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IMPLEMENTATION OF PUBLIC-PRIVATE PARTNERSHIP IN THE HEALTHCARE MANAGEMENT
SYSTEM

Abstract. This article states that the private sector and the government can resolve contradictions and bridge
interaction gaps through a public-private partnership due to complementing each other functionally. The study aims
to determine the elements of public-private partnership development in healthcare and primary conditions for further
forming an effective environment for implementing the principles of public-private partnership in healthcare
management. This investigation examined the public-private partnership state worldwide and in Ukraine and the
prospects for its development in the context of healthcare reform. It was noted that cooperation between the public
and private sectors is becoming increasingly social. However, the current practice does not show effectiveness in
achieving certain goals. The properties and differences in realizing social public-private partnership projects were
investigated. The risks and problems in the implementation of public-private partnerships in healthcare were identified.
The authors developed the structural and target model for ensuring the development of public-private partnerships in
healthcare. It was determined that the basic conditions contributing to the successful implementation of public-private
partnership projects in healthcare should include the factors as follows: political willpower to promote the development
and support of public-private partnership; legislative and regulatory system to attract private sector funding; availability
of feasible and effective projects and mechanisms for their selection; availability of information and staff needed for
project implementation. The findings substantiated that state budget support is essential in reducing the risks of a
private partner at the initial stage of public-private partnership development. The world experience showed that state
funding of public-private partnership projects in healthcare might vary depending on the project life cycle stage. Given
the importance of improving the funding of public-private partnerships, especially in terms of state budget funding for
health projects, key elements and possible areas for improvement were identified.

Keywords: public funding, public partner, public-private partnership mechanism, private partner, healthcare
system.

Introduction. The ability of the healthcare system to perform its functions well depends on
investments in the medical sector (material and technical support of healthcare facilities, modern
equipment and its further quality service, organizational changes to improve regional and local health
facilities, etc.). Given the limited budget funding and growing public needs for medical services, the
government cannot provide quality investment funding for the medical sector.

According to a report by the International Finance Corporation (IFC), Ukraine has one of the worst
health indicators in Europe. Despite many health facilities, the country has high mortality, morbidity, and
disability rates (Report, 2021). Therefore, it is relevant to analyze the existing world practices in healthcare
management and mechanisms for their financing and implementation.

One of the successfully used cooperation types in almost all socially important areas of activity is a
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public-private partnership (PPP). It allows for solving the socio-economic problems by finding practices
considering partners' conditions, motivations, goals, and preferences.

The basis for the successful implementation of cross-sectoral practices for the development of
healthcare facilities is the specializations of the state and the private sector and their advantages,
combining which creates a multiplier effect of finding productive combinations of resources within
partnerships and separately.

The long world experience confirms the high efficiency and effectiveness of PPP. It stands to mention
that the governments of the United Kingdom, the United States, France, Germany, Spain, Italy, Canada,
Australia, and Central and Eastern Europe have widely used the contracts with the private sector for health
services (Report, 2021).

Given the existing legal, institutional, methodological and other constraints and the growing need for
the formation of mechanisms for managing the medical field, there is an objective need to study existing
approaches to the use of PPP mechanisms in the world, to develop algorithms for their comprehensive
implementation for healthcare development in Ukraine.

Literature Review. The analysis of scientific literature sources indicates that the foreign and domestic
scholars addressed their studies on the various aspects of public-private partnership project management,
public investment in healthcare, and strategic development of healthcare facilities (Petrik, 2020;
Kravchenko, 2017; Mazurok, 2016; Krynichko et al., 2020, Dukhovna, 2021, Shpak, 2021; Tulay, 2018;
Turchak, 2019).

Revealing different aspects of public-private partnership, including healthcare, scientists focused on
particular issues. Thus, Goyda et al. (2013), Pavlyuk (2014) and Lavrenty, (2018) analyzed and structured
the legislation in healthcare public-private partnerships.

In turn, Dutko (2011), Krynichko et al. (2020), Stepanova (2014), Trikoz, (2012) studied the PPP
models. Their studies considered the successful implementation of PPP models in healthcare worldwide.

