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Urgency of the research. Ensuring the proper level of
controllability of procurement contributes to effective action
of legislated procedures of financial control, and increases
the level of responsibility of participants of the public
procurement process.

Target setting. Putting forward the provisions of
international standards ISSAl, which provide for the
implementation of results of financial control in society, is the
relevant issue of increasing the effectiveness of control
measures.

Actual scientific researches and issues analysis.
Evolution of the views of scientists on the tasks of financial
control in the field of procurement creates the framework for
its further development in terms of increasing effectiveness.

Uninvestigated parts of general matters defining.
The study of the instruments for control actions to assess the
implementation of the principle of responsibility in the field of
procurement requires theoretical and practical justification.

The research objective. The article aims to develop
instruments for financial control of public procurement in
order to implement the principle of responsibility in this area
in accordance with the international standards of financial
control ISSAI.

The statement of basic materials. On the basis of the
implementation of the ISSAI standards, the instruments for
control actions to verify compliance with the principle of
responsibility under the public procurement is proposed.
Assessment of compliance with procurement criteria will
provide evidence for substantiated findings and the
effectiveness of control measures.

Conclusions. As a result of the study, it was concluded
that the combination of ISSAI norms and public procurement
criteria at the level of financial control instruments will ensure
its effectiveness.

Keywords: public procurement; financial control; the
responsibility principle; performance of financial control.

DOI: 10.25140/2410-9576-2018-2-2(14)-78-82

YK 657.631.8

I. K. Opo3a, o. €. H.,
npodecop,

M. C. MucbMeHHa, K. e. H.,
[OOLIEHT,

H. B. Morpi6Ha, k. e. H.

PEANI3AUIA NPUHUUNTY
BIANOBIAAJIbBHOCTIY CUCTEMI
®IHAHCOBOI'O KOHTPOJIO NYBNIYHUX
3AKYNIBENb

AkmyanbHicmb memu docnidxeHHsl. 3abe3nedyeHHs
HarnexHoeo pieHs KOHMPObLO8aHOCMI 3aKynieenb Ccrpusie
eghekmusHil dii ecmaHoeneHuUx 3akoHodascmeom rpouedyp

¢piHaHC0B020  KOHMPOIIO ma nidsuwye  pigeHb
giorosidanbHocmi y4YacHukis npouecy ny6nidHux
3aKynieerb.

locmaHoeka npo6nemu. AxkmyanbHUM [MUMaHHAM
nid8UWEHHsI pe3ynbmamugHOCMi KOHMPOJ/IbHUX 3axo0ig €
rnoknadeHHs 8 OCHO8Y HOPM MIKHapOoOHUX cmaHOapmig
ISSAI, ski nepedbavaromb peanisauito  pe3ynbmamis
hiHaHCoB8020 KOHMPOJIO 8 CYCriNbCMEi.

AHaniz ocmaHHix docnioxeHb i ny6nikauid.
Eeontouis noensidie Haykosuie Ha 3as0aHHs (biHaHCO8020
KOHMpOIo 8 cghepi 3aKyrieesib Cmeoproe 0CHogY rnodasnbLiol

tioeo po3bydosu 8 Yacmumi nidsuUWEHHS
pesynbmamugHocmi.
BudineHHsi HedocnidxeHUX YacmuH 3a2allbHoi

npo6nemu. [ocrioXeHHs iHCMpyMeHmapito KOHMPOIbHUX
diti wodo ouyiHku peanizayii npuHYUMy eidnosioansHoOcCMi 8
coepi  3akynisenb  rnompebye  meopemuyHUX ~— ma
pakmu4HUx obrpyHmysaHs.

lNocmaHoeka 3ae0aHHsA. Memoto cmammi € po3pobka
iHcmymeHmapito 3 ¢biHaHCO8020 KOHMPOIO  MybidHUX
3akynigesnb w000 peanizayii npuHyuny eidnosidanbHocmi 8
uiti cepepi  8idMogiOHO 00 MixXKHapoOHUX cmaHOapmig
¢biHaHCc08020 KOHMPOso ISSAI.

BuknadeHHs1 OCHOBHO20 Mamepiany. Ha ocHosi
imnnemeHmaujii HOpM ISSAI 3arnporoHogaHul
iHcmpymeHmapill  KoHmponbHuUx 0id  wo0o nepesipku
dompumaHHsIH — npuHyuny  eidnoeidansHocmi 8  x00i
nybniqyHux 3akynieesnib. OuiHka O0ompumMaHHs Kpumepiig
3akynigenb 3abe3neyums Ooka3u Onsi 0b2pyHMOBaHUX
BUCHOBKI8 ma pe3yibmamueHiCmb KOHMPOJIbHUX 3ax0dis.

