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INTRODUCTION 
 

The relevance of the chosen topic 

A significant share of public procurement in the Russian economy1 determines 

the relevance of analyzing their efficiency and the importance of research into the 

regulation of this area. One of the key issues in regulating public procurement lies 

in approaches to supplier selection. 

Currently, public procurement is regulated by Federal Law No. 44 “On the 

contract system in the field of procurement of goods, works, services to meet state 

and municipal needs”, but the foundations of the current public procurement system 

were laid by the 2005 reform with the adoption of the Federal Law No. 94. The main 

objective of the 2005 reform was to overcome inefficiencies in public procurement 

and combat corruption2 by using the lowest price principle to determine the supplier. 

To some extent this led to lower prices at auctions and budget savings, however, the 

inability to use qualification criteria and consider the business reputation of suppliers 

in procedures based purely on price criteria led to quality problems for complex 

goods, works, and services3. 

Adopted in Russia in 2013, Federal Law No. 44 expanded the discretion of 

public buyers in terms of approaches to choosing a supplier. In addition to the price 

criterion, it became possible to consider the qualifications of the supplier, including 

experience in a similar field and business reputation. In Russia, the procedure for 

considering the experience and reputation of suppliers at the assessment stage in its 

current form was formalized by Government Decree No. 2604 of December 31, 

2021. 

                                                           
1 Since 2014, public purchases carried out under Federal law No. 44 account for about 7% of GDP. Sources: Report 

on the results of the expert-analytical event "Monitoring the development of the public and corporate procurement 

system in the Russian Federation for 2020"; Summary analytical report on the results of monitoring purchases of 

goods, works, and services for state and municipal needs, as well as purchases of goods, works, and services by certain 

types of legal entities for 2022. 
2
 An empirical analysis of the public procurement system in Russia. / Edited by A.A. Yakovlev, O.A. Demidova, E.A. 

Podkolzina. – M.: Izdat. House of the Higher School of Economics, 2015. – 51 p. (In Russ.) 
3 Yakovlev A., Alliluyeva O., Kuznetsova I., Shamrin A., Yudkevich M., Yakobson L. Public procurement system: 

on the way to a new quality // Economic issues. -2010. – No. 6. – pp. 88-107. – DOI: 10.32609/0042-8736-2010-6-

88-107 (In Russ.) 
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Despite the reforms of 2005 and 2013, the issue of ensuring the quality of 

execution of complex purchases remains relevant for the Russian public 

procurement system. From the point of view of contractual relations theory, the 

classic solution to the problem of ensuring the quality of such goods (works, 

services) is to consider the reputation of the supplier, in particular previous 

experience4. A supplier with a successful track record of executing similar contracts 

is more likely to provide high-quality procurement results. However, unlike private 

procurement, the regulation of public procurement limits the ability of public buyers 

to consider suppliers’ reputation. Thus, within the framework of Russian regulation, 

public buyers do not have the opportunity to consider suppliers’ past performance at 

the assessment stage, in particular, the quality and timing of contract execution. 

There have been no previous studies using Russian public procurement data 

to examine how reputation can be implemented in procurement processes. From the 

point of view of regulators, it is important to understand and take into account the 

incentives of economic agents at the micro level. The usage of foreign studies’ 

findings for this purpose is limited, since the mechanisms for considering reputation 

need to be adapted to the specifics of the national public procurement system. This 

determines the relevance of the chosen topic of dissertation research. This is the first 

work on reputation in public procurement based on Russian data. The dissertation 

research offers an explanation of the role of reputation in public procurement in the 

context of increasing procurement efficiency both directly and indirectly – through 

the formation of trust between customers and suppliers. 

Characteristics of the development of the problem 

The dissertation research examines two approaches to reputation analysis – 

the organizational approach to studying the reputation of public sector organizations5 

and the theory of contractual relationships, the principal-agent problem6. The 

                                                           
4 Spagnolo, G. Reputation, competition, and entry in procurement // International Journal of Industrial Organization. 

– 2012. – Vol. 30. – No. 3. – P. 291–296.  
5 Wæraas A., Maor M. Understanding organizational reputation in a public sector context // Organizational reputation 

in the public sector / ed.by A. Wæraas, M. Maor – Routledge. – 2014. – P. 1-13. 
6 McCue C. P., Prier E., Swanson D. Five dilemmas in public procurement //Journal of public procurement. – 2015. – 

Vol. 15. – No. 2. – P. 177-207. 
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application of these research theories to the analysis of reputation in public 

procurement is analyzed. 

