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Ukraine is far behind developed countries in terms of infrastructure 

development and efficiency

INTRODUCTION

THE MAIN REASON FOR THE CURRENT CONDITION OF INFRASTRUCTURE IS 

CHRONIC UNDERFUNDING FROM THE STATE BUDGET AND INEFFICIENT STATE 

PROPERTY MANAGEMENT

ONE OF THE MOST ACCEPTABLE WAYS TO ATTRACT PRIVATE INVESTMENTS IN 

INFRASTRUCTURE IS A PUBLIC-PRIVATE PARTNERSHIP (PPP)

SEVERAL KEY CONDITIONS ARE REQUIRED FOR SUCCESSFUL IMPLEMENTATION 

OF PPP PROJECTS

SWOT-analysis is an analytical method for the identification of internal (strengths and weaknesses) and external 

(opportunities and threats) factors
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Key conditions necessary for successful implementation of PPP in the 

infrastructure of Ukraine

INTRODUCTION

POLITICAL WILL, SUPPORT BY THE STATE AND SOCIETY

RELIABLE LEGAL FRAMEWORK, WHICH PROTECTS PRIVATE PARTNERS AND REDUCES RISKS

FAIR AND TRANSPARENT TENDER

RELIABLE FEASIBILITY STUDY

FAIR RISKS ALLOCATION BETWEEN PARTNERS

FLEXIBLE FINANCING THROUGH EQUITY AND DEBT

HIGH EXPECTED RATE OF RETURN FOR PRIVATE PARTNERS
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The favorable geographical location at the intersection of

international trade corridors, significant transit potential

The lowest cost of skilled workforce in Europe 

Financial and technical support from international 

organizations with considerable experience of PPP projects 

implementation in the world 

Legislation is sufficient for successful implementation of 

PPP projects and it is gradually being improved 

Flexible PPP implementation mechanism, which allows to 

consider different project models, both in terms of the

financing structure and risk allocation between the partners 

on a case-by-case basis

PPP Project Management Office was established to support 

and effectively implement PPP projects in the infrastructure

Development of methodological and analytical materials for 

PPP projects implementation

Participation of international advisers in the implementation 

of pilot concessions projects in infrastructure and 

accumulation of relevant experience by public authorities

Strengths and weaknesses for the implementation of PPP projects 

in the infrastructure of Ukraine

STRENGTHS AND WEAKNESSES1

STRENGTHS WEAKNESSES

Frequent changes of public policy and legal framework, 
which makes planning more complicated
Hostilities in the country, unstable political situation, 
sanctions of Russia, falling transit
Unstable economic situation, high inflation and low 
purchasing power

Complexity of doing business, low Doing Business rating 
(80 place in the overall ranking in 2017, including 140 place 
for obtaining construction permits and 130 place for the 
connection to the power supply)
Significant investments required for infrastructure 
modernization, lack of resources in the state budget
Low operating efficiency of existing infrastructure

Imperfect mechanism of projects implementation and 
assessment of their effectiveness, lack of experience and 
qualified personnel in PPP
Lack of infrastructure development strategy and priorities 
for PPP projects implementation

Several different procedures for the implementation of PPP 
projects and the lack of clear criteria for their application, 
the contradictions in the legal framework
Lack of long-term budget planning and “availability 
payment“ mechanism

Poor cooperation between the state and local authorities, 
complicated project approval procedure through the Cabinet 
of Ministers of Ukraine
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Strengths of the specific infrastructure sectors of Ukraine

1 STRENGTHS AND WEAKNESSES
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Access to the Black and Azov seas, 3 navigable rivers

Well-developed network of sea ports (13 ports of different 

sizes and specializations) with sufficient capacity

Many seaports have natural depths and year-round 

navigation

USPA conducts systematic dredging

“Free tariffs” system implemented in 2013

Profitability of seaports

Skilled labor and management with long-term experience

Leading role of the sector in the country’s transport 
system, providing about 80% of cargo and 50% 
passenger turnover

Developed railway network of 22 ths. km, 45% of which 
are electrified

Large throughput capability

Independence from weather conditions

Relatively stable passenger turnover

Relatively low cost of transportation, including low power 
consumption reasons

Profitability of cargo transportation

Attractive geographical location of airports relative to 

global passenger and cargo flows, significant transit 

potential

Supporting infrastructure and full range of services in 

international airports

Highly skilled professionals in the aviation industry

High priority policy of the government in development and 

attraction of investments in the sector

Ramified road network

Developed road transportation industry, which provides 

40% of passenger and 25% cargo turnover

Existing achievements and experience in preparing 

highways concession projects (Lviv-Krakovets, Ring 

Road around Kyiv, etc.).

