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Who Is Inclined to Hide the Truth: Evidence from Public Procurement
Andrei Yakovlev, Andrey Tkachenko, and Yuliya Rodionova

Institute for Industrial and Market Studies, National Research University Higher School of Economics, Moscow, Russia

ABSTRACT
This paper presents a survey-based methodological approach to detect potential opportunism by
counterparts who are linked with agents through contractual relations. The methodology pro-
poses asking counterparts about attitudes toward some behaviors of agents, which are undesir-
able from the principal and benevolent counterpart perspective. The approach identifies the
potential opportunism of counterparts based on the intensity with which they justify such
behavior and provide unrealistic assessments of commonly known problems. The approach is
especially important in a situation where the rules are inconsistent with reality and the principal
can no longer disentangle the benevolent and opportunistic behavior of the agent. The authors
test this approach by conducting a survey of procurers and suppliers of public procurement
contracts in Russia.
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Introduction

During the past few decades, many developing coun-
tries have initiated public procurement reforms (Agaba
& Shipman, 2007; Jones, 2007; Mahmood, 2010). One
of their prime objectives was to limit corruption,
enhance competition and reduce the scope of procurer
opportunism. However, radical changes in regulations
have resulted in the emergence of new opportunities for
opportunism – this time on the supplier side.

Overpricing compared to the average market prices
may be used as an indicator of opportunistic behavior
in public procurement (Bandiera, Prat, & Valletti, 2009;
Tkachenko, Yakovlev, & Kuznetsova, 2017; Yakovlev,
Vyglovsky, Demidova, & Bashlyk, 2016). However, this
approach to detect opportunism is only valid in the
case of procurement of homogeneous goods. In regard
to the procurement of more complicated products,
overpricing may occur not only due to suppliers’
opportunistic behavior but also due to suppliers’ repu-
tation or contract delivery guarantees The imperfect
regulatory environment is an additional factor imped-
ing the identification of dishonest behavior. It compli-
cates the principal-agent problem, as inadequate
regulation forces even benevolent agents to violate the
rules. As a consequence, the principal’s control and
detection of dishonest agents becomes more difficult.
Hence, there is a need for new approaches for the
identification of potential opportunism.

The studies revealing opportunistic behavior in con-
tractual relations are mostly theoretical (Chen, Peng, &
Saparito, 2002; Harbaugh & To, 2014). Empirical studies
of opportunistic behavior are based on contract data
analysis (e.g., Crocker & Reynolds, 1993; Lumineau &
Quélin, 2012) or surveys. Most empirical studies are
focused on the analysis of factors of opportunism in
private procurement (Held, 2011; Wang, Li, Ross, &
Craighead, 2013). In addition, the authors examine
opportunistic behavior on the basis of procurer surveys
presuming that their responses are credible (Morgan,
Kaleka, & Gooner, 2007; Mysen, Svensson, & Payan,
2011). However, procurers can also give biased assess-
ments or deliberately evade providing answers, especially
under contradictory regulation.

This paper offers a methodological approach for
principals aimed at identifying potential opportunism
by counterparts that are linked with agents through
contractual relations. The contribution of this study is
more practically-oriented and focused on new
approaches of assessing opportunistic behavior
under contradictory and imperfect regulation. When
the rules are inconsistent with reality and unfeasible
for agents, the principal is unable to identify dishon-
est agents on the basis of the available information.
The authors suggest employing a counterparts survey
as an alternative source of information for the prin-
cipal. The methodology proposes asking counterparts
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about attitudes toward some behaviors of agents,
which are undesirable from the principal and bene-
volent counterpart perspective. The approach identi-
fies the potential opportunism of counterparts based
on the intensity with which they justify such behavior
and provide unrealistic assessments of commonly
known problems. This approach indirectly indicates
the potential opportunism of the agent, which is
linked with such counterparts.

The authors test this methodology using data from
a large survey of Russian procurers and suppliers in
2017. In particular, the authors ask the suppliers about
the three main reasons why procurers conclude con-
tracts with predetermined firms. The suppliers’ answers
enabled to identify three groups with different behavior
patterns. In particular, one group of suppliers tends to
justify the practice of predetermined choice by the
procurers’ desire to ensure guaranteed and quality con-
tractual performance; they deny the existence of cor-
ruption. Another group gives only “accusatory”
explanations of such practices. Those suppliers evaluate
all components of the public procurement system gen-
erally more critically but admit violations by suppliers
much less. At the same time, a third group of suppliers
combining both “justifying” and “accusatory” explana-
tions seem to provide the most realistic estimates for
each question.