BucHoeku. B pesynbomami docnidxeHHs  ditwinu
BUCHOBKY, Wo mnoedHaHHsI HopMm ISSAl ma kpumepiig
nybniqyHux  3akyrnieesls ~ Ha  PigHI  IHCMpPyMeHmapiro
¢iHaHCOB020 KOHMPOIIo 3abesneyums tioeo
pe3yrnbmamueHiCme.

Knroyoei cnoea: nybniyHi 3akynieni; chiHaHcosul
KOHMPOJIb; npuHyun sidroesidanbHocmi;

pesynbmamugHicmb hiHaHCO8020 KOHMPOITIO.

Urgency of the research. Public procurement constitutes a significant part of state expenditures,
the size of which depends on the normative cases of procurement in accordance with tender
procedures. Despite the introduction of the electronic procurement system “Prozorro”, about 90% of
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budget funds in the country are spent by ordering customers under non-transparent public
procurement procedures. This testifies to corruption’s influence and improper control of the
responsibility of the executives of participants of the public procurement.

Target setting. According to the results of the financial control of public procurement, there is a
contradiction: significant amounts of violations detected by the control bodies do not correspond to the
consequences of their full compensation and the inevitability of punishing the guilty persons. The
effectiveness of financial control, in the form in which it is currently fixed by the control authorities,
obviously does not meet the expectations of society about the ultimate effects of verifying the
effectiveness and legitimacy of public procurement. Today, one of the primary tasks of financial control
is the reducing corruption in the field of public procurement by implementing the principle of
responsibility for violations or ineffective decisions.

Actual scientific researches and issues analysis. The questions of the effectiveness of financial
control their biggest development in the works by S.V.Bardash, M. T. Belukha, F.F. Butynets,
E. V. Kalyuha, V.P. Panteleyev, G. A. Solovyov, V. S. Rudnytskyi, who considered complex and
combined approaches to the implementation of the control results in the light of “audit body” — “controlled
object”. V. O. Shevchuk was the first to connect the implementation of the control results to the indirect
relations of the mechanism of public administration [1, p. 63]. Conclusions on the superiority of public
interest over the private about the results of financial control [2, p. 14] are consistent with the latest
concepts of “genealogy of financial control” Yu. L. Slobodyanyk, which unites the interests of the
performers of the control functions of the state and the public’s demands for information on disclosure
and prosecution of the guilty persons [3]. Foreign scholars Ayers J. B. [4], Clifford P. McCue, Eric Prier,
David Swanson [5] and others stress on the need to limit the possibility of fraud in procurement.
However, the issue of assessing responsibility for management decisions in the field of public
procurement remains controversial, since they require a modern methodological support for control
activities.

Uninvestigated parts of general matters defining. Best practices of the scientists on the
implementation of the results of financial control and the public need for information on prosecution for
violations in the field of public procurement updated the need for a study of financial control instruments
in order to ensure the implementation of the principle of responsibility. The study of the methodological
basis for drawing conclusions on the results of financial control requires developments in accordance
with the best foreign practice and the norms of the international standards of financial control ISSAL.

The research objective. The research aims to use scientific principles of relational doctrine of
control and results of analytical evaluation of legitimacy of regulations to determine areas of
improvement of the public financial control in the field of public procurement to achieve the
performance of control actions to implement the responsibility principle.

The statement of basic materials. The system of public procurement in Ukraine is in the process of
continuous improvement with the aim of creating a competitive environment, preventing corruption, and
developing fair competition. At the same time, the issues such as customer planning avoidance of legally
defined norms in the field of procurement arise already at the stage of budgeting and preparation of
annual procurement plans, which leads to an increase in the number of contracts without conducting the
bidding procedures by tender participants, the existence of legal grounds for the use of honcompetitive
procedures in “bypassing” the competition, which negatively affects the dynamics of open bidding and
does not contribute to the effective use of public funds in this area. The typical violations in the conduct
of non-competitive procedures are overpricing, possible avoidance of open tender procedures, violation
of contract terms, and the lack of transparency in the conduct of pre-procurement on the background of
their weak legislative regulation. These and other issues of the development of the public procurement
system determine the specifics of carrying out control activities in the course of financial control. I1ts main
goal, according to international standards, is to increase the accountability of authorized persons [6]. The
implementation of this goal is reflected in domestic legislation on financial control [7] and public
procurement [8], which meets the expectations of civil society.