In the literature on the topic of reputation in public procurement, there is no 

unanimous opinion regarding the expansion or even further limitation of considering 

the reputation of suppliers. O. Mamawi et al.7, A. Flynn8 among the arguments 

against reputation considerations highlight the formation of barriers for new and 

small firms. In other studies9,10, the authors recommend to minimize potential 

negative effects reputation through a set of regulatory measures. Expanding the 

possibilities for taking reputation into account is recommended for government 

purchases with a higher level of uncertainty11. 

The works of J. Spagnolo12, F. Decarolis et al. 13, N. Fiorino et al. 14 show how 

individual aspects of procurement efficiency can be influenced by taking into 

account the reputation of suppliers. The role of the reputation of government 

customers was noted by L. Picci15, however, there are no empirical studies on this 

topic. 

Among the effects of taking reputation into account, the strengthening of trust 

between customers and suppliers is also highlighted16. Authors focusing on trust in 

public procurement, as a rule, either do not distinguish between types of trust17 or 

                                                           
7 Mamavi, O., Nagati, H., Pache, G., Wehrle, F.T. How does performance history impact supplier selection in public 

sector? // Industrial Management & Data Systems. – 2015. – Vol. 115. – No. 1. – P. 107–128. 
8 Flynn, A. Re-thinking SME disadvantage in public procurement // Journal of Small Business and Enterprise 

Development. – 2017. – Vol. 24. – No. 4. – P. 991–1008. 
9 Kachour, M., Mamavi, O., Nagati, H. The Role Of Reputation In Market Entry: Evidence From French Public 

Procurement // Journal of Applied Business Research (JABR). – 2016. – Vol. 32. No. 3. – P. 805–814. 
10 Butler, J.V., Carbone, E., Conzo, P., Spagnolo, G. Past performance and entry in procurement: An experimental 

investigation. // Journal of Economic Behavior & Organization. – 2020. – Vol. 173. – P. 179–195. 
11 Beausoleil, J. W. Past performance handbook: Applying commercial practices to federal procurement / Berrett-

Koehler Publishers. – 2010. – 248 p. 
12 Spagnolo, G. Reputation, competition, and entry in procurement // International Journal of Industrial Organization. 

– 2012. – Vol. 30. – No. 3. – P. 291–296.  
13 Decarolis, F., Spagnolo, G., Pacini, R. Past performance and procurement outcomes [Electronic resource] // National 

Bureau of Economic Research. – 2016. – No. w22814. – 61 p. – Access mode: https://www.nber.org/papers/w22814. 
14 Fiorino, N., Galli, E., Rizzo, I., Valente, M. Public Procurement and Reputation: An Agent-Based Model [Electronic 

resource] // SWPS 2018-17. – 2018. – 25 p. – Access mode: https://ssrn.com/abstract=3268038. 
15 Picci, L. Reputation-based governance // Stanford University Press. – 2011. – 240 p. 
16 Popa, M. Uncovering the structure of public procurement transactions // Business and Politics. – 2019. – Vol. 21. 

No. 3. –  P. 351–384. 
17 Dyer, J.H., Chu, W. 2003. The Role of Trustworthiness in Reducing Transaction Costs and Improving Performance: 

Empirical Evidence from the United States, Japan, and Korea // Organization Science. – 2003. – No. 14 (1). P. 57–68. 
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focus on personalized trust18. Trust in new counterparties in public procurement has 

been poorly studied, although this type of trust is important for ensuring competition 

in procurement. 

Study purpose and tasks 

The purpose of the dissertation research is to analyze the role of reputation in 

customer–supplier interaction in public procurement system using empirical data 

from Russia as an example, in terms of ensuring the efficiency of procurement, both 

directly and indirectly - through the formation of trust between procurement 

participants. To achieve this goal, the following tasks were set: 

1. Conduct a systematic review of research on the topic of reputation from 

the point of view of the research theory on the reputation of public sector 

organizations, the theory of contractual relationships with an emphasis on reputation 

in public procurement, including definitions and indicators of reputation, positive 

and negative effects of taking reputation into account in public procurement. 

2. Conduct a systematic review of research on the topic of trust in the 

public procurement system, including types of trust as an element of social capital, 

factors for the formation of trust, the connection between trust and economic 

efficiency. 

3. Analyze the possibilities and limitations of reputation consideration in 

the Russian public procurement system. 

4. Assess the importance of reputation from the point of view of public 

buyers and suppliers, as well as identify key indicators of the reputation of public 

buyers and suppliers. 

5. Demonstrate the role of reputation as a tool for reducing uncertainty in 

public procurement using the example of interregional interaction between public 

buyers and suppliers. 

6. Assess the role of reputation in improving procurement efficiency at the 

micro level and in building trust between customers and suppliers. 

