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Reverse auctions in public procurement have become an important stage, shaping
the modern “showcase” of Russian state contractual system. The formal rules that
determine conduct of economic entities in this field tend to be an essential factor
underlying development of an efficient competitive environment in the public
procurement quasi-market, which, other conditions being equal, facilitates growth
of well-being for both consumers and producers in Russia. The paper focuses on the
evolution of auction technologies and the underlying legal and requlatory framework
in the modern Russia. A detailed comparative analysis of various auctions methods
used in public procurement in Russia is presented to highlight the rationale of their
transformation. Some formal rules are highlighted that contributed to attaining
a controlled uniformity of procurement mechanisms, which have led to better
predictability and attractiveness of the new market for its participants, and shaped
framework for fighting corruption in the public sector. The pressing factors of corruption
and quality assurance in public procurement are addressed. The issue is becoming
of particular importance since, due to its current administrative reform, Russia is
reviewing its offer for joining the WI0 Agreement on Government Procurement. The
sequence of technological measures in public and municipal procurement, stages
and timeline of procurement procedures are detailed. The role of digitalizing public
procurement in order to enhance transparency in this segment of economic operations
is discussed. The authors have performed a comparative analysis of different types of
e-auctions within the federal regulatory environment in Russia. Any robustness and
balance improvement in procurement procedure selection can be expected only after
mandatory and synchronous electronification of all methods of public procurement in
the Russian Federation.
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Hcnonv3osaHue pedyKyUOHO8 npu 20Cy0apCmBseHHbIX 3aKyNKaxX CMano BAXHbIM SMa-
noM, onpedenAUUM COBPEMEHHOe JIULO POCCULICKOL 20Cy0apcmBeHHOU KOHMPaKmHol
cucmembl. PopmanvHble npasuna, onpedenawujue noseoeHUe SKOHOMUYECKUX (2eHMOB
8 3Mot cepe, CMaIU CYUecmBeHHbIM (PaKMOopom GopMUPOBAHUA SPHeKMUBHOT KOHKY-
DEHMHOU cpedbl KBA3UPBIHKA 20CY0apCMBEHHbIX 3aKYNOK, Ym0 NPU NPOYUX PABHbIX YCI08U-
AX cnocobcmsyem pocmy 6:1020C0CMOAHUA KaK nompebumenet, max u npoussooumerneli 8
cmpaHe. B cmamye npedcmasneHa 38010UUA AYKYUOHHBIX MeXHON02ULL U COOMBemcmsy-
1oue20 HOpMAMUBHO-NPABOBO20 Pe2yUPOBAHUA 8 coBpeMeHHoU Poccuu. B pesynvmame
0emanu3uposaHHO20 CPABHUMENLHO20 QHAIU3A PA3HbIX MemMo008 NPoBe0eHUA AYKYUOHOB
8 CUCMeMe POCCUTICKUX 20C3aKYNOK BbIABNIEHA JI02UKA MPAHCHOPMAYUU AQYKUUOHHBIX mex-
Honoeutl. IToxasaHbl opManbHble Npaswid, KOmopble BHECIU BKIA0 8 0OCMIKEHUe KOH-
mpoaupyemo20 eOUHO0OPA3UA MeXAHU3MOB OCYWECMBIeHUA 3aKYNOYHOU 0eamenbHOCMU,
Ymo no3soauno obecneyums 60bULYI0 NPedCKa3yemMocms U NPUBIeKamenbHOCMb HOBO20
PbIHKA OJ1 Y4ACMHUKOB, CO30a/I0 PAMOYHbIe YCI08UA U NPeonocbLIKU 0l 60pbbbl C KOp-
pynyuet 8 2ocyoapcmseHHoM cekmope. Paccmomperbl pakmopsl KoppynyuozeHHocmu u
obecneueHus Kauecmsa 8 cgpepe 20C3aKyNoK. Imo umeem ocoboe 3Ha4eHue 8 YCI0BUAX NO0-
20mosKu K npucoeduHeHuto PP k Coenaweruro BT0 0 2ocyoapcmserHHbix 3akynkax. B pabome
npusodumca nocnedo8amesnbHOCMb MEXHONI02UHECKUX Meponpuamuti 20cy0apcmseHHbIX U
MYHUYUNQTbHBIX 3aKYNOK, 3Manbl U CPOKU NPOBEOeHUA 3aKyNo4HbIX npoyedyp. IIokazaHa
POTb 3NEKMPOHU3AYUU 8 NOBBILUEHUU NPO3PAYHOCMU OaHHOU chepbl X03ATUCMBOBAHUA.
ITpusodumces cpasHuUmMenbHbIl AHAIU3 PA3HOBUOHOCMEU 3/IeKMPOHHO20 AYKUUOHA, BCMpe-
YasWUXCA 8 pamMKax edepanbHoli HopmamusHoll 6asvl PP. OxudaHus pocma coanaHcu-
DOBAHHOCMU NPU BbI6OPE 30KYNOUHBIX NPOUEYP BO3MOXHbI MOJILKO NOC/Ie 0083amMenbHOU
U eOUHOBPEMEHHOT 3NIeKMPOHU3AYUU BCeX Cnocob08 20cy0apcmBeHHbIX 3aKynok 8 Poccuu.

Knwouesbie cnosa: aykyuoH, 20cy0apcmseHHble 3aKyNKU, 20Cy0apcmseHHoe peay-
JIUPOBAHUE; SKOHOMUYECKAS NOAUMUKA; 3)GeKmuUBHOCMb KOHMPAKMHOU CUCTMEMbL
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Introduction

During the transition from the Soviet system of directive planning to the market prin-
ciples of satisfying public needs, public procurement has become a regulatory area with
high corruption capacity (Belokrylov, 2017; Detkova, Podkolzina & Tkachenko, 2018; Ma-
kovleva, 2018; Sirotkina & Pavlovskaya, 2017; 2018; Balaeva & Yakiovlev, 2017). This is
due to a specific market environment: the market of monopsonist buyer that can choose
the seller, the type of product, its quality and other parameters of a deal based on one’s
personal preferences. Since the state is the largest buyer in Russia, reqularizing the con-
duct of economic agents in this field is an essential factor underlying development of
an efficient competitive environment (Ostrovnaya &Podkolzina, 2015; 2018) and market
performance, facilitating the growth of consumer as well as producer well-being in Russia.

