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Abstract

Relevance of the research corresponds to the problems of incoherence of support measures for
localization and export development in the Russian regions, as well as overlapping and lack of the
resources to implement such measures especially in the small peripheral regions. Nowadays localization
is one of the priority tasks of the Russian federal and regional policy. One of the actual measures to
develop localization is interregional industrial cooperation via public-private partnership, that lets to
jump-start regional economic growth. The goal of the research is to establish a role of public-private
partnership in export-oriented localization development in order to increase the Russian regions
investment. Scientific novelty of the research includes estimating correlation between cumulative
investments in the public-private projects and cumulative investments for localization development in the
Russian regions. The results of the research might be used for strategizing export-oriented localization on
the regional level using interregional industrial networks, which lets to optimize regional resources use in
interregional clusters and to extent growth areas in the regions, as well as to increase regional industries
international competitiveness and sustainable development. Within the research, the public-private
projects of the North-West Federal District of Russia were analyzed to reveal leaders and outsiders, as
well as the main spheres and sectors of public-private projects implementation. As a result, the Russian
regions were classified according to the spheres, forms and duration of the public-private projects.
Correlation and regression analysis performed a tight connection between public-private investment
projects implementation and export-oriented localization development in the Russian regions.
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1. Introduction

Nowadays localization is one of the primary objectives of the Russian national and regional policy.
Under sanctions and embargo, most Russian regions were left in limbo. On the one hand, it became
difficult or impossible to use accustomed import materials in manufacturing and to provide population
with the foreign foodstuffs. On another hand, the Russian regions had new opportunities for growth. In
this context, the Russian Government had implemented some measures to support localization. At the
same time, international experience shows that internal localization sidelines opportunities to develop
international trade and essentially is a step to export orientation of a national economy, but not a goal in
itself. At the same time in the RF there is an active support of the export activities on national, regional
and local levels last years. Herewith measures to support localization and export aren’t interconnected and
often double each other. Additionally, to reach goals of localization and export development set by the
Government is difficult or simply impossible on the regional level, especially for the small peripheral
regions with a lack of resources. This problem might be solved within interregional industrial cooperation

using public-private partnership in order to spur economic growth in the Russian regions.

2. Problem Statement

Localization development acquires high scientific importance in the current conditions of zero
rates of economic growth and a sharp drop in oil prices, which negatively affects the filling of budgets,
aggravates the problem of paying debts and forces the authorities to search for new models of attracting
investments in vital sectors.

In world practice, public-private partnership (PPP) is the most promising tool that can significantly
increase investment activity and efficiency of property use (Akhmetshina & Mustafin, 2015; Saggia,
2015). There is a large number of foreign publications revealing the features of PPPs in different
countries, at the same time, in the domestic literature, scientific support for the use of the PPP mechanism
in strategizing export-oriented localization is insufficient (Ershova & Ershov, 2016; Voronkova,
Baryshnikov, & Baryshnikova, 2017; Apokin, Gnidchenko & Sabelnikova, 2017; Chernova, Zobov, &
Starostin, 2017).

In modern Russia, with regard to public-private partnership (PPP), active work is carried out at
different levels: the federal and regional legislative base is gradually being formed, PPP management
bodies and development institutions are being created, PPP forms are being implemented as leases of
state and municipal property, mixed enterprises (Budnyk, 2015; Trynov, 2016). However, the main
difficulties arise with the most promising forms of PPP, primarily such as concessions and production
sharing agreements, which allow to implement strategic investment projects of import substitution
(Smirnov & Dudko, 2016; Volkodavova, Zhabin, & Yakovlev, 2016).

Strategic documents of Russia's long-term social and economic development (for example,
Strategy 2020) constantly emphasize public-private partnership as the most promising investment policy
tool that allows to attract private investors' funds for implementing strategic projects and increasing the

efficiency of the industrial and social infrastructure use, to stimulate innovation, etc. (Leigland, 2018).
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To assess the development of the public-private partnership in Russia, an analysis was carried out

of the implementation of investment projects in the North-West Federal District of Russia for 2015-2016.

3. Research Questions

3.1. How different are the regions of the Russian Federation in terms of the level of PPP

development?

3.2. How does the volume of economic investments affect the level of PPP development in the

region?

3.3. How are the volumes of investments in public-private projects divided by spheres and sectors of

implementation in the regions of the North-West Federal District?
3.4. How big is the share of PPP projects having a high degree of implementation?

3.5. What is the degree of interrelation between the volume of investments in PPP projects and the

volume of export-oriented localization of RF regions?