The authors show that the group of suppliers who
support the deliberate restriction of competition by
procurers through only justifying arguments underesti-
mates the level of overall corruption and competition
restriction in public procurement. These findings
enable to draw conclusions about the potential oppor-
tunism of such suppliers.

While the authors use the survey of counterparts
methodology in reference to public procurement, one
can find it useful to apply it to other public adminis-
tration issues. Indeed, all the spheres of public admin-
istration activities, where public bodies interact with
counterparts in a competitive base, are vulnerable to
corruption and opportunism, so surveys of counter-
parts may yield useful information about public bodies’
behavior.

Although Russia is closer to developing countries in
terms of its institutional development, milestone
reforms have been implemented in the Russian public
procurement sector in the 2000s. This includes active
implementation of e-procurement technologies, which
other developing countries are only starting to intro-
duce. This is why an analysis of the behavior patterns of
Russian suppliers may be useful for developing optimal
strategies for increasing public procurement efficiency
in other developing countries.

The paper has the following structure. Part 2 pre-
sents an overview of the literature; part 3 briefly
describes the survey methodology and data. Part 4
describes the results of the procurer and supplier sur-
vey. The main findings and recommendations are for-
mulated in the conclusion.

Literature overview

Economic actors are assumed to be characterized by
bounded rationality and may behave opportunistically.
In the original transaction cost economics (TCE) litera-
ture, opportunism is defined as “self-interest seeking
with guile” (Williamson, 1975, p. 6). In his subsequent
work, Williamson (1985, p. 47) describes guile as
“lying, stealing, cheating, and calculated efforts to mis-
lead, distort, disguise, obfuscate, or otherwise confuse.”
This view is further extended by Bergen, Dutta, and
Walker (1992), who declare that partners seek to max-
imize their own benefits, which leads to self-interested
and opportunistic behavior. Therefore, partners will act
opportunistically when it is profitable (John, 1984)
leading to higher transaction costs. In practice, oppor-
tunism may take various forms and includes a wide
range of different behaviors: distortion of information,
including overt behaviors such as lying, cheating, and
stealing, as well as more elusive behaviors such as
misrepresenting information by failing to make full
disclosure (Hawkins, Wittmann, & Beyerlein, 2008;
Jap & Anderson, 2003).

Apart from TCE theory past studies have used
a number of relevant exchange theories in order to
explain opportunism in partner relationships. Social
exchange theory (SET) assumes that market exchange
may involve both economic and social outcomes that
will fade when an exchange partner behaves opportu-
nistically (Hawkins et al., 2008; Lambe, Wittmann, &
Spekman, 2001). According to resource dependence
theory, when asymmetric dependence exists between
exchange parties, opportunism may emerge from the
less dependent one (Crosno & Dahlstrom, 2008).

Opportunism is also one of the key concepts of
principal-agent theory. This theory focuses on agency
relationships where one party (the principal) delegates
certain powers to another party (the agent) to perform
some action on the principal’s behalf (Bergen et al.,
1992). Because the principal disposes of a lesser amount
of information than the agent, she cannot fully control
the agent’s actions. At the same time, the interests of
the principal do not always coincide with those of the
agent. The principal is interested in increasing profit
and lowering overall costs, while the agent strives to
maximize her own benefits and reduce total labor
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inputs. The agent’s primary focus is her own interests
rather than those of the principal, which brings about
the emergence of opportunism.

Opportunistic behavior is typical of various forms of
contractual relations: business-to-business, labor, edu-
cation, insurance services, etc. This concept has
a highly contextual character and should be examined
under the perspective of the context in which occurs.
This paper focuses on the problem of opportunism in
public procurement. Therefore, the sector of literature
relevant to the purposes of this survey lies at the inter-
section of the block of papers on opportunism and
those on public procurement (Figure 1).

In the context of public procurement, this paper
focus on the practice of relational contracts as an area
with a wider scope for opportunism (Parker & Hartley,
2003). According to many studies, repeated contractual
relations are characterized by a higher level of trust
between partners; lower transactional costs, both at
the stage of contract conclusion and at delivery; and
greater opportunity for prompt problem solution com-
pared to one-time interactions (Gulati, 1995; Zaheer,
McEvily, & Perrone, 1998; Zheng, Roehrich, & Lewis,
2008).

At the same time, repeated interactions may be
a consequence of deliberate manipulation aimed at
narrowing the range of potential bidders. For example,
the procurer could award new contracts to suppliers
with a good reputation and exclude future cooperation
with those who did not execute contracts in a proper
way (Calzolari & Spagnolo, 2009). The procurer may
also tend to prevent the emergence of new bidders due
to the existence of a well-developed mechanism of
interaction with an incumbent supplier and
a reluctance to change it. This results in less competi-
tive pressure on the supplier, decreasing its economic
incentives and, as a consequence, leading to overpri-
cing. Previous studies have shown that repeated con-
tracts may also produce opportunities for corruptive
conduct by their parties (Parker & Hartley, 2003).
Various corruptive arrangements lead to even greater

overpricing, as the supplier needs to compensate for the
kick-back paid to the procurer for concluding the
contract.

