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Subject. Development of instruments for the mitigation of corruption risks in the public procurement
system is an important problem facing the government. An analysis of the current state of the public
procurement system demonstrates that the anti-corruption policy pursued in the development of
the modern procurement system is countered by widespread corruption in the system. Another
problem is the variability of the forms of corruption in public procurement, which means these forms
need to be studied and classified in order to provide for effective anti-corruption measures. Scholars
working on the problem have developed firm theoretical and methodological bases for combating
corruption, including the economic formula of corruption suggested by R. Klitgaard and the formula
for the expected income of criminals proposed by G. Becker. We believe that it is important to consider
the factors used in these formulas when developing effective anti-corruption policies in public
procurement based on the laws of economics.

Objectives. Classification of the instruments for mitigation of corruption risks in public procurement
depending on their effect on the factors causing corruption as described by R. Klitgaard.
Methodology. To achieve the set goals the following methods of scientific knowledge were used:
retrospective analysis of laws and regulations; structural analysis; formal logical analysis; and the
scientific classification method. The research was based on the study of relevant scientific literature
and economic journals.

Conclusions. The study determined the anti-corruption instruments applied in the sphere of public
procurement in order to reduce the monopoly power of public officials; reduce the discretionary
authority of public officials; to increase the accountability by introducing punishments; and to increase
accountability by revealing corrupt deals and applying punishments.
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Introduction

Public procurement aims to provide the
authorities, state institutions, and companies
with the goods, services, and works they require.
Due to the fact that procurement is generally
financed by the state, i.e. the money spent on
such goods, works, and services does not belong
to public officials, and there are no special
regulations in this area, the officials are not
interested in finding the best value for money.
The fact that public officials spend public
money (not their own) is the first and the most
important factor making corruption possible
within the public procurement system. Although
at the moment the purchase of goods, services,
and works can be financed from other sources,
it does not change the attitude of those who
dispose of the funds that are not their own.

Another important factor is that public
officials responsible for public procurement
and representing a customer organisation have
discretionary authority, i.e. they have the authority
to make managerial decisions. Although the
activities of the officials representing customer
organisations are strictly regulated, they may
still vary significantly during the procurement
planning and contract execution stages.

Another risk factor is that corruption is
beneficial for all the participants of a corrupt
deal. This is explained by a high latency of the
phenomenon and a low risk of sanctions, as
well as by high turnover in public procurement,
where expenditures of the contractor in the
form of so-called kickbacks are levelled by the
profit obtained from the contact. A high degree
of latency can be demonstrated by the fact that,
following the introduction of the corresponding
articles to the Criminal Code of the Russian
Federation in 2018, only 8 people were held
liable for corruption in the area of public
procurement in 2019-2020, all of them receiving
suspended sentences. As to the high turnover,
this is confirmed by the results of monitoring
of public procurement in 2020. According to
the monitoring data, there were 3.4 million

contracts signed in 2020 for the total amount of
8.9 trillion roubles. Therefore, an average public
contract is worth 2,617,647 roubles.

The fact that corruption schemes are
beneficial for both the customer and the
contractor encourages the participants of such
schemes to cooperate in order to conceal signs
of corruption by both amending the documents
and creating an illusion of fair competition
among contractors.

The high latency of corruption in public
procurement is explained by the absence of a
victim, because the harm is done to the budget
rather than to a particular person. It is hard to
determine the harm done to a particular person
or even to all the employees of a particular
public organisation. Law enforcement agencies
mostly initiate their investigations following
complaints by wronged individuals. In the case
of corruption in public procurement, neither
the customer, nor the contractor joining the
corruption scheme is the victim of the crime.

The above listed factors create the economic
basis for the occurrence and spread of corruption
schemes. However, the spread of corruption
significantly depends on the effectiveness
of the anti-corruption activities required by
the laws regulating public procurement. The
effectiveness of such activities, in turn, depends
on whether the economic basis of corruption
is taken into account. Therefore, the purpose
of our study was to analyse the instruments
provided by the current laws for the mitigation
of corruption risks and classify them depending
on their effect on the corruption factors.

