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PUBLIC-PRIVATE PARTNERSHIP IN THE EDUCATIONAL SYSTEM

The article is focused on public-private partnership (PPP) as an efficient instrument of the development
of education and, in general, the social sphere in the Russian Federation. Considered are two extreme
points of the education system: pre-school level and universities. The authors analyze the current condi-
tions of interaction between the state and business in creation and operation of pre-school institutions,
offer measures to stimulate the attraction of investments and competencies of the private sector to pre-
school educational infrastructure and identify prospects of public-private partnership in this area.

The transfer function of universities is examined, and public-private partnership system enhancement is
substantiated as one of the basic factors responsible for the underlying the extensiveness and results of
the integration process between the state and the private sector in the context of transition to knowledge-
based economy.
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B cmamve uccredyemcs cocyoapcmeenno-uacmuoe napmuepcmeo (I'4ll) xax Oeticmeennvli uncmpy-
MeHm pa3gumusi cucmemuvl 00Pa308aHus U, 8 Yyeaom, coyuanvrou cgepvi 6 Poccuiickoti @edepayuu. Pac-
CMOMPEHbL 08¢ KPAlIHUE MOYKU Peanu3ayul CUCmembl 00pa308anUs: OOWKOIbHASL CIYneHb U 8Y3bl. TIpo-
AHATUZUPOBAHBL MEKYWUe YCI0BUSL 83AUMOOCUCMEUs 20CYOAPCmed U OU3Heca npu CO30aHUU U IKCHIYA-
mayuy OOUKOILHBIX YUPEHCOeHUU, NPEeOoACEHbl MEPbl N0 CIMUMYTUPOSANHUIO NPUGLEYEHUsL UHBECTUYULL U
KOMNEMeHYUll 4aCmHo20 CeKmopa 6 OOUWKONbHYIO 00pa308amenbHyl0 UHGpacmpykxmypy, onpeoeieHbl
HAanpasienus: pazsumus 20Cy0apCmeeHHO-4acmHo20 napmuepcmea 6 oannou oonacmu. Ilpoananusupo-
6ana mpaucghepmuas GyHKYUst 8Y308, 000CHOBAHA HEOOXOOUMOCTb PA3GUMUSL CUCTHEMbL 20CYOAPCMBEH-
HO-4ACMHO20 NAPMHEPCMEa 6 chepe evicuieco 0Opas30eanusi Kak 00HO20 U3 0a308vIX Gakmopos, 06y-
CABIUBAIOWUX MACUINAOBI, OUHAMUKY U Pe3VIbMambl NPOYecca UHmezpayuu 20Cy0apcmed u 4acmuo2o
CeKmopa 8 COBPEMEHHbIX YCI08UAX Nepexooa K UHHOBAYUOHHOU IKOHOMUKe. B xode uccredosanus Oviia
00KA3aHA He0OXOOUMOCb NOCMPOCHUS MECHO20 NOCMOAHHO20 83AUMOOCUCBUS 20CYO0APCMed U 4acm-
HO20 cexmopa 8 06pazoeamenbHoll cghepe: ObLIU BbIAGIEHLI He2amueHvle MeHOeHyuu 8 obaacmu 00-
WKONIbHO20 00PA306AHUS, A MAKICe ONPedesieHbl OCHOGHbLE HANPABIEeHUs. PA36UMUsL GbLCUIe20 00pa308a-
HUS Yepe3 npugiedeHue HecocyOapCmeeHHbIX Op2aHu3ayull U YACMHbIX NPeOnpUsmul.

Knwouesvie cnosa: cucmema odopazosanisl, peiHoKk 00pa308amenbHuIX YCIye, KOMMepUeckoe OOUKONbHOe
obpazosanue, cocyoapcmeento-vacmuoe napmuepcmeo (I'411), unsecmuposanue HUOKP.

