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EVOLUTION OF CONCESSION
OPERATIONS

In today’s dynamic world, it is important to
understand the roots and evolution of key economic
and legal mechanisms. The article is devoted to a
detailed analysis and description of concession
operations during various historical stages: from
ancient times, the Middle Ages, stages of
development in the 19th and 20th centuries, analysis
of its modern trends in the 2Ist century. The
relevance of the research lies in the in-depth
disclosure of the mechanisms underlying concession
operations and their impact on the economic, social
and cultural development of the society. Studying the
history of concessions will help specialists and
researchers to better assess current trends and
predict future developments in this field. The aim of
the article is to characterize the key evolutionary
stages of concession operations in order to
understand their essence and critical features, based
on the hypothesis that they have transformed from
simple agreements to complex multi-stakeholder
contracts for various public services and goods. The
research methodology is based on an integrated
approach, which includes historical, comparative
and analytical research methods. As a result, the
research is provided a holistic view of the evolution
of concession arrangements, their significance and
role in the formation of economic relations at various
stages of historical development.
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EBOJIIOLIS ONEPALIi KOHLIECI]

V' cyuacnomy ounamiunomy ceimi easxcauo
PO3YMIMu KOPIHHA Ma e60JI0Yil0 KII0Y06UX eKOHO-
MIYHUX | npagosux mexawnizmie. ¥ cmammi naoano
OemanvHull aHai3 ma XapaKxmepucmuxy onepayiil
KOHYecii npoms2om pi3Hux iCIMopuyHux emanie.: io
CMAapooasHix uacis, cepeOHbOBIUYs, emanie po3-
sumky y XIX ma XX cm., ananiz it cyuacnux mpenoig
v XXI cm. Axmyanvhicme 00CniOdiCeHHs NOAA2AE 6
NO2AUOIEHOMY POKPUMMI MeXaHi3Mi8, Wo NOKIA-
0eHO 8 OCHO8Y onepayiltl KOHYecii, ix 6nIugy Ha
EKOHOMIUHUTI MA COYIOKYILIMYPHULL PO3GUMOK CYC-
ninecmea. Busuenns icmopii konyeciti 0onomooice
cneyianicmam ma OOCAIOHUKAM Kpauje OYIHI08amu
NOMOYHI MmeHOeHyii ma NpocHO3Yeamu MauOymHiil
po3eumox y yiii cgpepi. Memoro cmammi € HadauHs
Xapakmepucmuky Kuo408ux eGONIOYIIHUX emanie
onepayiii Konyecii, wob 3po3ymimu ix cymuicms i
KpUmuuHi 0coOIu8oCcmi, Ha OCHOSI 2inomesu, ujo
6OHU MPAHCHOPMYBANUCST 6I0 NPOCMUX Y200 00
CKNIAOHUX KOHMPAKMI 3 bazamovma 3ayikasieHumu
CIMOPOHAMU HA PI3HOMAHIMHI CYCRIbHI NOCIY2U Ma
mosapu. Memoodonoeia 00cniodicenns 6a3yemvcs Ha
KOMNJIEKCHOMY RIOX001, Wo Micmumyb iCIMOpUYHUi,
NOPIGHAIGHULL MA AHATIMUYHULL MeMOOU OOCTIONCEHHS.
Cmamms Hnaoae yiniche yaenemHs npo pO3EUMOK
onepayiii Konyecii, iX 3nauywicmb ma poib
¥y popmyeanHi eKOHOMIUHUX GIOHOCUH HA pI3HUX
emanax iCmopuyHo20 po36UMKY.

Knwuoei cnosa: onepaiii KOHIIECIT, TOCITY-
'Yl 38 yroJaMH KOHIECii, yroIu KOHIIECIi, JOrOBOpH
KOHIIECiT, KOHLIECIsI, IepyKaBHO-TIPHBATHE TIAPTHEPCTBO,
OyXxrantepcbkuii 00TiK.

