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Public-private partnership development in Kazakhstan education

Abstract. The purpose of the article is to analyze the application of public-private partnership
mechanisms in projects in the education sector of Kazakhstan and develop proposals for its activation.
There are were used general scientific research methods as observation, description, analysis and synthesis,
as well as comparative, formal-logical and other methods of cognition in the research process. As the
research information base was used the register of public-private partnership projects, which is maintained
by the similarly named Center authorized to accompany public-private partnership projects in Kazakhstan.
In this case, the sorting, calculation and interpretation of data on PPP (public-private partnership) projects
in the field of education was carried out by the author independently from a large array of data presented
in the registry.

In this article a relevant quantitative information on public-private partnership projects was
demonstrated and analyzed in the field of education of the Republic of Kazakhstan in a regional and
sectoral context. Apart from that, an analysis of public-private partnership projects in the field of education
of republican significance was carried out, their characteristics were given. The forms and sources of
project financing have been investigated, the features of the implementation of public-private partnership
projects in the field of education of the Republic of Kazakhstan have been determined. Ways are proposed
to increase the activity of the private sector in engaging in public-private partnerships in education by
increasing their investment attractiveness.
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Public-private partnership (PPP) in the field of education is a form of interaction between
the state and business, in which, complementary to standard obligations, participants undertake
to create conditions for the development of the education system in the territory in order to meet
the needs of students, the business entity and the population living on territory [1]. Therewith, the
benefit for the state lies in the transfer to the private trader of some functions that he can carry out
more efficiently, as well as in reducing the burden on the budget.The benefit for business consists
in providing a state guarantee for the consumption of its services in case of trust management,
provision of land and premises for educational activities on a free or preferential basis, full
compensation for the cost of construction of educational facilities in a concession.

The main foundation for the formation of PPP in Kazakhstan was laid with the adoption of
the Law of the Republic of Kazakhstan “On Concessions” in 2006 [2], which regulated the basis
of the concession agreement and allowed the participation of foreign investors in PPP projects. In
general, terms, the Law clearly defined the scope of actions of the parties to the PPP (public-private
partnership), however, it did not consider compensation for foreign exchange losses to foreign
investors. For this reason, until 2016, only 2 large infrastructure projects based on PPP (public-
private partnership) were implemented in Kazakhstan [3]. Meanwhile, the growing economic
crisis, the decline in the income of the national fund, in parallel with the growing needs of the
population in healthcare and education facilities, actualized the need to introduce other forms of
PPP other than concessions.

To solve the problem of a shortage of kindergartens, the state began to cooperate with
private kindergartens by establishing there a public procurement with per capita financing. At
that time, other forms of cooperation between the private sector and the state were not possible
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in the field of education. With the initiation of the scientific community, individual public figures
and representatives of business communities, a draft Law on PPP was developed, providing non-
concessionary forms of implementation of PPP projects, which was adopted in 2016 [4].

In general, it could be said that the approach of the Law on PPP is non-standard in comparison
with the Law on Concessions. If earlier under the Law on Concessions, it was only possible to build
or reconstruct objects, now it is possible to transfer functioning objects to the PPP mechanism by
trust, lease, or a service contract. There was also the possibility of a private financial initiative,
when an entrepreneur has a land plot or object in which it is possible to provide services to the
population in the same field of education. The adoption of the Law allowed to almost completely
solve the problem of the shortage of kindergartens in the regions of Kazakhstan, it also contributed
to the organization of better nutrition in schools, the creation of training centers and gyms, and the
repair of educational facilities by attracting private investment.

It seems clear that, it is much easier to improve the adopted separate Law on PPP than
tack in existing related documents each time [5]. And after three years of its operation, it’s safe
to say that now the development of public-private partnership has received a new impetus in
Kazakhstan. This can be judged by the number of projects being implemented: as of October 3,
2019, 1263 projects were registered in Kazakhstan, of which 615 projects have already concluded
agreements. The total amount of attracted private investment exceeded 1 trillion tenge.

Today in the development of PPP in the field of education, the positive changes are noted.
So, 48,5% of PPP (public-private partnership) projects out of their total number in the Republic
of Kazakhstan are registered in the field of education. As of October 3, 2019, contracts were
signed for 336 projects, 41 projects are at the competition stage, and contracts were canceled for
6 projects (table 1).