The structure of the article includes the
following sections:

- retrospective analysis of the development
of the legal regulation of public procurement
in Russia performed in order to determine the
target of the introduced regulatory instruments;

— description of the main corruption factors
in the economy performed in order to determine
the managerial influence of the anti-corruption
activities;
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- classification of the instruments for
the mitigation of corruption risks in public
procurement depending on their effect on the
corruption factors.

Materials and methods

Our study was based on the current laws and
regulations in the area of public procurement.
During the first stage of our study, we performed
a retrospective analysis of the development of
these laws and regulations. As a result of the
analysis we enumerated the anti-corruption
instruments available in the sphere of public
procurement at the moment.

The economic factors resulting in the
occurrence of corruption were determined based
on the studies by Klitgaard [15] and Becker [11].

Then, the article provides a classification
of anti-corruption instruments employed in
the area of public procurement depending on
their effect on the economic factors leading
to corruption. The classification helps to
broaden the understanding of anti-corruption
activities, which are traditionally, and rather
incorrectly, associated with the criminalization
of corruption, revealing criminal activity, and
applying sanctions against the offenders.

The classification is based on and limited
by the existing laws regulating the area of
public procurement in Russia. These laws also
determined the scope of our study.

Results

The fact that the area of public procurement
presents a favourable environment for corruption
has been obvious since the moment public
procurement became an institution. Therefore,
starting from the 17th century the government
has been attempting to regulate this area. There
are some curious facts regarding the history of
regulation of public procurement. Listed below
are some examples of such regulations.

A decree by Tsar Aleksey Mikhaylovich “On
the terms of delivery of flour and ship biscuits
to Smolensk” adopted in 1654.

A Contractor's Business Office opened by
Peter I in 1715. The office was responsible for
all public procurement and contacts.

A Senate decree “On combating false prices
and corruption in procurement and supply
services” adopted in 1721.

“Regulations of the Admiralty and the
Shipyard” adopted in 1721. The document
contains elements of the modern public
procurement system, including procurement
planning, procurement announcement,
applications, “additional 10 minutes”, and
announcement of results.

Catherine II assigned the authority to
announce tenders to the Treasury Chamber.
The officers of the chamber were to reimburse
any loss occurring during tendering with their
own money.

Anna Ioannovna obliged all the participants
of tenders to provide statements by the Collegium
of Commerce that they did not have any unpaid
debts of any kind, and introduced a rule that
procurement announcements were to be
published in the national newspaper “Kuranty”.

Elizabeth I adopted the Regulus of Provision
Management in 1758.

One of the key documents regulating the
reforms of Catherine II “On the creation of
governorates” included a separate section “On
state contracts, supply, and procurement”.

During the reign of Alexander I, there were
over 170 laws regulating public procurement.
Tender statistics and analyses were published,
and large contracts were divided into smaller
lots.

Nicholas II adopted the “Regulations
regarding tenders and procurement” in 1900.

In May 1927, the Soviet government adopted
new “Regulations regarding state procurement”.
According to this document, the price was not
the only criteria for choosing a contractor.
Customer organisations could also consider the
creditworthiness, reliability, and experience of
prospective contractors, which ensured maximal
benefit for the state [3; 4].
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Aretrospective analysis of the laws regulating
public procurement in Russia revealed the
following tendencies.

1. The number of laws regulating public
procurement is growing.

2. The range of relationships in the area
of public procurement controlled by the
government is broadening.

3. The development of the public procurement
system has two major goals:

- to enhance the effectiveness of government
expenditure on public procurement;

- to reduce the potential for corruption in
the area of public procurement.

4. A number of instruments have been
introduced into the public procurement system
in order to reduce the potential for corruption.

Regulation of the activities of public officials
(reduction of discretionary authority allowing
the officials to act in a way they see fit).

Compulsory publication of information
about public procurement (needs and results)
(increasing the transparency of public
procurement).

The introduction of competitions for the
contractors and determining the selection
criteria (reduction of discretionary authority
allowing the officials to act in a way they see fit).

Holding public officials personally
responsible for public losses (increasing the
level of responsibility).

The introduction of liability for corruption
as such (increasing the level of liability).