In 2022, private sector investment commitments (including concession
arrangements) reached USD 91.7 billion, equivalent to 0.25% of the gross
domestic product (GDP) of all low- and middle-income countries (the World
Bank, 2023). Given the scope, there is a need to research the history to better
understand how the concession arrangements have evolved, identify trends, and
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identify factors that contribute to success or may lead to failure in concession.
This can help to avoid mistakes in future and develop more effective concession
agreements. The research of concession arrangements can also help develop
new and innovative ways of providing public services and infrastructure, which
can be particularly important in countries with limited resources or in countries
needing to attract private sector investment. Additionally, such knowledge can
help to understand the nature of concession and identify ways to improve
accountability and transparency of arrangements. This is important to ensure
compliance of concessions with public interests and their effective management.
Recent research has shed new light on the theoretical and practical
aspects of the retrospective analysis of concession arrangements. Jin and
Schulze (2024) analysed the long-term impact of historical foreign-run
concessions in Chinese cities on today’s urban outcomes. Levine et al. (2023)
examined how changes in British and French legal jurisdictions over conces-
sions in Shanghai impacted financial development. Caranta and Patrito (2020),
traced the conceptual history of concessions and PPPs in the EU, highlighting
the similarities in their legal framework. Lustig (2020) presented a historical
account of how international law facilitated the economic order of private
corporations through concession agreements. Dolgopol (2021) described the
historical stages of concession development in the territory of Ukraine. While
providing valuable insights, these works highlight the need for further research
and retrospective analysis of concession arrangements across diverse contexts.
The aim of the research is to identify and characterize the main stages of
the evolution of the concession in order to understand its essence and critical
features. This study hypothesizes that the concession arrangements have
transformed from simple, informal agreements between a public and private
party on specific works up to complex multi-stakeholder agreements for a wide
range of public services and goods. The research methodology is based on an
integrated approach that includes the following methods: historical research
method (to analyse the development of concession arrangements through differ-
rent historical periods, from ancient times to the present day); comparative
research method (to compare the concession arrangements across various
regions, cultures, and time periods, highlighting similarities and differences);
analytical research method (to conduct an in-depth analysis of sources and docu-
ments from different eras to gather information about concession arrangements).
In order to examine the genesis of a concession as a form of public-
private partnership, we used the assumption that a concession arrangement is
a collaboration between a government/a public body and a private compa-
ny/individual, under which a private party is granted the right to manage or
develop a certain public or public project or asset, usually for a fixed period in
exchange for a reward or a share of the revenues generated by the project or
asset. Given the formulated assumption, the history of concession agreements
dates back to ancient times when the ruling authorities widely used concession
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arrangements in various parts of the world to finance and operate public facilities
such as roads, aqueducts, and markets.

This article consists of the sections according to the analyzed periods:
the first is an analysis of concession arrangements in ancient times; the
second — during the Middle Ages; the third, fourth, and fifth are studies of
concession arrangements in the XIX, XX, and XXI centuries, respectively.

1. Concession arrangements in ancient times

At this stage, concession arrangements were a common means of
allowing private individuals or companies to operate and profit from public
assets and services. These agreements were used to finance the state, reward
loyalty, and encourage private investment in the development and
management of public infrastructure. Some examples of operations with

concession arrangement features are shown in Table 1.
Table 1

Operations with concession arrangement features in ancient times

Area Description

Agreements were known as "concessiones" and were granted by the emperor or other
government officials to individuals who would then become responsible for managing and
maintaining the public assets. For example:

"Ager publicus" is the lease of public land to private individuals or groups, who would then cultivate
and harvest crops or graze animals on the land. It was granted for a fixed period. The lessee was
required to pay rent or tax to the state in exchange for the right to use the land.

Roman Empire |"Vectigalia" is the emperor or other government granted the lease of mines, salt pans, and
other natural resources to private companies or individuals. In return, the concessionaire was
required to pay a share of the profits to the state.