Introduction. In contemporary economic defined as an effective model of interaction be-
environment the development of productive co- tween science, education and business in the
operation between the state and business in solv- innovation sector [3].
ing social issues, which comprise education at Methods and object of the research. Con-
all its levels, is a priority task aimed, ultimately, sidering that the objective of the study is the ex-
at increasing the efficiency of the country's labor amination of PPP implementation and prospects
potential. In the process of introducing market- at different levels of educational system of the
oriented reforms the public sector in the econo- Russian Federation, the authors analyze statistics
my, including the management of critical infra- data on pre-school education provided by RF
structure, has declined significantly, and strate- Federal State Statistic Service and data on the
gic partnership with the private sector becomes a structure of investment into Research & Devel-
decisive factor affecting the future of the coun- opment, published by OECD. Interview and
try. Delphi methods were used to verify the results

The primary goal of the state in implement- of the study.
ing public-private partnership projects (PPP) is Results and their discussion. The OECD
to attract private capital to socially significant Committee on Science and Technology Policy
projects, as well as to use private sector man- defines public-private partnership in the innova-
agement and technical innovation experience. tion sector as «any formal relationship or ar-
With the help of PPP tools (for example, partial rangement for a fixed or infinite period of time,
risks cover and sustainable revenue stream pro- between public and private actors, in which both
vision) the state encourages the private sector to parties interact in the decision-making process
participate in the production of public goods, and co-invest limited resources such as money,
whereas business, in addition to financial in- personnel, equipment and information to achieve
vestments, infuses projects with flexibility, eco- specific goals in a particular field of science,
nomic feasibility and higher quality standards technology and innovation» [8].
specific to the private sector. Consequently, in The International Technology and Investment
the context of crisis and insufficient public Fund (MIPT) provides another definition of
funds, PPP mechanism is instrumental in signifi- PPP: «Public-private partnership in the field of
cant projects execution in the most efficient way innovation is an institutional and organizational
with limited public expenses. Alliance between the state and business in order

The development of the national innovation to implement socially significant projects and
system and coordination of education, science programs in a wide range of industries and re-
and business are among the priorities of the search areas» [1].

Concept for the long-term socio-economic de- Federal Law No. 224-FZ dated July 13, 2015,
velopment of the Russian Federation for the pe- «On Public-Private Partnership, Municipal-
riod up to 2020. Public-private partnership is Private Partnership in the Russian Federation

84



ISSN 2078-5410 SKOHOMMKA 1 BAHKMH. 2019. Ne 1

and Amending Certain Legislative Acts of the
Russian Federation», which was enacted on Jan-
uary 1, 2016, defines public-private partnership
as «legal cooperation of a public partner on the
one hand and a private partner on the other hand,
based on a public-private partnership agreement
concluded in accordance with this federal law in
order to attract private investment in the econo-
my, to provide for the availability of goods,
works and services and improve their quality by
public authorities and local self-government»
[4].

The analysis of PPP mechanism educes a va-
riety of advantages of this form of interaction
between the private sector and the state. The
most significant for the research and innovation
sphere are [7]:

+  Capital investments replacement with a
stream of time stretched payments, which is in-
dispensible when government funding is limited
and a project is of acute importance.

»  Shorter execution period, induced by
flexibility and efficiency of the private party,
especially if it is interested in the acceleration of
the project execution.

+  Cost reduction at all stages of project
life cycle: in private sector project profitability
depends directly on its operational efficiency, so
its improvement is continual even after the de-
velopment stage.

- Efficient allocation of risks, where the
responsibility for project execution is distributed
among several participants, which back up con-
ceivable failures.

« Improved service by reference to inter-
national experience.

« Additional revenue provided by the pri-
vate sector through the realization of previously
unobserved opportunities.

For education, at its all levels (pre-school,
additional, general, higher), despite significant
differences in the components of the process, its
final indicator is social procurement implemen-
tation with the most appropriate ratio of accessi-
bility, cost and quality of educational services,
which proves unattainable with the existing sys-
tem of forecasting, distribution and expenditure
of budgetary funds, the practice of transfer-
ring/buying out social facilities from investment
and construction companies and economic con-
ditions of private sector involvement into unre-
claimed by the public sector projects.

