ISSN 2311-4738 (print)
ISSN 2413-3000 (online)

Cmpameziune ynpasninus, Ynpagiinia NOpmeenimu, npoepamam ma npoexmamu

V]IK 005.8:519.876.5
DOI: 10.20998/2413-3000.2016.1174.5

VICTOR V. MOROZOV, IULIIA O. LIUBYMA

THE INTEGRATION MODELS OF PROCUREMENT MANAGEMENT OF HYBRID PROJECTS IN
DEVELOPMENT OF PROJECT-ORIENTED ENTERPRISES

The aspects of resource provision of project implementation in development of project-oriented organizations and its positioning on domestic and
international markets are studied in the article. It significantly affects not only the results of projects’ research, but also the sustenance and
development of such organizations. For realization of stated tasks, the authors proposed several conceptual models that allow to combine the processes
of project management and operational processes of the company and on this basis to create hybrid projects for efficient procurement of product

components and resources for project portfolio.
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Introduction. Recently, with the influence of crisis
that unfolded in the economy, more and more attention is
paid to the study of the role of the State in macroeconomic
regulation processes [1]. Thus, the focus is on the
problems of regulation of the financial sector, in particular
around the measures and instruments that are used by
regulatory agencies to ensure support for banking system
stability. Also, in our opinion, the role of the State is
significantly increasing in conditions of economic crisis
through the use of this instrument of economic regulation
as procurement, including Public procurement [2], which
can quite significantly affect the supply and demand for
socially important goods, works and services both in the
country, and within individual regions. This is especially
true for project activities, in particular in realization of
international investment programs. Accomplishment of
these programs, based on project approach is extremely
important in the present circumstances. It should be noted
that in such programs the processes of project
procurements constitute almost 80-100% of project tasks
performed according the specific rules. These tasks are
complex, limited in time and have assessed effectiveness
with a focus on achievement of a certain results [3]. In
addition, these project procurements have to be combined
with procurements, that provide operation activity of
customer’s company and have the character of public or
commercial purchases. In this regard, the study of the role
and importance of integration approaches to
implementation of all types of procurement processes for
the project and operating activities of the companies in the
economy of the State, peculiarities of development of
hybrid integrated procurement system and its components
are very important today.

Solving this problem will provide the combination of
resource procurement packets for production and project
activities, reduce the number of procurement procedures,
reduce costs, enlarge contracts and procurement contracts,
consider the image component in determination of the best
participant of procurement procedures. This may increase
the efficiency of procurement processes and improve
results of both project and operational activities.

Analysis of research and publications and
definition of unsolved aspects of the problem. It should
be noted that national scientific literature doesn’t pay

considerable attention to this problem. Concerning public
procurements, the main published papers on this subject
rather have legal character or form of analytical reports,
prepared by the Ministry of Economic Development and
Trade [4] and other regulatory agencies.

In recent time, a number of national scientists make
research on the issue of public procurements from the
point of view of scientific and theoretical grounds, among
them 1. Burakovsky, N. Tkachenko, Y. Umantsiv, A.
Ovsyanyuk, A. Minyaylo, V. Smyrychynskiy.

In addition, a number of Russian scientists are
involved in research of this direction, among them: E.
Kovalev, M. Koryttseva and |. Pogosov, A. Sokolowski,
R. Arykbayeva and others [5-9]. These studies are based
on the functioning of the public procurement system.

Regarding project procurements, we follow the
requirements of international standards for project
management [10, p.355] and also research results obtained
by professors S.D. Bushuev [11, p.111], V.A. Rach [12,
p.126] and V.V. Morozov [3, 13].

Analysis of informational resources points out an
accurate separation of operational and project activities.
Basing on practical experience of project procurements in
terms of POE, it can be said, that this activity in regard of
procurements on professional level, seldom can be joined
with obtention of hybrid (joint) result.

In recent time there have appeared the researches of
hybrid project management, reflected in following articles
[14, 15].

Regarding given the above, we can say that the
systems of procurement are closely related to both
production (operating) and project activity (in the case of
project-oriented business), and thus appears a scientific-
practical problem to give grounds of functioning of
management systems which would take into account the
features of the operating system and project management
[14].