The operation of public baths and latrines was often leased to private individuals or
companies, who would then charge users a fee in exchange for the right to keep the profits.
Similarly, the operation of aqueducts and water distribution systems was often leased to
private companies, who would then charge users for the water they received

The state granted the right to cultivate specific plots of land to individuals who would then
become responsible for its maintenance and operation. In exchange for the right to use the

Mesopotamia land and water, the concessionaires were required to pay a share of their crops or profits to
the state
The state granted the right to conduct trade in specific goods to individuals or groups who
Assyrian would then become responsible for its management and operation (system "karum"). These
Empire people were required to pay a share of their profits to the state in exchange for the right to

conduct trade

The state granted the right to conduct money lending or banking to private individuals or
groups, who would then become responsible for its management and operation (system
"gianzhuang" is a type of early bank or money lending institution). They were required to
pay a share of their profits to the state in exchange for the provided right

Ancient China

Source: prepared by the author according to (de Ligt & Northwoo, 2008; Roselaar, 2010;
Gruber, 1948; Michel, 2012; Amelung & Schefold, 2021).

Overall, concession arrangements in ancient times were used as a
means of financing and operating public facilities and services. While the
specifics of these arrangements varied across different cultures and regions,
the basic idea of granting individuals or groups the right to operate public
assets or services in exchange for compensation remains a common feature
of concession agreements.
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2. Concession arrangements during the Middle Ages

Concession arrangements in medieval times often took the form of
land grants, trade privileges, and resource extraction rights. These were
granted by monarchs, feudal lords, or religious institutions to individuals or
corporate entities in exchange for services, loyalty, or other types of
remuneration. Some examples of operations with concession arrangement
features are shown in Table 2.

Table 2

Operations with concession arrangement features during the Middle Ages

Area

Description

Example

Feudal
Land Grants

A lord would grant land to a vassal, who would then owe military service,
labor, or other forms of tribute. A feudal land grant often included not just
agricultural land but also forests, fishing rights, mineral resources, and the
peasants who lived on the land.

Key features: granting authority; exclusive rights; duration; obligations
and services; legal framework

Norman England,
Capetian France,
Holy Roman
Empire

Guilds and
Trade
Privileges

Guilds often enjoyed special privileges granted by the local lord or
monarch. These could include exclusive rights to trade in certain goods,
or to practice a particular craft. In exchange, the guild might provide the
city with a militia, or contribute taxes and levies.

Key features: exclusive rights; quality control; market access; legal and
regulatory powers

Hanseatic League,
Flemish Cloth
Guilds, Venetian
Glassmakers

Tax
Farming

The right to collect certain taxes was sold or leased to an individual or
group, who would then be responsible for gathering these funds from the
populace. The tax farmer paid an upfront fee to the state for this privilege
and then attempted to collect as much tax as possible to make a profit.
Key features: upfront payment; profit motive; fixed term; regulatory
oversight

Fermiers Généraux
(France), iltizam
(Ottoman Empire),
Zamindari (Mughal
Empire)

Monastic
Lands

Religious institutions, particularly monasteries, often received land grants
from kings or nobles. These could be considered concessions given in
exchange for prayers, educational services, or medical care provided by
the religious institution.

Key features: land and resources; spiritual services; social and educational
services; autonomy; perpetuity

The Abbey of
Cluny, Lindisfarne,
Cistercians,
Teutonic Order

Toll and
Market
Rights

In medieval Europe, the authority to collect tolls on roads, bridges, and
rivers, or to hold markets, was often granted by a monarch or feudal lord
as a form of concession. Such rights were usually conferred upon local
lords, religious institutions, or even entire towns, enabling them to
generate income by charging fees for the use of infrastructure or the
privilege of trading in a particular place

Key features: granting authority; exclusive rights; fees and share;
regulations and responsibilities; duration.

London Bridge,
Rhine river tolls,
Pont Saint-Bénézet,
staple ports in
England

Source: compiled by the author according to (Watkin, 1979; Ogilvie, 2014; Cosgel &
Miceli, 2009; Johnson & Koyama, 2014; Berman, 1986; Raftis, 1961; King, 2007).

