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It is shown the sense of notion «concession»’, and «tourism concessiony». The
conceptual foundations of concessions in Ukraine are investigated, which are
reduced to a logical sequence of following components: principles, objects,
concession bidding, the concession contract. It is characterized the nature of
concession. It deals with international experience in the implementation of
concession contracts. It has been found that the concession mechanism can form the
basis for government programs of economic development. Concession agreements
are promising implementation of public-private partnerships, which can ensure the
development not only of tourism and recreation in Ukraine, but also the entire
infrastructure. They form the foundations of system development of the sector as an
integral factor in the economic system.
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Introduction. The development of tourism and recreation as economically and
socially important component of the economy need effective mechanisms for
development. One of the most modern mechanisms of the industry is public-private
partnerships, including its shape such interaction as a concession. Today, 120
countries in the world have adopted the practice of cooperation between the
government and investors on the basis of concession contracts. The rising popularity
of public-private partnerships in the form of concessions due not so much a fashion
as that this partnership provides a significant added value for both parties, because,
settled state task forces of private capital [1].

Analysis of recent researches and publications. O. Rozmetova considers
concession contract as an innovative form of investment in the tourism area. The
author argues that concession, provided the optimal development of the legal
framework and effective mechanisms will improve the material and technical base
and the quality of service in state and communal property that cannot be privatized by
large inflows of financial resources without changing the form of ownership [2, pp.
120].
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Konsovskyi A. in his research "Development of organizational and economic
foundations of concession agreements in the field of tourism" reviewed the main
theoretical positions concessions; developed proposals to establish mechanisms for
implementing concession agreements in the field of tourism, has created criteria for
determining the competitive model concessionaire in tourism. Processes occurring in
the development of tourism depends on the quality of procedures to develop
cooperation between the state and the private sector [3, p. 13], an effective
mechanism which can be a concession.

Nowadays very few national scientific studies deal with the use of concessions
to tourism and recreation. However many foreign scholars engaged in research of
theoretical, methodological and applied aspects of concessions in tourism: Paul FJ
Eagles, Cynthia M. Baycetich, Xiaoye Chen, Lina Dong, Elizabeth Halpenny, Pia B.
Kwan, Jasminka J. Lenuzzi, Xiye Wang, Honggen Xiao, Yubing Zhang [4], Anna
Spenceley, Rita Casimiro [5].

Previously unsettled problem constituent. However, there remain many
unresolved issues regarding the usage of concession contracts in tourism and
recreation industry.

Main purpose of the article. The aim of this article is to examine the
conceptual bases of concessions and the feasibility of their the usage in tourism and
recreation.

Results and discussions. According to the Law of Ukraine "On Public-Private
Partnership" in the implementation of public-private partnerships can be entered into
a concession agreement.

In the legislation of Ukraine term concession is treated as a provision of the
rights to meet community needs executive authority or local authority on the basis of
a concession agreement on a fee basis and the term legal or natural person (business
entity) to create (building) and control (operation) of the concession (string
possession paid), provided the taking of business entity (concessionaire) obligations
on creation (construction) and management (operation) the object of the concession,
property liability and possible business risk [6, p. 20].

The European Commission defines concession as "transmission of public
power infrastructure and other public services that it owns to a third person to
manage them under condition of acceptance the business risks and commitments
to their life" [7, p. 11].

Konsovskyi A. enters tourism concession, that is the transmission
concessionaire of one or more (combined) of natural, historical, socio - cultural
objects belonging to the state, including some of the tourist show, as well as other
facilities provided by the current concession legislation for the construction,
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modernization, renovation, operation, management and maintenance on certain
consolidated in the contract terms, but always in tourist purposes [3, p. 15].

Conceptual basis of concessions in Ukraine reduced to logical sequence
following components: principles, objects, concession bidding, concession agreement
(Figure 1).

1{ Principles » 2| Obijects
the legality of implementation; state regulation and water supply, drainage and wastewater treatment;
control; range of concessionaires on a competitive provision of the rights in public transport services;
basis; consideration of provision of the rights a collection and disposal of garbage; provision of
concession object in some spheres of economic services related with supply of heat to consumers;
activity; comprehensive use of the concession; construction and operation of highways, road facilities;
mutual benefit of the parties; government construction and operation of communications;
guarantees on investment of the concessionaire; construction and operation of cargo and passenger
compensatory the usage of the concession; ports and airports; provision of telecommunications
protection of legitimate rights and interests of and postal services; transportation and distribution of
consumers of goods (works, services) provided by natural gas production and transport of electricity;
the concessionaire; stability conditions of the catering; building construction; providing services in
concession; allocation of risk between the parties; housing and service sector; the usage of social cultural
part of the state, local governments in the partial purposes; establishment of public utilities parking;
financing of concessions that have social value provision of the rights of funeral services; construction
and operation of the tourism industry