The stage of hammer (classic) and electronic reverse auctions in public procurement
was important: during that period the modern face of Russian public contractual system
was shaped (Anchishkina, 2017; Melnikov, 2008; Yakovlev, Tkachenko, Demidova & Balae-
va, 2015). With all known technological and conceptual controversies (Hyytinen, Lund-
berg & Toivanen, 2018; Kettunen & Kivak, 2018), introducing the auction mechanism was
a considerable contribution to achieving controlled diversity of procurement technology,
enabling predictability and attractiveness of the new market for the participants, which
created the framework conditions and prerequisites to counter corruption in the public
sector as well as foster further digitalization of procurement procedures (Rymanov, 2014).

Evolution of auction technologies is in the focus of the paper. Comparative analysis of
various auctions methods used in public procurement in Russia is presented.

Introducing auction mechanisms under the law on public procurement

According to the structure of procurement methods under No. 94-FZ Federal Law, there
was a separate tentative group of competitive bidding, including tenders and auctions®.
They were understood as an absolutely correct method of procurement, choosing which
did not require any particular preliminary conditions. Other methods of placing orders
could be used only as an exception specified in the Law.

A superficial glance at the Law could lead to an assumption about possible equal sta-
tus of tenders and auctions as varieties of competitive bidding. Article 10 Part 4 of the
Law stated, however, that the Government of the Russian Federation must specify a list
of products procured exclusively through auctions. When the relevant directions were ad-
opted?, it became obvious that due to the exhaustive list the role of tenders is reduced
to the minimum. Its subjects become acquiring non-standard products, under particular
customer requirements that could not be found on a competitive market, and when it was
not possible to determine the winner based only on the price.

The choice of the open auction procedure was determined by the needs to comply with
the conditions of the auction list approved by the Government as well as the applicable
norms of the Law?.

Open auctions had the following sequence of steps (Chapter 3 Articles 32—40):
Making a decision to organize an auction.

Conducting market research.

Establishing an Auction Commission.

Drafting an auction notice and documentation.

Publishing the auction notice.

Issuing the auction documentation.

Responding to requests for explaining the auction documentation.

Nk WD =

! This approach was in line with Articles 447-449 of the Civil Code of the Russian Federation.

2 No. 609-r Directions of the Government of the Russian Federation of 15.05.2007; later replaced with No. 236-r Directions
of RF Government of 27.02.2008.

From 1 January 2011 “hammer” auctions were replaced with open electronic auctions mandatory for all public and
municipal customers.
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8. Publishing explanation on the official web-site.

9. Registering auction bids.

10. Evaluating bids.

11. Signing the Bid Evaluation Protocol and publishing it on the official web-site.

12. Performing the auction.

13. Publishing the auction Protocol on the official web-site.

14. Handing a copy of the Protocol and draft contract to the winner.

15. Concluding the contract with the winner.

16. Forwarding information about the contract to the body (at the relevant level) au-
thorized to keep the Contract Reglster

The timeline of the above events is given on Fig. 1.

Auctions were performed by a customer or an authorized body in the presence of the mem-
bers of the Auction Commission, who elected an auctioneer by majority vote®, as well as registered
procurement participants recognized as auction bidders. Since the auctions for product procure-
ment for public needs were the so-called Dutch auctions, the procedure was to reduce the initial
maximum price (IMP) specified in the notice by the “auction step”. Initially the “step” was set
at 5% of IMP and then reduced each time by 0.5%, when there were no offers form the bidders.
The procedure continued until the last “step” at 0.5% IMP. If no bidder raised a card after triple
announcement of the price by the auctioneer with 0.5% step, the auction ended.

Other conditions being equal, the person who offered the lowest contract price would
become the winner. At the same time, the Law embedded a mechanism for a transition
from the buying auction to the auction for selling the right to conclude a contract, which
in some cases allowed paying the customer for the right to become a supplier.

No less than 20 days Bid filing No more than Within 3

before the bid filing deadline 10 days days after
) 1 day 1 day
deadline signing the
Art. 33, p.1 Art. 37 p.8 Protocol
Art. 37,p. 7

Art. 36, P. 1-3

Auction Commission
official site
Filing auction bids
winner

Developing auction documentation, establishing the
Deadline for accepting the auction bids

Evaluating the auction bids, signing the Evaluation
Protocol and publishing on the official site (on the last
day)
Performing the auction, signing the Auction Protocol
Publishing the Auction Protocol on the official site
Handing the Protocol and a draft public contract to the

Publishing an auction notice and documentation on the

v

Concluding public (municipal) contract of publishing the Protocol on the site
and no later than 20 days

No earlier than 10 days after the date

Art. 38 p.1.1 and Art. 528 p.4 of the Civil
Code of the Russian Federation

Fig. 1. Stages and timeframe for open auctions under No. 94-FZ Federal Law (Ch.3)

4 A person who had the necessary skills and was responsible for an auction was made a member of the Auction Commission
in advance.
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The surety was returned to all bidders within five working days after signing the Pro-
tocol except the winner and the person who made the second last contract price offer.
The bidders with the best bids received sureties within 5 days after the date of concluding
the contract with the winner. If the latter refused or did not manage to provide contract
surety (in case of such requirement), surety would not be returned to the evader, and the
contract would be offered to the bidder who made the second last bid.

Apart from efficient spending of public and municipal funds, a rationale of No. 94-FZ
was fighting corruption. The newest Russian public procurement practice demonstrates
plenty of cases of inefficient use of public resources. The main corruption factors behind
the norms of the Law include a possibility to overrate prices in order placement coupled
with lack of control over the procured products.

The controllers were forced to admit that in spite of detailed procurement technologies, the
current legislation does not truly prevent inefficient or off-target use of public funds. Accord-
ing to Rosfinnadzor [the Federal Service for Fiscal and Budgetary Supervision], in 2004-2008
the scale of violations in public procurement increased by 8 times while “budget expenditure”
increased approximately by 3.5 times (Tovkailo, 2010) In 2010 the RF President was officially
made aware that the share of “lost” money in the Russian public procurement system reaches
up to 20% — 1 trillion RUB (in conservative estimates) (Pismennaya, 2010) This is not about
stealing; this is about “inefficient” spending when No. 94-FZ Federal Law applies®.

With broad introduction of the main “hope” of the basic law — open auctions in the
electronic form (Ch. 3.1 No. 94-FZ) some positive changes took place in the procurement
practice®. In a number of cases e-auctions became a good medicine against bid-rigging
cartels between bidders as well as bidder-customer collusion. A trend emerged towards
growing number of procurement bidders accredited at the five official trading sites.

