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Public procurement as an object of analysis in the context of reforming
the system of public finance management

The theoretical framework of public procurement through the definition of the concept of «ublic
procurementyis analyzed, the role of analysis in the public finance management system, the principles of
analysis of public procurement and its functions are studied. The article offers to interpret the public
procurement as a component of public financial management system that constitutes a standardized
mechanism of financial and economic relations between the government and business entities on the
implementation of the state order for the goods, services, works on the principles of fair competition
among participants, maximum economy and efficiency, the targeted use of budget funds, openness and
transparency at all stages of procurement, equality of participants, objective and impartial evaluation of
tender proposals, prevention of corruption actions and abuses to achieve the goals of state social and
economic policies to meet public needs. The system of analysis principles of public procurement is
reasonably presented: accuracy; completeness; adequacy of information; consistency; relevance;
usability; specificity; complexity; consistency; regularity; objectivity; efficiency; economic feasibility;
comparativeness; scientificity. The functions of the analysis of public procurement are the following:
informative, control, evaluative and diagnostic, search, prognostic, protective, scientific and cognitive.
The basic tools will make it possible to build a scientifically based mechanism for the analysis of public
procurement.
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Urgency of the research. The reform of the public financial management system (hereinafter — PFMS), which
in a general sense is an interrelated set of measures, instruments, as well as financial institutions that ensure the
stable and effective functioning of the state financial system as a whole and its individual levels, contributing to
the solution of state and regional/local social problems and tasks, as well as the development of the real sector of
the economy, has lasted for more than ten years [1-6]. Significant achievements that have occurred during this
time can be identified in the following areas [5, 6]: the system of public procurement; the system of independent
external financial control; the tax system; the system of public investment management; ensuring public access to
information on budget issues [5, 6]. It should be noted that the first direction received not only a new content (the
adoption of the Law of Ukraine «On public procurement» in order to approximate the legislation and standards of
the EU, a significant reduction in cases that are not subject to competitive procedures, and the introduction of
mandatory electronic procurement), but also rebranding as «public procurement» [7]. However, despite the making
much headway towards the development of the subsystem of PFMS, certain regulations of exogenous (external)
and endogenous (internal) influence on the public procurement system remained not fully decisive, as a
justification and formation of the mechanism for the analysis of the latter.

Actual scientific researches and issues analysis the author relies on. The study of public procurement as a
subsystem of PFMS was carried out at different times by such foreign and domestic scientists as S. Avdasheva,
L. Alekseienko, V. Bazylevych, D. Bos, O. Vasylyk, H. Davoodi, S. Evenet, J. Deltas, M. Zvieriakov, J. Laffont,
I. Kniazeva, J. MacMillan, P. Mauro, V. Melnykov, V. Osetskyi, O. Rozhko, O. Soudri, J. Stiglitz, J. Tirole,
B. Heckman and others. Despite significant advances in economic research, analysis rarely extrapolates on public
procurement (it is worth noting the single but very informative work of Professor Parasii-Verhunenko I. M. «The
analysis of public procurement: methodological and practical aspects» (2017) [8]. A monograph and a thesis for a
Doctor's of Economics degree of M.S. Pysmenna have become determinative in this field. The author presents the
following innovations [9, 10]: «the social and economic prerequisites for development of public procurement
system, as a guarantee of rational spending of public funds have been determined; the evolution of a legal
framework for public procurement as control and analytical environment is studied; the principles of procurement
procedures for public funds are identified and the variety of procurement on the basis of criterial assessments of
the interaction of customers and participants of tender procedures is characterized; the tools of implementation of
public procurement based on international regulatory approaches regulation of their conduct for the formation of
information databases for monitoring and analysis are summarized; parameters for the evaluation of potential
suppliers, and the stages of public procurement procedures with the aim of identifying controlled objects of public
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procurement are analyzed; the theoretical basis of the implementation of target use of budgetary funds in the public
procurement process with the aim of conceptualizing the direction of methods of analysis is formed; quantitative
and cost indicators of procurement procedures are constructed and methodological tools for evaluating the
effectiveness of public procurement on the basis of implementation of international approaches of domestic
practice are developed; accounting analytics of public procurement in terms of information technology is
improved; risk-based approach in the methodology of the state audit of public procurement in electronic
environment is improved; the theoretical and methodological bases of realization of paradigmatic approach to
control and audit in the sphere of state (public) procurement; the analytical toolkit for selection criterion of the
most economically advantageous procurement is developed; organizational and methodical principles of
monitoring of public procurement as an integral part of public audit are enhanced». In justice to the weight and
importance of the author's achievements, it should be noted that the analysis of the presented regulations indicates
the need for further elaboration of theoretical and practical positions of the analysis of public procurement.