A number of subjects of the Russian Federa-
tion, such as St. Petersburg and the Leningrad
Region, expose several PPP projects at different
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stages of execution, including the construction
of educational institutions in the Pushkin district
of St. Petersburg, as well as the creation of an
innovative scientific and educational mini-
complex within the cooperation of Secondary
School No. 564 of St. Petersburg and the Prima-
ry Educational Establishment «Laboratory of
Continuous Mathematic Education», based on
the concept of interconnection and integration of
general, additional education and research ac-
tivities in the field of mathematics and natural
sciences. However, these projects do not objec-
tively provide for the creation of new places for
students, although these examples have a posi-
tive economic effect for a particular institution
and contribute to the improvement of the quality
of education and the implementation of an indi-
vidual approach to learning.

The current situation regarding the launching
of new places in kindergartens in St. Petersburg
is as follows:

According to the Russian Federation Federal
State Statistic Service the availability of places
in kindergartens in pre-school institutions in
2017 was 62.2%.

The official data for 2018 has not yet been
published, but the practice of recent years shows
a steady negative trend in reducing the availabil-
ity of places in pre-school educational institu-
tions since 2011, which is graphically presented
in Figure 1.

In 2018 252 thousand children attended kin-
dergartens. The funding of the «Development of
preschool education» subprogram of St. Peters-
burg state program «Development of education
in St. Petersburg» for 2015-2020 period is
50,505,988.9 thousand rubles in 2019 [2]. Ac-
cording to various sources, the cost of launching
a new place in the pre-school is from 1,000 to
2,145 thousand rubles. Investments into current
activities of a kindergarten amount at least 240
thousand rubles per child per year (according to
data obtained in the course of negotiations with
representatives of the public sector; this figure is
also substantiated in reference to commercial
pre-school educational establishments). Accord-
ingly, the amount of funds planned under the
state program, even in the case of their timely
and full-scale allocation, is not sufficient to meet
the target of the sub-program for the develop-
ment of pre-school education: to fill the existing
and, moreover, forecasted by 2020 need in
childcare service.
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Figure 1. — Number of places in pre-school educational institutions in St. Petersburg for 1000 children
Source — compiled by the authors on the basis of RF Federal State Statistic Service data [6]

In the process of launching new pre-school
education facilities with the participation of ex-
tra budgetary funds, there are at least two princi-
pal parties of cooperation: construction and in-
vestment companies and the state. The first aim
at the creation of all-inclusive infrastructure of
residential complexes in order to ensure their
attractiveness to the final consumer. The latter
must fulfill their social program. At the same
time, with the existing situation with the trans-
fer/repayment of pre-school education facilities,
state structures cannot provide, and investment
and construction companies cannot expect, time-
ly or, at least, predictable consummation. At the
same time launching a new kindergarten implies
not only its repayment, but also refunding its
operational expenditures, which, as it has been
noted earlier, requires additional significant
funds, since parents’ payment does not nearly
cover these expenses, consequently, organizing
current operation of a kindergarten is also vexa-
tious for the state. In this context it is expedient
to consider another participant of a PPP project -
private educational organizations working in the
field of pre-school education and additional edu-
cational services for children. Major network
structures are interested in expanding their cov-
erage, diversifying risks, strengthening competi-
tiveness, enhancement the network’s positive
image and developing the social component of
business. However, acting as independent enti-
ties in the field of organizing pre-school educa-
tion, all these parties face a number of challeng-
es unsolvable outside PPP context: construction
companies expect non-payment for social facili-
ties and prospects of continued facilities mainte-
nance payments at their own expense, the state
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operates exclusively within the budget, which
should include not only the purchase of new
kindergartens but also existing and new kinder-
gartens operational activities refunding in un-
comfortable economic conditions (taking into
account inflation, etc.) Acting independently
private pre-school institutions face, on the one
hand, the high cost of borrowed funds required
within the investment period to adapt the leased
premises to the appropriate use, on the other
hand, regardless of seasonality and other risks of
this type of business, they are forced to enter
projects with a fixed rent rate, which is, on aver-
age, from 25 to 35% of working expenses of
such companies. Noteworthy is the fact that re-
gional authorities can compensate wages and a
number of other expenses to private educational
institutions, which, by all means, supports busi-
ness, but due to time-delayed payments, their
size (currently, in the Leningrad region, the sub-
sidy amount is 7,000 rubles for a child attending
a kindergarten) and forecasting complexity these
subventions do not actually affect the cost of
services for the end consumer. Thus, the materi-
alization of budget funds in this area is not effi-
cient, since it does not provide the desired target
- affordability of childcare services for the popu-
lation.

