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ABSTRACT

Relevance. The relevance of this study is determined by the growing trend of im-
plementing approaches from the private sector in managing public procurement,
such as suppliers’ reputation assessment. Although the suppliers’ reputation fac-
tor is a topic of current interest, both in research and in public procurement
practice, there are ongoing discussions on the effects of the reputation criterion
usage in public procurement, and some aspects have been insufficiently studied.
Purpose of the study. This study examines the role of suppliers’ reputation factor
in terms of interregional cooperation between public buyers and suppliers at the
micro and regional levels.

Data and methods. The analysis is based on a survey of public buyers in Russia,
revealing procurers’ orientation on suppliers’ reputation factor and their involve-
ment in cross-regional cooperation for micro-level analysis. With the help of
open data on public procurement contracts, a grouping of Russian regions by the
share of suppliers from other regions is proposed. The combination of open data
analysis and survey results is then used to explore the role of reputation in terms
of interregional cooperation.

Results. The analysis shows that a suppliers’ reputation factor is of particular im-
portance when more than half of a buyers’ suppliers are from other regions. Also,
suppliers’ reputation is of major significance for public buyers in regions that are
more involved in contracting with suppliers from other regions. Thus, the impor-
tance of the suppliers’ reputation factor, in terms of interregional cooperation, is
confirmed both at the micro level of procurers’ purchases and at the regional level.
Conclusion. For effective management of contractual relationships in public
procurement, it is important to understand the effects and the role of consid-
ering the reputation of suppliers. The study focused on one of the insufficiently
explored aspects of suppliers’ reputation in public procurement. The results may
be of interest both to regulators and direct procurement participants — public
buyers and suppliers.
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AHHOTAILIA

AKTyanbHOCTb. B ynpaBieHun rocygapcTBeHHBIMU 3aKyIKaMy HaOmogaeTcs
POCT TpeHfia Ha UCII0/Ib30BaHNe MHCTPYMEHTOB yIIPaBJIeHN: U3 YaCTHOTO CEK-
TOpa, B YaCTHOCTM Y4eT pelyTalluy IMOCTaBUIMKOB, YTO OINpefieNiAeT aKTyasb-
HOCTD [JAHHOTO MCCIefoBaHmsA. VIHTepec K (GakTOpy penyTaunuy IOCTaBIINKOB
PacTeT KakK y MCC/IefloBaTeNeN, TaK U y IIPAKTUKOB IT'OC3aKYIIOK, B IMCKYCCUAX I10
9TOI TeMe HeT Of{HO3HAYHOTO MHEHSI OTHOCUTEIbHO 3¢ (eKTOB y4eTa pemyra-
LMY TIOCTAaBUIVIKOB B TOC3aKYIIKaX, a OT/I€/IbHbIE ACTIEKTHI M3Y4EHbI B HEJOCTA-
TOYHOM CTEIEeHN.
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Iensb nccnemopanus. B craTbe paccMaTpuBaeTcs poib (aKTOpa peryTanun
IIOCTAaBIJMKOB B KOHTEKCTE MEXPErMOHATIbHOIO B3aMO/IENICTBMA TOC3aKas-
YIKOB M ITOCTABIIMKOB HA MUKPOYPOBHE I PErMOHa/IbHOM YPOBHE.
JJanHble 1 MeTOABI. B OCHOBY aHa/nM3a MOJIOXKEH OIMPOC POCCUIICKMUX TOCY-
JapCTBEHHBIX 3aKa3UMKOB, C IIOMOIIbI0O KOTOPOT'O BBIAB/IAETCA OPUEHTALINA
3aKa34MKOB Ha (PaKTOp pemyTauuy IIOCTABIIMKOB ¥ BOBJICYCHHOCTb 3a-
Ka34MKOB B MEXPErMoHajbHOe B3ammojelicTBue. C MOMOLIbI0 OTKPBITHIX
JAHHBIX O KOHTPAaKTaX Ha IOC3aKYIKM OCYIIeCTBJIeHa I'PYNIMPOBKa poc-
CUJICKMX PETMOHOB II0 JIo/Ie KOHTPAKTOB C ITOCTABIIMKAMM U3 [PYTUX PErno-
HoB. KoMOMHNpOBaHNe OTKPBITHIX 1 ONPOCHBIX IaHHBIX IIO3BOJISAET OIIpe-
[leMITh ponb (GaKTOpa permyTalyuy B MeXPErMOHaJIbHOM B3aMMOJENCTBUN
Ha YpOBHE PETMOHOB.

