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Public-private partnerships  

in Russia 
Maria Yarmalchuk, Head of Public Private Partnership Development Section, Ministry of 

Economic Development of the Russian Federation 

This article reviews the key aspects that are relevant for the development of public-private 

partnerships (PPPs) in Russia. There is information about the main PPP mechanisms 

currently in operation, such as concessions and the Investment Fund. In addition we present 

the key elements of the legal framework, institutional capacity, market size and information 

and examples of current projects. Lastly the article points to the future plans of the Russian 

government in PPP development and implementation. 

1. Establishment of public-private 

partnerships in Russia 

Depreciation in infrastructure funds and low rates of 

establishment in any new funds are the main 

obstacles to Russia’s economic development. The 

public utilities sector (which has depreciated over 

80 per cent), and the transport and social sectors are 

suffering the most. Considering the latest budget 

constraints and the capability of public-private 

partnership (PPP) mechanisms to raise private funds  

for infrastructure investment, PPPs are needed more 

than ever before.    

According to an assessment carried out by 

Gazprombank, the amount of infrastructure funding 

in the next 10 years in Russia, not including the 

social sphere, will amount to approximately 

US$ 753 billion – 75 per cent of which will go 

towards road investment. Table 1 details the current 

investment needs of Russia’s infrastructure sector. 

Table 1: Current investment needs of Russia’s infrastructure sector  

Infrastructure 

type 

Volume of investment 

needed, US$ billion 

Details of investment 

Motorways 559 Required for: 

construction of 451,000 km of new motorways 

reconstruction of 14,600 km of federal (approximately US$ 5 million per km) and 35,400 km of 

regional motorways (approximately US$ 1 million per km) 

despite the above due to materialise in 2020, motorway density in Russia (0.07 km per km2) 

will be lower than in Canada (0.14 km per m2) and China (0.19 km per m2). 

Railroads 80 Required for: 

construction of 16,605 km of new roads (approximately US$ 1.5 million per km) 

reconstruction of 44,200 km of the roads (52% of the total length, approximately US$ 0.75 

million per km) 

development of 659 km high-speed railroad sections (approximately US$ 32 million per km). 

Energy 70 For energy efficiency programmes and development of social infrastructure, the sector needs 

approximately US$ 5 billion a year. 

Ports 33 Current forecasts envisage 5% year-on-year growth of total sea and river port capacity, which 

amounts to a 620 million tonne increase by 2020. 

Airports 11 The Ministry of Transportation has selected 24 airports as priority investment objectives. The 

reconstruction programme needs US$ 440 million for each of these investments. 

Total 753  

Source: Gazprombank 
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Taking into account the current budget constraints, 

meeting the above funding needs solely through 

public investment is impossible. The need to develop 

infrastructure incentivises the government to actively 

implement new instruments, including PPPs. 

According to Business Monitor International’s 

assessment, the infrastructure sector (energy, 

housing and transport) in Russia will grow from 

US$ 39 billion in 2011 to US$ 110 billion in 2020; 

that is, in the medium term (until 2015), growth of 

the infrastructure sector may amount to about 18 

per cent per year, half of which will be spent on 

transportation. 

 

Chart 1: Sector potential  

Infrastructure expenditures against total construction expenditures, US$ billion 

 

Source: Business Monitor International 

 

Chart 2: Energy versus transport expenditures, US$ billion 

 

Source: Business Monitor International 
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Chart 3: Transport infrastructure expenditure breakdown, US$ billion 

 

Source: Business Monitor International 

 

Chart 4: Energy and social infrastructure breakdown, US$ billion 

 

 

Source: Business Monitor International 

 

Improvement of the investment climate in Russia 

and as a result, the increase in international 

investment and implementation of PPP projects are 

the main aspects of government investment policy.  

PPPs in Russia were mainly launched in 2005 after 

the passing of the federal PPP law, followed by the 

establishment of the Investment Fund of Russian 

Federation and the development of regional PPP 

legislation. Lastly, the mechanisms of investment 

support with state guarantees on invested funds 

were launched. First place in PPP project 

implementation in Russia is held by the St 

Petersburg region, (where the law was passed in 

2006).1 The region has the greatest number of 

projects in both the transport and social sectors.  

 

2. Main instruments and institutions 

Concessions2 

Until 2012 the concession law had been following 

project implementation strictly according to the Build-

Transfer-Operate model. Moreover, the list of 

contract objects from transport infrastructure (roads, 

ports, railroads and so on), the social sphere (health, 

education and so on), energy and public utilities has 

been set. 

In order to simplify and unify the mechanisms of 

concession implementation, the government 

provided 12 typical concessions. Concessions are 

used at the federal, regional and local levels, 

depending on the amount of financing and risk-

taking. By the end of 2011, at the stage of 

preparation, conclusion and implementation there 
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were five federal investment projects, eight regional 

and 168 municipal. 