The aim of the research is to study, substantiate and form the theoretical basis for the analysis of public
procurement as a part of the public financial management system.

The statement of basic materials. In the most generalized form, management is the activity of the subject
manifested in a purposeful, organizing impact on the object of management, in order to bring the latter to the
desired state for the subject. The management system is a single entity that exists and develops through the
interaction of its components.

One of the founders of management theory Henri Fayol (1841-1825) identified five functions: planning,
organizing, management, coordination and control [11, p. 40]. The management principles of Henri Fayol can be
presented as follows [12, p. 30, 48]:

= division of labor, i.e. reassignment to employees some individual operations and, as a consequence,
increasing productivity, due to the fact that the staff is able to focus their attention.

= power and responsibility, i.e. the right to give orders must be balanced with responsibility for their
consequences.

= discipline, i.e. the need to comply with the rules established within the organization. In order to maintain
discipline, it is necessary to have managers at all levels capable of applying adequate sanctions to violators of
order.

= undivided authority, i.e. each employee reports only to one manager and receives orders only from him.

= unity of action, i.e. a group of employees should work using the same procedure aimed at achieving one
goal.

= subordination of interests, i.e. the interests of an employee or a group of employees should not be placed
above the interests of the organization.

= reward, i.e. a fair way to encourage employees.

= centralization, i.e. a natural order within an organization that has a control center. The degree of
centralization depends on each case.

= hierarchy is an organizational hierarchy that should not be broken, but that should be reduced as far as
possible to avoid harm.

= order, that is a specific place for each person and each person is in the right place.

= fairness, i.e. respect and justice of administration to subordinates, the combination of goodwill and equity.

= continuity of personnel, i.e. staff turnover weakens the organization and is a consequence of poor
management.

= initiative, i.e. providing opportunities for personal initiative to employees.

= corporate spirit — solidarity of employees, unity of power.

It is noteworthy that the set of management principles since their publication in 1916 in the" General industrial
administration" have not been changed, while the management function was motivated to expand during a century
(the concept developed by V. Khil (1968)): planning, organization, coordination, promotion, regulation and control
[25, p. 43; 26, p. 142]. Recent achievements of domestic scientists suggest the expediency of allocating only four
functions: planning, organization, motivation and control, despite the fact that these functions are implemented in
any management process (coordination and regulation functions are actually components of the functions of
planning, organization, motivation and control) [13, p.36].

However, modern scientists and economists are increasingly inclined to the need to distinguish among
management functions also the function of analysis. Thus, the well-known academic economists S.S. Moshenskyi,
0.V. Oliinyk reasonably insist on such a position, motivating the loyalty to the fact that «... the analysis is carried
out at all levels of management, in all departments of the economic entity and components of the economy, it is a
prerequisite for individual management functions; the analysis is based on a single methodological basis, which
makes it possible to form general recommendations for the organization and conducting analytical work, which, in
its turn, can serve as a basis for comparison and analytical generalizations at the macroeconomic level» [14, p. 45].
Another well-known academic economist, Sheremet O.D., notes that economic analysis is an objectively necessary
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element of enterprise activity management, which helps to determine the essence of economic processes, assess
the financial situation, identify reserves and production potential, and make decisions for planning and
management [15, p.10]. Well-known academic economists V.V. Kovalev, O.N. Volkova clearly recognize the
analysis among the control functions [16, p. 13]. Professor Savytska H.V. believes that «analysis of economic
activity is an important economic science, which occupies a central position among the functions of the
management systemy and provides scientific decision-making [17, p.10].