PesynbraThl. B pesynbpraTe aHamusa BBIABICHO, YTO (AKTOP pelyTalLuy I10-
CTaBIUKOB OCOOCHHO Ba)KEH IJIA IOC3aKa3uMKOB, KOIfa 6oree IOJIOBUHBI
MIOCTABIVKOB ABJIAITCA MPEACTABUTEAMNU IPYIUX pernoHoB. Kpome Toro,
Haubosiee OPMEHTMPOBAHDI Ha PEIyTAIMIO IIOCTABIIMKOB TOC3aKa3YMKN U3
PEerMOHOB C BBICOKOII JO/eli KOHTPAKTOB C IOCTABIIMKAMM U3 APYTUX pe-
rnoHoB. TakuM 06pa3oM, BaKHOCTb (akTopa permyTaluu IOCTABIIVKOB
B MEXPETrMOHaTbHOM B3aMMOJENCTBUM C TOC3aKa3yMKaMM IOATBEPKJa-
eTcs KaK Ha MMKPOYPOBHE — 3aKyNKM KOHKPETHOTO 3aKas3uMKa, TaK U
Ha yPOBHE PeTMOHOB.

Beisoppr. JIna 2 dexTMBHOTO yIpaBieHNs KOHTPAKTHBIMU B3aMMOOTHO-
IIEHNAMU B TOC3aKYIKaX Ba)KHO MOHMMATb poib 1 9 deKThl yueTa perry-
TalMM NOCTaBIIMKOB. CTaThs MOCBsAIeHA MAaTIOU3YYeHHOMY acIeKTy ydeTa
penyTanuy NOCTaBUIMKOB B FOC3aKylKaxX. PesynbraTel nccieoBannus npey-
CTaBNIAIT MHTEPEC KaK I PErylATOpOB, TaK U /A HEMOCPENCTBEHHBIX
YYaCTHMKOB 3aKyIIOYHOTO IpoIlecca — T0C3aKa3uMKOB U IIOCTaBIIMKOB.

BJIATOZAPHOCTH

Cratbs IIOATOTOBJIEHA B pE3y/IbTa-
Te TIPOBEJEHNSA UCCIENOBAHNSA

B paMKax [IporpaMme! yHaMeH-
TaJIbHBIX I/ICC)’IeJIOBaHI/HU/I Haumo—
HAJIbHOTO VICC/IE0BAaTENbCKOrO
yHuBepcuTeTa «Bpicimas mkoma
skoHomuku» (HIY BIIS).
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Introduction

Contractual relationships are associated with
the principal-agent problem, which requires the
principal to use various management tools. One of
the ways to overcome the risks of uncertainty and
opportunistic behaviour of the supplier (agent) is to
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consider the supplier’s reputation, as it signals the
reliability of the counterparty, and allows procurers
to form expectations of the supplier’s conscientious
contract performance (Khalfan et al., 2007).

In public procurement, buyers also face a
principal-agent problem, but the management of
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contractual relationships in this sphere is strict-
ly regulated. In contrast to private procurement,
the ability to consider suppliers’ reputation at
the selection stage in public procurement is lim-
ited by national regulations (Spagnolo, 2012).
In Russia, reputation consideration is manda-
tory if the initial maximum contract price is
equal or more than 20 million rubles’, in oth-
er cases, it is at the discretion of the customer.
Among the experience indicators, public buyers
can consider the number and monetary volume
of similar contracts executed?, but not their
performance indicators (for example, quality
or delivery time). Procurement regulation for
state-owned enterprises and natural monopo-
lies provides more discretion in the choice of
reputation indicators’.

In discussions, an argument against the rep-
utation factor is about barriers to entry for new
suppliers or small firms (Kachour et al., 2016).
In favour of reputation consideration in public
procurement, various studies demonstrate the
positive effects of reputation-based supplier se-
lection (Decarolis et al., 2016; Spagnolo, 2012).