                                                           
18 Macchiavello, R., Morjaria, A. Competition and relational contracts in the Rwanda coffee chain // The Quarterly 

Journal of Economics. – 2021. – No. 136 (2). – P. 1089–1143. 
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7. Identify factors of the formation of trust between customers and 

suppliers, in addition to reputation, and compare the contribution of these factors. 

8. Assess the role of generalized trust in i improving procurement 

efficiency at the micro level, including the level of competition and the quality of 

formal institutions for enforcing contracts (courts) as mediating factors. 

Object and subject of dissertation research 

The object of dissertation research is the reputation factor in the public 

procurement system. 

The subject of dissertation research is the role of reputation in increasing the 

efficiency of public procurement and building trust between public buyers and 

suppliers. 

Methodology of dissertation research 

Within the theoretical stage of the study, an approach was formulated to 

combine two research theories for analyzing reputation in public procurement – an 

organizational approach to analyzing the reputation of public sector organizations 

and the theory of contractual relations. Based on the conducted analysis of the 

literature, an original classification of sources on the topic of reputation in public 

procurement was proposed, and hypotheses for the dissertation study were set. 

The information base for the study is an online survey of public buyers and 

suppliers, conducted by the HSE Institute for Industrial and Market Studies (IIMS) 

in 2020. The benefit of survey data is that it can help to make reasonable assumptions 

about what guides the participants of the procurement process - this is not revealed 

using objective data. 

Key variables of the dissertation research are the assessments of: the 

importance of reputation, the efficiency of procurement at the micro level; the 

willingness to trust new contractors (on a 7-point scale). The research hypotheses 

were tested using descriptive statistics and linear regression models. In the 

dissertation research, models were constructed to analyze the relationship between 

reputation and efficiency, reputation and trust, trust and efficiency. These and other 

regression models of the dissertation research included the following control 
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variables, divided into three categories: personal characteristics (gender, position), 

organizational characteristics (level of subordination (for public buyers) or the share 

of government contracts from revenue (for suppliers), organization size by number 

employees), control over the federal district. 

To analyze the particular aspects of the topic, in addition to survey data, other 

sources were used in the dissertation research: open data on government contracts 

concluded in Russia in 2018–2019 from the official portal zakupki.gov.ru, BEEPS 

and WVS survey data, as well as a report on the work of arbitration appeal courts in 

2019. 

The results of the trust-efficiency relationship analysis conducted for Russian 

public buyers were tested on data from a similar survey of Slovak public buyers. 

This allows to draw conclusions about the sustainability of the results, and also about 

the applicability of the proposed models for analyzing public procurement in other 

countries. 

Scientific novelty 

The scientific novelty of the dissertation research lies in the theoretical and 

methodological grounding for the analysis of the role of reputation in the public 

procurement system. The results of the dissertation research are characterized by the 

following elements of scientific novelty: 

1. A theoretical approach to substantiating the role of reputation in public 

procurement is proposed, combining an organizational approach to studying the 

reputation of public sector organizations and the theory of contractual relations. 

2. For the first time, the opinions of direct participants in Russian public 

procurement – customers and suppliers – on the importance of reputation and key 

reputation factors have been revealed. 

3. An approach to the empirical analysis of the role of reputation in conditions 

of uncertainty is proposed and applied using the example of interregional interaction 

between customers and suppliers. 

4. The conclusion of foreign studies that considering the reputation of 

suppliers in terms of previous experience has a positive effect on the efficiency of 
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public procurement has been confirmed for the first time using Russian data. For the 

first time, it has been established that public buyers’ reputation factor also 

contributes to increasing procurement efficiency. 

5. An approach to ensuring competition in the public procurement market 

using the reputation factor, which strengthens trust in new counterparties, is 

proposed. A model for analyzing the factors of generalized trust formation in the 

public procurement system is developed and applied to Russian data. Factors that 

undermine trust in new counterparties are identified: negative experience of conflicts 

during the implementation of previous contracts, common problems in the 

procurement sphere. 

6. For the first time, the relationship between trust in new contractors and the 

efficiency of public procurement at the micro level was determined, and the 

mediating factors of this relationship - competition conditions, the effectiveness of 

formal institutions (courts) – were identified. 

Theoretical significance 

From the point of view of the science of public and municipal administration, 

the novelty of the dissertation research lies in the combination of two research 

theories for the analysis of reputation in public procurement: the organizational 

approach to the study of reputation in the public sector and contract theory in the 

context of New Public Management (NPM). As part of the theoretical stage of the 

study, an original classification of sources on the topic of reputation in public 

procurement was carried out. In the dissertation research a methodical approach for 

analyzing the role of reputation in the public procurement system by assessing the 

incentives of direct participants in the procurement process - customers and suppliers 

– was developed. The study provides a rationale for increasing the efficiency of 

public procurement using reputation as a tool for overcoming the principal-agent 

problem, as well as ensuring competition through the formation of trust in 

contractual relationships. 
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Practical significance 

The results of the study can be used as a basis for the development of a 

regulatory and information base for reputation consideration in the Russian public 

procurement system. The recommendation to expand the possibilities of reputation 

accounting is supported by the results of the study on the importance of reputation 

for direct procurement participants, as well as on the key reputation factors. The 

dissertation study suggests possible directions for such expansion, in particular, 

considering the results of contract execution when assessing the supplier's 

experience, creating a rating system for suppliers based on the results of contract 

execution. 