Thus, the above makes it possible to argue about the need to allocate among the functions of the public finance
management system the functions of analysis.

Traditionally, the main elements of the management system include:

e the subject of management, that is, the source of control influence, the one who manages, performs the
functions of management and affects the object in order to transfer it to a new state;

e the object of control, i.e. something the control influence of the subject is directed at; that is functioning
under this influence;

e the control action, that is, a set of targeted and organizing teams, events, techniques, methods by which
exposure is performed on the object and real change is achieved,;

o feedbacks, that is, information for the subject about the effectiveness of the control action and changes in
the object.

According to the earlier regulation for the PFMS reform, full control object is public procurement subjected
to the functional effects through component analysis. Let us turn to the concept of “public procurement” in the
context of the object sphere of analysis.

It should be noted that the concept of «public procurement» in the domestic regulatory field is recently
officially enshrined through the Law of Ukraine «On public procurementy, according to which the latter represents
the acquisition of goods, works and services by the customer in the manner prescribed by the Law [18]. The
presented definition should be considered weakly informative, and therefore requires clarification. Let us turn to
the characteristics of public procurement presented in the specialized literature.

So, young scientists Kvach V.Yu., Afanasiiev H. V. argue that the implementation of the current tasks for
which the state should purchase goods, services, should contribute to the achievement of the goals of the state
social economic policy. With the help of such economic operations, which under certain conditions form a
procurement relationship, the state ensures the implementation of its economic and social functions in all spheres
of social life. Public procurement, which is based on an auction and an objective and independent approach to
determining the winner, serves as a market mechanism for the effective use of budgetary funds. The
implementation of public procurement procedures currently attracts considerable attention of scientists, since in
the case of an effective system of transparent public procurement procedures, the adoption of honest, objective
and non-discriminatory decisions by customers, the presence of anti-corruption programs, the increase in the
economic, political and public spheres of the state becomes possiblex» [19, p.884].

Ovramets Yu.O. notes that public procurement of goods, works and services [7, p. 187-188] is the legal
mechanism that makes possible the choice of the state in favor of the contractor on the most favorable market
conditions; the necessary conditions for the implementation of such a task are impartial competitive process of
procurement and selection of the winner based on predetermined criteria; the ultimate goal of such a mechanism,
optimization of the suppliers on the principle of «economic feasibility» (i.e., full compliance with the eligibility
criteria of the competition and the low cost of their goods, works, services; the mechanism of development of
contractual relations“state-private sector” with the goal of solving social economic problems of the state and
society, including relation to research, create and implement the latest technologies and developments, attracting
thus the private sector to provide the society with all the necessary social services; economic tool to ensure the
implementation of the constitutional functions of the state regarding the development and functioning of strategic
sectors of the economy, national security, health, education, science, culture, physical culture and sports, the
maintenance of order and the like.

In conclusion of his detailed study, Ovramets Yu. O. notes that «the full implementation of state functions and
the normal functioning of society is impossible without the availability of public procurement» and presents the
following features of public procurement (table.l); as a result, the author proposes to understand public
procurement as «...institute of administrative law, which determines the process of implementation of the state
order, which is the acquisition of public procurement of goods, works and services by the customer in the order of
the most favorable market conditions in order to meet the public interest (public needs)» [7, p.188-189].
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Table 1
Characteristic features of public procurement®
Feature Characteristics of a feature
Regulatory compliance customers have the right to make purchases carried out exclusively in

the form and manner according to the legislation of Ukraine according
to the procedure of clearly expressed administrative nature

Targeted use of funds purchases are carried out exclusively on the basis of budget
assignments and to perform socially significant tasks assigned to the
customer

Competitive character procurement should be carried out on a competitive and transparent
basis without any discrimination

Economic feasibility in order to ensure budget savings and prevent corruption, customers

are required to choose the one of the bidders who offered the lowest
price for their goods, works and services, with complete compliance
of the declared qualification criteria.

