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CONCEPTUAL FOUNDATIONS
OF APPLYING PUBLIC-PRIVATE
PARTNERSHIP

MECHANISMS IN THE
TOURISM SECTOR

Saidov Utkir Uralboyevich
Researcher at the Scientific Research Institute for Tourism Development

Abstract: This article examines the conceptual foundations and significance of effective collaboration between the
public and private sectors in tourism, addressing issues such as improving tourism infrastructure, creating new tourist
destinations, and attracting more tourists to the country through public-private partnerships (hereinafter referred to as
PPP). Additionally, the theoretical foundations of applying PPP mechanisms are discussed.

Key words: Public-Private Partnership (PPP), sector, conception, strategy, tourism infrastructure, PPP mechanisms, PPP
models, tourism facilities.

Annotatsiya: Ushbu maqolada turizm sohasida davlat va xususiy sektorlar o‘rtasidagi samarali hamkorlikning konseptual
asoslari, ahamiyati, davlat-xususiy sherikligi (keyingi o‘rinlarda DXSH) orqali turizm infratuzilmasini yaxshilash, yangi
turistlik yo‘nalishlarni yaratish va mamlakatga ko‘proq turistlarni jalb qilish masalalari, shuningdek DXSH mexanizmlarini
go'‘llashning nazariy asoslari ko'rib chigiladi.

Kalit so‘zlar: Davlat-xususiy sheriklik (DXSH), sektor, konsepsiya, strategiya, turizm infratuzilmasi, DXSH mexanizmlari,
DXSH modellari, turizm obyektlari.

AHHOTauus: B gaHHOM cTaTbe paccmMaTpyBalTCs KOHLENTyarnbHble OCHOBbI M 3HAYMMOCTb 3h(PEKTUBHOrO COTPYAHMNYE-
CTBa Mexay rocyqapCTBEHHbIM U YaCTHbIM CEKTopaMu B cdhepe Typuama, BKNoYas BOMPOCh! YyyLLIEeHUs TYpUCTUHECKON
MHPPaCTPYKTYpbl, CO30aHNSI HOBbIX TYPUCTUYECKUX HAMPaBMEHUA U NPUBNEYeHns BonbLLIEro Yncna TypucToB B CTpaHy
NoCpPeACTBOM rocygapCTBEHHO-4YacTHOro napTtHepcTea (manee — [UI1). Kpome Toro, obcyxaatTca TeopeTnyeckune
OCHOBBbI NPUMEHeHNst mexaHnamos 1.

KntoyeBble croa: rocygapCcTBeHHO-4acTHoe naptHepctBo ([YM1), cekTop, KOHLUenuus, cTpaTterusi, TypucTuyeckas
MHdpacTpykTypa, MexaHuambl M4I1, mogenu M4l, Typuctnyeckne oobEKTHI.

INTRODUCTION

Several reforms are being implemented by the President of the country to develop the tourism sector in
Uzbekistan. As a result of practical measures taken in recent years and efforts aimed at strengthening the
regulatory and legal framework for the development of the industry, both the number of tourists visiting the
country and the quality of services provided have significantly improved. The tourism infrastructure is being
adapted to meet modern standards year by year.

Nevertheless, it cannot be said that Uzbekistan is effectively using its existing tourism potential in the
development of the tourism sector. The country boasts over 7,000 historical monuments, a figure that, according
to UNESCO data, places Uzbekistan among the top 10 countries in the world’s richest in historical monuments
and tourism resources [1]. Effectively harnessing this potential, turning tourism into a “driver” of Uzbekistan’s
economy, and increasing tourism service exports to $5 billion is a key objective of the ‘Uzbekistan 2030 Strategy
[2].

It's known that the development of the tourism sector is not only a process that requires the effective
cooperation of multiple sectors, but also a complex process that influences social, economic, and political
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processes in the country. In this process, the cooperation between the public and private sectors (PPP) plays
a crucial role not only in the development of tourism itself but also in the development of many related sectors.