Still, some aspects of supplier’s reputation
considerations in public procurement remain
insufficiently studied. The article focuses on the
supplier’s reputation factor and the aspects of its
relevance in public procurement. The study is
aimed to reveal the role of reputation in cross-re-
gional buyer-supplier cooperation in public pro-
curement by solving several tasks:

- Review the research about the effects
of reputational considerations in public pro-
curement and the areas of particular reputa-
tion importance, including the considerations
of the reputation factor in cross-regional
cooperation;

- Analyse the importance of suppliers” rep-
utation factors for public buyers at the micro level,
depending on their involvement in interregional
cooperation, based on survey results;

- Analyse the distribution of Russian re-
gions, depending on the share of contracts with
suppliers from other regions in quantitative and
value terms;

! Article 31 of the Federal Law Ne44-FZ "On the con-
tract system in the procurement of goods, works and services
to meet state and municipal needs"

2 Decree of the Government of the Russian Federation
0f 31.12.2021 Ne2604.

3 Article 3 of the Federal Law Ne223-FZ “On procurement
of goods, works, services by certain types of legal entities”
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- Combine regional analysis with survey
data to infer the role of reputation in inter-region-
al cooperation between procurers and suppliers.

The article is structured as follows: Section
2 presents the theoretical overview of research
focused on the reputation factor in public pro-
curement. Section 3 describes the data used
and the methodology of the study. Section 4
focuses on the results of the empirical analy-
sis carried out. Section 5 summarises the key
findings and identifies possible directions for
turther research.

Theoretical framework

Despite the similarities in many aspects of
buyer-supplier interactions in private and public
procurement, contract management in the pub-
lic sector is associated with additional challenges
(McCue et al., 2015). There are acute questions
about the effectiveness of public procurement
contracts (Karjalainen, 2011). Typically, the fo-
cus in public procurement has been on price cri-
teria (Meehan et al., 2017), but now it is grad-
ually shifting to quality assurance (Farr, 2016).
In this regard, more attention is paid to the is-
sue of considering the reputation of suppliers,
which in private procurement is one of the key
factors in interaction with customers (Manello &
Calabrese, 2019).

Reputation makes it possible to infer the reli-
ability of the supplier and form expectations about
a supplier’s future behaviour (Khalfan et al., 2007;
Kramer, 1999). At the same time, reputation con-
sideration mechanisms act as an informal tool for
enforcing contracts (Banerjee & Duflo, 2000). Pri-
vate procurement uses many reputation indicators
(Yakimova, 2021). In public procurement, due to
the need to ensure the measurability and objectiv-
ity of supplier evaluation criteria, the indicator of
previous experience is most often used (Gomes et
al., 2022; Mamavi et al., 2015; Spagnolo, 2012).

A number of studies show various posi-
tive effects of reputation considerations in pub-
lic procurement. One of the key papers on this
topic (Spagnolo, 2012) confirms the importance
of suppliers’ past performance measurement for
improving public procurement management. De-
carolis et al. (2016) have shown, through an ex-
periment, how supplier reputation drives perfor-
mance. Increasing the quality of supplied goods/
services is one of the key effects of considering the
reputation of suppliers (Koning & Van De Meer-
endonk, 2014; Spagnolo, 2012).
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Bradshaw and Chang (2013), in their study,
measured customer satisfaction based on the
outcome of the contract execution. Consider-
ation of previous experience has a positive effect
on this indicator. Fiorino et al. (2018) highlight
such positive effects of reputation consider-
ation in public procurement as choosing the
most qualified supplier, reducing the risks of
opportunistic behaviour and cost overruns.
Reputation measurement is an additional tool
for monitoring supplier contract performance
(Van Slyke, 2007).

In addition to the effects of reputation con-
sideration described above, the reputation factor
is the basis for building trust between buyers and
suppliers (Lamothe & Lamothe, 2012; Dan et al.,
2006; Zhao & Smith, 2006). Trust, in turn, also
has a positive impact on supplier performance
(Finne et al., 2015; Holma, 2012), reduces op-
portunism and improves the quality of deliveries
(Gunawardane, 2012; Li & Choi, 2009).

The reputation factor plays a significant role
in certain areas of procurement and in specific
institutional settings. Thus, the factor of suppli-
er reputation is of particular importance in areas
with a high level of uncertainty (Chiou & Pate,
2018), for example, when concluding long-term
contracts (Mamavi et al., 2015). Also, the repu-
tation of suppliers is important in procurement,
when many aspects of the supply are difficult to
formalise (Board, 2011; Calzolari & Spagnolo,
2009). Beausoleil (2010) notes the importance of
reputation in the procurements, which are char-
acterised by performance issues, strict specifica-
tions and deadlines. In addition, reputation con-
siderations are important when the judiciary is
unable to verify certain aspects of a procurement
outcome (Spagnolo, 2012).

