerships (PPP) were used as a mechanism to realize infrastructure projects.
Since the introduction of PPP under the term private finance initiative (PFI) by the Conservative Government
in the UK in 1992, the scheme has been adopted by many other countries including France, China, India,
Singapore, Thailand and also Malaysia [1]. PPs are a unique type of collaboration between the public and
private sectors intended at accomplishing long-term investment projects in the social and infrastructure fields
with the setup of “value for money”.

Starting from 2016 PPP has been implemented by the UN as an important tool to achieve the 17 SDGs and
therefore new models of PPPs are declared as "value for people" or People-first PPP model [2].

Despite the increasing adoption of PPPs, the experiences of many countries are not always positive due
to controversies, failures, delays, and revocation of concessions agreement that characterized its successful
implementation, particularly in developing countries [3]. This statement is also true for Kazakhstan where
the number of PPP projects has increased rapidly since 2005. The aim of this paper is to take stock of what
we know about the field of PPP projects in Kazakhstan, to provide a comprehensive overview of the main
problems and perspectives, to present directions for future research to stimulate enhancing of this kind of
projects efficiency, and provide implications for practice. We thus formulated the following research questions:
(1) What are the main topics and debates in the literature on PPP projects in Kazakhstan? (2) How does this
affect the achievement of the sustainability goals? (3) How can future studies expand this field of research?

This paper is organized as follows: Section 2 describes the theoretical background for this paper, which
is followed by the research approach in Section 3. We present the results of the literature analysis in Section
4 followed by the directions for future research and the implication for practice making up Section 5, while
Section 6 presents the conclusion.
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Literature review. The first PPPs in Kazakhstan were implemented in 2005 as pilot concession projects
(railway Shar — Ust-Kamenogorsk, power transmission line North Kazakhstan — Aktobe region) based on Civil
Code. One year later The Law of Kazakhstan Republic "On Concessions" was created and it was amended
in 2008, 2010 based on concession projects’ execution experience [4]. According to A. Soltangazinov [5] the
evolution of PPP organizations in Kazakhstan is at the forming phase and a lot of work in policy, conceptual
provisions, environment has been done, however there are still different unsolved issues that require further
legislation improvements. The successful implementation of public investment projects through the PPP
mechanism requires an effective legal and institutional framework and highly skilled staff. In this case Report
3 of the World Bank Group [6] observes that in spite of significant progress founding friendly environment
for the implementation of public infrastructure comparable responsible public institutions to support PPPs,
particularly Kazakhstan Public Private Partnership Center (PPPC) and Public-Private Partnership Advisory
Centre (PPPAC), Roadmap for PPP Projects and services through public-private partnerships (PPPs), actions
were finite. While there are more than 100 projects in the government’s Master PPP Pipeline, implementation
has been very limited.

The critical examination of PPPs in Russia and Kazakhstan by N. Mouraviev [7] has highlighted
discrepancies between the Western literature and government approaches in Russia and Kazakhstan. Hence, In
OECD countries, it is sharing of some elements (namely, resources, responsibilities, risks, and costs), by both
government and a private party, that transforms their collaboration in a partnership type of an arrangement.
Many PPP features are missing in practical approaches employed by Russia and Kazakhstan, and the academic
discussion in these countries is silent about key partnership features such as shared resources and responsibilities.
This leads to substantial growth of risks and costs involved with PPPs may be substantially higher than they
appear. Current approaches may undermine the overall goal of PPPs, including concessions. Ye. B. Domalatov
[8] proposes that unequal power relations between the members of the partnership can also be attributed to the
significant problems of PPP development tools in Kazakhstan. This trend is contrary to the basic principles of
PPP formation. The essence of the principle of equal rights and economic responsibility concludes in identical
rights as well as responsibilities and reaching scope and aims of such collaboration among all participants. One
of the typical arguments in favor of PPPs is possible improvements in the delivery of public services but there
are no public discussions in Russia and Kazakhstan of standards for these services.

MAIN PART

As of the beginning of 2021 there are 1355 projects recorded by Kazakhstan PPP center. Graph of sector
distribution shows (Figure 1) that more than half of all recorded projects are in the education sector, 716 out of
1355. It might be connected to the fact that this sector is still largely government run. Second probable reason
is the high level of dissatisfaction with the education system among citizens (total investment can’t be counted
since most of the projects didn't have data) and the aim of the government to avoid «resource curse». Report
3 of the World Bank Group [6] notes that last year’s public-private partnership helped to improve access to
pre-primary education, although Kazakhstan still couldn’t reach the OECD average: 73 percent in comparison
to 90 percent in OECD members.

