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Abstract

Public private partnership represents such form of cooperation which is primarily directed to the
development of large public infrastructure projects or the provision of public services. Its major
characteristics are: long-term relationship based on partnership principles, optimal allocation of

project-related risks between public and private partners and private financing sources.

Participation of private sector in the implementation of public infrastructure projects has quite a
long history. While the practice counts centuries, the term — public private partnership has been
used since 1970, when neoliberalism ideas questioned relevance of Keynesian paradigm. This form
of partnership has experienced growing importance for the development of large infrastructure
projects not only in traditional fields, but also in the education, health-care and penitentiary
systems, especially on the background of limited public finances. United kingdom, Australia,
Canada, France are the countries, that have substantial experience of PPP projects and interest for

such partnerships has had a rising trend in the world.

A growing interest for the PPP projects can be explained in the first place by the increasing
demand for infrastructure projects and limited public finances to implement these projects. In
other words governments have insufficient funds to implement infrastructure projects, which are
critically important to incentivize and support economic development. Public private partnership
can be considered an effective alternative to realize such projects by means of private finance.
Although except for the obtaining private finance, PPP has other important advantages, some of
which are increasing efficiency of resource usage and introduction of knowledge and innovation

of private partners into the public sector.

There number of PPP models exists. They differ by the structure of the allocation of project risks
and functions between the partners, the level of private partner’s involvement in project financing
and other indicators. Each model has its strong and weak features and there is no any universal
recipe for the decision when each model can be applied. It can be decided on the basis of the

characteristics of each field, complexity of the project and other factors.



States play a vital role for the success of PPP program or individual projects. Political stability,
business and investment environment, political, legal and institutional framework, institutional
capacities, project preparation under scrutiny, transparent and fair tender procedures, effective
supervision on the project implementation are the key factors, which contribute to the successful

implementation of PPP projects.

State interest towards PPP projects has increased in Georgia, which can be certified by the fact
that political, legal and institutional frameworks has been developed and enacted. Except for that,
anew state agency has been created, key functions of which are identification of new PPP projects
and support development. Despite of the progress, there are certain challenges that should be

faced in an effective manner in order to achieve further development of the model.



