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EFFICIENCY AND DYNAMICS OF PUBLIC PROCUREMENT
IN UKRAINE UNDER MARTIAL LAW

The article examines the efficiency of the functioning of the public procurement system and its dynamics in Ukraine under
martial law. Particular attention is paid to the analysis of transformations that have occurred in the procurement system under
the influence of crisis factors, including changes in the institutional environment, regulatory mechanisms, and market structure.
Within the framework of the study, the relationship between the concepts of effectiveness and efficiency was considered, the
traditional approach to procurement evaluation was analyzed, and the feasibility of applying a multi-level approach to efficiency
assessment was substantiated, which involves its analysis at the micro-, macro-, and meta-levels. Special attention is given to
the study of new tools and procedures introduced to improve procurement efficiency, including the use of non-price evaluation
criteria, life-cycle costing, simplified procedures, and other mechanisms aimed at cost optimization and improving the quality
of procurement. In addition, key performance indicators (KPIs) of public procurement were identified. The empirical part of
the study is based on the analysis of official data presented in the annual reports of the Ministry of Economy of Ukraine. In the
course of the research, the dynamics of key indicators were analyzed, including changes in the level of competition, the number
of procurement participants, the structure of applied procedures, the difference between expected values and contract amounts,
the number of successfully conducted competitive procurements, as well as the specifics of the use of tender evaluation criteria.
The obtained results made it possible to identify key trends in the development of the public procurement system under martial
law, in particular changes in the structure of procurement, the transformation of the level of competition, and the efficiency of
the system s adaptation to conditions of increased uncertainty.

Keywords: public procurement, contracting authorities, bidders, efficiency, martial law, key performance indicators (KPI),
competitive process, electronic procurement system, state regulation, tender procedures, non-price criteria.
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Jlep>xaBHHH TOPrOBEIbHO-CKOHOMIYHUI YHIBEPCUTET

E®EKTUBHICTDb TA IUHAMIKA ITYBJIYHHUX 3AKYIIIBEJIb
B YKPAIHI B YMOBAX BOEHHOI'O CTAHY

Y emammi oocnioxceno egpexmuenicms hynkyionyeannsn cucmemu nyoniuHux 3aKynigens ma OuHamixy 6 Yxpaini 6 ymosax
60€HH020 cmany. Ocobnusy yeacy npudileHo amanizy mparcgopmayii, wo i0OYIUC Y 3aKYNIGENbHIN cucmemi nio GnaueoM
KpuU308ux (haxmopie, 30kpema 3miH iHCmumyyiiino2o cepedosuiya, peyIsiIMOPHUX MeXaHizMie ma cmpyKkmypu punky. Y mexcax
QocnioxHceHH s 6YI10 PO3TSIHYMO CRIBGIOHOULCHHS HOHAMb PE3YIbIMAMUSHOCIE MA eeKMUSHOCTI, NPOAHANIZ08AHO MPAOUYTUHULL
nioxio 00 OYIHKU 3AKYNI6eNb, d MAKONC 0OTPYHMOBAHO OOYINILHICHb 3ACMOCY8AHHS 6A2amopieHe8020 nioxo0y 00 OYIHIEAHHS
eexmusrnocmi, sKull nepeddauac it ananiz Ha MiKpo-, Makpo- ma memapisusax. OKpemy yeazy npuoileHo 00CAIONCEHHIO HOBUX
iHCmpyMeHmie ma npoyedyp, 3anposaoHCeHux 3 Memor ni0GULeHHs eheKmuUsHOCMI 3aKynieenbHOI JIAIbHOCTI, 30KpeMa 8UKO-
PUCMAHHIO HeYIHOBUX KpUmMepiie OYiHKU, 8apMOCMI HCUMMEBO20 YUKILY, CNPOWEHUX Npoyedyp Ma IHUUX MeXAHI3MI8, CNPSAMO8a-
HUX Ha onmumizayiio eumpam i nioguwjenus axocmi 3axynigenv. OKpim moeo, 6y10 6U0ieHO KAI0U08i NOKAZHUKU eqeKMUGHOCI
nyoniunux 3aKynieens. EMnipuua uacmuna 00CIioNCeHHs IPYHMYEMbCA HA AHANI3E OQIYIUHUX OAHUX, NPEOCMABIeHUX )Y Wopid-
Hux 36imax Minicmepcmea exonomixu Yxpainu. ¥ npoyeci 0ocniodicenns 6)10 npoananizo8ano OUHAMIKY KIHOH08UX HOKAZHUKIE,
30KpemMa 3MIHy PI6Hs KOHKYPeHYil, KiTbKOCmi Y4ACHUKI8 3aKYNi6elb, CIMPYKMYPU 3aCMOCO8Y8AHUX NPOYEOYD, PIZHUYIO MIXNC OYi-
KYBAHOIO 8ApMICMI0 ma cymamu YKIaOeHux 002080pi6, KilbKicnb NPoGeo0eHuUx YCniunux KOHKYPeHMHUX 3aKynieeb, a makoic
0coOMUBOCMI BUKOPUCIAHHSL KpUmMepiie oYiHKu meHOepHux nponozuyit. Ompumani pesyismamu 00360UMU GUABUMU KIIOYO08I
meHOeHYii po3eumKy cucmemu nyOIiuHUX 3aKYNI6ENb 8 YMOBAX BOEHHO20 CMAHY, 30KpeMa 3MiHy CIMpYKmypu 3aKynieeiv, mpanc-
hopmayiio pisHs kKouKypenyii ma egpexmusHicmo adanmayii cucmemu 00 YMO8 Ni08UWEHOT HeGUZHAYEHOCHI.