Depending on the period and the region, these concession arran-
gements were shaped by various legal traditions, including Roman law, cus-
tomary laws, and church laws. They played a crucial role in shaping medieval
economic and social structures.
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3. Concession arrangements in the XIX century

In the XIX century, the concept of concessions took on new dimen-
sions due to the influences of industrialization, colonialism, and the rise of
global capitalism (7able 3).

Table 3
Concession arrangements in XIX century
Area Description Example

The construction of railways required massive investments | U.S. transcontinental,

and the acquisition of land. Governments often granted | British, Argentine or
Railway companies the right to build and operate railways, some- | Chinese railways
Concessions times offering land grants and subsidies as incentives.

These concessions could span multiple countries, especially

in the cases of transcontinental railroads

Increasing urbanization, industrialization, and techno- | Suez Canal, London’s

logical advances led to the need for improved infrastructure. | Metropolitan Railway,

Infrastructure projects such as canals, roads, bridges, ports, | (the world’s first
Infrastructure i . ve i derground railway)
Projects and ptlhtles rejqulred massive 1nve.stmen'Fs and often | underg : Y),

technical expertise that governments either did not have or | Brooklyn Bridge,

could not allocate. As a result, governments increasingly | Manchester Ship Canal

turned to concession agreements with private entities

The provision of urban utilities like water supply, gas, and | London water

later electricity often involved concession arrangements. | companies, gas lighting

Private companies would be granted the right to build and | in Paris, electricity in
Utility operate these utilities, usually for a set period, after which | Berlin
Concessions control might revert to the government. These concessions

were seen as a way to encourage the construction and

operation of essential public infrastructure without burde-

ning the public treasury

They were often arrangements by which a country granted | British East India

special trade privileges or access to its markets to another | Company had an

country or a private entity. These concessions were part and | exclusive concession to

parcel of the economic and geopolitical landscape of the | trade with India and

era, often closely tied to colonial expansion and the rise of | later China, particularly
Trade capitalism. These concessions often focused on specific | in the tea and opium
Concessions . . . . trade

goods, such as spices, textiles, or opium, or were applicable .

in specific sectors like shipping. At the same time, they | Also, Hudson’s Bay

were often negotiated as part of more extensive diplomatic | Company in North

agreements or treaties and were used as leverage in America

geopolitical strategies

Governments in need of capital sometimes offered conces- | In the late XIX and early

sions related to tax collection, bond issuance, and other | XX centuries, foreign
Financial financial activities to foreign. entities. A spe.ci.ﬁc featureh of | powers secured the rights
Concessions such arrangements was granting financial privileges, which | to operate banks in

could range from the right to collect taxes or customs duties
(tax farming) to the right to operate a central bank or mint
currency

China, often with the
power to issue currency

Source: prepared by the author according to (Moran, 1974; Wells, 1968; Veeser, 2013;
Blackiston, 1940; Vazquez-Farifias et al., 2023).
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Therefore, it is possible to single out the following main elements of
concession arrangements inherent in most such operations of this period:

Granting Authority. Typically, a government (either local or national)
would grant a company or consortium the right to build and operate the object
of concession.

Exclusive Rights. These concessions usually offered exclusive rights
to operate for a fixed period, during which the concessionaire could collect
payments from users.

Fees and Revenue Sharing. In return for the concession, the govern-
ment might require an upfront fee, a percentage of profits, or other forms of
revenue-sharing.

Land and Resources. Often, governments would provide land and
other resources at subsidized rates or even free of charge to incentivize the
development of the concession object.

Regulatory Oversight. Concessionaires were often required to meet
certain conditions, such as maintaining service standards, providing affor-
dable fares, or ensuring safety.

Time-bound. Most railway concessions were time-bound, at the end of
which control of the concession object would revert to the government, although
there were also instances where the concessions were renewed or bought out.

Overall, the XIX century saw a complex interplay of economic interests,
political power, and technological innovation shape the way concessions were
granted and operated. These arrangements had long-term impacts, shaping
economic and geopolitical realities well into the XX century and beyond.

