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1 INTRODUCTION

It is the responsibility of the public sector to adapt secure techniques from the private
sphere or to develop other mechanisms that can be applied in public management, aiming at
increasing the effectiveness and efficiency of the use of government funds and improving the
provision of services, such as information technology, management of processes, and
electronic commerce (Tridapalli, Fernandes & Machado, 2011).

There is a growing literature on the advantages and challenges of using electronic
public purchasing platforms, but the behavior of bidders and ex post performance indicators
in the electronic bidding process is little explored (De Freitas & Maldonado, 2013; Doherty,
McConnell & Ellis-Chadwick, 2013; Fernandes, 2005; Menezes, Silva & Linhares, 2007;
Reis & Cabral, 2015, 2018).

According to Reis and Cabral (2018), studies generally emphasize the acquisition
price in order to assess the effectiveness and economy of public purchases. However,
knowledge about other performance measures related to hiring, such as quality and speed, is
scarce. In this sense, one of the notable dimensions of purchasing management lies in the
determinants of the supplier selection process and its direct impact on the effectiveness of
these acquisitions (Cebi & Bayraktar, 2003; Flynn & Davis, 2017; Gosling, Purvis & Naim,
2010; Huang & Keskar, 2007; Khorramshahgol, 2012; Mamavi, Nagati, Pache & Wehrle,
2015).

Considering that the past performance of a supplier shows evidence of its future ability
to fully cover the contractual requirements that meet the level of service contracted by the
public sector (Mamavi et al., 2015; Reis & Cabral, 2018; Sarkar & Mohapatra, 2006; Watt,
Kayis & Willey, 2010), the more years of supply, the greater the probability of a good
performance and the lower the probability of some type of breach of contract or sanction. This
assessment of a supplier then demonstrates its level of previous experience with the public
sector, or even its persistence as a supplier.

Thus, the use of ex post evaluation mechanisms of supplier performance in contractual
processes can improve governance and reduce opportunism in purchasing operations
(Spagnolo, 2012). Past supplier performance is an important criterion for identifying and
retaining the best suppliers, whether in the private or public sector (Mamavi et al., 2015;
Snider & Walkner, 2009; Spagnolo, 2012; Watt et al., 2010).

In the private sector, past performance indicators have an impact on supplier selection,
as buyers may prefer suppliers that have a good track record. In public contracts, this type of
criterion is limited due to the need to guarantee equality, prevent favoritism, and corruption
(Spagnolo, 2012). In Brazil, Law No. 13,303 (2016) - known as the State-owned Companies
Law - also already provides in its article 55, item Il, for the use of "evaluation of the prior
contractual performance of bidders, provided that there is an objective evaluation system in
place” as one of the tie-breaking criteria between two supply proposals for state-owned
companies.

In the Brazilian context, the use of supplier performance indicators measured by past
performance, is not an explored subject. In this way, the interest arose in investigating the
relationship between current hiring and the past performance of suppliers in government
purchasing processes in Brazil, since these procurements occur in an isonomic environment.

Therefore, we seek to answer the following question:

Does the performance history of suppliers influence the acquisition of new supply
contracts for the public sector in Brazil?

To answer this question, we sought to delineate the relationship between variables
based on the Theory of Contracts, in which the lack of information and transparency between
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supplier and government tends to generate an unpredictable relationship and difficulties in
control and inspection. As an empirical strategy, an innovative approach was adopted in the
literature when analyzing the persistence of supplier performance through multivariate
dynamic statistical models.

In addition to this introduction, the present study is structured into five further
sections. The second section discusses the theory and hypotheses that underlie the proposed
investigation. The third section presents the methodological procedure adopted, including
data, variables, and estimation methods. The fourth section exposes the results found, the fifth
section comprises the discussion of the results obtained in the research. Finally, the sixth
section presents the final considerations.

2 THEORY AND HYPOTHESES

According to the Incomplete Contract Theory, contractual clauses present some
omission, whether voluntarily or involuntarily. Real markets do not portray perfect
competition models, a scenario in which contractual instruments would be prepared to
anticipate all possible contingencies and states of nature. Therefore, there are situations in
which there may be gaps in the contract established by the parties in relation to some purpose
(Faganello, 2017).

The assessment of a supplier's reputation can be based on its performance history at
the institution that hired it or based on information from third parties. This assessment
represents its current ability to satisfactorily fulfill a contract (Reis & Cabral, 2018).
Therefore, considering reputation as measured by past performance can offer advantages,
such as reducing transaction costs, efficient trade coordination, and managing contractual
completeness (Hart & Moore, 1999; Kachour, Mamavi & Nagati, 2016; Tirole, 1999; Yukins,
2008).