In today’s Russia the transition to a market
economy has led the government to the need
to control and regulate the public procurement
system in order to limit the activities of public
officials and other individuals representing
customer organisations and protect public
customers from mala fide suppliers. The laws
currently regulating this sphere go back to the
Law of the Russian Federation No. 2859-1 “On
the procurement of goods for public needs”
dated 28.05.1992, and are now presented as the
Federal Law No. 44-FZ “On the contract system

in the area of procurement of goods, works,
and services for state and municipal needs”
dated 05.04.2013, which regulates the public
procurement system at the moment.

Lately, the government has also been
paying a lot of attention to the methodological
provision for the activities aimed at revealing
corruption in public procurement. Thus, the
Ministry of Labour and Social Protection of the
Russian Federation has published the following
documents.

Methodological recommendations on
revealing and mitigating corruption risks
during the procurement of goods, works, and
services for state and municipal needs.

Methodological recommendations on the
activities aimed to reveal any personal interest
of state and municipal officials participating
in public procurement which may results in
the conflict of interests. Such activities are to
be performed by federal state governmental
authorities, regional authorities of the
territories of the Russian Federation, local
authorities, state extra-budgetary funds, and
other organisations organising procurement in
accordance with the Federal Law No. 44-FZ “On
the contract system in the area of procurement
of goods, works, and services for state and
municipal needs” dated 05.04.2013 and the
Federal Law No. 223FZ “On procurement of
goods, works and services by certain types of
legal entities” dated 18.07.2011.

Methodological recommendations on the
assessment of corruption risks by federal state
governmental authorities with regulatory
functions.

The laws regulating public procurement in
today’s Russia demonstrate that the regulator
has broadened the range of objectives of
such regulation, adding to the previously
existing ones (“to enhance the effectiveness of
government expenditure on public procurement”
and “to reduce the potential for corruption in the
area of public procurement”) the following:

— to promote competition;
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— to support small business entities;

- to support socially oriented economic
entities;

- to support domestic producers.

In the introduction to this article, we
mentioned the problem of the absence of
individual victims of crimes which harm the
state budget. This is the factor explaining the
latency of corruption in public procurement.
In this regard, the competitive principle of
supplier selection required by the laws can be
viewed as an anti-corruption measure. It helps
to reduce the price of the contracts and enables
regulatory and law enforcement agencies to
appeal to suppliers who have lost competitions
due to not taking part in corruption schemes
as additional sources of information about the
committed violations.

The existing laws regulating the current
public procurement system include instruments
which can be considered from the point of view
of their ability to mitigate corruption risks in
the system.

In order to do so, we used the factors leading
to corruption introduced by Klitgaard [15] in his
economic formula:

C=M+D-A, (1)

where: C is corruption, M is the monopolistic
position of a public official, D is the discretion
of a public official, and A is accountability.

According to the formula, to mitigate
the corruption risks it is necessary to do the
following:

to reduce the monopoly power of public
officials (M — min) and their discretion
(D — min),

to increase accountability (A — max).
However, accountability should not be only
potential (the penalty suggested by the law
(A)). The actual accountability should also be
implemented in real life by revealing corruptive
deals (R) and introducing sanctions against their
participants (A,). This two-factor interpretation
of accountability corresponds to its description

in the formula of expected income of the
criminal suggested by Becker [11].

Taking this into account, we developed a
classification of the instruments provided by
the current legislation for the mitigation of
corruption risks in the public procurement
system depending on their effect on the factors
causing corruption presented in Klitgaard’s
formula. The classification is given in Table 1.

Public officials responsible for public
procurement are also subject to general anti-
corruption regulations applied to any public
officials.

We should also note that the regulation
of public procurement, though necessary for
the reduction of the potential for corruption,
may also be a negative factor slowing down
the process, which often has a negative impact
on the facilities and resources of public
institutions. Therefore, the government might
take steps for the liberalisation of the public
procurement process while increasing the
degree of accountability of the participants
for corruption. Besides the legal aspects,
accountability in this case should also be defined
as the understanding of the unacceptability of
corruption by public officials, since corruption
is associated with the fear of punishment (fear)
as well as with moral suffering (shame).

