EKOHOMIKA. ®IHAHCH. ITPABO 10°2019

HOBAK KPHBOILLIEH
Banenmuna Onexciisna YK 658.75 Hap’sa Cepeiigna

novakv.nau@gmail.com IMPROVEMENT OF PROCUREMENT
PROCESS THROUGH INTRODUCTION OF
INFORMATION TECHNOLOGIES

BAOCKOHAJIEHHS TPOLECY
3AKYHIBEJIb 3A JOIIOMOI'OIO

PR A o BIIPOBA/DKEHHS IHOOPMAIIAHNX e et
TEXHOJIOT'TA

Yuieepcumem

NOVAK Valentyna Oleksiivna — PhD in Economics, Professor of department, National Aviation University
KRYVOSHEI Daria Serhiivna — student, National Aviation University

This work defines the term procurement as the process of finding and agreeing to terms, and acquiring goods, services, or works
from an external source, often via a tendering or competitive bidding process. It is used to ensure the buyer receives goods, services,
or works at the best possible price when aspects such as quality, quantity, time, and location are compared. Consequently,
improvement of procurement activity of a company will increase its efficiency and profitability.

The purpose of work is to define reasons for introduction of an information technology and requirements for it.

Through implementing modern solutions and information systems, increasing the interconnection of functions, increasing the
control and competence of key employees, as well as minimizing the risks of fraudulent schemes, a company can achieve a significant
increase in its efficiency. Automation of procurement process helps to significantly increase the speed of decision-making by the
buyer, as well as to minimize the cost of procurement management. Automation also allows companies to collect all the necessary
statistics on procurement, which is an important and necessary step towards creating a purchasing strategy for the company. The
information system should solve the main problem, particularly, the creation and placement of proposals to make offers (tenders)
with the possibility of access for suppliers via the Internet, taking into account the functional role model, which requires the
functionality of registration of internal and external users and taking into account the time frame for conducting tender procedures.
Moreover, the tasks should include the functionality of the supplier’s response, i.e. creation of a proposal (offer). This system should
allow a company to determine the best offer, as well as generate the whole range of necessary reports.

Consequently, the introduction of a procurement management information system and its integration with a single information
storage will significantly increase efficiency, reduce risks, minimize costs and increase the company's profitability.
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B po6omi 3anpononosano eusnauenns mepminy 3aKynigii ik npoyec NOULYKY Ma NO200ICEHHS YMO8 ma npudbanus moseapis,
nociye yu pobim i3 306HIUHL020 Odcepend, Yacmo WISAXOM meHoepy abo KOHKYPCHUX mopeie. Bin euxopucmogyemocs ons moeo,
w006 noKyneyb Ompumy8as moeapu, nocayzu abo npayio 3a HAUKpaujor0 MOXCIUBOI YIHOIO, KOIU NOPIGHIOIOMbCA MAKI acneKmu, AK
AKiCMb, KIbKICMb, 4ac ma Micye3HaxooxceHHs. K HACNiOOK, YOOCKOHANEeHHS 3aKYNi6enbHOi OiANbHOCMI KOMNAHII niosuwums ii
eghexmugnicmes ma npuOYmMKo8icms.

Mema pobomu — 00tpyHmyeamu HeoOXiOHICb BNPOBAOIHCEHHS THPOPMAYIUHUX TMEXHOO2TH MA 8UMO2U OO HUX.

