ATLANTIS
PRESS

Advances in Economics, Business and Management Research (AEBMR), volume 39

Competitive, Sustainable and Secure Development of the Regional Economy: "Response to Global Challenges" (CSSDRE 2018)

Public-Private Partnership in Regional Health Care
Modernization: Analysis and Strategic Priorities of
its Development

Natalia N. Kosinova

Volgograd State University
Econonics and Finance Institute
Corporate Finance and Banking Department
Volgograd, Russia

nnn_05@mail.ru

Sergey P. Sazonov

Volgograd State Technical University
Econamics and Management Faculty
Management and Finance of Production Systems and
Technological Entrepreneurship Department
Volgograd, Russia
sazonovsp@mail.ru

Natalia G. Glazkova

Volgograd State University
Interrational Education Institute
Volgograd, Russia
Gng_07@inbox.ru

Abstract — For the further development of the Russian
econamy in the context of global transformation, various forms of
a joint venture between state structures and commercial
organizations are of great importance. One of the instruments for
such interaction is a public-private partnership (PPP), whose
main objective is to improve public welfare by combining efforts
and resources of the parties, optimally distributing their
responsibility and risk.

In the article, we conducted an analysis of PPPs in the
healthcare sector as a comprehensive study of positive and
negative factors, which may affect the PPPs effective
development in health care modernization.

The analysis revealed key strategic priorities of the PPP
development in the healthcare sector. Favorable legal,
organizational and institutional conditions are required for
efficient management of PPP projects implementation in health
care modernization in order to increase the level of availability
and quality of medical services.

Over the past five years, real budget spending on service-
producing industries has decreased annually by about 10%. In
the near future, this trend will likely continue. Meanwhile, the
share of attracted private investment is less than 3% of the
total investment in infrastructure development [1].

In the world economic practice organizational forms on the
basis of a public-private partnership are created to solve the
problem of an economy’s strategically important objects
underfunding.

The aim of the study is to examine the impact of health
PPPs institutional environment on defining the main aspects of
PPPs increased efficiency in health care.

Il. MATERIALS AND METHODS(MODEL)

The sibjects of the study are economic and financial
relations between the state and private businesses within PPP

Keywords — public-private partnership, concessions, health Projects in the healthcare sector.
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I. INTRODUCTION

Introduction of modern forms of social and economic
projects funding is extremely important for the Russia
economy, as the traditionally state-owned industries requir
substantial financial resources. The latter does not alwa

correspond with fiscal positions.

Such industries include education, health care, housing and
utilities, transportation and road facilities. Objects related t
these areas of economic activity cannot go private due to th

infrastructure,

In pursuing the study objective we used the methods of
strategic and integrated economic analysis.

When considering the institutional factors impact on the
development of PPPs in the healthcare sector, we used a
systems approach while analyzing normative legal acts of

"opPps in the health care, as well as organizational forms,

fnodels, certain PPP instruments in Russian practice.

ys

Ill. RESULTS ANDDISCUSSION

A. Analysis of PPPs Implementation Efficiency in
i ealthcare Sector

social, economic, and strategic importance. Therefore, they At the current stage, systemic reform of the Russian

cannot be profitable.

Copyright © 2018, the Authors.

healthcare sector aims at improving the quality of medical
services through strategic management of the sector. Despite
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the health care modernization program, which has recentsuch as cancer clinics, rehabilitation centers, dialysis and
been implemented through additional funding introduction irperinatal centers. There is effective demand for such
the form of social security systems, money attraction froninfrastructure from consumers that can guarantee a return on
medical services consumers, etc., the problems of lowvestment. Experts estimate the investment segment potential
economic efficiency of public health care, limited publicfor 50-70 billion rubles. In federal public health institutions,
resources, etc. were not solved. To tackle the issues, PPtAs current need for private investment is provisionally
have been used in the world practice. estimated at more than 20 billion rubles” [3]. It is a base for a
stematic PPP instrumentation usage in order to modernize

healthcare sector and improve availability and quality of
dical services.