Knrwuoei cnosa: nyoniuni 3aKynieni, 3aMOHUKU, YYACHUKU, epeKmMUBHICMb, B0EHHULU CMAH, KIO408I HOKA3HUKU
epexmuenocmi (KPI), konkypenyis, enekmponna cucmema 3aKynigeiv, 0epicaghe pecyuiogants, meHOepHi npoyedypu, Heyinosi
Kpumepii.

Introduction. The public procurement system plays competitiveness, transparency of economic processes and
a crucial role in ensuring the efficient use of public improvement of the quality of public services.
resources and the implementation of state functions in the In modern economic conditions, public procurements
economic sphere. It is a vital instrument for the formation  are considered as one of the basic mechanisms for the redis-
of demand from the state, and it affects the development of  tribution of financial resources, which requires compliance
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with the principles of openness, equal access of bidders
and effective use of budget funds. These processes are
of particular importance in periods of economic instabil-
ity and increased risks when the need for promptness and
effectiveness in making management decisions increases.

In Ukraine, the public procurement system has faced
with significant transformations in the direction of
digitalization and increased transparency, in particular
through the introduction of electronic tools for conducting
procurement procedures. At the same time, its functioning
under martial law is accompanied by the need to balance
between ensuring the speed of decision-making, the
efficiency of the use of funds and compliance with the
principles of competition and transparency.

Materials and methods. The issue of researching the
efficiency of public procurement has long been in the focus
of attention of domestic and foreign scientists, since this
area integrates issues of public administration, economic
efficiency, transparency of the use of budget funds and
ensuring competitive process in the public procurement
market. The works of researchers focus on improving
procurement mechanisms, increasing their -efficiency
and ensuring the appropriate level of transparency of
procedures, which forms a theoretical and methodological
basis for further applied research.

The purpose of the article is to evaluate the efficiency
and analyze the dynamics of public procurement in
Ukraine under martial law, determine key performance
indicators and study the features of the functioning of the
procurement system during a period of increased security
and economic risks.

Results. In 2022, with the beginning of the Russian
full-scale invasion, procurement procedures faced with
significant changes, as there was a need to adapt legal
framework to the current situation. Initially, contracting
authorities received the right to conduct rapid direct
procurement, since it was necessary to ensure defense
needs in a timely manner. However, since July 2022, the
procurement process has been returning to the Prozorro
system. Since then, the Cabinet of Ministers of Ukraine has
been implementing measures that would simultaneously
restore transparency and competitiveness to the
procurement process and enable ordinary and defense
customers to respond to the challenges of wartime, meeting
their needs in a promptly and effective manner. Thus, on
October 12, 2022, Resolution Nel178 “On approval of
the features of public procurement of goods, works and
services for contracting authorities provided for by the
Law of Ukraine “On public procurement” for the period
of the legal regime of martial law in Ukraine and within
90 days from the date of its termination or cancellation”
was adopted [1; 2]. For contracting authorities in defense
sector, the government developed and approved on
November 11, 2022, Resolution Nel1275 “Some issues of
defense procurement for the period of the legal regime of
martial law” [3].