Bnposaodorcyrouu cyuacni piwenns ma ingopmayitini cucmemu, NOCUNIOIOYU 83AEMO38 30K YYHKYIN, NiO8UWLYTI0UU KOHMPOTLbL Ma
KOMNEMeHMHICMb KII0Y0BUX NPAYIGHUKIE, A MAKOIC MIHIMIZYIOUU PUBUKU WUAXPATICLKUX CXeM, KOMNAHIS MOdce 00Csiemu 3HAYHO20
niosuwenns ii egpexkmusHocmi. Asmomamuzayis npoyecy 3aKynigeib 0ONOMazae 3HAYHO NIOSUWUMU WUEUOKICIb NPULHAMMSL PIUEeHb
NOKYNYeM, a MmaKoxc MIHIMIZY8amu GUMpAamu Ha YNPAeiiHHs 3aKyRieIsamMu. Aemomamu3ayis maxKoxic 0036015€ KOMNAHIAM 30upamu
6CI0 HEOOXIOHY CIAMUCMUKY WO000 3aKYNIGENb, WO € BANCIUBUM | HEOOXIOHUM KPOKOM 00 CMEOPEHHs cmpameeii 3aKynigensb Os
xomnanii. Ingpopmayivina cucmema nogUHHA BUPIULUMU OCHOBHY NPOOILEMY, 30KPEMA, CIMBOPEHHsl MA POZMIUEHHST NPONO3UYLIL U000
NOOAHHSL MEHOEPI8 3 MOANCIUGICIIO OOCMYNY NOCMAYANbHUKIE Yepe3 [nmepnem, 3 ypaxy8anusm (QyHKYiOHaNbHOI ponboeoi Mooeli,
AKa nompebye QYHKYIOHATbHOCI peecmpayii 6HYMPIWHIX MA 306HIWHIX KOPUCTY8AYI8 Ma 6PAXYBAHHS MEPMIHIE NPO8eOeHHs
meHOepHux npoyedyp. Kpim moeo, 3a60auHsn nogunHi 6KI04amu yHKYIOHANbHICMb 8i0N06I0I NOCTNAYATbHUKA, MOOMO opMYSaHHs
nponosuyii. LJa cucmema noguHHA 0036045MU KOMNAHIT GUSHAYUMU HAUKDPAWY NPONO3UYII, a MAKOJC 2eHepy8amu 6ecb CHeKmp
HeoOXIOHUX 36iMmi8.

3pobneno suchosku, wo 6nPOBAONCEHHS IHGOPMAYIHOT cucmemu YNPAeNiHHs 3aKynienamu ma il ihmezpayis 00 €0UH020
cxosuwa iHpopmayii 3HAUHO NIOBUWUMD ePEeKMUBHICIb, 3HUSUMb PUSUKU, MIHIMI3YE eumpamu ma nioguwums npudymrogicms
KOMNauii.
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INTRODUCTION buying decisions under condition; of scarcity [5, P: 54]. 1t
is used to ensure the buyer receives goods, services, or
works at the best possible price when aspects such as
quality, quantity, time, and location are compared.
Corporations and public bodies often define processes

Procurement is the process of finding and agreeing to
terms, and acquiring goods, services, or works from an
external source, often via a tendering or competitive
bidding process. Procurement generally involves making
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intended to promote fair and open competition for their
business while minimizing risks such as exposure to
fraud and collusion.

Supplier relationship management facilitates establishing
ways of interaction with companies that provide material
and technical supply of the company. Many organizations
seek to increase cost savings through the efficient
selection of suppliers and supply chains. By identifying
supply processes as profit centers, forward-thinking and
progressive companies are strengthening relationships
with suppliers and contractors, which gives procurement
a large role in the strategic development of the company.

PURPOSE OF WORK

The purpose of the work is to define the purpose and
benefits of introduction of an information system and its
influence on procurement activity, as well as develop-
ment of requirements and ways of assessment the effici-
ency and sufficiency of the information system to choose
the best alternative.

RESEARCH METHODS

Research methods, which have been used in this
work, are observation, comparison, analysis, synthesis,
generalization and modeling.

RESULTS

Automated information systems and solutions for
managing relationships with suppliers have the strategic
value, expressed in the form of significant cost savings,
the correct execution of contracts and accelerated
payback. The company receives tools to achieve high
results through the implementation of integrated business
processes [6, P. 103].

Through implementing modern solutions and infor-
mation systems, increasing the interconnection of func-
tions, increasing the control and competence of key
employees, as well as minimizing the risks of fraudulent
schemes, a company can achieve a significant increase in
its efficiency.

Procurement issues are usually in the area of special
attention of a company’s management. In recent years,
the impact of supply chain management on the issue of
maintaining competitiveness has grown significantly.