Reputation aspects are important in private purchases, even if they are subjective or
formalized through feedback mechanisms or supplier rating systems (Banerjee & Duflo,
2000; Spagnolo & Dini, 2005). It is prudent to think of reputation as a competitive advantage
over other companies, which can undermine equal treatment among competitors. However, it
may be interesting for buyers to use it as a selection criterion when awarding public contracts
with the aim of inhibiting the opportunistic behavior of some suppliers and minimizing
contracting risks (Kacour et al., 2016).

2.1 The influence of past performance

There is great concern about the use of incentive mechanisms based on past
performance, considering that they can be an obstacle, thus acting as a barrier to the entry of
new suppliers. Faced with this theme, the work of Butler, Carbone, Conzo and Spagnolo
(2020) has a field experiment to assess the impact of this type of mechanism on the results
and the entry of suppliers. The results found that using a mechanism based on past data, as
long as the data is properly designed, increases input and quality supply without increasing
costs. Research by Kachour et al. (2016) also found that a supplier's strong reputation
significantly affects its ability to obtain public contracts and does not act as a barrier to entry
for other companies in the French public market.

The study by Mamauvi et al. (2015) points out the importance of the supplier selection
process linked to the performance provided by them previously in the context of the French
public sector. In addition to the classic criteria present in the literature to assist the decision-
making process of companies, the research of these authors detected that there is a logic of
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reinforcement in which the number of previous contracts generates an increase in the
probability of winning future contracts. However, this influence varies according to the type
and complexity of the market in which the supplier operates.

Brunjes (2020) also conjectured and confirmed that the existence of a previous
relationship between supplier and government positively influences the execution of
contracts, more than competition between suppliers, in an assessment applied to the United
States. Thus, there is an assumption that the supplier's past performance, represented in this
study by the number of contracts won by a company, influences its ability to enter into new
contracts. Thus:

H1: the greater the number of past contracts won, the better the supplier's performance in
public procurement.

In contrast, it is necessary to observe in which type of public purchasing market the
object is framed, since both the markets and the different types of bidding can vary in
complexity, considering that theoretically, the greater the complexity of the contract, the
greater the demand for a long-term relationship between suppliers and government (Bertelli &
Smith, 2010; Brown, Potoski & Van Slyke, 2013, Brunjes, 2020). Therefore, the complexity
will be treated here under these two aspects: market and bidding modality.

2.2 Past performance and market complexity

Two specific characteristics can be used to assess market complexity: the elusiveness
of future contingencies and the unverifiable constraint. The first characteristic refers to the
fact that the market has future contingencies that cannot be predicted a priori. The second
characteristic aims to analyze the extent to which the restriction of transparency of procedures
occurs caused by asymmetric information between the parties to the contract. Thus, the longer
the contract and the more asymmetric the information, the more unforeseen events may arise
and the more difficult it will be to control the procedure (Hart & Moore, 1999; Mamavi et al.,
2015; Maskin & Tirole, 1999).

In this context, we disaggregated the types of contractual objects into works, goods,
and services to assess the complexity of these different markets, following the strategy
proposed by Mamavi et al. (2015). We consider the acquisition of goods as the simplest
object, in view of the ease in describing and defining the material in an objective and
standardized way. Another advantage of working with bidding for goods is the fact that this
type of bidding, in most cases, allows for the requirement of samples for classification
purposes.

Unlike products, services are consumed at the same time they are produced. Some
specificities of the services denote that their result is considered to be of an unstable nature.
This is due to the fact that normally the services are interactive, given the participation of the
provider and the consumer. Thus, there is also a variance of the resulting service in each
execution, considering the change of consumer and provider (Junior, 2012; Kon, 1999).
Furthermore, in relation to the provision of services, it is more difficult to measure costs due
to their intangible nature (Peter, Pessoa, de Araujo & Peter, 2002).

Law No. 10,520 of 2002 (2002) provides in its sole paragraph of article 1, that
common goods and services are those whose performance and quality standards can be
objectively defined by public notice, through usual market specifications. Common goods and
services are characterized according to their standardization, which means that they can be
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replaced by other goods and services that have the same quality and efficiency standard
(Meirelles, 2016).

Civil construction, in turn, is a sector that has peculiarities in relation to the others
(Colpo, 2016). There is difficulty in completing the works within the given deadline and in
keeping the cost within the value stipulated in the planning phase, which has generated many
studies aimed at identifying the reasons for the delay and the increase in expenses in the work
processes in several countries. In Brazil, based on a recent study on contractual amendments
for public works in universities, federal institutes, and federal university hospitals, developed
by Alvarenga (2019), it was found that inconclusions and/or modifications of projects and
additions of services are the main factors that affect the time and cost of the works.