PORT INFRASTRUCTURE

AVIATION INFRASTRUCTURE

RAILWAY INFRASTRUCTURE

ROAD INFRASTRUCTURE
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Weaknesses of the specific infrastructure sectors of Ukraine

1 STRENGTHS AND WEAKNESSES

Limited navigation period on the Dnipro River

Small depths for large vessels in most of the ports

Existing agreements with private partners that do not 
allow large-scale investments

Slow cargo handling in the ports

High level of common-use infrastructure deterioration, 
lack of investment in port infrastructure modernization and 
no guarantees of required depth maintaining

Unreasonably high port dues and inflexible tariff policy

Deficiency of river fleet

Restrictions on the entry of the foreign-flag ships to inland 
waterways

Incomplete reform, which involves separation of 
infrastructure and transportation services

No mechanism for participation of the private partner in 
the construction of railway infrastructure

Ban on the concession of main railway lines

Lack of competition in the rail transportation

Unprofitable passenger transportation and cross-
subsidized by cargo transportation

Mismatch of border points and logistics centers network 
development with the growth in trade

Bureaucracy in customs clearance of cargoes in the 
international operations

Low levels of passenger turnover and partial capacity 

utilization in most airports

Underdeveloped domestic air transportation

Obsolete technical equipment in airports

Slow border crossing procedures

Inadequate transfer infrastructure 

Relatively high cost of airport services

Poorly developed commercial infrastructure of airports

Unsolved issues with functioning of paid roads

Poor condition of most of the roads and high cost of 

maintenance

Relatively high cost of road transportation

Common practice of exceeding the maximum load of 

trucks

Inadequate road connections with other types of transport 

infrastructure

PORT INFRASTRUCTURE RAILWAY INFRASTRUCTURE

AVIATION INFRASTRUCTURE ROAD INFRASTRUCTUREW
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OPPORTUNITIES AND THREATS2

Opportunities and threats in the implementation of PPP projects 

in the infrastructure of Ukraine

Recovery of the economy, increased business activity and 
the gradual growth of Ukraine's GDP

Association Agreement and free trade zone with the EU, 
increase the EU and Asia share in Ukraine’s foreign trade

Political and public support for the implementation of PPP in 
infrastructure

Significant range of infrastructure objects for partnership 
with private business

Opening of new opportunities for private business 
participation in strategic and socially important objects of 
infrastructure

Available investment funds on the international capital 
markets and investors interest to emerging markets

Undervalued assets and possible value growth as a result 
of PPP implementation

Sharing long-term risks with the private partner

Opportunity to attract the partners with experience in 
efficient management of infrastructure, high level of 
financial control, safety standards and quality of service

Developing transport technologies and approaches in 
infrastructure management of developed countries

OPPORTUNITIES THREATS

Economic crisis, the decline of purchasing power

Competition with alternative trade routes between the EU 
and Asia

Annual budgeting process and approval of PPP projects 
funding

Limited number of participants interested in the project

Inaccurate data about the private partner or overestimation 
of the effect of its involvement in the management of 
infrastructure facilities

Over-estimation of financial capacity of the private partner 
and the need to attract additional funding

Higher cost of private capital in comparison with the state 
funding

Possible reduction of competition in the market, 
discrimination of other market participants

Risk of private partner refusal to implement the project

Stronger position of the private partner in negotiations on 
socially important projects

Manipulations in attracting partners, evaluation and 
financing the project, calculating damage compensations

Absence of government guarantees of the protection of 
investments, compensation for losses and fulfillment of 
obligations on time
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2

Opportunities in PPP projects implementation in specific sectors of 

Infrastructure of Ukraine

OPPORTUNITIES AND THREATS
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Increase in workload of seaports and realization of transit 
potential