These effects are particularly obvious in cases of the
procurement of homogeneous products. When pro-
curement of products with inspectional quality can be
verified at the time of delivery1, prices over the market
average may be an indicator of opportunism (Bandiera
et al., 2009; Tkachenko et al., 2017; Yakovlev et al.,
2016). However, in the case of complex goods and
services, opposing effects are possible. In the case of
the procurement of goods with a quality that is not
verified at the time of delivery, relative overpricing can
be related to the supplier’s good reputation or
a contract delivery guarantee as well as to the supplier’s
opportunistic behavior. Therefore, prices may be higher
than the market average even with honest procurer
behavior, e.g., if the supplier asks for compensation in
return for the guaranteed high quality of the procured
goods that has been confirmed during previous inter-
actions (Parker & Hartley, 2003).

Researchers traditionally consider opportunism
a phenomenon that emerges during interactions
between private agents. The specific feature of the pub-
lic sector, including public procurement, is the princi-
pal-agent problem. The principal-agent problem is less
acute in the private sector, as the principal is personi-
fied. The owner of a private firm generally disposes of
sufficient opportunities to efficiently organize the mon-
itoring of agents’ activities. However, such opportu-
nities become weaker in state-owned enterprises or
public sector entities, where the owner is the state
acting on behalf of society.

In addition to the complex nature of the procured
product, another factor complicating the identification
of dishonest conduct is an imperfect regulatory envir-
onment. This factor is particularly relevant in develop-
ing markets. Under conditions of stable and functional
legal institutions, the principal can effectively control
the activities of her agents by controlling compliance
with the rules (due to their adequacy and feasibility).
However, developing markets are characterized by
excessive and contradictory regulation, pushing eco-
nomic actors to the shadow sector on a mass scale
(De Soto, 1989; Djankov, La Porta, Lopez-de-Silanes,
& Shleifer, 2002). This engenders problems for honest
agents and for the state (for example, the “work-to-
rule” phenomenon illustrates the existence of unprac-
tical and unfeasible rules within the system (Scott,
1998). A solution of the principal-agent problem is
more difficult under such circumstances because,
under inadequate regulation, even honest agents are
forced to violate the rules. Consequently, the control

relational contracts

Opportunism

Procurement

Figure 1. Literature overview diagram.
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and detection of agents acting dishonestly becomes
complicated for the principal-procurer. Hence, there
is a need to develop alternative approaches for the
identification of potential opportunism.

How does one identify opportunistic behavior in
repeated interactions in the public procurement market
in the imperfect institutional environment typical of
developing countries?

Most studies of opportunistic behavior in such
repeated interactions are theoretical. A considerable
share of papers are devoted to modeling opportunism
and its implications from the perspective of transaction
cost theory (Chen et al., 2002) or game theory
(Harbaugh & To, 2014). Empirical studies of opportu-
nistic behavior can be classified into two categories.
One is based on contract data analysis (e.g., Crocker
& Reynolds, 1993; Lumineau & Quélin, 2012). As
a rule, access to such data is restricted, and analysis is
complicated by the need to scrutinize the contents of
contracts, conflict settlement mechanisms, etc.
The second category is based on surveys and is the
most commonly used method of assessing opportunis-
tic behavior.

The existing papers in the second category mainly
analyze the factors of opportunism in private procure-
ment. For example, Wang et al. (2013) show that
specific investments and behavioral uncertainly ele-
vate the level of opportunism between the procurer
and the supplier. At the same time, social capital
reduces the level of opportunism. Held (2011) formu-
lated the arguments supporting the choice of the pro-
curer’s behavior pattern depending on potential
supplier opportunism. They include the level of bid
preparation and filing costs and the amount of effort
required from the supplier to deliver his/her contrac-
tual obligations.

Previous research has shown that the procurers
themselves regarded the suppliers’ readiness to deceive
their counterparts for the sake of higher profits as one
of the indicators of opportunism (Morgan et al., 2007;
Mysen et al., 2011; Wang et al., 2013). All authors
studied opportunism on the basis of procurers’ surveys
presuming that their responses were credible.2

However, procurers can also distort their assessments
or deliberately evade answering sensitive questions. In
our opinion, this spawns doubts as to the credibility of
the obtained results and constitutes one of the limita-
tions of the approach used in previous studies.