E-auctions decrease considerably the customer’s rent-seeking ability — engaging the admin-
istrative resource at the expense of potential suppliers to the state. It became possible through
the procedures distancing representatives of state bodies from bidders: publishing auction no-
tice on the web-site, filing 2-part bids and raising a barrier in the form of the site operator that
directly performs the auction procedure’. The information exchange mechanism between the
official web-site and the trading sites was used to build up the public and municipal procurement
information system in Russia as the “one-window” system, significantly increasing transparency
and competitiveness of the segment and providing the unity of economic space.

A brief description of the technology for open e-auctions under Chapter 3.18:

1. Making a decision on procurement at an open e-auction (OEA).

2. Conducting market research regarding the required goods, works, services to deter-
mine the initial contract price.

3. Establishing an Auction Commission.

4. Drafting an OEA notice and documentation; approving OEA documentation.

5. Publishing OEA notice on the official web-site (including an e-site) and other mass
media at the customer’s discretion. Publishing OEA documentation.

6. Sending and providing OEA documentation.

7. Responding to requests about explaining auction documentation.

Examples from the recent Russian practice of non-efficient public procurement are described, for instance, in (Melnikov,
2015: 154-155). A case on procurement of the state-of-the art aircraft for the needs of USA DoD proves that inefficiency
and corruption are not unique Russian diseases (Tucker, 2014). Seeking and refining an optimal model was not an easy task
anywhere (Choi, 2003; Shadrina & Romanova, 2017; Popa, 2018).

% For federal customers the pilot period of e-auctions started on 1.01.2010 in accord with the list approved by No. 1996-r Directions
of RF Government of 17.12.2009 (in view of No.1157-AIT/[122 Explanatory Letter of the Ministry for Economic Development
and FAS “On the Procurement Procedure for Federal Public Needs” of 01.02.2010). The mandatory transition from “hammer” to
e-auctions started on 1.07.2010, and for regional and municipal customers — with a half-year delay, from 1.01.2011.

A reservation should be voiced here: on highly concentrated markets with poor competition the ability of customers to
influence the auction outcomes as well bid-rigging potential are maintained.

The reservation (a reference to the Chapter) is necessary since under No. 94-FZ auction were also performed in accord with
Article 41. Only general terminology was given so often auctions carried out in different regions could vary significantly
by a range of elements. Another distinguished feature was lack of control over trading sites’ operations.
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8. Publishing explanations on the official web-site.

9. Accepting OEA bids (by e-site operator).

10. Registering bids and blocking funds as a surety (by e-site operator).

11. Evaluating the first parts of the bids (characteristics of supplied products) and
drawing No.1 Protocol.

12. Performing the e-auction (by e-site operator).

13. Publishing the Auction Protocol (No. 2 Protocol) on the e-site.

14. Evaluating the second parts of the bids (information about the bidders) and pub-
lishing OEA outcome Protocol (No.3 Protocol).

15. Handing the draft contract over to the winner via the e-site operator.

16. Forwarding the contract signed by the winner to the customer via the e-site opera-
tor with a contract security instrument.

17. Signing the contract by the customer and forwarding it to the winner via the e-site
operator.

18. Forwarding information about the contract to the body (at the relevant level), au-
thorized to keep the Contract Registers.

The timeline of the above events is given on Fig. 2.

The following working
day after expiry of 2
days from the

deadline for N han 6 d
" ; o more than ays
No less than 20 days to the bid No more than 7 days evaluating the .ﬂm ;
parts of the bids if IMP>3 m Rub,

acceptance deadline if IMP>3 m Rub or Art.41.9P.24,6 no more than 4 days
no less than 7 days if IMP<3 m Rub; Art. 41.10P3-18 if IMP <3 m Rub
Article 41.5 P.1-2.
A

|
}

/_H

-~

Drafting auction documentation, establishing the
Auction Commission
auction documentation on the official web-site
Filing auction bids
and transferring to the e-site operator
Performing the auction
Evaluating the second parts of the auction bids,
signing the Protocol

the Protocol of evaluating the first parts of the bids

[
The deadline for accepting the auction bids
|
Evaluating the first parts of the auction bids, signing

Publishing a notice about an open e-auction and the

v

U 4y
£ ©°
T o2 Customer hands an unsigned draft contract over
g S o h g Within 5 days;
) . .
2 g 3 to the auction winner Art41.12 P2
£2%
T = =2
o B —
= 2=
c o 9 N
T 2 E . o
S8 9° The signed contract is given to the customer
o — . .
gag = Within 5 days;
QL Z
o< 8§ ¢ Art41.12 P.4
g 28 <
© b=
52 9
] . - . .
9 8 ¢ The signed contract is given to the auction winner
°c 29 8 g Within 3 days;
o]
2P o = Art. 41.12P.6
c 2
on (O
» ©

Fig. 2. Stages and timeframe for open electronic auctions under No.94-FZ Federal Law (Ch. 3.1)
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Regarding the contracts concluded upon the OEA outcome, the situation is complicat-
ed by presence of the third party’s document flow between the customer and the winner.
E-site practices showed that an additional link in these relations could have led to techni-
cal errors preventing contracts (Kornilov, 2012).

A contract following an e-auction also must be concluded in the electronic form that
is recognized as the original. Customers had no right to demand suppliers resign its paper
copy.

E-auctions under Article 41, which existed in parallel until the end of 2010, were not
regulated in that many details. A comparative analysis of these procurement methods is
presented in Table 1 below.

Table 1

Comparative analysis of e-auctions performed in accord with No.94-FZ Federal Law
(Article 41 and Ch. 3.1)

Comparison

held

authorized e-sites

Article 41 Ch. 3.1 Comments
parameter

Validity period of Article 41 was
established by the law, although

Validity period Till 1 July 2010 No limit many regions [subjects of the
Russian Federation] were in favour
of extending it

Who may apply | Federal, regional Only federal According to the law, auctions under

municipal customers till June | Chapter 3.1 can be performed only
customers 2010 (inclusive), |on the authorized sites. Currently
everybody - from |there are three authorized sites to
1.01.2011 hold auctions for federal customers.
Where can The Ministry of Economic
e-auction be Any e-site Only the Development selects five national

operators of e-sites

Under Chapter 3.1 of the Law,

the official web-
site

be published on
e-sites

Payment for the an e-site conducts auctions for

site services by Set by e-sites No charges customers free-of-charge - a fee

customers (no more than 3000 RUB) is charged
from the auction winner

Period 22 days Depends onthe |The periods of e-auctions

initial maximum  |under Article 41 and Ch. 3.1 are
contract price comparable
(minimum — 23 days)
E-auctions under Ch. 3.1 have three
stages: — first evaluation; e-auction
on the site; second evaluation and
determining the winner.