However, today no systematic research of this
problem is found.

The purpose of the article is to form a holistic
system vision of integrated procurement management for
project-oriented companies and organizations,
international projects and programs that are currently
implemented in Ukraine and abroad.
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Results and discussion. The analysis of realization
of international projects and development programs in
Ukraine, that are funded by international financial
institutions, indicates that one of funding part of such
projects is a mandatory part of the State [5]. This leads to
the need to implement the requirements of modern legal
framework for the implementation of State procurement
on the one hand, and the requirements of international
organizations that provide funding for State development
programs, on the other. It should be noted, that these
requirements are always different from each other, they
reflect the various aspects of monitoring of funds usage
and are aimed at different areas of organization that is
currently implementing the project or program.

Thus, for the implementation of development
programs at the expense of the International Bank for
Reconstruction and Development (EBRD) created
Directorates development programs (or Directorates),
which is primarily project management offices (PMO),
have their own operations activity, also provide the
resource requirements of customers projects (Ministry).
Of course, such activities, in turn, should be provided in
certain types and amounts of resources.

Of course, such activity should be provided in
certain types and amounts of resources. Thus, for
example, the following program of Ukraine, in which one
of the authors took a direct part "Equal Access to Quality
Education in Ukraine" (100 miIn. USD) for the Ministry of
Education and Science of Ukraine, where have been held
more than 100 procurement procedures on different
procedures for IBRD standards and requirements of
national legislation; "Preparation of the Second
Adjustment Loan" (2.6 mIn. USD) for the Ministry of
Economy and European integration in Ukraine with a total
of 50 tender packages; "Termination of use of substances
that deplete the ozone layer" (24 min. USD) for the
Ministry of Environmental Protection of Ukraine with a
total of 30 tender packages (Figure 1): "The model of
operational procurement management of different
functional departments" - model " distribution".

The research and analysis of this procurement
scheme indicates that today, along with performance of
project management standards’ requirements, including
project procurement, there is a need for project-based
approach to management of operational activities.
Integration (somehow) of these two types of procurement
systems leads to hybrid procurement projects and emerges
a problem of their management.

Hybrid project procurement is a typical project
activity limited in available resources and time, which
results unique goals in the form of products or rendered
services to meet the specified requirements for quality.

Management problems in operating activities of
project-oriented enterprises (POE) have been the subject
of many publications, including [6-8]. According to the
competence of logistics in ensuring the POE with
materials, to implement a systematic approach to material
supply management within the delivery service must be
taken certain steps.

To ensure the POE with material supply, it is
necessary to solve the problem: "What to buy"; "How to

", ¢

buy"; “On what terms to purchase." Also, the following
work must be done: "To sign the contract”; "To control
the contract”; "To arrange delivery"; "To organize storage
(Figure 2: model "optima").

The task “Where to buy” and “On what terms to
purchase” are solved by Procurement Directorate. At the
same time earlier mentioned works on supply are
performed: contract conclusions and control of their
implementation. As a result, the function of material flow
control and raw material control is divided between two
different services and its effective implementation
becomes difficult.

Head of Directorate

o~

Procurement Director

o

Production Director

I . .

Production Material Eesource Procuremment

Departments Management Management
Decision of tasks: Decision of tasks:
- What tesources to uy? - Whete to buy?
- How much resoutces - On what terms and conditions?
should be purchazed? Work accomplishment:
Work accomplishment: - To sign the contract
- Btorage otganization of - To conteol the eontract
purchased tesources - To atrange delivery

Fig. 1 — The model of operational procurement management of
different functional departments

Another option, shown in Figure 2, presumes the
concentration of all functions of procurements and supply
in one hand. This structure creates wide opportunities for
logistic optimization of material flows at the stage of
resource procurement.