Arzyantseva (2012), Borsch (2019), Lshchenko and Yuristovska (2020), and Petrik (2020) assessed
and analyzed the limitations of different PPP models. These scholars studied the mechanisms for
implementing PPP in public administration in various public relations spheres.

Moreover, some regulations reflect a wide range of PPP issues. The legal framework outlines general
and specific requirements for implementing PPP projects. In particular, the regulations define the
possibility of using the following forms of public-private partnership: Concession Agreement (Law of
Ukraine, 2019), Property Management Agreement (Law of Ukraine, 2010), and Agreement on joint
activities (Law of Ukraine, 2010).

Specific features of PPP projects in health disclosure are considered in the specialized regulations,
particularly in the recommendations for public and municipal healthcare facilities for government officials
in healthcare for implementing PPP projects in healthcare (Guidelines, 2018).

Recent government initiatives in medical PPPs include the order of the Cabinet of Ministers Ne 1581-
r of 16 December 2020, «On approval of the list of priority investment projects for the state until 2023»,
which identified potential sites for PPP implementation in healthcare (Order, 2020).

Company reports were also devoted to the problems of implementing PPP mechanisms in Ukraine. In
particular, the IFC explored the development of PPP models in healthcare and considered the issues of
their further implementation (Report, 2021).

However, despite the significant amount of research on this issue, there is a need for a comprehensive
justification of problems related to the use of PPP mechanisms as an effective tool to influence the further
effective development of health care under the strategic objectives of socio-economic development
countries.

Methodology and research methods. The study's methodological basis involved the general and
special research methods. Thus, this investigation applied the methods of analysis, synthesis, and
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scientific abstraction to consider the PPP theoretical provisions, the framework of categories, and
concepts. In turn, the functional and system-structural analysis was used to determine the peculiarities of
the formation and development of the PPP system in healthcare. The logical generalization was employed
to substantiate the areas of improvement of the PPP healthcare system.

The information base of the study is the analysis of the results of research, analysis of the regulatory
framework, analysis of scientific literature, materials of scientific and practical conferences and Internet
resources.

Analysis, comparison and generalization of the general principles of PPP projects in the field of health
care, European experience allowed to determine the basic conditions and components of the mechanism
for ensuring the development of the PPP healthcare system. Systematization of problems and existing
prospects allowed to separate the main directions of further development of elements of the PPP
healthcare system.

Results. Public-private partnership is a universal mechanism of cooperation for achieving long-range
socio-economic goals. It creates new opportunities for social development due to finding new approaches
to considering the conditions, motivations, goals, and preferences of partners.

The World Health Organization Commission on Intellectual Property Rights, Innovation and Public
Health consider the public-private partnership as an effective way to use public and private sector
opportunities to address the healthcare challenges that parties (public sector, private sector, and non-
profit organizations) cannot overcome separately (Dukhovna, 2021).

Cooperation within the public-private partnership provides the benefits due to the project
implementation features as follows:

- increasing the technical and economic performance;

- the durability of the relationship;

- using wide cooperation forms (from private financial initiatives to joint ventures and concessions,
outsourcing, leasing, government procurement, etc.);

- variety of areas of project application;

- distributing risks and responsibilities between partners;

- attracting additional private investment for long-term projects;

- disseminating relations to other participants (commercial and non-profit organizations, research
and educational institutions, international organizations and their subsidiaries, financial donors and
agents, etc.).

Further effective formation of relations between participants of public-private partnership requires the
development of appropriate mechanisms for cooperation and their regulatory, financial, organizational,
personnel, information, and methodological support, which may vary, primarily depending on their scope.

The algorithm formation should rest on the generally accepted principles of public-private partnership
defined in the Law of Ukraine «On Public-Private Partnership» and other regulations. It is essential to
consider the differences between private and public sector goals in healthcare and the motivating factors.

Accordingly, the main condition for the healthcare project implementation within the public-private
partnership is to consider the specific partners' goals. Thus, it requires clear delineation and resolving
conflicts between public and private interests while maintaining the state's leading role in organizing
programs and projects.

The above encourages consideration of the additional revenue opportunities for private partners by
providing appropriate government support and developing mechanisms to monitor and control the use of
budget funds and achieve social goals in implementing public-private partnership projects.