Methodology and empirical data

Research approach

The logic of our research approach is shown in Figure
2. The participants in public procurement interactions
include the principal, her agents, and suppliers. By
principal, the authors mean a high-level governmental
body (for instance, a ministry); by agents, the authors
mean subordinated public entities (for instance, hospi-
tals and schools). Suppliers include different types of
firms (A, B and C), for which the authors are trying to
identify differences in behavior patterns, comparing
their responses to related blocks of questions of the
questionnaire. Arrows between agents and suppliers
show their repeated relations in public procurement
(contracts).

Within the context of traditional interaction with
agents, the principal, on the one hand, sets their task
and, on the other hand, provides them with funding to
perform their functions. At the same time, the principal
is responsible for the final outputs. In addition to
exercising the controlling function, the principal has

interaction information

contracts

Principal

Agent 1

Agent 2

Agent 3

Agent N

Supplier A

Supplier B

Supplier C

Supplier N

Figure 2. Interaction of participants in public procurement.
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direct responsibility for the agents’ actions. As was
already stated above, in a stable and functional regula-
tory environment, the principal acts on the basis of the
information provided by her agents. By analyzing this
information, she can detect inconsistencies and possible
dishonest behavior. However, under rules that are
inconsistent with reality and unfeasible for the agents,
the principal cannot distinguish honest agents on the
basis of available information.3

In this context, the authors propose an alternative
method of identifying potential opportunism by con-
ducting surveys of suppliers as a source of information
for the principal. A comparison of responses to differ-
ent questions on the questionnaire would help identify
the types of suppliers (A, B, C) with different degrees of
involvement in fraudulent actions. This method of
analyzing suppliers’ responses to different questions
would help distinguish suppliers distorting information
or evading questions from those who are telling the
truth. The hidden sensitivity model (HSM) developed
for the analysis of connections between several sensitive
questions (Nuno & John, 2015) is the most suitable for
our survey methodology.

First, this approach enables the identification of
groups of suppliers with unrealistic (overstated or
understated) assessments and makes a more adequate
estimation of the scope of the practice of predetermin-
ing the choice of suppliers. Second, proceeding from
the findings of previous studies, according to which
systematic information distortion is a sign of opportu-
nism (Morgan et al., 2007; Mysen et al., 2011; Wang
et al., 2013), this approach helps identify suppliers who
are prone to opportunism (dashed line on Figure 2, to
the right). By following those suppliers’ repeated inter-
actions, the principal can identify agents that may be
involved in corruptive practices (dashed line on Figure
2, to the left).

Methodology

The approach formulated in the previous section was
implemented in the survey of Russian procurers and
suppliers in 2017. Our questionnaire used the different
questions concerning the estimates of the scope of the
practice of predetermining the choice of suppliers,
informal relations and the reasons for procurers’ choice
of this strategy. As the practice of predetermining the
choice of suppliers by procurers is against the law, the
authors could not include a direct question about it. It
could bring about deliberately evasive answers or dis-
torted answers. Therefore, at the first stage of our
survey (practical implementation is described in section
a), to determine the prevalence of this practice, the

authors asked the respondents: “Considering your pro-
fessional contacts with your colleagues, what is your
estimation of the approximate share of procurers prac-
ticing predetermined suppliers’ contracting in
2014–2016?”

However, even such an “impersonal” question could
be sensitive for the respondents due to their possible
involvement in such practices. This, in turn, could
impact the resulting estimates. For this reason, the
authors used a supplementary question and compared
the resulting estimates of the share of procurers com-
mitted to contracting with their estimates of the fre-
quency of problematic situations arising in their
procurement practice. Thus, respondents were offered
a list of 18 problematic procurement situations and
asked to evaluate the frequency of their occurrence
during 2014–2016 in their organizations (with response
options being “often,” “sometimes,” “seldom,” “never”).
The situations included informal relations between the
procurer and the supplier and conflicts of interest. In
this way, using two related questions of the question-
naire, the authors showed the dependence of the var-
iance in the estimates of the prevalence of the
predetermined choice of suppliers and informal rela-
tions in respondents’ procurement practices.

At the second stage of our study (see section
b below), to determine the different behavioral patterns
of suppliers, the authors used the question about the
reasons for choosing the strategy of contracting prede-
termined suppliers. The authors asked the respondents
to choose no more than three of the eight options
offered in the questionnaire:

(1) Desire to ensure a guaranteed performance of
the contract

(2) Desire to ensure a quality supply of goods/
works/services

(3) Lack of competition among other honest sup-
pliers of required goods/works/services

(4) Desire to avoid price dumping
(5) Instructions/recommendations from higher

authorities
(6) Informal relations with suppliers
(7) Imperfection of existing approaches to require-

ments, criteria, bid evaluation
(8) Other (specify).

