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Problems of Russian public procurement reform

Abstract

Procurement is an effective degree of government policy and strategy development of the most important sectors in economy all over the world – social policy, armaments industry, mechanical engineering and also a huge range of goods and services. Russian Federation is in a tendency of government procurement system reforming. The latest reforms in government procurement, firstly in a legal field, would promote improvements to transparency and efficiency of budget spending on purchases of the goods, works and services, and, of course, would be a way of corruption elimination. 

The purpose of this research is to identify the reasons of problem fields in Russian procurement system, facilitating the high level of corruption. To achieve the purpose of the research, international experience, legal field, main principles of organization, historical development of national procurement system and experience of United States of America, European Union and some other developed countries, were analyzed; also the methods of statistical data processing and method of expert poll were used in the research. 

From the point of view of researchers and practicing specialists, Russian government procurement system doesn’t function as it was being planned and created. Current situation shows that the Federal Law “On placing orders to supply products, production performance, rendering services to satisfy public and municipal needs” which became operative at 21 of July 2005 (94 – FL) regulates only the process of the state order placing without other stages before it and the subsequent stages providing the control of the order execution. 94 – FL needs to be expended to provide the effective control of all the public purchasing stages. It is also basically focused on the prices of goods and services without qualitative parameters of it.

WTO principles assume that procurement is a method of eliminating corruption. All the requirements and standards of WTO, which were taken from WTO Government Procurement Agreement (WTO GPA) and accepted to consideration and conclusion from WTO to Russian current procurement system, approves us in conformity 94 – FL to international WTO procurement principles. 

The next leading international law in government procurement is the Uncitral. The Uncitral model law also claims the principles of government procurement providing the effectiveness of budgetary spending. As a result, a part of American procurement system of competitive tenders has been transplanted in Russia. But the level of corruption is still high.

In our opinion, there are the most important reasons of procurement ineffectiveness, which are listed below:

1. The transplantation of a part of American government procurement system made up more difficulties than advantages. American procurement system has been reformed for a hundred of years with consistent changes in a developed market economy. In Russia, market economy isn’t developed so high.  Government procurement in USA was formed under influence of a big number of different factors, such as historical, political, economical and business culture. So, the USA public procurement system fits to American economy in a best way. Russian government procurement has its own factors of influence on historical, political and economical fields, and it needs to be identified because it can improve Russian government procurement. Transplantation of only the part of system couldn’t give us an opportunity to use such elements as cooperation, methods of pricing and so on.

2. The absence of some necessary institutional elements (such as judicial system and civil society) acting as an infrastructure for the procurement system. Effective function of judicial system and civil society would improve society interest’s provision at the purchasing activity. And as a result, the absence of institutional elements leads to the lack of information: first of all, for an overall procurement system, and, secondly, the feedback between society and government purchasing expresses in impossibility for a society to control the system. 

3. The absence of system regulation and control of government purchasing actions. With the transplantation of American procurement system, we need to create some single and integrated coordinating organization. In Russian Federation, regulation functions lie on the several organizations and create the additional problems while fighting the corruption.  
The factors above are the most important factors of public procurement reforms in Russia, but they can lead to a huge number of problems, which could be solved, too. It is impossible to be limited only at focusing on the elimination of one of these problems above; it needs to be solved in a complex. In case it is impossible to solve these problems, it will be necessary to adapt to some elements of the international systems of public purchases. These elements will consider a level of the market economy development in Russia, the absence of the control from a civil society, and also the absence of the judicial system.