Despite the application of the above
described instruments for the mitigation of
corruption risks in public procurement, it has
not yet been possible to eliminate corruption
and corruption risks in the system completely.
This is explained by the fact that it has not yet
been possible to eliminate the discretionary
authority of representatives of customer
organisations. Other risk factors causing
corruption are:

- possibility to bypass legal regulations;

— limited resources (quantitative, technical,
legal, and compensatory) of the regulators;

— beneficial nature of corruption for the
participants of corrupt deals which increases
the latency of corruption crimes.
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Table 1

Classification of the instruments for the mitigation of corruption risks in public procurement depending
on their effect on the factors causing corruption as presented in Klitgaard’s formula

Effect
of the instrument

Instruments for mitigation of corruption risks
in the public procurement system provided by the current legislation

the discretionary
power of public

Reducing suppliers are selected by a commission rather than by an individual public official

the mopopoly.power competitive selection of suppliers (auctions (closed auction, electronic, closed

of pUbh‘f officials electronic), competitions (closed, electronic, closed electronic), and online

(M — min) invitations to tender with detailed regulations)
holding tenders in a unified information system, meaning that the information
about public procurement is published on an official website with open access
(including open access to the information on the execution of contracts)
officials and individuals interested in the results of supplier selection are banned
from public procurement tenders

Reducing thorough regulation of all stages of public procurement

complete explanation of the need for specific goods, works, and services

substantiation of the initial maximum price of the contract

officials
i etailed substantiation of the particular method of selection of suppliers in eac

(D — min) detailed sub iati fth icul hod of selecti f liers i h
case (including during the planning stage)
a finite list of requirements to the suppliers
detailed regulations for procurement performed on a competition-free basis (When
there is only one supplier)

Increasing accountability (including criminal liability) for violations (including corruption)

the accountability in public procurement

(penalty suggested a ban on participating in public procurement for those who have been held

by the law) liable for administrative offences provided for in clause 19.28 of the Code of

(A (P]) - max) Administrative Procedures of the Russian Federation within the two years prior
to a tender

Increasing control (including public control) over public procurement

accountability audit of public procurement

by revealing corrupt . -

deals monitoring of public procurement

(A (P) — max) possibility to withdraw a contract

possibility to submit a plea to the court to denounce the contract made by
customers whose official representatives are married to or are relatives of the
beneficiary parties or managers of the contracting organisations

disclosure of information about the beneficiary parties and managers including
members of the collective executive body of the contractor when signing large
contracts

the participants of the procurement deal and the customer must not have any
conflict of interests

no negotiations must be held with the participants of the procurement process

Discussion

The suggested classification complies with
the concepts of theoretical economics in general,
and the economics of crime in particular. The key
concepts of the economics of crime (Klitgaard

[15] and Becker [11]) were used as a basis for our
classification.

The economic approach to corruption and the
methods of combating this threat to economic
security, were considered in a number of studies
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by Russian and international scholars, including
Borina!, Gribkov?, Dronov [3], Latov & Kovalev?,
Levin & Satarov [6], Sudbina4, Heidenheimer
[13], and Yukhachev [10].

The anti-corruption instruments used in
public procurement are considered in latest articles
by Russian (Golovin, Lutsenko & Shendrikova [1],
Shmeleva [9]) and international (Khoso, Yusof,
Chai & Laghari [14], Gnoffo [12]) scientists, which
demonstrates their importance. What is more, the
analysis of the articles on public procurement
in other countries performed by Karasev [4],
Kosinski [16], Mubarakshina [7], and Starodubova
[8], demonstrated that the instruments described
in the article are widely used abroad. At the same
time, the key feature of our classification is the use
of the economic approach.

We can thus conclude that the suggested
classification develops the economic approach
to corruption. It can be used to classify the
existing instruments for the regulation of public
procurement.

Conclusions

The retrospective analysis of the laws
regulating public procurement in Russia
revealed the following tendencies.

The number of laws regulating public
procurement is growing.

The range of relationships in the area
of public procurement controlled by the
government is broadening.

Public procurement system has the following
aims: to enhance the effectiveness of government

! Borina, L. V. (2015) [Control and audit institutions in
the system of combating corruption as a threat to the
economic security of the state (based on the materials of the
Main Directorate of the Ministry of Internal Affairs of Russia
for St. Petersburg and the Leningrad Region]). Ph. D. thesis.
St. Petersburg.