The results of the dissertation research are also of practical significance for 

direct procurement participants - government customers and suppliers, allowing a 

deeper understanding of the incentives of their counterparties. In addition, the 

findings can be used as arguments for the selection of supplier evaluation criteria in 

the tender procedure. 

Approbation of research results 

The results of the dissertation research were presented within the framework 

of the following events: 

1. International scientific school-seminar named after Academician S.S. 

Shatalin, 46th meeting: “System modeling of socio-economic processes”, Ufa, 

October 9–15, 2023. Report: Reputation factor in public procurement from the point 

of view of customers and suppliers 

2. 10th International GSOM Economy & Management Conference 2023 

(EMC 2023), St. Petersburg, October 3–7, 2023. Report: The role of reputation in 

interregional interaction between public buyers and suppliers 

3. Workshop “The Science of Public Procurement” within the framework of 

the X International Conference on Applied Economics ICARE (International 

Conference of Applied Economic Research), Perm, September 27–30, 2023. Report: 

Reputation factor in public procurement from the point of view of customers and 

suppliers 
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4. 12th annual conference of the International Center for the Study of 

Institutions and Development of the Higher School of Economics “Contemporary 

Trends and Prospects in the Political Economy of Development”, Moscow, 

September 25–26, 2023. Report: The role of reputation in buyer-supplier 

cooperation in public procurement  

5. Scientific seminar of the Department of Management, HSE Perm, online, 

April 28, 2023. Report: Trust, institutional environment and efficiency of public 

procurement in countries with transition economies 

6. International conference of students and young scientists “Spring days of 

science InEU” (Institute of Economics and Management of the Ural Federal 

University named after the first President of Russia B.N. Yeltsin), Yekaterinburg, 

April 20–22, 2023. Report: The role of reputation in the interaction between 

customers and suppliers in public procurement 

7. XXIV Yasin (April) international scientific conference on problems of 

economic and social development, Moscow, April 4–14, 2023. Report: Reputation 

factor in the Russian public procurement system from the point of view of direct 

market participants 

8. Workshop of the International Center for the Study of Institutions and 

Development (ICSID) for young researchers “Political Economy of Development: 

Challenges and Opportunities in a Changing World”, Moscow, June 7–8, 2022. 

Report: Trust, Institutions and Public Procurement Performance: evidence from 

transitional economies 

9. Meeting of the “Permanent Russian online seminar on public procurement 

research”, conducted by the Department of Economic Theory of the Faculty of 

Economics of SFU (Southern Federal University), online, May 17, 2022. Report: 

Trust, institutional environment and efficiency of public procurement in countries 

with transition economies 

10. XXIII Yasin (April) international scientific conference on problems of 

economic and social development, Moscow, April 5–22, 2022. Report: Trust and 
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Efficiency in Public Procurement under Imperfect Institutions: Post-socialist 

Experience of Russia and Slovakia 

11. 4th International Conference Analytics for Management and Economics 

Conference, St. Petersburg School of Economics and Management, National 

Research University Higher School of Economics (HSE SEM), St. Petersburg, 

September 22 – December 15, 2021 Report: Reputation as a factor of building trust 

and increasing efficiency in the public procurement system 

12. 16th European Association for Comparative Economic Studies 

Conference, online, September 13–17, 2021. Report: Trust in the Russian public 

procurement system: improving efficiency in an imperfect institutional environment  

13. XXII April International Scientific Conference on Economic and Social 

Development, Moscow, April 13–30, 2021 Report: Trust in the Russian public 

procurement system  

The results of the dissertation research were included in the reports of the HSE 

IIMS on research projects supported by the HSE Fundamental Research Program: 

“Efficiency of public procurement mechanisms and factors of sustainability of small 

and medium-sized firms” (2021), “Public procurement and its impact on the 

activities of firms and regional development "(2022). They were also used to conduct 

the course “Public Procurement: Theories and Practice” (Faculty of Management, 

Perm Campus of the National Research University Higher School of Economics, 

undergraduate, 4th year) in the 2022–2023, 2023–2024, 2024–2025 academic years. 