Introduction
Government procurement system in Russia as an institute of market economy was formed in 1992 year by the Presidential Decree "On measures for the formation of the Federal contracting system", which initiated the establishment of a contractual mechanism for interaction between government customers and contractors and covenant of state contracts on a competitive basis. World Trade Organization is considering a system of public procurement as a major tool to fight corruption in emerging market economies.  In 1997 the President Decree «About urgent measures to eliminate corruption and budget cuts in the organization of the procurement of products for state needs» was issued with the aim to develop this principle in Russia. Nowadays, the main goal of public policy in the government purchasing market of the Russian Federation is to improve the contracting system to increase the efficiency of budget spending and ensure transparency of all procedures of the state order. To achieve this goal, in 2005 the Federal Law № 94-FL "On placing orders to supply products, production performance, rendering services to satisfy public and municipal needs" (the 94-FL) was adopted. After adopting this law, a significant amount of time it was subjected to deflections and corrections, and now this law creates a basic framework conditions for cooperation between government customers and contractors. But the latest monitoring data of public procurement system shows an increase in the level of corruption after the adopting the 94-FL. "One of the consequences of this approach to the development of legislation of Procurement was that 94-FL, with all its original simplicity of its basic ideas, became a very complicated and internally inconsistent law. ... Many of its rules allow multiple interpretations; the practice of law enforcement and regulatory authority’s requirements show the conflict with the provisions of the Civil Code" [6].
The purpose of this research is to identify the reasons of problem fields in Russian procurement system, facilitating the high level of corruption. To achieve the purpose of the research, international experience, legal field, main principles of organization, historical development of national procurement system and experience of United States of America, European Union and some other developed countries, were analyzed; also the methods of statistical data processing and method of expert poll were used in the research. 
An overview of previous research

An active exploration of issues regarding public procurement market in Russia began in year 2000, from the moment of introduction of the principle of competitive bidding as a basic principle of public procurement. During this period, there was formed a company of scientists dealing with these problems, whose opinion is taken into account when writing this article, including such scientists as 
Afanasjev N.V., Jacobson L.I., Kuznetsov K.V., Nesterovich N.V., Sokolova I.P., Thalers P.I., Knish V.A. Particularly noteworthy are the works of academician V.A. Fedorovich - a detailed and long-term (from 1970) study of the federal contracting system the United States. The study of V.A. Fedorovich allows determining ways of further development of the market in public procurement and the necessary methodological conditions for the functioning of the institute of public procurement. This study is based on theoretical assumptions in Public Economics, where it is assumed that the state is a market agent that performs the necessary set of functions in accordance with public choice.
The findings
Materials of official statistics from The State committee of statistics of Russia help to  suggest the following conclusions. PPM (public procurement market) in Russia is developing rapidly. The volume of state orders is growing every year (Figure 1), that makes the market more attractive to entrepreneurs. So, the total value of procurement conducted on a competitive basis at all levels of government in the year 2010 increased compared with 1999 year up to 5,3 times. Currently, the share of public expenditure in the form of public order is 8,5 % of GDP [12].
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Figure 1. Dynamics of GDP and public purchases in the period of 2006-2009.
An informal statistics data, expert opinions, business and government representatives, numerous publications in the mass media, announce that numerous attempts were made to improve legislation, long-term reform of public procurement, but it did not only give positive results, but it has also significantly increased the size of corruption in the budget spending, has made procedures for delivery of goods for public needs more complicated that often leads to short delivery of products and reducing its quality. 
The evidence of significant problems in this area are constant disruptions in the supply of medicines and drugs, poor quality, shortfalls and delayed implementation of the construction, repair and road works, the difficulties in organizing the purchases of scientific equipment and technically sophisticated goods, overvaluation and cost requirements of budget organizations in procurement, etc.
So, here raises the question: why made up into the international practice and successful tool for ensuring the effectiveness of budgetary funding gives such unexpected and controversial results in Russia? 
Explaining the reasons of this phenomenon, we can divide them into three main groups of factors, determining the current level of low efficiency or inefficiency of the current system of public procurement:
1. Problems of evaluation and performance criteria of public procurement.