Deregulation of seaports and acceleration of the customs 
clearance and other controls

Stabilization of the situation on the international 
commodity markets and rising prices for basic export 
commodities of Ukraine

Adoption of the new law “On inland waterway transport“

Introduction of a new method of port charges calculation 
and reduction of their amount

Available marketing experience and reputation of the 
private partner among carriers and cargo owners to 
increase turnover

Possible adoption of the visa-free regime with the EU

Prospect of signing the "Open Sky“ agreement

Certificated airports according to the EU standards

Liberalization of the airline market, increase in the number 
of carriers and development of the international routes

Presence of anchor carriers in some airports

Growth in demand for air travelling along with the 
increasing purchasing power of citizens and improvement 
of the security in the country

Establishment of the Road Fund as one of possible 

funding sources for PPP

Availability of hard surface roads is several times lower 

compared to European countries (6.5 times lower than in 

Germany, 3.3 times lower than in Poland)

Need to repair 90% of existing roads

Need for construction of highways

PORT INFRASTRUCTURE RAILWAY INFRASTRUCTURE

AVIATION INFRASTRUCTURE ROAD INFRASTRUCTURE

Process of market liberalization of rail transport and plans 

of tariff liberalization

Available production capacity to restore the fleet

Large number of unused rail infrastructure

Development of intermodal transport

Private partner experience, effective management, 

flexibility and speed of decision making, advanced 

working methods, modern equipment and advanced 

technologies to optimize railway infrastructure
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2

Threats in PPP projects implementation in specific sectors of 

Infrastructure of Ukraine

OPPORTUNITIES AND THREATS

Monopolization of the market by selected port operators

State regulation of port charges and berth access tariffs for 
port operators

Falling trends of cargo turnover in the ports

Discrimination of some carriers or cargo owners

Conflicts with partners under lease and joint activities 
agreements

Lag in related infrastructure development

Failure of the government to fulfill dredging obligations

Technological and environmental disaster due to poor 
technical condition of infrastructure

Competition with other Black Sea countries' sea ports

Transfer of the most attractive infrastructure objects to 
the private partner

Remaining cross-subsidization of passenger 
transportation by the state using income from cargo 
transportation

State regulation of the prices for transportation and lack 
of the compensation of losses from low tariffs to private 
partner 

Poor quality of services provided by the private partner

Technical accidents caused by the poor condition of 
common infrastructure

Reduction of traffic safety due to the increase in number 
of market participants

Fall of Ukraine's attractiveness to potential passengers 
due to worsening security in the country

Lack of demand and other drivers for the development of 
regional transportation

Increase in requirements for airport infrastructure and the 
need for additional investments

Growing competition from aviation infrastructure in 
neighboring countries

Development of alternative high-speed transport

Absence of guarantees from the state of minimal road 

load

Difficulties in obtaining land for construction

Lack of long-term funding guarantees from the state due 

to short-term budgeting

Failure to provide adequate weight control on roads

Lack of supporting infrastructure along the roads

PORT INFRASTRUCTURE RAILWAY INFRASTRUCTURE

AVIATION INFRASTRUCTURE ROAD INFRASTRUCTURE
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Cooperation between public and private partners in infrastructure 

projects is advantageous for all parties

3 IMPACT

INCREASE IN REVENUES AND IMPROVEMENT OF INVESTMENT CLIMATE

Assets value growth, increase in revenues from their use, budget income growth and acceleration of GDP growth

Increase in the number of qualified jobs by growing economic activity and rehabilitation of infrastructure

Business processes intensification by attracting new capital and business partnership

Applying successful, including international, experience of the private partner in the implementation and management of 

infrastructure projects

COST REDUCTION AND OPTIMIZATION

Cuts in public spending on infrastructure operation and ineffective management

Reduction of spending on the services provided and setting competitive tariffs

Optimization of investment structure and involvement of private investments in the state and publicly important objects, 
optimization of risk sharing between partners

Operational efficiency of infrastructure, use of modern, efficient technologies, simplification and optimization of the  
management and financial control

POSITIVE EFFECT FOR THE ECONOMY AS A WHOLE

Attraction of highly efficient modern infrastructure technologies that will develop the economical potential and use 
geographical advantages of Ukraine