In order to ensure profit on an ongoing basis, it is
advisable and necessary for companies to have a balanced
system for managing procurement costs. If the company
is able to reduce the cost of purchasing goods and
services, the result will be an increase in profitability -
without compromising on quality and even without
increasing sales. Automation of supplier relationship
management processes allows companies to automate all
processes that combine the choice of supply sources and
the actual procurement activities. At the same time, it
allows to increase the transparency of the supply chain
logistics network and to provide management with an
interactive and the most detailed overview of all costs
associated with the procurement.

The technologies for organizing procurement in
commercial organizations on a competitive basis are well
developed today, and there has been a long discussion
about their automation. Automated competitive procure-
ments of companies have already acquired the term, such
as “B2B systems” [1, P. 86].

The purpose of any procurement tender is to save
money by creating competition between suppliers and
increasing transparency of markets, which, of course, has
a positive effect on minimizing costs. Automation of this
process helps to significantly increase the speed of deci-
sion-making by the buyer and minimize the cost of
procurement management. Automation also allows com-
panies to collect all the necessary statistics on procu-
rement, which is an important and necessary step towards
creating a purchasing strategy for the company. As
known, automation becomes profitable when the cost of
development and implementation is lower than the
achieved savings. The largest interest in procurement
automation is shown by large companies with a large
range of purchased goods and services. However, for
medium-sized companies that purchase resources and
goods in large volumes or purchase a certain list of high-
value items, automation can save enough and pay itself
back, and most importantly minimize the risks of emp-
loyees’ illegal activities, which is also very detrimental to
the company. Procurement automation systems may seem
extremely useful to shareholders, company owners, the
management, which protects the interests of shareholders,
and internal audit services of companies.

The solution should include the functionality for ma-
naging procurement applications, formed on the basis of a
single database of regulatory and reference information, a
mechanism for approving applications and their approval,
as well as the necessary functionality for tendering and
qualification selection. The tender should be conducted
on the basis of the procurement request and have a direct
connection with the company’s ERP system. To mini-
mize risks, it makes sense to conduct a qualification of
suppliers [8, P. 43].

Tender is a competitive form for the selection of
suppliers’ proposals for the supply of goods, the pro-
vision of services and the performance of work according
to the conditions announced in the documentation, on
time and on the basis of adversarial principles. The
contract is concluded with the winner of the tender, i.e.
the participant who submitted the best offer [3, P. 327].

Qualification of suppliers allows companies to in-
crease the efficiency of procurement in the company and
limit the list of suppliers to participate in the tender. This
favorably affects the results of procurements and positi-
vely — on the results of the company’s activity as a whole
through minimizing the risks of assigning an order to
suppliers, which for one reason or another cannot be
considered reliable. Due to the qualification selection, it
is possible to reduce costs caused by substandard mate-
rials of suppliers and to receive additional savings from
reducing the need for additional labor resources, because
there appears an opportunity to clearly structure the
market.

Effective procurement management and well-struc-
tured business processes make it possible to effectively
plan and develop the core business of the company. Only
clearly thought out and implemented business processes
of all stages, from collecting and consolidating needs to
concluding a contract, will achieve the most effective
results. Consequently, the introduction of an automated
solution that allows companies to integrate external
interaction with the market into the overall business
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supply process creates a closed transparent chain. Manu-
facturers, suppliers and contractors are able to receive
timely information on ongoing procurement campaigns,
which increases the number of participants in the compe-
titive market and is beneficial for the purchasing company.

Currently, many organizations are moving from a
decentralized model to a centralized one, which allows
the procurement service to use more flexible management
tools and standardized procedures, and also opens up new
opportunities for negotiating with suppliers in order to
increase procurement efficiency and save money.

Centralized conducting of tenders allows companies
to purchase significantly larger quantities for each item,
which directly affects the final costs in the direction of
minimizing them.

Electronic bidding offers the opportunity to minimize
problems associated with various frauds and illegal
schemes in the procurement processes aimed at imple-
menting fraudulent schemes that entail losses for the
company [4, P. 55].