Among the negative aspects of consider-
ing the reputation of suppliers in public pro-
curement, the most frequently discussed risk is
the formation of entry barriers for new players
(Mamavi et al., 2015; Albano et al., 2006), which
in turn, contradicts the principles of competition
in public procurement (Kachour et al., 2016).
Flynn (2017) also notes the advantage of large
organisations due to their greater reputation
resource, which small and medium-sized firms
don’t have. A recent study by Butler et al. (2020)
focuses on this issue. The authors conclude that
reputation can indeed be a barrier to entry, how-
ever, when certain reputation measurement
mechanisms are formed, such an effect does not
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occur, and even vice versa, the entry of new play-
ers is growing.

Another concern about the usage of repu-
tation criteria by EU regulators is that reputa-
tion considerations will lead to preferences for
local suppliers, which will negatively impact
cross-border procurement (Spagnolo, 2014).
However, the stated concern is not supported by
empirical evidence and contradicts the results
of private sector research on this topic. In pri-
vate procurement, two studies of inter-regional
relationships in Chinese (Chintagunta & Chu,
2021) and United States markets (Elfenbein et
al., 2019) note the importance of supplier repu-
tation in inter-regional purchases.

As noted above, reputation, as an indicator of
reliability and integrity of a supplier, is import-
ant in the conditions of uncertainty. Geograph-
ic range implies a greater level of uncertainty
(Blum & Goldfarb 2006). In this context, it can
be assumed that reputation is especially import-
ant in the interregional context - when procurers
contract with suppliers from other regions. The
proposed assumption has no empirical support
in existing studies of public procurement. To ful-
fill this gap, the empirical part of the article is de-
voted to the analysis of the role of reputation in
interregional interaction between public buyers
and suppliers.

Data and Methodology

The empirical part of the article is based on an
online survey of Russian public buyers conducted
in 2020. The survey covered a wide range of topics
relevant to the public procurement system.

Qualitative analysis of the questions in the sur-
vey was carried out, prior to it being sent, with the
involvement of experts from public procurement,
to identify inappropriate or irrelevant questions.
For the purposes of the study, it was important to
focus on the opinions of experienced procurers. To
form a sample, the email addresses of procurers
who placed at least 5 applications between 2017-
2019 were collected from the official public pro-
curement website (www.zakupki.gov.ru). In total,
there were more than 94,000 eligible public buyers.
Overall, 611 responses were received.

Public buyers from a total of 74 different re-
gions of Russia took part in the survey. The result-
ing distribution by federal districts as a whole re-
flects the distribution of budgetary organizations
in Russia. Comparison of the sample and the gen-
eral population is presented in Table 1.
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Comparison of the sample and general population by federal districts foble
Federal district General population, % Sample, %

Far East 7.7 7.4

Volga 18.6 18.5

North-West 13.7 13.6

North Caucasus 4.0 1.3

Siberia 14.8 8.1

Urals 8.5 9.2

Central 229 30.7

South 9.3 11.2

Source: author’s calculations.

In order to assess the orientation of procur-
ers on the supplier reputation factor, they were
asked the following question: “Please rate the
role of the good business reputation factor in
the public procurement market for suppliers (in
their relations with procurers).” The measure-
ment was carried out on a 7-point Likert scale,
where 1 is very insignificant and 7 is very signif-
icant. The survey also included a question about
the degree of customer interaction with suppli-
ers from other regions: “Please indicate the ap-
proximate share of suppliers from outside your
region of the total number of suppliers of your
organization between 2018-2019”. The procur-
er’s region was then determined using a direct
question with a drop-down list of the 85 official
regions of the Russian Federation.

The survey data was supplemented by open
data on public procurement in Russia between
2018-2019 (zakupki.gov.ru). By aggregating
data on all concluded public procurement con-
tracts, the index “share of contracts with sup-
pliers from another region” was calculated in
quantitative and cost terms for the official re-
gions of the Russian Federation. The index, in
quantitative terms, is calculated as the share of
contracts concluded with suppliers from oth-
er regions out of the total number of contracts
in the region. The index, in value terms, is cal-
culated as the ratio of the monetary volume of
contracts concluded with suppliers from other
regions and the total monetary volume of con-
tracts in the region.

