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Urgency of the research. The importance of the study
and improvement of public procurement system in Ukraine in
the context of applying international principles of public pro-
curement policy is determined by the unstable economic de-
velopment of the country, ineffective activities of economic
structures and inefficient use of financial resources.

Target setting. The current public procurement system is
in its infancy and is accompanied by unresolved problems
concerning legislative direction, the regulation of planning,
control of the responsibility of subjects of public procurement
and so on. Therefore, there is a need to build new models of
state procurement, that would facilitate the sustainable socio-
economic development of the state.

Actual scientific researches and issues analysis. The
scientific  works of such scholars as N. Bondarenko,
I. Demyanova, S. Naumenko, N. Topolenko, I. Fedorova,
0. Shatkovskyi and others deal with peculiarities of the organ-
ization and funding of public procurement.

Uninvestigated parts of general matters defining. Sci-
entists did not work out enough the issue of defining ways of
increasing the efficiency of public procurement system in
Ukraine in order to save public funds, ensuring free competi-
tion environment and economic growth in general.

The research objective. The article aims to highlight the
current practice of the public procurement system organiza-
tion, define current problems and directions of their solving
concerning their financing and organization under conditions
of establishment of market management type in Ukraine.

The statement of basic materials. The article substanti-
ates the need for budget financing of the system of procure-
ment of goods, works and services for state needs. The prin-
ciples of effective functioning of public procurement system on
the basis of the best achievements of world experience are
defined. The main causes of inefficient process of organiza-
tion and funding of public procurement have been found and
the strategic directions of their solution have been outlined.

Conclusions. An effective public procurement system
should be based on the principles of competition, transparen-
cy and non-discrimination. This will help to save public funds,
to ensure the most transparent and open process of their
spending, that of course, will increase the degree of public
confidence in state.
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®IHAHCYBAHHA TA OPTAHI3ALIA
OEP>XABHUX 3AKYNIBEJb B YKPAIHI:
NPOBJNEMU TA HANPAMW BUPILLEHHA

AkmyanbHicmb memu docnidxeHHs1. Baxinusicmb 0o-
cnidXeHHs1 i yOoCKOHaneHHs1 cucmemu Oep)xasHUX 3aKyrieerib
8 YKpaiHi 8 KOHmMeKCMi 3acmoco8y8aHHs1 C8imoeux NPUHYUIie
OepxagHOi  3aKynigenibHOi  MOMMuUKU  8U3Ha4YaembCs He-
cmabiflbHUM eKOHOMIYHUM PO38UMKOM KpaiHu, Hepesyrbma-
mugHoto OisifibHiCMI0  20Cr100apChbKUX CMpyKmyp ma Hee-
hekmusHUM 8UKOpUCMAaHHSAM hiHaHCOBUX pecypcis.

lMocmaHoeka npo6nemu. [ito4a cucmema OepxasHuUX
3aKynieesnib nepebysae Ha cmadii cmaHoeneHHs ma Cynpo-
800)XXKyembCsi  HegupiweHuMu rpobremamu w000 3aKOHO-
0asuyo20 CripsiMysaHHs, pearnameHmauii nnaHyeaHHs, KOH-
mponto eidnosidanbHocmi cyb’ekmie Oepx3akyrieesns mouwjo.
Tomy icHye nompeba y nobydosi Hogux modersiel opaaHizauii
OepixasHux 3aKynieenb, siki 6 cripusinu 3abe3neyeHHo cmarso-
20 coujarnbHO-eKOHOMIYHO20 po38UMKY Oepxasu.

AHani3z ocmaHHix docnidxeHb i ny6nikayii. Haykosi
npauyi makux e4eHux, sK H. bonOapeHko, |I. [Jem’saHosa,
C. Haymenko, H. Toronerko, |. ®edoposa, O. LllamkoscbKuli
ma Hwi mManu crpagy 3 ocobrueocmsaMu opzaHisauii ma
piHaHCyeaHHs Oep)xasHUX 3aKyrieerb.