Healthcare and social service, energy, the housing and utilities sectors account for 459 projects. Probable
explanation for that is that they are also mostly publicly run sectors. So, investments in these sectors are mostly
politically motivated. Another possible reason can be the awareness of government “that the 2030 Global
Agenda for Sustainable Development and its 17 SDGs are an excellent instrument that can help Kazakhstan to
effectively achieve its development aspirations as articulated in Strategy 2050 [9] and the subsequent reform
agenda”.

As it is shown in Figure 2, PPP projects in Kazakhstan are not evenly distributed. Collected data reveals
that two regions with the greatest number of projects are East Kazakhstan region and Turkestan region, while
West Kazakhstan region has 17 projects, Nur-Sultan, capital of Kazakhstan has 42. Probable explanation is the
periodization of the least-developed regions with highest population growth. Turkestan in the context of other
regions of Kazakhstan has big problems with UN Sustainable Development Goals: gender inequality, low
quality of education, poverty, low level of infrastructure. Number of projects also correlates with income levels
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in different regions. West Kazakhstan region and Aktobe region see the least number of projects. Probably
the reason is that these regions have a high amount of well-paid jobs in the oil industry aligned with this
assessment. N. Mouraviev [11] argues that national budget of Kazakhstan is heavily dependent on oil sales
and its price in the world market. When the revenue side of the national budget grows because of the higher
than forecasted price of oil, expenses for social programs also increase. When oil revenues fall, all kinds of
government expenses, including those for PPP projects, should contract. Oil revenue creates an optimism that
encourages the government to launch partnerships; however, oil revenue will not make the power struggle
between regions for national funds easier.

® Transport and communications @ Energy, the housing and utilities sector
@ Information and communication © Education
® Healthcare and social service ® Financial and insurance activities
® Agriculture, forestry and fisheries @ Culture and sport
® Manufacturing industry

Figure 1 — PPP sectors in Kazakhstan.
Note — Developed by authors based on the source [10]
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Figure 2 — Distribution of PPP in Kazakhstan.
Note — Developed by authors based on the source [10]
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According to A. Legostaeva [ 12] private investments in PPP projects of Kazakhstan are equivalent to 64 % of
all attracted investments, while state obligations contain 36 % of all investments. N. Mouraviev [13] notes that
in Kazakhstan PPP development is high on the government agenda and the governments are actively pushing
for accelerated PPP formation because it is significant for the interplay between sustainability, entrepreneurship
and innovation which increasingly becomes the driver of society's development and growth. Specifically,
the governments deploy PPPs for solving certain environmental tasks, such as using private investment and
technological innovation for building effective urban water treatment and water supply facilities or solid
waste utilization plants. Hence, PPPs are increasingly substituting the government in its activities aimed at
environmental sustainability. A. Abdymanapov [14] argues while establishing approaches for PPP, one should
consider the features of social sphere PPP i.e. adding qualitative indicators in quantitative assessment of them.

The outcomes or their research demonstrated that there is a substantial difference in the ways of assessment
of PPP projects. Both the state agenda and the financial interests of private sector are to be considered. Now,
the general implementation issue is connected to the fact that there are only two types of information about
the efficiency available: financial and economic efficiency. The former one provides information necessary
for private project participants, while the latter one generally considers the outcomes of the project from
the societal perspective. The social impact of the PPP project can be viewed as a beneficial outcome of the
implementation for the public. This can include the expansion of supply of goods and services, increase in their
availability and regularity.

The absence of integrated approach to national projects is one the main issues restraining local PPP project
implementation opportunities, according to A. Oinarov [15]. Other contributing factors include: (1) inadequate
professional skills of human resources handling the project (2) inadequate management skills.

Legostaeva [12] came to the conclusion that the basis of the control mechanism of PPP projects in
Kazakhstan is based on common principles and phases of project management. However, management of
integrated, complex projects with a high level of uncertainty and rapidity of technological, political and other
changes, which includes the PPP require significant changes and improvement of processes of traditional
project management, as well as the evaluation of the results and consequences of its implementation for all
potential beneficiaries. In this case, authors observe the following gaps in the implementation and management
of PPP projects:

— Limitations in the application of legislation and insufficient legal regulation, lack of a formed legal
scheme for interaction in the framework of PPP;

— Shortage of mechanisms aimed at increasing the quantity of PPP projects;

— The presence of administrative barriers and corruption risks;

— The lack of competence in managing the execution of PPP projects;

— Lack of experience and specialization of partners in project management;

— Lack of qualified management personnel;

— The absence of a regulatory framework for project management based on PPP principles, including in
part:

— Planning of a project;

— Financial analysis of efficiency of project implementation;

— High expectations of the amount of state support;

— Unity of approaches in project preparation;

— Management tools for project implementation;

— Management of the potential risks and threats to projects;

- Lack of quality guarantees for all stages and phases of project implementation.