Economic policy instrument through public procurement and commodity interventions, the state
can form the level of demand and supply in the national market of a
product.

Pappas S., studying the international experience of public procurement, comes to the conclusion that «...public
procurement is a set of public relations arising in the process of implementation by the customer of public needs
for goods, works and services for public funds in the manner prescribed by the legislation of Ukraine» [20, p.72].

Novakovets V.M. in his thesis proposes to consider public procurement (state procurement) as a specific
instrument of financial and legal regulation of relations on formation, rational distribution and efficient use of
public funds used in the implementation of public interest in the acquisition of goods, works and services for public
funds [21, p. 72].

Soshnykov A.O. argues that the main purpose of the implementation of public procurement is to meet public
needs [22, p. 224].

For the implementation of an integrated approach to the conceptual study of the selected object, we turn to the
normative legal acts of the sphere of the PFMS.

Thus, the Strategy of development of the public Finance management system, where for the first time
state/public procurement is defined by the element of the PFMS, provides for the development of this component
to ensure the further formation of a unified structured system of public procurement on the principles of
transparency, openness, non-discrimination and competition, the functioning of which will ensure the rational and
effective use of public funds and meet the public needs for high-quality goods and services [2]. Also, this normative
act establishes the potential strategic role of state/public procurement in the development of Ukraine as a whole
and assistance of effective and efficient public administration, social responsibility and sustainable development
in particular through the implementation of the principles of fair competition among the participants, maximum
economy and efficiency, openness and transparency at all stages of procurement, equality of participants, objective
and impartial evaluation of bids, prevention of corruption and abuse.

The strategies of reforming the system of public finance management in 2017-2020 appeal to public
procurement, but do not give any of their characteristics, however, contain links to the Strategy of reforming the
public procurement system («road map») [5]. This normative document notes that «one of the main functions of
the state is the purchase of goods, works and services to meet the most important social needs, which is carried
out on the basis of the rational use of public funds and the development of a competitive economy. Public
procurement reform is related to political, legal, social, financial, institutional, ethical and technological tasks, the
solution of which will contribute to the sustainable social and economic development of the state, the
competitiveness of the economy and the dynamic integration of Ukraine into international markets, in particular
into the EU common market...» [23].

The generalization of above mentioned characteristics allows to interpret the public procurement as a
component of public financial management system that constitutes a standardized mechanism of financial and

1 is generalized on the basis of [7, p. 189]

28


http://www.irbis-nbuv.gov.ua/cgi-bin/irbis_nbuv/cgiirbis_64.exe?Z21ID=&I21DBN=UJRN&P21DBN=UJRN&S21STN=1&S21REF=10&S21FMT=fullwebr&C21COM=S&S21CNR=20&S21P01=0&S21P02=0&S21P03=A=&S21COLORTERMS=1&S21STR=%D0%A1%D0%BE%D1%88%D0%BD%D0%B8%D0%BA%D0%BE%D0%B2%20%D0%90$

ISSN 1994-1749. 2018. Bun. 3 (41).
Tpobremu meopii ma memo0oonoeii Oyxeanmepcbkoeo 00Ky, KOHMPOTIO | AHAL3

economic relations between the government and business entities on the implementation of the state order for the
goods, services, works on the principles of fair competition among participants, maximum economy and
efficiency, the targeted use of budget funds, openness and transparency at all stages of procurement, equality of
participants, objective and impartial evaluation of tender proposals, prevention of corruption actions and abuses
to achieve the goals of state social and economic policies to meet public needs.

For the further development of the theoretical foundations of public procurement analysis, the subject of the
latter should be considered as the structure and content of information flows within the specified mechanism in
the context of all stages. The main task of the analysis of public procurement is to assess its results, identify the
factors of influence that led to the relevant results in the analyzed period, as well as planning and forecasting
activities in the field of public procurement for the future. It is solved with the help of not only cost accounting
data, but also operational and statistical data in different units of measurement.