N

Concession contract

A\ 4

conclusion and wvalidity of the concession 3
agreement; significant terms of the concession
agreement; licensing; concession fees; responsibility g
of the parties for non-fulfillment of obligations
under concession; join concessions; the termination
of the concession agreement

Concession contest

the procedure for making a decision;
basic principles of concession bidding;
concession bidding and results

Figure 1. Conceptual basis of concessions

According to legal principles concession provides for the implementation of
actions following algorithm [6, p. 20-26]:

1) concession bidding;

2) making a concession agreement under which authorized executive authority
or local authority (concessionary) provides for a fee and term-based business entity)
(concessionaire) the right to build a facility license or significantly improve it and
make its management (operation) to meet community needs;

3) transfer facility in concession (10-50 years);

4) licensing (if the concessionaire carries on business which is subject to
licensing);

5) creation of a new object on the land or improving an existing facility under
concession;




ECONOMIC PROCESSES MANAGEMENT
international scientific e-journal

epm.fem.sumdu.edu.ua
Ne3 — 2014

6) transfer facility to community property after the termination of the
concession agreement or prematurely;

7) the possible redemption of the subject of concession: there is a right to
repurchase the property under certain conditions of privatization.

In general, the content of concession can be reduced to the following provisions:

- the owner of the property or service system (state or local government) is
placed on a competitive basis concession agreement with a private partner, giving
him the exclusive right to exploit their property;

- usually private partner assumes full responsibility for the investment, operation
and maintenance of the facility;

- the private partner shall report directly to the owner or governing body, created
by him for the contract management of the concession;

- the owner or the authorized body is responsible for providing services to citizens,
their quality and safety and, in particular, the cost of services provided [6, p. 75]

International experience implementing many concessions proves their
effectiveness. In addition, S. Bik, A. Radzievskyi claim that a concession agreement
with the purely legal terminology, have saved us a lot of global values — ancient
works of art and culture, landmarks [9, p. 6]. Scientists claim that concession projects
have brought changes worldwide (expedition of Columbus and the discovery of
America, the construction of the Suez and Panama channels excavated in temples and
tombs of Egypt - are all examples of contracts on the basis of the concession
mechanism). Concessions are also used in tourism.

Eiffel Tower is the world famous tourist attraction built on the basis of the
concession mechanism. Restoration and repair of the Taj Mahal, as measured by
independent experts at 200-300 mln. USD is based on the concession mechanism.
The project is a public-private partnership in South Africa SANParks included:

- I stage included a concession in ecotourism;

- II stage included a concession in the centers of retail and dining options in all
national parks.

Private partner was given the exclusive right to use land for the construction of
facilities and provision of ecotourism activities, while SANParks retained ownership
on the land and buildings on it. Concessionaires pay SANParks annual payment,
calculated in the tender process. Concessions in the centers of retail and dining
options were structured as remodeling projects, management and transfer for a period
of 10 years.

There is a global trend in ecotourism concessions: Australia — The Great Barrier
Reef, parks in Canada and USA, protected areas Namibia and Mozambique.

Concession contract for the reconstruction and operation of the museum-estate
Goncharov — generic Estates N.Goncharova, wife of A.Pushkin and historic buildings
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in the village the Polotnjano Zavod was firstly signed in 2012 in Russia. According to
the agreement the amount of investment is 300 billion. rub., 70% of which are
financed from private sources, for a period of 49 years [9, p. 215].

Concession mechanism forms the basis for state economic development
programs, confirming the British approach. According to the program «Private
Finance Initiative — PFI» significant preference was given to the concession, which
were concluded with private companies for the construction, operation, renovation
and management of infrastructure facilities for a period of 15 to 30 years. A major
concession program included the construction of municipal structures, management
of public transport and transport infrastructure and services in health and education,
information technology, research and development work. Investments PFI was 450
million pounds. T. Blair government continued to develop the concept of PFI
bringing the period 1997-2003's. Great Britain was signed 563 concession contracts
with a total investment volume of 35.5 billion pounds.

In December the UK government has published a report on a new approach to
the development of public-private partnership called — PF2. The main new features
were the diversification of funding sources, improved risk-sharing mechanism,
changes in system operation of the concessions.

Construction and operation of the Trans European Transport Network (TEN-T),
which includes all types of transport occurs mainly through concessions. Concession
company profit for the operation of roads within specified contract period.

We can claim that concessions are promising implementation of public-private
partnerships that can provide not only the development of tourism and recreation
Ukraine, but also the entire infrastructure. Thus formed the foundations of system
development industry as a component factor of the economic system.