A rapid development of various forms of PPP in develope(fg
economies and, more recently, developing ones, widespre
usage of the forms in distinct sectors allows the form o
interaction between the state and business to be a Thus, our analysis of healthcare PPPs has revealed that in
characteristic of the modern economy. the context of underfunding strategically important areas of an
conomy in the economic practice of Russia and foreign

The State bears responsibility for ensuring unmterrupteﬁoumries medical institutions are created on the basis on PPP
public goods flow. That explains the tendency to preserve A order to modernize and improve the quality of public

number_of sectors and indust_ries !n the state oyvnership. At t'%%rvices. Aimed at the healthcare sector development, PPP is
same time, private enterprise is mobile, highly reSourtqn effective mechanism for attracting long-term investments.

efficient, innovation-prone.
A set of PPP forms and methods accumulated so far aIIovg B ng Institutional Faciors Impact on PPPs

. . . ; . Development in Healthcare Sector
while preserving important national state-owned facilities
transfer some powers to the private sector. These are featuresOne of the most important institutional factors, influencing
such as construction, operation, and maintenance &PPs development in the healthcare sector, is a legal
productive and social infrastructure, as well as itsregulation. So, the passage of the Federal law dated July 13,
management. 2015 Ne224-FZ “On public-private partnerships, municipal-

Public-private partnership in the healthcare sector faces private partner.ship. in the Russian Federgtion and am_endments
ift certain legislative acts of the Russian Federation” [5],

challenge of making medical care more accessible, and ﬁﬂﬁ‘ovides a possibility of creation and/or modernization of

healthcare resources usage more efficient. medical infrastructure by private investors in order to improve
In our opinion, a PPP in the healthcare sector is a mutuallgublic services quality, allows the status of private ownership
beneficial cooperation of central and local authorities, privat@n established or renovated infrastructure. An investor has to
and non-profit organizations, which helps to ensure effectivensure its use strictly for the authorized purpose.
legal entities of public law task execution in the healthcare
sector through attracting private resources for
establishment, reconstruction, management, and mainten
of health services infrastructure [2].

a By law, a public party may participate in a PPP project
r?hrough direct co-financing, by providing a grant for the
ar}‘fl%ject implementation or a state guarantee, as well as take
property participation, including land, water, forest areas

Analysis of the PPP status in the Russian healthcare sect@gsignment for an object being created. Apart from that, there
has revealed that, at present, there are more than 70 projectésaa guarantee mechanism of contract conditions preservation.
different stages of implementation, among which 61 projects
are already l_Jnder construction _and operation. Within t.h‘aevelopment in the healthcare sector, is the PPP forms and
framework of implemented PPPs in the healthcare sector, it Rodels implementation
expected to attract investments of 61 billion rubles, while the '
total amount of private investment in PPP projects is 57 billion In the generally accepted world practice, there are two
rubles, which is about 10% of total investment in PPP project®rms of cooperation, such as contract and institutional
in all sectors [3]. partnerships. Institutional form involves creation of joint
ventures between the state and business. Contract form of
strategic partnership is a contract on certain functions
performance, concerning the object of health care.

An institutional factor, which directly affects PPPs

According to the Russian Ministry of Health, 32% of
hospitalsu 30% of clinics require major repairs. They lack hot
water supply, piped water, off-grid electricity, and 57% of
equipment is technically and functionally obsolescent. During Concessions, among existing contract forms of
the modernization program in the following few years, it iscooperation, are most common in infrastructure industries and
necessary to build about 500 hospitals in total. To addresocial services (including health care), where private
strategic challenges the industry needs an investment of 0,8westment flows and high-quality management are necessary.
1,0 trillion rubles. In the healthcare system, up to 20% of Und . h s i qf
agencies provide services in the areas potentially demanded b nder a concession, the state Is, first and foremost, a

private investors, and the plausible amount of investment i%‘?/b"c authority. In this capacity, it not only provides partners
550-270 billion rubles [4] with some of its power as an owner, but also delegates them

some power (exclusive sovereign rights). Rights exclusivity

In addition, “in a number of subjects of the Russian(sovereignty), granted to the concessionaire (private partner)
Federation private investments are being attracted intby the state, means that in the framework of the activity, for
construction and operation of new institutions of public healthwhich he receives the exclusive right, similar activities of any
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third party or the state itself are not allowed. In the Russiais under construction. At the end of the project’s construction,
economy there is a possibility of life cycle contracts inthe private investments volume should be no less than 350
constriction and reconstruction of health facilities, Russiamillion rubles.

and foreign private companies attraction into heath facilities

management within the concession. Moscow concluded a concession with ZAO "European