4. Concession arrangements in the XX century

Concession arrangements continued to evolve, influenced by
geopolitical shifts, decolonization, technological advances, and changing
economic paradigms (Table 4).

Consequently, it is possible to single out the following main elements
of concession arrangements inherent in most such operations of this period:

Granting Authority. Typically, a national or regional government
granted the concession, often backed by legislative or executive measures.

Terms and Duration. Concessions generally laid out the terms under
which exploration and production would occur, how long the agreement
would last, and how it could be renewed or terminated.

Royalties, Taxes and Revenue Sharing. Most concessions required the
payment of royalties, additional taxes and fees, or had to share a percentage
of their revenue with the government.

Local Content. Some concessions required companies to hire local
workers, partner with local companies, or invest in local development.

Ownership of Resources. The granting authority usually retained
ownership of the resources, while the concessionaire had the right to explore,
extract, build and sell/operate.
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Concession arrangements in XX century

Table 4

Area

Description

Example

Oil and Gas
Concessions

The XX century saw oil concessions’ expansion and gradual
transformation, especially in the Middle East. Initially, Western
companies held significant, long-term concessions. However, the
rise of OPEC and growing nationalization movements led to the
renegotiation or termination of many such arrangements

Cartel "the Seven
Sisters" in the Middle
East, Anglo-Persian
Oil Company in Iran,
Alaska’s Prudhoe Bay

Infrastructure
and Utilities

Public-private partnerships for building infrastructure like roads,
bridges, and tunnels became more common, especially after World
War II. Private companies would build and operate these facilities
for a specified term before transferring ownership to the
government. The private company usually had the right to collect
user fees or tariffs, and sometimes there was a revenue-sharing
arrangement with the government. Often, the concession
agreements specified the quality of service to be maintained and
penalties for non-compliance

Channel Tunnel,
Panama Canal,
toll roads in the
United States

Telecom
Concessions

The rapid technological advances in telecommunications led to
various concession models. Governments often granted these
concessions to domestic or foreign private companies, allowing
them to build and operate service such as landline telephone
networks, mobile phone services, and, later, broadband Internet.
Many concessions included clauses that required the provider to
extend services to underserved or rural areas as part of the
agreement

British Telecom (BT),
Mexican Telmex
Concession, France
Telecom (now
Orange), AT&T and
Regional Bell
companies in the
USA

Airport and Port
Concessions

Airports and ports have been increasingly operated through
concession agreements, wherein private or semi-private companies
manage the facilities on behalf of the government for a certain
period. Such concessions usually involved private sector firms or
consortiums designing, financing, building, and then operating the
facility for a specified period before handing it back to the public
sector. The range of services could include everything from
terminal operations and ground handling to retail spaces within the
airport or port

BAA and British
airports, Fraport in
Germany, Port of
Singapore, Port of
Rotterdam

Tourism
Concessions

These concessions were granted to operate tourism-related services
within public lands, natural reserves, or historical sites. They ranged
from hospitality services like hotels and lodges to outdoor
recreational activities such as guided tours, boating, or safaris

U.S. National parks,
African safari lodges,
tour operators at
Machu Picchu (Peru)

Source: compiled by the author according to (Moran, 1974; Wood et al., 2016, Ghandi &
Lin Lawell, 2014; the World Bank, 1986; Johnson, 1903; Wallsten, 2005; Landoni, 2012;
Button, 2008; Dinica, 2017; Wyman et al., 2011).

Overall, the XX century saw growing scrutiny and activism around
concessions’ social and environmental impacts, leading to various reforms
and greater emphasis on sustainability and social responsibility. It was
especially true for natural resource concessions in developing countries,
which became focal points for debates around environmental degradation and
social justice. Overall, during this period, the concession landscape was
complex and diverse, shaped by many economic, technological, and
geopolitical factors.

©0600000000000000000000000000000000000000000000000000000000
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5. Concession arrangements in the XXI century

Concession arrangements continue to adapt and evolve shaped by
technological advances, global economic shifts, and increased social and
environmental awareness (7able 5).