Increase of environmental safety in compliance to international environmental standards

Support in development of adjacent infrastructure and socially important facilities

Development of the forms of project financing

Growth of safety standards and implementation of the international work standards and conditions
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But the public-private partnership in infrastructure projects has a 

number of drawbacks

3

COMPLEXITY AND HIGH COST OF PROJECT IMPLEMENTATION

Complexity and long time of PPP projects implementation due to many factors affecting the project during the entire period 
and due to the importance of these factors to be predicted and all conditions to be agreed

Complexity of determining the conditions that must be met by private partner

Long-term commitment of partners and possible revision of the contract during the project, due to the inability to predict all 
risks and conditions for the entire period of cooperation

High cost of PPP projects implementation, stemming from the complexity of the process

MARKET AND FINANCIAL RISKS
Higher cost of capital and additional risks to the private partner will result in compensation during the project that could 
increase government spending or the price of the service to the consumers
Limited number of private partners, who are capable to implement the project may restrict competition necessary for 
effective partnership
Profitability of the projects is significantly dependent on market factors and it can vary. This may result in the inability to 
compensate for incurred costs or premature termination of the project
Possible reduction of state enterprises profitability due to the transfer of the most attractive infrastructure to private 
investors

POLITICAL AND SOCIAL RISKS

State responsibility remains and the citizens will continue consider the government responsible for the quality of services

Projects can be more socially or politically complicated if it involves the increase of tariffs, workforce reduction, land 

allocation and / or some relocation and so on

Private partner will have an advantage of experience in determining the conditions of the project and greater access to 

information on the project during its implementation, that complicates the control of the state and society

IMPACT
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Ways to reduce the risks and increase the attractiveness of PPP 

projects in the infrastructure of Ukraine (1/2)

4 NEXT STEPS

CLEAR LEGAL AND REGULATORY FRAMEWORK
Develop and legislate the working procedures on PPP projects and relationships of participants during the implementation 
of different PPP models

Legislate state measures to support the private partners, establish principles and forms of public participation and budget 
financing of PPP projects

Identify and secure guarantees of the rights of private investors and the return on capital investments, government 
obligations, including the tariff increase / fair regulation and so on

Delegate of the rights for independent decision-making on PPP contracts in infrastructure to the Ministry of Infrastructure 

DETAILED AND FLEXIBLE AGREEMENT BETWEEN PARTNERS

Evaluate in details and specify in the agreement the maximum number of risks that may arise during the PPP project

Provide flexible agreement and the possibility of its revision if necessary to adapt it to unforeseen circumstances

Clearly define in the contract key incentives and requirements for the project results with a focus on the objective 

indicators, which are easy to control, and reporting requirements imposed on the private partner to reduce potential 

imbalances in access to information

COMMUNICATION AND PUBLICITY OF PROJECT IMPLEMENTATION

Organize information and advertising campaign for citizens and private investors, establish advisory centers providing 
advisory and methodological support, conduct conferences, symposia and exhibitions to reveal successful foreign 
experience in PPP

Ensure proper communication policy with the local population and labor collectives of state enterprises involved in PPP 
projects to reduce the impact of political factors and to manage perception of staff reductions risks by labor force

Ensure publicity and transparency of competition among private partners in PPP projects
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Ways to reduce the risks and increase the attractiveness of PPP 

projects in the infrastructure of Ukraine (2/2)

4 NEXT STEPS

SUPPORT OF STATE EXPERTISE

Develop the concept of PPP in infrastructure, which establishes principles and determines the content and implementation 
of the main directions of the financial mechanism of the field

Accumulate and preserve of state expertise by establishing an executive body and advisory units that would deal with the 
assessment, organization and management of PPP projects, development of regulatory law, monitoring of projects and 
obligations of Parties

Train and retrain specialists in evaluation and implementation of infrastructure projects on PPP basis, joining the EPEC to 
exchange experiences with European partners

METHODICAL SUPPORT OF PROJECT IMPLEMENTATION
Develop detailed guidelines for the implementation of PPP projects and define realistic time-frame and appropriate 
organization of resources and knowledge that will help to simplify the implementation of PPP projects

