INSTITUTE FOR ECONOMIC RESEARCH AND POLICY CONSULTING
IN UKRAINE

GERMAN ADVISORY GROUP ON ECONOMIC REFORM
Reytarska 8/5-A, 01034 Kyiv, Tel. (+38044) 228-6342, 228-6360, Fax 228-6336

E-mail: institute@ier.kiev.ua, http://www.ier.kiev.ua

Analysis of international experience regarding the determination
of fees for the right to manage
(state-owned) assets under a concession agreement?

Iryna Akimova, Pavlo Sugolov, Alexander Scherbakov

I o o 18T o o 1 2
1. Regulation of natural MONOPOlIES .. ..iiviiii i e 3
1.1 Why to regulate a natural monNoPOlY? ...ciiriiiiii i 3
1.2 How to regulate a natural moONOPOIY 2. .o 4
1.2.1 Price cap or rate of return regulation? ....... ..o 5
1.2.2 Possible regulation alternatives ......c.coviiiiiiiii 5

1.3 How to price services of a natural monopoly? ....ccoviiiiiiiiiii 5
1.4 Public-private co-operation can have different forms.........cccciviiiiiiiiiiiiiiice e 6
2. Concessions as a form of regulation ... 7
2.1 What 1S @ CONCESSION ? 1. ettt ittt e e s e s a e e anaanannans 7
2.2 How to regulate @ CONCESSION? ... ettt e e e e e e e e enenens 8
2.2.1 Concession bidding as a way of regulation ..........ccooiiiiiiiiii i 8
2.2.2 Necessary regulation of a natural MonNopPoly .....ccvviiiiiiiii e 9
2.4 A concession bidding ProCeAUIe .......ueiiiii e 10
2.4.1 SeleCtion PrOCEAUIE vttt e e 10
2.4.2 Preventing COIUSION .....cuie e et e e e e e 11
2.4.3 Information exchange between the government and the concessionaire......... 11

2.5 Bidding criteria depend on goals of a government ........ccciiiiiiiiiiiiiiini 12
3. Welfare analysis of concession bidding .......cooieiiiiiii i 13
3.1 A model of concession biddinNg ....c.oiieiiiiiii i 13
3.2 Analysis of concession fee determination in UKraine........cccooviiiiiiiiiiiiic i, 15
3.3 Conclusions from the welfare analysisS......coooiiiiiiiiii e 16
4. Estimation of @ CONCESSION ProJeCE .viiuiiiii i e e 17
4.1 How an estimation can be produced? .......ccoiiiiiiiiiiiiiii e 17
4.2 An example of a project estimation in UKraine ..........covviiiiiiiiiiiiiiic i 19
4.2.1 Kyiv-Vinnytsia Highway concession project .......cccvviiiiiiiiiiiiiiiic e 19
4.2.1.1 Project’s characteristiCs ....oovnieii s 19
4.2.1.2 Project’s Simulations. ...ovi i 20
4.2.2 Financing of investment and Krakovets-Lviv concession projects ................. 23

5. Summary and conclusions for UKraing .......ccoiiiiiiii i 23

! This paper was prepared with support of the Support for Economic and Fiscal Reform Project
DAI/USAID.