Stages 1stage 3 stages Under Article 41 the winner is
determined based on the outcome
of a 1-stage e-auction, bids are not
evaluated

Publishing Until 1 Jgnuari/j Publication of auction information

information on . 2011 notice an under Ch. 3.1 s regulated by the

Required protocols had to

norms specified in the Chapter and
Article 65 of No. 94-FZ Federal Law
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Table 1 continuation

Comparison Article 41 Ch.3.1 Comments
parameter
Commission No Yes The convenience of Article 41 for
customers was that the procedure
did not provide for collegial
Meetings of the 0 ) decisions, so the law does not
Commission require forming a Commission. The
Commission met only if auction was
conducted under Ch. 3.1
E-signature for In accord Mandatory No. 179 Decree of the RF
with the sites Government of 17.03.2008 provided
customers . .
regulations for use of e-signature or other
E-signature for In accord Mandatory analogues of true signature in the
procurement with the sites course of e-auctions
bidders regulations
Article 41 did not provide for
Evaluating bids bids evgluation; the.custom.er
No Mandatory determines the auction subject, the

for e-auctions

site operator registers (or declines)
procurement bids

Limitations with
regard to the
initial contract
price

1 million RUB

No limitations

1 m Rub limitations of the initial
contract price or lots are specified
in Article 32 of the Law for auctions
held in accord with Article 41 of the
Law

A possibility to determine lots is

Dividing into lots Possible Possible .
provided for
The upper and
lower step margins .
Auction step No are set at 0.5-1% A:uc;c;):; ;Jtr;delzlr Ch. 3.1 havean
of the initial P
contract price
Bid filing . Ch. 3.1 reduced the interval for
. 1 hour 10 minutes 1 .
interval filing price offers
According to Article 41, auction
Auction documentation is not drafted. A cus-
. No Yes .
documentation tomer prepared a notice and enclose
a draft contract at one’s discretion
Publishing 1 Protocol 2 Protocols + | Under Article 41 only 1 Protocol is
Protocols Auction Protocol |drawn that is published on the web-
- . Signed by members | site. Under Ch. 3.1, before 1 January
i}g:mgl S1gnes l?%/ trhe of the Commission | 2011 all Protocols are published on
otocots custome and the customer |e-sites
Auction bid No Mandatory Ch. 3.1 specifies mandatory auction
surety bid surety
At the customer’s . .
. - The customer makes a decision on
discretion; the | Atthe customer’s ,
Contract . . contract performance surety at one’s
customer must | discretion; except | . . P
performance . i peiee s discretion; however, “executor’s
undertake, in | liability insurance | . . :, "
surety liability insurance” is excluded from

particular, liabil-
ity insurance

(excluded by law)

Ch. 3.1 as a type of surety
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Table 1 continuation

Comparison Article 41 Ch. 3.1 Comments
parameter
Under Article 41 customer liability
can arise only if the customer
committed a violation failed to
follow the procedure drafting a
. notice (for example, naming a
E:;zger Drafting a notice At aslt:gu:;aon trademark without the words “or
an equivalent”). Under Ch. 3.1 a
customer is liable for specifying
recruitments in the auction
documentation, for allowing bidders
to participate in procurement, etc.
At the stages of |Article 41 does not specify
.. bids evaluating |Commission liability
Commission .
liability No and §electmg
the winner of an
e-auction
Possibility to Ch.3.1 provides for a possibility to
conclude a conclude a contract with the single
contract with a No Yes e-auction bidder, as well as with the
single auction bidder that offered the second best
bidder price after the contract winner. This
Possibility to is a serious advantage of Ch. 3.1
conclude a over Article 41.
contract with
the bidder that
offered the . No Yes
second best price
after the winner
if the winner
evades the
contract

Source: Seredintsev, 2010.

Transferring public procurement into the electronic format was an important step in
the incremental evolution of Russian national procurement system, leaving increasingly
less loopholes for corruption in the bidding mechanisms, which, however, did not guaran-
tee procurement efficiency and defeating corruption in principle (Melnikov, 2011; 2012).

At the same time, increased transparency and technological advancement of e-auc-
tions incurred some additional difficulties for the participants. Apart from concerns about
interaction with state bodies, potential suppliers had to overcome reluctance to bid in e-
auctions online. They also should take care of accreditation with an e-site, have back-up
internet access in case of any network failures, reserve financial resources as auction sure-
ty, and study the rules and mechanisms of the new procurement technology and so on.

For the regulators the attitude to the reform was determined by a considerable reduc-
tion of the contract costs against the sums initially allocated for this purpose in the bud-
get, which often had an adverse impact upon the quality of the procured products and still
could not block inefficiency and corruption at the stage of contract execution and product
supplies. Understanding that one of issues in auction inefficiency is reducing the procure-
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ment requlation system to contract signing, introducing the product supply period in the
scope of the law could be the next expected logical step of public authorities.

The auction mechanism of No. 44-FZ Federal Law

Drafting the law on contractual system and waiting when it comes into force was a
period of intensive discussions of the public procurement technology development in
Russia’. The valid procurement rules specified in No. 94-FZ Federal Law were quite disap-
pointing: customers could not timely purchase the required products, users complained
about consistently poor quality of the products, suspires were not keen on participating
in procurement procedures due to the risk of delays payments, expected additional cor-
ruption costs or simply fear to waste time; and government officials and the President
accused the established procurement system of inefficiency and even failures of the tax-
and-expenditure policy.

The scope of No. 44-FZ Federal Law was expanded considerably (Fig. 3). It covered
procurement planning, selecting suppliers (from publishing a notice to signing a contract
with the winner), product procurement (supply) until a contract is executed by its parties,
as well as recording and tracking the results (Fig. 4).

Procurement planning d Placing orders N iExecuting a
! : contract
I ]
| |
: The scope of No.94-FZ ! l
Recording andi Acqlepting and using
tracking the results [~ ] ~the contract results

Monitoring and audit

Enforcement control

Fig. 3. Processes within the public and municipal procurement system under
No. 44-FZ Federal Law (Mavlyukeev, 2013: 6)

DEFINING SUPPLIERS (subcontractors, executors)

Procurement

: Publishing a notice Qualification of Contract
planning | 13| (sending invitations) || procurement bidders || concluding
and deciding who the procedure

winner is

_____________________________________________________________________

Registering and tracking PROCUREMENT
i .
the contractual results < Executing a

1
1
! contract
1
1

Fig. 4. Stages of public and municipal procurement under No. 44-FZ Federal Law

The law on contractual system is aimed at creating a situation when a customer has
at least one official professionally dealing with procurement. Under the law, customers,
whose consolidated annual volume of procurement exceeds 100 million RUB, must form
contractual services (specialized units or assign the relevant responsibility to staff of

° On the concept of establishing and developing the contractual system in Russia and international experience in this field
see, for instance: ipamm.hse.ru/upload/download/library/wp8-2011-02.pdf (Golovschinsky & Shamrin, 2011).
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other departments), and if their consolidated annual volume of procurement is less than
100 million RUB, the law provides for appointing such an official — a contractual manager.
It is expected therefore, that over the long term there will be a minimum number of random
persons who were given an extra workload in addition to their main job responsibilities.