Medical Center" on the reconstruction, operation, and
In addition, there are investors who are ready to participaterganization of four medical centers, such as a positron-

in projects with 8-9% vyield. Abroad many health facilities areemission tomography, endovascular surgery, perinatal and

built and then managed by large international companies. Irehabilitation support for 49 years.

this case, private investors provide majority of financial - .

resources fgr the project, apstate is aJ gl}/arantor of the !N the Novosibirsk region under the terms of the

agreements, including loan repayment or established arffpncession maternity hospital and dental clinic are being

operational facilities yield. It allows providing medical care, cnovated. The maternity hospital will provide high-tech
:%peuallzed medical care for the treatment of infertility.

when there are not enough funds. From an econom nnually, 48 residents of the region will be able to obtain aid

standpoint, the benefits are obvious. The state building is r free. Up to 300 peoble may take advantage of a free dental
times or even more expensive, than a private one. T Q - VP peop y v 9

difference is essential for a health services consumer, too, gare ayear.
he or she can receive them faster and of a better quality. Examples of PPP agreements on the basis of regional

Thus, when optimizing a PPP system as a whole, and SO’_%‘ggislation are the Nephrology Center establishment in the

of its elements, it is vital to take into account the status o or?]b?(ra(r)]\clasnlé' . nzi%l'(c):gl cengeKr()gizrt?O::stko- 2”?8::? Acco?g'dn
institutional environment at both federal level and at the levef°™P v ! uction I ) Ny

‘e o to the federal subjects of Russia, the implementation of
of distinct federal entities. another 29 projects was internally constrained by the lack of
C. Best Regional Practices Analysis of PPP Mechanism  legislation in the field of PPP.

Usage in Healthcare Sector In 2015 Russian Ministry of Health produced the first
Among entities, in which the PPP mechanism is usedfederal pilot project using the concession mechanism in the
effectively, we can highlight the Republic of Tatarstan. Foiealthcare sector. Competitive industries creation, whose
example, OO0 “ABA-Peter” negotiated a concession products will be in demand in traumatology, orthopedics, and
agreement on the reconstruction of the family planning andeurosurgery, was conducted on the basis of a property object
reproduction Center for a period of 10 years, allowing thef the Novosibirsk Institute of Traumatology and Orthopedics
Republic to receive a modern medical institution, which willnamed after Ya.L. Tsivyan [6].
deal with issues related to reproductive health protection and

recovery OO0 “Modern Medicine HD Clinic” concluded 5 ot ; X
concession agreements on establishment and operation Ut pub!|c-pr|v¢_';1te partr_1ersh|ps development in the_healthcare
ector is carried out in the framework of the regional state

outpatient hemodialysis centers in Kazan, Naberezhnyi:éro(‘:]rarn "Health Development of Volgograd region unti

Chelny, Nizhnekamsk, and Bugulma, thus ensuring th " : ;
availability of this type of assistance for the Republic’sgozo' The program is approved by the Volgograd region

population. In addition, the outpatient hemodialysis Centre irg—:vovernTe?tr(]je(i;e(la dateg ép”! 30’HZO:|Lr31' gumbgr 21|6-p On
Kazan acknowledged for being the best Russian infrastructu%Dprova 0 FI € volgograd Region ealth Care Development
project in the social sphere. rogram until 2020" [7].

The public-private partnership development is conducted
n the form of concessions. In particular, due to the

echanism of public-private partnership, there has been a

modialysis center established in Volgograd. The amount of
%rivate investment for the project was more than 350 million
{ubles.

In the Volgograd region, the implementation of measures

In recent years medical institutes of the country got
plentiful modern equipment, but only 20% of this equipmenﬂ
is fully operational. The reason is that there are not enou
trained human resources, leaving many centers without evi
using allocated state funds for high-tech medical care. That
why a high-level medical technology training center projec
was established in Kazan in 2008. It was the first PPP training In June 2016 the "Elton" resort was concessioned in the
center in the world. Regional authorities provided theframework of a public-private partnership in the Pallasovsky
building, its capital repair, and administrative support.municipal district. The investor, who has won a tender for the
Business has invested its expertise in project management agéhcession agreement, is building a dormitory for 270 seats,
took the responsibility of bearing operating expenses. Theaths, a swimming pool. The project investment cost is 850
Center’s budget of 15 million dollars was accounted for fivemillion rubles. The object will provide quality service,
years. Here the clinic’s doctors, nurses, administrators atgvailable to the entire population.
trained. Since the Center began operating, over 4000 doctors . . . .
from 73 cities have already gone through training, for the 1here is a widespread practice of using contract forms of
majority of whom it was free of charge. quasi-public-private partnerships in _the form of writing

contracts to perform support functions for the medical

There are positive examples of PPPs in other regions, togrganization by the private sector (outsourcing).