In this study, we see the project management approach in assessment of PPP, which aligns with trends in
worldwide management. Unfortunately, Kazakhstan PPP literature does not cover stakeholder management,
social value and risk management between public and private partners as well as the value of different
stakeholders and the contribution of stakeholders to project efficiency.

Data analysis shows that despite the low degree of development of PPP in Kazakhstan, they have more
social rather than infrastructural focus, corresponding to the People-first PPP model (Table 1). These data
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may indicate a clear link between PPP projects and their role in achieving sustainable development goals.
N. Mouraviev also argues that [13] PPP social value, created by partnerships’ engagement in sustainable
entrepreneurship, may effectively serve as the core of a new set of PPP assessment criteria at the time of
deployment and also at the time of performance evaluation.

Table 1 — Examples of “People first PPPs” realized in Kazakhstan

Goal 2: Agro blank production shops in Almaty region
Zero Hunger Construction, transmission and operation of an integrated network of 7 wholesale distribution centers.
Goal 3 Construction of clinics in rural areas
oal 3: - X .
Construction and operation of feldsher-obstetric points
Good Health and Well- [ construction and operation of multidisciplinary hospital in Aktau, Mangistau region.
being

Construction and operation of children’s city hospital in Semey, East Kazakhstan

Construction and operation of kindergartens
Goal 4: Quality P g

Education

Construction of a student hostels

Digitalization of education projects

Goal 6: Clean water and | "Ak-bulack" project

Sanitation “Drinking Water” program
Goal 7: Solar PV Power Plants
Zhanatas Wind Power Plant
Affordable and Clean - -
Big Almaty Ring Road
energy

Almaty waste sorting and recycling plant

Construction of residential buildings
Construction and operation of bridge across Bukhtarma reservoir in Kurchum district of East

Goal 11: Sustainable Kazakhstan region

Cities and Communities | Construction of a bypass railway line pass railway junction of Almaty station Project description
Construction and operation of a bypass road in Shymkent

Construction and operation of light rail line in Almaty

Goal 5: Gender quality Construction and operation of feldsher-obstetric points

Goal 12: Responsible Removal, processing, disposal of decommissioned office equipment and furniture of a state institution
consumption and of the Karaganda region
production Construction of waste-free processing of hazardous waste facilities in the city of Nur-Sultan

Note — Developed by the authors based on the source [16]

Regarding sustainable development goals (SDGs) assessment in Kazakhstan Y. Huan [17] indicated that
during the years 2000-2016, the SDG scores for Kazakhstan in all dimensions presented an upward trend,
among which the performance of social SDGs grew the most, increasing by 1.61703, followed by economic
SDGs, whose score increased by 1.33987. During the years 2016-2017, the SDG scores in all three dimensions
exhibited an evident downward trend, among which the environmental trend fell the most (decreasing by
1.73977), followed by social SDGs (decreasing by 0.86695). During 2000-2017, among the SDGs in all three
dimensions for Kazakhstan, the environmental SDGs performed the best overall, followed by the economic
SDGs, with the social SDGs performing the worst overall among the three divisional SDGs.

S. Chikanayev [18] notes that besides the problems detailed above in PPP, in 2020 Kazakhstan faced major
economic and social challenges due to the impact of the COVID-19 pandemic and drop in the price of oil
to a 20-year low, which has resulted in decreased economic activity, reduced foreign direct investment, and
shrinking state budget. This makes the need to attract investment in deteriorating public infrastructure even
more acute, and the government is now under even greater pressure to find answers to hard questions about
maintaining the volume and quality of public services. Therefore, Kazakhstan’s government needs to take
action in the near future to recalibrate the PPP policy and the way it is implemented.
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Research approach. In preparing the paper, the descriptive methodology has been used. The study
analyzed the data provided in public resources, including government portals. In the course of the study the
EBRD report, legal acts and regulations related to the Laws on PPP projects, on PPP, public sector, private
sector, concessions, corporate legislation were also reviewed.