2. Disadvantages of methodology of public procurement.
3. Problems of transplantation of international institute and principles of public procurement.
Let’s view in details each group of factors:
1. Problems of evaluation and performance criteria of public procurement.
From the point of view of many officials, public procurement seems to be effective, due to the official statistics, in which system of government orders has reached high efficiency. In according to the letter of the Ministry of Economy of the Russian Federation from June 2, № 2000AS-751/4-605, efficiency of budget expenditures is measured as the absolute and relative budget savings through competitive procedures and the amount of cash that was not spent due to the using of competitive procedures, electronic platforms.
Indicators of economy are calculated as follows:
1) Absolute reduction of budget spending (thousand rubles), as a result of all tenders for the supply of goods:
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 - Absolute reduction of expenditures in government funds as a result of all tenders for the supply of goods, rub.;
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 - The total value of all the bids of the customer, rub.;
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- The cost of the customer to organize and conduct competitions.
2) Relative reduction of spending of budgetary funds as a result of all the competitions for the supply of goods (%):
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 - Relative reduction in budgetary funds as a result of all tenders for the supply of goods,%.
According to the Ministry of Economy Development, budgetary savings during the period from January 2006 to December 2011, shown in Table 1, is 41.4% or 210 109,944 million rubles [12].
Table 1. Information about all orders in the period 01.2008-12.2010.
	Method of placing orders
	Number of placed orders
	Number of customers
	At the sum of money

(million rub.)
	Savings (million rub.)
	Savings 

(%)

	Open tender
	54473
	9914
	1306723.162
	118866.187
	9.1

	Open auction 
	38981
	5285
	548566.869
	55080.369
	10.4

	Request  for quotations 
	493084
	14574
	162472.754
	36163.387
	22.26

	Reselection 
	266
	70
	-
	-
	-


The state order satisfies the state or, identically, the public demand and is aimed at meeting social needs. Such requirements are well known, their volume is due, by the one hand, to the theory of market failures, on the other hand – to measuring rod and the role of government in the economy. Public authorities, while carrying out procurement procedures, represent interests of society. Under these conditions, the efficiency is defined as the utility maximization of consumption of public goods in conditions of budget limitation. Consequently, in the existing legislation the idea of efficiency is replaced by the concept of economy; the objective function of the state being an economic agent is installed to minimize budgetary costs. Such behavior is aimed at minimizing costs, more suitable to the producers. However, manufacturers function in competitive conditions and an alternative to public goods often do not exist or are not accessible to the entire population. Here the question arises: whose interests in this situation does the state government advocate during the bidding procedures for the purchasing of goods for state needs?
Building the system of performance indicators of public procurement from the perspective of utility or satisfaction of society requires the public administration reform and introduction of results-based budgeting, where the purpose of government is achieving results, rather than budgetary savings.
2. Disadvantages of methodology of public procurement.
Russia borrowed or transplanted the system of government procurement from the USA economy. Federal Contract System (FCS) of USA is considered as the most successful in the world. The history of its formation and development begins from1890-s: in this period it was used extensively in the US military, and then gradually was spread to other government departments. For more than a century the establishment and development of FCS has become a well-organized mechanism with a stable legislative regulation. According to many experts and lawyers, no sphere of activity in the United States can have such careful regulation as the FCS.
FCS is based on the following methodological principles:

• Methods of procurement;

• Methods of price-making;