4. Purpose of the Study

The purpose of the research is to establish a role of public-private partnership in export-oriented
localization development in the Russian regions. To reach the purpose 160 public-private projects
implemented in the North-West Federal District were analyzed, according to the database of the website
"Platform for Support of Infrastructure Projects" (http://www.pppi.ru), the rating of the Russian
Federation regions was formed according to the level of PPP development.

Scientific novelty of the research includes establishing the degree of interrelation between volumes
of PPP projects investments and volumes of localization development in the Russian Federation regions.
That allow to form the most effective export-oriented localization strategy at the regional level on the
basis of interregional industrial networks for the integrated use of regional resources through a
combination of processes of clustering at the interregional level and ensuring the competitiveness of
regional enterprises at the world market.

5. Research Methods

To achieve the goal of the research the following methods and tools were used.

5.1. Comparative structural analysis: when studying the implementation of PPP projects in the
North-West Federal District, an analysis was conducted of the sectoral and regional structure of
investments, as well as structure of investments by its duration and forms. The results of the analysis
made it possible to identify the leading regions and outsider regions in PPP implementation.

5.2. The method of typologization made it possible to distribute the Russian Federation regions
according to several sample groups and to draw conclusions regarding the general features of regional

policy of the certain regions regarding the PPP management.
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5.3. The method of correlation-regression analysis made it possible to assess the degree of
interconnection of the following processes: implementation of PPP investment projects and

implementation the policy of export-oriented localization.

6. Findings

Table 01 performs a rating of the RF regions according to the level of PPP development.

Table 01. Rating of the North-West Federal District regions according to the level of PPP development for
the period 2014-2016

. Place in the rating
Region
2014 2015 2016

Archangelsk region 49 35 26
Vologda region 35 23 29
Kaliningrad region 52 38 28
Leningrad region 6 7 9
Murmansk region 38 40 42
Novgorod region 56 59 58
Pskov region 29 47 68
The Republic of Karelia 62 61 66
Komi Republic 23 37 53
St. Petersburg 1 2 5

As can be seen from the Table 01, the majority of the North-West Federal District regions showed
a decline in the PPP development rating for the period 2014-2016, with the exception of the Arkhangelsk,
Vologda and Kaliningrad regions, which had slightly improved their positions in the rating. In 2014, St.
Petersburg ranked first in the ranking, and in 2016 — had already the 5th place. It is known that the first
major PPP projects in Russia was implemented exactly in St. Petersburg. The lowest positions in the
rating in 2016 had the Republic of Karelia and Pskov region. One of the factors affecting the positions of
a particular region in the rating is the implementation of large PPP projects in the Russian Federation.

There are 160 projects in the North-West Federal District PPP project base, of which 126 projects
(78.8%) are implemented at the municipal level and 34 projects (21.2%) at the regional level. The leader
in the number of projects is the Vologda region (37 projects, 23.1% of the total number in the federal
district), almost the same number of projects has Arkhangelsk region (36 projects, 22.5% of the total
number). Eight projects (5% of the total number) are submitted from Pskov region, as well as from the
Republics of Karelia and Komi. It should be noted that Vologda region also ranks first in the number of
municipal-private partnership projects (36 projects); Arkhangelsk region ranks second with 34 projects.
From the Komi Republic and St. Petersburg there are no municipal-private partnership projects, for them
the regional authorities are a public partner. On the other hand, all projects submitted from Pskov and
Novgorod regions are projects of private partner and municipal authorities.

When considering the share of participation of each North-West Federal District region in
implementation of PPP projects in terms of the amount of investment in project implementation, the

picture will be completely different (see table 02).
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Table 02. Distribution of total volume of investments in the public-private projects of the North-West
Federal District regions

Region Totfil investments in PPP Share, Average_investments in
projects, min. Rub. % PPP project, min. Rub.

Archangelsk region 2383 0.6 66

Vologda region 2253 0.5 61

Kaliningrad region 1338 0.3 84

Leningrad region 21389 5.0 1069

Murmansk region 1258 0.3 629

Novgorod region 2622 0.6 202

Pskov region 278 0.1 35

The Republic of Karelia 265 0.1 33

Komi Republic 5856 14 732

St. Petersburg 391 334 91.2 32611

North-West Federal District 428 974 100.0 2 681

(total amount)

The total volume of investments in the NWFD is 429 billion rubles, among which 91.2% (391
billion rubles) accounted for St. Petersburg, followed by Leningrad region with a volume of investments
of 21.4 billion rubles, which is 5% of the total investments in NWFD. Leadership of St. Petersburg may
be explained by the implementation of large infrastructural projects. The remaining regions account for
less than 4% of the PPP investments. The NWFD regions are also significantly different in terms of the
average volume of investments in a project: the maximum volume has St. Petersburg (32.6 billion rubles),
the minimum volume - the Republic of Karelia (33 million rubles.).

