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PUBLIC PROCUREMENT METHODS IN RUSSIA

The paper analyzes the public procurement system functioning in the context of introduction
of federal contract system at the federal, subfederal, and municipal levels in Russia. The analysis
of the breakdown of costs of the concluded contracts subject to the order placement methods gov-
erned by the federal law on public procurement No. 94-FL has shown that the biggest share is
accounted for by an "open e-auction", and almost equal shares come from an "open contest” and
"procurement from a sole supplier".
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Oaekcannp Pumanos
METOIN JEPXKABHUX 3AKYITIBEJIb Y POCII

Y cmammi npoeedeno amaniz cucmemu oepycasnux 3zaxynieeav y Pocii. Pozeasnymo
nosumuenuil 00c6i0 (DYHKUIOHYBAHHA cUCMEMU O0ePICABHUX 3aKyniéeib 6 KOHmeKcmi
6npo6aodHceHHs (hedepaivHoi KORMPAKmHoi cucmemu Ha edepasvHom, cyoghedepaivnom ma
Mmyniuunatvrom piensx. Ilpoeedenuii anaaiz po3nooditenus eapmocmi nionucanux KOHMpPaKmie é
3aaexcrocmi 8id cnocoGy po3milienHst 3aM06.AeHb, U0 PeAAMEHMYEMbCsL (pedepailbHuM 3aKoHOM
npo depxucaeni 3axynieai Ne94-D3, npodemoncmpysas, wo Halibiivwa wacmka npunaoac Ha
«GIOKpumuii aykuion 6 eaeKmpomuii (hopmi», npuGAu3HO PiGHI MaAcCMKu Maromo <«GiOKpumui
KOHKYpC» ma «3aKynieni y €0uno20 nocmauaibHuKa».

Karouosi caosa: cucmema depicagrux 3aKynieens, ayKyion; Koukypc,; Pocia; depucasni 3axynieni
ons cneyianvHux yineil.
Puc. 3. Jlim. 17.
Anekcannp PoiManos
METOAbI TOCYJAPCTBEHHBIX 3AKYIIOK B POCCUUN

B cmamve nposeden anaaus cucmemot cocydapcmeennuix 3axynox ¢ Poccuu. Paccmompen
HOAOMHCUMEAbHDLL ONbIM (DYHKUUOHUPOGAHUS CUCHEMbL 20CYOAPCIMBEHHBIX 3AKYHOK 6 C8s3U C
66edenuem hedepaibHoli KOHMPAKMHOU cucmemvt Ha ¢hedepaivrom, cyogedepaivnom u
mynununaavhom yposusx. Ilposedennviii anaaus pacnpedeseHusi CHOUMOCHIU 3AKAIO4MEHHBIX
KOHMPAKmoe 6 3a8UcCUMOCU OMl Cnoco606 pasmMeujeHus: 3aKa3o8, pe2iameHmupyemolx
hedepaavrovim 3axonom o 2ocyoapcmeennvix 3axynkax Ne94-D3, noxazaa, umo naubosvwas
004151 NPUXOOUMCSL HA «OMKPBIMBLI AYKUUOH 6 IAeKMPOHHOU hopme», npubAU3UMEAbHO PAGHbLE
004U UMEIOm «OMKPbIMbLIL KOHKYPC» U «3aKYNKU Y e0UH020 NOCIAGUUKQ».

Karouesvie caosa: cucmema 2ocydapcmeeHHbIX 3aKYNOK, ayKuuoH, KoHuKypc;, Poccus;
eocydapcmeentvle 3aKynKu 045 CNeyUaIbHbIX yeaell.

Introduction. The system of procurement of goods, work, and services for public
and municipal needs based on the competitive selection of suppliers is generally
recognized in the world practice, and is aimed among other things at saving public
costs. "The common" types of competitive procedures (auctions, contests etc.) are
standard (Vorobyeva, 2012; Kovalev, 2012); yet, the frequency and scope of applica-
tion of a specific kind of a competitive procedure may vary significantly. The article
evaluates the pattern of using different kinds of competitive procedures for selecting
suppliers under the national system of public procurement.

Literature Review, Purpose and Methods of Study. Public procurement system reg-
ulation. There is the WTO government procurement agreement functioning at the
international level. It is aimed at opening national markets of public procurement.

1 o . . . .
Novosibirsk State Technical University, Russia.

© Alexandr Rymanov, 2014



102 EKOHOMIKA TA YINPABJIIHHS1 HALJIOHAJIbHUM rocriogAPCTBOM

In the US federal procurement is governed by the Code of Public Procurement
Regulations (Federal Acquisition Regulation, 2005).

The EU public procurement is governed at 3 levels: international level, the EU
level, and national one (EU directives, 2004/17, 2004/18).

The main international regulation is the UNCITRAL Model Law on Public
Procurement (UNCITRAL, 2014).

The overview of studies. In the study by E. Carayannis and D. Popescu (2005) the
main attention is paid to the EU attempts to transform public procurement into a
more cost effective and innovative process. It shows that information technologies are
a powerful instrument that may reduce structural changes inside and between the
countries, and may ease the movement of goods and services, thus stimulating the
competition of European suppliers at domestic and international markets. Data
analysis ensured obtaining a number of results with respect to further actions to be
taken by the countries of Central and Eastern Europe, and the action plan for using
the results of the study together with the suggested recommendations for discussing
important issues of electronic public procurement development.

A. Erridge and R. Nondi (1994) analyze the practice of public procurement with
regard to the theoretical models based on partnership, competition, and mixed mod-
els. The tasks of the study are to determine the nature of the current practice of pub-
lic procurement with regard to the aforesaid models, and to reveal whether there is
any relation between the established practice of public procurement and achievement
of "price-quality" effect.

