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ABSTRACT
The purpose of this work is to research the problems of financing large infrastructure projects in Russia and
abroad (on the example of China) and suggest ways to improve and develop financing in Russia. The tasks of
this work are as follows:
Consider the theoretical aspects of financing large infrastructure projects.
Make a solution of the problem distribution of project risks of infrastructure construction in Russia.
Identify the prospects for improving the Russian practice of financing infrastructure projects based on foreign
experience.
Explore and find the best financing option for major infrastructure projects.
Find new features of financial instruments in the Russian financial market that may create new condition for
infrastructure projects.
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subject — problems of financing large infrastructure projects in Russia and abroad (on the example of China).
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OPUTMHAJIbHASA CTATbA

MPuHaHcuMpoBaHUe KPYNMHbIX UHPPACTPYKTYPHbIX
NPOEKTOB: KUTAUCKUMU ONbIT U POCCUACKAsA
npakTuka

Erop KyponsiTHuk
AHHOTAUMA

MpeameT nccnenoBaHMs — KOMMIEKC BONPOCOB, CBSA3aHHbIX C GMHAHCMPOBAHMEM KPYMHbIX MHPPACTPYKTYPHbIX
npoekToB B Poccum 1 3a pybexoM (Ha npumepe Kutas)). OCHOBHas LeNb UCCIeA0BaAHUS: BbiSIBNEHWE NEPCreK-
TMB COBEPLUEHCTBOBAHMS POCCUMICKOM NPAKTUKM PUHAHCUMPOBAHMS MHDPACTPYKTYPHbIX MPOEKTOB Ha OCHOBE
3apy6exKHOro onbITa; MOMCK NyYlero BapMaHTa GUHAHCMPOBAHUA AN KPYMHbIX MHDPACTPYKTYPHbIX NPOEK-
TOB; BbISIB/IEHWE PUCKOB NPOEKTOB MHMPACTPYKTYPHOIO CTpouTENbCTBa B Poccmu; paspaboTtka TeopeTMyeckmx
acnekToB GMHAHCMPOBAHMSA KPYMHbIX MHDPACTPYKTYPHbIX MPOEKTOB; pa3paboTka pekoMeHAauuin no cosep-
LUEHCTBOBAHMUIO M Pa3BUTUIO 3TOMO BMAA PUHAHCMPOBAHMS B Poccum; MOMCK (UHAHCOBbLIX MHCTPYMEHTOB Ha
POCCUICKOM DMHAHCOBOM PbIHKE, KOTOpble MOTYT CO34aTb HOBbIE YCI0BMS AN MHDPACTPYKTYPHbIX NPOEKTOB.
B npouecce nccnenoBaHms 6biaM MCNOAb30BaHbI MHAYKLMS, BEAYKLUMS, aHANN3, CMHTE3, 0606LeHMe, OnMCaHne
n opyrue obLieHay4Hble MeToabl.
Kntouegoie cnosa: nHOpaCTpyKTypHbIE NPOEKTbl; KUTANCKWUIA OMbIT; POCCUNCKUI GUHAHCOBLIN PbIHOK; PUCKM
NPOEKTA; NOMUTUKA CaHKLNI
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Introduction

Infrastructure projects are beginning to become

one of the most important elements in the devel-
opment of the national economies of countries.
Unfortunately, over the past decade, a slowdown in

its growth rate has become a common feature for
all world economies. The economies of developed

countries often face the problem of “japanization”
or “age-old stagnation” — when there is a situa-
tion of slowing down the pace of economic devel-
opment in conditions of achieving results close to

zero interest rates. The growth rates of developing

economies show themselves in a similar way. They

were also slowed down. The main factor that influ-
ences this phenomenon was the deficit of the ag-
gregate demand of the world economy relative to

the aggregate supply (according to the IMF, from

1.5% to 2% of world GDP). Consequently, the im-
balance, through the imposition of sanctions, has

become important for developing economies to

fall in oil and commodity prices and a decrease in

trade. China, which has been the most powerful

driver of all economies over the past 10 years, is

experiencing a slowdown in the growth rate of the

national economy. As a result, today China is ex-
periencing the formation of the planned reform of
the model of economic development of the “Celes-
tial Empire”, where the main emphasis should be

placed on the development of domestic infrastruc-
ture and the domestic consumer market. The con-
struction of high-quality modern infrastructure

is urgently needed, first of all, by countries with

developing economies. According to the McKinsey
Global Institute, the needs of the world economy
in infrastructure investments in the period from

2020 to 2030 should amount to $ 57 trillion. Ac-
cording to OECD estimates, the annual demand for
investment in infrastructure is $ 3.7 trillion, while

about $ 2.7 trillion is invested. Thus, the invest-
ment deficit is $ 1 trillion. The problem of the defi-
cit in global infrastructure investment is complex,
which is due to relevance of the topic of work.

1. Theoretical Aspects of Financing Large
Infrastructure Projects

1.1. The essence and methods of
financing large investment projects
“Investment is the usage of financial resources for
further profit. Accordingly, an investor is the cur-

rent owner of funds (an individual or legal entity)

who is interested in investing them in a particu-
lar object. The essence of investments is identi-
fying the correct investment object, which in the

future will be able to bring income and increase

the invested capital” [1]. Investing allows for the

following as shown on Fig. 1.

Investment projects allow you to make a profit,
and for this it is rational to choose and invest in
different investment platforms, which are stud-
ied in detail and analysed from different aspects:
place of registration, term of work, financial condi-
tions,— are selected based on reviews and those
that actually pay.

“An investment project is the implementation
of investments that contribute to the implementa-
tion of an investment idea. Such investments must
be economically feasible and expedient, have a
certain period and predetermined volumes” [ibid].

An analysis of the demand for products, which
will be the result of the implementation of this
project, is necessarily carried out. The staff of the
enterprise are subject to mandatory assessment
and analysis. Is he available in sufficient numbers
and whether he has the necessary qualifications.
The main point is the assessment of the financial
stability of the enterprise.

Justifications are mandatory for state expertise.

The materials developed for the justification
can also be used by the customer for conducting
sociological research, polls, referendums. On their
basis, business plans for credit institutions are
developed. Justification is used when receiving
subsidies and various benefits.

The larger the volume of investments financed
in the project, the more detailed the justification
should be. The analysis of financing terms must be
thorough and comprehensive. The object of fund-
ing should also be critically analysed. The budget
of the investment project is compiled and evalu-
ated. It is necessary to clearly define the sources
of financing for the investment and construction
project and their structure. It is also necessary to
draw up a schedule for the receipt of funds.

There is also the concept of a feasibility study
for the implementation of a project, it is carried
out when the project requires significant capital
investments. This analysis is much deeper, it as-
sumes the presence of a large technical part in the
justifications, which provides the main technical
characteristics of the object, its parameters.
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Preserving capital against inflation;

\Z

Expanding the business using savings;

\Z

Acquiring new businesses for increased profit;

\Z

Increasing the financial literacy of the investor

Fig. 1. Scheme of financing large investment projects

Source: The author.

Content.

7

Executive summary of the investment project.

Z

Market review.
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analysis of the financial, manufacturing and HR potential of the enterprise

7

Forecasting the market dynamics

Z

Management and project teams

N

Estimating profitability and returns of the project

Z

Analyzing the potential risks

Fig. 2.9 main stages of an investment project

Source: Compiled by the author.

The costs that an investor needs to develop a
feasibility study range from 5 to 10% of the cost
of the entire project.

The resulting document should contain 9 main
sections, their title may vary, we offer the follow-
ing list, presented in Fig 2.

Of greatest interest from the point of view of
justification is the stage where it is necessary to
calculate the efficiency of investments for the
project.

The methodology for assessing the effective-
ness of investments contains the calculation of
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four main indicators: net present value, prof-
itability index, internal project efficiency and
payback period of the project. This methodology
makes it possible to assess the effectiveness of
investments taking into account the time factor,
that is, all cash flows received under the project
are discounted, that is, their value is given as of
the current date.

For projects that are less than a year old, simple
performance indicators are provided: a simple
rate of return on a project, a rate of return, and a
payback period.

An important component of assessing the ef-
fectiveness of investments is the commercial ef-
ficiency of the project.

For these purposes, the following formula is
used:

P=I/C, (1.1)

where P — is the level of profitability of the
project;

I — income from project implementation,;

C — project implementation costs.

The efficiency of the investment process is
based on effective cooperation in investment, to
substantiate such cooperation, the “Methodology
for assessing the economic efficiency of investing
in real estate” was created.

At the first stage, the cost per unit of housing
area should be clearly defined.

It is assessed using the estimated standards that
have been enacted in our country and are the basis
for calculating the estimated cost of construction.

Based on the cost of one square meter of typical
houses and having a conversion factor, the total
estimated cost of construction is determined:

Cr=C*K*K1*K2 (1.2)

C — estimated cost of 1 m?;

K — estimate conversion factor;

K1 — coefficient taking into account the mate-
rial of the outer walls:

K1=1 — for panel houses;

K1=1,25 — for serial brick houses;

K1=1,3 — for brick houses for atypical projects;

K2 — coefficient taking into account the cat-
egory of housing:

K2 =1 — for ordinary housing;

K2 = 1,25 — for houses with improved layout,
decoration.

Calculation of the construction cost for a po-
tential investor plays a significant role.

Ci=Cr*K3 (1.3)

K3 — coefficient taking into account the costs
of the investor

If the investor does not have enough own funds
to implement the project, then the cost is calcu-
lated taking into account the loan:

Cik = Ci*(1 + (B*R)) (1.4)

B — a value that determines the share of credit
resources from the total amount of capital in-
vestments. Practice shows that the share of credit
resources should not exceed 30%;

R — average annual lending rate.

Further, if the investor is interested in assess-
ing the level of standard income, the cost price is
recalculated again. Construction costs are very
high, so the investor is currently setting this level
at 35%.

After the final determination of the profitability
of the project, the shares of income are redistrib-
uted between the investor and the developer. The
types of investment projects are described below
in Table 1.

Investment projects are further divided into
the following categories which is presented below
in Figure 3.

It is strategically important to know what the
investments in investment projects in terms of
amounts are. These are small, medium, large. Small
investments do not always bring small profits and
too large ones more than those that are borrowed.

1.2. The concept of infrastructure projects
and the specifics of their financing
“Infrastructure project — creation/operation of
industrial/social infrastructure facilities neces-
sary to ensure the activities of the state and the
economy” [1].

The amount of funding for National Projects in
Russia is estimated at 25.7 trillion roubles until
2024. Of these funds, about 20 trillion roubles
should be directed to the development of infra-
structure, including 7 trillion roubles — private
investments, while there are no tools for delivering
investments to infrastructure. In the world, one of
the key mechanisms for the creation, reconstruc-
tion, and modernization of infrastructure facili-
ties are infrastructure funds managed by private
management companies.

Infrastructure funds can be categorized by type
into Exchange-Traded Fund (ETF), Open Mutual
Fund (OMF), and Private Equity Fund (PEF). Along
with classical asset management companies —
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Table 1
Types of investment projects

Type

Description

“Experts clarify that the maximum term of work is 12 months, while

Short-term
[2,p.256].

Mid-term

the project can work for even less, the main thing is that it pays money
profitably and stably. On average, such a project functions for 3-6 months”

“On average, this is a job for 1-2 years. Medium-term includes bank
deposits, business investments, work with mutual funds” [2, p. 256].

“These are investment projects that bring profit 5-7 years after the
investment, and for Moscow this is a typical option for investing in real

Long-term

estate. Some experts argue that the maximum return on investment should
not exceed 2 years. The basic principle of work: the client has a significant

period of time for the situation to be corrected in the direction of his
interests, or the main goal is gradually achieved” [2, p. 256].

Source: Compiled by the author.

money managers — a separate class of infrastruc-
ture management companies — Infrastructure As-
sets Manager — has emerged on the global market
over the past 10 years. Green funds are the trend of
the XXI century. According to experts, the number
of green infrastructure funds in the world exceeds
500, the total amount of assets is more than $ 200
billion. The total amount of capital attracted to the
infrastructure funds of the TOP-10 management
companies is $ 175.5 billion, the TOP-30 — $ 303.8
billion. The volume of the 10 largest deals with
the participation of infrastructure funds in 2019
exceeded $ 46 billion. The largest deal of 2019 was
the purchase of assets in the US telecommunica-
tions sector by EQT Infrastructure IV and Digital
Colony Partners in the amount of $ 14.3 billion [3].