Concessions at a federal level are implemented in 

the sector of transport infrastructure. At the 

municipal level concessions are implemented in the 

sector of public utilities (for example, water supply 

and sanitation, power generation and supply, gas 

supply); roads and engineering structures (for 

example, bridges); waste recycling facilities (recycling 

plants and landfills); cultural property; sports 

infrastructure; educational and medical facilities. 

 

Chart 5: Concessions in Russia 

 

 

Source: Ministry of Economic Development of Russia.

Within the implementation of concession projects it 

is now possible to attract debt financing from the 

open market by issuing bonds of the concessionaire. 

The law provides special provisions for the regulation 

of such bonds. In particular, in accordance with the 

order of the Federal Financial Markets Service of 

Russia of 28 December 2010 No. 10-78/pz-n “On 

Approval of the activities related to the organisation 

of trading in the securities market” (paragraph 

4.10.7), the inclusion of these bonds in quotation 

lists of the trade organisers is conducted under a 

simplified procedure (along with the bonds secured 

by state guarantees, surety or bank guarantee of the 

State Corporation Bank for Development and Foreign  

Economic Affairs (Vnesheconombank)) without  

complying with a number of formal requirements. To 

date, the issuer-concessionaires have issued bonds 

amounting to US$ 19.7 billion roubles with 

maturities from 1 to 20 years. 

At the same time the concessionaire must comply 

with a number of additional conditions. For example, 

the decision on the issuance (additional issuance) of 

bonds must be approved after the conclusion of the 

concession agreement and targeted issuance of 

bonds shall be provided. Also, the right of the bond 

owner to present the bond for early redemption in 

the case of delisting of the bonds at all stock 

exchanges shall be provided. 
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Table 2: Examples of financing concessions projects   

Concession 

issuer 

JJSC 

“Glavnaya 

doroga” 

JSC 

“Glavnaya 

doroga” 

LTD “North-

West 

Concession 

Company” 

JSC “Western 

Hi-Speed 

Diameter” 

CJSC “Volga-

Sport” 

LLC “Waste 

Management-

Volgograd” 

 

CJSC “Waste 

Management – 

NN” 

Issue number 04 03 04 01 01 Planning to issue Planning to issue 

Issue total, 

million 

roubles 

300 8,000 5,000 5,000 1,400 1,200 1,000 

Issue period 1 year 18 years 20 years 20 years 11 years 10 years 10 years 

Coupon 

period 
Half year 1 year Half year Half year 1 year - - 

Issue date 
4 June 

2010 

22 

November 

2010 

21 October 

2011 
7 June 2011 4 April 2011 

Planning to issue 

in 2012  

Planning to issue 

in 2012 

Issue price, % 

on nominal 
100 90 100 100 100 100 100 

Coupon fee 

on issue date, 

% per year 

10.2 

5, the rest 

depends on 

the growth 

of 

consumptio

n prices 

and GDP in 

Russia 

 

11.46 8.93 9.76 - - 

Listing on 

MICEX 
B А1 А1 А1 А1 - - 

Security   

Ministry of 

Finance of 

Russia 

guarantee 

Ministry of 

Finance of 

Russia 

guarantee 

Unsecured 

bonds 
Unsecured bonds Unsecured bonds 
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Investment fund 

Activity of the Investment Fund of the Russian 

Federation (“the Fund”) is regulated by law 1 March 

2008 No. 134 “On principles of Investment Fund of 

Russian Federation budget financing”. The Fund 

receives financing annually from the federal budget.3 

The Fund itself is able to take part in the 

implementation of major, national concession 

projects.   

The Fund invests in projects in the following ways:  

 budget investments in the construction of 

objects, which will be transferred to the 

ownership of the government 

 providing a subsidy for Russian region 

budgets 

 participating in capital co-founding of public 

corporations 

 providing a subsidy for the government 

company “Russian roads” for the purposes 

of road reconstruction and building.  

At present, 43 Fund projects have been approved: 

 18 national projects 

 25 regional projects. 

The total value of national projects is more than Rb 

1.3 trillion, and the Fund invests Rb 380 billion. At 

present, 13 projects are at the stage of 

implementation, with a total value of Rb 971.7 

billion, with Rb 267.7 billion from the Fund.  

Sixty out of 83 regions have already passed the PPP 

laws. The regional laws, however, are not uniform (for 

example, some laws do not provide a comprehensive 

legal framework to protect investor interests). 

Moreover, laws do not provide conditions to launch 

more regional and municipal projects. A pipeline of 

infrastructure projects in the regions of Russia would 

be beneficial. Actual activity in infrastructure 

development is focused on launching federal major 

projects that cost heavily but benefit locally. 

A good example of a nation-wide project is the 

strategic investment project – the Western High 

Speed Diameter (WHSD). The project promotes the 

development of the city of St Petersburg as a major 

world-class transport hub.  

The Western High Speed Diameter project  

The WHSD is a paid municipal highway for the transportation of passengers and cargo, and connects the 

transportation hub of St Petersburg, including the Grand Port, to the country's road network. 

The total length of the route is 46.6 km. The route is designed to include sections with four, six and eight lanes. 