L. Preuss (2009) studies the ways local authorities in England use public pro-
curement for the purpose of stimulating sustainable development. They apply a wide
set of instruments aimed at achievement of different sustainability aspects. These
instruments are considered within the frame of the procedure for the management of
supply chains for public sector.

The study of H. Walker and S. Brammer (2009) is aimed at revealing the stabili-
ty of procurement in the public sector of Great Britain. Local authorities are very
inclined to procure from local and small suppliers. As it was, cost is the main obsta-
cle on the way to assure sustainable procurement.

A. Akintoye et al. (2003) point out that in the process of implementing contracts
of public and private partnership the factors preventing achievement of high efficien-
cy of these contracts include inter alia high costs of public procurement, and the con-
flict of interests of the parties participating in public procurement.

The purpose of this study is to reveal the most demanded competitive procedures of
public procurement placement (order placement methods) in the existing system of
public procurement. The source data include tender documents of the implemented
procedures. The methods of the study are comparative analysis and system approach.

Analysis of functioning of Russian system of public procurement. Discussion.
Continuous improvement of the public procurement system is aimed at enhancing
the transparency and effectiveness of suppliers screening mechanisms. Let's analyze
the functioning of public procurement system from the perspective of applicable
competitive procedures.

Figure 1 shows the breakdown of costs of concluded contracts by order place-
ment methods governed by the law on public procurement No. 94-FL "On placing
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the orders for supply of goods, performance of work, provision of services for public
and municipal needs". The biggest share (over a half) belongs to an "open electronic
contest". Almost equal shares are accounted for "open contest” and "procurement
from a sole supplier”. An inconsiderable share of the cost of concluded contracts in
the form of "request for quotation” (about 3% in the total cost of public order) can be
explained by low value of a piece of goods purchased using this method.

Oth; 0,1

OG; 17,4

RQ; 3,2
OEA; 61,2

Note: OEA — open electronic auction; RQ — request for quotation; OC — open contest; SS — sole
supplier; Oth — others.

Figure 1. The structure of public order breakdown by order placement methods
in 2013 according to the law No. 94-FL, % (zakupki.gov.ru)

Figure 2 shows the structure of the breakdown of costs of concluded contracts by
order placement methods governed by the federal law No. 223-FL "On procurement
of goods, work and services by certain kinds of legal entities" (special-purpose public
procurement). The difference in the structure of orders breakdown by placement
methods explains the specifics of activity of certain legal entities.

The biggest share (34%) is accounted for the "subjects of natural monopolies”. A
smaller share (22%) is accounted for "open contest”. It should be pointed that open
contests are used more frequently (at least, in terms of cost) for the orders placed in
accordance with the law No. 223-FL than for the orders governed by the law
No. 94-FL. A rather big share is also accounted for the orders made by public unitary
enterprises (11%). Other methods of placing orders governed by the law No. 223-FL
(11 methods) make small shares (Figure 2).

The breakdown of costs of the concluded contracts by the levels of customers in
2011-2013 shows that federal and subfederal customers used to finance major vol-
umes of public contracts (39—47% — federal customers, and 37—41% — subfederal
ones in the total volume of financing). Municipal customers used to finance in this
period around 16—21% of the total volume (Figure 3).

Federal contract system functioning prospects. In the nearest future the system of
public procurement will function in the form of Federal Contract System (FCS)
(Piskunov, 2011; Vorobyeva, 2012; On the federal contract system, 2012). The process
of planning and predicting public procurement will be changed considerably; a
cumulative procurement forecast will be executed. Besides, the list of applicable
competitive mechanisms will be extended: besides the order placement methods con-
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sidered in the analysis, there will also be a limited-participation tender, a two-stage
tender, and a request for proposals.

SS 72 EA;53

RQ; 4,6

PC; 0,9
PCoRP; 0,5
MUE; 0,5
CA; 0,5

Al 04

OC; 22,3

Note: SNM — Subjects of natural monopolies; OC — Open contest; PUE — Public unitary
enterprises; ORTA — Organizations conducting regulated types of activity in the field of power
supply, gas supply, heat supply, water supply, drainage, utilization (burial) of solid household
wastes etc.; SS — Procurement from a sole supplier; EA — Electronic auction; RQ — Request for
quotation; BESM — Business entities of Russian Federation, constituent entity of Russian
Federation, municipal formation in the authorized capital of which exceeds 50% in the total; SBC
— Subsidiary business companies; PC — Public companies; PCorp — Public corporations; MUE —
Municipal unitary enterprises; OA — Open auction; AI — Autonomous institutions.

Figure 2. The structure of public order breakdown by order placement methods
in 2012 according to the law No. 223-FL, % (zakupki.gov.ru)
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Figure 3. The breakdown of costs of public contracts by the levels
of customers, 2011-2013, % (zakupki.gov.ru)

Conclusion. The analysis of costs breakdown of the concluded contracts subject
to the order placement methods governed by the federal law on public procurement
No. 94-FL "On placing the orders for supply of goods, performance of work, provi-
sion of services for public and municipal needs"” given herein showed that the biggest
share is accounted for an "open electronic auction”, and almost equal shares are
accounted for "open contest” and "procurement from a sole supplier”.

The structure of the costs breakdown of the concluded contracts depending on
the order placement methods governed by the federal law No. 223-FL "On procure-
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ment of goods, work, services by certain kinds of legal entities" shows that the biggest
share is accounted for "subjects of natural monopolies”, the smaller share belongs to
"open contest”, and a rather high share is accounted for the orders made by unitary
enterprises.

The breakdown of costs of the concluded contracts by the levels of customers
shows that federal and subfederal customers in 2011—2013 used to finance major (and
almost equal) volumes of public contracts. It is expected that most of the problems in
public procurement planning will be solved with the help of FCS.
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