• Methods of contractor’s co-operation.  
The main methods of procurement are: holding of public tenders and two-stage tendering, organization of auctions, request for proposals to conduct competitive negotiations, the holding of restricted tendering, request for quotations, single-source procurement.
FCS, an international "UNCITRAL Model Law on Procurement of goods (works) and services", adopted at the twenty-seventh session of the United Nations Commission in 1994, and The World Bank, recommend open tendering as the main and the most preferred method of procurement, other methods are applied only when certain conditions are met.
Preference to open competitive bidding is due to the conditions for competition for government contracts: the competition is a necessary condition for creation a quasi-market environment for effective accommodation of the state contract. The main drawback of tendering  is the cost of competitive procedures that includes costs of examination of bids and organizational costs. To reduce these costs, there are developed simplified procedures for procurement, such as auction and request for quotations; they apply only for standardized products, where the sole criterion for evaluating proposals of suppliers is the cost of production. Restricted tendering or closed tender procedure was carried out in case of the need of government secrets. Competitive negotiations and request for proposals were organized in case of procurement for technically complex products, where the parameters of pre-purchased products cannot be determined by the state customer. In this case, negotiations with potential contractors are used to determine characteristics and requirements of purchased products.
During the transplantation of the institute of public procurement in Russia, procurement methodology has been implemented only partially. The current law establishes the use of competitive procedures, simplified procurement - auctions, request for quotations, and closed procedures. In Russia, methods of procurement for technically sophisticated products are not applied, that cannot effectively organize the procurement of major construction works, research projects and innovative products.
Let’s consider the purpose and functions of different methods of pricing in FCS. The pricing mechanism in FCS is based on such characteristics as technical parameters of the orders, target price and earnings, the actual price and profits, as well as a complicated matrix of incentives or sanctions for the failure of order or for not complying with its technical and economic parameters of the contract [9]. 
The table below shows the basic pricing mechanisms, which are used in contracts concluded between enterprises and the state, being currently developed and applied in practice with its numerous modifications.
Table 2. Basic methods of pricing in the contractual relations between enterprises and the state [3].
	Pricing methods
	Calculation base
	Method of  profit  determining
	Sphere of using

	Contracts with fixed price
	planned 
costs and 
planned 
profit
	Profit lies in the a predefined price of the contract
	Used in areas 
where it is possible to predict the coming costs with a reasonable degree of probability

	Contracts with 
fixed price 
promotional type
	
	Correction of the final profit margin depending on the performance of the company
	

	Contracts with recovery of costs
	Evidence costs
	Earnings establish separately, usually a percentage of the actual costs
	Used in areas 
where it is impossible to predict the coming costs with a reasonable degree of probability


	Contracts with 
costs recovery promotional type
	
	Correction of the final profit margin depending on the performance of the company
	