2 Gribkov, M. A. (2012) [State management of anti-
corruption processes]. Ph. D. thesis. Moscow.

3 Latov, Yu. V. & Kovaley, S. N. (2016) [Shadow economy:
textbook for universities]. Moscow, Norma.

4 Sudbina, N. A. (2012) [Improving the mechanism for
combating corruption as a threat to the economic security
of Russia]. Ph. D. thesis. Moscow.

expenditure on public procurement; to reduce
the potential for corruption in the area of
public procurement; to promote competition;
to support small business entities; to support
socially oriented economic entities; and to
support domestic producers.

A number of instruments are introduced
into the public procurement system in order to
reduce the potential for corruption.

Anti-corruption instruments should be
developed using a scientific approach based on
the suggested principle of classification of the
applied anti-corruption instruments depending
on their effect on the factors causing corruption
and the income of the criminal, defined using
the formulas suggested by Klitgaard and Becker.
In this case, the anti-corruption instruments
should pursue the following aims: to reduce the
monopoly power of public officials; to increase
accountability (potential penalty suggested by
the law) and the actual accountability (revealing
corrupt deals and applying sanctions against
their participants).

The classification model can be used to
analyse the effect of anti-corruption measures
on corruption. Thus, for instance, departments
of economic security of the Ministry of Internal
Affairs of the Russian Federation have the
following tasks while combating corruption in
public procurement:

- to reduce the monopoly power of public
officials and their discretion by excluding
corrupt entities from the public procurement
process;

- to increase the accountability of the
participants of corruption schemes by revealing
the crimes, determining the criminals, organising
trials, and introducing sanctions against the
criminals;

- to increase the potential accountability
of the participants of corruption schemes
by making the participants of the public
procurement process aware of any revealed
corrupt deals and punished criminals.
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Knaccudurkanyss MHCTpYMEHTOB CHVKEHUSI KOPPYIIIIMOHHBIX PUCKOB
B CHCTeMe roCyJapCTBEHHBIX 3aKYyIIOK B 3aBUCHMMOCTU
OT uX Bo3aericTBus Ha ¢akTopsl Koppynuuu P. Knurraapga

A. B. I'paues!, JI. B. Cukopckas’=

1.2 CaHkT-IleTepOyprckuit yHuBepcuTeT MUHMCTEPCTBA BHYTPeHHUX e Poccuiickoit Demepaiium,
4-g nHUS BacuiabeBcKoro ocTpoBa, 43, CaukT-ITeTepoypr, 199004, Poccuiickast epepanyis

IIpeagmeT. Pa3zpaboTka MHCTPYMEHTOB CHIKEHMUS KOPPYITIIMOHHBIX PUCKOB B CHCTeMe 3aKYITOK IJIst
obecrieueHms rocyIapCTBEHHBIX HYK (TOCYIapCTBEHHBIX 3aKYITOK) SIBJISIETCST BasKHO TOCYIapCTBEHHOM
3agaueit. CoBpeMeHHOe COCTOSIHME TOCYIapCTBEHHbIX 3aKYTIOK CBUIETEIbCTBYET O HATMUMM B TAHHOI
cdepe, BO-MepBBIX, IPOTUBOPEUNIT MeXAY aHTUKOPPYIIIMOHHBIM I1eJIeBbIM OPMEHTUPOM CO3AaHUs
COBPEMEHHOI CHUCTEMbI FOCYIAPCTBEHHBIX 3aKYIOK M PeaJbHOCTbI0O MaCIITAOHOTO PacIpOCTpaHeHMs
KOPPYIILMA B JAaHHOI CUCTEMe; BO-BTOPBIX, MHOTOO6Gpa3ueM hopM U MPOSIBJIEHNT KOPPYIIILMA B CUCTe-
Me TOCYIapCTBEHHbIX 3aKYIIOK, TPeOYIOUIMUX M3yUeHUs, CUCTeMaTU3auuu s meieit a¢hdeKTUBHOTO
MIPOTUBOIECTBIUS JTaHHOMY HeraTMBHOMY (peHOMeHy. HayuHOii MbIC/bIo chopMupoBaHa 6oraTtas Teo-
pPeTUKO-MeToauveckast 6a3a MpOTUBOIEIICTBIS KOPPYIILIMM, BaSKHBIMM 3JIeMEeHTaMM KOTOPOJi BBICTYTIA-
10T 3KOHOMMUeckasi hopmysia Koppymnuyu P. Knutraapma 1 popmyrna oskmaeMoii BBITOAbI TPeCTyITHMKA
I. Bekkepa. [Tonaraem, 4To y4eT (paKTOpPOB, MOJIO’KEHHBIX B OCHOBY IAaHHBIX (DOPMYII, SIBJITETCSI BaKHBIM
ycioBueM pa3paboTky 3G dEeKTUBHON aHTUKOPPYITLIMOHHON MOTUTUKY B CUCTEME TOCYIapCTBEHHbIX