At present market participants and interested
consumers have cognized the opposition «public
vs. private institution» with all the resulting ex-
clusive ideas about the quality and accessibility
of services, which is substantiated by the lack of
demand for PPP tools and, consequently, by the
absence of transitive forms of interaction. For
trilateral cooperation in this area (the state — in-
vestment and construction company — private
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pre-school education company) it is possible to
use such legally-established forms as BOT,
BOOT, DBFO, however, this requires close co-
operation between construction companies and
private operators at the management stage,
which is impossible in current economic envi-
ronment due to the lack of interest of the public
sector in such forms of cooperation in this area
and, consequently, the scarcity of efficient inter-
action mechanisms, positive experience and rel-
evant competencies. Accordingly, in current
conditions it seems practicable to transfer/buy
the constructed objects from construction com-
panies via the existing and prospective mecha-
nisms (for example, the Social Obligations Fund
for Developers), with subsequent transfer for
operational management to a private operator
acting as a management company under a cer-
tain term, limitations and fixed service price for
the end consumer, which will certainly be higher
than public service price, but lower, than the
average market price for the same kind of child-
care service. However, in this respect it is neces-

sary to adapt to domestic conditions and estab-
lish legislatively such a form of PPP as Opera-
tion & Maintenance. This PPP scheme provides
for the needs of all participants: reduction of
infrastructure transfer period for investment and
construction companies, alleviation of budget
expenditures and improvement of budget funds
allocation for the state and decrease of service
cost for commercial organizations. Its develop-
ment within the principles provided by Federal
Law 224 and legal enactment will combine so-
cial and economic interests of prospective part-
ners, which is a decisive factor contributing to
attracting business to cooperation in this area.

In terms of PPP application in higher educa-
tion it is necessary to note the tendency towards
a reduction of the state-guaranteed order and, in
general, the budget funds allocated for the de-
velopment of the science and innovation sphere,
which is prevailing in developed world economy
(Table 1).

Table 1. — The structure of R&D expenditure in the OECD countries

Canada France
== >
i o o Total T nom-
Totzl mwvestment. Eovemmment Eovermment mwvestment, SFovernment sovernment
TS Dollar, sector sector TS Drollar, sector sector
W ear hdillions inwestment inswestment haillions insestment insvestment
200 S110.105 83 .5 36.5 10537 222 9.7 103
2010 o208 411 o0 9 3o 1 10974 792 S 2 9.3
2011 9381.5 Gl 2 33.8 10951 967 88.3 11.7
2012 ooo2 881 So. 4 206 11100, 938 So. 1 10,9
2013 o874 .74 37.3 427 11282 491 88.3 11.7
2014 o748.928 55.6 44 4 11172019 896 10 4
2015 10138 203 560 A4 0 12246 497 S1.3 18.7
2016 10518 90 33.8 4562 . -
2017 10379615 353, 4562 .
South Korea Spain
= >
i o o Total T nom-
Totzl mwvestment, Eovermment Eovermment mwvestment. Fovernment sovernment
TS Dollar, sector sector TS Drollar, sector sector
W ear hdillions inwestment inswestment haillions insestment insvestment
200 S157.837 TS5 205 55914 J4.2 5.
2010 3643 375 T8 202 SG6T71.6 2.7
2011 3892 915 0.2 19 8 3503 4 J1o
2012 6113 721 81.3 18.7 51060 J2.0
2013 G295 6406 73.1 219 4994 7 J2.5
20143 8385 387 0.2 19 8 4947 8 731
2015 Ge90 008 T2 208 0560 J1.8
2016 Ga33. 176 73.8 212 AoG5.5 J1.8
2017 7146005 7.6 224 .
United Kingdom Japramn
== >
i o o Total T nom-
Totzl mwvestment. Eovemmment Eovermment mwvestment, Eovsrmment sovernment
TS Dollar, sector sector TS Drollar, sector sector
W ear hdillions inwestment inswestment haillions insestment insvestment
200 10880 55 83,5 31.7 18435, 9035 S2.6 47,4
2010 10151, 916 569 33.1 185094 114 S2.6 47.4
2011 o956, 431 635.1 349 191385, 228 53.1 46.9
2012 oo 20 01 G630 370 19469 78 53.1 46.9
2013 10301.184 629 37.1 20882.827 33.3 46,7
20143 10373 321 52,4 37.6 1300, 5 529 47.1
2015 10587, 4609 &0 8 32 18948.858 525 47.5
2016 10307 388 S 7 403 18407.141 52,4 476
2017 18632 019 521 479

