
8th International Quality Conference 
May 23rd 2014 
Center for Quality, Faculty of Engineering, University of Kragujevac  

 

                                                  8
th
 IQC May, 23 2014                                               393 

 

 

 

Aleksandar Maric
1) 

Zorana Pavlovic
2)

 

Slavko Arsovski
3)  

 

1) High Technical 

Mechanical School of 

Professional Studies, Radoja 
Krstića 19, 37240Trstenik, 

Serbia 

alekmaric@gmail.com  
 

2) City Administration   

Krusevac, 

zorana83@gmail.com 
 

3) Faculty of  Mechanical 

Engineering, University of 

Kragujevac, Serbia  

cqm@kg.ac.rs 

MANAGING THE PROCESSES OF 

PROJECT FINANCING IN THE PUBLIC 

SECTOR 
 

Abstract: Financing projects in the public sector is a 

process consisting of a series of formal procedures and 
activities. In order to effectively manage the project 

financing processes it is necessary to undertake 

structural sizing and define the key acters in this 

process. In that context, working groups are formed, as 

well as technical and operational bodies, which are 

responsible for the implementation of the entire process 

with technical and administrative support of technical 

services on the one hand, and with the approval of the 

decision makers, on the other. Therefore, the structure 

of this paper shows all the key components and 

progress of the process necessary for project financing 
and implementation. 
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1. INTRODUCTION  
 

Local governments allocate funds 
from the budget for the implementation of 

projects in different areas. In this context, 

working groups/committees are formed 

and appointed by the City Council that 

carry out the entire process starting with 

the Decision on Undertaking the Public 

Competition for Projects Financing, 

through all the by-laws that need to be 

adopted to effectuate the project selection, 

project implementation and finally 

controlling, following and monitoring the 
project implementation. In this paper, the 

aspect of financing projects in the public 

sector is presented through the model of 

city administration with the aim to show 

the overall structure and progress of the 

process of financing projects in the public 

sector. 

 

 

 

 

2. PUBLIC PROJECTS  
 

The word project comes from the 
Latin word projectum, or projicere, which 

means to throw outside. Thus, the original 

meaning of the word project is something 

that comes before anything else done. The 

meaning of the word public refers to the 

people, to that which belongs to the 

people, which affects the nation, a society 

or a country; it is a term oponent to what is 

private. The public is defined as any group 

of people with actual or potential interest 

in or impact on an organization's ability to 
achieve its objectives. The public implies 

one or more natural or legal persons and 

their associations, organizations or groups. 

 

 

3. PROJECT LIMITATIONS 
 

The project can also be defined as "a 

sequence of single, complex, and 
connected activities having a common goal 

or purpose that must be completed within a 
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specified time, within a budget and 

according to certain specifications" [1]. 

The project consists of a series of activities 

carried out according to the established 

order. The result, as the output of one 

activity is the input component of the 

following one. Each activity involves time 
consumption, as well as material and 

human resources. Project activities are 

unique in terms of their scope, procedure 

ordering and resources consumption. One 

of the major limitations of a project is its 

predetermined duration. The second 

limiting element is the availability of 

financial resources, as well as material and 

human resources. The project beneficiary 

expects a certain level of functionality and 

quality. The project is also defined by a 

certain specification, i.e. a scope. Each 
project is dynamic, and it is therefore 

necessary to maintain its balance with 

respect to the key constraints. Any change, 

such as increase, decrease or deficiency of 

any of the limiting elements of the project 

(such as the scope of the project, the 

quality, human and material resources, 

costs, and duration) affects the change of 

another element, which disturbes the 

balance of the overall project. Figure 1 

represents the triangle of project 
constraints. 

 

 

4. PROJECT CLASSIFICATION 
 

There is no a unique way of project 

ranking given in the literature. Most 

authors agree with the fact that the main 

features of the project are its uniqueness 
and irreproducibility. Different immediate 

environmental influence enables project 

classification into specific categories. This 

approach is counterproductive, because the 

main task of project classification is the 

possibility of standardization and 

improvement of process and methods of 

project management. 