3adKYIIOK, OCHOBAHHOI1 Ha IeiCTBUM 3aKOHOB 3KOHOMMKIA.

HEJ'[I/I. KJ'IaCCI/ICbI/IKaLU/IH VMHCTPYMEHTOB CHIDKEHMA KOPPYIIIMOHHBIX PVMICKOB B CMCTEME I'OCydapCTBEHHbBIX

3aKYIIOK B 3aBMCUMOCTH OT MX BO3eiicTBUSI Ha (pakTopbl KOppymnuuu P. Knutraapaa.

MeTononorus. B IIponecce JOCTVIKeHMS ITOCTaBJIEHHBIX HEHEVI VICIIOJIb30Ba/IMCh METOOblI HAYYHOTO
IIO3HaHMA: peTpOCHeKTI/IBHbIIZ AHAJ/IM3 HOPDMATMBHOTI'O PETYJIMPOBAHMA; CTDYKTyprIVI aHa/In3, (bOpMaIIb-
HO-JIOTUYeCKUIit aHa/JIn3, MeTOo[ HaquOVI K.TIaCCI/IClJI/IKaLU/H/I. WccnemoBanue IIOCTPOEHO Ha M3YyUYEHUN

aKTyaJbHOM HaYYHOI U MepUOoANYeCKOli SKOHOMUUECKOI TUTePaTyPhI.

BoeiBogbl. B pe3yibTaTe BbIAECJIE€HbI aHTUMKOPPYIIIMOHHbBIE MEPbI PETrYJIMPOBAHUA TOCYydapCTBEHHBIX
3aKYIIOK, HAalIpaBJIEHHbI€ Ha CHIVDKEHVE MOHOIIOJIbHOTO ITOJIOXKEHMSA OODKHOCTHOTIO JIMIiad; CHVDKEHMEe
IIPON3BOJJIbBHOCTI B BbIﬁOpE DEMEHMﬁ; IIOBBINI€HME OTBETCTBEHHOCTM ITOCPEACTBOM HaKa3aHMSI, ITpE/ -
YCMOTPEHHOTO 3aKOHOOATEeJIbCTBOM; ITOBbIINI€EHVE OTBETCTBEHHOCTU ITOCPEACTBOM BBISIBJICHUSA KOP-

PYIIIMOHHBIX COAEJIOK U IIPMMEHEHMS HaAKa3aHM .

KnroueBbie ¢j10Ba: KOPPYIINS, TPOTUBOAECTBYUE, TOCYIAPCTBEHHbIE 3aKYIIKM, SKOHOMUYECKUI

IIOJIXOf, 9KOHOMMYECKas 6€30IacHOCTb.

Insa uutupoBaHus: [paues A. B., Cukopckas JI. B. Kinaccudukanyst MHCTPYMEHTOB CHYDKEHMSI KOPPYITIIMOHHbIX
PUCKOB B CUCTeMe roCyJapCTBEHHBIX 3aKYIOK B 3aBMCUMOCTH OT MX BO3HEICTBUS Ha (PaKTOpPbl KOPPYIILUU
Knutraappa // BecTHUK BOopoHesKCKOTo rocygapCcTBeHHOTrO yHUBepcuTeTa. Cepusi: DKOHOMMKA U yIIpaBIeHMe.
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KouduukT MHTEpecoB

ABTOpr OEKIapUPYIOT OTCYTCTBME SBHBIX U
IIOTeHIMaJIbHBIX KOHCl)JII/IKTOB MHTEepeCOoB, CBA3aH-
HBIX C ny6111/11<au1/[e171 HaCTOSIIIEeN CTaThU.
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