Implementing best international practices into national legislation is essential for attracting foreign
investors. Therefore, there is a need for constant cooperation with international experts.
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International financial institutions (such as the World Bank and the European Bank for Reconstruction
and Development) are among the providers of public-private partnerships in healthcare. Under the
implementation of the public-private partnership projects, they act not only as investors but also as
consultants and guarantors for private investors. At the same time, they account for social and
environmental components of project implementation.

It is appropriate to mention the World Bank project «Strengthening the Use of Public-Private
Partnerships through Better Public Capital» implemented by the World Bank Trust Fund «Good
Governance and Investment Climate Reform». Thus, under the support of the UK Government, the
Ministry of Economy of Ukraine has developed several regulations to ensure transparency in selecting a
private partner and the introduction of a systematic approach to attracting private business in all areas of
economic activity.

International practice shows many interaction programs between the public and private sectors. For
example, in the EU member states, public-private partnerships are essential in ensuring public health from
threats such as pandemics and infectious diseases.

An example of a public-private partnership in research and medicine is the implementation of projects
under the Innovative Medicines Initiative. This partnership unites the efforts of drug manufacturers,
academics, businesses, patient groups, and regulators to accelerate studies on the safety and efficacy of
new drugs. The innovative Medicines Initiative budget for 2014-2024 is 3.3 billion euros. Noteworthy here,
half of the costs are covered under the EU's Horizon 2020 research and innovation framework. The rest
of the cost is absorbed by members of the European Federation of Pharmaceutical Industries and
Associations. Besides, funding is provided to projects that correspond to the chosen Strategic Research
Agenda (Dukhovna, 2021).

Implementing public-private partnership mechanisms in healthcare need separation of their basic
directions. Possible priorities could be the diagnosis, dialysis, blood donation, oncology, transplantation,
cardiovascular disease, etc.

In this case, it is possible to use the experience of Kyrgyzstan, which chose the dialysis and diagnostic
services. Subsequently, the projects were complicated and implemented by purchasing computer
tomographic scanners, designing the laboratories, and constructing a university hospital.

Brazil and India have chosen a model of regional approach through the centralization of health
services. Kenya uses public-private partnership mechanisms to supply and maintain medical equipment
and train medical personnel. In Georgia, the vast majority of health services are procured by the state
through national insurance systems in the private sector.

In Ukraine, there are few fully implemented public-private partnership projects in healthcare. More
projects are regional. They aim to renovate premises, purchase equipment, and joint operation within
existing medical facilities.

The order of the Cabinet of Ministers Ne 1581-r as of 16 December 2020, «On a list of priority
investment projects for the state until 2023», identified potential objects to implement public-private
partnership in healthcare as follows:

- construction of a modern general hospital based on the Clinical Hospital ambulance in Lviv;

- construction of the emergency department of the Poltava Regional Clinical Hospital;

- the establishment of a radiological center at the National Cancer Institute in Kyiv).

Nowadays, the public-private partnership forms are in the initial implementation stage in Ukraine.
Therefore, it is advisable to develop public-private partnerships based on simpler forms providing
diagnostic services, gradually moving to more complex (Fig. 2).
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Stage 1. Contract for
local control

3y

The private partner purchases, installs, and maintains special diagnostic
equipment that is used in a separate hospital under certain contractual
terms. The state receives a certain amount of services for citizens free of
charge.

Step 2. Contract for
the management of
the existing facility

U

The private partner takes upon the management of the entire medical
institution, carries out the reconstruction, purchases equipment, and
provides services. Medical services are provided directly by a municipal
(state) medical institution.

Stage 3. Contract for
management and
provision of medical

The private partner reconstructs/modernizes the premises, purchases
and maintains the necessary equipment, hires staff, and administers all
processes. The state makes payments for accessibility and guarantees
the constant volume of patients.

services

Step 4. Construction
of a new facility

I

The private partner creates a new facility. The state (local authority)
provides the land. Private partner designs, finances, builds, maintains,
and provides additional services. The state reimburses capital and
operating costs during the contract validity period.

Step 5. Construction
and total operation of
the facility

The private partner designs, builds, finances, manages, and provides
clinical services. The public partner provides availability payments
(reimburses capital expenditures), covers all or part of treatment tariffs,
and pays for maintenance services. The hospital is transferred to the
state at the end of its service life.