The universe of infrastructure funds exists due
to the fact that this ecosystem contains important
institutions that monitor processes, collect infor-
mation, and assess risks. Systems of external rat-
ings, assessments, monitoring and measurements
are the basis for the existence of the universe of
infrastructure funds. There are a number of large
players on the Russian market, but they are not
enough to meet the current infrastructure financ-
ing needs. An institute for external evaluation of
infrastructure projects is developing in Russia. The
range of methodologies of Russian rating agencies
is expanding.

The implementation of national projects in Rus-
sia is estimated at 25.7 trillion roubles from 2019
to 2024, of which 5.7 trillion roubles are in the field
of human capital, 9.9 trillion roubles — a comfort-
able environment for life, 10.1 trillion — economic

growth. Of these, about 20 trillion roubles should
be directed to the development of infrastructure,
of which, according to the expert assessment of
NAKDI, it is necessary to attract 7.5 trillion roubles
of private investment. At the same time, when
speaking of a “private investor”, it is important to
clearly understand who it is about, because any
money of a private investor, be it a retail investor,
corporate or institutional, is regulated separately.

Each type of infrastructure investment requires
its own pipeline and machinery to deliver. The
expert community should take a proactive posi-
tion, formulate an understanding of what money
is waiting in the infrastructure. At the same time,
as a result of comparing the estimates of the needs
for investment in Russia’s infrastructure in terms
of national projects in Russia and the G20 ana-
lytical service for the Global Infrastructure Hub,
reduced to a single format (period and currency),
the difference between the estimates was about
1.5 times. The Global Infrastructure Hub estimates
the need for infrastructure investments in Russia
at $ 1.8 trillion from 2007 to 2040.

According to the Global Infrastructure Hub, the
need for financing infrastructure in the world is
estimated at $ 94 trillion by 2040. The analytical
service assessed the role of the capital market in
financing the infrastructure of 5 countries — the
Russian Federation, the USA, the United Kingdom,
Brazil, Korea and France. In particular, the avail-
ability of financial services is assessed as follows
(on a scale from 1 to 7): Russia — 4.4, USA — 6.2,
United Kingdom — 6.1, Brazil — 5.2, Korea — 4,
France — 3. Domestic credit to the private sector
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\

Aimed at creation, development and modernization of business

By type of participatio - direct; indirect. The investor (direct) defines the general
| trend, or a consultant, the fund manager (indirect).

By profitability - low, mid and high

\,

\,

By liquidity - low, mid, high, and illiquid

\,

By payback period - 1 month. 2-6 months. 6-12 months. Over 5 years.

\,

By nature of usage - primary; reinvestment; disinvestment.

| further usage.

Direct investment. Reinvesting capital and profit. Extracting part of the capital for

\

Investment territory - internal and external

\,

Companies and projects registered in domestic jurisdiction or abroad

By forms of ownership - private; governmental; mixed; foreign; mixed.

Fig. 3. Classification of investment projects

Source: Compiled by author.

in% of GDP is estimated as follows: Russia — 56.4,
USA — 190.4, United Kingdom — 134.5, Brazil —
67.9, Korea — 140.6, France — 95.7. Local equity
financing on a scale of 1 to 7: Russia 3.1, US 5.5,
United Kingdom 5.4, Brazil 3.4, Korea 3.9, France
4.7. Total value of shares in circulation in% of GDP:
Russia — 7.9, USA — 224.7, United Kingdom — 78.8,
Brazil — 26.7, Korea — 91, France — 41.3.

The cost of closed infrastructure transactions with
foreign capital,% of GDP: Russia — 0.7, USA — 0.3,
United Kingdom — 2.1, Brazil — 0.6, Korea — 0.1,
France — 0.6. These countries have different strate-
gies and scenarios, but there is a common feature in
all these countries except Russia — a positive answer
to the question “Do foreign or domestic institutional
investors invest in infrastructure, such as pension
funds or insurance companies?”

There are separate projects and cases in Rus-
sia, but no single market has been formed — the
market must have common rules and attributes.
In the world, the largest volume of investments in
infrastructure among institutional investors falls
on the sector of pension funds, in second place are
insurance companies, in third — sovereign funds.

In Russia, one of the main mechanisms for the
implementation of infrastructure projects with
the involvement of a private partner is conces-
sion agreements. According to NAKDI [4], as of
November 30, 2019, 268 concession projects are
being implemented in Russia with a total volume of
investment obligations of 1.87 trillion roubles. Of
these, 19 concession projects are financed through
bond issues with the attraction of funds from in-
stitutional investors. 11 issuers-concessionaires
carried out 33 issues of concession bonds for the
amount of 94.9 billion roubles.

The bulk of infrastructure financing occurs
without the participation of institutional in-
vestors. In world practice, infrastructure funds
are one of the main mechanisms for financing
infrastructure. Infrastructure funds can be cat-
egorized by type into exchange-traded funds
(ETFs), open-ended mutual funds (OMFs), and
closed-end investment funds or private equity
funds (PEFs). Infrastructure ETFs, with rare
exceptions, are automated funds. Stock indices
are used, which are created by several leading
analytical services.
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On their basis, the largest management com-
panies in the world presented investors with hun-
dreds of options for portfolios of securities, united
by industry or regional principle, according to the
level of capitalization or the generosity of the divi-
dend policy. As a rule, OMFs are actively managed,
and the index funds existing in this class do not
have infrastructure specialization. The benchmarks
are chosen as management benchmarks — either
the yield on government bonds, the behaviour
of indices, or the indicator specifically set by the
organizers of the fund as a percentage per annum.
PEF is, in fact, a project financing instrument that
is actively developing in the world. The mecha-
nism of closed infrastructure funds, which allows
distributing risks among several participants and
structuring a pool of projects for managing risk
portfolios, made it possible for long-term con-
servative investors to enter the infrastructure at
an early stage and claim higher profitability on
projects compared to the operational stage. If you
look at the investors in most large infrastructure
projects, the list will include infrastructure funds.
Also, consortia that organize financing of large
infrastructure projects, as a rule, contain infra-
structure funds inside.

As of the end of August 2019, according to NA-
KDI, there are: — 125 infrastructure ETF funds
with assets of about $ 55 billion. Among them
are funds founded by management companies
BlackRock, First Trust, Invesco Investment Man-
agement, Lyxor, Asset Management, State Street
Global Advisors,— 500 OMF funds with a volume
of about $ 212 billion, including funds founded
by management companies AMP Capital, Amundi,
First State Investments, Macquarie Infrastruc-
ture and Real Assets, Valu, Trac Inv Management
Limited, 1 All data on concession tenders and the
implementation of concession projects have been
prepared based on information from 1,500 private
funds with assets over $ 1 trillion, including funds
founded by management companies Macquarie
Infrastructure and Real Assets, Global Infrastruc-
ture Partners, Brookfield Asset Management, AMP
Capital, Allianz Group.

The constellation of private funds is actively
growing: in the market for a decade of development
of infrastructure investments through funds, a
separate group has already been formed, a separate
type of management companies, Infrastructure
Managers, along with classic Money Managers.

They stand out in a separate group with their TOP
lists, ratings, and so on.

In particular, TOP-10 management companies
in terms of capital raised to infrastructure funds
over 10 years, according to Preqin, attracted $ 175.5
billion, and the TOP-30 largest management com-
panies in the world — $ 303.8 billion. Information
and analytical service IPE, which monitors the
process the formation of a new type of managers,
in 2018 for the first time presented the TOP-75 of
the largest infrastructure management companies
in the world. According to the results of the second
rating, there was a trend towards a significant in-
crease in the average volume of transactions and
the consolidation of infrastructure funds. In the
market, in particular, two giants of the industry are
being formed with targeted fundraising of about
$ 20 billion each. Asset managers Brookfield Asset
Management and Global Infrastructure Partners
expect to break both market records and their own
accomplishments.

The FTSE Infrastructure Indexes are calculated
by the British analytical company FTSE Russell,
part of the FTSE Group, jointly owned by the Fi-
nancial Times and the London Stock Exchange.
The indices, based on stocks of companies in the
basic infrastructure industries, include stocks of
public companies in both developed and emerging
markets, which generate 65% of their revenues
from ownership of infrastructure assets.

The FTSE series consists of nine indices covering
six infrastructure subsectors: telecommunications,
energy, transportation, transportation, communi-
cations, materials and engineering. The indices
track over 800 stocks from over 40 developed and
emerging markets, including basic infrastructure
and infrastructure-related sectors, allowing inves-
tors to tailor risk based on their investment goals
and risk appetite. Infrastructure indexes MSCI are
calculated by the international company Morgan
Stanley Capital International (MSCI), which is
owned by the American investment bank Morgan
Stanley. All components of the index are classified
in one of thirteen sub-sectors in accordance with
the Global Industry Classification Standard, which
are grouped into five key infrastructure sectors:
telecommunications, utilities, energy, transport,
and social infrastructure. Along with global and
regional indices (Europe, Asia), the MSCI line in-
cludes infrastructural indices of individual coun-
tries — the USA, Japan, India, etc. [4].
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S&P Infrastructure Indices are developed by one
of the world’s largest providers of indices and ana-
lytics — S&P Dow Jones Indices. The company has
developed several real asset indices reflecting the
value of stocks and fixed income companies in the
energy, transportation, utilities and telecommu-
nications industries. Dow Jones Brookfield Global
Infrastructure Broad Market Corporate Bond In-
dex, which tracks the exchange value of corporate
bonds, is one of the largest indices in infrastructure
with a portfolio of about 1.2 thousand companies.
A distinctive feature of the infrastructure indices
of the S&P family is the relatively high share of
securities of the utilities sector — from 30% to
51%. The Morningstar Sustainability Rating al-
lows investors to assess the extent to which the
companies in the fund’s portfolio are managing
environmental, social and governance factors. The
approach allows us to identify sustainable funds,
even if they do not position themselves as products
that support the ESG-investing approach.

For investors, the most valuable source for mak-
ing decisions on projects is Databases, in which
disparate information is unified and structured
into formats that are convenient for analysis. The
historical accumulation of information is espe-
cially valuable for rating agencies and analytical
structures that develop and administer indices,
benchmarks and other indicators. Among the
information and analytical services on the in-
frastructure funds market, there are: ETF data-
base, Preqin, Bloomberg, Infrastructure Investor,
IPE (Investment & Pensions Europe), IJGlobal,
Morningstar. They structure, bring together in a
single database, translate the entire infrastructure
market into the language of analytical products.
Products and information collected in databases
allow investors to assess the prospects and risks
of investing in certain assets.

According to NAKDI estimates, NPFs in Russia
will be ready to purchase shares of “infrastructure
funds” (in the amount of no more than 5% of assets
for each unit investment fund) using pension re-
serves and pension savings in the event that more
than 80% of the mutual fund are bonds or financial
liabilities (loans, deposits) having an acceptable
rating level from an authorized rating agency. In
addition, in order to attract NPF funds and increase
the reliability of pension investments, it is neces-
sary to organize the work of infrastructure funds
on the principles of “capital call”, which provide

for the presence of the investor’s obligations to
make the next instalment on demand under the
previously concluded agreement. Thanks to this
scheme, the fund does not have a problem of what
to do with unplaced funds, and the money is not
frozen.

The most popular way of financing large infra-
structure projects — public-private partnership
(PPP) — is a form of cooperation between the state
and business, based on pooling resources and dis-
tributing risks in order to create infrastructure or
provide services to the population.

The relevance of PPP is the ability, even in tough
conditions of budget financing, to implement im-
portant public projects in a short time, as well as
to increase the efficiency of such projects through
more mobile and innovative private business.

Indicators for the implementation of PPP in
the Russian Federation in 2020:

At the beginning 2021, almost 3.1 thousand
concession agreements in force of completed upon
expiration

The total volume of investment liabilities is
over 1.7 trillion roubles

Of which 1.2 trillion roubles (over 70%) — are
off-budget investments

One third of concession agreements at the ini-
tial stage (design or construction), this is 61% of
the total investment obligations

Investment liabilities account for only 1.6% of
Russia”’s GDP in 2019 (for comparison, in the UK
6.6%, in Australia and New Zealand — 6.9%, in
Canada — 8.1% of GDP)

Concession agreements are used to attract in-
vestment in infrastructure in 81 out of 85 constitu-
ent entities of the Russian Federation

10 leading regions signed over 100 concession
agreements

42% of investments within the framework of
federal concessions, of which 96% — in transport
infrastructure

94% of concessions are concluded at the mu-
nicipal level, of which 93% are in housing and
communal services

32 major agreements with investments over 10
billion roubles

93 agreements with an investment volume of
1-10 billion roubles

The average term of a concession agreement is
12 years, in the transport sector — 21 years, in the
social sector — 22 years [5].