Dissertation structure 

The dissertation consists of an introduction, three chapters, a conclusion, a list 

of references and appendix. The total volume of the dissertation is 175 pages, as well 

as 45 appendix pages. 
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MAIN RESULTS AND PROVISIONS, SUBMITTED FOR 

PROTECTION 

1. Theoretical and methodological approaches to the analysis of the 

role of reputation in the public procurement system in the context of increasing 

the efficiency of procurement and building trust between customers and 

suppliers have been developed. 

Based on the analysis of the literature on the topic of the dissertation research, 

the following research assumption was formulated for the sphere of public 

procurement in Russia: the reputation factor ensures higher efficiency of public 

procurement both directly and indirectly - through the formation of generalized trust 

(the willingness of procurement participants to trust new contractors), which in turn 

also contributes to increasing the efficiency of public procurement. To test this 

assumption of the study, hypotheses 1–4 were formulated. 

H1. The orientation of market players – public buyers and suppliers – towards 

the reputation of suppliers is positively related with a higher assessment of the 

efficiency of public procurement at the micro level. 

H2. The orientation of market players – public buyers and suppliers – towards 

the reputation of public buyers is positively related with a higher assessment of the 

efficiency of public procurement at the micro level. 

To test hypotheses 1 and 2, the following linear regression model is proposed: 

Efficiency = β0 + β1[Suppliers’/procurers’ reputation importance] + γX + ε 

H3. The orientation of market players – public buyers and suppliers – towards 

the reputation of counterparties/their own reputation is positively related to the 

willingness to trust new counterparties. 

To analyze the relationship between reputation and trust, the following linear 

regression model is proposed: 

Trust = β0 + β1[Suppliers’/procurers’ reputation importance] + γX + ε 

Н4. The willingness of public buyers and suppliers to trust new counterparties 

is positively related to the efficiency of public procurement at the micro level. 
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In order to test this hypothesis, the following linear regression model is 

proposed: 

Efficiency = β0 + β1 [Trust]+ γX + ε 

Models are built both for public buyers and suppliers. Thus, the approach to 

reputation analysis proposed in the dissertation research, demonstrates the two-way 

nature of interaction between market players. 

The analysis of the literature made it possible to identify insufficiently studied 

aspects, that require confirmation or clarification for the Russian public procurement 

system. 

To empirically confirm the role of reputation in conditions of uncertainty, 

hypothesis H5 about interregional relationships between customers and suppliers 

was posed in the dissertation research – previously this aspect was empirically 

studied only for private procurement. 

H5. The role of supplier reputation is higher in areas of public procurement 

characterized by a higher level of uncertainty, in particular when concluding 

contracts with suppliers from other regions. 

Hypothesis 5 was tested using two linear regression models. The first model 

allows for analysis at the micro level (procurements of a specific customer): 

Reputation = β0 + β1[11-20% of suppliers are from other regions] + β2[21-50% 

of suppliers are from other regions] + β3[more than 50% of suppliers are from other 

regions] + γX + ε 

The second model is used for analysis at the regional level: 

Reputation = β0 + β1[Share of contracts with suppliers from other regions is 

higher than regional average] + γX + ε 

In addition to the third hypothesis about the role of reputation in the formation 

of trust, another hypothesis is posed that examines factors that undermine trust. 

Н6. The level of trust in new counterparties is lower among 

customers/suppliers if they have negative experience in the implementation of 

contracts - both personal and observed. 

To test the sixth hypothesis, the following linear regression model is proposed: 
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Trust = β0 + β1[Reputation] + β2[Previous experience – conflicts] + β3[General 

problems in public procurement] + γX + ε 

The relationship between public buyers’ trust in new suppliers and 

procurement efficiency, tested in the fourth hypothesis, is clarified in the seventh 

hypothesis. 

H7. The connection between customer trust in new suppliers and the efficiency 

of public procurement at the micro level is mediated by competitive conditions and 

the quality of formal contract enforcement institutions (courts). 

The hypothesis is tested using the following linear regression model: 

Efficiency = β0 + 𝛽1[Trust ∗ Efficient conditions] + 𝛽2[Trust ∗(1- Efficient 

conditions)] + 𝛽3[Efficient conditions] + γX + ε 

In the proposed model, the dependent variable is the assessment of 

procurement efficiency at the micro level. The “Efficient conditions” variable is 

binary and takes the value 1 if the customer operates in efficient conditions. Efficient 

conditions are understood alternately as a competitive environment and efficient 

courts. 

In testing hypothesis 7, it is proposed to use several sources of data, on the 

basis of which the conditions of competition and the quality of the judicial system 

are operationalized. This approach allows to draw conclusions about the 

sustainability of the results obtained. 