Subsequently, the provisions of the resolution were
repeatedly amended and supplemented, which was
due to the need to respond promptly to new challenges,
particularly those related to security risks. The changes
made reflect the state's desire to ensure the appropriate
speed of decision-making while adhering to the principles
of transparency and competitiveness, which are key to
achieving the effectiveness of public procurement.

Of particular importance is the need to combine the
transparency of procedures with security requirements,
which involves protecting information, market participants
and customers from potential military threats.

The main principles of economic activity in a
market economy are effectiveness and efficiency.
Effectiveness characterizes the achievement of set goals,
and efficiency — the means, methods, and ways used to
achieve these goals. Assessment of the effectiveness of
procurement, accordingly, includes the determination
of economic and organizational efficiency, as well as
an analysis of the timeliness of procurement [4, p. 72].
Considering the need for a comprehensive assessment of
both the results and the procurement processes, an approach
based on a combination of several interrelated criteria has
been developed in international practice. Traditionally, the
evaluation of public procurement is based on the concept
of the "three Es", which include Economy, Efficiency and
Effectiveness of planned results [5, p. 3]. These principles
provide a structured framework for assessing how public
funds are used and whether procurement processes deliver
value. At the same time, for a deeper comprehending of the
efficiency of public procurement it is important to consider
not only the criteria for its evaluation, but also the levels at
which such evaluation is conducted.

To increase the level of procurement efficiency, new
tools have been developed, and existing procedures have
been improved:

1) the possibility of using non-price criteria and life
cycle cost to evaluate proposals;

2)the possibility of applying a new procurement
procedure;

3)restricted tenders, which are used if a preliminary
verification of the qualifications of participants is required
through a qualifying selection and if the procurement cost
is above the European thresholds;

4) the possibility of preserving the most advantageous
tender offer;

5) changes in the procurement appeal process;

6) completion of the transformation process regarding
the organization of procurement, which began in 2016, in
terms of the transition from the work of tender committees
to authorized persons [6, p. 172].

The efficiency of these innovations depends primarily
on level of compliance in practice. Formally consolidation
of progressive norms in legislation does not guarantee the
achievement of the expected results without an adequate
level of implementation, control and compliance by all
bidders in the procurement process.

The efficiency of public procurement is assessed at
three levels: at the tender/contract level (micro level),
at the contracting authority level (macro level), and at
the national/system level (meta level). Key performance
indicators (KPIs) help determine whether procedures
are achieving optimal results and providing value for
money. Efficiency is understood as the ratio of results to
resources spent, while effectiveness reflects the extent to
which planned objectives are achieved and depends on the
quality-of-service delivery.

KPIs can include indicators of time and cost savings,
the level of competition and market participation, as well
as the duration of procurement procedures, particularly
the stage of evaluation of proposals. In addition to general
indicators, there are separate subcategories of evaluation:
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procurement planning, the use of efficiency tools (for
example, framework agreements or dynamic purchasing
systems), contract changes, professionalization of process
participants and payment issues [7, p. 9-11]. The use
of a system of key performance indicators allows for a
comprehensive assessment of the functioning of public
procurement at various levels. In the case of Ukraine, the
use of KPIs is particularly important for assessing changes
in the efficiency of public procurement that occurred
under the influence of martial law and the transformation
of the regulatory environment. A generalized list of key
performance indicators of public procurement is given in
Figure 1.

Using the above indicators allows not only to assess
the current state of the public procurement system, but
also to analyze their change over time. For this purpose,
the study used data from annual reports of the Ministry of
Economy of Ukraine, which allows to trace the dynamics
of procurement efficiency during the war period.