Therefore, the representation of market complexity will be made according to the type
of object contracted and it is expected that the impact of the performance history will vary
significantly between them. Comparing in terms of complexity, the construction market is
considered to be the most complex, followed by the service and goods markets, respectively.
Therefore:

H2a: the greater the complexity of the market, the greater the influence of the number of past
contracts won on the supplier's performance.

2.3 Past performance and modality complexity

Still on the complexity of the purchasing processes, another factor related to the legal
contracting instrument was raised. It deals with the different bidding modalities related to past
performance. Regulation by Law n° 8.666 of 1993 (1993), the bidding is a legal instrument
for the execution of contracts of works, services and purchases in Public Administration.
Except in cases of waiver or unenforceability, the bidding is used to select the most
advantageous proposal for the acquisition of goods and services through an equal dispute
between competitors (Da Silva Mascarenhas, Gomes & Lopes, 2019).

Decree 10,024 of 2019 (2019) establishes new rules for conducting an electronic
auction. It provides for mandatory use by states and municipalities that receive funds through
voluntary transfers from the Federation. The use of an electronic auction for common
engineering services, a practice already adopted by Executive entities, based on Precedent 257
of the Federal Court of Auditors, is one more requirement among others brought by this
decree. In this way, its relevance as a means of effecting public purchases is perceived and its
use is expected to be even greater in the coming years.

The auction was instituted as a bidding modality in 2002, by Law No. 10,520 (2002),
to complement the other existing bidding modalities. For the purposes of the study, only the
modalities of competition, pricing, invitation, tender, and auction are considered as bidding,
thus excluding the auction session. In other words, there was a differentiation between
bidding, representing the aforementioned modalities, and the electronic auction.

The auction is the simplest form of bidding, both in operational legal procedure and by
legal definition, for the acquisition of simple goods and services compared to the others.
Consequently, other contracts not carried out by auction are considered more complex and are
assumed to have greater influence from past contracts. According to Squeff (2014), there is a
hypothesis that suppliers with the structure to meet the high levels of formality of government
tenders tend to be more prepared for several new contracts, and not just for the provision of
one or a few contracts. Thus:
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H2b: the greater the complexity of the modality, the greater the influence of the number of
past contracts won on the supplier's performance.

3 METHODOLOGICAL PROCEDURES

3.1 Data

The data set used in this research was formed by the totality of contracts signed by the
federal public sector in Brazil, between January 2014 and December 2019, originating from
purchases through bidding procedures. Purchases made through waiver and unenforceability
were disregarded, as they do not fit into the hypotheses of the present study. The time series
chosen represents the period in which the Brazilian economy went through a crisis and, as a
consequence, the purchasing power available to the government could be considered
relatively homogeneous. The year 2020, in turn, was disregarded due to the atypical pattern of
purchases caused by the COVID-19 health pandemic.

The compatibility of the totality of contracts published until December 31, 2019
available on the Transparency Portal, of the Comptroller General's Office, with the
information on the profile of suppliers made available in the Internal Revenue Service of
Brazil, generated a single data set that enables generalizations about performance in public
purchasing contracts in Brazil. For the composition of the mentioned empirical data, three
steps were followed:

1st - Collection on the Federal Government's Transparency Portal - Contract details.
Variables: number of contracts published by supplier, value of contracts (in R$), supplier's
market (type of contract object) and type of bidding. (Portal da transparéncia, 2021a).

2nd - Collection on the Federal Government's Transparency Portal - National Register
of Disreputable and Suspended Companies. Variables: number of sanctions suffered by
supplier. (Portal da Transparéncia, 2021D).

3rd - Mining based on the Internal Revenue Service of Brazil - Open data by CNPJ.
Variables: year of foundation (age), size and main economic activity (code CNAE). (Receita
Federal, 2018).

The database initially had 49,032 contracts. Of these, 1,143 contracts from
confidential suppliers, 102 from international suppliers, and 365 from individuals were
excluded due to the impossibility of matching all variables, in addition to 2,432 contracts with
inconsistencies in the definition of the contracted object. In the end, 44,990 contracts were
recorded, distributed among 15,749 supplier companies which, in six years, totaled 94,494
observations.

It should also be considered that the 1,315 companies in the treated database,
responsible for 7,305 contracts, provided more than one type of object (goods and services,
for example). These companies had their contracts allocated to a single object classification
(good or service, for example), according to their respective main economic activity informed
in the Internal Revenue Service database, through the CNAE code. This made it possible to
answer Hypothesis 2a without excluding the corresponding observations.