BudineHHs1 HedocidxeHuUx YacmuH 3a2ajibHOi npo-
6nemu. Haykosusamu we HedocmamHbO onpaybosaHi nu-
maHHS U000 OKPEC/IEHHST Harnpsmie nid8ULEeHHs eghekmue-
Hocmi hbyHKUiOHy8aHHS cucmemu OepxaeHuUX 3aKkyriieesib 8
YKpaiHi 3 Memoto ekoHOMIT depxxasHUX Kowmis, 3abesnedyeH-
HS1 8iIbHO20 KOHKYPEHMHOo20 cepedosulya ma eKOHOMIYHO20
3pOCMaHHS 8 Uirlomy.

MocmaHoeka  3ae0daHHsI. Cmammsi  noknukaHa
suceimnumu ditody npakmuky opaaHizauii cucmemu depxae-
HUX 3aKynieesnb, oKpecumu iCHyrodi npobnemu ma Hanpsimu
supiweHHs wo00 ix ¢hiHaHCcysaHHA ma opzaHisauii 8 ymoeax
CmaHOo8/IeHHs1 PUHKO8020 murly 20CrodaprosaHHs 8 YKpaiHi.

Buknad ocHoeHo20 Mamepiany. Y cmammi 06rpyHmo-
8aHO HeobxiOHicmb 610XemHo20 ¢hiHaHCy8aHHA cucmemu
3akynigenb moeapis, pobim, nocnye 0nsi 3abe3neyeHHs dep-
XaeHux nompeb. BusHavyeHO MPUHUUNU egeKmueHO20
yHKUioHy8aHHs1 cucmemu  OepxasHUX  3aKynigenb 3
ypaxyeaHHsIM  Kpaujux 30006ymkie ceimogozo  docsidy.
3’7co8aHO OCHOBHI MPUYUHU HeegheKmueHo20 npouecy op-
eaHizauyii ma ¢hiHaHcysaHHs1 OepxagHUX 3aKyrieernb, a MaKox
OKpecrieHo cmpamegaiyHi Harnpsmu iX 8UPILUEeHHS.

BucHoeku. EdgekmusHa cucmema OepxasHUX 3a-
Kynigesib nosuHHa 6a3yeamucsi Ha MPUHUUNax KOHKYPeHUi,
npo3opocmi, HeduckpumiHayii. Lle dacmpb 3moey 3aowadumu
depxxasHi Kowmu, 3abe3neyumu rpoyec ix sumpayvyaHHsI Makx-
cuMarbHo enacHuM i 8idkpumum, wo, 6e3ymosHo, byde cripu-
amu nidsuweHHO cmyneHsi dosipu epomadcbkocmi 0o Oep-
Kasu.

Knroyoei cnoea: depixasHi 3akynieni; 6r00xemHi Kowmu;
OepxasHi 3amoeneHHsi; meHOepHi mopau; ¢hiHaHcosul ma
epomadcbKuli KOHMPOJIb.
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Urgency of the research. Successful development of market relations in Ukraine requires the cre-
ation of favourable investment climate, creation of innovative technologies, concentration of material,
financial, scientific and technical resources for multilateral modernization and reconstruction of produc-
tion facilities, creation of social and economic system that can lead to the global economy. The system
of public procurement can be an effective tool for concentration of financial resources of the country in
order to implement scientific and technical, innovative, socioeconomic programs.

Target setting. Creation of conditions for effective functioning of public procurement system is an
important issue for our country. Such procurement process is accompanied by unsubstantiated as-
sessment of requirements in public procurement, that does not ensure transparency, openness, com-
petition and effective use of budget funds. So far as these problems affect national economy, they
need to be solved by strengthening the control over the targeted use of budget funds and moderniza-
tion of public policy in the sphere of formation and placement of orders, increasing their budgetary,
organizational and administrative efficiency.

Actual scientific researches and issues analysis. Public procurement is the subject of investiga-
tions of both foreign and domestic experts. This is due to the complexity of procurement procedure
realization and importance of procurements in general for the socioeconomic needs of the country.
Scientists who researched issues of financing and organization of public procurement are the follow-
ing: N. Bondarenko [1], I. Demianova [1], S.Naumenko [2], N. Topolenko [3], |. Fedorova [4],
O. Shatkovskyi [5] and others.

