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The article is devoted to the actual problem of outsourcing development in Ukraine. The essence of the concept of
<outsourcing» is substantiated and its main features are defined. The feasibility of outsourcing some functions of public
authorities to ensure their effective operation and the practice of this type of cooperation in Ukraine and the world has
been investigated. The problems and prospects of outsourcing development in the public authorities of Ukraine are outlined.
The necessity to support the state of this line of activity, to improve the control over outsourcer activity and to improve the
quality of partnership relations, as well as the need to improve Ukrainian legislation in the field of outsourcing, have been
proved.
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PO3BUTOK AYTCOPCHUHTI'Y SIK IHCTPYMEHTY 3ABE3INEYEHHS
E®EKTHUBHOI JISIIBHOCTI OPTAHIB ITYBJIYHOI BJIAJIA:
BITYU3HSIHUM TA 3APYBI)KHUUN ACIIEKTHU

B cmammi docridsceno meopemuxo-npaxmuuni nioxodu w000 QOpMyeanis CRpusmiugozo cepedosuuld GUKOPUCTANHSL
aymcopcunzy 6 OisivHocmi opeanie nybiiunoi enadu ¢ Yipaini ma sa xopdonom. Bemanosieno, wo cymmuicmv 0anozo
IHCMpYMeHmy NonsA2ae Y QOKYCY8anHi HAAGHUX PeCcYpCié OPzamisayii Ha 6UKOHAHHI OCHOBHUX (QYHKUiU, 6 MOl uac sK
OQOnoMixCHT Nepedalomvcst CMOPOHHIM Opzamisauism — aymcopcepam. Busnaueno ocnosni osnaku aymcopcunzy, sKi
610pi3HI0MD 1020 610 THUWUX POPM MINCOP2ANIZAUTINHOT CRIBNPALT, MA BUOU AYMCOPCUNZY 6 3ALEICHOCTE 610 KOHKDEeMHUX 6UDIG
OIANLHOCINE, 8 SKUX CNeYlanisyemvpcs aymeopeep: 8 001acmi iHhOPMAIHUX MEeXHO02il; HAYKOBO-BUPOOHUUOT JisibHOCT;
JOZICIUMHUX (PYHKUTT; QYHKYITL YNpasiinus 0p2ani3auyiero; QiHancosux OaHKigCoKux onepayiil; KOpRopamueHozo HAGUAHHSL;
JI00CHKUX pecypcie ma .

O6rpynmosano nepedymosu Po3GUMKY aymcopcunzy y OisibHoCcmi opeanis nyoaunol eaadu Yxpainu, 0o 0CHOBHUX meH)eHyiil
11020 BUKOPUCTAHHSL 8 NYONUHOMY YNPABAIHHL GIOHECeHO: POSWUPEHHS NPAKMUKU 1 MACumadie 3acmocyeanis makux
002060pi6 6 disbiocmi opeanie nyoOAuHOL 6AA0U; NPpazHenHs. Opzanie nyOAHOT 61A0U 6 3HAUHIT MIPI mpanchopmyeamu
eracny JisivHicmy 3 Memoto NidsUeHHs ePeKmUBHOCIE NPOYecis; 3MiHa Xapaxmepy OibHOCMI NOCAd08UX 0cib opeanis
nyoniunoi 61A0U: KOHUEHMPAYIs Yeazu O0epicasHux Ciyicoosyie na eupiuenni 3a60amv, NO6 S3AHUX 3 YNPAGIIHHAM
KOHMPAKMHUMU GIOHOCUHAMU; 6CMAHOGICHHS NAPMHEPCOKUX GIOHOCUN MINC OP2AHAMU 0ePHCABHOT 61a0U A 306HIUHIMU
BUKOHABUAMU HA OCHOBI 0620CMPOKOBUX Y200; POPMYBAHs 0COOIUB0Z0 PO3OILY NPABA, U0 PE2YNIOE KOHMPAKMIL 6I0HOCUHU
MidiC opeanamu nyoaiunoi 6Aa0U Ma 306HIUHIMU OP2AHIZAUIAMIL.