Customers have an obligation to set recruitments for auction bid surety that can be
either deposited monetary assets or a bank guarantee!® at 0.5-5% IMP*'. In No. 94-FZ
Federal Law, auction bid surety was interpreted as a customer right (Article 20 Part 4 and
Article 32 Part 5 of No. 94-FZ Federal Law).

The e-auction procedure under No. 44-FZ Federal Law, mostly repeats the open e-auc-
tion norms given in Ch. 3.1 of No.94-FZ Federal Law “On Public Procurement...”. The “auc-
tion list” set by the RF Government remains the basis upon which a customer chooses this
procurement technology. As we already emphasized, however, customers have the right to
employ this method of procurement for other products at their discretion.

A brief description of the e-auction technology:

1. Timely reflecting information about the procured products by a customer, as well
as possible changes to the procurement plan and the schedule.

2. Making a decision on procurement through an e-auction.

3. Establishing the Auction Commission.

4. Drafting a notice on the e-auction, devising and approving documentation. Pub-
lishing a notice about organizing an e-auction, documentation in the unified information
system and publishing in other mass media at the customer’s discretion.

5. Forwarding and providing e-action documentation.

6. Responding to requests about explaining auction documentation and publishing
the answers in the unified information system.

7. Accepting the e-auction bids (by the e-site operator).

8. Registering bids and blocking funds as surety (by the e-site operator).

9. Considering the first parts of the bids (characteristics of the supplied products),
drafting No.1 Protocol and publishing it on the e-site and in the unified information sys-
tem.

10. Holding an e-auction (by the e-site operator).

11. Publishing the Auction Protocol (No. 2 Protocol) on an e-site.

12. Considering the second parts of the bids (information about participants) and
publishing the Protocol for summing up the outcome of the e-auction (No.3 Protocol) on
the e-site and in the unified information system.

13. Signing the contract at the e-site:

e forwarding a draft contract to the winner;

e forwarding a singed contract to the ordering party, providing further documents

on contract support;

® signing the contact by the customer and sending it to the winner.

14. Forwarding data about the contract to the body (of a relevant level) that is autho-
rized the keep Contract Registers.

The timeline of the above events is given on Fig. 5

It is expected that the main goal of auctions for public and municipal procurement of
goods, works, services is to reduce the contract price to the maximum. The contract price
is the only criterion based on which the winner is determined. At the same time, No.44-FZ
Federal Law introduced a discouraging standard at first glance: Article 37 — “Antidumping
measures in tenders and auctions”. If a participant of competitive methods of determin-
ing the supplier wishes to reduce a contact price by 25% and more, then, other conditions
being equal, the contract surety must be 1.5 times higher™.

10" In e-auctions, judging from technology — only as funds transfer.

' In a short e-auction for procurement products for no more than 3million RUB — 1% of IMR.

12 If IMCP is below or equal 15 m RUB suppliers can ease their life providing information that confirm their good faith, if
such was specified in the procurement documentation and provided in advance by the bidder as part of the bid.
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Fig. 5. Stages and time frame for e-auctions under No. 44-FZ Federal Law

On the one hand, customers in e-auctions ask bidders to reduce the price to the maxi-
mum; on the other — think about the consequences. This measure is an obvious result of
deficiencies in the concept of the law when the most widespread procurement technology
a priori causes the legislator’s concerns with regard to supplying low quality products or
inability to execute the contract in principle.

Table 2
Comparative analysis of e-auction procedures*?
Comparison Open auction in the
Item L electronic form (Ch. 3.1. Electronic auction (No. 44-FZ)
criteria
No. 94-FZ)
1. |Stage of planning |Mandatory, publishing | Mandatory, compiling, approving and keep-
schedules ing procurement plans and schedules
(Art.16 P. 5.1) (Art.16,17, 21).
2. |Norm-settingin |No Mandatory in view of the by-laws
procurement (Art. 19)
3. |Public discussion |No Mandatory in the cases determined by the
of procurement by-laws
(Art. 20)

13 Compiled by the authors. No.44-FZ as of December 2014. A comparative analysis of e-auctions under Art. 41 and Ch. 3.1
of No. 94-FZ is given in Table 2.
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Table 2 continuation

Open auction in the

Item ComP anson ! electronic form (Ch. 3.1. Electronic auction (No. 44-FZ)
criteria
No. 94-FZ)
4. |Specialized orga- |Customer can engage a|Customer can engage a specialized organi-
nization specialized organization | zation on the basis of a contract to perform

to perform procurement
functions
(Art. 6 P.1)

particular functions to select a supplier,
particularly, to draft auction documenta-
tion, perform other functions related to
the procedure of determining the supplier
(subcontractor, executor).

(Art. 40 P.1)

5. |Experts, expert Customers can engage Customers engage experts, expert organi-
organizations independent experts, zations in the cases specified by the law.
chosen in line with the | (Art. 42 P.1)
current Federal Law.
(Art. 9 P.12)
6. |Initial (maximum) Sources of information |Limitations for small business, socially ori-
contract price about the prices of ented, non-profit entities: the (maximum)
goods, works, services | contract price should not exceed 20 m RUB
can be state statistical |In other cases MCP is determined and jus-
reporting data, the of- [tified by the customer using the method
ficial web-site, Contract | specified in the law
Register, information | (Art. 22 P.1)
about manufacturer
prices, market research
findings in open access,
market studies. They
also have a right to
estimate the maximum
contract price on their
own
(Art. 19.1 P. 1)
7. |Auction Commis- |Mandatory Mandatory
sion (Art. 7 P.1) (Art. 39 P.1,3)
8. |Minimum At least five persons At least five persons
number (Art. 7 P.3) (Art. 39 P.3)
of Commission
members
9. |Bid surety Bid surety for an open 0.5-5 % IMP. If IMP does not exceed 3 m

auction cannot be less
than 0.5% and cannot
exceed 5% of the initial
(maximum) contract
price (lot price). Small
companies: cannot ex-
ceed 2% of the initial
(maximum) contract
price (lot price).