The authors deliberately included in the list the reasons
justifying the practice of repeated contractual relations
(desire to ensure a guaranteed performance of the con-
tract and a quality supply of goods/works/services). The
authors also included response options reflecting nega-
tive perceptions of such practices (informal relations
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with suppliers). The authors presumed that different
explanations may characterize the differences in sup-
plier behavior patterns.

After identifying the groups of respondents offering
different explanations of the reasons for choosing the
strategy of contracting predetermined suppliers, the
authors compared their evaluations of the prevalence
of such practices. Building upon previous studies, the
authors proceeded from the assumption that
a combination of both justifying and accusatory expla-
nations would be the most realistic one.4 Respondents’
choice of only justifying or only accusatory options was
regarded as a potential indication of specific strategies.
Specifically, the authors presumed that suppliers giving
only “justifying” explanations may tend to underesti-
mate the scope of the phenomenon. Respondents with
“accusatory” bias tend to make higher estimates. In
addition, the authors examined the extent of the depen-
dence of the estimates of the frequency of informal
relations in respondents’ practices on their reference
to one of the identified groups.

The third stage of our analysis (see c below) con-
sisted of revealing the characteristics of suppliers with
different behavior strategies in public procurement. For
this purpose, the authors evaluated a number of regres-
sion models using the binary variable reflecting
a respondent’s categorization into a specific group as
the dependent variable. The authors assumed that sup-
pliers with a greater number of public contracts and
longer experience in public procurement would tend to
justify noncompetitive bidder selection practices.

Empirical data

The authors collected the email addresses of public
procurement participants in Russia from the official
website www.zakupki.gov.ru. For the procurers’ sur-
vey, the authors collected the email addresses of all
responsible persons from tender documentation
between January 2014 and March 2016. For the sup-
pliers’ survey, the authors collected email addresses
from contract information cards for the same period.
To improve the quality of the sample and exclude
respondents with low levels of procurement experi-
ence, the authors selected only emails that were used
at least 10 times during the period of study and at least
once in 2016. This reflects the sample bias toward
more experienced respondents compared to the popu-
lation as a whole. Thus, the authors ended up with
a sample of approximately 300,000 suppliers and
129,000 procurers. Questionnaires were emailed to
the respondents of this sample in January 2017.

A total of 1251 correctly completed questionnaires
were received from procurers and 721 from suppliers.

Most suppliers who took part in our survey were
private Russian firms. The majority of the respondents
were suppliers operating in the construction (27%) and
trade (24%) sectors, while manufacturing firms made
up only 8% of the sample. The supplier sample was
biased in terms of size toward companies with up to 20
employees, accounting for 69% of respondents.
Companies with at least 250 employees made up only
3% of the respondents to the questionnaire. Our sample
has nearly equal representation of suppliers with an
average annual volume of public contracts exceeding
1 M RUR (36%) and those with an average annual
volume under 1 M RUR (40%). A quarter of the
respondents (24%) were individual entrepreneurs.

Over half (59%) of the public procurers who parti-
cipated in the survey represented municipal procurers,
24% regional procurers, and 17% federal procurers.
Almost half (45%) of the procurer organizations
employed up to 50 workers, and only 7% had at least
501 workers.

More than half of the procurers (58%) and slightly
less than half of the suppliers (41%) covered by the
survey started working in the public procurement sys-
tem before the reform of the Russian public procure-
ment legislation in 2014. The median length of
procurers’ experience in public procurement was
4 years, and for suppliers, it was 5 years. Males con-
stituted 60% of suppliers, whereas females represented
over 70% of procurers. The comparisons of population
with our sample are given in Tables A1 and A2 of the
Annex.

Main results of the procurer and supplier
surveys

Estimates of the prevalence of the practice of the
predetermined choice of suppliers

First, respondents were asked to assess the share of
procurers choosing the strategy of predetermining sup-
pliers using a scale from 0% to 100%, with 10% inter-
vals (0-10%, 11-20%, 21-30%, etc.). The authors further
assigned to each choice the median value of the interval
(for example, 5% for 1-10%) and calculated the average
estimate. As a result, the average share of procurers
practicing predetermined suppliers contracting in
2014–2016, as assessed by suppliers, was 53%, and in
procurers’ estimates, it was 40%.

However, the authors can see from Figure 3 that
estimates varied strongly both among procurers and
among suppliers. Moreover, 15% of suppliers and
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nearly 30% of procurers refused to answer this ques-
tion, confirming our assumption about its potential
sensitivity. It is reasonable to recall that suppliers
were represented in our survey only by enterprises
with regular contract relations in public procurement.
This could impact their evaluations of the prevalence of
the practice of predetermining the choice of suppliers.