Bcmanosieno, wo wupoxomy posnosciodicentio 3acmocysanis aymcopcunzy 6 YKpainCoKux opzanax nyoniunoi eiadu
nepewurooNcamo Hedockonala 3akonooasua 6asa, necmaua GLOONCEMHUX pecypcis, gidcymuicmy memoduunoi 6asu, a
MAaKoxc onip camux 0epicasHux cayrc606yie ma nocadosux ocid Micleeozo camospa0y6ans.

Jlosedena neobxionicmv niompumku 0epicasor 0amnozo Hanpsmy OisibHOCMI, 600CKOHANCHHS KOHMPOIIO 34 OisibHICmIO
aymcopcepa ma NOKPawenns SKOCmi Napmuepcokux GiOHOCUM, a MaxoxHe HeoOXIOHICmb 600CKOHALEHHS YKPATHCHKOZO
saxonodascmea 6 cepi aymcopcunzy. Hayxosuil nowyk, nposedenuil wisxom nopiusmms, 046 smozy GUABUMU OCHOBU
BUKOPUCTNAHHS AYMCOPCUHZY 8 0P2aHaX NYOMUHOT 61A0U, A came: PIleHHs NP0 BUKOPUCTAHHS AYMCOPCUHZY 8 KOICHOMY
KOMKPEMHOMY SUNAOKY MAE TPDYHMYBAMUCS HA BCeOUHOMY aHANI3I 1020 Nepesaz i PUuKie. 3 yieo Memoro HeoOXioHuM €
300cHens nonepedt»020, NOMOUHOZ0 | NIOCYMKOB020 AHANI3Y ePEeKMUBHOCTME AYMCOPCUN2Y 3 MEMOI0 MOHIMOPUHZY T KOPEeKUii
pesyavmamie pecmpyxmypusayii. O0rpynmosana neobxXionicmy cmeopenns i 3abe3neuenns WuUPoKozo 3aCmocy6anHs.
Gibniomexu munosux Koumpaxmis, w0 Oyau 6 adanmosani 00 YKPAiHCLKUX YMOB i 6paX08Yeaiu 6 Kpawgui MidcHapOOHULl
00¢6i0, a maxoic memoduuni pexomendayii wodo 6ubOpYy i NOPAOKY BUKOPUCTANHS PISHUX MUNIE KOHMPAKMIE.

ITodanvwi docridxncenns nompiono coxycysamu na nobyoosi PisHOMAHIMHUX ONMUMALLHUX MOOeLell aymcopcunzy 6
opeanax nyonHOl 61A0U, BUAGLEHHT PUSUKIE NI0 UAC 3ACMOCYBAHHS 0AH020 THCMPYMEHMY Ma Memodie Ynpasiints HUMU.
Kmiouosi cnosa: aymcopcune; opean nyOniunoi eradu; nybiiune ynpasiinns; Oi3HeCnpouecu; pPecmpykmypusayis;
epexmuenicmy OisibHOCMI.
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MEXAHISMU AEP}XABHOIO YNPABJIIHHA

W . The profound changes ogcurripg
npoGremm in many spheres of public life
determine the need for a systematic
and continuous improvement of the
organizational structures and forms of activity of public
authorities. One of the ways of improving the activities
of both the organization as a whole and the individual
processes occurring in public bodies is to ensure the
widespread use of such an instrument as outsourcing.

Modern management outsourcing refers to the
performance of certain functions or business processes by
an external organization that has the necessary resources
for it on a contractual basis. In essence, this tool is a
management strategy that involves the removal of certain
functions previously performed by public authorities,
beyond the scope of their activities by concluding
contracts (contracts) with outsourcers on a competitive
basis. Thus, using outsourcing, public authorities aim
,Jprimarily to improve the quality and efficiency of certain
processes, concentrating efforts on key areas of activity,
and free up resources and reduce the cost of performing
certain functions [20].

World experience has shown that outsourcing can
potentially save 10-50 % of public money by increasing
competition in the procurement sector [5]. That is why
the research of successful foreign experience of such
relations around the world and determining the conditions
of its implementation in the domestic practice of public
administration currently is urgent for Ukraine.