Figure 1. The recommended sequence of public-private partnership development in healthcare
Sources: developed by the authors based on (Shpak, 2021).

This study suggests that the basic conditions that contribute to the successful implementation of
public-private partnership projects in the healthcare are as follows:

- political willpower to promote the development and support of public-private partnership;

- the current legislative and regulatory system defining the mechanisms of public-private

partnership;

- guaranteed cash flow and income flow, subject to the distribution of commercial risks;
- attracting the private sector for funding;

- provision of realistic and effective projects and mechanisms for their selection;

- availability of information and staff needed for project implementation.
Implementation of the primary conditions is possible if the partnership participants form appropriate

mechanisms (Fig. 2).
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Figure 2. Targeted security structure of public-private partnership development in healthcare
Sources: developed by the authors.

It stands to note a significant role of the financial mechanism in ensuring the development of the public-
private partnership in healthcare. Therefore, forming a budgeting system for project state support is
essential to increase the investment attractiveness of national and regional social projects and reduce
their risks.

The need to consider the financial mechanism is an extremely important element of public-private
partnership projects in health care due to the low ability of the population to pay for public-private
partnership services and the need to ensure a guaranteed minimum level.
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At the same time, budget support provides a system of incentives to create attractive conditions for
involving a private partner in implementing socially meaningful public-private partnership projects.

In this case, budget support reduces the risks of a private partner, which is relevant for the initial stage
of public-private partnership development. International experience shows that the less economically
developed countries with a more confusing regulatory, institutional, and organizational environment need
more significant state support.

The forms of state support in the public-private partnership are most often distinguished in the special
literature as follows:

- direct budget support (partial financing of project activities, repayment of interest on loans,
provision of fixed assets, land, etc.);

- tax holidays (reduction or cancelation of taxes and fees during the project implementation);

- providing state and local guarantees;

- attracting loans by the state/local self-government bodies from foreign states, banks, and
international financial organizations;

- guarantees of private partner's recovery of losses due to non-compliance of demand with the
planned indicators, non-fulfillment of obligations by the state partner under the agreement, inadequate
tariff regulation, etc .;

- guaranteeing the state order for certain goods/services;

- state guarantee of project risks in case of larger-than-expected changes in inflation, exchange
rate, interest rates on loans, and energy prices;

- granting the exclusive right to produce goods/services, permission to carry out cross-
subsidization, etc.

In turn, the world experience of public-private partnership projects in the social sphere shows that the
state's participation in their financing may differ depending on the stage of the project life cycle. This
feature is significant because it reflects the tasks of the public partner in the main stages of project
implementation. Thus, public funding may include developing primary documentation and completing
documentation on co-financing terms at the preparatory stage. At the stage of construction
(modernization), state financing is directed at realizing investment expenses. The stage of the operation
is connected with reimbursement of operating expenses (financing guarantees of object loading).

The low pace of implementation of public-private partnership mechanisms in the healthcare is due to
obstacles to the introduction and implementation of the public-private partnership concept in Ukraine:
inconsistent legal framework, lack of consistent public policy, lack of proper public-private partnership
development management system, low institutional component, investment unattractiveness, challenging
conditions for doing business, lack of effective mechanisms of state support for public-private partnership.

The above obstacles indicate the lack of stable basic conditions for forming and implementing public-
private partnership projects in health care. Moreover, the is a need for effective cooperation mechanisms
between the state and potential private partners, leading to significant risks of practical implementation of
public-private partnership social projects.

The analysis of legal instruments indicated the significant limitations in budget financing of the public-
private partnership social projects. Most of the financial instruments defined by the Budget Code of Ukraine
for state budgeting of public-private partnerships are limited because of the lack of state budget support
guarantees in the long run through the annual review of budget programs. They include budget programs,
local state guarantees ensuring the implementation of government obligations, subventions for investment
programs, subventions compensating for differences in tariffs, subsidies, loans provided by local
authorities or the state, public procurement, etc.
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Therefore, it necessitates the development of scientific-methodological approaches to forming and
implementing public-private partnership mechanisms in healthcareto. It will ensure social infrastructure
development and solve important socio-economic problems.