Crawford, Brian and Turner projects 

are categorized according to fourteen 

major attributes [1]. Each attribute can be 

combined with the remaining ones, 

bringing thus new specific categories. In 

the literature and practice, there is a 

number of different project classifications. 

One possible classification are projects in 

the fields of engineering and construction, 
IT and telecommunications, the service 

sector (education, finance, health, etc.), 

and R&D and production industry. 

Projects can be considered in relation to 

the actual stage of their life cycle. They are 

of a temporary character and are often 

grouped with respect to a common goal 

making thus a program (e.g. within the 

business system). Realization of certain 

projects is driven for strategic reasons 

(survival or expansion of the market), or 

operational reasons (e.g. maintenance). 
Other important aspects of project 

classification are deadlines, costs, quality, 

new opportunities and mutual relations. By 

geographic location, projects are divided 

into domestic and international, then local, 

regional, international and 

transcontinental. According to their size, 

projects are divided into small, medium, 

large and very large, where size criteria of 

certain categories of projects are different, 

depending on authors. The implementation 
of projects can be contributed by certain 

functional and organizational units of a 

business system, then groups of such units, 

several companies and organizations, or 

even countries. According to the duration, 

projects are divided into short-term ones, 

which last for only a few months, and 

long-term ones lasting several years. The 

pace of project implementation can be a 

criterion for classification of projects into 

dynamic ones, which have an important 
role in market competition and those 

having a slow pace of realization. 
In some projects, familiar elements 

are repeated, while others are run with 

completely new and unfamiliar elements. 

Technology used in a project can be of 

different nature - well-known to all 

organizations (low- technology), a known 
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technology that adapts to the needs of the 

project (medium-technology), a 

technology used for the first time (high-

technology), or a new technology for 

whose development the project is initiated. 

Projects can also be classified based 

on the probability of achieving the 
objectives and the reliability of applied 

methods and processes. Some projects are 

high-risk ones, taking into account the 

probability of occurrence and impact of 

particular risks in achieving the project. 

For other projects, the risk may be 

negligible. All this makes a risk another 

criterion for project classification. 

Combining various attributes such as size 

and scope of the project, duration, 

geographic location, risk, etc. leads to a 

new project classification, the one in 
realation to their complexity. 

Projects can also be classified on the 

basis of customers or suppliers. Resources 

which make the project funding can also 

be an attribute to project categorization. 

Funding sources may be private, public or 

those of partnerships in the public and 

private sectors. The classification can be 

made on the basis of the project property. 

According to cited authors, the last 

attribute for project classification is a way 
of making a contract, i.e. the basic 

elements of a contract – a type of service, 

subject to the procurement, price and 

method of payment. Projects can be 

considered from the point of view of risk-

taking, guarantees, etc. 

resource 

availability

costs time

Scope
quality

 
Figure 1 - The triangle of project 

constraints [2] 

 

5. BUDGET SOURCES AS MEANS 

OF PROJECT FUNDING 
 

A budget is a comprehensive plan of 

all revenue and income and expenditure 

and costs [3] of a local government on a 

yearly basis. Revenue plan tells us how 

much and from what sources the local 

government plans to collect funds, while 

expenditures show the way the local 

government intends to spend the money 

raised. Budget planning is carried out 

according to the precise procedure defined 

by the Law on Budgetary System of the 
Republic of Serbia. The budget is adopted 

by the Assembly, it is obligatory and 

money can be spent solely within the 

approved budget.  

According to the Decision on the 2014 

Budget, the City of Krusevac has set aside 

the funds of RSD 61.36 million which is 

specified on the account 481,941 for the 

projects of public interest. 

 

Table 1 - The structure of allocations for 

implementing projects in 2014: 

GRANTS TO NGOs RSD 61.36 

MILLION 

Co-financing and financing of programs 

and projects of public interest on the basis 
of a public competition for associations in 

the fields of 

war veterans 
RSD 

640,000 

protection of persons 

with disabilities 

RSD 

6,000,000 

humanitarian and other 

programs 

where the association 

exclusively and directly 

follows public needs 

RSD 

6,500,000 

 

 

child welfare RSD 100,000 

social care for the young RSD 250,000 

science, education, 

vocational training and 

information 

RSD 500,000 
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culture 
RSD 

4,050,000  

sport 
RSD 

41,220,000  

protection of human and 

minority rights 

RSD 100,000  

protection of animals and 

the environment 

RSD  

100,000  

development of 

international cooperation 

RSD 450,000  

for other associations of 

importance for the City 

RSD 

1,450,000  

 

Apart from budget funds allocated for 
the financing of projects of public 

intrerest, the City of Krusevac has certain 

strategic documents that are to be 

implemented by the project realization. 

