
SWorld – 19-30 March  2013 
http://www.sworld.com.ua/index.php/ru/conference/the-content-of-conferences/archives-of-individual-conferences/march-2013 

MODERN DIRECTIONS OF THEORETICAL AND APPLIED RESEARCHES ‘2013  

 

UDK 330.15 

Stasiuk V.V. 

THE CHOICE OF FORMS OF PUBLIC-PRIVATE PARTNERSHIP FOR 

THE SPHERE OF THE MUNICIPAL WATER SUPPLY AND WATER 

DRAIN SYSTEM 

Lutsk National Technical University,  

Lutsk, Lvivska, 75, 43018 

 

In the paper the well-grounded choice of the types of public-private partnership, 

which are reasonable for application in the sphere of municipal water supply and 

water drain system, was accomplished. The analysis of the major types of public-

private partnership has been fulfilled. 
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Introduction. The current situation in the national economy of Ukraine is 

extremely complicated. Consequently, the introduction of private investments and 

implementation of mechanisms of public-private partnership (PPP) are objective 

grounds for improvement of such situation. Ukrainian legislation as well as the 

Program of economic reforms for 2010-2014 “Wealthy society, competitive 

economic, efficient state” foresee the application of such type of partnership into 

various branches of economy of the country. However, having studied the great 

amount of the results of scientific research in this sphere, we came to conformation 

that the experience of foreign countries affirms convincingly the expediency of state 

limitation of the number of spheres and forms of implementation of PPP. 

In European countries PPP is generally used for creation, operation and 

maintenance of infrastructure objects, especially in the ware supply and water drain 

system. It is worth mentioning that the World Bank carries into practice annual 



monitoring of the development of PPP projects in the sphere of infrastructure both in 

all countries of the world and in separate regions [1, p.42]. In accordance with this 

monitoring 25 projects have been realized in Ukraine during 1992-2011. 12 million 

US dollars have been invested, but only 202.000 US dollars were invested into water 

supply and water drain system [2]. 

According to the World Bank the PPP projects include those ones which are 

being realizes on the basis of contracts of management, leasing, renting, concession, 

selling deposits [1, p.42]. The project is considered to be PPP if the share of private 

company is at least 25% [3]. 

Concerning Ukraine, there is no official systematizes statistical information 

about PPP not only in the water supply and water drain system but in the national 

economy in general. Though it is known that some PPP projects in the water supply 

and water drain system have been realizes in Lugansk region (LTD “Luganskvoda”, 

which accommodates 85% customers of the region with central water supply and 

water drain, has been transformed into concession for 25 years since October 2008) 

and in Odessa (since January 2004 an integral property complex of the municipal 

enterprise “Odessavodokanal” has been transformed into leasing to LTD “Infox”, a 

branch of “Infoxvodokanal” for 49 years) [4]. 

It is obvious that in this case concession and leasing are used as types of PPP. 

Nevertheless, the detailed analysis of the other forms of PPP, such as contract for 

accomplishment of operations (services), contract for management of the whole 

property of enterprise and (or) its share and leasing. These types of PPP affirm the 

possibility of their successful application into the municipal water supply and water 

drain system. It doesn’t contradict the project of the Low of Ukraine “About the 

major principles of interaction between the state and private partners”, adopted by the 

resolution of the Supreme Soviet of Ukraine on November 04, 2009, №1697-VI. 

Each of the above mentioned types of PPP is shortly characterized below. 

The contract for accomplishment of operations (services). While concluding 

such kind of contracts the water supply enterprise should delegate fulfillment of some 

functions to private company for a certain period of time (general responsibility for 



the service remains in the municipal enterprise's competence). It is reasonable for the 

water supply enterprise to conclude contracts for the following kinds of operations: 

technical maintenance of specialized equipment (for example, pump units, water-

purifying structures etc.); recurrent operation (purification of sewerage systems, 

fixing of water register indexes, displaying service bills for water supply and sewage 

system etc.); non-profile operations (technical maintenance of transport belonging to 

the water management enterprise, laboratory analysis of water, washing of service 

clothing etc.). 