ANALYSIS OF LITERATURES

In order to strengthen the conceptual foundations of using Public-Private Partnership (PPP) mechanisms
in the development of the tourism sector, the scientific works of both foreign and local scholars were analyzed.

In particular, the works of foreign scholars such as E.l. Morkovskaya, V.G. Varnavsky, R. Normant,
P. Rosenau, T.V. Arcer, and others, as well as local scholars such as N. Yusupov, F. Karabaev, and U.l.
Jumaniyazov, were analyzed regarding the origin and content of the concept of PPP.

Additionally, regarding the application of PPP in the tourism sector, the scientific works of foreign scholars
such as C. Gunn, P. Kotler, L. Zender, |.S. Kabiroy, I.I. Ezreth, E.K. Barablina, G.K. Paskariu, K.E. Sillignakis,
Y.V. Kudryavtseva, A.T. Tleuberidinova, T.A. Lavrova, M. Zapata, C. Seng, and S. Menon, as well as local
scholars such as A. Norchaev, D. Mamayusupova, and D. Ishankhodjaeva, were studied.

Based on the analysis of the analyzed literatures and the conclusions drawn, a new generalized definition
of PPP in the tourism sector was developed: PPP in the tourism sector is a partnership framework based on
mutual interest, equality, legality, and effectiveness principles, aimed at developing the tourism sector within
a specific project and time frame, taking into account the sectoral and regional characteristics of tourism, and
involving the state, private sector, and civil society institutions.

RESEARCH METHODOLOGY

In this research, both empirical studies and theoretical perspectives on the conceptual foundations of
using Public-Private Partnership (PPP) mechanisms in the tourism sector were examined. The research used
methods such as empirical and theoretical analysis, synthesis, selective observation, generalization, and
comparative analysis, as well as the works of local and foreign scholars relevant to the topic.

ANALYSIS AND RESULTS

Firstly, let's discuss the concept of “public-private partnership” (PPP) and its history. This concept is referred
to internationally as “Public-Private Partnership (PPP)” and its origins can be traced back to the 1950s when
projects aimed at financing the education sector through the participation of both the public and private sectors
served as a basis for its development [3].

This concept is defined differently by many scholars. To date, there is no universally accepted definition
of the PPP concept. However, it is necessary to mention several definitions that are widely used in various
scientific and practical works on a global scale and are close to being general.

Specifically, according to the economist V.G. Varnavsky, PPP is an institutional and organizational
cooperation between the government and business, aiming to combine the material and immaterial resources of
both parties on a mutually beneficial contractual basis. This is implemented to carry out projects and programs
that are important for society, ranging from major sectors of industry to scientific research and public services
[4].

According to R. Norment, the Executive Director of the National Council for Public-Private Partnerships
in the United States, PPP is a contractual agreement between any level of government and a private sector
organization. Through this agreement, the skills and assets of both sectors complement each other to create
services or facilities for public use. Along with the joint usage of resources, each party shares potential risks
and benefits [5].

Research by American Professor P. Rosenau indicates that PPP emerged as a form of legal cooperation
capable of preventing both market and government failures. It can harmonize the best aspects of both parties,
resulting in a synergistic positive effect [6].

The scholar T.V. Arcer, who focuses on the economic aspects of intersectoral partnership relationships,
suggests studying partnerships in two groups: 1) Trade-unionist, from the perspective of labor relations; and
2) Intersectoral, aimed at addressing social and economic issues in society through cooperation. The scholar
emphasizes that intersectoral partnership is a system that should be directed toward modernizing the national
economy. It is appropriate to specifically highlight the following elements [7]:
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Pic. 1. System of Intersectoral Partnership™.

It is very important to mention that there has been limited scientific and theoretical research on the
application of PPP, its fundamental principles, and mechanisms in economic sectors in our country. Examples
include the educational module “Theory and Practice of Public-Private Partnership” [8], co-authored by
N. Yusupov and F. Karabaev published in 2013, as well as U. Jumaniyazov’s research on the application of
PPP in managing the housing construction sector [9].