3.2 Variables

The effect on current performance was analyzed by the influence of the variable
“performance history” (number of contracts in the previous year (T-1)) on the “number of
contracts” in the current year (dependent variable), respectively, in order to answer
Hypothesis H1. The first variable indicates the influence of past contraction on a supplier's
new contracts, that is, it reveals for each contract that the supplier wins in one year, how many
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contracts it tends to win in the following year. The second variable indicates the number of
contracts signed by each supplier annually. The strategy of measuring the performance of
public sector suppliers through the number of contracts won can also be seen in the studies by
Mamavi et al. (2015), Flynn and Davis (2017) and Saastamoinen, Reijonen and Tammi
(2021).

The effect of complexity was investigated by the explanatory variables “modality” and
“market”. The variable “market” (type of object) is composed of a dummy for each group of
contracted objects, separated into works and goods, while the services market was not
included to be used as a reference. For the “bidding” variable, a dummy equal to 1 was used
for suppliers that used only the modalities of Law n° 8.666/93 (1993) and 0 for the others
(auction modality). Similar variables were also adopted by Squeff (2014), Mamavi et al.
(2015), and Reis and Cabral (2018).

To disaggregate the effect of the performance history between the modalities and
between the markets, the interaction (multiplication of variables) between the number of
lagged contracts (T-1) and the respective dummy variables of the effects of complexity was
used. In this case, the coefficient of number of contracts (T-1) is now interpreted as the
coefficient of the variables that remained as a reference (services market and auction
modality) in the respective regressions. The purpose of this interaction was to answer both
Hypothesis H2a and Hypothesis H2b.

In addition, four control variables were used. The amount of sanction obtained each
year by suppliers is represented by the variable “sanction history”, the variable “value” is
measured by the contracted value (R$). The variable “size”, in turn, represents the size of the
company (dummy equal to 1 for Micro and Small Businesses (MSB) and zero for the others).
Finally, the variable “accumulated capacity” indicates how long the company has been
operating in the market since its opening date (age). These control variables were widely used
in Squeff (2014), Flynn and Davis (2017), Cabral (2017), Reis and Cabral (2018), and
Saastamoinen et al. (2021).

Finally, time fixed effects were introduced through dummy variables referring to the
year of procurement. Although the database used is robust in terms of degrees of freedom, the
objective of controlling for fixed time effects was to reduce endogeneity problems, as
suggested by Bonelli and Cabral (2018).

Table 1, below, presents a summary of the variables used in the study.

Table 1
Description and reference of variables
Variable Definition Reference
Number of contracts Indlhcates }he numb?Ir of contracts signed by  capral, Reis & Sampaio (2015),
€ach supplier annuafly. Flynn & Davis (2017) Mamavi et

Points out the influence of past contracts on al. (2015), Rel_s & Cabr_gl (2015)
and Saastamoinen, Reijonen &

Performance history a supplier's new contracts. Tammi (2021)

Distinguishes the type of bidding modality

between electronic auction and the others. Mamavi et al. (2015), Reis &
Represents the type of object bid (goods, Cabral (2018) and Squeff (2014).
service or works).

Indicates the amount of sanction obtained

Complexity/Modality

Complexity/Market

Sanction history

each year by suppliers. Cabral (2017), Flynn & Davis
Value Measured by the contracted value (R$). (2017), Reis & Cabral (2018),
Size Represents the size of the company. Squeff (2014) and Saastamoinen

Indicates how long the company has been in etal. (2021).

Accumulated capacity the market since its opening date.
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3.3 Estimation methods

Two statistical models were applied to process the data and to carry out the
quantitative analyses. Initially, the classic regression model by Ordinary Least Squares (OLS)
was used. As the independent variable is represented by a count of occurrences of the number
of contracts, estimation was used with the Negative Binomial distribution (NegBin), specific
for these cases, in order to corroborate the results obtained. The significance of the “alpha”
parameter of the negative binomial model was used to confirm the overdispersion of the
response variable. This model is a general case of Poisson regression, since there is an
additional parameter ‘“alpha” that absorbs the heterogeneity between the observations
(Greene, 2003).

The estimated final equation was:

Yie=a+ BY11 +6Xyc +pZs + e

Where:

Y is the number of contracts; the i and t indexes represent the suppliers and the years
analyzed, respectively. Y(t-1) is the number of contracts in the previous year; X are the n
explanatory and control variables; Z are the fixed time effects; and e is the random error. The
regression coefficients were represented by a, 8, 8, and p.

For purposes of comparison with the OLS, the coefficients of the NegBin models were
transformed into marginal effects in relation to the model constant. The estimation made by
this econometric model provides consistent and asymptotically efficient estimators of the
variance parameters (Greene, 2003). Gretl software was used to estimate model parameters.
The levels of statistical significance considered in this study are 1 % and 5 %.

Collinearity was verified by the analysis of Variance Inflation Factors, or VIF, which
did not indicate problems (VIF < 10). Heteroscedastic and serial autocorrelation robust
standard errors were also estimated to overcome the respective problems.