Despite the classical approaches to the definition of requirements for the results of the economic analysis of
activity [27-31], namely, they should be reliable, because it has a significant impact on decision-making; useful
or sufficiently complete, that is, unambiguously characterize the event; essential and concise or relevant, or clearly
correspond to the information request; adequate to the current state of the process or reliable; significant
(substantial) in the sense that they potentially affect the decisions; presented in a user-friendly form, and taking
into account the peculiarities of the public procurement mechanism within the framework of the PFMS that the
authors propose the following composition of the principles of analysis of public procurement [14-17, 27-31]:
reliability; completeness; sufficiency of information; compliance; significance; convenience; specificity;
complexity; consistency; regularity; objectivity; efficiency; economic feasibility; comparability; scientificity.

The functions of the analysis of public procurement are the following: informative, control, evaluative and
diagnostic, search, prognostic, protective, scientific and cognitive. The composition of the tasks of public
procurement analysis is determined by the set of proposed functions. Due to the large humber of existing tasks of
economic analysis today (about 40 positions collectively for different sources of specialized literature), the
development of problems of analysis of public procurement requires processing and submission to an individual
publication.

Conclusions and prospects for further research. The development of the theoretical basis of the analysis of
public procurement as an important element of the PFMS requires further continuation in order to finally form a
sustainable scientific basis for the methods of such analysis. The construction of analytical mechanisms for public
procurement, taking into account these theoretical positions will ensure their quality and practical effectiveness in
time. The formation of an effective analytical support of an important element of the PFMS will increase its
manageability and efficiency in general.
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I'punnmen Jumutpiit OnekcaHAPOBHY — TOKTOp EKOHOMIYHHX HayK, mpodecop, nekaH (aKyIbTeTy
myOIIYHOTO YIPaBIiHHAA Ta MpaBa JKUTOMHPCHKOTO AEPKaBHOTO TEXHOJOTIIHOTO YHIBEPCUTETY.

HaykoBi inTepecu:

— OyXranTepCchKuii 00K B CHCTEMI YIIPaBIiHHS €KOJIOT0-eKOHOMITHOO O€3IIEeKOI0 i IIPUEMCTB.

Caipko CsiTiana BomomumupiBHa — JOKTOp €KOHOMIYHMX Hayk, mpodecop, mpodecop Kadenpu
eKOHOMI4HOi Oe3mekn, myONiYHOro yHpaBiiHHA Ta ajMiHiCTpyBaHHS JKHTOMHPCBHKOTO JIep»KaBHOTO
TEXHOJIOTIYHOTO YHIBEPCHUTETY.

HayxkoBi inTepecu:

— TEOopisl Ta METOJIOJIOTIsI OyXTalTepChbKOTo 00JIIKY B CEKTOPI 3arajbHOTO IEPKABHOT'O YIPABIIHHS;

— METOJIMKa Ta OpraHi3alist OyXrajarepchbKoro o0JiKy B CEKTOPI 3arajbHOTO JIEp)KaBHOT'O YIIPABIIiHHS;

— CHCTeMa YIpaBIiHHA JOepKaBHUMHU (iHAHCAMHU B IUIOMY Ta B KOHTEKCTi 1 OOJIKOBOro 3a0e3meucHHS
30KpeMa;

— Oro[KeTHa CUCTeMa Ta OFOJKETHHUH MPOIec B yMOBaX T100alizaliifHOrO pO3BUTKY.

CynpyHoBa Ipuna BanepiiBHa — KaHOuIaT €KOHOMIYHHMX HayK, JOLEHT, JOKTOpaHT JKHUTOMHPCHKOTO
JIEp’)KaBHOTO TEXHOJIOTIYHOTO YHIBEPCUTETY.

HayxkoBi inTepecu:

— MPOOJIEMH OLIIHKU B OyXTraJTepCchKOMY OOJIIKY;

— Teopisi, METONOJIOTisS Ta OpraHizaiis OyXraiTepchbKoro OOJIKy B CEKTOpi 3arajbHOr0 JAEp)KaBHOTO
yIpaBIiHHS;

— €KOHOMIYHMH PO3BUTOK HA PEriOHANILHOMY Ta HALlIOHAJIILHOMY PiBHSX.

Cratts Hagiinuia no penakmii 10.09.2018.
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