2. The analysis made it possible to confirm for Russian public 

procurement the conclusions of foreign authors that the reputation of suppliers 

can improve the efficiency of procurement. The highest average performance 

ratings are given by customers and suppliers, for whom the factor of good 

business reputation of suppliers is of high importance. Using a regression 

model, a significant positive relationship was confirmed between the 

orientation of market participants towards the reputation of suppliers and the 

assessment of procurement efficiency. The study results support the role of 

experience as a key indicator of supplier reputation in procurement 

performance. 
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The results of the study confirm hypothesis 1 about the relationship between 

supplier reputation and procurement efficiency (Table 1). 

Table 1. Suppliers’ reputation and procurement efficiency 

Respondents Procurers Suppliers 

Variables: Dependent variable: procurement efficiency 

Suppliers’ reputation 

importance 

0,222*** 

(0,029) 

0,155*** 

(0,025) 

Control variables Yes Yes 

N 580 779 

R-squared 0,123 0,109 

***p<0.01, **p<0.05, *p<0.1 

 

Source: complied by the author 

Public buyers who highlight successful experience in executing similar 

contracts among the most important factors of supplier reputation, on average, 

evaluate the efficiency of their purchases at 5.3 points, while other customers – at 5 

points (differences in the means are statistically significant according to the T-

criterion for independent samples). The current regulation allows considering the 

supplier's experience, but not the criteria of its success, such as quality, which, as the 

study showed, is important for procurement participants. Based on the results 

obtained, recommendations on considering the results of contract execution within 

the framework of the experience criterion are given. 

3. The study found a statistically significant relationship between 

procurement efficiency and the orientation of market players towards the 

reputation of public buyers. Thus, the survey data shows that procurement 

efficiency is higher when direct participants in the public procurement market 

are focused on the reputation factor, not only of suppliers, but also of 

customers. In the dissertation research, this is explained by the fact that 

reputation makes it possible to build an effective competitive environment for 

the interaction of conscientious customers and suppliers aimed at high-quality 
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execution of government contracts. Such market participants focus on the 

reputation factor to check the reliability of counterparties and as a signal to the 

market about the reliability of their organization - therefore, a significant effect 

is achieved not only by focusing on the reputation of counterparties, but also on 

their own. 

The results of the study confirm hypothesis 2 about the relationship between 

public buyers’ reputation and procurement efficiency (Table 2). 

Table 2. Procurers’ reputation and procurement efficiency 

Respondents Procurers Suppliers 

Variables: Dependent variable: procurement efficiency 

Procurers’ reputation 

importance 

0,144*** 

(0,028) 

0,182*** 

(0,027) 

Control variables Yes Yes 

N 583 703 

R-squared 0,073 0,112 

***p<0.01, **p<0.05, *p<0.1 

Source: complied by the author 

For the first time in public procurement research, the role of procurers’ 

reputation as a tool for increasing procurement efficiency has been empirically 

confirmed – previously, the reputation factor of public buyers remained outside the 

focus of attention. 

4. The link in ensuring effective competitive interaction can be the 

willingness to trust new counterparties. The focus of market participants on 

reputation contributes to their willingness to trust new counterparties - which 

is an important condition for maintaining competitive environment. The 

regression analysis carried out confirms that the focus of customers and 

suppliers on reputation is a factor in the formation of trust in new 

counterparties. Moreover, to build such trust among market participants, it is 

important not only to focus on the reputation of counterparties, but also to pay 

attention to your own, since the size of the coefficients is comparable. The study 
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explains this result by the fact that the readiness of conscientious players for 

competitive interaction based on trust in new counterparties is bilateral in 

nature. 

The results of the study confirm hypothesis 3 about the relationship between 

reputation and trust in new counterparties (Table 3). 

Table 3. Reputation and trust to new counterparties 

Respondents Procurers Suppliers 

Variables: Dependent variable: trust 

Suppliers’ reputation 

importance 

0,292*** 

(0,035) 
 

0,222*** 

(0,028) 
 

Procurers’ reputation 

importance 
 

0,228*** 

(0,034) 
 

0,208*** 

(0,030) 

Control variables Yes Yes Yes Yes 

N 580 581 765 692 

R-squared 0,148 0,117 0,134 0,109 

***p<0.01, **p<0.05, *p<0.1 

Source: compiled by the author 

Thus, the dissertation research proposes a practically feasible mechanism for 

forming trust in new counterparties among market players by taking into account 

reputation. 

5. The role of business reputation in conditions of uncertainty is 

confirmed by the example of interregional interaction between public buyers 

and suppliers. As a result of the analysis, it was revealed that the supplier 

reputation factor is especially important for customers, more than half of whose 

suppliers are from other regions. In addition, public buyers from regions with 

a high share of contracts with suppliers from other regions in quantitative 

terms are the most focused on the reputation of suppliers. The regression 

analysis performed confirms the statistical significance of the results. Thus, the 

importance of the supplier reputation factor in interregional interaction with 
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public buyers is confirmed both at the micro level - procurement of a specific 

customer, and at the regional level. 