Table 1
Description of PPP projects in the field of education of the Republic of Kazakhstan,
as of October 3, 2019
Projects At the Terminated [Concluded
stage of Contracts Contracts
competition
Amount Share
Total 1263 100.0 138 7 607
Education 612 48,5% 41 6 336
Note - compiled and calculated by the author on the basis of the Register of PPP projects of the
PPP Center

According to the Center for Public-Private Partnerships, the objects of the canceled projects
were kindergartens for 230-320 places.The initiator of 5 projects was the state represented by
local Education Departments and 1 project was initiated by a private entrepreneur.The state in
these projects guaranteed the state order in the form of consumption of kindergarten services
with per capita financing. Moreover, the initiative to terminate these contracts belongs to the state
due to non-compliance with the terms of the contract by the concessionaire (private trader). The
remaining information on terminated PPP (public-private partnership) contracts is presented in
Table 2.
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Table 2

Information on terminated PPP contracts in the field of education

Region Year of Reason for Type of The total ([External
conclusion termination contract | cost of the |Investments
project
Kostanay|2017 By the decision of[Contract|[895600 895600
region Special Interdistrict | PPP  (public-
Economic Court of[private
Kostanai  Region, | partnership).
16/09/2019 Trus't
management
of state
property
Kostanay|2017 By the decision|Contract|[895600 895600
region of Special Inter-|PPP (public-
district economic|p riv ate
court of Kostanai|partnership).
region, 16/09/2019 |T r u s t
management
of state
property
The East [ 2015 for non-compliance|O t h e r[664600 664600
Kazakhstan with the terms of|agreements
region the contract by the
Concessionaire,
17/04/2017
The East| 2015 for non-compliance|O t h e r|571900 571900
Kazakhstan with the terms of|agreements
region the contract by the
Concessionaire,
18/04/2017
The East [ 2015 for non-compliance |O t h e r[495500 495500
Kazakhstan with the terms of|agreements
region the contract by the
Concessionaire,
19/04/2017
A kmolal2016 Bythedecisionofthe | No data
region Specialized  Inter-
district  Economic
Court of Astana city,
20/09/2018

Note - compiled and calculated by the author on the basis of the Register of PPP (public-private
partnership) Projects of the PPP (public-private partnership) Center

It should be noted that due to the termination of these Contracts, there were no state losses,
since the form of state participation in these projects was to provide land plots for temporary use
to private owners.
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Of all 612 PPP projects in the field of education, 610 projects are implemented at local
levels, the remaining 2 — are at the republican level. Let’s consider them.

The first project is related to the creation, implementation and operation of the automated
information system Kundelik in the Republic of Kazakhstan. The aim of the project is the
cancellation of paper reporting forms (including journal and diary) in educational institutions in
the Republic of Kazakhstan and a complete transition to the electronic version of journaling. The
contract for this project was concluded on January 26, 2018 on a private initiative (“Kundelik
LLP”), the project is currently in the operation, the service life is coming to an end in 2030. The
state partner is the state represented by the Ministry of Education and Science of the Republic of
Kazakhstan. The volume of attracted private investments covers the entire necessary amount for
the implementation of the project and equals to 5,8 billion tenge [6]. State support measures for
this project include: providing comprehensive legal and regulatory, technical, methodological and
other support; guarantee of consumption during the implementation of the project.

The second project “Regional Center for Testing and Pedagogical Competence” was also
initiated by a private trader (“U-FUTURE” LLP). As envisioned by the initiators, a network of
testing centers will be created in 17 regions of the country. The network of regional testing centers
to be created will be united by a single software, technical requirements and general testing
administration rules. The purpose of the network of regional testing centers is standardization,
increasing the transparency and fairness of external assessment procedures involving computer
and paper testing. The project involves for both paper and online testing. The user can work on
errors and get 11 analytical and statistical reports. Now, with the help of the UStudy service, it
is possible to pass trial testing of UNT (Unified National Testing), as well as pass training video
courses in various subjects [7].

The state support measure is to provide a guarantee of the consumption of services provided
during the implementation of the Project. The guarantee of consumption is as follows: providing
each Kazakhstani scholar with access and the opportunity to prepare for UNT (Unified National
Testing) by passing trial tests with the provision of consulting and methodological assistance. The
volume of attracted private investments for this project is 1,4 billion tenge.