In the Samara region on the concession basis, part of

extracorporeal blood correction and clinical transfusion Center N the Volgograd region it is primarily a transport
service. Two-thirds of the available health facilities’ vehicles
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are completely worn out. It is not possible to acquire neweasons, including lack of Russian state property management
ambulances within a budget or fund of obligatory medicamodel.
insurance. Under the contracts, purchasing transport services

from specialized companies upgraded the transport fleet. Through legislation and other legal provisions, the state

should, as is done in other countries, clearly identify the

The new vans are targeted at medical and generélbundaries of its responsibility towards society for the
paramedical teams and equipped with all necessary medicaailable property and determine on the level of federal law
equipment, the cost of which is about 70% of the value of ththe range of objects not subject to privatization. In this regard,
car. Under the contract, Volgograd received new cars in thegal uncertainty contributes to corruption and leads to a
second quarter of 2016, however, the state will be paying fgrivate monopoly in place of a state monopoly with all the
the services in the next five years. negative consequences for the state and society.

In the regional medical institutions the outsourcing of Available potential of public-private partnership in the
catering and cleaning services is actively developing. Thhealthcare sector has not been fully utilized. One of the main
regional clinical hospital Nel became a pilot reasons for this is the lack of formed management system in
project. Outsourcing of catering services has allowed ththe development of the institution at both the federal and
regional hospital to save funds spent on maintenance of owegional levels. The Strategy of the subjects of the Russian
catering and laundry facilities. The food quality has increaseBederation and municipal entities does not currently include
significantly, which patients highly appreciated. In 2016, 3%ractical experience in operating projects based on public-
out of 68 regional 24-hour-treatment hospitals switched trivate partnership, namely, the principles and mechanisms of
outsourcing catering [8]. interaction between government and business, targeted

Benefits from the transfer of non-core functions to themanagement program in financing and implementation of

e L ublic-private partnership projects. Foreign as well as the
medical institution are the following: significant decrease Ofgther regions experience should be formalized in strategic

the staff workload, better management of the cost of their OWHocuments. which have to include a set of forms. methods. and

hardware and software purchase, support, maintenance, % Is of partnership projects management in the healthcare
A

renilgfzr&een‘tﬁ tlrr:etzerreewtj’bth de g:;nte%efor?ge%ft argﬁ{gr?g ector. Development and implementation of such a mechanism
u v ! u udgetary envi P " “Will create objective conditions to minimize risks and to

the same time, the most important task in the current phase @210 the private investment flow into the sector.
transition to the new scheme of relations will be forming a
trusting and responsible relationship with the contractor, It should be noted that a business, entering partnership
providing outsourcing services. projects in health care, is interested in long-term and stable
By focusing on providing medical services itself healthFOOperatlon' .e. when "yules_ of the game" are clear and known

' in_advance guaranteeing invested capital recovery and a

care representatives use an ou_tsourcing_scheme in "’?” non'c%%]uired rate of return. Authorities need to hold an open
processes, such as: medical equipment maintenanc

laboratory  testing; garbage and  anatomical wast((eﬁ}"y’llogue with the business the following way:
removal; access control, security and maintenance of public find mechanisms to stimulate and promote social

order in the hospital area; catering equipment maintenancesponsibility;

elevators, water supply, sanitation, laundry; prepared meals clearly define the powers of the authoriies who are

supply, etc. However, it should be noted that in many cases - sible at all preparation and implementation stages of
traditional activities in the healthcare sector, in which there i£eSP ! prep ! Imp ! 9

a little use of the potential of PPPs, are elected. For exampllé’,Int projects at the regional and local levels;
little attention is paid to the personnel training in working with  create projects database that can be implemented on the
novel technology in terms of new standards and practices, &3asis of PPPs;

well as to various medical equipment and information systems . . . . . :
technical support, etc. monitor the joint projects implementation effectiveness;