(Art. 41.1 P.5)

RUB - 1% IMP
(Art. 44 P.14)
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Table 2 continuation

Open auction in the

Item ComP anson 1 electronic form (Ch. 3.1. Electronic auction (No. 44-FZ)
criteria
No. 94-FZ)
10. |Contract surety |Contract surety cannot|Contract surety is specified in the auction

exceed 30% of the initial
(maximum) contract price
(lot price), specified in
the notice on an auction
in the electronic form,
but cannot be less that
the advance payment (if
a contract requires an ad-
vance payment), or if the
advance payment exceeds
30 % of the initial (maxi-
mum) contract price (lot
price), the contract sure-
ty cannot be 20 % higher
that the advance payment
and cannot be less than
the advance payment.
If the initial (maximum)
contract price (lot price)
is more than 50 m RUB,
the customer, the autho-
rized body must set the
contract surety require-
ment at 10-20 % of the
initial (maximum) con-
tract price (lot price), but
no less than the advance
payment (if a contract
requires an advance pay-
ment) or if the advance
payment exceeds 30 %
of the initial (maximum)
contract price (lot price),
no higher than 20 % of
the advance payment, but
no less than the advance
payment.

(Art. 41.5 P.11)

documentation.

Contract surety must be 5-30 % of the
initial (maximum) contract price, specified
in the procurement notice. If of the initial
(maximum) contract price is more than 50
m RUB, the customer must set a contract
surety requirement at 10-30 % of the ini-
tial (maximum) contract price, but no less
that the advance payment (if a contract
requires an advance payment). If the ad-
vance payment is more than 30% of the
initial (maximum) contract price, the con-
tract surety is equal to the advance pay-
ment.

(Art. 96 PP. 1-10; Art. 64 P.1 CL. 8)

11.

Negotiations with
participants

Not allowed if create pref-
erential conditions for
participating in an open
auction in the electronic
form and (or) conditions
for disclosing confiden-
tial information

(Art. 41.1 P.6)

Not allowed if as a result of the nego-
tiations atux preferential conditions are
created for participating in an electronic
auction and (or) conditions for disclosing
confidential information .

(Art. 46 P.2)
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Table 2 continuation

Open auction in the

Item ComP anson ! electronic form (Ch. 3.1. Electronic auction (No. 44-FZ)
criteria
No. 94-FZ)
12. |Document flow In the electronic form;|In the electronic form; documents must

documents must be signed
with a fortified electronic
signature (Art.41.2 P.2) (or
an electronic signature un-
der No. 1-FZ of 10.01.02)

be signed with a fortified electronic sig-
nature (Art. 60 P.1-2)

14.

Fee for accredit-
ing at an e-site
for participating
in an auction

Bidders are not charged.
Charging the person with
whom the contract is con-
cluded

(Art. 41.1 P.4)

Bidders are not charged. Charging the per-
son with whom the contract is concluded
(Art.59 P.6).

15.

Participants ac-
creditation

Mandatory. To obtain ac-
creditation, a procurement
bidder submits documents
and data required by the
law to the e-site operator
(Art. 41.3 P.1,2)

Mandatory. To obtain accreditation, a pro-
curement bidder submits documents and
data required by the law to the e-site op-
erator

(Art. 60 PP. 1,2).

16.

Making decisions
on accrediting
participants

Within 5 working days
(Art. 41.3 P.4)

Within 5 working days
(Art. 61 P.4).

17.

Declining accredi-
tation

Failure by the bidder to
provide documents and
information or providing
documents that do not
meet the requirements set
by the law of the Russian
Federation.

(Art. 41.3 P.6)

Failure by the bidder to provide documents
and information or providing documents
that do not meet the requirements set by
the law of the Russian Federation.

(Art. 61P. 6).

18.

Notice

A notice is published on
the official web-site no
less than 20 days before
the deadline for filing auc-
tion bids.

(Art. 41.5 P.1)

If IMCP does not exceed 3
m RUB, a notice must be
published no less than 7
days before the deadline
for filing auction bids.
(Art. 41.5 P.2)

A customer publishes a notice about an e-
auction in UIS.

If IMCP does not exceed 3 m RUB, a cus-
tomer published a notice about e-auction
in UIS no less than 7 days before the dead-
line for filing auction bids.

If IMCP exceed 3 m RUB, a customer pub-
lished a notice about e-auction in the Uni-
fied Information Ssystem no less than 15
before the deadline for filing auction bids.
(Art. 63, PP.1, 2, 3).

19.

Changes to a no-
tice

Allowed, no alter that 5
days before the deadline
for filing auction bids;

No changes to the auction
subject, the changes must
be published on the offi-
cial web-site within 1 day
(Art. 41.5, P.5)

Allowed, no alter that 2 days before the
deadline for filing auction bids;

Changing the auction subject is not al-
lowed, the changes must be published in
UIS within 1 day (Art.63, P.6).
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Table 2 continuation

Open auction in the

Item ComP anson | electronic form (Ch. 3.1. Electronic auction (No. 44-FZ)
criteria
No. 94-FZ)
20. |Extending the The deadline for filing bids | The deadline for filing bids for an e-auc-
deadline for bids |for an open auction must|tion must be extended so that the period
filing if changes |be extended so that the |from publishing the changes to the notice

are made to the
notice

period from publishing
the changes to the notice
about the open auction
on the official web-site
to the deadline for filing
the open auction bids is
no less than 15 days, or if
IMCP does not exceed 3 m
RUB, no less than 7 days.
(Art. 41.5, P.5)

about the auction in UIS the deadline for
filing the open auction bids 15 is no less
than 15 days, or if IMCP does not exceed 3
m RUB, no less than 7 days. (Art.63, P.6).

21.

Auction documen-
tation

Yes, meets the standards
specified in Parts 1 - 3.2,
4.1 -6 Article 34 of N0.94-
FZ, no requirements to
drafting and the form of
bids. (Art. 41.6, PP.1,2)

Yes, meets the standards specified in Art.
64 P.1. Cannot contain requirements to
drafting and the form of auction bids; con-
tains the statutory requirements, enclosing
a draft contract, which is a part of the docu-
mentation, is mandatory (Art. 64, PP.1-3).

22.

Making changes
to the documen-
tation

Yes, no later than 5 days be-
fore the deadline for filing
bids for an open e-auction.
Changing the subject of
the open e-auction is not
allowed (Art. 41.7,P. 7)

Yes, no later than 2 days before the deadline
for filing auction bids. Changing the sub-
jectis not allowed.