Data on the sources of financing of PPP projects in the field of education of Kazakhstan are
presented in Table 3.

Table 3
Cost of PPP projects in the field of education by level of implementation

Total cost Share of the | The volume Share Budget
of projects, | total cost,% | of attracted of total financing
billion tenge private investment,
investment, %
thousand
tenge

Local level 106,3 93,6 46,4 86,6 59,9
Republican| 7,2 6,4 7,2 13,4 -
level
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A 1 1|1113.5 100 53,6 100 59,9
PPP(public-
private
partnership)
projects in
the field of
education of
the Republic
of Kazakhstan

Note - compiled and calculated by the author on the basis of the Register of PPP projects of the
PPP Center

As can be seen from table 3, the total cost of PPP projects in the field of education amounts
113,5 billion tenge, more than half of this cost, or rather 53,6%, is covered by private investments,
the rest are reimbursed by the state. 93,6% of the total cost of PPP projects in the field of education
is concentrated at local levels. Therewith, out of 106,3 billion tenge, 86,6% are funded by private
entrepreneurs, the remaining 13,4% - by the state.

In the regional context, the East Kazakhstan and Zhambyl regions show the greatest activity,
the least -Shymkent, West Kazakhstan and Almaty regions (Figure 1).
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Figure 1 — The number of PPP projects in the field of education, as of October 3, 2019
Note - compiled and calculated by the author on the basis of the Register of PPP projects of the PPP Center.

As can be seen from Figure 1, the practice of applying PPP mechanisms in educational
projects in the regions of the Republic of Kazakhstan is developing unevenly. So, 205 projects
are being implemented in the East Kazakhstan region, only 3 in the West Kazakhstan region, and
only 2 projects in Shymkent. The Zhambyl region in the number of PPP projects in the field of
education is in second place in Kazakhstan with 113 projects. In other regions, the number of
PPP projects in the field of education does not exceed 40 units. Thus, it can be concluded that the
regions do not fully utilize the potential of PPPs in the field of education.
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Let’s consider the sectoral structure of PPP projects in the field of education (Figure 2).
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Figure 2 - Sectoral section of PPP projects in the field of education, as of October 3, 2019
Note - compiled and calculated by the author on the basis of the Register of PPP projects of the PPP Center.

As can be seen from the presented figure 2, of the total number of registered PPP) projects
in the field of education, 58% or 357 projects are carried out as part of the construction, operation
and placement of state orders in kindergartens and mini-centers. The next popular area of PPP
(public-private partnership) is catering in schools, 176 projects are registered in this area.

If classified by types the concluded contracts, then in most cases this is trust management and
lease contracts. Trust management is mainly used in projects for the operation of kindergartens,
training centers, colleges, and rental contracts in the field of school meals. These forms of PPP
contribute to the development of per capita financing and dual education, open up new social
standards - by transferring functions to the private sector, and also reduce current budget
expenditures. In case of successful implementation of the project, the business gets the opportunity
to transfer management costs of the educational object, measures of state support. And the state
body (local council) within the framework of its participation in the project contributes to the
development of intellectual capital of the private sector, reducing the one-time burden on the state
budget, and the possibility of accelerated implementation of the social project [8].

The study allows us to draw the following conclusions:

1. Thus, today in the educational system of Kazakhstan, more PPP projects are concluded
in comparison with other areas.

2. Along with this, the sectoral structure of PPP projects in the field of education is dominated
by pre-school education facilities and colleges on a contractual basis and on the basis of trust
management. Nevertheless, Kazakhstan can not yet brag about a large number of projects under
the PPP in the field of secondary education for the following reasons. This is due to the fact that
initially the partnership was aimed at eliminating the shortage of places in preschool education
organizations, and in subsequent years the government took measures to strengthen the role of
secondary technical education.