Uninvestigated parts of general matters defining. In general the above mentioned scientists’ re-
search results contributed to an improvement of economic and legal mechanism of public procure-
ment. However, not all financial and organizational aspects of public procurement problems are fully
solved, that requires further research in this area.

The research objective. The purpose of the article is to highlight the role, tasks and principles of
public procurement system and to outline current problems and ways of solutions of their financing
and organization under conditions of establishment of market management in Ukraine.

The statement of basic materials. The need for budget financing of the system of procurement of
goods, works and services for government needs is caused by the presence of production spheres,
which are of national importance, particularly those with high capital intensity, high-risk, remote eco-
nomic effect. So, in the world practice separate sectors of the economy, the social and industrial infra-
structure facilities are traditionally financed by means of the budget funds and new innovative indus-
tries, that define the scientific and technological progress and promote fundamental structural changes
in the economy, are developed.

In many countries the organization of procurement for public use is based on similar general princi-
ples. Almost all the documents governing the procurement of various countries note that the main dif-
ference from public procurement conducted by commercial sector and individuals — is that they are not
carried out at the buyer's own funds, and the taxpayers' money. Unlike the private sector, acting in
their own interests in case of public procurement, the procurement of goods and services is provided
by a third party — state officials. In these circumstances, there is a wide scope for inefficiency and
abuse. This means that in case of public procurement, special requirements for the organization of the
procurement process should act. Accordingly, most procurement mechanisms that are used in various
countries are aimed at addressing this problem.

Today, almost all democratic countries declare that the mechanism of public procurement should
be based on two basic principles: the economy and justice (Table 1). The importance of these princi-
ples for the process of public procurement and the mechanism of their implementation shall be report-
ed to all government customers, the final recipients of relevant benefits, as well as to suppliers and
contractors environment.

Any purchases, regardless of the amount and volume of goods, should be based on equality and
openness not only in theory but also in practice. They should provide equal opportunities to all bidders
through the use of open and conventional channels of information. The procedures should be clearly
defined and any changes in the rules should be communicated to all participants.
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Table 1
The basic principles of public procurement mechanism*
No. Name of the principle Content of the principle
1. Equality Providing equal opportunities to all applicants
2. Honesty Minimizing corruption and patronage
3. Economy and efficiency Getting the goods and services at low prices should be periodically compared

with the estimated data and similar transactions; revision of accumulated re-
serves is needed

4, Effectiveness It is necessary to check periodically the implementation of purchase plans in
order to stop activities which do not give result.

*Prepared by the author

In Ukraine, an important problem in the system of budget financing procurement of goods, works
and services for state needs is the issue of ensuring its effectiveness and efficiency. Limited financial
resources of the government against the backdrop of acute crisis tendencies in the economy acutely
put the problem of common methodological approach to quantitative methods for evaluating the effec-
tiveness of budget financing procurement system and the reliability and accuracy obtained during im-
plementation of the results.

Current procurement funding mechanism in domestic practice does not ensure fully the task con-
cerning elimination of inefficient budget allocation because it is more regulated and accurately formed
only at the stage of public order. Thus the process of goods and services procurement for government
needs is accompanied by violations of procedures and non-transparency of tenders, lack of funding.
As illustrated by Fig. 1, during 2011-2015 the number of open trades decreased and the number of
requests for price quotation during the public procurement of goods and services reduced. In addition,
it can lead to inefficient use of public funds as a result of failure to obtain the benefits from purchased
goods, performed works and provided services.
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Fig. 1. Information on public procurement of goods, works and services*
*Prepared by the author based on references [6]

The main reasons for inefficient process of organizing and financing procurement for government
needs are the following:
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1. The absence of an authorized body that has the Unified Register of contracts for the supply of
goods for state needs and progress of their execution; can monitor procurement activities of public
purchasers; considers disputes on public procurement in the pre-trial order and so on.