As can be seen, the above studies do not address the application of PPP mechanisms in the tourism sector
in Uzbekistan in the most effective manner and ensure their efficiency. Nevertheless, several researchers
are conducting investigations in this area. For instance, D. Mamayusupova’s work “Legal Framework for
Development of Touristic Potential Based on PPP” [10] and D. Ishankhodjaeva’s study “Current State of PPP in
the Tourism Sector of the Republic of Uzbekistan” [11]are among the few works in this field.

In the context of the consistent implementation of the “Uzbekistan 2030” strategy, the introduction of PPP
principles into economic and social sectors and the expansion of the participation of both public and non-
governmental sectors in this process are of particular importance. Specifically, the development of the tourism
sector depends not only on the efforts of a single sector or organization but also on establishing effective
partnership relationships between the three sectors in society: the state, the private sector, and civil society
institutions.

In this study, we will also specifically address various approaches to applying the PPP concept in the
tourism sector, as well as the perspectives of sector scholars on this matter.

The theoretical research on the application of PPP in the tourism sector began to develop in the 1970s in
the US and Europe. Scholars such as C. Gunn, P. Kotler, L. Zender, and C. Karty created the initial theories for
developing the tourism sector through PPP. Their early theories emphasized that the unique characteristics of
the tourism sector make it dependent on various factors for its development and that it cannot be developed
without mutually beneficial cooperation [12]. Research in this field significantly increased in both quantity
and quality by the end of the 1990s. Especially after 2005, studies demonstrated that developing the tourism
sector through PPP yields quite positive results. According to many scholars and experts, the global financial-
economic crisis that began in 2008 made the development of almost all sectors of the global economy through
PPP principles one of the most pressing issues on the agenda. The tourism sector, in particular, was rapidly
developed through mutually beneficial partnership relations among the sectors in society. A clear result of this
was that the flow of tourists continued to grow even during periods of crisis.

Based on observations, scientific works on introducing PPP into the tourism sector can be divided into two
groups:

Researching PPP based solely on the collaboration between the public and private sectors.

Researching PPP based on the collaboration between the state, the private sector, and civil society
institutions.

The concept of PPP in the tourism sector has been defined by scholars such as I.S. Kabirov, I.I. Ezreth,
E.K. Barablina, G.K. Paskariu, K.E. Silligakis, Y.V. Kudryavtseva, A.T. Tleuberdenova, T.A. Lavrova, and others.

1 Resource: Journal “Mpobnembl coBpemeHHo akoHoMukn”, Ne 3 (39), 2011 r.
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In other words, PPP in the tourism sector is characterized as mutually beneficial and close cooperation between
the public and private sectors aimed at addressing pressing issues in the field of tourism [13].

Another group of scholars emphasizes that PPP in the tourism sector is a form of cooperation based
on mutual trust and efficiency among the state, private entrepreneurs, and citizens, aimed at the social and
economic development of regions through the advancement of the tourism sector [14].

In our view, PPP in the tourism sector is a partnership framework based on mutual interest, equality,
legality, and effectiveness principles, aimed at developing the tourism sector within a specific project and time
frame, taking into account the sectoral and regional characteristics of tourism, and involving the state, private
sector, and civil society institutions.

ItisgeneralforeachcountrytofacecertainissuesandobstacleswhenapplyingPPP mechanismsand principles
in the tourism sector. From this perspective, several researchers, including E.A. Kamensky, M.V. Yakimenko,
M.S. Vilenskaya, M.A. Kravchenko, and others, have conducted various studies on the challenges of applying
PPP mechanisms and tools in tourism development. For example, M.V. Yakimenko and M.S. Vilenskaya
highlight the following problems related to the use of PPP mechanisms in the tourism sector:

Limited freedom of activity for private enterprises;

Low tourism potential of selected regions for development through PPP;

Low level of return on investment for funds spent by investors;

Very limited allocation of budget funds for PPP projects;

Insufficiently comprehensive tourism development programs in regions, among others [15].

According to the authors, applying the mechanism of tourism clusters is advisable for addressing the
above-mentioned problems.

E.A. Kamensky divides the problems encountered in implementing PPP principles in the tourism sector in
Russia into two parts: 1) Issues related to strengthening the legal framework of PPP; 2) Problems associated
with effectively financing projects implemented under PPP [16].