According to the data of the electronic procurement
system (hereinafter referred to as the EPS), in 2024, more
than 3.44 million procurements were announced with a
total expected value of over UAH 1.18 trillion. Compared
to 2023, the number of procurements decreased by 2.97%.
At the same time, the amount of contracts concluded as a
result of procurements in 2024 exceeded UAH 888 billion
and indicates an increase in the indicator compared to
2023 and 2022, despite the ongoing martial law (Figure 2),
which indicates the stability and adaptability of the public

procurement system, even under martial law conditions [8].
It is worth noting that a large part of defense procurements
is conducted outside the electronic system for the protection
of contracting authorities in the defense sector and the
ability to quickly respond to the needs and requests of the
front. Thus, procurement in accordance with paragraph
43 of the Resolution of the Cabinet of Ministers of Ukraine
dated November 11, 2022 No. 1275 “Some issues of
defense procurement for the period of the legal regime
of martial law” involves the use of significant amounts of
funds, as these are purchases of weapons, military, special
equipment, their components, etc. [3].

In addition, it should be mentioned that in 2024 the
indicator of the total number of contracting authorities
who conducted procurements tends to decrease compared
to 2022 and 2023. Significantly more activity in the
procurement process is observed in the fourth quarter. This
pattern is associated with the need to use budget funds by
the end of the current year. At the beginning of the year,
procurement planning is fulfilled, sources of financing
are searched, and in the summer period, the decrease in
activity is associated with the vacation period.

The number of procurement bidders also decreased by
20 206 in 2024, but the figure is still higher than in 2022.
These changes are caused by the continuation of armed
aggression by the Russian Federation, the worsening
economic situation, and the cessation of operations of
some businesses in occupied and frontline territories. At
the same time, the emergence of new bidders is recorded,

KPIs of public procurement

Indicators of efficiency in the use of funds
(comparison of the expected initial value,
the contract value at the time of signing,

and the final contract value; average
percentage difference between these
indicators)

Participation indicator (share) of new

1

Indicators of the level of training
of procurement specialists
(number/share of persons who obtained
certificates for completing relevant training
courses)

companies in contract awards

Indicators of contract
performance efficiency
(share of contracts concluded with and
without amendments; average number of
amendments made to contracts)

Indicators of evaluation
of abnormally low tenders
(number/share of contracts with a winning

|

Indicators of analysis
of cancelled procedures
(number/share of cancelled procedures;
reasons for cancellation; stage at which the

cancellation occurred)

|

Indicators of evaluation of tenders
using non-price criteria
(number and value of tenders assessed with
non-price criteria, including life-cycle cost
criteria)

in contracts with notably low prices)

bid below the average; dynamics of changes | L

Indicators of the use of “green” procurement
requirements in tender specifications

Figure 1. Key performance indicators of public procurement

Source: compiled by the authors based on [4, p. 76]
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Source: compiled by the authors based on [8]

which indicates further development and a desire to join
the sphere of public procurement. The reduction in the
number of procurement bidders affects not only the level
of competition, but also the structure of the procurement
procedures used. In this context, it is advisable to analyze
the distribution of procurement by type of method, which
allows us to assess the peculiarities of the functioning of
the system under martial law (table 1).

The structure of public procurement in 2024 is
dominated by reports on contracts concluded without the
use of the EPS, which account for 89.72% of the total
number of procedures. At the same time, their share in
the total expected value is significantly lower (32.21%),
which indicates that this tool is used mainly for lower-
value procurements. In contrast, open tenders with
specific features account for only 5.57% of the number
of procedures but cover the largest share of the expected
value of procurements — 59.83%, which indicates their key
role in the implementation of large-scale procurements.
Procurement by requesting suppliers' proposals occupies

a significant share both in terms of quantity (4.52%) and
value (7.57%), which indicates their active use. Other
procurement methods, in particular simplified procedures,
framework agreements and negotiated procedures, are
used much less frequently and have a small share both in
terms of quantity and value.

In order to ensure the efficient implementation
of procurement, the legislation in the field of public
procurement provides for the right of the contracting
authorities to determine the criteria for evaluating tender
offers, as well as the methodology for their application,
indicating the specific weight of each criterion. In
particular, price, life cycle cost or a combination of price
with other non-price indicators can be used as evaluation
criteria. An analysis of the practice of applying these
criteria in 2024 indicates the dominance of the price
approach, since it was the price criterion that was
most often used by contracting authorities, regardless
of the type of procurement object, which is reflected
in Table 2.