The success of material and industrial companies
largely depends on the activities of suppliers and cont-
ractors. At the beginning of market development, the
problem of finding suitable suppliers often becomes a
factor restraining the growth of a company. The ones that
have been able to effectively solve procurement issues at
this stage or have regressed integration receive significant
competitive advantages.

The effectiveness of the company’s implementation
of market opportunities and innovative potential is largely
determined by the activities of suppliers. Moreover, the
effective relationship with suppliers makes an important
contribution to the key performance indicators of the
company.

Electronic bidding is a system of public relations
between participants in electronic interaction of a public
information system posted on the Internet regulated by
the rules of law, through using which, its participants
make civil-law transactions between themselves to sell
goods and services [2, P. 73].

The electronic bidding process is regulated and inc-
ludes the functions of preparing, collecting, analyzing,
processing and providing information regarding electro-
nic interaction participants.

The information system should solve the main prob-
lem, particularly, the creation and placement of proposals
to make offers (tenders) with the possibility of access for
suppliers via the Internet, taking into account the func-
tional role model, which requires the functionality of
registration of internal and external users and taking into
account the time frame for conducting tender procedures.

Also, the tasks should include the functionality of the
supplier’s response, i.e. creation of a proposal (offer).
This system should allow a company to determine the
best offer, as well as generate the whole range of neces-
sary reports.

To create a full procurement cycle by means of an
automated system, a tender completion mechanism is
required, which can be represented by the creation of an
electronic document contract with the ability to print in
accordance with the accepted template of the established
sample.

To solve these problems such properties are needed:
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— a simple and intuitive interface for suppliers and
buyers;

— minimum hardware requirements;

— maximum performance and reliability;

— the ability to easily and efficiently back up business
data and protect it from unauthorized access stored on the
server;

— an additional advantage can be the ease of imple-
mentation and the ability to use the solution for its inten-
ded purpose immediately, without the need for additional
refinement.

The implementation of any project is accompanied by
the identification of possible (from the point of view of
automation) solutions to the problems identified at the
enterprise (automation object):

— the acquisition of a ready-made design solution (a
typical application package);

— adaptation (refinement) of the project solution
available at the enterprise (a typical project of its personal
design);

— development of a new project by an outside
organization;

— development of a new project by the employees of
the enterprise.

Possible solutions should be analyzed and compared
according to such characteristics as the functional com-
pleteness of the solution of the selected problems, the
absence of redundant (unused) functions in the acquired
(developed) projects, the simplicity of mastering the
corresponding design solutions by users, the reliability of
work, productivity, and the reliability of the results
obtained , security from unauthorized access, availability
of support, compliance with existing solutions for other
tasks, possible terms for the creation and implementation
of projects, etc.

The implemented information system should conso-
lidate all the necessary information about the procure-
ment processes in a single database, which will allow to
receive a wide range of various reports, information and
analytical materials, as well as visualize the information
in the most convenient way for perception, which favo-
rably affects the adoption of effective management decisions.

Such approach is called the Balanced Scorecard. The
main purpose of this concept is to translate the vision of
the company’s management into reality, as well as to
connect the strategy with operational activities and cost
factors [7, P. 96].

The selection of key indicators is a rather responsible
and controversial process. At the development stage, it
must be borne in mind that strategic goals form the core
of a balanced scorecard. Better indicators are useless if
their underlying goals do not adequately describe the
strategy leading to a sustainable competitive advantage.

CONCLUSIONS

Consequently, it is worth considering all the factors
that have arisen associated with the reengineering of
business processes and the introduction of a new infor-
mation system that significantly reduces a number of
costs.

The introduction of such information systems can
significantly reduce risks, as well as increase the effici-
ency of the company as a whole. Moreover, the conso-
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lidation of all information affecting all areas of the com-
pany in a single information repository is very important.
This will allow to quickly generate the necessary reports,
determine relationships and obtain data on performance
based on key performance indicators of the company at
any time. It is advisable to provide access to the infor-
mation storage in a limited manner in accordance with the
functionally role model.

Thus, the introduction of a procurement management
information system and its integration with a single
information storage will significantly increase efficiency,
reduce risks, minimize costs and increase the company's
profitability.
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