Effectiveness, as one of the tools for improving the quality of work of an institution, is measured by
the degree of implementation of the planned activity and the achievement of the results. The
effectiveness of financial control is increasing, depending on ensuring the inevitability of liability for
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detected violations, especially with regard to the appropriation of public funds and property in the course
of public procurement procedures. The results of financial control in society are estimated by the created
opportunities to improve public administration and rational use of budgetary resources. The control body
is effective provided that the results of its activities adequately reflect the objectives of the audit, defined
by international and/or domestic standards and are related to the interests of society as a whole.

The EU Directives on public procurement [9] set out the main criteria for developing a public
procurement system in European countries. Despite the fact that the law [8] contains rules that are
ideologically identical to the EU directives, monitoring compliance with them is difficult to implement
because of the lack of standardization of financial control activities according to ISSAI in Ukraine.
According to the ISSAI 400 Fundamental Principles of Compliance Auditing, financial control requires
reliable and relevant evidence to provide relevant and substantiated confirmation of the findings
regarding the activities of the audited entity [10]. The procedures for collecting such evidence are
determined in the process of planning financial control, and may vary depending on the circumstances
of the audit. That is why the compilation of a regulation for carrying out control actions aimed at
obtaining information (in our study on the confirmation of the principle of responsibility of top
management in the field of public procurement) provides an evidence base for drawing conclusions.

We suggest to use a financial control instrument to verify compliance with public procurement
criteria, developed in accordance with the ISSAI standards, taking into account the implementation of
the principle of responsibility of management for the procurement decisions to be taken (Tab. 1).

Table 1
Control actions on the implementation of the principle of responsibility
in the course of compliance with the criteria for public procurement
Criterion Essence of control tasks Implementation of the principle of responsibility
1 2 3
Accountability Checking the compliance with  public Control of a clear division of responsibility

procurement legislation at the procurement stage | between the authorities of the customer-
as well as compliance of applicable procurement | providing agency to ensure procurement in the
procedures by the state customer and suppliers | administrative, budgetary areas and supplier in
in terms of reporting and information. part of the contract execution

Honesty Control of the implementation of the honest Establishing the mechanisms for limiting the
state policy at the stage of procurement planning | abuse of official influence. An assessment of
and responsible attitude in determining the ratio | the existence of a conflict of interest at all
of “price-quality” to procured goods, works, | stages of the procurement procedure

services
Transparency Reliability of the documentary process of public Identification of regulations, orders and other
procurement, evaluation of procurement activities | customer's documents aimed at making
in their openness, and objectivity. Establishing | decisions unpopular and identifying those
cases of non-transparent decisions and the | responsible for making such decisions.
conditions facilitating the closure of procurement
information

Competition Assessment of compliance with fair competition The control verifies the availability of criteria
rules to combat discrimination in procurement. | for admission to bidding and the grounds for
Observance of objective consideration of tender | exclusion therein, eligibility of qualification
bids of suppliers and equal conditions for | requirements, ensuring equal conditions for

participants of tender procedures. procurement procedures and responsible
persons for approval of these provisions
Cost- Control of the cost-effectiveness ratio of Identification of bias in the assessment of
effectiveness | procurement tasks for public goods. Analysis of | needs and rationality of procurement planning.
Efficiency the relationship between the price and quality of | Responsibility for adopting a methodology for
the purchased goods, works, services. assessing bids that adequately takes into
account the quality and cost of purchasing
Reliability Assessment of the legality and timeliness of Analysis of the compliance of all participants

updating the internal job descriptions, authorities | of the procurement with their functions, rights
of those responsible for procurement procedures and responsibilities

Financial control of criteria for public procurement in the context of identifying those responsible for
violating the norms of the current legislation is conducted in accordance with all stages of the
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procurement process. The instruments for conducting control actions, as a methodological component
of the control process, allow identifying the biased decisions of the top management of ordering
customers (or the influence of other persons) that distort the sequence of public procurement. The
assessment of the implementation of the principle of responsibility, carried out in the course of the
proposed control procedures, provides information on the quality and legality of management
decisions both from the side of the procurement authority and from the potential suppliers of the
participants of tender procedures. The ultimate goal of financial control of public procurement should
be to draw conclusions and suggestions on achieving the goals of functioning and execution by the
budget authority - the customer of its powers, and not only informing the public about the existence of
specific violators or individual violations of procurement.