Profit for contractors is considering as the main incentive for efficient work of government contracts. The difference between forms of government contracts boils down to that, in the first case, the profit is included in the price of the contract and all the risks associated with over-cost, runs the contractor. In the second case, the profit is established by the state customer individually, as a special contractor's fee, a percentage of the costs and all risks of overspending of planned costs runs the state. In the last case, there is a risk of overstating the actual costs of the contractor and the introduction of this method of pricing is only possible in ensuring effective control over contractor’s costs.
In world practice, the most common are fixed-price contracts. Restrictions of the use of fixed price contracts is the ability to obtain reasonable estimate of future costs, for example, when working with high degree of scientific and technical uncertainty.
The main feature of promotional stimulating contracts is in more complex pricing mechanism and the relationship of profit with general economic performance of the contractor. The government regulates the amount of profit depending on the economic performance of the contractors: on the size of production costs, on quality of supplied goods or services, as well as the time of the order. It should be noticed that the stimulating promotional contracts is a tool of American practices and economics to create an effective quasi-market environment. These contracts have been widely used since the early 60's, and are designed primarily to ensure the special needs of the state: a tool to stimulate scientific and technological development [9].
The most sophisticated version of promotional contracts are contracts of multiple species or complex promotional incentives. These contracts are used primarily in Research and Development (R&D) to create very sophisticated modern techniques and technology for civilian or military purposes or the construction of complex engineering projects. In this case, between the customer and the contractor there are at least four major economic indicators: price, production costs, profit margins, quantitative or qualitative indicators of the delivered goods and services, time or conditions for their delivery to the government. All these indicators are separate criteria for the final financial settlements with the contractors for the finishing, overfulfilment or failure of the agreed indicators: material promotional for the successful completion of an order or economic sanctions against the contractor for inaccurate performance parameters. Government agencies use them, especially in large state investments, in the risk of technological or commercial miscalculation, and the efficiency of contractors and their management practices are crucial.
In the system of government procurement, Russian methods of pricing are not regulated by any legal act, the only exception - the price index for the procurement in the Ministry of Defenses. Usually is used the method of fixing prices.
Russian legislation and public procurement practice is not now here established that profit is the main promotion for companies participating in tenders and awarded the state contract. State customers are not interested in cost and size of the contractor's profits, as in the case of using the fixed-price all risks associated with inflation, rising prices of raw materials, changes in customs tariffs and currency fluctuations, take on the contractors. As a result, government contractors try to compensate the possible risks in the contract price, which increases the cost of similar products for state needs, compared with market purchases. If this is impossible in view of high competition during the bidding procedures, government contractors seek to collude to divide the market of public contracts, for example, on a territorial basis, to reduce competition and establish monopoly power, which subsequently affects the growth of prices of products for public use. If you have any uncompensated state contractor risks during the implementation of the state contract government contractors to save costs do not accomplish work, do not deliver goods or make them with a lower quality. Because in the market for government orders the immediate recipient of products and their purchase - budget funds the different economic agents, the facts of violation of conditions of public contracts are hidden from the consumers as customers and contractors in this situation they are forced to collude. In the event of unforeseen risks the contractor is unable to fully meet the conditions of the contract and the only way out of this situation to minimize the risk of a breach of contract and the legal consequences of liability for failure to comply with the conditions of the contract is collusion between government customers and contractors, which leads to the signing of acts of acceptance of outstanding work or contracting for additional budget funding.
The next important methodological principle of public procurement in the FCS is the methods of contractors’ co-operation. Great importance for the successful implementation of government contracts have forms of cooperative contractors ties or sub-contracting system. These forms differ in the distribution of responsibilities between the co-executors of work, their relationships with customers and among themselves. In the essence, they conform to traditional forms of private business market, i.e. have the character of private companies, partnerships, associations or corporations. The choice of form is usually carried out by the state customer, given the complexity, scale, urgency of the contract, as well as proposals of applicants.
Vertical-horizontal economic integration of the companies executing orders in couple "prime contractor - subcontractor" is a common form of business association of contractors in the performance of large state contracts. 
The main contractor, the corporation has the financial, economic, administrative and organizational responsibility for order accomplishment and at the same time has the right  of strategic management. 
However, in order to prevent market concentration, the state requires him to make a transfer of a large part of the order (up to 50% of public order if the costs under the contract exceed 500 thousand dollars) to other companies in order of subcontracting. 
Subcontractor, in turn, has the right to transfer part of their work to subcontractors of the second order, etc. [9] 