Prepare development programs of individual sectors of infrastructure and form a national database of projects that can be 
implemented on the basis of PPP in accordance with the strategy of infrastructure development

Secure an open list of criteria for participation of investors in the competition for the right to implement infrastructure 
projects on PPP basis

Develop the industry standard forms and sample contracts and other documentation of PPP

CLEAR METHODS OF PROJECTS FEASIBILITY AND RESULTS ASSESSMENT

Preliminary assess the feasibility of additional transaction costs for PPP procedure in comparison to the effect that the 

project could bring

Implement only the projects matching certain criteria of minimum amount of investment, which will provide the positive 

effects exceeding the amount of additional transaction costs for their implementation

Clearly define project performance indicators that can be easily counted and analyzed
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Ways to reduce the risks and increase the attractiveness of PPP 

projects in specific sectors of infrastructure of Ukraine

4 NEXT STEPS

Ban of signing lease agreements for certain objects of 

infrastructure, which may be included to integral property 

complex for the implementation of PPP projects

Simplify and reduce the number of tariffs and charges 

levied on carriers and cargo owners

Improve regulatory framework in river transport and 

regulation for the construction of river terminals

Facilitate the access of vessels under foreign flags to 

inland waterways

Develop the new law “On railway transport", which 
introduce clear rules for the market of rail transportation

Develop a mechanism that will allow to involve private 
partner in the construction and modernization of railway 
infrastructure

Complete the separation of infrastructure and transport 
services

Implement the mechanism of full access to infrastructure 
by private partner 

Complete tariff reform

Change the cross-subsidization of passenger 
transportation for direct financing

Cooperate with airlines to promote opening new flight 

directions and maintain existing routes

Develop the infrastructure for servicing of transfer 

passengers

Facilitate border crossing procedures

Increase passenger service quality, primarily non-aviation 

services

Provide high level of air transportation security

Prioritization of the projects for private investment

Simplify procedures of land allocation for road 
construction

Develop the mechanism of financing PPP projects and 
provide state guarantees to private partner of a minimum 
income

Settle the controversial issues and adopt the principles of 
the functioning of toll roads

Ensure adequate weight control on roads to avoid 
premature destruction

PORT INFRASTRUCTURE RAILWAY INFRASTRUCTURE

AVIATION INFRASTRUCTURE ROAD INFRASTRUCTUREN
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Public-private partnership is the most promising way to attract private 

investment in the infrastructure of Ukraine

5 CONCLUSION

PUBLIC-PRIVATE PARTNERSHIP IS THE BEST ALTERNATIVE TO PRIVATIZATION TO ATTRACT PRIVATE 

INVESTMENT IN STRATEGIC INFRASTRUCTURE OBJECTS

SYSTEMATIC APPROACH AND STRATEGIC VISION ON THE DEVELOPMENT OF THE INDUSTRY IN 

PARTNERSHIP WITH PRIVATE SECTOR IS NEEDED FOR EFFECTIVE IMPLEMENTATION OF PPP

PROPER RISK MANAGEMENT OF THE PARTNERSHIP BRINGS POSITIVE EFFECT TO ALL 

PARTICIPANTS

THE STATE SHOULD TAKE INTO ACCOUNT SPECIFIC FACTORS OF EACH INFRASTRUCTURE SECTOR 

WHILE PLANNING THE PROJECTS AND ASSESSING THEIR FEASIBILITY AND RESULTS

INVESTMENT CLIMATE, POLITICAL AND MACROECONOMIC SITUATION IN THE COUNTRY IS A 

SIGNIFICANT FACTOR AFFECTING STATE CONFIDENCE AND IMPLEMENTATION OF PPP PROJECTS

IMPLEMENTATION OF PPP PROJECTS IS A COMPLEX PROCESS AND REQUIRES A HIGH LEVEL OF 

EXPERTISE OF THE STATE AND RESPONSIBLE APPROACH IN PROJECTS EVALUATION AND CONTROL

STATE COMMUNICATIONS POLICY IN PPP IS EXTREMELY IMPORTANT, BECAUSE IT HELPS TO REDUCE 

BOTH POLITICAL AND SOCIAL TENSIONS AND THE RISKS OF THE PROJECT IMPLEMENTATION



WWW.SPILNO.IN.UA