The problem of outsourcing in

AHanis different sectors of the economy is

RETERES investigated in a number of works of

AOCIIIDKEHL  § modern foreign and domestic authors,
i ny6nikauin

such as: J. B. Haywood [19], J. Bravar,
L. Edinson, R. Morgan, S. Wilson,
L. Ligonenko [13], O. M. Lizunova [12], N. B. Rudik,
B. A. Anikin [1], F. M. Filina [18] and other.

However, despite the considerable elaboration of
outsourcing by the mentioned authors, there are still many
issues outside the research related to the industry specific
nature of outsourcing usage. This applies in particular to the
theory and practice of outsourcing in public administration.
Given its rapid development, the study of this tool requires
constant scientific research, actualization of knowledge in

this field, comprehensive analysis and generalization of

modern practice of outsourcing, formulation of relevant
scientific and practical recommendations.

The purpose of the article is to

MeTa )analyze the role and importance of

outsourcing in public administration

and relevant experience of domestic

and foreign practice, in order to identify on this basis

the peculiarities and shortcomings of these processes

and to provide recommendations for eliminating such

deficiencies.

First of all it is important to focus on
the essence of this concept in terms of
the science of «public administration»
and the regulatory framework of
Ukraine. In the conventional sense,
outsourcing is the transfer by an
organization of certain processes or functions to the
service of another organization specializing in the relevant
field.

Buknapg
OCHOBHOIO
martepiany

AKTyanbHi Nnpo6iemMu gep>XaBHOro ynpasJliHHS

Unlike services, which are sporadic and periodicintime,
outsourcing acts as professional support of the constant
functioning of individual systems and infrastructure of the
enterprise based on a long-term contract [17].

There is no single viewpoint in the definition of
outsourcing agreement in scientific sources. In particular,
L. Myhalyuk defines outsourcing agreement as an
agreement of the parties based on the principle of freedom
of contract and free expression of the parties regarding
the settlement of relations arising from new non-regulated
activities aimed at acquisition, change or termination of
civil rights and obligations to achieve the required result
and eliminate the drawbacks of the legal regulation of new
relationships [14, p. 36—40].

A. Zagorodniy and G. Partin under outsourcing mean
the transfer of part of the service functions of the enterprise
to a third-party contractor or supplier, provided they are
guaranteed the appropriate level of quality and efficiency
of their implementation on the basis of transformation or
updating of business processes and technologies and
with the possibility of transition of part of the personnel
enterprise to outsourcer [9, p. 88].

O. Didukh believes that outsourcing is an enterprise
management tool aimed at improving the efficiency and
competitiveness of operations, which involves entering
into the contract between the customer and the supplier
(outsourcer) in order to perform the latter as the main
and secondary functions of the customer for a specified
fee reorganization and optimization of business activity,
and in some cases temporary involvement of staff [6, p.
177, 178]. J. Cross sees outsourcing as a strategy for
managing a company, not just as a form of partnership, it
involves a certain restructuring of the internal processes
and external relations of the company [11].

O. Yermoshin holds a similar point of view, considering
this kind of relations as a management strategy, which
enables to optimize the functioning of the organization by
concentrating non-core functions on a contractual basis
to other organizations specializing in a specific field and
having relevant experience and knowledge. in her [7].

As for the interpretation of the concept of outsourcing
in public administration, by definition of S.V. Sytnyk,
outsourcing is a modern tool of public administration,
which provides for the conclusion of a contract for the
transfer of certain functions, traditionally owned by public
authorities, to civil servants from the public to the private
sector in order to improve the quality of services provided
to the public [16, p. 17].

To sum up, we can conclude that the outsourcing
agreement means the entering into a bilateral agreement,
which provides for the performance of functions by third-
party organizations with higher qualification on a paid
basis. The bilateral agreement involves the participation
of two parties — the customer and the contractor, the
so-called outsourcer. Reimbursement means the
performance by the outsourcer within the framework of
the contract of the entrusted functions by the customer for
remuneration.

Section 4 of the National Classifier of Ukraine
«Classification of Economic Activities» DK 009: 2010
defines outsourcing as an agreement whereby a customer
instructs a contractor to perform certain tasks, such as part
of a production process or a full production process, the
provision of recruitment services, ancillary functions [15].