Hypothesis 5 is confirmed at the micro level by the results in Table 4. The 

highest assessment of the importance of supplier reputation (5.6) is given by 

procurers who have more than 50% of suppliers from another region. 

Table 4. Reputation importance in interregional interactions (micro level – 

procurement of a specific customer) 

Variables:  

Dependent variable: 

suppliers’ reputation 

importance 

11-20% of suppliers are from other regions 
0,065 

(0,210) 

21-50% of suppliers are from other regions 
-0,040 

(0,221) 

More than 50% of suppliers are from other regions 
0,686*** 

(0,260) 

Control variables Yes 

N 575 

R-squared 0,126 

***p<0.01, **p<0.05, *p<0.1 

Source: compiled by the author 

At the regional level, hypothesis 5 is confirmed by the results in Table 5. 

Procurers from the regions of the Russian Federation, in which more than 36% of 

government contracts are concluded with suppliers from other regions, rate the 

importance of suppliers’ reputation significantly higher. 

Table 5. Reputation importance in interregional interactions (regional level) 

  
Dependent variable: suppliers’ reputation 

importance 

Variables:  
Share in quantitative 

terms 
Share in value terms 

Share of contracts with suppliers from other 

regions is higher than regional average 

0,402** 

(0,194) 

0,086 

(0,170) 

Control variables Yes Yes 

N 570 570 

R-squared 0,078 0,071 

***p<0.01, **p<0.05, *p<0.1 

Source: compiled by the author 
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Previously, the role of reputation in interregional contractual relations was 

empirically confirmed only for private procurement. The results obtained can serve 

as a justification for a differentiated approach to expanding the possibilities of taking 

reputation into account in public procurement (depending on the sphere and features 

of the procurement). 

6. As part of the dissertation research, factors were identified that 

explain the level of trust of customers and suppliers in new counterparties: the 

reputation of counterparties, previous negative experience, common problems 

when implementing contracts in the procurement area. Both the separate 

influence of these factors when they were included one by one in the regression 

model, and the joint influence when they were included simultaneously were 

analyzed. In contrast to the variable “importance of the reputation of 

counterparties,” the variables “previous experience - conflicts” and “general 

problems of public procurement” are negatively related to the level of trust. 

The results are similar for both public buyers and suppliers. With help of 

standardized Beta coefficients, it was concluded that the reputation factor has 

the greatest influence in the formation of trust in new counterparties, both in 

the model for public buyers and in the model for suppliers. 

Hypothesis 6 on the factors that undermine trust in new counterparties is 

supported by the results in Table 6. 

Table 6. Factors forming trust to new counterparties 

 (1а) (1b) (2a) (2b) 

Respondents Procurers Suppliers 

Variables: Dependent variable: trust 

Reputation 
0,200*** 

(0,028) 
0,287*** 

0,191*** 

(0,030) 
0,238*** 

Previous experience – 

conflicts 

-0,121* 

(0,062) 
-0,085* 

-0,229*** 

(0,072) 
-0,125*** 

General problems in public 

procurement 

-0,168*** 

(0,029) 
-0,243*** 

-0,089*** 

(0,033) 
-0,104*** 

Control variables Yes Yes Yes Yes 

N 580 580 692 692 

R-squared 0,168 0,168 0,140 0,140 

***p<0.01, **p<0.05, *p<0.1 

Source: compiled by the author 
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The analysis conducted confirms that the proposed approach to building trust 

based on reputation is resistant to factors that undermine trust. 

7. The role of trust in new counterparties in the public procurement 

system was analyzed using a regression model, confirming a statistically 

significant positive relationship between the level of trust in new counterparties 

and the assessment of procurement efficiency at the micro level. This result was 

obtained by analyzing both data from a survey of Russian public buyers and 

data from a survey of suppliers. The sustainability of the result for public 

buyers is further confirmed by data from a survey of public buyers in Slovakia 

- the analysis also revealed a significant relationship between trust and 

efficiency. 

The results of the study confirm hypothesis 4 about the relationship between 

trust in new contractors and procurement efficiency (Table 7). 

Table 7. Trust to new counterparties and procurement efficiency 

Respondents Procurers Suppliers 

Variables: Dependent variable: procurement efficiency 

Trust to new 

counterparties 

0,118*** 

(0,033) 

0,169*** 

(0,032) 

Control variables Yes Yes 

N 591 767 

R-squared 0,052 0,094 

***p<0.01, **p<0.05, *p<0.1 

Source: compiled by the author 

The issue of trust in new contractors receives little attention in public 

procurement research and practice. The results of the dissertation study demonstrate 

the importance of this factor. 