Conclusions. The paper deals with the tasks of financial control, aimed at the use of actionable
and effective control measures in the field of public procurement. Based on the criteria for the
implementation of public procurement defined by the EU Directives, the financial control instruments
have been developed that reflects the essence of assessment of the implementation of the principle of
accountability of authorized persons of procurement participants. The direction of control activities is in
line with the main provisions of the international standards of financial control ISSAI for obtaining
appropriate evidence in the process of drawing conclusions and proposals on the effects of financial

control, taking into account the specific nature of the public procurement process.

References

1. Shevchuk, V. O. (1998). Kontrol hospodarskykh system v
suspilstvi z perekhidnoiu ekonomikoiu [Control of economic
systems in the society of transition econom]. Kyiv: Kyiv State
University of Trade and Economics [in Ukrainian].

2. Mnykh, Y. V. (Ed.). (2009). Derzhavnyi finansovyi audyt:
metodolohiia ta  orhanizatsiia  [Public financial audit:
methodology and organization]. Kyiv: Kyiv National University of
Trade and Economics [in Ukrainian].

3. Slobodyanyk, Yu. B. (2008). Sutnist i pryntsypy
derzhavnoho finansovoho audytu [Essence and principles of the
public financial audit]. Bukhhalterskyi oblik, analiz ta audyt:
problemy teorii, metodolohii, orhanizatsii — Accounting, analysis
and audit: problems of theory, methodology, organization, 2, 65-
69 [in Ukrainian].

4. Ayers, J. B. (2001). Handbook of Supply Chain
management. CRC Press LLC [in English].
5. McCue, C. P., Prier, E.,, Swanson, D. (2015). Five

dilemmas in public procurement. Journal of Public Procurement,
15(2), 177-207 [in English].

6. The Lima Declaration (n.d.). www.intosai.org. Retrieved
from: http://www.intosai.org/issai-executive-summaries/view
[article/issai-1-the-lima-declaration.html [in English].

7. Zakon Ukrainy pro Rakhunkovu palatu : vid 02 lypnia
2015r., Ne 576-VIIlI [Law of Ukraine on public procurement :
from July 02 2015, Ne 576-VIIl]. zakon.rada.gov.ua. Retrieved
from: http://zakon5.rada.gov.ua/laws/show/576-19
[in Ukrainian].

8. Zakon Ukrainy pro publichni zakupivli : vid 25 hrudnia
2015, Ne 922 [Law of Ukraine on public procurement: from
December 25 2015, Ne 922]. zakon.rada.gov.ua. Retrieved from:
http://zakon2.rada.gov.ua/laws/show/922-19 [in Ukrainian]

9. Directive 2004/18/EC of the European Parliament and of
the Council of Europe from 31.03.2004 on the coordination of
procedures for the award of public works contracts, public
supply contracts and public service contracts. Official Journal of
the European Union, 134, 114 [in English].

10. International Standards for Supreme Audit Institutions
(ISSAIl). (n.d.). www.intosai.org. Retrieved from: http://mwww.
intosai.org/en/issai-executive-summaries.html [in English].

Bi6niorpaciyHni onuc Ans UMTYBaHHSA :

Drozd I. K., Pysmenna M. S., Pohribna N. V. Implementation of the

81

Nitepatypa

1. WeByyk, B. O. KoHTponb rocnogapcbkux cCUCTeM B
CycninbCTBi 3 NepexigHo eKOHOMIKOW : MoHorpadis /
B. O. Wesuyk — K. KviB. gepx. Topr.-ek. yH-T, 1998.
-371c.

2. [epxaBHui iHaHCOBWUMA ayauT: MeTopororia Ta
opraHisauis : MmoHorpadis /3a peg. : €. B. Muux ; KviB.Hau.
Topr.-ekoH. yH-T. — K. : KniB. Hau. Topr.-ekoH. yH-T, 2009.
-318c.

3. Cnobogsanuk, 0. B. CyTtHicTb i npuHUMNK
AepxasHoro dinaHcosoro ayauty / 0. B. CnobogsaHuk //
Byxrantepcbkuii 0bnik, aHani3 Ta ayauT: npobnemu Teopii,
meTogornorii, opraHisadii. — 2008. — Ne 2. — C. 65-69.

4. Ayers, J. B. Handbook of Supply Chain management.
USA, CRC Press LLC, 2001. — C. 113-138.

5. Clifford P. McCue, Eric Prier, David Swanson, (2015)
"Five dilemmas in public procurement”, Journal of Public
Procurement, Vol. 15 Issue: 2, pp.177-207,
https://doi.org/10.1108/JOPP-15-02-2015-B003.