3. Uneven regional development in the application of the potential of PPPs in the field of
education.

4. Weak implementation of PPP mechanisms in secondary education projects, which is due
to the features of cooperation between business and the state in secondary education, which require
time and development. The task of the state is to accelerate this process by creating appropriate
conditions, implementing best international practices in national legislation.
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In general, to stimulate the active use of PPP mechanisms in educational projects, the
following measures should be taken:

1. Create additional preferences for private investment in the framework of the PPP project
for the construction of secondary schools with their further reconstruction. It is necessary to realize
that only by increasing the investment attractiveness of PPP projects, by which their effectiveness
can be achieved.

2. It is necessary to oblige local akimats to the active use of contractual forms of PPP. As
part of the Damu training programes, it is advisable to conduct a training cycle on the basics of PPP
in order to increase entrepreneurship literacy and their involvement in PPP projects.

3. Large PPP projects in the field of education must be initiated by the state by the Ministry
of Education and Science of the Republic of Kazakhstan. Such projects require very large
investments, so there is a need to attract foreign investment or loans from international banks.
Here the state can act as a guarantor of return on investment. In turn, the initiative to create
such projects should be preceded by a study of foreign experience in this area and discussion of
nuances with competent international experts. It should be noted that it is advisable to implement
such projects at the republican level, since only at this level can the state guarantee compensation
for foreign exchange losses, which is important for potential foreign investors.

The implementation of the proposed activities will contribute to increasing the investment
attractiveness of PPP projects in the field of education. Enhanced use of mechanisms of PPP in the
construction of schools and universities will unload the state budget for education, and a partial
solution to the problem of the lack of secondary schools, an improvement in the infrastructure of
universities, the establishment of interconnected activities of the educational process, university
science and business.
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9.K. Omip3akoBa
JLH. I'ymunes amvinoaewt Eypasus ynmmeix ynueepcumemi, Hyp-Cynman, Kazaxcman

Ka3axkcrannbiH 0u1iM Oepy cepacbiHIa MeMJIEKeTTIK-KeKe JPINTeCTIKTI JaMBbITY

Anparna. Makanana Kazakcranusig Oinim Oepy cdepacbiHiarbl xolanapaa MEMIICKETTIK-KeKe
OpINTECTIK TETIKTEPiH KOJAAHBLIYBIH TANJay KOHE OHbI OeJICeHipy OOMBIHIIA YCBIHBICTAP 93ipiiey OOJIbII
Tabbu1aabl. 3eprrey OapbichiHIa Oalikay, CUIaTTay, Tajaay KOHE CHHTE3 CUSIKTHI JKaJIbIFBUIBIMU dIiCTED,
COHBIMEH KaTap TaHBIMHBIH CaJIBICTBIPMAIIBIK, (POPMAaJIIbI-TIOTUKANBIK JKoHE T.0. 9icTepi KON AaHbIIFaH.

3epTTey/liH aKknaparThiK 0a3achkl petinje KasakcTanqarbl MEMIIEKETTIK-)KEKe opINTECTIK wKodalaphl-
HBIH iCKE acyblH Kajarajayra eKiIeTTi «MeMIIEKeTTIK-KeKe 9pINTECTIK OPTalbIFbD» JKYPri3eTiH peecTp
naiinanansuirad. OCel peecTple KOpPCEeTIIreH MAJiMETTEp/iH YJIKeH MAacCUBIHEH OiliM canachIHAAFbl
obanap OOMbIHIIA MOJIIMETTEP/i aBTOP ©31 IPIKTeI, ecenTereH XKoHe OJapFa MHTepIpeTaLus KacaFaH.
ABrop OinimM Oepy canachlHIarbl MEMJICKETTIK-)KEKe jK00anmap OOMBIHIIA aliMaKTBIK KOHE callaapajiblK
©3€KTi CaHIBIK KOPCETKIIITEPAl KOPCETIll, Tangay >KacaraH.

PecnyOnukanblk MaHbI3bI Oap jkobanapra Tangay Kyprisimin, Oara Oepinren. Kazakcran Pecrmy-
OnukachiHOarel OiTiM Oepy cdepachblHIAFbl MEMIICKETTIK-)KEKE OpINTeCTiK KoOalapblH iCKE achIpy
(dopmanapsl, KapKbUIaHABIPY KO3/epi jKoHe epeKIIeTiKTepl anblKTairad. biim Oepy canacblHIaFbl MEM-
JIEKETTIK-)KEKE OpINTECTIK >K00aIapbIHbIH WHBECTULMAIBIK TaPTHIMIBLUIABIFBIH apTTHIPY apKbUIBI KEKe
CEKTOP/bIH OJIapFa KaThICYbIH OCJICEHAIPY KOJIJaphl YChIHBIIFAH.