The typology of the NWFD regions according to a total volume of PPP investments is not without

interest (see table 03).

Table 03. The typology of the NWFD regions according to a total volume of PPP investments

15t group 2" group 31 group 4% group
Total volume of PPP Total volume of PPP Total volume of PPP Total volume of PPP
investments less than 1 investments from 1 to 10 investments from 10 to 100 investments more
billion Rub. billion Rub. billion Rub. than 100 billion Rub.
Archangelsk region, Vologda
Pskov region region, Leningrad region
Republic of Karelia Murmansk region, Republic Saint-Petersburg
of Komi, Kalinigrad region,
Novgorod region

Four groups of the North-West Federal District regions were identified according to a total volume
of PPP investments. The first group includes two regions with a total investment volume of less than 1
billion rubles - Pskov region and the Republic of Karelia. The second group includes the largest number
of regions (Arkhangelsk, VVologda, Murmansk, Kaliningrad, Novgorod regions and the Komi Republic),
for which the volume of investment in the PPP projects varies from 1 to 10 billion rubles. The third group
with investments from 10 to 100 billion rubles is represented by only one region - the Leningrad region
(the volume of investments is 21.4 billion rubles), as well as the fourth group (the volume of investments
is over 100 billion rubles) - St. Petersburg.
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Further, a distribution of the volume of investments in public-private partnership projects by

industry is presented (see Table 04).

Table 04. Industrial distribution of the volume of PPP investments in the NWFD regions

Total investments | Number of Average
in PPP projects projects investment

Industr s in PPP

’ 'I\?/:E % unit | % project,

. min. Rub.

Aviation infrastructure and transport 50 000 11.7 1 0.6 50 000
Road infrastructure 220033 | 51.3 3 1.9 73 344
Water supply and sanitation 7116 1.7 40 25.0 178
Health and spa treatment 11704 2.7 17 10.6 688
Culture and leisure - 0.00 1 0.6 -
Marine and river vessel n i
Education 7421 1.7 3 1.9 2474
Handling of solid municipal waste 17 244 4.0 11 6.9 1568
Public transport 96 146 224 2 1.3 48 073
Social services for the population 624 0.1 7 4.4 89
Heat supply 17 321 4.0 70 43.8 247
Tourism 672 0.2 1 0.6 672
Physical Culture and sport 638 0.1 2 1.3 319
Power supply 4 0.001 |1 0.6 4
The overall result 428974 | 100.0 | 160 | 100.0 | 2681

As can be seen from Table 04, more than a half of the total volume of PPP investments falls on the
development of road infrastructure (220 billion rubles.), that industry also has the largest average
investments in the one project - 73.3 billion rubles. The second place in terms of investments is the sphere
of public transport: the total volume of investments in the NWFD was 96 billion rubles (22.4% of the
total volume of investments). The third place is occupied by aviation infrastructure and transport with a
volume of investments of 50 billion rubles. This industry is represented by one project of public-private
partnership - the project for the creation, reconstruction and operation of Pulkovo Airport (the period of
implementation is 30 years), the public partner of which is the Government of St. Petersburg, Airport
Pulkovo and LLC «Air gates of the Northern Capital». The following industries have the share of
investments in public-private partnership projects less than one percent: tourism (1 project, 0.2%),
physical culture and sports (2 projects, 0.1%), social services (7 projects, 0.1%), sea and river vessels,
ports and associated engineering infrastructure (1 project, 0.01%), and electricity (1 project, 0.001%)
(Pratap & Chakrabarti, 2017).

Further, a typological grouping of public-private partnership projects is presented, depending on
how many regions in the North-West Federal District implement projects in a particular industry.

The first group includes 9 spheres of PPP projects implementation, which are represented by only
one or two regions of the North-West Federal District. For example, the "Culture and leisure" sphere is
represented only by the project of the Komi Republic "Komi Culture Development Center of Ust-
Kulomsky District", the sphere of sea and river vessels is represented by the project of the Arkhangelsk
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Region "Concession Agreement for the Hydraulic Engineering of the Port - Temporary Floating Quay
with the Placement of an Open warehouse for storage of building materials, construction equipment and
goods on the territory of the Solovetsky Archipelago™ with an investment volume of 52 million rubles.