Source - compiled by the authors on the basis of OECD Science Indicators data [5]

87




ISSN 2078-5410 SKOHOMMKA 1 BAHKMH. 2019. Ne 1

Attracting private sector to this area of tradi-
tional state responsibility not only provides addi-
tional funding for science and innovation, but
also ensures the introduction of new manage-
ment practices, ensuring a higher level of R&D
commercialization, and accelerating the diffu-
sion of cutting-edge technologies in various
economy sectors.

Statistics on R&D in the domestic economy
shows an increase in both public and private in-
vestment in this area when compared to 20009,
but the indicators for the period from 2014 to
2016 have a negative trend (Table 2).

Considering the general scheme of interac-
tion between the state, the private sector (busi-
ness) and universities, noteworthy is the unique-
ness of the function of higher professional edu-
cation establishments, expressed in the transfer
of technology and innovation, as well as provi-
sion for personnel needs of the state and busi-
ness.

In general, the scheme of interaction of uni-
versities, the state and the private sector is pre-
sented in Figure 2.

Table 2. — R&D funding of the Russian Federation, US Dollar, Millions [5]

Govemment sector mvestment, Business sector mvestment,
Year U3 Dollar, Millions U3 Dollar, Millions
2009 1745 261 360,782
2010 1897322 677,827
2011 2020135 721,119
2012 2025383 823,137
2013 18099 304 82476
2014 2214 242 006,718
2013 2103476 030,033
2016 2064 382 038223
2017 2113617 068,000
public funds
government order - personnel -
pessonnel g order for personnel
g research funding 7'; R&D results §
§ researches '% order for R&D ;
=4 _ S order for retraining -
= public funds ; eerins
target program =) retraining services

~

tax payments

Figure 2. — The transfer function of the universities in the system of PPP
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The interaction between the state and the
university is displayed not only in the state-
guaranteed order for training of certain catego-
ries of specialists and the allocation of appropri-
ate budgetary funds, but also in the form of an
order for certain studies, funding of target pro-
grams, such as evaluating teaching staff re-
sources, stimulating young scientists research
activities. In turn, universities transfer research
and development results, as well as reports on
the implementation of target programs, which
enhance government managerial decisions, and
train specialists for state-owned companies and
academic sector.

Cooperation between business and universi-
ties is expressed in personnel training/retraining
for specific private sector goals and the devel-
opment of business-oriented training programs.
In addition, science can provide research and
development at the request of the private sector,
which attracts additional funds for development,
as well enhances a relevant and sensitive re-
sponse to domestic economy need in certain
specialists and particular areas of research.

At the same time, the state aims at strength-
ening the relationship between the private sector
and universities (initiating programs to encour-
age interaction, creating joint ventures on the
basis of universities, subsidizing the private sec-
tor) via the reduction of taxes on R&D and in-
novative activities, which is unfeasible outside
close cooperation with higher education and re-
search institutions. In return, the state receives
expanding tax revenues due to the development
of innovative enterprises and their profits in-
crease.

In this context, socially significant projects
implementation via PPP is one of the main tasks
of the state. In view of recent PPP trends in do-
mestic and world economy the most urgent
problems facing the involved into PPP parties
detected in the course of the study are as fol-
lows:

1. The equitable combination of economic in-
terests of PPP projects participants

2. Provision for investment attractiveness of
projects.

In general, the analysis exposes education as
an attractive and advantageous PPP field. De-
spite the existing restrictions that detain interac-
tion between the state, business and science, un-
deniable is the fact, that the solution of the high-
lighted problems is vitally important not only for
the development of education at all its levels, but
also for the cultivation of a stronger, sustained
and competitive economy.
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