However, it should be noted that since the second half of the 70-s years in the USA this method of cooperation contractors have been used as a tool of bringing an accomplishment  of state contracts  for small business.
The second form of business association of government contractors firms by the method of "joint ventures" is related to the scale of production and construction and development works in the performance of such contracts, which are almost beyond the power of even a single large corporations. In this case, a number of large companies create a joint venture combining the financial, organizational and industrial resources of all participants. One of the firms takes positions of leadership in organization and management of economic, industrial and economic activities of formed "joint venture". One form of such merger is a horizontal integration of financial and economic, material and production resources of contractors into a single self-sufficient corporation.
Another form of subcontracting is "associated contracting" - a system based on a growing of industrial and technical, scientific and technical cooperation and specialization of government contracts mostly in research and development. It combines small, medium and large companies, promoting the vertical integration of their industrial and economic, scientific and technical capabilities. Corporations, executors of government contracts act in such a system legally as "partners" or "associate members". Its main area of application is the creation of new technology, industrial and technical construction, execution of orders of the state of R & D [9].
In Russia, the forms of cooperation of state contractors are not governed by any regulation. In practice, this leads to the fact that the government customer concludes a contract with one firm for execution of work, and he enters into several subcontracts in turn, and work is performed by a third company. This company has not participated in the bidding system, its experience and qualification of staff may be insufficient, but the government customer has no right to interfere in economic activities of the contractor, and even more control over its relationship with other contractors. On the one hand, involving subcontractors in the execution of works for public use leads to an overestimation of the value of the contract. On the other hand, there are orders for large civil works, where a contract with one firm is unreasonable, because such firms do not have enough production capacity. 
In order to reduce the concentration of the industry, the state may require the main contractor to transfer part of the contract by subcontracting system. The main advantage of the customer in case of not spontaneously formed subcontracting system, but regulated by the state, is that the state has the ability to monitor the implementation of the state order over all sub-contractors to choose the optimal form of interaction, providing a higher level of performance of government contracts, promoting cross-sectorial and intra-industry cooperation and specialization, and the decrease of concentration in sectors of national economy. The choice of optimal form of interaction is important in the innovation economy, where a small innovative firm can lead the large industrial enterprises of different industries.
3. Problems of transplantation of international institute and principles of public procurement.
In our opinion, the reasons of an unsuccessful transplantation of international institute of public purchases or procurement, whose effects are expressed in the growth of corruption and inefficient spending of budget funds, are in violation of the principles of reforming of the national economy and the low level of development of basic institutions of a market economy in Russia. The process of transplantation involves the process of borrowing institution that developed in different institutional environments [5].
The institution is a social good, but some groups of population may benefit from its introduction, others may suffer losses. Consequently, the same institution can be both as positive and negative good. From the earliest stages of the implementation of public procurement market is impossible to define the population group (without members of the shadow economy), which benefits from its implementation: consumers consume low-quality products, companies have additional costs and risks, the state budget overruns. Ultimately, the more negative the demand on the institution, the higher the transformation costs of the state, relating to the maintenance and operation of the institute. Resistance force on the introduction of the institute was that during the first ten years of reform (from 1992 to 2003) main supervisor in this area - the Antimonopoly Committee noticed that in most regions of the country do not organize competitive bidding for the purchase of goods for state needs and buy mostly from a single source and this is the main type of breaking the law [7]. As a result, from 2003 to 2005 was developed and adopted a new law now in force - 94-FL.
Current institution of procurement in Russia is dysfunctional.  This dysfunction arrives in the atrophy and degeneration of the institute.  Its destructive function intensified as a result.  In a Institute’s country donor  United States - the level of corruption in public procurement is estimated as 60% of the value of all major contracts [9].  This  rate reached 90% or more of the cost of all government contracts in Russia [8]. The Institute maintained a formal identity, but has become a tool of the shadow economy for managing flows of budgetary funds.
Polterovich identifies three causes of dysfunction of the institution [5]:
• socio-cultural characteristics;
• initial social and macroeconomic conditions;
• technology selection transplantation.
The degree of functional differences of market economy institutions of Russia as a recipient, and the USA as a donor of institution, is great. The level of development of entrepreneurial culture, the degree of effectiveness of the judicial system, the degree of community participation in control over the actions of the state, have significant differences. It should be noticed that the institute was transplantated after more than a century of reform in a market economy.  The lack of institutional infrastructure of market economy  make a barrier to successful transplantation in Russia. Successfully operation of the judicial system, an open civil society would be opposed to the conclusion of corruption or disadvantageous from the point of society view as a consumer of public services of government contracts and contributed to the redistribution of losses and their compensation as a result of judicial decisions, but this does not happen.