The analysis was carried out for the regions
whose customers responded to the survey - a
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total of 74 (the Nenets Autonomous Okrug
was merged with the Arkhangelsk Region). The
analysis did not include regions that were not
represented by the results of the survey (10 re-
gions: the Republic of Adygea, the Republic
of Altai, the Republic of Ingushetia, the Kab-
ardino-Balkarian Republic, the Karachay-Cher-
kess Republic, the Republic of North Osse-
tia-Alania, the Chechen Republic, the Kostroma
Region, the Tambov Region, and the Chukotsky
autonomous region). Using the data obtained,
74 regions were grouped depending on the level
of interregional interaction between procurers
and suppliers. Comparison of survey and re-
gional data made it possible to draw conclusions
about the importance of the reputation factor,
depending on how actively contracts were con-
cluded with suppliers from other regions of the
Russian Federation.

Results and Discussion

The survey results show that the supplier rep-
utation factor is taken into account by the majority
of public buyers. The average supplier reputation
significance score is 5.1. A third of respondents
rated the supplier reputation factor at 7 points
(very significant).

To analyse the role of the supplier reputation
factor, in the context of interregional interaction
between customers and suppliers, the question
about the share of suppliers from another region
is used. Table 2 shows the distribution of procur-
ers responses to this question and the average
scores for supplier reputation importance for dif-
ferent groups.
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Table 2
Significance of supplier reputation for procurers with different shares of suppliers from another region
Shares of suppliers N % Average supplier reputation
from another region ’ importance assessment
No 39 6.5 4.9
Up to 10% 232 38.9 5.13
11-20% 132 22.1 4.97
21-50% 118 19.8 4.92
More than 50% 76 12.7 5.55

Note: 14 procurers didn’t mark the share of suppliers from another region.

Source: author’s calculations.

Table 3

The relationship between the share of suppliers from another region and the assessment
of suppliers’ reputation importance (micro level analysis)

Variables Dependent variable: Significance of supplier reputation
11-20% suppliers from another region (gg?g)
21-50% suppliers from another region (-(2 2024 10 )
More than 50% suppliers from another region 0.686™
(0.260)
Personal characteristics Yes
Organisational characteristics Yes
Location fixed effects Yes
N 575
R-squared 0.126

p<0.01, *p<0.05, *p<0.1
Selected category: 0-10% suppliers from another region.

Control variables: gender, position, category (federal, regional, municipal), number of employees, federal district.

Source: author’s calculations.

As can be seen from Table 2, the share of pro-
curers who work only with suppliers from their
region is the smallest - 6.5%. Most respondents
(38.9%) work with a relatively small number of
suppliers from other regions - up to 10%. 12.7%
of public buyers are distinguished by the fact that
most of their suppliers are from another region. In
the context of procurers’ answers to the question
about the significance of the reputation of suppli-
ers, a category of procurers, in which more than
50% of suppliers were from another region, stands
out. This category of procurers values the impor-
tance of suppliers’ reputation significantly higher.

R-ECONOMY 4

The regression presented in Table 3 confirms
the significance of these differences. In the model,
the dependent variable is an assessment of suppli-
ers reputation significance, and the explanatory
variables are binary variables that reflect the share
of suppliers from another region. The selected cat-
egory is 0-10% of suppliers from another region.
Here and below, several control variables are add-
ed to the regression - personal and organisation-
al characteristics, as well as control on the federal
district. Personal characteristics include the gender
and position of the procurer, and organisational
characteristics - the level of subordination of the
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Average estimates of the importance of suppliers’ reputation by federal districts fable

Averagespplecsepuation | Share of cstomers most s whote
Far East 5.30 11
Volga 5.11 13
Northwest 5.32 7
North Caucasian 4.88 13
Siberian 4.83 17
Ural 5.06 20
Central 5.08 10
South 4.95 16
For the entire sample 5.10 13
*More than 50%

Source: author’s calculations

organisation (federal, regional, municipal) and the
number of employees.

As can be seen from Table 3, in comparison
with the selected category “0-10% of suppliers from
another region’, only the category “more than 50%
of suppliers from another region” gives a statistically
significant increase in the orientation of procurers to
the supplier reputation factor. The size of the coefhi-
cient can be interpreted as follows: procurers, most
of whose suppliers are from another region, rate the
reputation factor higher by 0.69 (on a 7-point scale).
The result obtained allows us to conclude that the
reputation factor is of particular importance in the
interregional interaction of procurers and suppliers.
The survey data confirm this conclusion at the mi-
cro level - the purchases of a specific customer.