 

Table 2 - The structure of funds for 

strategic document implementation 

Name of the strategic 

document 

The 

amount of 

funds 

The strategy of social 

policy developemnt of 
the City of Krusevac 

RSD 

3,000,000  

Strategy for 

improvement of the 

status of Romas in the 

City of Krusevac  

RSD 

3,000,000  

Local Action Plan for 

Children 

RSD 

3,500,000  

Local action plan for 

the youth 

RSD 

1,000,000  

The local action plan 

for IDPs and refugees 

RSD 

1,000,000 

 

Strategic document implementation 

involves services ordering and implies the 

application of the Law on Public 

Procurement. Therefore, for each strategic 
document account, the Request to start the 

process of public procurement is initiated. 

For the implementation of the public 

procurement, a special committee is 

formed, while technical and administrative 

services are provided by the Department of 

Public Procurement. 

 

 

6. WORKING BODIES 

RESPONSIBLE FOR PROGRAM 

AND PROJECT SELECTION 
 

For the purpose of effective 

implementation of the budget of the City 

of Krusevac, Krusevac City Council 
appoints by decree the working bodies i.e. 

Committee. The Decree defines the 

structure of the Committee consisting of 

representatives of the government and 

NGOs, as well as the objectives and the 

purpose and goals of these. The 

Committee shall adopt its Rules of 

Procedure, which specify the mode of 

operation and decision-making of this 

body - preparation, calling a meeting, an 

agenda, work sessions, an opening of a 

session, reviewing, reporting, voting, 
record keeping and other important issues 

relevant to the work of the body. The 

Committee also adopts the Rulebook on 

the criteria for funding and co-financing 

projects of public interest, which 

establishes criteria and procedures for the 

funding of civil society organizations. 

Therefore, the Commissions are 

established for the selection of programs 

and projects of public interest in all areas 

for which the allocations are listed in 
Table 1. 

 

 

7. THE PROCESS AND RATE OF 

RESOURCES ALLOCATION TO 

THE ASSOCIATIONS OF 

CITIZENS BASED ON THE 

PUBLIC COMPETITION 
 

The City Council adopts Resolution 

on the appointment of Comissions for all 
areas named in the Decision on the City 

Budget. When it comes to the process of 

financing a project of associations of 
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citizens, the Commission shall decide on 

scheduling and conducting a public 

competition. The Commission shall decide 

on a text of the public competition. The 

public competition defines the following: 

 the area for which the competition 

opens, 

 the total amount of funds, 

 parties eligible to participate in 

the contest, 

 content of project documentation, 

 criteria that projects shall meet, 

 project duration, 

 deadline for submission of project 

documentation, 

 the place of receipt of project 

documentation and 

 contact persons available to all 
interested applicants which are in 

charge of providing all necessary 

information related to the 

implementation of a public 

competition. 

Professional Service of the City 

Administration is responsible for the 

technical preparation of the competition 

(the bid and the application form), record 

keeping and issuing all documents related 

to the work of the Commission. Therefore, 
the professional service performs all expert 

and administrative tasks. 

Professional Service delivers draft of 

the Findings on Approval for Scheduling 

and Conducting the Public Competition to 

the Mayor. Upon signing, the Professional 

Service announces the text of the Public 

Competition and the entire tender 

documents on the website of the City. 

Tender documents imply the Form for 

Writing a Project Proposal that includes: 

 particulars of the proposal 
applicant, 

 the name of the project, 

 the start and end dates, 

 project description, 

 target group, 

 users, 

 goals, 

 project results, 

 plan of project activities, 

 staff involved in the project, 

 project costs,  

 partner organizations and their 

role in the project 

implementation, 

 a statement given by the 

applicant, and 

 the approval of the project 

partners. 