63



Review of Business and Economics Studies

r N
Interaction of two parties— representatives of the government and business.
) EEEEEEEEEEE——————————————————————————
.. Y
Legal support of the project: servicing contracts, construction contracts,

management contracts, lease agreements, concession etc., as well as
combinations of these.

S S————_
...
Parties interact on terms of equality

| EEEEE———————————————————————————————
-/

The goal of partnership is always public and has social impact
~—

.../

In the process of cooperation, the goals and recources of the parties are
combines

| —S—S—S—S—S—S— ——————————
.../

L

Both the financial risks and the profits are distributed between the parties
according to the pre-determined conditions

Fig. 4. Economic indicators of public-private partnerships

Source: Compiled by the author.

Economic indicators of public-private partner-
ships are presented in Fig. 4.

Problems of PPP Projects Implementation in
Domestic Conditions are presented in Figure 5.

In Russia, 2769 projects worth 722 billion
roubles are being implemented in the commu-
nal sector, and they are concentrated mainly in
municipalities.

According to the level of development of the
sphere of public-private partnership for 2020, in
the top ten Samara region, Moscow, Moscow and
Nizhny Novgorod regions, Perm Territory, Khan-
ty-Mansi Autonomous Yugra Region, Sverdlovsk,
Tambov, Irkutsk, Novosibirsk regions.

1.3. Problems of financing large investment
projects at the present stage in the context
of a pandemic

The Covid-19 crisis has significantly suppressed
global economic activity. In 2020 alone, euro-
zone GDP dropped by 7.5%, while average global
GDP showed a 4.5% contraction (OECD, 2020).
Many governments have stepped in to cushion

the impact on households and business. Much
of the spending has been to ensure businesses
are still viable once authorities can safely remove
the restrictions imposed on social and economic
activity to limit the spread of the virus. This will
enable activity to bounce back but full economic
recovery will require additional stimulus. Infra-
structure investment is one path to achieve this
and is widely regarded as an effective way to spur
economic activity.

Infrastructure projects can become one of the
economic victims of the pandemic — many of
them can be rehabilitated. Reducing costs due
to infrastructure looks logical: why start another
megaproject, the payback of which will stretch
for many years, if it can be postponed to a more
favourable period, and the funds can be spent on
patching holes in the budget? Moreover, not only
the coronavirus, but also the strongest drop in oil
prices has dealt a blow to government revenues.

“According to the forecast of the Ministry of
Finance, the budget deficit in 2021 will be about
4% of GDP, experts say about 7%. The recession will
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Most large PPP projects are only feasible with support at the highest administrative level

\Z

Corruption. Need for transparency and equitable access to all willing participants.

NI
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Fig. 5. Problems of PPP Projects Implementation in Domestic Conditions

Source: Compiled by the author.

be accompanied by an increase in unemployment,
inflation and bankruptcies of small and medium-
sized enterprises, a decrease in real incomes of the
population. more effective methods than cutting
infrastructure spending Large countries, both in
the past and now, in the fight against the crisis, are
betting on the accelerated development of public
infrastructure — both at the expense of the budget
and at the expense of private investment, reserves
are unpacked, business funds are attracted on the
principles of public-private partnership (PPP). And
this, as practice shows, not only does not worsen
the state of the economy, but, on the contrary,
helps to move faster from recession to growth”.

“In response to the global crisis of 2008, China
allocated $ 586 billion (or 12% of GDP) for the devel-
opment of transport infrastructure and projects in
housing and communal services, ecology and energy.
This allowed a return to GDP growth of almost 9% in
2009. In 2008, India attracted more than $ 13 billion
through government bonds and loans from interna-
tional financial institutions and used these funds
to finance concessional lending for infrastructure
projects and subsidize interest rates for loans for PPP.
The measures taken allowed the Indian economy to
achieve GDP growth of almost 9% as well” [5].

And now some countries have decided to over-
come the consequences of the pandemic crisis in
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projects, unfit conditions for
collective investments
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knowledge and experience to invest
in infrastructure, regulatory barriers,

portfolio concentration risks.

Fig. 6. Barriers to Investment in Infrastructure Projects

Source: Compiled by the author.

the same way. China will allocate 7.6 trillion yuan
(or over $ 1 trillion) from the budget to support
infrastructure projects by the end of the year; Bra-
zil will support projects in the transport sector for
more than $ 5 billion; The US is ready to inject an
additional $ 2 trillion into infrastructure alone.

“Fundamental support measures are needed —
co-financing from the state, load guarantees, long-
term project financing. We also need systemic
changes that would increase investor confidence in
the state. Conceptual revision of the entire budget
planning system and reorientation of part of na-
tional projects to attract private investment on a
return basis, i.e., changing the rules of the game,
taking into account the current realities. Now, in
most national projects, expenses go through the
classic state order, although it would be quite pos-
sible to organize a PPP” [6].

The barriers to investment in infrastructure
projects can be divided into supply and demand
barriers as shown in Figure 6.

The above barriers meaning an infrastructure
investment are difficult to overcome, especially for
investors in emerging markets with low liquidity
and high financial risks.

Therefore, this chapter considers the various
definitions of infrastructural project financing,
as well as assesses the various specifics of large
investment projects in general. A detailed rea-

soning for economic and financial cooperation in
financing large investment projects is considered,
and a detailed literature review of domestic and in-
ternational experience in this regard is conducted.

The notion of Public-Private Partnership (PPP)
is deeply discussed in various aspects, and special
attention is payed to the problems of implement-
ing such public-private cooperation initiatives in
the domestic domain. It is noted that fundamental
support measures are needed for the PPP sector
to further develop in domestic and international.
The proposed measures for such improvements
are market co-financing from the state, load guar-
antees, long-term project financing.

Various barriers to large-scale investment and
infrastructure projects both on the supply and
demand sides are assessed, among which are ack
of fitting projects, lack of homogeneity in projects,
reputational risks, government policy uncertainty
in relation to infrastructural projects, as well as
investors lacking resources to participate in large-
scale projects and unfit conditions for collective
investments are pointed out.

The projects that are most likely to deliver the
required economic stimulus are those already in
the pipeline, with cleared planning and environ-
mental approvals, awaiting only funding. Mainte-
nance backlogs in particular are suitable targets.
Attempts to bypass consultation and approval

66

rbes.fa.ru



Egor Kuropyatnik

processes for less advanced projects can be highly
counterproductive, resulting in legal challenges
and lengthy delays. New mega-projects cannot
be expected to deliver anything in the timescale
required. The necessary critical investment mass
should be achieved by a large volume of smaller
projects that can be initiated quickly, including
maintenance projects. Distributing funds to lo-
cal authorities for disbursement can enhance the
speed of project delivery. The infrastructure stimu-
lus should be publicly financed: making PPPs a
major part of a stimulus package would be coun-
terproductive. Finally, project selection should also
take careful account of long-term policy priorities,
especially addressing social equity, decarbonisa-
tion and the resilience of transport systems.

2. China’s Experience in Financing Large
Infrastructure Projects

2.1. Features of the financial and economic
systems of China and the countries involved
Consider the model of the PRC’s economic devel-
opment under Deng Xiaoping.

“Deng Xiaoping died in China on February 19,
1997. The man who, in just a few years, turned
China from a poor country that knew first hand
about hunger, into one of the world’s economic
leaders. In terms of his historical significance, he
is perhaps slightly inferior to his predecessor, Mao
Zedong, nevertheless, he can confidently be called
one of the main politicians in the history of the
twentieth century” [7].

“Deng Wengming was born in 1904 in a small
village in a fairly well-to-do family. His parents
were strong middle peasants, and his father, more-
over, had a university education. Therefore, from
childhood, he strove to orient his son to study.
Deng studied at one of the best schools in the
province. he changed his surname Wengming to
Xixian. The surname Xiaoping, by which he became
known to the whole world, is actually a nickname
that he adopted as an adult. Literally it translates
as “small bottle”. His height was indeed quite small,
just above 150 centimeters)” [8].

After studying at school, he managed to get into
the student study program in France. Together with
a group of Chinese students, he left for Europe.
Although Dan’s parents were not poor people, they
could not fully support him in Europe, and he had
to earn money. The future Chinese leader had a

chance to work as a worker at the Renault plant
and as a waiter.

“At the same time, together with other students
from Asian countries, he fell under the influence
of leftist ideas. Many students from Asia studied
in France, and many of them were infected with
communist ideas. There he met with Zhou Enlai,
one of the most influential Chinese communists
in the future and the only person who had a lot
of influence on Mao who did not like to listen
to anyone. Under the influence of his comrades,
Deng joined the newly formed Chinese Communist
Party, which at that time had only a few hundred
members. He spent seven years in France. The
reasons for leaving the country have not yet been
unequivocally established. According to one ver-
sion, the French police became interested in him,
according to the other, he was invited to study in
Moscow” [9].

Let us present the main points of the success of
the economic model laid down by Deng Xiaoping:

“Throughout his career, Deng Xiaoping has con-
sistently and firmly insisted that the Chinese Com-
munist Party should lead the policy of reform and
opening up. This principle has been and remains
a framework for reforming Chinese statehood
today, guaranteeing Deng Xiaoping the position
of one of the founding fathers.” modern Chinese
state. China is an extraordinary country in many
respects. It combines such seemingly incongru-
ous features as adherence to ancient traditions
and communist ideology. Features of the Chinese
economy allowed this country to break out among
the states with great prospects” [10].

This country can be called one of the oldest
states in the world. It occupies an area second
only to the Russian Federation and Canada, equal
to 9.572 million square meters. km. The Chinese
are the largest nation on Earth, with a population
of over 1 billion. In view of the shortage of fertile
land, all even inconvenient areas are used for the
needs of the population.

Since ancient times, the Chinese state has
developed under the influence of Buddhist phi-
losophy and Confucianism. Many principles laid
down by Confucius himself are strictly observed
today. It is safe to say that it was they who in-
fluenced the peculiarities of the development
of the Chinese economy. This distinguishes
this state from other Asian countries. The main
differences include:
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Ability to absorb the positive experience of other
countries, adapt to new times

Simultaneously observance of religious and
cultural traditions

Placement of the state at the head of the entire
system, active participation of the people in its life

Using socialist norms to bring the country to
the top

Strict control over the elements of power, con-
stant checks to ensure compliance with the rules

Taking care of nature in order to protect and
preserve it.

The peculiarities of China’s economic develop-
ment at the present stage have made it possible
to achieve GDP equal to 1 trillion. dollars, which
significantly exceeds Russia’s GDP. At the same
time, GDP per unit of population is much less
than in our country. Thanks to its large reserves
of minerals, China is a major industrial center.

In addition, agriculture is significantly devel-
oped in this country. China can be called one of the
main producers of silk and other textile products.
All these achievements took place under the sign of
socialism, so the country’s economy is somewhat
different from similar ones in other countries. As a
result of the combination of all of the above factors,
the Chinese economy has acquired peculiar fea-
tures. The peculiarities of China’s mixed economy
are such that the state actively participates in the

economy, by about 60%. Apart from the state, pri-
vate capital plays an important role in the economy.
For China to play the role of world leader, it needs
the internationalization of the yuan, and for that
it needs deep financial markets.

2.2. Description of the main methods of
financing infrastructure projects abroad
Beijing recently authorized large infrastructure
projects to include special bonds issued by pro-
vincial governments as part of project capital,
which can then be used to secure bank loans that
will cover railways, highways, and energy and gas
projects, among others.

China is shifting its focus to infrastructure in-
vestment, abandoning the corporate tax-cutting
approach that the government has favored in pre-
vious years.

The country does not expect significant further
tax cuts in 2021, although the effect of the tax cuts
will continue this year. In 2021, infrastructure
will be the “key beneficiary” of fiscal policy. This
change is necessary because tax cuts have a weaker
multiplier effect in stimulating economic growth
than direct government spending.

China to invest $ 114 billion in railways in 2021.
China approves a number of infrastructure pro-
jects to stimulate growth China will intensify local
government bonds to support the economy The
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Chinese government announced this month that
it has achieved its target of tax cuts for businesses
and households by more than 2 trillion yuan ($ 288
billion) in 2020, boosting economic growth by
about 0.8 percentage points. For instance, railway
infrastructural investments in China for 2020-2021
are presented below in Figure 7.

However, growth in corporate profits and in-
vestment in manufacturing has not improved sig-
nificantly, raising doubts about the effectiveness
of the measures taken. The world’s second larg-
est economy has faced downward pressure amid
weakening investment and consumption and a
trade conflict with the United States.

In the first quarter of 2020, China’s GDP grew
by 6.4%, in the second quarter — by 6.2%, in the
third quarter — by 6%, at the lowest rate since
1992. The Chinese GDP trend is presented below
in Figure 8.