Further analysis is devoted to this effect at the
regional level. There are certain differences in the
distribution of the average estimates of the impor-
tance of suppliers’ reputation by federal districts
(table 4).

For example, procurers from the Far East and
Northwest districts rate the reputation of suppliers
above average, and the lowest reputation rating is in
the Siberian Federal District. As can be seen from
the column with indicators of the share of procur-
ers, most of whose suppliers are from another re-
gion, at the level of federal districts, the significance
of suppliers’ reputation is not explained by individ-
ual purchases of the respondent. Thus, in the Ural
Federal District, there are 20% of respondents,
more than 50% of whose suppliers are from other
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regions, and the assessment of suppliers’ reputation
importance is at an average level. In the Northwest
District, on the contrary, only 7% of respondents
answered that more than half of their suppliers are
from another region, and the reputation signifi-
cance is the highest among all federal districts.

On the one hand, it was concluded that at the mi-
cro level (purchases of a specific public buyer), a high
proportion of suppliers from another region leads to
a higher assessment of reputation significance. On
the other hand, the primary analysis shows that data
on the importance of reputation, aggregated at the
level of federal districts, are not explained by the pe-
culiarities of the procurement of respondents. It can
be assumed that the orientation of procurers to the
reputation factor depends not only on their own in-
teraction with suppliers from other regions, but also
on the characteristics of the environment. Regions
that are part of one federal district can differ greatly
in certain aspects of public procurement. In this re-
gard, further analysis was carried out at the level of
regions (official regions of the Russian Federation).

The “Data and Methodology” section de-
scribes in detail the principle of calculating the re-
gional index - the share of contracts with suppliers
from other regions - in quantitative and cost terms.
The lowest value for both indicators is in the Re-
public of Tatarstan - 12% of the number and 16%
of the monetary volume of government contracts
was concluded with suppliers from other regions.
In the Leningrad region, the share of contracts with
suppliers from other regions in quantitative terms
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Figure 1. The distribution of Russian regions by the share of contracts with suppliers

from other regions in quantitative and value terms
Source: authors calculations using data from zakupki.gov.ru

is the largest (68%), and in value terms the leader
is the Murmansk region - 81%. For the 74 regions
included in the analysis, the average share of con-
tracts with suppliers from other regions, in quanti-
tative terms is 36%, and in value terms is 43%.

Figure 1 shows the distribution of 74 regions
by the share of contracts with suppliers from oth-
er regions in quantitative and value terms. The
figure shows region codes, a comparison of codes
and names of regions is in the Appendix.

As can be seen from Figure 1, the regions are
mainly located diagonally, i.e. with the increase in
the share of contracts with suppliers from other
regions in quantitative terms, the indicator in val-

R-ECONOMY 4

ue terms also grows. However, there are regions
where there are not so many contracts with sup-
pliers from other regions, but these are large con-
tracts, and in value terms, the share is significant.
For example, in the Magadan region, 36% of the
number of contracts is concluded with suppliers
from other regions, and these contracts account
for 68% in monetary terms of the total volume of
contracts in the region. In several other regions,
the situation is reversed - a large number of con-
tracts that are not so big in monetary terms are
concluded with suppliers from other regions. For
instance, in the Republic of Tyva, 63% of state con-
tracts fall on suppliers from other regions, but in
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monetary terms, these contracts account for 37%
of the total volume of state contracts in the region.
Further, the 74 regions were divided into 4
groups depending on the indicators for these two
indices. The division took place according to the
average value of the indices (36% for quantitative
terms and 43% for value terms). The lower group
included regions with an indicator up to and in-
cluding the average, and the upper group includ-
ed regions with an indicator above the average.
The grouping of regions is presented in Table 5.

Most of the regions (34) are characterised by
the fact that up to 36% of the number of contracts
and up to 43% of the volume of contracts are con-
cluded with suppliers from other regions. Such re-
gions include, for example, the Republic of Bash-
kortostan, Altai Territory, Krasnoyarsk Territory,
Voronezh Region, Moscow.

16 regions are distinguished by high values
of the share of contracts with suppliers from an-
other region, both in terms of value and quanti-
ty. Examples of regions in this group: Republic
of Karelia, Republic of Khakassia, Astrakhan region,
St. Petersburg, Moscow region.