During the Public Competition, a desk 

jobs incumbent at the Common Clerk's 

Office is responsible for receiving 

documents and forwarding those to the 

relevant professional services. On 

completion of the Public Competition, the 

Commission opens incoming projects, 
analysis them, and makes a decision on the 

projects selection. When making decisions, 

the Commission has the right to invite 

representatives of an association to 

negotiations if it holds that specific budget 

items should be corrected. The decision 

contains the name of the association, the 

name of the project and the funds 

approved for project implementation, as 

well as an explanation. 

Decision is further technically 
processed by Professional Service which 

prepares the draft of Decision on Programs 

and Projects Financing and submits the 

Decision, Record and the draft of Decision 

on Project Financing to the City Council. 

The City Council makes the Decision on 

project financing at the meeting. After 

making the decision, authorized 

representatives are contacted and 

communicated to have their projects 

approved for implementation, as well as 

the amount of resources allocated. They 
are to povide the Professional Service with 

a current account number, registration 

number and VAT number to enable it draft 

Financing Agreement. Thus, after the 

Decision has been made, Professional 

Service writes the Contract on useing the 

funds for programs and projects financing, 

followed by the official signing by two 
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contracting parties – the Mayor and 

representatives of the Association. 

 

Committee naming

Decision on 

announcing the Public 

Competition and 

defining its structure

Decision on 

assenting the Public 

Competition

Announcing the 

Public Competiotion 

on the City site

Admission of Public 

Competence 

documentation

Public Competence 

documentation 

opening

Public Competence 

documentation 

analysis

Making a Decision 

on a project choice

Making Deciaion on 

Project Financing

Contracting 

Transfering funds to 

the Associations

Making Payment 

Request and Order 

Project Realization

Report on Project 

Realization

City Council

Committee
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Department

Treasury 
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Figure 2 - Flow chart managing the 

processes of project financing in the 

public sector 

 

 

Upon signing the Contract, 

Professional Service makes the Final 

report on payment of funds to the 

Association in accordance with the 

conditions specified in the Contract. Then, 

alongside the Decision on funding, 

Contract, the Decision on project selection, 
the minutes and the transfer request, it is 

submitted to the Financial Department for 

disbursement. Based on the recieved 

documentation, Financial Department 

processes the transfer request and develops 

Payment Request and Payment Order. The 

Payment Order is further passesed on to 

the City Administration Head on signing. 

After this, it is delivered to the Treasury 

Service, which, after inspecting the 

documentation forwards it to the Mayor, as 

the Budget executive, for signature. 
Having been signed, the Payment Order is 

forwarded to the Treasury Office, when 

the payment is done. The day after the 

funds disbursement, the Treasury 

Department gets the statement on the 

account. After the transfer of funds to 

citizen associations, thay are required to 

implement projects in accordance with the 

planned project activities and the approved 

budget. During the projects, as well as 

after their completion, the associations are 
required to provide Professional Service 

and the Commission with a Report on the 

Projects Implementation, as well as the 

evidence of purposeful use of the funds 

spent. 

The entire process starting with the 

appointment of the Commission, through 

the public competition and implementation 

of the project can be structured as shown 

on the Figure 2. 

 
 

8. CONCLUSION 
 

Local governments are facing long-

term challenges in the implementation of 

methods for the management and 

allocation of resources, as well as their use 

in the most efficient and successful way. 
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This means prioritizing projects, 

qualitative analysis of the economic 

feasibility of each project, analysis of the 

target group covered by the project, which 

requires special training of people working 

on these tasks. Project financing is carried 

out with the aim of effective 
implementation of the budget, and quality 

project implementation in order to meet 

the needs of end users. 

In order to ensure the efficient 

development at the local level, it is 

necessary to do two things -better deal 

with local issues and structure them in the 

form of projects. Citizen associations 

should constantly work to strengthen their 

capacity to be able to properly develop 

projects and work on their implementation. 

It is also necessary to continually educate 

the representatives of the associations in 

order to acquire new knowledge and skills, 
particularly in the areas of project 

management, but also in terms of doing 

needs analysis in the specific areas they 

deal with, which would enable them to 

attract funds at both state and international 

levels. 
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