In November, the Chinese authorities moved 1
trillion yuan from the 2021 local government spe-
cial bond quota to 2020 to stimulate the economy.
The PRC Ministry of Finance said local govern-
ments should ensure that special purpose bonds
used to finance infrastructure projects are issued
and used as early as possible.

Meanwhile, China will take a focused approach
to increasing investment and will not resort to

massive incentives to develop infrastructure. Chi-
na’s investment in infrastructure projects in 2021
is likely to increase by 5% over the previous year.

The PRC expects more active financing of pro-
jects with the help of funds attracted by local au-
thorities through the placement of special bonds,
since part of the money raised last year will be
used this year.

Investment in 2021 will focus on urbanization,
environmental protection and transport infra-
structure projects.

In 2021, China will increase investment in in-
frastructure.

China’s investment in fixed assets in the trans-
port sector skyrocketed in the first two months of
2021. According to the PRC Ministry of Transport,
the total investment reached 271.7 billion yuan
(about $ 40.44 billion), an increase of 8%.

RMB 191.1 billion was invested in road con-
struction, up 4.9%. The fastest growth rates of
investments — 27.2% — were recorded in the field
of waterways.

During the next five-year plan, China is plan-
ning huge financial investments in the national
technological infrastructure. Until 2025, about
$ 1.6 trillion will be invested in infrastructure. The
money will go to the development of 5G networks,
charging stations for electric vehicles, Al and other
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innovations that will help develop the economy,
science and technology in China.

According to the Chinese Academy of Informa-
tion and Communication Technology, technology
infrastructure spending will account for approxi-
mately 10% of the country’s total social infra-
structure spending. In light of the global spending
on IT infrastructure, Chinese investments also
appear to be sub-record. So, according to Gartner
forecasts, for example, this year alone, the entire
world will spend $ 3.75 trillion on technological
infrastructure, while China will divide $ 1.6 tril-
lion over five years.

Nevertheless, a spurt in investment in China
will still occur, as annual investment in IT infra-
structure will double compared to the costs in the
previous five-year period. And it will bear fruit.
However, the Chinese authorities are aware that US
sanctions may interfere in something and some-
where. To counter the threats, an import substi-
tution program has been proposed, but whether
it will help or not to say today is very premature.

Returning to the “new infrastructure initiative”
that is starting to be implemented in China this
year, we note that it is divided into seven main sec-
tors: 5G communications, charging equipment for
new energy vehicles, including hydrogen stations,
data centers, Al, ultra-high voltage transmission
lines to provide efficient energy supply with high
capacity, high-speed long-distance rail networks
and the development of industrial Internet for
connected factories.

“China’s new policy could add $ 13 billion to
$ 19 billion in project capital from the issuance of
special bonds, and while the country has pledged
that the use of earmarked bond proceeds for pro-
ject capital will be closely monitored, it remains a
serious risk. This is because this debt is ultimately
the responsibility of the government, even if it is
classified as project capital. Engineering experts
expect that, with the new stimulus measure, the
leverage ratio of local governments will rise to 3%
from 2018 levels, reaching 23% of GDP by 2020,
and with that, it looks like China will again go on
its old paths of accumulating debt and increasing
its risk” [9].

From an econometric point of view, a panel re-
gression with fixed effects is suitable for studying
the dependence of the level of investment in PPPs
in the fields of energy and transport.

Thus, the model is initially defined:

2

Inv_T, =By +B,GNI,, +B,FDI;, +

+B,g_debt, +B,p_debt, +a +a. +¢, @)

Inv_E, =B,+B,GNI, +B,FDI, +

+B;g_debt, +B,p_debt, +a +a. +¢, )

where,

B, —is a constant

GNI, — is gross national income (current US$)

FDI,, — is foreign direct investment, net (BoP,
current US$)

g _debt, — is external debt stocks, public and
publicly guaranteed (PPG) (DOD, current US$)

p_ debt, — is external debt stocks, private non-
guaranteed (PNG) (DOD, current US$)

a, — time fixed affect

a, — country’s fixed affect

g, — error

Regression was conducted on the 12 countries
for which a sufficient number of values of the vari-
able under study were presented in the database
of World Bank: Turkey, Peru, Philippines, Russia,
Malaysia, Mexico, India, Ecuador, Columbia, China,
Brazil, Argentina.

All countries are correct comparisons to Russia
and China, as they belong to the group of develop-
ing countries. In energy sector, which is presented
in Table 2 the panel regression according to all
countries results have shown that a higher level of
PPP investment is associated with a higher level
of private sector external debt.

In my opinion, this may be due to the fact that
the private sector takes additional loans. If we
take only China, no significant relationships were
found in energy sector.

The transport sector analysis which is presented
in Table 3 also has shown us that a higher level of
PPP investment is associated with a higher level
of private sector external debt. Moreover, we can
consider here and only China’s data, the panel
regression showed that a higher level of PPP in-
vestment is associated with a higher level of public
sector external debt.

As I can suggest, the state similarly takes out
additional loans, as in the case above, or the state
is so accredited that it prefers to invest in infra-
structure projects in partnership with the private
sector.

It all depends on the government’s policy. Each
year can be different. If the economy has to be
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Table 2
PPP volume investments in energy
All countries  All countries  All countries  All countries  All countries China only
GNI 0.0003** 0.00002 -0.001*** -0.001*** -0.001*** -0.0001
(0.0001) (0.0002) (0.0002) (0.0003) (0.0003) (0.001)
FDI -0.027* -0.030*** -0.025* -0.010 0.001
(0.011) (0.010) (0.011) (0.011) (0.011)
g_debt -0.007 -0.023* -0.011 0.0001
(0.006) (0.009) (0.011) (0.016)
p_debt 0.035** 0.033** 0.032* 0.003
(0.005) (0.007) (0.007) (0.019)
Constant 2,032.788"*  1,855.595*** 1,160.549** 2,033.512* -1,731.708 1,923.681
(308.420) (312.947) (478.292) (946.954) (2,766.112) (1,313.196)
F|>_<ecdoﬁ1:5 ;ts No No No Yes Yes Yes
Fixed effects No No No No Yes Yes
- Year
Observations 239 239 219 219 219 26
R? 0.024 0.050 0.254 0.366 0.489 0.028
Adjusted R? 0.020 0.042 0.240 0.326 0.371 -0.157
Residual Std.  4,224.177 4,177.056 3,855.390 3,631.423 3,508.252 1,404.879
Error (df = 237) (df = 236) (df = 214) (df = 205) (df =177) (df = 21)
F Statistic 5.891* 6.201%** 18.228** 9.107*** 4,134 0.152
(df =1; 237) (df = 2; 236) (df = 4; 214) (df=13;205) (df=41;177) (df=4;21)

Note: "p<0.1; “p<0.05; ""p<0.01

Dependent variable: PPP investment in energy.

supported this year, the state will prefer to spend
money on it and will then ask the private sector
to invest in it. A similar analysis would have been
made for Russia, but no significant results were
found, due to the limitations of the Data set.

China is investing heavily in the development of
education. In 2020, 178 billion yuan was invested
in the development of the education sector, which
is 15% more than in 2019. Basically, all projects
are implemented through PPP. Private investments
account for about 63% of expenditures, 47% are
financed from public funds. This experience should
be adopted in our country as well.

We can further extend our analysis and assess
another rather curious relation. It is mostly ac-
cepted in economic literature that infrastructural
investments lead to an increase in labor productiv-
ity. Hence, one would expect that this is the case
for China as well.

For this hypothesis, we will use the OECD
data on infrastructural investments in China, in
EUR [11], as well as the labor productivity data
provided by the ILO and measured as output

per worker (GDP constant 2011 international
$ in PPP) [12].

Granger causality is a rather convenient econo-
metric tool for this hypothesis. Formally, it is set
up as two equations of the following format:

Y(t)=ay+ay,_ +..4a,y,_,+bx_ +..+bx_, +g

X(t)zco HOX ke X, Y et d Y Y,

Where p is the lag, which we assume to be 1
for the sake of simplicity. We then have to use
an F-test to test the following hypotheses for the
statistical significance of coefficient significance:

H):b=..=b=0

p
Hy:d=..=d, =0

Within this econometric framework, we attempt
to test the notion of whether the infrastructure
investment has a statistically significant impact
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Table 3
PPP volume investments in transport
All countries  All countries  All countries  All countries  All countries China only
GNI 0.001*** 0.001*** -0.0002 -0.0003 -0.0004 -0.0001
(0.0001) (0.0002) (0.0003) (0.0004) (0.0004) (0.001)
FDI 0.002 -0.002 -0.003 0.009 0.005
(0.013) (0.012) (0.014) (0.016) (0.022)
g_debt -0.009 -0.013 -0.008 0.129*
(0.007) (0.011) (0.015) (0.030)
p_debt 0.035™* 0.038* 0.040™* -0.010
(0.006) (0.009) (0.011) (0.039)
Constant 1,499.598*** 1,514.554** 862.332 918.563 644.369 -9,187.167***
(368.307) (385.711) (592.495) (1,383.602) (3,551.811) (2,589.445)
Fixed effects No No No Yes Yes Yes
- Country
Fixed effects No No No No Yes Yes
- Year
Observations 215 215 196 196 196 27
R2 0.165 0.166 0.301 0.311 0.378 0.787
Adjusted R? 0.162 0.158 0.287 0.262 0.212 0.748
Residual Std. 4,798.309 4,809.409 4,612.236 4,691.131 4,847.132 3,181.124
Error (df = 213) (df = 212) (df = 191) (df = 182) (df = 154) (df = 22)
F Statistic 42226 21.025** 20.601*** 6.330"** 2282 20.310**
(df = 1; 213) (df = 2; 212) (df =4;191) (df=13;182) (df=41;154) (df=4;22)

Note: “p<0.1; “p<0.05; ""p<0.01

Dependent variable: PPP investments in transport.

on labour productivity, i.e., if infrastructure in-
vestments “Granger cause” increases in labour
productivity.

Having completed the above procedure in R us-
ing the “Imtest” package, we obtain a probability
value p=0.0419, which suggests acceptable statisti-
cal significance.

While the analysis is quite obviously superficial
and lacks econometric depth, it can still be a hint of
importance of infrastructural incentives in terms
of macroeconomic growth and long-term stability,
even in major economies such as China.

2.3. Impact of the pandemic on the
implementation and financing of
infrastructure projects in China

The COVID-19 pandemic has negatively affected
the implementation of about 60% of the projects
of China’s Belt and Road Initiative.

The pandemic seriously affected 20% of projects,
another 40% were affected in one way or another.
The remaining 40% are carried out as usual and
are practically not affected.

Beijing is making active efforts to preserve in-
ternational supplies and maintain close contacts

with all economic partners. The Chinese govern-
ment is interested in long-term cross-border pro-
jects and will make active efforts to promote them.
Some projects have slowed down, but none have

been abandoned.

According to official statistics, China’s direct
investment abroad from January to May amounted
to 296.2 billion yuan ($ 42.2 billion), down 1.6%
year on year. At the same time, Chinese capital
investment in the economies of the Belt and Road
countries continued to show growth, having in-
creased by 16% in five months on an annualized
basis, to $ 6.53 billion.

The Belt and Road Initiative is a concept pro-
posed in 2013 by Chinese President Xi Jinping with
the aim of activating international multilateral
trade and investment projects with the participa-
tion of as many countries as possible and the use
of Chinese and foreign capital. More than 150
countries and international organizations have
already joined it.

The general concept of the Belt and Road Initia-
tive is presented below in Figure 9.

The unexpected coronavirus pandemic has
driven the global economy into a deep recession.
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As an important part of business cooperation
between Russia and China, trade and economic
cooperation between the Far East and China also
faces unprecedented difficulties.

“At present, the movement of people between the
Far East and China is largely suspended. This has
directly sent the tourism industry between the Far
East and China into a state of shock. Vladivostok
ranks third after Moscow and St. Petersburg in the
tourist destination in Russia for Chinese tourists,
the number of which last year amounted to almost
400 thousand. And today we do not see Chinese
tourists, sightseeing, as in previous years during
this period. Freight traffic through road crossings
between the Far East and China is still working, but
the throughput of freight transport through the
checkpoints “Pogranichny-Suifenhe”, “Poltavka-
Dongning”, “Kraskino-Hunchun” is only 30-40 cars
per day in one direction, which is significantly less
compared to the period before the pandemic” [13].

Strict anti-epidemic measures and a blow to
the economy led to a decrease in demand in the
markets of the Far East and China. Some com-
panies with Chinese capital in the Far East have
encountered difficulties in their activities.