The practical implementation of the scientific-methodological approach requires the solution of basic
tasks to form appropriate mechanisms that will create the right institutional, economic, and managerial
environment for developing and implementing public-private partnership projects in healthcare (Fig. 3).

[ Public-private partnership in healthcare ]
v v v v v
Improving the Improving Formation of Development Formation of a
regulatory financial organizational of social
framework provision model methodologic mechanism
v v v
Formation of managerial Dissemination of the EU Dissemination of
(personnel), consulting, and best practices in using experience gained in the
information support for effective public-private partnership implementation of public-
implementation of public-private mechanisms in healthcare private partnership pilot
partnership projects in healthcare projects at healthcare

Figure 3. The main directions of forming and implementing public-private partnerships in
healthcare
Sources: developed by the authors.

The development, implementation, and improvement of state budget support instruments for the
public-private partnership development in healthcare require:

- determining the national strategy of public-private partnership development in healthcare;

- identifying legislative priorities of state stimulation of public-private partnership development in
Ukraine within the framework of strategic and program documents;

- establishing general principles, approaches, and methods of state budget support of public-private
partnership in healthcare at all stages of project implementation and for various forms of cooperation;

- identifying types of support for public-private partnership social projects that state (local)
authorities may provide;

- developing mechanisms to guarantee public funding of the public-private partnership project
during the entire period of its implementation (transition from short-term to medium- and long-term budget
planning);

- elaborating on mechanisms to compensate a private partner for the difference between approved
and economically justified tariffs (prices) for social services;

- elaborating on the mechanisms of fair compensation to the private partner of justified losses in
case of early termination of the public-private partnership agreement at the initiative of the state partner;

- delimitation of financial conditions, rights, and responsibilities of participants from the public and
private sectors;

- considering the regional nature of most problems related to expanding access to local government
budgets and credit sources of funding for public-private partnership projects in healthcare;
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- strengthening control over the financing and implementation of social projects within the public-
private partnership;

- implementing the system for monitoring and evaluating the effectiveness of project implementation
and a system of relevant public control.

The problems of forming state budget support for public-private partnership projects in healthcare
indicated that further reform is impossible without forming and improving other components (regulatory,
institutional, informational, and organizational) reflecting the basic conditions for forming and implementing
public-private partnership projects in healthcare.

Conclusions. Public-private partnership in healthcare is a universal mechanism of cooperation. It is
formed to achieve long-term socio-economic goals. The public-private partnership creates new
opportunities for social development by finding new approaches to considering partners' conditions,
motivations, goals, and preferences.

Implementing public-private partnership projects in healthcare requires the development of effective
mechanisms for state support financing.

Nowadays, there is a relatively limited effective use of existing forms of state support and budgeting
the public-private partnership projects in Ukraine. The above results from the lack of sufficient practical
experience in implementing the public-private partnership projects in domestic practice and the existing
obstacles to introducing and implementing the public-private partnership concept.

Improving the efficiency of projects aimed at attracting private investment resources to modernize
health care involves the implementation of targeted and consistent public policy of public-private
partnership development to create a favorable environment for the development and implementation of
public-private partnership projects.