The second group of typology is represented only by 1 sphere - "Social services for the
population™, projects in which are implemented by the Vologda and Kaliningrad regions, the Komi
Republic and St. Petershurg. For example, the largest project is the "Creation of a modern boarding house
for elderly and disabled people in Repino" (St. Petersburg) with an investment volume of 529 million
rubles, the public partner of which is the Government of St. Petersburg, and the private partner is LLC
"SGEC" OPECA".

The most common sphere of PPP projects implementation is “Heat supply”, which is included in
the 4" group we identified. Projects of this important for any region sphere of economy are presented in 8
regions (except for the Komi Republic and St. Petersburg). The largest in terms of investments volume is
the Leningrad Region project on boiler plant modernization.

It is proposed to unite all projects into enlarged sectors of implementation: communal, energy,
social and transport.

It can be concluded that the largest share of PPP projects is implemented in the transport sector
(366 billion rubles, 85.4% of the total investments) (Tsevtkov, Zoidov, & Medkov, 2016, 2017), followed
by the energy sector (41.7 billion rubles, 9.7% of the total investments), social sector occupies the
smallest share (21 billion rubles, 4.9% of investments).

The structure of investments in public-private partnership projects for the NWFD regions may be
represented by three types. The first type is typical for a half of the regions (Arkhangelsk, Vologda,
Kaliningrad, Leningrad and Novgorod regions). For these regions, more than 80% of investments are in
the communal and energy sector, and the rest of the investment goes to the social sector (except for the
Arkhangelsk region, where the rest of the investment goes to the transport sector).

The second type is presented in the economy of Murmansk and Pskov regions, as well as in the
Republic of Karelia. Here, all PPP projects are implemented in the communal and energy sectors. And,
finally, the third type is typical for the Republic of Komi and St. Petersburg. In these regions over 90% of
investments (and almost 100% in the Komi Republic) fall on the transport sector.

The distribution of PPP projects according to the volume of investments on different stages of

implementation is analyzed in table 05.

Table 05. The distribution of PPP projects according to the volume of investments on different stages of
implementation in the North West Federal District

Total volume of .
. . . Number of projects

Stage of implementation investment

Min. rub. | % Units | %
Selection of a private partner and signing of an agreement 102 616 23.9 |19 11.9
Pre-investment 3906 0.9 9 5.6
Investment 26 351 6.1 62 38.8
Exploitation 282 100 65.8 | 69 43.1
Completion 14 000 3.3 1 0.6
Total 428 974 100.0 | 160 100.0
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It can be concluded that the majority of PPP projects are in exploitation stage (69 projects, 43.1%
of the total number of projects), where a greater volume of investments is concentrated (282 billion
rubles, 65.8% of total investments). A few smaller projects are at the investment stage (62 projects, 38.8%
of the total number of projects). The volume of investments in projects at the investment stage is 26
billion rubles (6.1% of total investments). At the stage of selection of a private partner are 19 projects
(11.9% of the total number), while agreements have been signed for 102.6 billion rubles, which is 23.9%
of the total amount of investments in PPP projects. The pre-investment stage accounts for the lowest
volume of investments (3.9 billion rubles, 0.9% of the total volume), while at this stage there are 9
projects (5.6% of all projects). At the completion stage there is one project - "Project for the creation and
subsequent operation of real estate and movable property on the basis of public-private partnership, part
of the plant for the processing of solid domestic waste™ (St. Petersburg).

Of particular interest is the typology of public-private partnership projects that are on different
stages of implementation in the North-West Federal District regions.

The considered regions were divided into 4 groups depending on the stage of implementation the
most part of PPP projects is in this region. The first group includes Pskov region - half of the projects of
this region is on the stage "Selection of a private partner and signing of an agreement”. The second group
is also represented by one region - the Republic of Komi - in this region 62.5% of the projects are on the
pre-investment stage. The third group includes 4 regions: Vologda, Murmansk, Leningrad regions and the
Republic of Karelia. In this group of regions most of the projects are brought to the investment stage of
implementation (in Murmansk region 100% of the projects). And, finally, the fourth group, where most of
the projects are already on the exploitation stage, is represented by four regions: Arkhangelsk,
Kaliningrad, Novgorod regions and St. Petersburg. Most of the projects on the exploitation stage are
implemented in Kaliningrad region (81.3%).

The vast majority of PPP projects are implemented in the form of a concession agreement (141 out
of 160 projects), concluded in accordance with Federal Law No. 115-FZ of 21.07.2005 "On Concession
Agreements", which until 2015 was considered the only federal document of Russia in this field.