The contract for management of the integral property of the enterprise and (or) 

its share (for the period from 5 to 10 years). The water supply enterprise entrusts 

private company with responsibility for accomplishment of all tasks connected with 

its management. Moreover, the private company can spend costs on current 

maintenance of production equipment (these services are paid mostly in the fixed 

rate). Such type of PPP creates higher commercial risk than in the case of contract for 

accomplishment of operations (services). 

Leasing (the object is the main fund of the water supply enterprise). The analysis 

of the Law of Ukraine "About financial leasing" shows that the water supply 

enterprise can transfer to the leaseholder the main fund, which is its property, for a 

certain period of time. In the case of operating leasing the private company must pay 

fixed rate to the water supply enterprise. It will serve as stimulation for effective 

production activity and for reduction of consumption connected with it. The right for 

property of the main fund still belongs to the water supply enterprise, which is 

responsible for the quality of services and the establishment of tariffs, while all extra 

income above the fulfilled expense is being left at the disposal of the private 

company. 

Renting. In accordance with the Law of Ukraine "About renting of state and 

municipal property" (with changes and supplements) both separate property of the 

municipal water supply enterprise and its entire property complex (that is the whole 

enterprise) can be the objects of renting. The rent is being paid into the local budget 

and should be used for capital (fundamental) investments. In the case of renting of 



separate property of the enterprise the rent is directed for replenishment of circulating 

costs. It' worth mentioning that in the case of renting the right for property is being 

given to the private company and the rent payment is lower than leasing payment 

while all the risks of project are on the private investor (that's why the main way of 

the reduction of payment is concluding of contracts for longer period of time). 

Concession (license to operate). In many foreign countries concession stands in 

front of all the other forms of partnership according to the number of transactions, 

amount of private investments and other important economic indexes. In total about 

10% of services in the sphere of water use in the world have been transferred into 

concession to the private operators [4]. The major advantages of concession 

(according to the Law of Ukraine "About concession", with changes and 

supplements) are the following: transmission of the water supply enterprise into 

possession and use of private sector on the returning basis (keeping in the municipal 

property); ensuring technical development of the water supply enterprise; the 

possibility to cancellation the concessive contract in the case of breaking its 

agreements and statements by the concessionaire; the possibility of returning the 

enterprise to the municipal property or transmission into concession to another 

subject of management etc. Possessing economical freedom the concessionaire can 

increase profitableness of the enterprise by using innovative operating during the 

term of concessive agreement. 

It should be mentioned that concession seems to be similar to renting by its 

essentiality. Actually they are essentially different. The main distinctions are the 

following: in renting the water supply enterprise is used by the private company for 

enterprising activity, in concession it is used for satisfaction of municipal needs; in 

renting investments are made only according to the agreement with the water supply 

enterprise, in the case of concession investments are obligatory condition; the term of 

renting is up to 5 years, the continuance of concession is from 10 to 50 years. 

In general distinctive features of renting and concessive relationships in the 

sphere pf the municipal water supply and water drain systems have been depicted in 

the Low of Ukraine "About peculiarities of transmission of the objects of centralized 



water-, heat supply and water drain systems, which belong to the municipal property, 

into renting or concession" (adopted on November 20, 2010). 

Conclusion. In conclusion we should stress that the question of choice and 

implementation of the certain types of PPP is especially actual task nowadays 

because of extremely difficult situation at the enterprises of the municipal water 

supply and water drain systems where the greatest part of water delivery sewerage 

network is in critical conditions. However the state cannot offer appropriate help and 

decide this question itself. Only due to such form of management as PPP the 

municipal water supply system will be able to cope with difficulties, to attract 

additional financial, material and informative resources and to ensure appropriate 

quality of the water supply and water drain services. 
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