Itis expected the proposed directions of formation and implementation of public-private partnership in
healthcare and measures to implement budget support of public-private partnership development will
eliminate existing obstacles and create a favorable environment for enactment and implementation of
social public-private partnership projects.
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CyNepeYHOCTi Ta HIBEMOBATM Hefoniku B edeKTMBHUX (hopMax B3aEMOAii iX CKNafioBWX 3a paxyHOK AepkaBHO-MPUBATHOrO
napTHepcTBa. OCHOBHOK METOK AOCTIHKEHHS € BUSHAYEHHS eNEMEHTIB MexaHiaMy 3abeaneyeHHs PO3BUTKY AepaBHO-NPUBATHOO
napTHepcTBa B Chepi OXOPOHW 3A0POB'A, ioro 6a3oBMX YMOB ANs MoAanbLioro opMyBaHHS e(eKTUBHOrO cepedoBuLia
iMnnemeHTaLji 3acag fepXaBHO-NPUBATHOTO NAPTHEPCTBA B CUCTEMY YNpaBiHHS OXOPOHOK 3L0POB's. B AocnimkeHHi po3rnsHyTo
CTaH AepXaBHO-NPMBATHOTO MapTHEpPCTBA B CBITOBII MpaKTULi Ta B YkpaiHi, NepcrekT1Bi HOro po3BUTKY B yMOBaX pecopmu
OXOPOHM 300pOB's1. 3ayBaxeHo, Lo CniBnpaLs AepXaBHOTO Ta NpuBaTHOrO cekTopy Habysae Bce BinbLUOro COLianbHOro 3HaueHHs,
npoTe iCHytouYa NpakTuka He AEMOHCTPYE ePeKTUBHICTb Y peanisaLlii Bu3HaueHux Linei. [locnimpkeHO BNacTMBOCTI Ta BigMIHHOCTI
chopm peanisaLji MPOEKTIB AepXaBHO-NPUBATHOTO MapTHEPCTBAa COLjanbHOTO CrpsiMyBaHHs. Ha OCHOBI MpOBEeAEHOro aHanisy
BM3HAYEHO pW3nku Ta mpobnemu B peanisavji AepkaBHO-NPUBATHOTO NMapTHEPCTBA y Cdepi OXOPOHM 370poB's. Ha nigcTasi
pocnimxeHb ChopMOBaHO CTPYKTYpHO-LiNbOBY Mofenb 3abe3neyeHHs po3BUTKY [epxaBHO-NPUBATHOTO MapTHepCTBa B cdepi
OXOpOHU 3[0pOB's. BusHauyeHo, Lo [0 6a30BMX yMOB, WO CMPUsKOTL YCMilLHil peanisalii NPOeKTiB AepXaBHO-NPUBATHOIO
napTHepCTBa B MeAMYHIN cdepi AOLINBHO BIAHECTM Taki YMHHWMKMA SK: MOMITMYHA BONS LOAO CTPUSHHS PO3BUTKY Ta MiATPUMKMA
napTHepcTBa, ChopMOoBaHa 3aKOHOAABYA Ta PEryNSTOpHa CUCTEMA 3amy4eHHs IPUBATHOO CEKTOPY AN (DiHAHCYBaHHS; HAsBHICTb
peanicTu4HMX Ta epEKTUBHUX MPOEKTIB Ta MexaHiamiB Ans ix Binbopy, a Takox iHopMaLliiiHoro Ta kagpoBoro 3abesneyveHHs,
HeobxigHoro ans peanisauii npoekTis. OBIPyHTOBAHO, L0 BaXMMBOK € ponb BHOMKETHOrO 3a0e3neYeHHs | B KOHTEKCTI 3HUKEHHS!
PW3MKIB MPUBATHOIO NapTHepa, Ski XapaKTepHi Ans NO4aTKoBOI CTagii PO3BMTKY AepXaBHO-NPUBATHOMO napTHepcTea. Ha niactasi
CBITOBOrO [OCHify peanisaljii NpoekTiB AepXaBHO-NPUBATHOTO NapTHEPCTBA B CGHEPi OXOPOHN 300POB'S 3ayBaXeEHO, LLUO y4acTb
Jepxasu y ix chiHaHCyBaHHI Moxe GyTu pisHOW 3amexHo Bif CTafii XUTTEBOrO LMKMy NpoekTy. BpaxoByloun BaxmusicTb
yAoCKoHaneHHs iHaHcoBoro 3abeaneyeHHs AepxaBHO-MPUBATHOTO NapTHEPCTBa, 0COBNMBO B YaCTUHI BIOMKETHOTO (hiHaHCYBaHHS
[LiepXaBHOI NIATPUMKW NPOEKTIB y Cepi OXOPOHM 3A0POB'S, BU3HAYEHO KITKOHOBI €NEMEHTN Ta MOXITUBI HANPAMKY iX NOKPaLLEHHS.

Knto4oBi cnoBa: 61omkeTHe iHaHCyBaHHS, AepXaBHUIA NapTHEP, MEXaHiaM JepXaBHO-MPUBATHOTO NapTHePCTBa, NPUBATHUIA
napTHep, ccTemMa OXOPOHM 3[0POB .
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