Inthedevelopmentofthetourismsector, theissuesofenhancingtherole ofnotonlythe publicand private sectors
butalsocivilsocietyinstitutionshavebeenwidelydiscussedintheresearchofM.Zapata, C.Seng,Y.V.Kudryavtseva,
S. Menon, and others. For instance, C. Seng acknowledges the increased focus on the role of civil society
institutions in revisiting and further developing tourism reforms in Singapore with more competitive tourism
products [17]. M. Zapata highlights the development of “hybrid organizations” in Spain, which are non-
governmental non-profit organizations established with government initiative to accelerate the development
of the tourism sector. These organizations mainly focus on providing innovative ideas to private sector
representatives, improving the qualifications of sector personnel, and protecting the rights of consumers of
tourism products. Their financing is supported by both government and private enterprises [18].

According to Russian scholar Y.V. Kudryavtseva, when revenues from the tourism sector are distributed,
95% are allocated to private sector organizations, while only 5% go to state organizations. In other words,
the funds invested by the state in supporting tourism infrastructure do not cover their costs [19]. Therefore, it
is advisable to further develop partnership relations between the state and private sector organizations and
to involve private sector enterprises more broadly in the development of tourism infrastructure. This is a key
aspect that should be considered when developing state policy on tourism management.

One of the first sociological studies on the application of PPP mechanisms for tourism development was
conducted in 2000 by the World Tourism Organization (UNWTQ). The study involved nearly ten thousand
respondents from 90 member states of the organization. According to the results, 98% of the state, non-
governmental, and private organizations involved in the tourism sector emphasized that the role of PPP in
tourism development was “very important” and “important” [20].

According to experts from the World Tourism Organization, the main reasons for applying PPP mechanisms
in the tourism sector are as follows [21]:

- The need to develop new tourism products and services;

- The necessity of effectively mobilizing resources;

- The need to share not only financial risks but also decision-making risks among partners;

- The need to develop innovative projects aimed at sector development and to exchange effective practices;

- The need to allocate financial resources based on the financial status of project participants, and so on.

CONCLUSION AND RECOMMENDATIONS

In the process of studying the conceptual foundations of PPP relationships, it has been identified that
there are several issues awaiting resolution regarding fundamental research on this matter in the context of
Uzbekistan. Additionally, scientific substantiation and practical implementation of the most optimal variants
of these relationships are needed. Addressing these issues promptly involves developing scientifically-based
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proposals through deep fundamental research and selecting mechanisms and models suitable for Uzbekistan
by studying rich foreign experiences.

In Uzbekistan, the legal foundations for PPP began to be solidified by 2019. This included the adoption
of the Law on “Public-Private Partnership” and the Law on “Tourism”. Notably, Article 6 of the Tourism Law
established the development of PPP as a key direction of state policy in the tourism sector.

The fact that the Law of the Republic of Uzbekistan on “Public-Private Partnership” has been amended six
times up to the present day highlights the need for a solid scientific foundation in strengthening the legislation
and improving the system of effective legal regulation.

Based on the problems mentioned above, identifying the issues that are seriously hindering the development
of the tourism sector through PPP in Uzbekistan and finding ways to address them require a deep conceptual
analysis of the issue.

In the tourism sector, the partnership between state and non-state economic structures is primarily
established through the creation of legal foundations for property relations, privatization, granting tax and
customs incentives, and privatization. The main focus here is on reducing the state’s share in the economic
sector. There are many issues that need to be addressed to advance this process in our country. Despite the
ongoing reforms in the sector, there are still unresolved problems regarding the strengthening of legal and
economic mechanisms for collaboration between the state and the private sector.

It should be emphasized that in several developed foreign countries, the conceptual foundations for applying
PPP mechanisms and principles to develop the tourism sector have been established and are continuously
pursued. To make more effective use of Uzbekistan’s rich tourism potential, it is necessary to expand scientific
research and studies on further implementing PPP in the tourism sector and to strengthen the conceptual
foundations.
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