(Art.65, P.6).

23.

Publishing chang-
es

Within 1 day after making
a decision, the changed
made to the open auction
documentation are pub-
lished on the official web-
site (Art. 41.7, P.7)

Within 1 day after making a decision, the
changed made to the auction documenta-
tion are published in UIS (Art. 65, P.6).

24.

Explanations to
the documenta-
tion

Yes, any participant can
send no more than 3 en-
quiries on explaining the
provisions of the open e-
auction documentation for
the same open e-auction.
(Art. 41.7, P.3)

Yes, any participant can send no more than
3 enquiries on explaining the provisions of
the e-auction documentation for the same
auction.

(Art. 65, P.3-4).

25.

Requirements to
bidders

Contains an exhaustive
list of requirements to
procurement bidders; the
Government of the Rus-
sian Federation can set
additional requirements
to participants of procure-
ment of particular types of
goods, works, services
(Art. 11)

Contains an exhaustive list of requirements
to procurement bidders; the Government of
the Russian Federation can set additional
requirements to participants of procure-
ment of particular types of goods, works,
services

(Art. 31)
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Table 2 continuation

Item

Comparison
criteria

Open auction in the
electronic form (Ch. 3.1.
No. 94-FZ)

Electronic auction (No. 44-FZ)

26.

The form of bids

Electronic form, a bid has
two parts, each containing
statutory information, and
includes submission of the
relevant documents

(Art. 41.8, PP.1,3, 4, 5, 6)

Electronic form, a bid has two parts, each
containing statutory information, and in-
cludes submission of the relevant docu-
ments

(Art. 66, PP.1-8).

27.

Bid filing proce-
dure

Procurement bidders send
the first and the second
parts of the auction bids
to the e-site operator as
two electronic documents,
signed with an electronic
signature, by the deadline
and in the form specified
in the documentation
(Art. 41.8,P.1,3)

Procurement bidders send the first and the
second parts of the auction bids to the e-
site operator as two electronic documents,
signed with an electronic signature, by the
deadline and in the form specified in the
documentation

(Art. 66, PP.2-3)

28.

Confirmation of
the received bids

Mandatory, within an hour
after receiving a bid the
e-site operator must send
a confirmation to the pro-
curement bidder that the
bid is received, specifying
the number assigned to
the bid.

(Art. 41.8, P.11)

Within an hour after receiving an e-auction
bid, the e-site operator must assign a num-
ber to the bid and confirm with an e-docu-
ment, sent to the auction bidder that filed
the bid, its receipt, specifying the number
assigned to the bid.

(Art. 66, P.9)

29.

Bid filing period

Specified in the docu-
mentation (no less than
20 days; Art. 41.5 P.1). A
bidder can file a bid for
an open e-auction at any
moment since a notice
about the open e-auction
is published on the official
web-site till the deadline
(date and time) for filing
the bids for the open auc-
tion specified in the docu-
mentation on the open e-
auction

(Art. 41.8, P. 8)

Specified in the documentation (no less
than 15 days or no less than 7 days; Art. 63
PP. 2-3). A bidder can file a bid for the auc-
tion any time since the notice about the
auction is published till the deadline (date
and time) for filing the auction bids speci-
fied in the auction documentation.

(Art. 66, P.7)

30.

Single bid is filed

The e-site operator sends
both parts to the custom-
er. The bid is evaluated
in accord with Articles
41.9 and 41.11 of the law
(Art.41.8, P.22). The cus-
tomer can conclude a con-
tract.

The auction is declared void

(Art.66, P.16). Actions under PP 1-3.1
Art. 71. Without approval (Art. 93 P.1
CL. 25).
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Table 2 continuation

Open auction in the

Item ComP anson ! electronic form (Ch. 3.1. Electronic auction (No. 44-FZ)
criteria
No. 94-FZ)
31. [No bids have been |The auction is declared | The auction is declared void

filed

void
(Art. 41.8,P.21)

(Art. 66, P.16)

32. |Evaluating the The Auction Commission|The Auction Commission verifies whether
first parts of bids |verifies whether the first|the first parts of the bid for an e-auction,

parts of the bid foran open | containing the data specified in Part 3
e-auction, containing | Article 66 of the Federal Law, meet the
the data specified in|requirements given in the documentation
Part 4 Article 41.8 of the|on the e-auction regarding the procured
Federal Law, meet the|goods, works, services. A decision is
requirements given in the | made to allow the procurement bidder to
documentation on the|participate or to reject participation.
open e-auction regarding | (Art. 67, PP.1,3)
the procured goods, works,
services.
A decision is made to
allow the procurement
bidder to participate in
the open e-auction or to
reject participation (Art.
41.9, PP.1,3)

33. | The period for The period for evaluating|The period for evaluating the first parts of
evaluating the the first parts of the bids|the bids for an e-auction cannot exceed 7
first part sof the |for an open e-auction |days from the deadline for filing the bids.
bids cannot exceed 7 days from | (Art. 67 P.2)

the deadline for filing the
open auction bids.
(Art. 41.9 P.2)
34. |Evaluation Customer sends to the|Customer sends to the e-site operator on
Protocol e-site operator on the|the day which is the deadline for evaluating
day which is the deadline |the e-auction bids.
for evaluating the open|(Art. 67 P.7)
e-auction bids.
(Art. 41.9 P.6)
35. |Conducting an On a working day upon|On a working day upon expiry of two days
auction expiry of two days after the | after the deadline for evaluating the first
deadline for evaluating|parts of the bids for an e-auction.
the first parts of the bids | (Art. 68 P.3)
for an open e-auction.
(Art. 41.10 P.3)
36. |Auction Protocol |Mandatory, published by|Mandatory, the e-auction Protocol

the e-site operator on the
e-site within 30 minutes
after the open auction
ends.

(Art. 41.10 P.19)

published on the e-site by its operator
within 30 minutes after the auction ends.
(Art. 68 P. 18)
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Table 2 continuation

Open auction in the

Item ComP anson ! electronic form (Ch. 3.1. Electronic auction (No. 44-FZ)
criteria
No. 94-FZ)
37. [Handing over the |Within 1 hour after|Within 1 hour after publishing the Protocol

Protocol and the
second parts of

publishing the Protocol
on the e-site, the e-site

on the e-site, the e-site operator must
forward the Protocol and the second

the bids operator must forward the | parts of the bids for the e-auction to the
Protocol and the second|customer and notices to the bidders
parts of the bids for the|(Art. 68 P.19)
open e-auction to the
customer and notices to
the bidders
(Art. 41.10 P.20)

38. |Enquiry about Yes, the e-site operator|Yes, the e-site operator must provide the
explaining the must provide the relevant|relevant explanations within 2 working
auction results explanations within | days after receiving the enquiry.