Conclusions and further researches directions. Concession as implementation
of public-private partnership in tourism and recreation involves the implementation
of the following algorithm steps: concession bidding, making the concession
agreement, the transfer facility in concession, licensing, creating a new object on the
land or improving an existing facility according to the concession agreement, transfer
the object to municipal property after the termination of the concession agreement or
ahead of schedule, possible redemption of the concession. The effectiveness of the
concession mechanism is proved by foreign experience.
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KOHIIECIS IK ®OPMA PEAJIIBAIIII JTEP)KABHO-IIPUBATHOI'O ITIAPTHEPCTBA B
C®EPI TYPU3MY TA PEKPEALII
I'padap Mapuna BacujiiBaa
3000yeau kagheopu (pinancie i 6ankiecvkoi cnpasu,
daxkyrememy exonomiku
Yotcecopoocvkuii nayionanvnuii ynieepcumem, Ykpaina

Posensanymo cymuicmo  nowamms  Kouyecisi ma mypucmuyHa Kouyecid. Jlocniodceno
KOHYenmyaibHi OCHO8U KOHYeCTl 8 YKpaiHi, sAKi 36009mbcsi 00 102IUHOI NOCAI008HOCMI HACMYNHUX
CKIA008UX: NPUHYUNU, 00 €KMU, KOHYECIHULL KOHKYPC, KoHyecitinull 0o2o8ip. Oxapakmepuzosano
CYMHICMb KOHYECItiHOI OisibHoCcmi. Buceimneno miscnapoonuii 00cgio peanizayii KOHYeCitiHux
002060pi6. Buseneno, wo KOHYeCIUHUL MeXamizM Modxce @opmysamu OCHO8Y 0N 0epHCABHUX
npoepam po3sumky exkoHomixu. Kouyecitini docosopu € nepcnekmusHow ¢opmoro peanizayii
0epoHCasHo-NPUBAMHO20 NAPMHEPCMBd, AKA 30amua 3abe3neuumu po3sUmoK He MilbKu cgepu
mypusmy i pexpeayii Yxpainu, a il éciei cynymuwvoi ingppacmpykmypu. Bonu ¢popmyromscsa ocnosu
CUCTMEMHO20 PO3BUMKY 2aNY31, K CKIA008020 YUHHUKA eKOHOMIYHOI cCUCTeMU.

KuawouoBi cioBa: kouyecia, cgepa mypusmy ma pexpeayii, 0epocasHO-npusamue
napmHepcmeo.

KOHIECCHUSA KAK ®OPMA PEAJIM3ALIMU TOCYJAPCTBEHHO-YACTHOI'O
IMAPTHEPCTBA B C®EPE TYPU3MA U PEKPEALIUN
I'paoap Mapuna Bacunveena
couckameb Kagheopwvl huHancoe u 6AHKOECK020 dena,
dakynromema sxoHOMUKU
Yorczopoockuit nayuonanvnsiii ynueepcumem, Yxkpauna

Paccmompeno cywmocmo nonamus konyeccus u mypucmudeckas KoHyeccus. Mccredosarul
KOHYenmyaabHble OCHOBbl KOHYyecculi 6 YKkpaune, Komopvle €8004amcs K J102U4ecKou
nOC1e008amMeNbHOCIU  CIe0YIOWUX —COCMABNAIWUX. NPUHYUNDLL, 00BEeKMmbl, KOHYEeCCUOHHbII
KOHKYPC, — KOHYeCCUOHHbll  002080p.  Oxapakxmepuzo8ano  CYWHOCMb  KOHYECCUOHHOL
desmenvrocmu. Oceewen MeHCOYHAPOOHbBII ONbIM  pPeanusayuu KOHYECCUOHHBbIX 002080p08.
Buiasneno, umo koHyeccuoHmwill Mexanusm mModxrcem opmuposams 0CHO8Y 0/ 20CY0aPCMEEHHbIX
npozcpamm pazeumus 3Konomuku. Konyeccuonnvie 002060pul a61410mcsi nepcneKmuHol hopmotl
peanuzayuu 20cyo0apCcmeeHHO-4acmHo20 NapmHepcmea, KOmopas cnocooHa obecnedums pazeumue
He MONbKo cgepbl mypusma u pekpeayuu Vkpauwvl, HO u 6ceu conymcmeyroujeu
ungpacmpyxmypel. OHu Gopmupyrom O0CHOBbl CUCIEMHO20 PA38UMUSL OMPACIU, KAK COCMABHO20
gaxmopa s3KkOHOMUYECKOU CUCTEMb.

KuloueBble cioBa: xonyeccus, cgepa mypusma u pekpeayuu, 20Cy0apCcmeeHHO-4aACMHOe
napmuepcmeo.