“The serious impact of the pandemic on eco-
nomic cooperation between the Far East and China
is directly reflected in the decline in bilateral for-

eign trade. According to Russian customs data,
the total foreign trade of the Far East in the first
quarter of this year amounted to about 7.315 bil-
lion US dollars, which is compared to the same
period last year. 13.23% lower; imports amounted
to about USD 1.564 billion, up 3.23%, and exports
amounted to about USD 5.751 billion, down 16.83%.
China amounted to about US $ 1.898 billion, down
20.52%, the volume of imports from China was
about US $ 693 million, down 20.16%, the volume
of exports to China was about US $ 1.205 billion,
which lower by 20.72%” [ibid.].

“During the same period, the total volume of
imports and exports in the Primorsky Territory
amounted to 1.778 billion US dollars, up 2.3%.
Including the total volume of exports amounted
to 771 million US dollars, down 1.15%; imports
amounted to US $ 1.007 billion, up 5.51%. The
total trade volume of Primorsky Krai with China
amounted to US $ 896 million, down 11.02% year-
on-year. exports to China amounted to USD 400
million, up 1.52%; imports from China amounted
to USD 496 million, down 19.09%. China is a major
trading partner of Primorsky Territory, accounting
for 50.6% of the total foreign trade of Primorsky
Territory for the same period”.

However, the impact of the pandemic is a ran-
dom external factor, and the main provisions of
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economic cooperation between the Far East and
China have not changed. As the pandemic softens
and its possible completion, the economic coopera-
tion of the Far East with China will quickly rebound
from the bottom, make a V-shaped rebound and
start a new life.

“China and Russia are the largest economies in
the world and will resume production at the mo-
ment or in the near future, which will lay a solid
foundation for the restoration and development of
economic cooperation between the Far East and
China. China was the first in the world to emerge
from the pandemic and resume production at full
speed. Recently, Russia also developed a plan for
economic recovery. It is planned to spend about
5 trillion roubles on economic recovery in three
stages over two years. Despite the serious conse-
quences of the pandemic, China is still the second
largest trading partner in the Far East, the larg-
est source of foreign investment. and the largest
place of origin of enterprises-residents of ASEZ
and FPV” [4].

“A number of large investment cooperation pro-
jects planned for implementation in the Far East
by Chinese and Russian companies, temporarily
suspended due to the epidemic, will be gradu-
ally launched after the pandemic subsides. These
include a project for the production of methanol
with a volume of 1.8 million tons (totaling $ 1.5
billion) jointly with the Nakhodka Mineral Ferti-
lizer Plant, a project for the production of liquefied
natural gas (totaling more than $ 2 billion) in the
city of Bolshoy Kamen and the project of a grain
logistics center in the Mikhailovsky district (the
total cost of the project is 20 million US dollars).
Large Chinese companies are also interested in
participating in the project to develop the Baimsky
copper deposit in Chukotka. initial advantages,
economic cooperation between the Far East and
China is still gaining new opportunities” [14].

During the pandemic, people’s lives and work-
ing regimes have undergone major changes, and
many new areas are coming to the fore. The im-
pact of the pandemic on economic cooperation
between the Far East and China is temporary and
limited. Cooperation in the post-epidemic era is
fully prepared to open up new ways of develop-
ment and bring new prosperity to the peoples of
both countries.

Therefore, this chapter is mostly dedicated to
the international experience in financing of large

infrastructural projects, especially to that of the
People’s Republic of China, where it is found in
abundance. A detailed analysis of the main meth-
ods of financing infrastructure projects abroad
is conducted with a special emphasis on China’s
approach to conducting such PPP endeavours.

The unexpected coronavirus pandemic has
driven the global economy into a deep recession
in virtually all of its industries and sectors. As an
important part of business cooperation between
Russia and China, trade and economic cooperation
between the Far East and China also faces un-
precedented difficulties. Evidently, the COVID-19
pandemic has had vast effects on the implementa-
tion and financing of large infrastructural projects
around the world and in China as well.

3. Prospects for Improving the Russian
Practice of Financing Infrastructure
Projects Based on the Use of Foreign

Experience

3.1. Features of the present condition of the
Russian economy and their influence on the
financing of investment projects

The scale of economic contraction in Russia has
become one of the largest over the past 20 years.
In 2020, GDP declined by 3.1%, stronger only
during the 2009 global financial crisis (-7.8%)
and the Russian crisis in 1998 (-5.3%). In abso-
lute terms, the most important proposal to the
fall in GDP: mining, transport, trade and services
to the population, and in relative terms — public
catering (-24%), culture and sports (—11.4%).

This influenced the use and sources of GDP
formation: the final consumption of households
decreased by 8.6%, the gross profit of the economy
by 9.3%, and exports and imports — by 5.1% and
13.7%, respectively.

The fall in economic activity and the downturn
in the economy directly affected the real dispos-
able income of the population, which fell by 3.5%.
The cumulative decline in revenues since 2013 was
10.6%, which pushed revenues back a decade to
the level of 2009-2010.

The worsening financial situation of Russian
residents is confirmed by a decrease in household
consumption, an increase in unemployment (+1.3
percentage points or +960 thousand unemployed
in December 2020, yoy) and poverty (+1.2 million
people with benefits below the subsistence level).
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minimum in Q3 2020, yoy). The turnover of retail
trade (-4.1%) and paid services to the population
(-17.3%) also significantly decreased.

Industrial production in 2020 decreased by 2.9%
due to a drop in activity in the extractive industry
(=7%). The oil and gas industry suffered the most
(-8.1%). The manufacturing industry practically
did not change compared to 2019 (+ 0.3%), while
individual industries had multidirectional dy-
namics — from a 23% increase in the production
of drugs and medicines to a 13% decrease in the
automotive and leather industries.

The physical volume of agricultural produc-
tion in 2020 increased by 1.5%, this was due to
a high grain harvest (+ 9.8%) and an increase in
meat and dairy farming (+ 3.1% — livestock and
poultry, + 2.7% — milk). The harvest of fruits and
vegetables, potatoes, sunflowers and sugar beets,
on the contrary, significantly decreased from 3%
to 40%, which negatively affected the growth of
retail prices in the second half of 2020.

The construction industry remained unchanged
in 2020 (+ 0.1% — the volume of construction work
in constant prices), although the commissioning of
residential buildings (excluding houses for garden-
ing) decreased by 5.9%, in part due to downtime
in the spring months against the background of
restrictions. The decline in housing construction
and preferential mortgages provoked an increase
in prices for new and secondary housing by 14%,
which is several times higher than official inflation
(3.4% on average for the year).

The construction of large infrastructure facili-
ties (airports, ports), as a rule, is associated with
direct government funding and investments by
state corporations, and is perceived as an island
of stability in a situation when the markets are
stormy. More than half of the funds for the con-
struction of all infrastructure projects in the south
of Russia, according to our estimates, go to roads.

In the South and North Caucasus, we counted
seven major road construction projects worth 342.9
billion roubles (51% of large infrastructure projects
in the Southern and the Northern Caucasus Fed-
eral Districts). The largest of them is the Tavrida
highway, the reconstruction of which will cost 166
billion roubles. This is a logical continuation of
the Crimean bridge. Throughout its entire length
until 2017, it was a two-lane road of inadequate
quality, which simply could not cope with the traf-
fic flow from the “mainland”. Today this project

is at the final stage of construction, work on it is
in full swing.

The share of “airport projects” in the rating is
small compared to other construction projects —
only 63.8 billion roubles (about 9.4). Even less in
logistics (0.4%) and hydraulic engineering (3.2%).

The largest infrastructural projects in the
Southern Federal District (SFD) in 2020 are pre-
sented below in Table 4.

The Transport Strategy of Russia for the pe-
riod up to 2035 takes into account the need to
eliminate restrictions on the network of high-
ways, inland waterways, and ensure transport
accessibility, primarily in remote and hard-to-
reach regions.

Infrastructure projects by themselves do not
always have a significant effect on the regional
economy. Often this is almost wasted “buried”
money, a serious result from the development of
which only external contractors have received.

The financing of infrastructural projects in the
North Caucasus Federal District (NCFD) is de-
scribed in Table 5.

For a more successful implementation of in-
frastructure projects, new objects of influence
between the government and business are required.
During the pandemic, the priorities of the con-
struction industry shifted to social and medical
facilities. It was at this time that a “project” for-
mat of effective interaction between government
and business was formed, when a city or region
becomes the main customers and developers, and
business gets the opportunity to participate in
large infrastructure projects.

Let’s consider financing on the example of large
projects.

1. Construction of the Crimean bridge.

2. Construction of the Tavrida highway.

3. Arctic zone development.

The Crimean Bridge is a grandiose structure,
created in 2 years. The overpass is 19 km long — the
longest in Russia and Europe. 227.9 billion roubles
were spent on the “construction of the century”.
R.Isit alot or a little? How much did the Crimean
bridge cost every resident of Russia? Consider the
features of the project.

The idea to connect the Krasnodar Territory
and Crimea was born over 100 years ago, during
the time of tsarist Russia. The first structure was
built by Soviet engineers in 1944. In 1945, the
bridge was destroyed by an ice drift.
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Table 4
Largest infrastructural projects in the SFD in 2020
N2 Project Company Industry Investment, Time Region Source
RUB thousand horizon
Construction
of the federal
highway “Tavrida” Road 2017- Crimea and « »
! along the route Rosavtodor construction 166000000 2020 Sevastopol Expert Yug
Kerch-Simferopol-
Sevastopol
Development
and renovation
of railway
infrastructure on  JSC “Russian Railway 2011- . JSC“Russian
2 the approaches to  Railways” construction 160000000 2020 Interregional Railways”
the ports of the
Azov-Black Sea
basin
Construction of .
. . Railway
infrastructure Russian construction 2020~
3 facilities for the Railways, - ’ 81000000 Krasnodar region “Expert Yug”
hydraulic 2024
dry cargo area of  Rosmorport engineerin
the port of Taman 9 9
Construction
4 of the Aksai GC "Avtodor” Road . 77400000 2018~ Rostov region “Expert Yug”
- construction 2022
automobile bypass
Construction of LLC Far
Western
the far western Bvpass Road 2020~
5 bypass of P , . 39000000 Krasnodar region GC “Avtodor”
. Krasnodar construction 2023
Krasnodar with a (structure
length of 51 km “Avtodor’)
Construction of {SC .
. International
a new terminal Airport 2020- Krasnodar
6  at Krasnodar P » Airports 25000000 Krasnodar region International
. Krasnodar 2023 .
International « Airport
Airport (/V"Basel
P Aero”)
Development of .
. Simferopol
7 theSimferopol o tional  Airports 2276169 29107 (Crimea “Expert Yug”
International . 2022
. Airport LLC
Airport
Construction of
the Bagaevsky Hydraulic 2016- . « »
8 hydroelectric Rosmorrechflot engineering 22000000 2020 Rostov region Expert Yug
complex
Reconstruction FKU Ministry of
of the A-135 “Department Road 2016-— Econorrxllic
9 highway (Southern of Federal . 6877475 Rostov region
. ” construction 2020 Development of the
entrance to Highways Rostov Region
Rostov) Azov g
Creation of the Ministry of
Rostov logistic FSUE “Russian _— 2014- . Economic
10 postal center FSUE Post” Logistics 3957900 2021 Rostov region Development of the
“Russian Post” Rostov Region
Modernlzat!on 1SC Anapa
of the terminal International 2020- Anapa International
11 of international . Airports 418000 Krasnodar region . P
airlines at Anapa Airport 2021 Airport
P (/V Basel Aero)

airport

Source: “Expert Yug”.
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Table 5
Financing of infrastructural projects in the NCFD
Investment, Time
Ne Project Company Industry RUB thou- hori- Region Source
sand zon
Construction of
bypass roads of the i _ The Re-
1 cities of Derbent, Uprdor “Kavkaz” Road " 50000000 2019 public of “Expert Yug”
. struction 2024
Dagestan Ogni and Dagestan
Khasavyurt
Construction of an
air terminal com- « . .
FSUE "Adminis-  Railway
p Plexanewrunway, oo oecivil construee 15700000 20207 Chechen ot vug?
reconstruction of the . R . 2024 Republic
. . Airports tion
airfield infrastructure
of Grozny airport
. Railway
Construction of a Republican . construc- Ka-
highway from the State Enterprise tion 2020- rachay-
3 “Directorate of - 2600000 “Expert Yug”
Arkhyz resort to . hydraulic 2021 Cherkess
A Capital Construc- . .
Kislyi springs tion” engineer- Republic
ing
Reconstruction of the
railway infrastruc- Committee for
ture at the Nazran- The Re-  Transport, Energy,
4 Sleptsovskaya sec-  JSC “Russian Road con- 2500000 2021- publicof Communications
tion and construction Railways” struction 2024 Ingushe- and Informatization
of a railway station tia of the Republic of
at the Sleptsovskaya Ingushetia
station
Construction of a
« » Road con- 2018~ Chechen . "
5 bypass road for the  Uprdor "Kavkaz struction 1100000 2020 Republic Expert Yug

city of Gudermes

Source: “Expert Yug”.