The form of implementation of six NWFD projects is the agreement on public-private partnership
concluded in accordance with the current regional legislation, as well as in accordance with Federal Law
No. 224-FZ of July 13, 2015 "On public-private partnership, municipal-private partnership in the Russian
Federation and amending certain legislative acts of the Russian Federation ". This form is implemented in
the Republic of Komi and St. Petersburg. For example, in the Republic of Komi, the Law "On public-
private partnership in the Republic of Komi ..." was enacted on 01.03.2016 No. 17-RZ. On such
conditions in the Republic of Komi, the project "Attachment of the Surgical Corps in the village of
Sudayag" is implemented with a total investment volume of over 3 billion rubles. In Saint-Petershurg the
PPP project “Highway Western high-speed diameter” is implemented using that form with a total volume
of investments 212.7 billion rubles.

The form of implementation of 4 PPP projects in Leningrad Region is a life cycle contract or a
long-term state contract with an investment component. All projects of this form are implemented in the

sphere of healthcare and spa treatment.
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One project in the North-West Federal District is implemented in the form of a lease or gratuitous
agreement with investment obligations (Leningrad region). Another project in the North-West Federal
District is implemented in a form of an investment agreement (Vologda region).

Figure 01 shows the distribution of PPP projects in the North-West Federal District regions

according to its duration.

80
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50 [46]
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40
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20
10 (5] @
2]
1
. | | m B

1-10years 11-20 years 21-30 years 31-40 years over 41 years no data

Figure 01. Distribution of PPP projects in the North-West Federal District regions according to its
duration

From Fig. 01 it follows that most of the PPP projects (45%) have a short implementation period
(up to 10 years), 46 projects (29%) have an implementation period of 11 to 20 years, 29 projects (18%) -
of 21 year to 30 years, one project belongs to the group "from 31 to 40 years" and, finally, 5 projects (3%)
have the longest period of implementation - over 40 years.

The most long-term projects of public-private partnership (over 40 years) are typical for Vologda
region (2 projects) and St. Petersburg (3 projects). In Vologda region, these are projects in the spheres of
health and sanatorium and resort treatment. In St. Petersburg, long-term PPP projects are implemented in
such spheres as: healthcare and sanatorium-resort treatment, tourism, social services for the population.

Among projects with a short implementation period (up to 10 years), the majority (35 projects,
48.6%) is represented in the heat supply sphere, followed by water supply and sanitation (26 projects,
36.1%). Most of the projects with an implementation period of up to 20 years are also implemented in the
heat supply industry (25 projects, 54.3%), water supply and wastewater (10 projects, 21.7%) are on the
second place.

Nine projects (31%) with an implementation period up to 30 years are also implemented in the
heat supply sector, eight projects (27.6%) - in the sphere of solid municipal waste management. As it was
said above, only the project on municipal waste management in Murmansk region applies to a group of

industries where PPP projects are being implemented for a period of up to 40 years.
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Finally, five the most long-term projects (for a period of implementation of more than 40 years)
were divided in the following way: 2 projects in the sphere of Health and Spa Treatment, and 1 project in
each sphere - "Road Infrastructure™, "Social Services for Population”, "Tourism".

An interrelation between the volume of investments in PPP projects and the volume of export-
oriented localization in the Russian Federation regions was assessed. The results show that correlation
between the amount of investment in PPP projects and the volume of imports of the RF regions is 0.96
(according to www.gks.ru). The main linear regression equation is represented as:

y =0.0366x + 1617.3

at the level of approximation R? = 0,9331.

Thus, the results of the research show the high efficiency of using the mechanism of public-private

partnership in export-oriented localization development in the North-West Federal District.

7. Conclusion

The research was aimed at revealing the main factors influencing investment attractiveness of the
RF regions, as well as the role of public-private partnership in export-oriented localization development,
especially in small regions with a lack of resources.

In the frame of the research PPP projects implemented in the North-West Federal District were
analyzed, leaders and outsiders among the regions were identified, the main spheres and sectors of project
implementation were revealed. The research identifies the types of regions according to such criteria as
stage, form and duration of PPP projects. Using the method of correlation-regression analysis, a high
degree of interrelation between the following processes was revealed: implementation of investment
projects based on PPP and implementation of the policy of export-oriented localization.

The research made it possible to clarify certain aspects of the strategy of export-oriented
localization at the regional level in order to mobilize available resource potential of the territories by
using the PPP mechanism to ensure stable growth rates of the regional economy, improve the
competitiveness of domestic products in the domestic and world markets and reduce the dependence of

the Russian economy on imports.
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