RESEARCH RESULTS

Discussion. A review of PPPs in Kazakhstan has shown this sector is in its infancy and is characterized by
low efficiency associated with unequal relationships and risks between the public and private sectors, with a
discrepancy in the understanding of PPPs in comparison with the Western literature. A. Oinarov states [19]
that in terms of the PPP project performance, Kazakhstan’s public—private sector now attributes to a modest
15 % share of GDP.

Despite the implementation of the national standard ST RK ISO 21500-2014 — Project Management Guide
the level of project management is low. This may be due to the lack of transparent PPP frameworks as well as
the lack-of experienced project managers.

It is encouraging that the government is trying to address sustainability issues through PPPs and understands
the general trends needed to do so. The improvement of transparency, the extension of work to eliminate the
shadow sides of PPP projects can help improving the sector in Kazakhstan.

Proposed measures to improve management procedures in the conditions of the Kazakhstan PPP projects at
key stages of the project are as follows:

- objective evaluation and selection of projects for business and society, equal terms for private sector
including risks,

- open and regular communication between the government and a private partner to minimize the risks and
valuing of each stage of management,

- create effective management teams and use efficient tools and methods of project management including
stakeholder and value management.

Conclusion. PPP projects development is essential for developing countries like Kazakhstan. This study
examined the current situation of PPP in Kazakhstan and aimed to highlight problems and its role and
alignment with sustainable development goals. The study findings are as follows: PPPs in Kazakhstan require
comprehensive consideration to improve the legislative aspects and approach the forms of PPPs common in
Western countries, improve conditions for the private sector and public involvement. As Sadran notes [20]
not every contract between a public authority and a private sector service-provider constitutes a PPP, because
this implies a triangular relationship binding the public authority, the private sector partner and the members
of the public concerned with the service (users, customers, citizens). Future research in PPP projects should
cover project management and value management approach to increase efficiency and sustainability of them.

Limitations of the Study. In order to In order to have deep analyze of Kazakhstan’s PPP projects, it should
be sampled based their types, scope and execution across the country. However, ownership rights of the PPP
projects parties and external parties, to the nationally scaled public projects, limited access to relevant data.
Therefore, the study mainly relied on the publicly accessible documentation and data.
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KA3AKCTAHHBIH TYPAKTBI JAMY MAKCATBIHA KOJI
"KETKI3VJET'T MEMJKETTIK-)KEKEIIEJIK OPINTECTIK

III. Y3akora'", A. HypJianos!

!Satbayev University, E. Typke6aeB aTsIHaarsI )K00amapIas! 6acKapy WHCTHTYTHI,
Anmmatsl, Kazakcran PecryOmmkacsr

AHIATIHA

Conrbl Ke3Jepi MeMJIEKeTTiK-)KeKelenik opinrectirinig (MJXKO) wMexaHn3Mi oJleyMeTTIK JKoHE
WHOPPaKYPBUIBIMIBL KOOanapAbl JalblHAAYIbIH HOTHXKETl Tocim perinae Aamyna. MXKO sxobanapbiHga
TYPaKThl JaMyJblH THIMJIUITIH apTThIpyAarbl MaHbBI3Abl CTpAaTErus FaHa eMec, COHbIMEH KaTap JaMyIIbl
eJIJIep/IiH KOHOMUKAIIBIK MaKcaTTapbIHA arapap >KoJl.

3epmmey maxcamer — Kazakcrannarst MXKO jxo0anapbl skailiibl MoNIiMETTEp/Il KapacThIpy JKoHE OipiKTIpy
JKOHE COHBIMEH Katap OoJialllaK 3epTTeyJsiep MEH TOXKIpUOe YIliH OarbIT Oepy.

Oodicnamacel. MakanaHbl JaiibiHIay OapbIChIH/A CHIIATTAY dICHAMACKHI KOJIAHBUIABI. AJIJIBIMEH FHUIBIMH
KOHE KYphUIbIMIaHOaFaH 9e0MeTKe IOy JKacalbl, apbl Kapall KypbUIbIM/IBI 9/1e01 MIOTyMeH OipiKTipiii.
Oneouerreri MIKC xobanapbIHBIH Macenenepi, Ooaliarsl )KoHE OJIap IbIH TYPaKThl JaMy MaKcaTTapbIHa jKe-
TYJeTi MaHbI3bI CBIH/IbI 3€PTTEYJIEPre KOCHUIIBIK.