Following our methodology, the authors further
compared the obtained estimates of the share of pro-
curers committed to contracting with predetermined
suppliers and the frequency of informal relations in
procurement practice. The authors found that more
than one third of suppliers (38%) characterized the
problem of informal relations as frequent. However,

only 12% of procurers admitted that they often encoun-
tered it in their own practice (Table 1).

At the same time, representatives of both procurers
and suppliers who characterized the problem of infor-
mal relations as frequent (38% of suppliers and 12% of
procurers) made practically identical evaluations of the
share of procurers committed to contracting with pre-
determined suppliers, over 65%. As can be seen from
Figure 4, the estimated share of procurers oriented
toward predetermined choice grows along with the
increasing frequency of informal relations in respon-
dents’ procurement practices.

The review of the groups depending on the esti-
mated frequency of informal relations produced prac-
tically the same results, despite the fact that procurers
estimated the prevalence of this strategy as less fre-
quent (40% vs. 53%). Similarly, close estimates of the
share of procurers predisposed toward the predeter-
mined choice strategy were made by respondents with
close estimates of the frequency of the occurrence of
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Figure 3. Distribution of estimates of the share of procurers committed to contracting with predetermined suppliers, % of the
number of respondents.

Table 1. Estimated frequency of informal relations in public
procurement practice, % of respondents.
Frequency of informal relations Often Sometimes Seldom Never

Procurers (%) 12.1 21.1 25.7 41.1
Suppliers (%) 38.4 29.6 19.9 12.1
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Figure 4. The share of procurers committed to contracting with predetermined suppliers depends on the frequency of informal
relations in public procurement practice, % of respondents.

INTERNATIONAL JOURNAL OF PUBLIC ADMINISTRATION 1115



conflicts of interest, another “sensitive” problem from
our list.

Overall, the analysis shows that the variation in the
estimated frequency of the predetermined strategy is
related to different explanations for the reasons for
applying this strategy.

Typology of suppliers depending on the measure of
involvement in predetermined supplier choice
practices

Pursuing our methodology, at the second stage of the
survey, the authors used the question about the most
significant reasons for the choice of predetermined
supplier strategy (Table 2). Eighty percent of procurers
noted the important role of factors such as the desire to
ensure the guaranteed performance of the contract and
a quality supply of goods/works/services. The factor
mentioned third, with a sufficient lag, was the lack of
competition among other honest suppliers (26%). In
suppliers’ opinions, on the contrary, the dominant rea-
sons were informal relations with suppliers (61%), and
high quality and guaranteed contract delivery
rated second and third, respectively. In addition to the
response options offered in the questionnaire, the
respondents also noted such reasons as corruption,
pressure from senior management, procurers’ desire
to avoid the involvement of intermediaries in the sup-
ply chain, possible technological, moral and financial
problems caused by a new supplier, and fear of change.

As can be seen from Table 2, the main reasons
named by respondents include options justifying pro-
curers’ actions (desire to ensure a guaranteed perfor-
mance of the contract and a quality supply of goods/
works/services). There are also options accusing the
procurers (informal relations with suppliers). This con-
firms the ambivalence of this practice as described in
previous studies.

In this connection, the authors identified three
groups of suppliers offering different explanations for
the reasons for predetermining the choice of public
contract executors. As we can see from the data
shown in Table 3, one-third of the suppliers (33%)
tend to justify the practice of predetermining the choice
of suppliers. A slightly larger share of suppliers (35%)
give only “accusatory” explanations for this phenom-
enon. At the same time, a considerable share of suppli-
ers (29%) stick to a “realistic” strategy combining both
“justifying” and “accusatory” explanations.

The authors further established the average share of
procurers committed to contracting with predeter-
mined suppliers and the share of those suppliers who
evaded answering this question. Table 4 shows that
nearly 27% of suppliers “justifying” the predetermined
contracting strategy refused to answer the question
compared to 6-8% in the two other groups. The average
assessment made by respondents who answered the
question was 42% (compared to 53% and 62%,
respectively).

Table 5 shows that the estimated frequency of infor-
mal relations in respondents’ practices also varies
strongly depending on their reference to one of the
identified groups. Suppliers offering only justifying
explanations encounter informal relations in their prac-
tices in only 20% of the cases. Respondents giving only
“accusatory” explanations encounter this issue almost
three times more often (56% of cases). At the same
time, these respondents are more critical of all the
components of the public procurement system, yet

Table 2. Reasons for procurers’ choice of predetermined sup-
plier contracting strategy, % of respondents.