The leadership of Russia and Ukraine agreed on
the construction of a ferry across the Kerch Strait
in 2000, in 2010, and in 2013.

In 2014, in connection with the transition of
Crimea to Russia, the economic and political
situation required decisive measures. In the
summer of 2014, the construction plan was
approved. In 2016, the overpass project was
approved by Glavgosexpertiza. The work started
immediately, in 2016.

Before dwelling on the final version, the special-
ists reviewed 74 projects of the transport crossing.
Including an underwater tunnel running along the
bottom of the Kerch Strait.

The choice fell on the crossing, starting on the
Taman Peninsula, crossing the strait, skirting Cape
Ak-Buran, and reaching the coast of Crimea.

If the crossing was built in the area of the ferry
crossing, it would be shorter and cheaper. The

option was rejected due to the tectonic fault and
the presence of active mud volcanoes.

At the preparatory stage, the project was es-
timated at an amount of up to 300 billion. R. It
consisted of several components:

Construction — 150 billion RUB

Preparation for construction work — 86 billion
RUB

Construction of access roads — 52 billion RUB.

The difficulty lay in the installation of piles,
because the construction had to be carried out
in a seismically active area. In addition, the con-
struction of roads, the arrangement of the security
zone was required.

During the construction, 5,500 piles and
595 supports were installed, ranging in
length from 3 to 35 m. Up to 16,000 people
worked at the gigantic construction site at the
same time.
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As a result, the experts settled on the final
cost of the construction of the facility — 227,92
billion roubles. The work was carried out at the
expense of the federal budget, without attract-
ing additional investments.

The estimate includes:

* design, survey work

 preparation of the territory

 temporary structures for construction work-
ers

 energy supply facilities

» installation of piles

« installation of the main structures of the
railway and road sections

» unexpected expenses.

The contractor was the company of billionaire
Arkady Rotenberg, Stroygazmontazh. The contrac-
tor was selected out of tender due to the absence
of other bidders.

The main subcontractor is Mostotrest with a
contract for 96.9 billion roubles, whose share also
belongs to Rotenberg.

The Kerch Bridge of Russia consists of a 4-lane
highway and a railway line in both directions. The
crossing is 19 km long. stretches over the water
for 7.5 km., over land — 11.5 km.

According to experts, the annual maintenance
of the crossing will be about 480 million roubles.

The capacity of the railway section of the struc-
ture is about 100 trains per day in both directions.
The highway is designed for a load of 40,000 ve-
hicles per day.

Construction was carried out on several sites at
the same time. First, in 2016, specialists and work-
ers strengthened the piles. The difficulty was that
up to solid ground it was necessary to overcome
90 m of silt located at the bottom of the bay. As
a result, the pile supports were driven to a depth
of 105 m.

The grandiose construction was not without
incident. In 2016, a ship from Turkey crashed into
the bridge pillars. One support sank, it was cut
and taken out. Neighboring supports have shifted.
The consequences were corrected promptly, the
incident did not affect the completion date.

In 2017, the rail and road arches were completed.
The central part of the structure was left for the
passage of ships.

The inauguration of the bridge for light traffic
took place on May 15, 2018, 6 months ahead of
schedule. Freight transport has started over the

overpasses since October 1, 2018.The railway sec-
tion was launched in December 2019.

The Crimean Bridge in Russia has become the
largest, most technically complex and expensive
overpass in the country.

Among Russian projects, it took first place in
terms of construction cost. The cost of the bridge
in roubles — 227.9 billion. The cost of the bridge
in dollars is about 5 billion.

For comparison:

A 44 km long overpass across the Ob. cost Rus-
sia 43 billion RUB

Departure from Ufa, including a bridge, a tunnel
and a road — 34 billion RUB

Bridge over the river. Chusovaya in the Perm
Territory — 14 billion RUB.

When compared with world projects, the Kerch
overpass is in the top three most expensive:

The Qingdao Bridge in eastern China is 42.5
km long and about 8.8 billion dollars have been
spent on its construction. At the crossing, cars
move in three lanes.

Bay Bridge, connecting San Francisco with Oak-
land, cost the Americans 6.4 billion dollars. The
structure is divided into 10 car lanes, bicycle and
pedestrian zones.

Kerch building worth 5 billion dollars.

From the top three, the Russian project has
replaced the Great Belt overpass, built in Denmark.
It took 10 years and 3.14 billion dollars to build it.
The structure consists of a road and rail section
in the western half and an underwater railway
tunnel, accompanied by a suspension bridge, in
the eastern section.

A simple mathematical calculation allows us
to determine whether the grandiose construction
has hit the pocket of the Russians.

If the amount of 227.9 billion RUB round up to
228 bn RUB and divide by 109 million Russians over
18 years old, you get about 2000 roubles per person.

228 bn divided into 146,793,744 people (popula-
tion of the country) turns out to be 1546 roubles
per person.

It should be taken into account that the money
spent on construction was taken from the federal
budget, part of which comes from taxes. For exam-
ple, in 2018 tax revenues to the treasury amounted
to 521.3 billion RUB, which exceeds the amount
required for construction, more than twice.

The result of the construction of the Kerch
Bridge was the renewal of the infrastructure of
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the Crimean coast and the Taman Peninsula, sim-
plification of the delivery of goods to Crimea and

back. And the inhabitants of Russia now more

often rest on the picturesque coast. According to

official data, the tourist flow increased by 40-50%,
up to about 10 million people a year.

In the early morning of May 16, 2018, convoys
of cars moved towards each other from the banks
of Taman and Kerch. From that day on, the Crime-
an bridge began to work, which was very much
awaited on both sides of the Kerch Strait. During
the year, five million cars drove along the cross-
ing, and statisticians collected a lot of interesting
numbers and facts about this grandiose structure.

19 km is the length of the bridge. It is the long-
est in Russia and Europe.

Crimean bridge — 1 year.

Only 408 km separate it from the International
Space Station, pictures from which the cosmonauts
published.

The volume of design documentation was 570
volumes or 30 gigabytes of data.

More than 15,000 engineers and workers were
at the height of construction. There are about the
same number of inhabitants in Sudak.

And the most adult builder is 70 years old.

At the base of the Crimean Bridge there are
almost 7,000 piles, sunk to a depth of 12 to 105
meters, which is the height of a 35-storey building.

The wall thickness of the tubular pile is 40 mm,
which is comparable to the thickness of tank armor.

The first pile was immersed in 25 days, and after
the technology was worked out, it took 24 hours.

816 days were spent on the construction of the
road section of the bridge.

330 km — the thread that will turn out if you
fold all the tubular piles of the bridge in a line.
This is more than from Kerch to Sevastopol, if
you go by car.

595 supports hold 260,000 tons of span steel
structures. That is the weight of the 36 Eiffel Tow-
ers.

Each railway span weighs more than 500 tons,
which is 1.4 times heavier than the ISS.

Out of 13,000 km of reinforcement bars, a 4-lane
road is connected. Approximately this distance is
flown by a plane from Moscow to Sydney.

250 meters of rebar knitted by one builder per
work shift.

10 cm / min — the speed of the overspan over
the water area. The snail moves at the same speed.

10,000 tons — the weight of the two arched
spans. This is the weight of 400 empty KAMAZ
dump trucks.

76 km — the thread that will turn out if you fold
all the rails of the bridge in a line.

227 m is the length of each arch. This is the
length of two football fields.

490 tons of high strength bolts are screwed on
two arches.

One high strength bolt weighs 63 grams.

100,000 liters of paint was spent on two arches,
which is two railway tanks.

A total of 120 hours (5 days) lasted a sea op-
eration to transport and install two arches on the
supports.

12 million tons of materials and structures are
required in total for the construction of the bridge,
which is twice the weight of the Egyptian pyramid
of Cheops.

20,000 cars crossed the bridge in the first day of
its operation, 200,000 — in 2 weeks, 5 million — in
12 months.

More than 30,000 vehicles in 24 hours — the
bridge’s daily record.

117 km of road marking lines on the bridge.

Only once during the construction period there
was an ice drift and this did not affect the bridge
and its supports.

2,700 storm hours were recorded over the three
construction winters. This is almost 113 days, or
about 4 months.

The Crimean authorities announced the con-
struction of the Tavrida highway 4.5 years ago —
and then they estimated its cost at 85 billion rou-
bles. After a couple of months, apparently, having
recounted, they named the amount one and a half
times larger — 128 billion. But in the end the road
cost about 150 billion roubles.

Construction began in 2017, dividing the con-
struction into eight sections, launching them as
soon as they are ready. And in general, the story
resembles the Crimean bridge. Handed over earlier
than planned. And the track that connected Kerch
and Sevastopol really turned out to be good, says
the Crimean blogger Alexander Gorny, who took
aride on Tavrida a month ago.

The contractor was chosen without competition.
For this, the republic changed its legislation. There
is logic in this, because otherwise you would have
to choose the company that will offer the lowest
price. And the risk of being faced with something
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that does poorly. And with Crimea, apparently,
they cannot afford it. And the decision, as one
might assume, was made not in Simferopol, but
in Moscow.

The general contractor was the VAD company. She
had previously received large government contracts
for the construction of roads. Not much is known
about the company: it has been working since the
mid-1990s, originally from St. Petersburg. True, she
moved to Vologda three years ago. As Delovoy Pe-
tersburg wrote, due to the fact that at some point
there were difficulties with the city authorities and
the company stopped receiving government orders.
In the Spark system, only two minority shareholders
are listed among the owners, these are businessmen
Viktor Perevalov and Valery Abramov. VAD is not as
famous as some of our construction giants, but it has
proven itself well in its industry.

Soon they will build another road, but not from
the Crimean bridge, but, on the contrary, to it, that
is, from Krasnodar. The contract was awarded to
the structure of Arkady Rotenberg, who built the
bridge itself. The Kuban highway will cost the
budget almost 100 billion roubles.

The businessman’s company was also the only
contender for the state order. But not because it
was appointed by the authorities — there were
simply no others willing. Which is also easily ex-
plained, such contractors are immediately subject
to Western sanctions. Rothenberg and so on under
them. Against the company that built “Tavrida-
VAD” — they were also introduced. But on the
other hand — government orders for tens of bil-
lions of roubles.

The road with a length of 250.7 km was built for
almost three years. About half of the track was built
from scratch in hilly terrain, plains, mountains,
through existing roads, branch lines and rivers.

On June 28, 2016, the head of Crimea, Sergei
Aksenov, by his order appointed the VAD com-
pany as the contractor for the construction of the
Tavrida highway. The cost of the contract for the
republican section of the road was 137.3 billion
roubles, for the Sevastopol section — 11.96 bil-
lion roubles.

Earlier, VAD distinguished itself by repairing
Nevsky Prospekt, Palace Embankment, Vyborg-
skoye Highway in St. Petersburg, the construction
of a VIP road to Pulkovo, the Sortavala highway,
sections of the Scandinavia highway and other
roads in North-West Russia.

The construction of the Tavrida highway is di-
vided into seven stages, six of which pass through
the territory of Crimea, one through the territory
of Sevastopol. But before that there was a so-called

“stage zero” — this is the construction of 8.6 kil-
ometers of auto approaches to the Crimean bridge,
which was also carried out by the VAD company.

The history of “Tavrida”, however, will not end
there. The VAD company will be engaged in the
construction of the eighth stage of the highway
in Sevastopol, which runs from the junction of
the seventh stage to the President’s road to the
Yalta ring.

In addition, the construction of a branch of
Tavrida to Evpatoria is underway — next year the
first stage of the Simferopol-Evpatoria-Mirny high-
way will be commissioned, which bypasses the
Simferopol airport and the village of Rodnikovoe
to the village of Skvortsovo, and VAD is already
designing the second stage of construction roads —
from Skvortsovo to Evpatoria.

In 2018, the development of the Russian Arc-
tic, which includes more than 3.5 million sq. km
of the mainland, as well as many islands with a
total permanent population of 2.5 million, was
declared one of the priority areas of state domestic
policy. The law “Fundamentals of the state policy
of the Russian Federation in the Arctic zone for
the period up to 2020 and beyond” was adopted
on September 18, 20; later, the content of the act
was significantly expanded in the “Strategy for
the development of the Arctic zone of the Russian
Federation and ensuring national security for the
period until 2020”, approved by the President of
the Russian Federation on February 8, 2013.