4 RESULTS

Table 2 presents an exploratory analysis with descriptive statistics of the variables
used in the study.

Table 2
Descriptive statistics

Variables Description Mean Star)dgrd Minimum Maximum
Deviation
Performance
Contracts Number of contracts won by the supplier. 0.476 1.507 0.000 121.00
Complexity
Works Dummy equal to 1 for works contracts and 0.146 0.353 0.000 1.000
zero for others.
Goods Dummy equal to 1 for goods contracts and 0.173 0.378 0.000 1.000
zero for others.
- Dummy equal to 1 for contracts that only used
Bidding Law No. 8,666/93 and zero for the others. 0.143 0.350 0.000 1.000
Controls
Sanction history Number of sanctions obtained by suppliers. 0.007 0.109 0.000 7.000
Accumulated L .
. Time in the market, in years. 16.321  10.207 0.301 90.233
capacity
Size Dummy equal to 1 for micro and small 0.751 0.432 0.000 1.000
businesses and zero for the others.
Value Total contracted value, in R$ 9'%19E+ 1,.3E+11 0.000 1,.5E+13
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Table 3 presents the results obtained through the regressions performed by the OLS
and NegBin models.

Table 3

Effect of performance history on supplier contracting
Independent variable: Performance (Number of contracts)
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

OLS NegBin OLS NegBin OLS NegBin
H1: the greater the number of past contracts won, the better the supplier's performance in public
procurement

0.590***  0.110*** - - - -

(0.075) (0.003) - - - -
H2a: the greater the complexity of the market, the greater the influence of the number of past contracts

won on the supplier's performance

No of contracts (T-1) - - 0.630***  0.109*** - -

- - (0.077) (0.004) - -

- —0.345*** 0.005 - -

- (0.083) (0.007) - -

—0.198***  0.050*** - -

- (0.094) (0.008) - -

H2b: the greater the complexity of the modality, the greater the influence of the number of past

contracts won on the supplier's performance

No of contracts (T-1)

No of contracts (T-1) x works

No of contracts (T-1) x goods

No of contracts (T-1) - - - - 0.606***  0.114***

- - (0.073) (0.003)

No of contracts (T-1) x - - - - -0.503***  -0.025**

Bidding - - - - (0.075) (0.010)
Complexity

0.078%*%  0.174%%*  (.187*%%  0.032%** - -
0.023)  (0.012)  (0.037)  (0.008) - -
—0.031*%**  -0.024**  0.069  -0.033*** - -
(0.008) (0.010)  (0.039)  (0.007) - -

Works market

Goods market

Bidding modality (Lei —0.152***  -0.267*** - - 0.062 -0.124%**
n.8.666/93) (0.024) (0.013) - - (0.035) (0.008)
Controls
—_ **k*x *kxk — **k* *xk*k **k*
No of sanctions 0.178 -0.156 0.165 -0.148 -0.174 0.154% %%
(0.030) (0.033) (0.030) (0.033) (0.030) (0.033)
—0.001***  -0.001*** -0.001*** -0.001***  -0.001**  -0.001***

Accumulated capacity (years) o 033 9000)  (0.001)  (0.000)  (0.000) (0.000)

—0.055***  -0.014** -0.049***  -0.019**  -0.051*** -0.013***

Size (0.013) (0007)  (0.014)  (0.009)  (0.013)  (0.008)
1.16E- 141E-  127E-  155E01*  1.15E-  1.55E01*
03*** 00*** 03*** ** 03*** **
Contract value (RS) 0000) (46E-  (Q95E- oo (2656 (255E-
: 01) 04) ' 04) 01)
Constant 0.185%** - 0.159%%* - 0.187%** -
(0.049) - (0.046) - (0.047) -
Alpha - 1.525%%* - 1.575%%* - 1.563%**
- (0.035) - (0.035) - (0.035)
Adjustment criteria
R? / Pseudo R? 0.418 0.254 0.429 0.251 0.427 0.252
AIC 241922  127.922 240513 128521  240.803  128.223
MSE 1.263 0.244 1.241 0.242 1.246 0.241

Note. Robust standard errors in parentheses; *** p<0.01, ** p<0.05. Source: Search results. AIC: Akaike
criterion, MSE: Mean Squared Error
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5 DISCUSSION

The greatest positive correlation was identified between the bidding and construction
variables, since most of the works contracts were executed by companies that supplied only
through the bidding modalities in force in Law 8.666/93.

Regarding the current performance, it was observed that the average number of
contracts per supplier is 0.5 contracts. The maximum amount is 121 contracts from a cellular
mobile phone provider, signed in 2016 by a medium or large company with more than 26
years of experience in the market. Regarding complexity, the contracting of works represents
14.6 % of the total contracts signed over these six years, between 2014 and 2019, followed by
the acquisition of goods (17.3 %) and services, the object most contracted in this period (68.1
%). It is also observed that on average, only 14.3 % of the contracts come from bidding
processes, whose modality is governed by Law No. 8,666/93 (1993). Therefore, 85 % of the
total contracts in this period were signed through an auction session.