However, moving to the analysis of procurement
activity within international programs for project-oriented
enterprises (directorates of PMO) should also be taken
into account the basic project activity of the company, as
it was underlined in the beginning of the article, aimed to
implement a complex project and to receive targeted
results. A requirement list to such activities, considering
project procurements, is defined in many publications, for
example [3, p.297; 4, p.355; 9, p.588].
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Resource
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- Where to buy?
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- To sign the contract
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Work accomplishment:
- Organdzation of storage
for purchased resources

Fig. 2 — The model of operational procurements
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First of all, it should be noted that project
procurement is characterized by a certain horizontal
integration in management, because, at least in project
procurement planning, should be used many results of
previous in other knowledge areas of project management.
Among these results (documents) [3, 10], in particular, are
"Project Management Plan" from the Integration project
management component (group of project management
processes - 4.2), "Requirements description” from the
component Content project management (requirement
collection process - 5.2 ), "Risk identification description”
from the component Risk project management (the
process of risk identification -11.2), and so on.

In general, for procurement project management
eight incoming documents (Fig. 3), the presence of which
is determined by certain standards and ensures a transfer
to planning of project procurement procedures in order to
increase their effectiveness [9] (model "integro") are used.
In order to ensure timely documentation flow and
approval, an effective work of department of material
supply of POE must be ensured (Fig. 3).

As it is seen from the Figure 3, two integration
contours are dotted lined: vertical — proposed in this
article and horizontal, which is based on the international
standards of project management.

Thus, making project procurements, one must be
focused on hybrid projects. They combine processes and
procedures on public procurements on the bases of state
legal framework, according to annual plan of
procurements and project procurements, that are
implemented according to the project needs in certain
resources and approved complex project plan schedule.
Such task of automation becomes a more relevant when
considered the project portfolio or development programs
for project-oriented companies. However, in international
projects, that are implemented by international financial
organizations such as the IBRD and concluded contracts
are also on the bases of project procurement procedures,
where  project-organizational  structure of project
management is implemented.
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Fig. 3 — The model of integrated procurement in hybrid projects

The need to create a computer procurement control

system for hybrid and international projects is
predetermined by several reasons:
1. The researched categories of projects are

characterized by implementation of usually large number
of micro-projects in various regions across the country.
This project structure requires the involvement of a
considerable number of people of various specializations,
including specialists in procurements. It is necessary to
provide their access to project procurement management
in computer information system.

2.In this situation, the exchange of information
between different departments and professionals working
in the project and that provide procurement processes and
contracts and also exercise the functions of control and
planning, will bring certain difficulties if the computer

information system of project management is not
implemented.
3.The cycle of initiation, preparation and

implementation of each procurement procedure - is a set
of activities performed during a long time. Different
specialists are involved to this time-consuming procedure,
such as: engineers, economists, management of
organization, procurement specialists and others. Each of
this expert works with a certain group of procurement
processes. For organization and information processing,
which further goes in operation of various experts on
different stages of the procurement procedures, it is
necessary to create a central database.

4. The financing of mentioned projects is usually
carried out by three or more sources, such as a loan or
grant from the World Bank; the contribution of the
government of the State that is implementing the project;
the contribution of communities, that are implementing
micro-projects; various public and private foundations and
donor organizations may also support the project.
Conditions and procedures for disbursement and
implementation costs for all of these funding sources may
differ. All this makes it virtually impossible to make
financial transactions in the project without creating a
computerized financial accounting system, that must be
closely integrated into procurement system.

5. All organizations, that are involved in the
preparation and implementation of procurements are
interested in getting different information about project
progress and results. This reporting should cover all
aspects of the project. Creation and coordination of such
reports is greatly simplified if there is created a computer
system of procurement management.

Conclusions.

As a result of research, there were found similar
types of activities in organization and conduction of
procurement procedures both for operating activity of
POE and project implementation.

The integration of two types of procurement
activities for the POE is possible through a combination of
group of processes — stock management, warehouse
management, operational management and project
procurement.
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The considered integration of procurements results in
the emergence of a new essence — a hybrid project
procurements, which management is significantly
different.

There were discovered two types of integration of
procurements for international projects and programs -
vertical and horizontal integration. The developed
conceptual approaches and models form a complete vision
system of procurement in complex international projects.

Prospects for further research in this direction.
The results of presented research and models give the
opportunity to conduct their further analysis and proceed
to the formation of mathematical and algorithmic models,
the research of which, in its turn, will provide an
opportunity to explore a broader class of enterprises that
use hybrid scheme of project management and to generate
practical recommendations for the specific formation of
such management systems.
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