Ne 3(79)-2019

48



MECHANISMS OF PUBLIC ADMINISTRATION

Therefore, the essence of outsourcing is to focus on
the main activity, and other functions and processes are
transferred to special companies — outsourcers.

It should also be noted that there are a number of
terms similar to outsourcing in the scientific literature:
shrinking;
downsizing;
spin off;
externalization, which is the transfer of control over
the performance of any function of a company
specializing in this field [2].

Therefore, we consider it is to be appropriate to list
those features that distinguish outsourcing from other
forms of inter-organizational collaboration.

1. Target nature of outsourcer activity: The outsourcer
produces a product (providing a service, performing work)
only if an outsourcing order is available.

2. Absence of risk in outsourcing activity: outsourcing
guarantees the purchase of manufactured goods (services
provided; work performed) and his (her) timely payment.

3. The product (service, work) is provided in
accordance with the customer's specifications. Which
include not only detailed product specifications, but
also technology of production and the organization of a
effective control system.

4. The product (service, job) is intended for outsourcing
for commercial purposes.

5. The parties to the agreement may only be legal
entities.

6. The outsourcer discloses the outsourced structure
and size of its costs, and then sets the normative value of
the operator's goods (services, work).

7. The outsourcer forms its production capacities
(quantity, structure, nomenclature, geographical location)
based on outsourcing requirements.

8. In order to ensure the optimum quality of service
delivery, the outsourcer makes changes to those internal
procedures of work of the customer, which are related to
the process that is transferred to him for execution.

9. The outsourcer, if necessary, transfers to the
operator its own key competencies and assets required
to complete the process or task (technology, equipment,
etc.).

Finding more effective methods of providing services
to citizens and businesses has been a constant task of
public authorities around the world for the last several
decades. In Europe and North America, there has
generally been a tendency for governments to reduce
the role of public services in certain areas of their activity
and to encourage the private and non-profit sectors to
increase their role in this matter.

In Ukraine, outsourcing projects are considered first
of all as a way to reduce the costs of supporting certain
processes, and only then are evaluated from any other
point of view. Depending on the specific sphere in which
the outsourcer specializes, there are several types of
outsourcing:

IT outsourcing;

outsourcing of research and production activities;
outsourcing of logistics functions;
outsourcing of  organizational
functions;

outsourcing of financial banking operations;
corporate training outsourcing;

. management

Ne 3(79)-2019

» outsourcing of human resources, etc.

It should be noted that in our country IT outsourcing
is widespread, which can help Ukraine to become a
powerful player in the global technology market, that is
because nowadays Ukrainian companies which provide
these services occupy prominent positions in the world
market. According to the IAOP, 13 Ukrainian outsourcing
companies were ranked in the Top 100 Best Outsourcing
Companies of 2017 [21]. Thus, since 2014, an electronic
system of public procurement through the Internet has
been implemented in Ukraine.

For a year now, the ProZorro system has been
functioning as a reliable, functionally developed tender
tool. When registering in the system in connection with
their activity, private firms receive a notice of the ongoing
tender. By the end of 2017, ProZorro's e-procurement
system has saved UAH 2.9 billion of budget funds. Aimost
8,000 customers from the state have joined the system.
This is actually makes more than 90 % of all government
procurement and has already been joined by 25,000
suppliers [8].

Among the achievements of international activity is
the participation of the Ukrainian delegation in a series
of meetings of the WTO Public Procurement Committee
in Geneva, Switzerland, where the Ukrainian delegation
proposed the creation of a unified portal for the aggregation
of Open Tender Announcements through the Prozorro
GoGlobal Initiative. Data Standard.

An important event of the year was the Open
Contracting 2017 International Conference, which was the
occasion of the regular meeting of the Open Governmental
Organization 5 (Amsterdam, the Netherlands), where
representatives of the Ministry of Economic Development
presented Ukraine's experience in public procurement
reform, experience and benefits, obtained from the
implementation of OCDS, in particular the use of the
analytical Bi-module.

It is interesting that the research has been conducted
on the demand and quality of outsourcing services in
Ukraine.