Elevated areas make up 55 per cent of the length of the highway and the sections in the subgrade make up 45 

per cent of the highway. The construction of WHSD envisages 14 interchanges at different levels and structures 

with unique bridge clearances over the ship fairway of 55 metres and 35 metres, construction of which will take 

place for the first time in Russia. 

The project is implemented on the basis of St Petersburg Law on PPP, with a total value of Rb 212.725 billion, of 

which Rb 50.7 billion is from the Investment Fund, Rb 54.2 billion from the budget of St Petersburg and Rb 107.9 

billion from the personal and borrowed funds of the concessionaire. 

A paid fare was introduced in the previously free area of the WHSD on the intersection from the Ring Road to 

Blagodatnaya Street on 14 May 2011. 

Establishment of two tollpoints is envisaged on this part of the route: on the street Automobilnaya and on the 

transport interchange at the intersection with Blagodatnaya Street. 

 

Paid travel on other routes of the WHSD will be implemented once the routes start working 

http://www.whsd.ru/images/pics/hod_realiz_2011-01_big.jpg
http://www.whsd.ru/images/pics/hod_realiz_2011-02_big.jpg
http://www.whsd.ru/images/pics/hod_realiz_2011-03_big.jpg
http://www.whsd.ru/images/pics/hod_realiz_2011-04_big.jpg
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3. Current situation 

In order to activate PPPs in the regions, the Ministry 

of Economic Development has carried out expertise 

assessments concerning law enforcement in regions 

during project implementation. 

The main issues are listed below. 

 Regulations in regional PPP law conflict with 

94-FZ federal law. So there is a risk that the 

regional PPP contract may be declared 

invalid (land, procurement regulations and 

so on). De jure in Russia when a public 

partner needs to attract a private entity on a 

charitable contract basis, it should be done 

in respect of the 94-FZ federal law 

requirements. 

 There is a lack of legislation within the 

budget sector, with no mechanism to assign 

budget funds in order to fulfil 

government/municipal obligations during 

major project implementation (longer than 

five-year contracts). 

 A number of amendments in tariff regulation 

are needed. Amendments should ensure 

that stated tariffs in PPP project contracts 

are exempt from  further changes in 

legislation. 

 During regional PPP project implementation, 

federal law makes no provision for special 

legal orders in different regions for PPPs, by 

analogy with the federal law provisions for 

concessions (land, tax and tariff regulations). 

 There is no standardised identification of the 

PPP model in Russian regions.  

Moreover, there are other obstacles for PPP 

development in Russia: 

 insufficiency of well-qualified PPP specialists 

in the regions of Russia 

 lack of expertise in PPP project preparation 

and realisation at the local level 

 institutional unwillingness of the state and 

municipal owners to delegate certain 

infrastructure rights to the business 

 lack of systematisation (or standardisation) 

in project identification and preparation, as 

well as in the process of tendering 

 lack of understanding as to when certain 

PPP mechanisms can be used 

 high price of consultant services 

 lack of developed PPP model 

documentation, oriented on private 

investment attraction and risk-sharing 

between partners 

 lack of companies doing business in 

infrastructure management 

 lack of well-prepared PPP projects. 

In order to succeed with PPPs and attract investment 

in infrastructure projects, certain amendments in 

federal legislation are needed, in particular: budget, 

investment, land and tax legislation. To that end, the 

Ministry of Economic Development has developed 

two bills “On public-private partnerships” and “On 

amendments to legislation in connection with the ‘On 

public-private partnerships bill’”.  

Introduction of the law regulations of PPPs at a 

federal level will allow the development of unified 

terminology, principles, tender procedures and even 

set the creation of regulatory Acts in the regions. The 

bill sets out essential conditions and guarantees 

legal rights for PPP participants by maintaining the 

authority to control the activity of the private partner 

during project implementation regarding contractual 

commitments.  

Moreover, the improvement of “On concessions” law 

is taking place. In 2012 a number of amendments 

have been passed. New forms of concessions have 

been added, for example, the possibility to conclude 

the Life Cycle Contracts 

(Design/Built/Finance/Maintain). 

4. Future plans  

These include: 

 improvement of the PPP legislative 

framework 

 adaptation of international experience of 

PPP project preparation and implementation 

 analysis of current PPP models stated in 

legislation and improvement in order to 

adapt  to regional needs 

 analysis and introduction of planning 

methods of PPP development in the regions. 

As a result, the following operating instructions will 

be introduced: 

 assessment of the PPP project’s profitability 

 assessment of the PPP project’s risks 

 assessment of the PPP project’s social and 

economic effectiveness 

 assessment of the final result post-PPP 

project implementation. 

The above mentioned measures should assist in the 

creation of a positive environment for PPP project 

implementation in the regions of Russia and, in the 

medium term, increase the investment in 

infrastructure. 
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1
 Saint Petersburg law 25.12.2006 № 627-100. 

2
 Federal Law 21.07.2005 № 115-ФЗ «On 

Concessions».   

3
 The Budget Code of the Russian Federation, Article 

179. 

 

mailto:Yarmalchuk@economy.gov.ru