Table 1
Number and total expected value of successful procurements (lots) by type of procurement method
Number of Number of Expected cost of Expected cost of
Type of procurement method o procurements, °
procurements procurements, % billion UAH procurements, %
Report on ivlztr}‘l’gl‘itriﬁg Pogrt 2971278 89.72% 302,66 32,21%
Open bidding with features 184 543 5,57% 562,28 59,83%
Request for proposals from suppliers 149 672 4,52% 71,11 7,57%
Simplified procurement procedure 6178 0,19% 2,48 0,26%
Framework agreement procurement 174 0,005% 0,92 0,10%
Negotiated procedure 88 0,003% 0,28 0,03%
Open tender with English publication 5 0,0002% 0,03 0,003%
Open Tender 11 0,0003% 0,01 0,001%
Total 3311949 100,00% 939,78 100,00%

Source: compiled by the authors based on [8]
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Table 2

Application of tender evaluation criteria by the contracting authorities

Type of procurement item Evaluation criteria Number of procurements (lots)

price 377099

Goods life-cycle cost 17
price combined with other evaluation criteria 212
price 14415

Works life-cycle cost 2
price combined with other evaluation criteria 46
price 84088

Services life-cycle cost 2
price combined with other evaluation criteria 48

Source: compiled by the authors based on [8]

In 2024, the largest difference between the amounts
of concluded contracts and actual payments was recorded
in the procurement of services (88.58%), which indicates
a higher level of their implementation. The smallest
difference is observed in the procurement of goods
(74,68%), which may indicate partial implementation or
adjustment of contracts (Figure 3).

In addition, such differentiation between types
of procurement may be due to the specifics of their
implementation under martial law, in particular, the
difficulties of logistical support, instability of supplies and
changes in state spending priorities. At the same time, a
higher level of implementation of contracts in the service
sector may indicate their greater flexibility and adaptability
to conditions of increased uncertainty.

It is worth noting that during 2024, 340,583 successful
competitive procurements (lots) were conducted in the
EUS with an expected value of UAH 636.84 billion,
while the number of non-competitive procurements was
2,971,366 with a total expected value of procurements of
UAH 302.94 billion, which is more than two times less
than in competitive procurements. This ratio indicates
a significant difference between the quantitative and

cost characteristics of procurements: non-competitive
procedures dominate in terms of quantity, but the main
financial resources are concentrated in the competitive
segment. This indicates that large-scale procurements are
usually conducted using competitive procedures, which
contributes to increased transparency and efficiency in the
use of budget funds.

Theresults obtained indicate that the public procurement
system in Ukraine under martial law operates in a mode
of increased adaptability and institutional transformation.
Despite the reduction in the number of procedures, contract
authorities and bidders, the system maintains an elevated
level of financial burden and ensures the concentration of
major budget resources within competitive procedures.
This confirms the preservation of the basic principles of
transparency and competition even under the restrictions
of the war period.

Conclusions. Despite the difficult conditions in
Ukraine, the public procurement sector continues to
function and demonstrates its ability to adapt to martial
law. For this purpose, an appropriate regulatory framework
has been formed, which is constantly being improved
considering new challenges, and mechanisms have been

20 226,65 _ sessn OO
0 169,26 86,88% 85,00%
150 80,00%
100 75,00%
74,68% 6842 ¢o ¢ ,
” | 35,15 30,54 70,00%
’ 65,00%
Goods Works Services

= |nitial contract amount, billion UAH

Amount finally paid under the contract, billion UAH

- Difference between the amount of the concluded contract and the
amount of funds paid under the executed contract, %

Figure 3. Assessment of contract performance

Source: compiled by the authors based on [8]
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created to ensure the protection of contracting authorities
and procurement bidders.

Having analyzed the key performance indicators
and dynamics of public procurement, it is worth noting
that there is currently a decrease in the number of
procurements, the number of contracting authorities
and bidders. However, a positive trend is the emergence
of new contracting authorities and bidders in the
procurement process. It should be noted that competitive
procurement procedures covered the largest share of the

expected procurement cost, which is confirmation of
openness and transparency. The possibility of using non-
price criteria contributes to increasing the efficiency of
public procurement, although their use is currently not
frequent. Analysis of concluded contracts and paid funds
makes it possible to observe high indicators of their
implementation. Thus, even in conditions of martial law,
the public procurement system has proven its efficiency,
ability to meet the needs of contracting authorities and
attract new bidders.
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