According to the surveys, 36 % of respondents
outsource various manufacturing business processes,
including:

IT services —40.5 %;

logistics — 35.1 %;

procurement process — 27 %;

marketing business processes — 21,6 %;
recruitment — 18.9 %);

accounting — 13.5 %;

wage calculation — 13.5 %;

information processing and systematization — 8,1 %;
outsourcing of medical representatives — 8.1 %;
stuff record and administration — 5,4 %;

 various administrative functions — 2.7 %.

In addition, 31 % of respondents indicated that they
were using the services of the external stuff, including
48.4 % — for short-term projects, 35.5 % — for long-term
projects, 29 % — outstaffing.

The survey found that 41.2 % of respondents that
were using outsourcing received savings on their
own resources, 37.6 % — achieved optimization and
acceleration of their own business processes, 32.9 % —
improved efficiency, 14.1 % — improved quality and control
over the work processes.

Actual problems of public administration
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Although,  currently, the development and
implementation of the system, principles and mechanisms
of outsourcing of administrative and management
processes in the territory of Ukraine have been
implemented only in separate executive bodies. At the
present stage of management, Ukraine is less adapted
to the conditions dictated by the outsourcing market, and
this is significantly reflected in its attractiveness index
indicators (41st place with a value of 5.03) [3].

The widespread outsourcing of public authorities in
Ukraine is hampered by an imperfect legal framework,
insufficient budgetary resources, and resistance by
officials themselves. The development of outsourcing
is largely constrained by the lack of a methodological
framework for outsourcing, which should be enshrined in
the relevant legal acts. At present, it is necessary to create
and make widely available a library of standard contracts
that would be adapted to Ukrainian conditions and take
into account the best international experience, as well as
methodological guidelines for the choice and order of use
of different types of contracts.

There are major specifications in the understanding
of goals and approaches to the implementation of
outsourcing projects between Ukrainian and Western
companies. In post-industrial economies (to which not
only Japan, the United States and the developed countries
of Western Europe, but also a large number of Latin
American and Southeast Asian countries already belong),
the main goal of outsourcing internal processes for the
organization is the innovation it can obtain in the result of
a strategic partnership with an outsourcing company, as
well as addressing social responsibility issues.

The main trends of outsourcing in public administration
include:

1) expanding the practice and scope of application
of such contracts in the activities of public authorities,
transition from one-off outsourcing of individual operations
to outsourcing of business processes and large-scale
process of outsourcing transformation;

2) changing the reasons for applying for outsourcing
in public authorities from the desire to reduce costs to
the desire to significantly transform their own activities in
order to increase the efficiency of processes;

3) changing the nature of the activity of public officials:
concentration of attention of civil servants on the tasks
related to the management of contractual relations;

4) establishing partnerships between public authorities
and external contractors on the basis of long-term
agreements;

5) modification of the content of contracts, formation
of a special section of law regulating contractual relations
between public authorities and external organizations;

6) formation of institutional framework for contract
management.

The major leaders in outsourcing among OECD
countries are the United Kingdom, the United States,
Canada, Australia, New Zealand, Sweden, Denmark,
Finland and the Far East (Singapore, Hong Kong, South
Korea). The OECD regularly assesses the total amount of
outsourcing in the public sector.

This applies a methodology that uses an expanded
definition of outsourcing as the total volume of goods
and services purchased by the public sector (including
all levels of the budget system) in the non-government

AKTyanbHi Nnpo6iemMu gep>XaBHOro ynpasJliHHS

sector. According to OECD experts, the functions of public
authorities outsourced to OECD member countries can be
divided into three groups.

The first group includes the functions performed by
the so-called «blue-collar» (cleaning services, garbage
collection, catering, security services, etc.). All the
functions of this group do not belong to the key missions
and tasks of the government. Their implementation
involves a set of standard operations that do not imply
high requirements for the qualifications and educational
level of performers. That is why, as a rule, the functions of
this group can easily be outsourced.