8 regions conclude many contracts with suppli-
ers from other regions, but these contracts are not
so large in terms of volume. Such a situation is, for

example, in the Belgorod, Bryansk and Vladimir
regions. 16 regions, on the contrary, do not con-
clude so many contracts with suppliers from other
regions in quantitative terms, but the total volume
of these contracts from the total volume of govern-
ment contracts in the region is above average. This
group includes, for example, the Republic of Bury-
atia, Krasnodar Territory, Khabarovsk Territory.

According to the average indicators of sup-
pliers’ reputation importance, it is noticeable that
the highest ratings are in the regions with a high
proportion of contracts with suppliers from other
regions in quantitative terms. If we compare two
groups for which the quantitative index is not high-
er than the average, the reputation score almost
does not change from the indicator in value terms
(5 vs 5.02). It can be assumed that the indicator of
the share of suppliers from another region in value
terms does not affect the orientation of procurers
towards reputation, in contrast to the indicator in
quantitative terms. To test this assumption, a re-
gression model is presented in Table 6.

As can be seen from the table, estimates of
suppliers’ reputation importance are statistical-
ly significantly associated only with the share of
contracts with suppliers from another region in
quantitative terms. Thus, if a region has a large

Table 5
The distribution of regions by the shares of contracts with suppliers from other regions
and average reputation importance
Value terms
Share of contracts with suppliers from other regions

Up to 43% included More than 43%

. 34 regions 16 regions

0,

o Up to 36% included Reputation- 5.0 Reputation- 5.02

Quantitative terms 8 regions 16 regions

0,

More than 36% Reputation- 5.21 Reputation- 5.35

Source: author’s calculations

Table 6

Relationship between the share of suppliers from another region and the assessment
of suppliers’ reputation importance (regional level analysis)

Dependent variable: Significance of supplier reputation
Variables:
Quantitative terms Value terms

The share of contracts with suppliers from another 0.402%* 0.086

region is higher than the regional average (0.194) (0.170)
Personal characteristics Yes Yes
Organisational characteristics Yes Yes

Location fixed effects No No

N 570 570
R-squared 0.078 0.071

420,01, *p<0.05, *p<0.1

Control variables: gender, position, category (federal, regional, municipal), number of employees.
Note: Control for federal district is not included because the explanatory variable varies by region.

Source: author’s calculations
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number of contracts with suppliers from other re-
gions of the Russian Federation, the supplier rep-
utation factor becomes more important.

This result complements the analysis at the
level of individual contracts of public buyers. To-
gether they show that the supplier reputation fac-
tor plays the most important role when a signifi-
cant share of contracts is concluded with suppliers
from other regions. This conclusion is confirmed,
both at the micro level - the purchases of a specific
customer, and at the regional level. The findings
are especially important for managing contractual
relationships in public procurement in Russia and
other countries which are also characterised by
a heterogeneous spatial structure and economic
differentiation of regions. The findings may be of
interest to public procurement regulators in such
countries, as well as to direct market players ac-
tively involved in interregional interaction.

The research contributes to the literature in the
following aspects. First, this article summarises the
literature about the effects of suppliers’ reputation
consideration in public procurement. Second, this
study adds to the understanding of areas where
reputation factor is of particular importance. The
research on this topic stresses the importance of
reputation in areas with a high level of uncertainty
(Chiou & Pate, 2018), in procurements with pre-
cise formulation characteristics (Calzolari & Spag-
nolo, 2009) or characterised by performance issues
(Beausoleil, 2010). This study reveals the role of
reputation in the context of interregional public
procurement. The result is in line with the liter-
ature on the topic of reputation in cross-regional
purchasing (Chintagunta & Chu, 2021; Elfenbein
et al. 2019). The latter studies focus on private pro-
curement, while the results of this paper cover the
topic in the context of public procurement.

Conclusion

Reputation is an important aspect of over-
coming the principal-agent problem which is
characteristic of contractual relationships. In pub-
lic procurement, reputation considerations are
limited by regulation. Emerging questions about
the effectiveness of procurement operations man-
agement in the public sector (Karjalainen, 2011),
as well as the growing role of the supply quality
indicator (Farr, 2016), determine the relevance of
research into the effects of reputation consider-
ations in public procurement.