Suppliers Procurers

1. Desire to ensure a guaranteed performance
of the contract

50.3 80.1

2. Desire to ensure a quality supply of goods/
works/services

47.4 80.3

3. Lack of competition among other honest
suppliers of the required goods/works/
services

12.8 25.9

4. Desire to avoid price dumping 18.7 10.4
5. Instructions/recommendations from higher

authorities
23.8 14.0

6. Informal relations with suppliers 61.3 8.5
7. Imperfection of existing approaches to

requirements, criteria, bid evaluation
19.5 17.2

8. Other 11.1 3.2

Table 3. Typology of suppliers depending on the combination
of reasons for choosing the strategy of contracting with pre-
determined suppliers.

Combination of
reasons

Number of
respondents
in the group

Share of
respondents

(%)

Strategy A –
“justifying”

Desire to ensure
a guaranteed
performance of the
contract and a quality
delivery without
informal relations

238 32.6

Strategy B –
“realistic”

Desire to ensure
a guaranteed
performance of the
contract and a quality
delivery as well as
informal relations

208 28.5

Strategy C –
“accusatory”

Only informal relations
without desire to
ensure guaranteed
performance of the
contract and a quality
delivery

252 34.6

Other combinations of
reasons

31 4.3
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they admit to violations by suppliers themselves con-
siderably less often.

Characteristics of identified groups of suppliers

To identify the characteristics of suppliers offering dif-
ferent explanations for predetermining the choice of
suppliers more accurately, at the next stage, the authors
evaluated a number of regression models. The depen-
dent variable was a binary variable reflecting the
respondents’ categorization into groups 1 or 3 in com-
parison with group 2 (which was the reference group).
Therefore, the authors evaluated a set of binary choice
models with the following structure:

P Strategyi ¼ 1ð Þ ¼ Φ Xβð Þ;
where Strategyi i ¼ 1; 3ð Þ is the selected strategy index.
For the purposes of more convenient interpretation, the
authors presented the marginal effects calculated as
derivatives for continuous regressors:

@P Strategyi ¼ 1ð Þ
@x

¼ βϕ Xβð Þ;

and as differences for dummy variables:

P strategyi ¼ 1jX ¼ 1ð Þ � Pðstrategyi ¼ 1jX ¼ 0Þ
The resulting marginal effects are presented in Table 6.
Specifically, the econometric analysis showed the signifi-
cance of suppliers’ gender characteristics. Male respon-
dents preferred the choice of the “realistic” behavior
pattern over the other two options. Just as the authors
had expected, suppliers with larger volumes of public
contracts (over 1 M RUR) actually tended to justify the
uncompetitive practices of predetermining the choice of
contractors. However, respondents’ experience with pre-
vious legislation turned out to be an insignificant factor in
the choice of a supplier’s behavioral pattern.

Thus, the regression analysis shows that, in compar-
ison with the “justifying” strategy A, the “realistic” strat-
egy B is more typical for male respondents, and the
”accusatory” strategy C is more typical for firms with
greater volumes of supplies under public contracts.

Conclusion

This paper presents a methodological approach for
detecting potential opportunism by counterparts that
are linked with agents through contractual relations.
On the basis of TCE theory and principal-agent theory
this study expands practical toolbox under contradic-
tory and imperfect regulation with distorted informa-
tion. Meanwhile, the paper does not consider the
situation of changing the rules by reforming the public
procurement system. This is not a task for a single,
even large, organization and should be addressed by

Table 4. Average share of procurers for each identified group of respondents committed to contracting with predetermined
suppliers depending on the choice of strategy, % of respondents.

% of suppliers in the group who did not
answer the question

Average share of public procurers for each identified group of respondents admittedly
oriented toward predetermined supplier contracting (%)

Strategy A –
“justifying”

27.3 41.8

Strategy B –
“realistic”

5.8 52.7

Strategy C –
“accusatory”

7.5 61.7

Table 5. Estimated frequency of informal relations in public
procurement practice, % of respondents.
Frequency of informal relations Often Sometimes Seldom Never

Strategy A – “justifying” 19.8 24.5 33.0 22.6
Strategy B – “realistic” 39.3 37.8 17.4 5.5
Strategy C – “accusatory” 56.1 28.3 9.4 6.1

Table 6. Factors of respondents’ reference to a certain behavior pattern group.
Marginal effects

Strategy А Strategy С
Male respondent −0.204*** −0.0831

(0.0512) (0.0531)
Experience before the public procurement legislation reform −0.00352 −0.0601

(0.0528) (0.0521)
Type of supplier
(focus on independent entrepreneurs)

Annual value of public contracts under 1 M RUR 0.00409 −0.0279
(0.0694) (0.0640)

Annual value of public contracts under 1 M RUR −0.0558 −0.165***
(0.0587) (0.0571)

Observations 433 445
Control: sector, employee headcount, respondent’s age, federal district
*** p < .01, ** p < .05, * p < .1

The table shows the marginal effects. Robust standard errors are given in brackets.
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the collective effort of many organizations or the gov-
ernment. The authors instead focus on what a principal
should do in a situation in which the existing system of
rules is inadequate, and she cannot change it.