The choice of transplantation technology also leaves much to be desired: there was only a partial copying of the institute. As mentioned above, Russia implemented only parts of the International  Procurement  Institution, such as the organization of tenders as open, closed bidding, request for quotations and tenders methods. These important elements of public procurement, such as  method of pricing and co-operation, would ensure the objectives of government contractors and customers in procurement and  would manage the risks of government contracts. Mechanisms for public procurement are also materially affected by error in terms of organization and management, which lie in the absence of a single body coordinating and controlling the operation of the system at the federal, regional and local authorities levels. In donor country USA system of centralized procurement, or close to the mixed type of system effect of some of its organizational features, as there is currently conducting procurement for the needs of federal authorities in the United States is the prerogative of the General Services Administration - Office of General Services. Procurement for national defense is made by the Ministry of Defenses of USA. Specialized procurement also held several other agencies, such as the Agency for research and development in the energy sector (Energy Research and Development Agency), National Aeronautics and Space Administration (National Aeronautics and Space Administration, NASA), etc. Monitoring of federal procurement is assigned to the Office of Federal Procurement Policy (Office of Federal Procurement Policy), and between-ministerial coordination in the field of procurement policy held by the Board of the Federal Acquisition Regulation (Federal Acquisition Regulatory Council) [1]. But in the presence of so many agencies and departments - the customers, identifying needs, planning, coordination, implementation, supervision and monitoring of public procurement in the United States carried out by a single body. The system is a multi-level mechanism and it allows to determine the state requirements and monitor compliance with contract terms at each level, despite the geographical separation of the state order USA market.
It should be noted, however, that a mixed model of public procurement organization, the national model of USA do not use in "pure" because it does not fully conform to the principles of management. For example, a multilevel hierarchical structure (in such countries as: USA, Germany, Belgium, Denmark, Cyprus, France, Latvia, Spain, Switzerland [4]) is applied, implying the federal level (ministries or central authorities), regional level (regional authorities) and municipal level (local authorities and organizations). But this only defines the territorial aspect of procurement, rather than aspect of the delegation of authority or control and monitoring functions. The Russian Federation has combined the principle of territorial distribution of power (as in the decentralized model), and total control over the entire system of public order (as in a centralized system), and state control passed to several departments that do not correspond even to a mixed model.
Implementation of the Russian Federation system as the FCS in a direct way is impossible, due to the impossibility in the short term to build a complex hierarchical system with strong vertical links, and with a strong system of regulation and control. 
Lack of a single coordinating authority in Russia leads to a constant problem of control of budget spending. The control of budget spending in public procurement is blurred between many of government agencies: The Federal Antimonopoly Committee, The Federal Treasury, The Ministry of Economic Development, The Federal Service for Defense Order of the Russian Federation (Rosoboronzakaz) and others. However, there is changing in this direction - ​​a statement about the formation of a single body has been made.
Conclusion
To sum up, we can distinguish the following reasons for the failure of reforming the public procurement system Russia from 1999 till 2010, which appeared in the growth of corruption and delivering low-quality public goods.
The first reason is incorrect behavior of the state customer targeted towards budget savings during the conclusion of government contracts. In that time, as its primary goal quality satisfaction of social needs and reflect at the interests of society during the procurement operation. Thus, the main goal of public procurement is not to ensure efficiency and savings in the Russian practice, which leads to delivery to the public market poor quality or low quality goods, works and services. 
The second reason is due to inadequate or partial regulation methodology of public procurement. Transplantation of only a part and separate element of the American FCS – tender and “fit to meet international standards” of federal law has not led to effective spending of budgetary funds, but only spread a rise in corruption. Such systematically important of the government procurement as a pricing policy would to encourage the contractor to make a profit, provided qualitative performance of the state contract and control the level of its costs, and methods of cooperation to ensure the control over the entire hierarchy of contractors and subcontractors when the contract is completely excluded from regulation in the Russian legislation. As a result, the system is absolutely dysfunctional at the conclusion of major construction contracts for the purchase of product innovation and research.
Last and the third reasons of failure are due to unsuccessful reforming of Russia's institutional environment to take the institute from advanced market economy, which was shown in dysfunction of the transplanted institution. The lack of development of the institutional environment is due to the low level of entrepreneurial culture, a low degree of effectiveness of the judicial system and public participation in controlling the actions of the state, lack of public confidence in government and non-professionalism of civil servants, and reformers.
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