Regarding the control variables, it is noted that the maximum amount of sanction
obtained per supplier is 7 per year, obtained in 2019 by a micro-company that supplies
instruments and materials for hospital and laboratory use. As for the accumulated capacity,
the company that has the most experience in the market, considering its opening date, has
been providing life insurance services for over 90 years. The most recent company, in turn, is
also a service provider, but in the engineering area, and was opened in September 2019.

In terms of size, it appears that 75 % of the companies are classified as micro and
small businesses, whose representativeness can be caused by two factors. The first refers to
the growth of entrepreneurship, while the second refers to some recent incentive measures
established by the government in recent years, such as the differentiated treatment for micro
and small businesses established by Complementary Law n°® 123 of 2006 (2006). In terms of
value, the average value of the contracts is R$ 901,000.00.

Regarding the econometric analysis, when comparing the two models it can be seen
that both are well adjusted, providing robust results. It is interesting to note that the reputation
effect is less than 1 in all results, that is, one contract does not generate more than one new
contract.

The estimated results indicate a better fit of the NegBin model by the Akaike criterion
(AIC) and by the Mean Squared Error (MSE) in all comparisons. Regarding the R2 criterion,
the results indicate that the models are reasonably well adjusted, although the OLS R2 and the
NegBin Pseudo R2 are not strictly comparable with each other. It was possible to notice an
overestimation of the coefficients of interest “No. of contracts (T-1)” in the OLS model,
although both are less than one.

As can be seen, past performance has a positive and significant persistence effect on
the current ability of suppliers to acquire new contracts. For each contract won in the current
year, there is a tendency for approximately 0.59 new contracts to be signed in the following
year, according to the OLS model coefficient, and approximately 0.11 new contracts,
according to the NegBin coefficient. Therefore, the first hypothesis (H1) is supported.

In the Brazilian context, the analyzes by Fiuza (2009) illustrate limitations for the
government to obtain the so-called “non-contractable quality” and mention possible
incentives, among which there is the “post-contractual” group. In this group of incentives,
specifically, there is a greater probability of contract renewal or favoring companies that have
a good record of performance in future bids.

A survey carried out in the French federal government by Mamavi et al. (2015),
confirmed that the number of past contracts of a supplier positively influences the acquisition
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of new contracts (coefficient of 0.64), even after the legal amendment that excluded the
performance history as a selection criterion. However, the impact of the number of contracts
won is different and specific to each market. In the case of France, only the works market
showed a positive reinforcement in the obtaining of between 5 and 12 new contracts.
Therefore, this interval was considered as an implicit selection mechanism in choosing the
most efficient and least risky suppliers.

In the models proposed in the present study, the impact of the performance history
also differs between markets, but the result contradicts the order of effect of the proposed
complexity on the theoretical expectation. It was expected that the greater the complexity of
the market, the greater the influence of past contracts won on supplier performance, but there
is an inverse effect. The impact of the interaction between market complexity and historical
performance was greatest in services (0.63) by the OLS model, followed by goods (0.43) and
then works (0.28). In the NegBin model, the impact of past performance on the goods market
is significantly greater than in the others (coefficient of 0.159). There was no significant
difference between the services and works markets.

The result for the goods market is supported by what was verified by Squeff (2014) in
Brazil. This study shows that there is a persistence effect of 0.39, also estimated by an OLS
model, of industrial goods companies recurrently contracted by the government to supply
goods to federal government agencies between 2001 and 2010. According to the author, the
results confirmed that firms that provide more complex contracts (innovative, exporting
and/or with technological efforts) have a lower participation in government purchases.

The impact of historical performance according to the complexity of markets is
greatest in the services market, followed by goods, and finally works. Therefore, H2a is
rejected. A possible explanation for the result found may lie in a more in-depth analysis of the
suppliers' competencies. In this sense, the accumulated experience of public service providers
can facilitate the understanding of the peculiar needs of public managers. In addition, in
practice, these companies can offer proposals according to certain specifications, which are
competitive and have high added value (Bonelli & Cabral, 2018; Cabral, 2017; Reis & Cabral,
2018).

Regarding the interaction between modality complexity and past performance, the
results indicate that contracts signed exclusively through bidding (0.10 by OLS and 0.08 by
NegBin) have less persistence in relation to contracts that were signed at some point through
the application of other modalities not governed by Law 8666/93 (1993) (coefficients 0.61 by
the OLS and 0.11 by the NegBin). Therefore, the H2b hypothesis is rejected. The model
estimated by Squeff (2014) found that public contracts in Brazil are more recurrent when they
occur predominantly via bidding in relation to exemption and unenforceability, when
analyzing industrial goods. However, the same does not seem to be true when considering
goods, services, and works.