8. The analysis shows that a statistically significant positive 

relationship between trust in new suppliers and procurement efficiency persists 

only in competitive conditions. To operationalize the conditions of competition, 

regression models alternately used estimates of the prevalence of the deliberate 
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selection strategy of suppliers (from a survey of public buyers), an indicator of 

the share of repeating contracts - at the regional level and at the level of 

procurement of a specific customer (from open data on public procurement). 

The robustness of the results was further confirmed using Slovak data. 

The first part of hypothesis 7, which clarifies the relationship between trust in 

new contractors and procurement efficiency, is confirmed by the results in Table 8. 

Table 8.  Generalized trust and procurement efficiency depending on competitive 

conditions 

Respondents Procurers 

Indicator of competitive 

conditions 

Frequency of 

predetermined choice 

strategy 

Share of repeated 

contracts at regional 

level in numbers 

Share of repeated 

contracts at micro 

level in values 

Variables: Dependent variable: procurement efficiency 

Generalized trust *  

Competitive conditions 

0,206*** 

(0,046) 

0,144*** 

(0,041) 

0,149*** 

(0,047) 

Generalized trust *  

Not-competitive 

conditions 

0,018 

(0,049) 

0,078 

(0,056) 

0,072 

(0,047) 

Competitive conditions 
-0,554* 

(0,320) 

-0,528 

(0,335) 

-0,132 

(0,317) 

Control variables Yes Yes Yes 

N 579 576 578 

R-squared 0,074 0,060 0,064 

***p<0.01, **p<0.05, *p<0.1 

Source: compiled by the author 

In non-competitive conditions, when customers rely on interaction with 

suppliers they already know (strong ties), generalized trust does not pay off. This is 

an important conclusion from the point of view of regulating the public procurement 

system: to achieve the effect from customers' trust in new suppliers based on 

reputation, it is necessary to take measures to ensure competition in procurement. 

9. The conducted research allows to conclude that trust in new 

counterparties and formal institutions (courts) are substitutes for increasing 

the efficiency of procurement, that is, trust in new counterparties allows 
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increasing the efficiency of procurement when the courts are ineffective. As 

indicators for formal institutions (courts), the regression models used 

assessments of the effectiveness of courts in resolving conflicts with suppliers 

(from the survey), assessments of courts as an obstacle to doing business for 

Russian companies (BEEPS survey), levels of trust in courts by federal districts 

(WVS survey), the share of cases cancelled in arbitration courts of appeal of 

Russian Federation regions (report on the work of arbitration courts of appeal 

in 2019). The use of different indicators to assess formal institutions allowed to 

confirm the robustness of the results. Moreover, the robustness of the findings 

is further supported by Slovak data. 

The second part of the seventh hypothesis, which clarifies the relationship 

between trust and efficiency, is also confirmed by the results of the study (Table 9). 

Table 9. Generalized trust and procurement efficiency depending on quality 

of formal institutions – courts  

Respondents Procurers 

Court efficiency 

indicator 

Procurers’ 

assessment of 

court efficiency 

for solving 

conflicts with 

suppliers 

Assessment of 

courts as an 

obstacle for doing 

business (BEEPS) 

Share of cases, in 

which the 

decisions were 

cancelled 

(objective data) 

Level of trust to 

courts (WVS) 

Variables: Dependent variable: procurement efficiency 

Generalized trust *  

High court 

efficiency 

0,042 

(0,053) 

0,075 

(0,058) 

0,045 

(0,059) 

0,044 

(0,051) 

Generalized trust *  

Low court 

efficiency 

0,174*** 

(0,046) 

0,148*** 

(0,041) 

0,160*** 

(0,040) 

0,182*** 

(0,044) 

High court 

efficiency 

0,959*** 

(0,334) 

0,400 

(0,376) 

0,558 

(0,349) 
- 

Control variables Yes Yes Yes Yes 

N 540 576 576 576 

R-squared 0,070 0,054 0,057 0,059 

***p<0.01, **p<0.05, *p<0.1 

Source: compiled by the author 
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A significant effect of trust on efficiency was obtained only under conditions 

of inefficient courts, so trust and courts can be considered as substitutes for 

increasing efficiency - such a result was obtained for the first time using public 

procurement data. The result can be explained by the fact that both trust and efficient 

courts can stimulate customers to interact with new suppliers. When relying on trust, 

the customer checks the reliability of the counterparty using reputation. An efficient 

judicial system reduces the risk of opportunism by applying sanctions to 

unscrupulous suppliers; in these conditions, relying on trust becomes less important.  
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