3epmmeyoiy Oipeeetiniei / KynOwuLivizbl. 3eprrey KazakcTaHIarbl MEMJICKET-)KEKEIIeNiK K00anapbiH
TaNayFa )KoHe OJIap/IbIH TYPAKTHI IaMy MaKcaTTapblHa KETYAerT MaHbI3bIHA HET13/IeNIeH.

3epmmey nomuocenepi. Kazakcranna MemiekeT-kekemenik apinrectiri (MXKO) 3aHHaManbIK TYpFBIIaH
XKoHe 0aThic MemIleKeTTepine OeseH anran MXKO Typiiepine KaTbICThI TOCUIIEPI, )KeKe MEHIITIK YIIiH [apTTa-
PBIH JKaKcapTy jKOHE KOFaMIbl KATBICTHIPY OOMBIHIIA KaH-)KAKThI KAPACTHIPBLUTYbI KaXeT.

Tyuin co30ep. MeMJeKeTTiK-)Kekememk opintectik (MXKO), sxobamapasl Oackapy, TYpakThl aamy
makcattapsl (TAM).
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IrOCYJAPCTBEHHO-YACTHOE ITAPTHEPCTBO B JOCTUXEHUU
HEJENA YCTONYNUBOI' O PAZBUTHUSA KA3SAXCTAHA

III. Y3akoBa'*, A. HypJ/ianos!

'Satbayev University, UacTutyT ynpasnenus npoekramu umenn E. TypkeGaesa,
Anmartsl, Pecniybnmka Kasaxcran

AHHOTALIMUA

B mocnegame roapl MexaHU3M TocydapcTBeHHO-dacTHOTO mapTHeperBa ([TUII) passuBaercs kak s dex-
THUBHBIN TOIXOJ K pa3pad0TKe COMUANBHBIX U HHPPACTPYKTYPHBIX TPOeKTOB. [loBbimenne 3 pekTuBHOCTH
ycroiuuBoro pa3sputus B mpoektax ['UII siBiseTcst BaxkHOUM cTpaTerueit 1jisi TOCTUKEHUS HE TOJIbKO MUCCHUU
YCTOHYHMBOTO Pa3BUTHA, HO M SKOHOMHYECKHUX IeJIel Pa3BUBAIOIINXCS CTPaH.

L]env uccnedosanus — pacCMOTPETh U 00beTUHUTE 3HaHUA 0 TipoekTax [ 'UIl B Kazaxcrane, a Takxke mpe/-
CTaBUTH OyTyIMe HAITPABIICHUS CCIETOBAHNHI U IPAKTHUKH.

Memooonozus uccredosanus. Ilpu moAroTOBKE TOKyMEHTA MCIIONB30BAIACch OMICATEIbHAS METOOIOTHSI.
Brimomaer 0030p MCCIeI0BaTEILCKONH M HECTPYKTYPUPOBAHHOM JTUTEPATYPHI, KOTOPBIA BIIOCIECICTBHH OBLIT
0o0BeIMHEH CO CTPYKTYpHUPOBAaHHBIM 0030poM suTeparypbl. CTaThsi OTHOCHTCA K HECKOJIBKHUM HCCIIE0BA-
TEITLCKUM 00JIACTSM II0 JINTEepaType, Kacaromeics mpooiem, mepcrektus mpoekToB Ul u ux ponu B 1ocTH-
JKeHUH 11eJIe YCTOWYHNBOTO pa3BUTHSL.

Opuzunansnocms / yeHHocms ucciedoganus. VlccaenoBanue ObUIO COCPETOTOUCHO HA H3YUEHUH 1 aHAJH-
3€ MMPOEKTOB rOCYIapCTBEHHO-YAaCTHOTO MapTHepcTBa B Kazaxcrane M WX posid B TOCTIKEHUH IIETIeH yCTOM-
YUBOTO Pa3BUTHSL.

Pesynomamuor uccaieoosanus. 'l B Kazaxcrane TpedyeT BCECTOPOHHETO pacCMOTPEHHSI C TIETBI0 COBEp-
IIEHCTBOBAHMS 3aKOHOMATENBHBIX aclekToB W moaxona K ¢opmam ['UIl, pacnpocTpaHeHHBIM B 3amaJHbIX
CTpaHax, YAy4IIeH!s YCIOBHU JJIS YaCTHOTO CEKTOpA M YJaCTHs OOIIECTBEHHOCTH.

Krrouesvle crosa: rocynapcTBeHHO-9acTHOE maptHepcTBo (I'UIT), ynpasienne mpoekTaMu, e YCTOHIN-
Boro pazsurtus (LIYP).
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