The second group of functions can be attributed
to those whose performance imposes sufficiently high
requirements for the professional skills of performers. This
group of functions include those related to information
technology, finance and accounting, personnel
management, legal support, operational functions related
to document flow, and more. Over the last 20 years,
public sector outsourcing in the OECD has been primarily
linked to outsourcing of this particular group of functions.
Outsourcing of IT related features is the most popular.

The third group of government functions that can be
outsourced include the key functions of public authorities.
Qutsourcing of these features is quite rare in public
administration. It should be noted that even in developed
democracies, the feasibility of outsourcing key functions
of government is often challenged and is the subject of
intense debate among politicians and experts [4].

Thus, international practice proves that a number
of government and municipal powers, especially those
related to services, can be implemented with high
efficiency by the commercial sector. The implementation
of the model of a service state, whose purpose in the
face of public authorities is to provide the population
with quality, timely and accessible services, requires a
significant improvement in the quality of the state's activity
in providing such services, which is impossible without the
involvement of external resources.

However, since outsourcing can also have a negative
impact on the financial and economic performance of the
customer, the decision to use outsourcing in each case
should be based on acomprehensive analysis of its benefits
and risks. It is essential to perform preliminary, current
and final analysis of outsourcing efficiency for monitoring
and correction of restructuring results. In our view, such
decisions should be aimed, in particular, at analyzing
the actual state of the processes in the public authority;
analysis of the experience of involvement of external
organizations; developing a methodology and evaluating
the feasibility of outsourcing individual processes; forming
a clear structure for managing outsourcing processes;
continuous evaluation of outsourcing results.

Thus, the effective implementation of outsourcing
in the activities of public bodies requires a preliminary
answer to the following questions:

What is the specificity of public services provided by
public authorities?

What might be the outsourcing models for service?

What are the posible negative effects of outsourcing?

Outsourcing should become an effective strategy for
the activity of public authorities. To do this, it is necessary
to develop an appropriate detailed methodology for
all components of outsourcing and to capture the roles

Ne 3(79)-2019
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and functions of all outsourcing actors. In general, it is
advisable to carry out the following steps from the point of
view of the sequence of actions of implementation of the
outsourcing tool in the activity of public authorities:

« identifying the functions of a public authority that

can be outsourced;

» evaluation of the efficiency of outsourcing of

functions of a public authority;

 outsourcing of functions of a public authority;

* monitoring the implementation of the functions of

a public authority by external organizations and
reporting on their performance.

Consideration should also be given to the fact that the
transfer of functions of a public authority to outsourcing
may affect its activities as a whole. Building relationships
with a third-party organization may require some
organizational and functional changes in the activities of a
public authority, such as changes in structure and staffing
(including a reduction in the number of civil servants or
local government officials).

Thus, the world experience shows that a positive
result of the use of outsourcing technology in the activities
of public and municipal authorities is possible. In this
case, outsourcing allows to increase the efficiency of
administrative and administrative processes, to control the
costs of activities more effectively, to focus the attention
of executive authorities on the main activity, to improve
the quality of services, to ensure the availability of new

technologies, etc.
BucHoBku '
authorities and organizations
representing other sectors of the
public arena, enabling mutually beneficial results both in
the short and long term. Implementation of outsourcing
in the activities of domestic public authorities promotes
innovation and improves the quality of public services;
reducing the risk of activity and freeing up internal
resources for other purposes.

This type of cooperation has all chances and
opportunities for intensive development both in
developed countries and in Ukraine, although it is still
in the development stage in our country. Successful
application of this instrument in public authorities
requires consideration not only of the restrictions and
barriers encountered in its use in the world practice,
but also the specifics of Ukrainian conditions, including
such factors as low level of development of the services
market, imperfection of the legislation in this field. sphere,
peculiarities of administrative culture of officials of public
authorities.

In order to overcome the aforementioned problems
and to use outsourcing effectively in the activities of public
authorities, further elaboration requires the improvement
of the legislation of Ukraine in this field; assessing the
cost-effectiveness of outsourcing in the activities of public
authorities, as well as establishing a mechanism for
trusting outsourcing providers.

Further research should focus on building a variety
of optimal outsourcing models within public authorities,
identifying the risks involved in using this tool, and how to
manage them.

Qutsourcing is a new, progressive
form of cooperation between public
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