Table 5

Key sectors and trends of concession arrangements in the XXI century

Area Description

The allocation of electromagnetic spectrum for mobile communication, crucial for
the operation of wireless technologies and the Internet, typically occurs through
licensing agreements, a form of concession, often involving auctions.

Telecommunications, Additionally, concession arrangements have extended into the digital realm,
Technology and Data including exclusive contracts for data management, software platforms, and cloud
services. These digital concessions can sometimes have monopolistic implications,
which has led to increased scrutiny from regulatory bodies
Concessions in the transportation sector extend beyond traditional models like toll
Infrastructure and roads and bridges, including more complex arrangements for public transportation
Transportation systems, electric vehicle charging networks, and even pilot programs for
autonomous vehicles
Given the growing emphasis on sustainable development, there’s a rise in
concessions for renewable energy projects like wind, solar, and hydropower. These
Renewable Energy often involve agreements with local communities and governments and may come

with specific environmental and social responsibility mandates

There is an emerging trend of concessions in social infrastructure like hospitals,
Social Infrastructure schools, and prisons. These arrangements can be contentious due to the ethical
implications of private sector involvement in public services

Concessions for operating hotels, restaurants, or shops in national parks, heritage
Tourism and Leisure sites, or other tourist destinations are also common. These often require adherence
to specific environmental and cultural guidelines

Source: compiled by the author according to (Miranda, 2007; Nel, 2020; Giirkaynak et al.,
2014; the EPEC, 2022, 2023; the World Bank, 2023; the Inter-American Development Bank,
2024; Balkan Green Energy News, 2023; Sysoiev, 2020; Dinica, 2017; Wyman et al., 2011).

Generally, the XXI century concession landscape is complex, influenced
by globalization, technological change, and increasing awareness of social and
environmental issues. Therefore, modern concession agreements often involve
multiple parties and are subject to various laws, regulations, and international
standards.

Conclusions

Summarizing the research results of the genesis, concession as a form
of public-private partnership (PPP) has its roots in the complex interplay of
economics, politics, and societal needs that evolved over centuries.
Historically, there has been a continuous need for public goods and services
like roads, bridges, markets, and utilities. However, the capital and expertise
required to establish and maintain these services often exceeded the resources
available to governments or local authorities. It created the need to attract
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the resources of private companies and led to the emergence and development
of concession arrangements. The concession has been gone through a long
path of evolution.

Early Forms. The origin and first manifestations of concession in
ancient and medieval times were for example, lords or monarchs granted
individuals or organizations the right to collect tolls or hold markets. It
allowed the entity to earn revenue while also serving a public need. As
a result of this stage, the first concessions were formed, often providing a
time-bound exclusive right to operate and collect revenue.

Legal Formalization. The development of concessions in the
XIX century was due to the Industrial Revolution and the associated surge in
infrastructure projects (such as railways, ports, and utilities), which left many
governments unable to afford these projects on their own and seeking private
investors to share the burden. As the concept of a modern nation-state emerged,
legal systems became more standardized. Concessions evolved from royal
grants or decrees to formal contractual agreements, often ratified by legislatures.
Alongside this, regulatory bodies were created to oversee these concessions to
ensure public interest was upheld (e.g., preventing monopoly pricing).

Modern Evolution. In the XX century, concessions expanded signi-
ficantly to include oil fields, telecommunications, and even public services
like healthcare and education. Due to globalization, international standards
for public-private partnerships and concessions have been developed, often
mediated by international bodies like the World Bank for projects in
developing countries. Today, concessions cover an ever-wider array of public
services and goods, from renewable energy projects to operating entire
prisons or healthcare systems. Modern concessions are complex, often invol-
ving multiple stakeholders, including local communities and international
organizations.

All things considered, the concept of concessions as a form of public-
private partnership evolved from basic arrangements of granting rights and
privileges to complex multi-stakeholder agreements for a wide array of
public services and goods. As expected, the concept will continue to develop,
including considering sustainable development goals.
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