Offshore development in the Arctic has slowed
dramatically since the fall in oil prices at the end
of 2014 due to the high cost of offshore and off-
shore production. Also, a significant role in this
was played by the US and EU sanctions, which
prohibit foreign companies from participating in
exploration, oil production from the Arctic shelf
in our country and transferring technology for
this kind of work. However, interest in the region
is growing every year. It is driven by a variety of
factors, from the depletion of already used deposits
and large explored deposits in the northern region
to a warming climate and easier access and opera-
tion. The attractiveness of the region for the Rus-
sian Federation is not limited by the Northern Sea
Route; significant energy resources are especially
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important. The Arctic contains about a quarter of
Russia’s total oil reserves and more than 70% of
gas, and the continental shelf has great potential
for the growth of raw materials production.

In the context of the crisis caused by the pan-
demic and economic sanctions from the West, the
fuel, mineral resources and oil remains one of
the most stable sectors of the country’s economy,
which makes it one of the most privileged areas
to invest in the economy of Russia. On the side
of the dependence of the Russian economy on
the export of hydrocarbon raw materials and the
need for import substitution, the need to increase
competitiveness in this market is becoming more
acute, and active planning and further develop-
ment of the north is also associated with this.

Thus, the priority task of the country’s economic
policy is not only to stimulate the development
of the Arctic by easing conditions for companies-
residents of the special economic zone, but also to
attract foreign investment into the sector, since
there is a need for additional financial investments.
According to the assessment of the Ministry of
Economic Development of the Russian Federa-
tion, the sanctions imposed on the country for
the period 2014-2018 significantly influenced the
possibility of attracting capital from abroad, which
is reflected in Figures 10 and 11 [5].

Based on the data in the figures, it can be seen
that the inflow of investments (liabilities) suffered
from the sanctions much more than investments
abroad (assets). Among the companies in the oil
and gas sector that lost the most foreign capi-
tal were PJSC NK Rosneft, PJSC Transneft, PJSC
Gazprom Neft.

One of the possible forms of attracting invest-
ments in the fuel and energy complex of Russia
and in the economy as a whole is a production
sharing agreement (PSA) — a type of agreement
on the establishment of a joint venture. As a rule,
such an agreement is concluded between a foreign
mining company — a contractor and a govern-
ment party that gives the contractor the right to
conduct prospecting and exploration work and
exploitation within the contract area in accord-
ance with the terms of the agreement. As a rule,
such an agreement is concluded for a long term
(up to fifty years) or indefinitely. In Russia, PSA
is regulated by the Federal Law “On Production
Sharing Agreements” dated 30.12.1995 N 225-FZ.
At the moment, there are three PSA projects in

operation in the Russian Federation: Sakhalin-1;
Sakhalin-2; Kharyaga oil field. Table 6 provides
more details on these projects:

Consider the Sakhalin-1 PSA project. Exxon-
Mobil, which has become a long-term partner of
Rosneft, was forced to leave a number of joint pro-
jects due to the anti-Russian sanctions introduced
in 2018. production, provision and sale of licenses,
know-how, machinery, equipment. Shell also con-
tinues to operate in Russia. It should be noted that
the PSA also has a number of disadvantages. First
of all, this concerns high bureaucracy and the risk
of corruption due to the involvement of the state
side. Also, in two of the above projects, one way
or another among the members there were legal
claims in connection with the disagreement of the
parties on the distribution of profits or products.

As for the sanctions, they are an obstacle for
Western companies, preventing them from partici-
pating in the Arctic PSA. Thus, investment remains
through the purchase of a share in the company,
as happened in the case of the new Arctic LNG-2
LNG project established by PAO NOVATEK; in 2019,
the French company Total bought out from PAO
NOVATEK a 10% stake in project. Another 11.6%
belongs to the company due to indirect owner-
ship through a share in the share capital of PAO
NOVATEK. Thus, Total directly owns 10%, PAO
NOVATEK — 60%, CNOOC (China) — 10%, CNPC
(China) — 10%, Japan Arctic LNG (Japan) — 10%.

Anti-Russian sanctions tie the hands of European
partners in the field of investments in the develop-
ment of the Arctic. For this reason, it is worth consid-
ering cooperation with the countries of the Persian
Gulf, China, Japan, not limited by the politics of the
West. China, in particular, is a long-term and reliable
partner of Russia in the development of the Arctic.
Chinese companies own 30% of Yamal LNG and, as
noted above, 20% of Arctic LNG-2. Also, China has
an interest in the development of the Northern Sea
Route as part of the New Silk Road — an important
transport artery that can serve not only as a way of
delivering goods, but also as a significant political
object. Close cooperation with China in the Arctic
is undoubtedly beneficial for the fuel and energy
complex of Russia, but it also has certain, mainly
political and environmental risks.

Attraction of investments is possible both from
the west and from the east, but in different forms.
When choosing partners, it is necessary to weigh
the pros and cons, assess the possible risks.
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3.2. The main directions of using foreign
experience in financing large infrastructure
projects in Russian practice

In the modern world, every country is focused on
the effective management of its infrastructure
facilities. PPP allows the government to involve
private financial and intellectual resources and

finally create profit from mutually beneficial co-
operation between the public and private sectors.
Some countries have accumulated a wealth of ex-
perience in implementing such projects, which
would be useful for other countries, less devel-
oped in this industry. Some items can contribute
to the development of the Russian PPP model.
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Table 6
Structure of existing PSA agreement projects

Project Operator Owners
Exxon Neftegas Limited (USA) — 30%; ONGC
Sakhalin-1 Exxon Neftegas Limited (India) — 20%; SODECO (Japan) — 30%;
Rosneft — 20%.
Sakhalin Energy — established by Gazprom — 50% +1; Shell (UK, Netherlands) —
Sakhalin-2 the owners and operates on the 27,5% — 1; Mitsui (Japan) — 12,5%; Mitsubishi

basis of a PSA

Kharyaga ol field 000 Zarubezhneft — Dobycha

Kharyaga is a state-owned company

(Japan)- 10%.

Zarubezhneft JSC — 20%; LLC Zarubezhneft —
Dobycha Kharyaga — 20%; Statoil Sverige
Kharyaga AB (Sweden) — 30%; Total E&P Russia
(France) — 20%; Nenets Oil Company — 10%.

Source: Compiled by the author.

Thus, the subject of the article is a relationship
between the partnership entities during the PPP.
The object is PPP as a tool of cooperation be-
tween government and business. The process of
implementing PPP projects is a particular issue
in the modern economy. The problems include:
the effectiveness of the PPP mechanism for im-
proving infrastructure facilities, the selection of
a suitable PPP model for project implementation,
as well as the impact of factors that connected
with the level of PPP development, such as the
historical background and economic situation
in the state, its goals, objectives and state policy
that determines the priorities of PPP develop-
ment in the country.

Most of the infrastructure projects in China are
financed through PPPs.

In Russia, public-private partnerships have
shown their application quite recently and today
they are used in the construction of roads, airports,
regional complexes, educational centres and water
supply and sanitation systems. At a further stage,
it is planned to introduce PPP projects in the field
of culture, social infrastructure and many others.
Today’s unfavourable environment in the global
capital and investment markets, as well as the
constant tightening of legislation in banking in
China, have significantly complicated and changed
the structure of project financing.

For example, the pre-crisis growth of the public
private partnership market occurred against the
background of fairly cheap borrowed funds: in
2019-2020. their share reached 90% and more.
And today it is forced to develop in conditions of
constantly depleting financial resources).

In Figure 12 and Figure 13, which are presented
below, we are able to see a number of infrastructure
projects and expenditure amount on infrastructure
projects in Russia compared to China.

We can see a significant difference as in the
number of infrastructural projects as in the ex-
penditure on it. China, as one of the most de-
veloped economies in the world, creates a large
number of projects. Since 2004, and having made
a sharp leap back then, Russia, as can be seen on
the chart, was just beginning to attach importance
to the financing of projects, namely PPP. It can be
assumed that the huge costs and the high number
of projects made in 2016 went to the construction
of infrastructure facilities for the World Cup. An
interesting fact is that in 2008, during the Beijing
Olympics, the number of Chinese expenditures did
not exceed the average value for the entire period
from 2004-2019. The full explanation for this is
the fact that China does take full advantage of the
implementation of PPP investments. In the next
step let us see the number of all PPP projects in
Russia which is reflected Figure 14.

According to this schedule, starting only in 2014,
the Ministry of Economic Development of the Rus-
sian Federation and the center for the development
of state-owned private partnerships developed a
set of methodological recommendations for the
development of the PPP sector in the Russian
regions. After that, there was an increase in the
volume of investments and the number of projects
themselves. At the moment, unfortunately, accord-
ing to all known facts-pandemics, there is a decline.

The information that can be found in Chinese
sources of use, especially the financing and organi-
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1- redistribution of financial flows across the
lower levels of the social hierarchy, as well as
far away regions

2 - this sort of decentralization
allows to involve more agents
into actually participating in
the project, which allows to
optimize the efficiency of
interraction and incentivizes
competitiveness

Fig. 15. The specifics of Chinese and Russian PPP projects

Source: The author.

zation of the state partnership of the PRC itself,
they have a number of similarities with the Russian
system, namely at the regional level. The specifics
of Chinese PPP projects are outlined in Figure 15.

Consider, as an example of the application of
the Chinese experience, the sphere of education.
The extensive practice of using PPP mechanisms to
modernize educational institutions in Russia has
not yet developed, but more and more regions are
showing interest in concluding PPP agreements
in this area.

“Special attention is currently focused on
schools — at the federal level, the program ‘As-
sistance in the creation of new places in general
education institutions in the constituent entities
of the Russian Federation (based on the projected

need)’ has been approved, the purpose of which
is to modernize the educational infrastructure,
optimize the workload of schools and develop the
non-state education sector. To achieve the goals of
this program, such legally regulated PPP models as
a concession agreement and a PPP agreement can
be used. For example, Sberbank of Russia offers
regions and investors a ‘box’ concession solution
for the construction of schools. Its use will allow
concessionaires to apply for project financing from
Sberbank Russia. There are other projects that are
gaining popularity” [15].

“Vnesheconombank and Prosveshchenie Group
of Companies plan to launch the construction of
13 schools in the Nizhny Novgorod region, which
will provide places for study for 14.9 thousand
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students. This will speed up the implementation
of the state program of the Nizhny Novgorod re-
gion in terms of creating a modern educational
infrastructure, as well as help with solving the
problem of second The project involves the crea-
tion of turnkey educational sites, envisaging not
only the construction and staffing of schools with
the necessary equipment, but also the develop-
ment of a curriculum, where the emphasis will
be on pre-professional orientation and training
of schoolchildren” [4].

There are still few public-private partnership
projects in the field of education in Russia. Federal
Law No. 224 “On Public-Private Partnership” en-
tered into force at the beginning of 2016, but not a
single educational project has been implemented
within the framework of federal funding. But in
addition to 224-FZ, there is also Law 115-FZ “On
Concession Agreements”, within the framework
of which a number of projects are already being
implemented. At the same time, PPP projects are
actively implemented in the regions within the
framework of local regulations.

“At present, the official website of the Russian
Federation for posting information on bidding has
posted information on 5416 tenders for the right
to conclude agreements on public-private and
municipal-private partnerships, including 70 ten-
ders in relation to educational, cultural and sports
facilities. On the support platform infrastructure
projects ROSINFRA contains information on 40
projects under Federal Law 224, 45 more projects
are at the pre-investment stage.On a concession
basis (Federal Law 115), projects for the construc-
tion of preschool institutions and several projects
for the construction of schools are being imple-
mented” [4, p. 639].

The federal law on PPP provides for a rather
complicated procedure for initiating a project by a
private partner: “The proposal for the implemen-
tation of a partnership project is actually a com-
plete pre-project preparation for a potential object,
which, according to current practice, amounts to
approximately 5% to 10% of the total funding In
addition, the private initiator of the project must
have a bank guarantee in the amount of at least 5%
of the total amount of financing, as well as all per-
mits that give the entity the right to carry out the
relevant type of activity (licenses, membership in
SROs, etc.). Also, the private partner has the right
to attract a contractor that has all the necessary

licenses. All this is provided to the public partner,
who at the same time has the right to decide on
the impossibility of implementing the PPP pro-
ject. If the public partner and the authorized state
(municipal) body decide on implementation of the
project, a competition is announced” [4, p. 640].