Tyiiin ce3mep: MeMIIEKETTIK-)KeKe opinTecTiK, OiiM Oepy, kobanap, KOHLECCHsI, CEHIMIEpIIiK
Oackapy.

A.K. Omyp3akoBa
Eepaszutickuii nayuonanvroii ynusepcumem um. JILH. ['ymunesa, Hyp-Cynman, Kazaxcman

Pa3BuTHe rocy1apcTBeHHO-4aCTHOI0 MAPTHEPCTBA
B c(epe odpazoBannsa Kazaxcrana

AnHoTanus. Llenbro cTaTby SIBIsSETCS aHAJIN3 NPUMEHEHUS MEXaHU3MOB roCyJapCTBEHHO-4aCTHO-
TO MapTHEPCTBA B poekTax cepsl oOpazoBanust KazaxcTana u BeIpaOOTKA MPEATIOKEHHH MO € aKTUBH-
3aumu. B mpouecce nccienoBanus ObTM MPUMEHEHBI TaKUe OOIICHAYYHBIC METOMBI UCCIIEIOBAHMS, KaK
HaOoIeHNe, ONMCaHue, aHAIN3 ¥ CHHTE3, & TAKXKE CPAaBHUTEIIbHBIN, (POPMaIbHO-TOTMYCCKUNA U APYTHe
MeToabl No3HaHus. B kauectBe nH(opMannoHHON 0a3bl McciaeJOBaHUS ObLI MCIOJIB30BaH pEECTp Mpo-
€KTOB IOCyJapCTBEHHO-4aCTHOIO MapTHEPCTBA, KOTOPHIN BeleTCs OJHOMMEHHBIM LleHTpoMm, ynoiaHomo-
YEHHBIM COIPOBOXK/IATh MPOEKTHI TOCYapCTBEHHO-4acTHOrO naptHepcTBa B Kazaxcrane. [Ipu atom co-
PTUPOBKA, pacyeT U MHTepHpeTauus ganHbiX o npoekram ['YII B cdepe oOpazoBaHus OCYIECTBISINCH
ABTOPOM CaMOCTOSITENILHO Ha OCHOBE OOJIBILIOr0 MaccuBa MPEICTaBICHHBIX JaHHBIX B peecTpe. B crarbe
NPOJEMOHCTPHPOBAHA U TIPOAHAIN3UPOBAHA aKTyallbHasl KOJIWYECTBEHHAs: MHPOPMAIHS IO POCKTaM To-
CyapCTBEHHO-4aCTHOTO MapTHEpcTBa B chepe obpazoBanus PecyOnuku Kazaxcran B perHoHaJIbHOM U
oTpaciieBoM paspesax. Kpome Toro, npoBejieH aHajau3 MPOEKTOB IOCYJapCTBEHHO-4aCTHOTO MapTHEPCTBA
B cepe oOpazoBaHus peclyOIUKaHCKOTO 3HAYCHHMs, JaHa UX Xapakrepuctuka. MccnenoBaHbl Gpopmbl,
MCTOYHHMKH (PMHAHCHPOBAHMS IPOEKTOB, ONIPEIEIICHbI 0COOCHHOCTH peaIn3allH IPOEKTOB rOCY1apCTBEH-
HO-4aCTHOTO MapTHepcTBa B cpepe oOpazoBanust Pecryonuku Kazaxcran. [IpeanoxeHs! My TH NOBBILICHUS
AKTUBHOCTH YaCTHOTO CEKTOPa B 33/ICHCTBUU B MPOEKTaX rOCYIapCTBEHHO-YaCTHOTO MAPTHEPCTBA B cepe
00pa3oBaHus MyTeM HOBBILICHUS KX HHBECTHLIMOHHON PUBIIECKATEILHOCTH.

KnroueBble ci10Ba: rocygapcTBEHHO-4aCTHOE MAapTHEPCTBO, 00pa3oBaHME, MPOEKTHI, KOHIIECCHS,
JIOBEPUTENILHOE yIpPaBJICHNUE.
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