6. The Lima Declaration [Electronic resource]. — Mode
of access: http://www.intosai.org/issai-executive-
summaries/view/article/issai-1-the-lima-declaration.html

7. 3akoH VYkpaiim «Mpo PaxyHkoBy nanaTy» Bif
02.07.2015 p. Ne 576-VIIl- EnektpoHHi paHi. — Pexum
poctyny: http://zakon5.rada.gov.ua/laws/show/576-19.

8. 3akoH VYkpaiHm «[lpo nybniyHi 3akyniBni» BiA
25.12.2015 p. Ne 922. — EnekTpoHHi AaHi. — Pexum
poctyny: http://zakon2.rada.gov.ua/laws/show/922-19.

9. Directive 2004/18/EC of the European Parliament and
of the Council of 31.03.2004 on the coordination of
procedures for the award of public works contracts, public
supply contracts and public service contracts // Official
Journal of the European Union. — L 134. — 30.4.2004.
-P.114.

10. MixHapOZHi cTaHAapTV BULLMX OpraHiB ¢hiHaHCOBOro
koHTponto (ISSAI) [EnekTpoHHuin pecypc]. — Pexum
nocTyny: http://www.intosai.org/en/issai-executive-
summaries.html.

Received for publication 01.03.2018

(o) I

responsibility principle in the system of financial control of public

procurement


http://www.intosai.org/issai-executive-summaries/view

HaykoBuii BicHuk MNoniccst Ne 2 (14), 4. 2, 2018 Scientific bulletin of Polissia Ne 2 (14), P. 2, 2018

®IHAHCHU. BAHKIBCBbKA CIIPABA

Drozd, I. K. Implementation of the responsibility principle in the system of financial control of public procurement /
I. K. Drozd, M. S. Pysmenna, N. V. Pohribna // Haykosui BicHuk MNoniccsa. — 2018. -Ne 2 (13). Y. 2. - C. 78-82.

Opoz3n
IpuHa KysbmiBHa

Drozd
Iryna Kyzmivna

MucbmeHHa
Mapis CepriiBHa

Pysmenna
Mariia Serhiivnha

MorpidHa
Hartanis BonogumupiBHa

Pohribna
Nataliia Volodymyrivna

[OKTOP €eKOHOMIYHMX HayK, mpodecop, AnpekTop HaB4anbHO-HayKoBOro LIEHTPY AepXaBHOro
ynpaBMiHHA Ta (IiHAaHCOBOrO KOHTPOMIO IHCTUTYTY MICASAWNAOMHOT OCBITW, KuiBCbKMiA
HauioHanbHWUM yHiBepcuTeT iMeHi Tapaca LlieByeHka;

https://orcid.org/0000-0002-1930-2522;

E-mail: drozdirina@ukr.net

Doctor of Economics, Professor, Director of the Educational and Scientific Center for Public
Administration and Financial Control of the Institute of Postgraduate Education, Taras
Shevchenko National University of Kyiv;

KaHOMOAT EKOHOMIYHMX HayK, [OLIEHT, BUKOHYHOUMA OOOB’sI3kKM [ekaHa pakynbTeTy
MeHe)KMEeHTY, OOUeHT kadeapu MeHeOXXMEeHTY, eKOHOMikm Ta npaBa, KipoBorpagcbka
nNbOTHa akagemis HauioHanbHOro aBiauiiHOrO yHiBEPCUTETY;
https://orcid.org/0000-0003-4509-8147;

E-mail: mari.pismennaya.83@ukr.net

Candidate of Economic Sciences, Associate Professor, Acting Dean of the Faculty of
Management, Associate Professor at the Department of Management, Economics and Law,
Kirovohrad Flying Academy of National Aviation University;

KaHAMOAT EeKOHOMIYHMX HayK, acuUCTeHT kadedpu iHAHCIB E€KOHOMIYHOrO baKynbTeTy,
KviBCbkuiA HaLioHanbHWI yHiBepcuTeT iMeri Tapaca LleBuenka;
https://orcid.org/0000-0003-3867-9701;

E-mail: natalydrozd@hotmail.com

Candidate of Economic Sciences, Assistant Professor of the Department of Finance of the
Faculty of Economics, Taras Shevchenko National University of Kyiv

82

Drozd I. K., Pysmenna M. S., Pohribna N. V. Implementation of the () ev-ric |
responsibility principle in the system of financial control of public

procurement