A plausible explanation for this result may be the fact that the bidding process,
exclusively regulated by Law No. 8,666/93, is used in more specific cases while the other
modalities, of a simpler nature, are widely used more frequently. In view of this, suppliers, in
general can choose to give preference to this type of event, being attentive to deadlines,
launching of public notices and registration of proposals, being favorable to negotiation with
the objective of remaining in future contracts. Therefore, it is inferred that what is
determining performance are administrative procedures and not the client-supplier
relationship.

Considering the contemporary effect of the complexity of markets and modalities on
the performance of suppliers, it is observed that suppliers in the works market tend to present
a superior performance, with an average number of contracts greater than those of service
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providers. Goods suppliers, in turn, have a lower performance trend. Regarding the modality,
suppliers that had contracts signed through bidding have a lower propensity to perform
contemporaneously than those that signed contracts by auction at some point, that is, a lower
average number of contracts.

All control variables, except the contract value (R$), reflected a negative effect on
supplier performance. Therefore, the greater the number of sanctions obtained, the
accumulated capacity (age) and the size of the company, the lower the tendency of this
supplier to be successful in new procurements. In contrast, the value of the contracts generates
a positive influence on the current performance of the potential contracted.

Reis and Cabral (2018) consider that, as there is no expectation of future gain as a
result of a reliable reputation, the application of sanctions has been shown to be incapable of
directing the behavior of suppliers, since the suppliers who received sanctions in previous
contracts were those whose deadline for delivery of the object of the contract was longer.
However, even in the absence of reputation mechanisms, it is noted that the sanction
negatively affects the acquisition of new contracts by suppliers.

One possible reason for the negative impact of supplier age is that more experienced
suppliers are likely to opt out of bids where the estimated price is undervalued. Thus, more
consolidated suppliers in the market may be less likely to be involved in disputes with
aggressively lower bids (Reis & Cabral, 2018; Tadelis, 2012), consequently obtaining a
smaller number of contracts.

Companies with better liquidity ratios, generally medium and large, tend to prepare
proposals in line with their costs. Therefore, they tend to deal with sustainable execution
proposals with what was previously agreed upon. In this way, they are more likely to maintain
the value of their bids, accepting the risk of not winning the bid (Bonelli & Cabral, 2018;
Tadelis, 2012). Although there is a possibility that this reduction in the level of competition
will benefit micro and small businesses in some way, the models of this study demonstrate
that if the company is classified as an MSB, its performance is negatively affected, so it will
sign fewer contracts.

This result is in agreement with the study carried out by Cabral, Reis and Sampaio
(2015) on the changes promoted by the General Law on MSBs. The study demonstrates that
this new incentive measure contributed significantly to the increase in the participation of
micro and small businesses in bids through electronic auction. However, the probability of
success of these companies in public tenders did not change. Research results by these authors
support the view that the success of MSBs in public purchasing can be hampered by limited
resources and low supply capacity (Cabral et al., 2015; Carpineti, Piga & Zanza, 2006;
Karjalainen & Kemppainen, 2008).

It should also be noted that the higher the value of the contract, the more management
capacity the company to be hired must have. The fact that the supplier signs a large contract,
that is, of high value, demonstrates that they are able to acquire several other contracts of
lesser value. Similarly, the result of the “value” variable has a positive and significant impact
on supplier performance.

Figure 1 presents the main results and possible justifications about the results in
relation to the tested hypotheses.

Revista Contabilidade, Gestdo e Governanca (Brasilia) Special Issue, Oct. 2022
283



| REVISTA CONTABILIDADE, GESTAO E éﬁﬁﬂ!l
JOURNAL OF ACCOUNTING, MANAGEMENT AND GOVERNANCIH
A i Gomes et al. (2022)

Hypotheses Result Possible explanations
Suppliers that have been previously hired are able to
H1: the greater the number of past better understand the process and the needs of the
contracts won, the better the supplier's| Confirmed |contracting party. Thus, they can prepare a
performance in public procurement. competitive proposal and better adjusted to the

requested specifications.

Despite the complexity of the markets interfering with
the performance of suppliers, this influence has not
been proven in the expected order. The greatest
influence is perceived in the service market, possibly
due to the understanding of the public agency's needs
generated by the accumulated experience of service
providers. In the works market, unforeseen events
greater than those foreseen in the planning phase may
occur, making work difficult and inhibiting suppliers,
unlike what happens in the goods market.

H2a: the greater the complexity of the
market, the greater the influence of the
number of past contracts won on the Rejected
supplier's performance.