In addition, according to the law on PPP, the
conclusion of an agreement is only possible in
relation to real estate or movable property. “This
hinders the implementation of PPP relations in the
field of intellectual property, which in the digital
economy also does not contribute to the stimula-
tion of private initiative. There is also uncertainty
in tax legislation in relation to PPP projects. For
example, if a private partner is transferred to a
private partner within the framework of a PPP
project, this entails the need to pay the corre-
sponding taxes, although the private partner has
not yet received any income.With regard to the im-
plementation of PPP projects in relation to social
infrastructure facilities, in particular schools, the
PPP law provides for the transfer of ownership of
the partnership object to the private partner” [16].

If social infrastructure facilities are funded, this
is more patronage than PPP. “In some regions of
the country, 70% of the funds allocated to the re-
gions for PPP projects are returned to the federal
budget due to the poor quality of the preparation
of PPP projects. there is an opportunity to take
into account the specifics of the region and reflect
it in regional legislation. In a number of regions
over the past few years, PPP projects in the field
of education have been implemented precisely
thanks to regional amendments to the legislation:
kindergartens or schools were built throughout
Russia, in particular in St. Petersburg, Moscow,
Tomsk regions, the Komi Republic, Khanty-Man-
siysk Autonomous Okrug, YaNAO” [ibid.].

It is predicted that by 2025 it is necessary to
build about 2 thousand schools in Russia (this will
require about 2 trillion roubles) — such a number
of educational institutions will make it possible
to completely abandon the second shift, provide
all school-age children with places in educational
institutions, as well as to create a modern infor-
mation and educational environment in schools.

At present, the implementation of social policy,
but transferred without funding: And today there is
a question for the regions, where to find resources,
both internal and external, to fulfil these tasks and
seriously update the material and technical base.
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“An experiment to create an educational infra-
structure within the framework of a public-private
partnership mechanism will begin in the Nizhny
Novgorod region — Prosveshchenie Group of Com-
panies and the VER.RF state corporation will be-
come its participants. The Nizhny Novgorod region
is among the top ten in the rating of the develop-
ment of Russian regions in terms of PPP, posted
on the support platform infrastructure projects
ROSINFRA The project to create new schools is
not implemented within the framework of federal
legislation There will be a regional agreement on
PPP, but part of the money is allocated from the
federal budget” [16].

“Within the framework of the project, which
will be carried out in two stages, it is planned to
create 14.9 thousand places for schoolchildren
in the region by building 13 schools. During the
first stage (2020-2022), six schools with 8.1 thou-
sand places will be built. and three schools with
1.5 thousand places in Nizhny Novgorod, as well
as 3.6 thousand places were created in the cities
of Kstovo, Dzerzhinsk and Arzamas. During the
second stage (2022-2024), it is planned to cre-
ate 6.8 thousand places in the region. places in
a number of settlements. In total, there are 896
educational organizations in the region, which
are attended by more than 321 thousand people,
while 26.6 thousand children study in the second
shift. The need for places for students, according to
the state program of the Nizhny Novgorod region,
is estimated at more than in 36.3 thousand, there
are not enough 62 educational institutions [4].

Within the framework of PPP, they begin to
work with the idea of creating a meaningful in-
frastructure based on an analysis of the needs of
the region. In order to form the pre-professional
orientation of the school, the economic indicators
of the region are taken into account, a profile of
potential jobs is also developed and the needs of
enterprises of the regional economy are analysed.
As a result, the requirements for the appropriate
infrastructure become the basis for the design of
the school.

“The school project is being prepared on a
turnkey basis: a pedagogical concept should be
formed, a building design should be prepared or
adjusted taking into account this concept, a peda-
gogical and managerial core should be formed.
The pre-professional orientation of the school
will be represented by the ‘high school-regional

university-employer’ model, and this will help to
solve the problem of training and retaining person-
nel in the region. It is assumed that the erected
educational institutions will be full-time schools
operating from 8:00 to 20:00. The total investment
in the project is estimated at 18.4 billion roubles.
The implementation of the project will allow the
implementation of the state program for 35% from
extrabudgetary funds” [ibid.].

This is not the first VEB project, which is
planned in the Nizhny Novgorod region. In No-
vember 2018, the head of the regional ministry of
property and land relations, Sergei Barinov, dur-
ing a meeting at the Ministry of Education of the
Russian Federation on the creation of an effec-
tive model of public-private partnership in the
modernization of children’s recreation and health
infrastructure, announced plans to conclude an
agreement between the regional government and
Vnesheconombank on cooperation in the area of
rehabilitation of children’s camps in the region
on the basis of PPP.

The Enlightenment Group came up with an
initiative to create a network of camps on already
existing land plots that are not used for one reason
or another, but intended for the functioning of
children’s camps. There are about 700 such plots
in the country, and the potential volume of invest-
ments with the involvement of private capital is
about 140 billion roubles to recreate the system
of children’s summer recreation in the required
volume. The main directions of the functioning of
children’s recreation camps will be educational,
cultural-historical, patriotic and sports. As part
of the development of children’s recreation, a
project of the largest children’s year-round camp
is now being considered. The idea of the project is
unique in itself, according to preliminary calcula-
tions, it will be one of the largest camps in Russia,
which will be able to combine the most advanced
practices of organizing children’s recreation at the
same time with the implementation of additional
education programs. and the Northwestern Fed-
eral Districts, the first should be projects in the
Nizhny Novgorod and Kaliningrad regions. The
problem of children’s summer holidays during
the vacation period is quite acute. Parents send a
significant part of their children to day camps due
to the psychological unpreparedness of the parents,
fear for safety, quality food and child care, lack of
understanding of the benefits of the child’s stay
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in the camp, and serious infrastructure problems.

It is crucial to consider the aspects that need to
be paid attention to when preparing a PPP project
in the field of education using the experience of
the China.

Ownership of the object of education:

The concession agreement model provides for
exclusively public ownership of the object. In con-
trast, the PPP agreement model obliges to transfer
the object to private ownership — then it can be
returned to the public partner both after a short
time and by the time the project ends.

In some cases, the possibility of obtaining
ownership of the educational object can signifi-
cantly increase the attractiveness of the project
for private investors, since it allows the object to
be pledged in favour of the financing organiza-
tion. Therefore, the choice of the legal model for
launching the project should be carried out taking
into account the given factor.

Allocation of operational obligations:

In addition to commitments to invest funds
and modernize property, it is a basic element of
a PPP project. Bringing a private party to target
operation (implementation of educational activi-
ties) and/or maintenance of property.

Due to the absence of large operators of edu-
cational services on the market, the private party,
as a rule, is assigned the obligation to maintain
the property, and the involved educational insti-
tution (state or municipal) is responsible for the
educational process.

The SHG agreement allows flexible distribu-
tion of operating obligations between the par-
ties — the private operator is responsible only for
maintenance, and the public partner is responsi-
ble for educational activities, that is, involves an
educational institution. Within the framework of
the concession model, those responsible for the
target operation of the facility will always have
a concessionary before the grantor, despite the
fact that a municipal or state educational institu-
tion is involved for target operation. However, the
correct design of the terms of the agreement will
help to reduce the investor’s risks associated with
the targeted exploitation of the property, so the
choice between a concession and a PPP agreement
should be made in the context of all the advan-
tages and disadvantages of legal models, as well
as public interests.

Carrying out commercial activities:

The conditions of a PPP project may provide
for the implementation by a private party of
commercial activities using the facility — ad-
ditional educational and sports programs, sec-
tions, catering, etc. In this case, it is important
to consolidate a well-thought-out regulation
of interaction between a private party (or a
person involved to provide additional services)
with an educational institution (distribution of
hours, premises, etc.).

The implementation of commercial activities
creates an additional financial flow for the private
party, which allows to reduce the financial burden
on the budget of the public party, at the expense
of which such projects are funded. For example,
this will allow using the concept of the minimum
guaranteed income together with fixed budget pay-
ments — in this case, part of the payments will be
paid by the public side only if the private partner
does not reach a certain level of profitability.

Conclusion

Summing up the general conclusions, it can be
noted with precision that in order to support the
development of stable growth of investments in
infrastructure projects, the first step is to solve
the problem of reducing aggregate demand. Here,
an increase in government spending is immedi-
ately seen, and the source of financing will be ei-
ther accumulated financial assets, as in the case
of China and countries — exporters of oil and
minerals, or securing support from government
loans, as in the case of the United States and oth-
er developed countries. economy.

As for attracting financing for the infrastructure
construction of private capital, it is that states and
interstate structures (the above-mentioned devel-
opment banks) should take the leading positions.
Their main task should be to introduce into the
practice of infrastructure construction mecha-
nisms for mitigating project risks and temporary
mechanisms for accumulated savings.

A good example is the use of infrastructure
bonds backed by the assets of a development bank.
According to the conclusion of the World Economic
Forum, which compiles an annual rating of the
competitiveness of national economies, the quality
of infrastructure in Russia ranks 35th in the rating,
with a rating of 4.8 (scale from 1 to 7). The most
problematic element of Russia’s infrastructure
today is the condition of highways.
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The costs of the entire infrastructure, in com-
parison with Russia’s GDP, have shown a down-
ward trend in recent years. This is largely due to
the general decline in investment demand in the
country, the imposition of sanctions on our state
and the situation with the coronavirus.

Naturally, not only the above-mentioned global
problems have an impact on the development of
infrastructure construction. In addition to them,
more detailed ones can be distinguished, such as:

The presence of errors in the planning system of
infrastructure construction projects and a low per-
centage of optimization of the existing infrastructure

Imperfection of the contracting scheme, which
does not allow for effective management of project
resources

It is always worth considering the human factor

Lack of personnel professionally trained for the
implementation of high-tech projects

Difficulty in overcoming administrative barri-
ers and a significant level of corruption, dragging
down the development of infrastructure in Russia.

Taking into account the entire domestic history,
it is necessary to note this kind of problem of in-
frastructure construction, as effective control over
the financing of the project and the costs during its
implementation. Here it would be appropriate to
give an example of a megaproject from the times
of the USSR, such as the Baikal-Amur Mainline, the
implementation of which did not lead to the expected
impetus for the economic development of our country.
The reasons that have a negative impact on the mul-
tiplier effect of infrastructure projects are low quality
of implementation and overstatement of projects.

The actual model of the economic development
of our state involves the use of the multiplier effect
from state investments in infrastructure projects.
In general terms, this approach looks like correct
and timely, especially in the context of such a
good infrastructure in our country, its improve-
ment will certainly increase the quality of life of
the inhabitants of Russia. In this case, of course,
it is worth paying attention to an important detail.

The studies carried out demonstrate that the
effect of infrastructure projects, positive for the
continuous development of the economy, occurs
to the greatest extent during their implementa-
tion. Upon termination of the implementation,
this effect begins to rapidly deteriorate.

Having studied and taken into account all the
results of research aimed at providing infrastruc-

ture projects in Russia with investment resources,
for the long term, first of all, it is necessary to
reform the financial system.

Consequently, the reform of the financial
system should be an important component
of the new model of economic development
in Russia. The reform should be aimed at in-
creasing the level of competitiveness, and at
strengthening the operation of market mecha-
nisms, both in the economy as a whole and
specifically in the financial sector.

1. More active use of public-private partnership
mechanisms is required in order to solve the prob-
lem of distribution of project risks of infrastructure
construction in Russia.

2. There is a proper need for specific regulation
and control over new infrastructure PPP projects. It
is logical to organize them in the form of a national
public-private partnership management system.
In this vein, they can actively use the innovation
infrastructure model.

3. In the context of attracting private capital to
infrastructure construction projects, it would be
advisable to use the positive aspects of financial
engineering, namely, the formation of a set of
derivative financial instruments on the Russian
financial market.

These instruments should be covered by infra-
structure assets or the results of the implementa-
tion of infrastructure construction projects.

In general, we can once again say that public-
private partnership is one of the most promising
mechanisms for attracting long-term investment
resources for the development of infrastructure,
modernization of the national economy and ensur-
ing the innovative development of the country. The
advantages of using the resources of the state and
business in the framework of PPP are determined
by a number of factors:

Limited financial resources do not allow the
state to successfully address the development of
infrastructure and industrial sectors without the
participation of private capital

More effective management and high adaptabil-
ity to the changing conditions of private business
compared to state structures

The instability of the economic situation, which
orients private business to search for objects for
stable guaranteed investment investments

High riskiness of investment projects, which makes
it necessary to distribute risks between partners.
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According to all mentioned above, we should
pay more attention to the development of PPP and
disclose real data from Russian statistics to make
various assumptions for improvement.

China and Russia are quite similar in their ways
of economic development. By drawing up a number

of models, we have seen that the use of such a fi-
nancing method as PPP has a positive impact on the
Chinese economy. Therefore, it is safe to say that if
the required measures and China’s experience are
followed, Russia will be able to use China’s experi-
ence and step up infrastructure investments in PPPs.
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