The search for new forms and possibilities of interaction_ Provide media coverage of positive PPPs experience
between government and business continues. There are le§4ich in turn can attract investors);

conditions created for a life Cy0|e contract conclusion to organize a Systematic approach to training Specia”stg in

perform work on the design and construction of facilities inorder to form teams for the effective PPP projects
the healthcare sector, as well as investment contracts jmplementation.

respect of the federal health care infrastructure. ) ] ) ) )
Furthermore, due to the direct social orientation of this

D. Strategic Priorities for PPPs Development in Hea'tr‘sector of the economy, a lack of market mechanisms
Care development, and a great scale of the accumulated problems

In Russia PPP is not developing as fast as in foreigRf the industry, as well as a budget and resources deficit of
countries, this can be explained with subjective factors, sucfconomic entities, it Is necessary to gain active government
as the low level of legal and economic competence ofupport of partner relations between authorities and business.
authorities, lobbying of individual groups’ interests, the  pyplic-private partnership agreements implementation,
weakness of civil society institutions. There are also ObjeCtiV@()mpﬁcated by pro|0nged approva] proceduresy |ong_term
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nature of such projects, a high level of risk, and often their 2. International practices of public-private partnerships in
unpredictable nature, requires a certain professional level tiealth care show the efficiency growth, treatment cost
project financing skills, which the majority of authority reduction, and the increase in public resources savings by an
representatives are missing. average of 10%. Adapting international experience requires

taking into account peculiarities of partnerships development

In this context, the task of organizing qualified PPP. "y teqeral level and at the level of the subjects of the
projects support at all stages of their life cycle become*,gaussian Federation

relevant. It is advisable to entrust the functions of information,

consulting, organizational and methodological partnership Currently, in the Russian Federation, health care uses fixed
projects support to the Development Corporations acting asassets of 2.0-2.2 trillion rubles, while the degree of the funds’
non-profit organization at the level of subjects of the Russiamear and tear is 40-45%. In order to meet the strategic
Federation [9]. objectives of modernization, the sector requires investments of

. about 1.0 trillion rubles. This problem can be solved by the
Thus, the most important PPPs development strategy Bpps  mechanism applicaF'[)ion. However, the ex?/sting

health care is a successful adaptation of foreign and domestig, 214y framework significantly reduces the possibility of
PPPs experience to the Russian re_allty, which |mp_||es_th¢ ne ing tools to support the private sector in the partnership
to create enabling legal, organizational and institution rojects implementation. Thus, according to Art. 100 Para. 4
conditions. of the Budget Code of the Russian Federation, local
governments cannot provide municipal guarantees for a period
) exceeding 10 years, while, for example, concession
* the legal framework development, adoption of 8agreements can be signed for 15-20 years. Other financial
number of regulations governing partnerships betweeg,pnort instruments application practice (subsidizing interest
the state and business; rates on borrowed loans, investment tax credits, tax benefits)
. creation of partnership development programs,is not widespread and does not stimulate private investments.

comprehensive private investor support instruments, \We offer a strategic improvement of the PPPs
conditions for financial resources attraction for thegrganizational and economic mechanism, which will create a
joint projects implementation; favorable institutional environment for the effective PPP
. development of practical documents and ope rojects management and implementation and contribute to

Database projects, which will replicate the successfu he health infrastructure modernization, and ultimately
experience; ' increase the accessibility and quality of health services.

Advances in Economics, Business and Management Research (AEBMR), volume 39

It requires the following:

» creation of structures, development institutions, whose
primary purpose is a full partnership projects support;

» enhancing the civil society institutions role in the[]

partnership projects, all stakeholders’ involvement in

their implementation. 2

Only in this case, a public-private partnership will be an
effective tool for healthcare modernization. 3]

Implementation of a set of the measures above will
improve the healthcare sector management efficiencgzq
eliminate "investment drought”, solve the accumulate
problems through government and business partnership
mechanisms development. [5]

IV. CONCLUSION
The following conclusions can be drawn from the analysisi6]

1. Effective PPP projects implementation in the healthcare
sector is not possible without taking into account the factors qf]
the institutional environment.

An objective assessment of the impact of these factors is|g
necessary condition for the development of an efficient
organizational and economic mechanism of health PP
projects implementation. There is an urgent need to develop a
strategic PPP management system due to the great social
importance of the sector.
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