H2b: the greater the complexity of the The acquisition of new contracts may be being
modality, the greater the influence of influenced by administrative procedures rather than
the number of past contracts won on the client-supplier relationship.

the supplier's performance.

Rejected

Figure 1. Synthesis of the results of the hypotheses
6 CONCLUSION

The present study aimed to analyze whether the performance history of suppliers
influences the obtaining of new supply contracts for the public sector in Brazil. Through the
analyzes carried out, it was found that although a past contract signed by the supplier does not
generate more than one (1.0) new future contract, past performance does have a positive and
significant persistence effect on the capacity of suppliers to acquire new contracts for both
models tested.

The persistence of suppliers was observed, even in an isonomic environment.
Therefore, in view of the results obtained, it is concluded that the past performance of
suppliers, measured by the number of past contracts won, influences the acquisition of new
contracts in the Brazilian context of public purchasing. This finding is in line with that
pointed out by Fiuza (2009) and Mamavi et al. (2015).

It is also noteworthy that the influence of past performance history has a distinction
between market types. However, this does not occur according to the order of complexity
predicted by the study. Therefore open questions remain, which opens precedents for further
studies. Among the main limitations, it should be mentioned that the sample used in the
present study includes data referring to contracts made by the Government, but there is no
information peculiar to the bidding process, such as the number of suppliers participating in
each bidding and the level of competitiveness between them.

In this sense, it would be relevant to analyze the independence of the different groups
interacting the variables with each other to bring new information. Checking, for example,
whether the interaction between size and complexity interferes with the probability of
generating new contracts for the supplier can reveal valuable information, based on a
theoretical framework relevant to the subject. Furthermore, it is suggested that information on
the use of additives, contractual termination, savings generated, and experience in the public
sector be included as variables to improve future research.

From a theoretical perspective, the research contributed to corroborate what the
Theory of Contracts presupposes, by noting that suppliers with better performance tend to be
reused, minimizing the risk of contractual breaches. From a practical point of view, the use of
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the evaluation of previous contractual performance of the bidders as a tiebreaker showed signs
that it can be adapted for the public sector as in the case of mixed capital companies, which is
already provided for by law.

However, efforts should be made to improve the mechanisms so that the impact of
past performance is greater in more complex contracts that demand long-term relationships,
contrary to what the results indicate to occur in Brazil. In summary, the recurrence of
suppliers is concentrated in goods and services, acquired via the auction. Regarding the
formulation of government policies, the development of other performance indicators that can
be widely used in the supplier selection processes is suggested.

Finally, it is believed that the present work contributes significantly to the knowledge
of the area of public purchasing, by looking at the relationship between contractor and
contracted in order to generate the improvement and optimization of purchases.
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Efeitos do Historico de Desempenho na Contratacdo de Fornecedores da Administracao

Publica Federal Brasileira

RESUMO

Objetivo: analisar a influéncia que o desempenho passado dos
fornecedores possui na capacidade atual de obter novos contratos na
esfera pablica brasileira.

Método: adotou-se uma abordagem inovadora na literatura ao analisar
a persisténcia do desempenho dos fornecedores por meio de modelos
dindmicos multivariados. Para a realizacdo das andlises quantitativas,
utilizou-se a estimagdo com a distribui¢do Binomial Negativa e 0 modelo
classico de regressao por Minimos Quadrados Ordinarios.

Resultados: constatou-se que, quanto maior a quantidade de contratos
passados ganhos, melhor o desempenho do fornecedor em contratagdes
publicas. Além disso, observou-se gque essa influéncia varia de acordo
com a complexidade do mercado e da modalidade do processo de
compra.

Originalidade/Relevancia: o estudo inova ao apontar indicios de que a
utilizacdo da avaliagdo de desempenho passado dos licitantes possui
potencial para ser adaptada para o setor publico, o que pode influenciar
no aumento qualidade do servico prestado ou material adquirido pelo
governo.

ContribuicBes Teoricas/Metodoldgicas: o estudo corrobora com o
pressuposto pela Teoria dos Contratos ao apontar que fornecedores com
melhor desempenho tendem a ser reutilizados, minimizando os riscos de
guebras contratuais, mas deve-se buscar aprimorar 0s mecanismos para
gue o impacto do desempenho passado seja maior em contratos que sdo
mais complexos e que demandam relacionamentos de longo prazo.
Contribuicdes Sociais/para a Gestdo: o desenvolvimento de indicadores
de desempenho que possam ser aplicados aos processos de selecdo de
fornecedores pode estimular a criagdo de novas politicas pablicas para
aprimorar a gestao dos contratos publicos.

Palavras-Chave: Contratagdes publicas. Selecdo de fornecedores.
Desempenho
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