2 working days after|(Art. 68 P.21)
receiving the enquiry.
(Art. 41.10 P.22)

39. |Procedure for The total period of|The total period of evaluating the second
evaluating the evaluating the second |parts of the bids for an e-auction cannot
second parts of  |parts of the bids for an|exceed 3 days from the date of publishing
the auction bids |open e-auction cannot |the Protocol of conducting the auction on

exceed 6 days from the|the e-site.

date of publishing the|The Auction Commission evaluates
Protocol of conducting|whether the second parts of the bids for
the open e-auction on the|an e-auction comply with the requirements
e-site. and makes a decision on bid compliance or
The Auction Commission | non-compliance for the auction.
evaluates whether the|(Art. 69 PP.1,2,5)

second parts of the bids for

an open e-auction comply

with the requirements

and makes a decision on

bid compliance or non-

compliance for the open

auction.

(Art. 41.11 PP.1-2,5)

40. |Criteria for The lowest contract price |The lowest contract price and compliance
determining the |and compliance with the|with the requirements specified in the
winner requirements  specified | e-auction documentation u cooTBetcTBME

in the open e-auction|(Art. 69 P.10)
documentation
(Art. 41.11 P.9)
41. |Final Protocol Mandatory,  must  be |Mandatory, must be published on the e-site

published on the e-site
and on the official web-
site within 1 working day
(Art. 41.11 P.12)

and in UIS no later than on the working day
following the date of signing the Protocol.
(Art. 69 P.8)
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Table 2 continuation

Open auction in the

Item ComP anson ! electronic form (Ch. 3.1. Electronic auction (No. 44-FZ)
criteria
No. 94-FZ)
42. |Non-compliance |The auction is declared |The auction is declared void

of the second
parts of the
auction bids or
compliance only
of the second part
of an auction bid

void
(Art. 41.11P.11)

(Art. 69 P.13)

43. |Forwarding the A draft contract is|The customer published an unsigned draft
contract forwarded to the operator|contract in the unified information system

within five days after|within 5 days after the date of publishing
publishing the Protocol|the Protocol in the unified information
on the e-site, the operator | system
hands the unsigned draft|(Art. 70 P. 2)
contract over to the auction
winner within 1 hour after
receiving the draft contract
(Art. 41.12 PP.2-3)

44, |Period for signing |5 days after receiving the|5 days after publishing the draft contractin
the contract by a |draft contract UIS
bidder (Art. 41.12 P.4) (Art. 70 P.3)

45, |Sending the Within 5 days after the|Within 5 days after the date of publishing the
signed contract | date of receiving the draft|draft contract in UIS by the customer, the
and contract contract e-auction winner published a signed draft
performance (Art. 41.12 P.4). contractin the unified information system,and
security a document confirming contract performance
documents to the security, with a fortified electronic signature
customer of the above person (Art. 70 P.3)

46. |Sending the Within 3 days from the date | Within 3 working days from the date of
contract, signed | of receiving the contract, | publishing a draft contract with a fortified
by the customer, |signed by the bidder, from |e-signature of the e-auction winner in
to the operator  |the operator (and, possibly, | UIS, and providing contract performance

a performance security|security, the customer must published
document) the contract, signed with a fortified
(Art. 41.12 P.6) e-signature, in UIS (Art. 70 P.7)

48. |Concludingthe |The contract is considered | The contract is considered concluded since

contract concluded since  the|the moment when the contract signed by
moment when the e-site |the customer is published in UIS.
operator  forwards the|The contract can be concluded no earlier

contract signed by the
customer to the bidder of
the open e-auction.

The contract can be
concluded no earlier than
10 days after the date when
the final Protocol of the
open e-auction is published
on the official web-site
(Art. 41.12 PP.8,9)

than 10 days after the date when the final
Protocol of the e-auction is published in
the Unified Information System

(Art. 70 PP.8,9)
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Table 2 continuation

Comparison Open auction in the
Item L electronic form (Ch. 3.1. Electronic auction (No. 44-FZ)
criteria
No. 94-FZ)

49. |Contractis The bidder is declared|The bidder is declared avoided entering
not signed on avoided entering into |into the contract. A lawsuit can be filed on
schedule the contract; entering|a forced contract award and the contract

data about the bidder|can be concluded with an auction bidder
to the Register of Unfair|who offered the same contract price as
Suppliers; a lawsuit can be | the winner or whose contract price offer
filed on a forced contract|has second best price conditions after the
award, or contract can be|conditions offered by the winner.
concluded with a bidder| (Art. 70 PP.13,14)

of the open e-auction who

offered the same contract

price as the open auction

winner, or whose contract

price bid gives second

best conditions on the

contract price, after the

conditions offered by the

open auction winner.

(Art. 41.12 PP.11,13)

50. |Appealing the Yes. Also, any procurement | Yes. Also, any procurement bidder has the
results to the bidder has the right to|right to appeal the result judicially
authorized appeal the result judicially | (Art. 105 P.1)
controlling body | (Art. 57 P.1)

51. |Penalties for Yes. If the parties delay|Yes. If the parties delay fulfilling their
delays in fulfilling |fulfilling the obligations |contractual obligations, and for improper
the obligations | (Art.9 P.9) execution of their obligations
(by customers as (Art. 34 PP. 4-9)
well as suppliers)

Conclusions:

1. Due to its technology, electronic auction is a mechanism capable to generate the
maximum economic effect within the public procurement system.

2. The institutionalism of auctions makes them the main procurement tool in Russia
in spite of their implied equivalence with open tenders.

3. Applying auctions in public procurement creates a serious problem of quality as-
surance, especially in procurement of experience and credence goods.

4. Trimming the requirements to bidders and expanding procurement under the auc-
tion list means that the skills level of the customer staff must be improved, since their
work determines the quality of drafting technical assignment in line with the valid law.

5. Transferring auctions into the electronic form made a considerable positive contri-
bution in the openness of the public procurement system as well as anticorruption efforts.

6. An improved balance in selecting procurement procedures can be expected only
after a mandatory simultaneous electronization of all methods of public procurement.

7. Increasing the efficiency of public procurement in the course of the reform of this
system of administration will depend directly on the growth of confidence and engage-
ment of a broad range of qualified product suppliers.
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