In this case, the authors suggest using
a counterparts survey as an alternative source of infor-
mation for the principal. The methodology proposes
to ask counterparts about the attitude to some unde-
sirable behavior of the agent from the principal and
benevolent counteragent perspective. The findings of
previous studies show that the systematic distortion of
information is one of the indicators of opportunism.
Therefore, the authors can identify the potential
opportunism of counterparts based on the intensity
of their justification of such behavior along with
unrealistic assessments of existing problems. By fol-
lowing those counterparts’ contractual relations, the
proposed approach allows to further indirectly indi-
cate the potential opportunism of the agent related to
these counterparts.

The authors test this approach by conducting a large
survey of Russian procurers and suppliers of public
procurement contracts in 2017. The authors used dif-
ferent blocks of questions about the scope of the prac-
tice of predetermining the choice of suppliers, informal
relations, and the reasons justifying the choice of this
strategy.

The analysis confirms a large-scale exciting practice
of contracting predetermined suppliers – about a half
of the customers followed this strategy contradictory to
the law. These results suggest that there are wider
problems that cannot be solved quickly. This important
characteristic of the public procurement environment is
not unique to Russia and probably exists in other
countries.

The results also reveal the existing heterogeneity of
suppliers. In particular, one-third of the suppliers “jus-
tify” the practice of predetermining the choice of con-
tractors and could be involved in informal relations
with procurers. Another group of suppliers gives only
“accusatory” explanations and evaluate the entire public
procurement system more critically. The estimates of
the third group of suppliers combining “justifying” and
“accusatory” explanation options seem the most realis-
tic. They estimated that, in Russia, 53% of procurers
were committed to contracting with predetermined
suppliers.

The practical implication is that the findings of
this study makes it possible to take into account the
objective heterogeneity of suppliers when develop-
ing measures to improve the public procurement
system. Therefore, the presented methodology
(with possible variation in the questions) may be

applied in other spheres of public administration,
where public bodies or large state-owned enter-
prises interact with counterparts on a competitive
base and are vulnerable to corruption and opportu-
nistic behavior.

Notes

1. The Nelson-Darby-Karni classification refers such pro-
ducts to the category of “inspection goods” (Darby &
Karni, 1973; Nelson, 1970).

2. The only exception is (Bhattacharya, Singh, & Nand,
2015) who used the parallel questioning of procurers
and suppliers to evaluate the factors of procurer
opportunism.

3. As an example, the authors can mention Russian law
enforcement practices (Paneyakh, 2014), where law
enforcement superiors cannot determine, on the basis
of the internally gathered data, who provides invalid
information (reports not reflecting the actual crime
situation).

4. As was already mentioned above, contradictory and
excessive regulation could lead to a situation where
even honest agents would be forced to break the rules.
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Annex

Table A1. Comparison to the population by female representation with respect to organizations’ field of activity.
Activity Sample Population

Construction 0.260 0.142
Trade 0.505 0.636
Industry 0.333 0.400

The table gives comparison of the share of women in the sample (the second column) to that of the population (the last column) with respect to
organizations’ field of activity, which is given in the first column: ‘Construction’, ‘Trade’, ‘Industry’ (Federal State Statistics Service, 2017, p. 52).

Table A2. Comparison to the population by age (with respect to organizations’ activity).
Age group Sample Population

Construction
Under 21 – 0.005
21 – 30 0.128 0.218
31 – 40 0.383 0.302
41 – 50 0.219 0.229
Over 50 0.270 0.245
Trade
Under 21 – 0.006
21 – 30 0.192 0.260
31 – 40 0.266 0.306
41 – 50 0.345 0.228
Over 50 0.197 0.200
Industry
Under 21 – 0.003
21 – 30 0.089 0.196
31 – 40 0.286 0.277
41 – 50 0.321 0.235
Over 50 0.304 0.289

The table gives comparison of the age distribution in the sample (the second column) to that of the population (the last column) with respect to
organizations’ field of activity, which is given by three blocks: Construction, Trade, Industry (Federal State Statistics Service, 2017, p. 59). For the sample
parameters, the category for age under 21 is missing due to the formulation of the question about age. Also, for the population parameters, the age
categories are given as “15–19”, “20–29”, “30–39”, “40–49”, “50–72”, which are very close to the sample’s age categories, so the categories were matched
with small errors.
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