A review of studies showed that considering
the reputation of suppliers by public buyers allows

R-ECONOMY 4

for increased productivity and quality of contract
execution. This is also important from the point
of view of the timing of the execution of contracts,
together with the risks of cost overruns. The repu-
tation factor is the basis for building trust between
procurers and suppliers. Lack of research on rep-
utation, in terms of interregional cooperation in
public procurement, is revealed.

Based on the analysis of the survey of Russian
public buyers, it has been shown that the reputa-
tion of suppliers is especially important for pro-
curers who mostly work with suppliers from other
regions. By aggregating open data on government
contracts in Russian regions, the grouping of Rus-
sian regions is presented. Further combination of
open and survey data confirms the role of reputa-
tion in interregional interaction between procur-
ers and suppliers at the regional level. In regions
where the share of contracts with suppliers from
other regions in quantitative terms is higher than
average, public buyers are more focused on the
suppliers’ reputation factor. Thus, in addition to
the positive effects of the supplier reputation factor
in public procurement considered in the theoret-
ical part of the article, the empirical part demon-
strates another, not so widely studied aspect.

The conclusion about the role of supplier rep-
utation factor, in the context of interregional buy-
er-supplier interaction, both at the micro level
and at the regional level, adds to the research on
suppliers’ reputation factor in public procurement.
The importance of reputation in inter-regional eco-
nomic relations has been confirmed in private sec-
tor studies (Chintagunta & Chu, 2021; Elfenbein et
al., 2019), but has not previously been disclosed in
the context of public procurement. An important
direction for further research is to identify other
regional features that affect the different levels of
customer orientation on the reputation factor of
suppliers by region. In addition, an important topic
for research is the analysis of the role of reputation
in interregional relationships between public buy-
ers and suppliers in specific areas of procurement.
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Appendix
Table A1
Comparison of codes and names of regions in the analysis
Code | Region Name | Code| Region Name |Code| Region Name |Code| Region Name | Code| Region Name
2 Eﬁpubhc of Bas- 23 Krasnodar 38 | Irkutsk region 54 Novosibirsk 70 | Tomsk region
ortostan territory region
3 gepubl}c of 24 |Krasnoyarsk 39 |Kaliningrad 55 |Omsk region 71 | Tula region
uryatia territory region
Republic of Primorsky . Orenburg .
5 Dagestan 25 territory 40 |Kaluga region 56 region 72 | Tyumen region
8 Repubhg of 2% S.tavropol ter- 41 Kamchatka 57 | Oryol region 73 Ul}{anovsk
Kalmykia ritory territory region
10 Republic of 27 Khabarovsk 4y | Kemerovo 58 |Penza region 74 Chelyabinsk
Karelia territory region region
11 Eep ublic of 28 | Amur region 43 | Kirov region 59 | Perm territory 75 Trans-B aikal
omi Territory
12 I}\{/fp 1.1.bl1c of 29 Arkhangelsk 45 | Kurgan region 60 | Pskov region 76 Yarpslavl
arij El region region
13 Rep Ubh§ of 30 Astr akhan 46 | Kursk region 61 |Rostov region 77 | Moscow
Mordovia region
Republic of . Leningrad . Sankt-Peters-
14 ¢ fha (Yakutia) 31 |Belgorod region | 47 region 62 | Ryazan region 78 burg
16 %ep ublic of 32 |Bryansk region | 48 |Lipetzk region 63 | Samara region 79 Jewish autono-
atarstan mous region
Republic of Khanty-Mansi
17 Tus a 33 |Vladimir region | 49 |Magadanregion| 64 |Saratov region 86 | Autonomous
Area — Yugra
. Yamal-Nenets
18 gdmur.t 1an 34 Volgograd 50 |Moscow region | 65 |Sakhalinregion | 89 |Autonomous
epublic region Area
19 Republic of 35 |Vologda region | 51 Murmansk 66 Sverdlovsk 9] Republic of
Khakasia region region Crimea
. Nizhni
21 Chuvashi Re- 36 Voronezh 52 | Novgorod 67 Smolensk 92 | Sevastopol
public region ; region
region
22 | Altai territory 37 |Ivanovo region | 53 Noygorod 69 | Tver region
region

Source: compiled by the author using “Region codes” directory. Retrieved from: https://www.nalog.gov.ru/rn77/fl/pay_taxes/in-
come/get_help/4329723/
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