2. Gaps in the methodology of forming tender (competitive) conditions. Mechanisms and proce-
dures of tender (competitive) condition formation do not include all the necessary factors that affect
the efficiency of procurement, namely objective criteria for assessing the quality of purchased products
are not established; the responsibility of officials for meeting deadlines for each stage of the procure-
ment procedures is not assigned; standard forms of contracts which contain basic provisions and
standards required for usage in contracts to supply goods and services to the state are absent; re-
qguirements for qualification of tender committee members are absent.

3. Failure to comply with economical efficiency of the procurement process. There is no precise
formulation of the conditions under which a decision concerning the selection of a procurement mech-
anism is made. While forming conditions of the tenders not all of the factors, that may affect the deliv-
ery, transportation costs, installation, maintenance and other costs, are provided.

4. There is high probability of creating discriminatory conditions of competitive bidding as there are
no procedures for receiving, registration and storage of competition (tender) applications, the adminis-
trative procedures of making decision concerning determination of the winner, specific criteria for de-
termination of value of the deposit. A request for the examination of contracts with the relevant authori-
ties in case of the absence of objective assessing criteria creates the conditions for making decisions
primarily based on subjective opinion of an officer.

5. Gaps in the budget system functioning results in untimely or incomplete procurement financing,
disruption of supply terms.

6. Lack of professional personnel for training and retraining of specialists engaged in procurement
for state needs, financial and procedural control within public procurement area.

As a result, these problems cause low productivity and inefficiency of public procurement and lead
to direct losses of budget funds and failure to achieve the expected socio-economic results. The situa-
tion becomes more complicated due to the absence of clear concepts of economic development and
public policy priorities, that does not allow to use limited public resources effectively. So today it is ex-
tremely important to solve these problems. This will help to link certain strategic priorities with ex-
pected budget resources in the short-term period and in the medium- and long-term perspective. So,
to improve procurement for public needs the following measures should be implemented:

1. To develop flexible funding mechanism for public procurement, which can respond to changing
market conditions, to provide essential social needs in case of the most efficient allocation of budget
resources.

2. To create a single information resource in order to ensure the greatest transparency, openness
and authenticity of information concerning procurement. For this it is necessary to develop the pro-
curement registers, to make life cycle contracts with establishing a fixed purchase price in case of im-
plementation of public and private partnership projects, to strengthen control in procurement area etc.

This unique resource should include the possibility of collecting, storing, displaying previously post-
ed information and carrying-out of an analysis of obtained data that provides the greatest transparen-
¢y, openness and accountability of the financial activities of public authorities and members of the pro-
curement process that enhances the effectiveness of the financial mechanism of public procurement.

3. To monitor the effectiveness of the financial budget allocation through the use of tools such as
the current financial planning, assessment of procurement starting (maximum) price and the contract
price, the use of standard contracts and library of the contracts, work with claims and control of con-
tracts ensuring, forming of procurement committees, the use with reference to each other methods of
state and public control etc., that increase the efficiency of the public procurement financing mecha-
nism.

4. To evaluate the effectiveness of the financing mechanism of the state order that characterize:
frequency of use of placing order procedures; the degree of environment competitiveness in the
sphere of public orders financing; average value of concluded public contracts; saving budget funds.
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The implementation of these proposals will help to improve the process of financing and organiza-
tion of procurement for state needs, which will allow to stabilize and ensure rapid social development
of the country in the future.

Conclusions. Thus, budget financing of procurement system, on the one hand, allows to solve the
problems of socio-economic development of the country, on the other hand — increases the revenues
of budgets of all levels and provides strengthening of financial and economic positions of economic
entities — recipients of budget allocations, is an effective mechanism of their support and is the source
of funds that can be directed by them for their development goals.

The most significant factor in the development of the financial mechanism of public procurement is
social and economic policy of the government implemented in competitive market conditions. Introduc-
ing a balanced government policy, taking into account peculiarities and structure of national economic
complex, aims to improve and strengthen of market mechanisms of economic and social relation de-

velopment, to improve the country's image, to stimulate sustainable development of Ukraine.
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