
Summary Discussion

Public procurement of smart city services: The
anticompetitive effect of the GDPR

by Laurens Vandercruysse, Caroline Buts, Michaël Dooms
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Research question

What is the effect of GDPR on competition for public
procurement contracts for smart city services?
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Context

Many cities invest in smart city services, which are data
driven, but physical enhancements to city services (e.g.
sensor-based traffic flow control).

The 2016 General Data Protection Regulation (GDPR)
introduced restrictions on the collection and use of personally
identifiable data, raising the cost of providing data-intensive
applications.

Problem: If GDPR increases cost of providing SCS, fewer
competitors will provide such services, reducing supplier
competition in this market.
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Contribution

The authors use a data set on municipal procurement in
Germany, France, and the Benelux countries for a before-after
analysis of the number of tender participants.

The authors find that following the introduction of GDPR,
tender participation fell across different product categories. In
the subset of smart city services, this drop was even more
pronounced.

Before-after analysis of GDPR of interest for innovative apps
(Gal and Aviv, 2020). This paper takes this literature to the
physical realm.
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Before-after analysis

The before-after periods are comparable except for GDPR
regulation (conditional on controls): what are other possible
confounders?

I think the paper does an overall good job of including
relevant controls.

A control group that is not affected by GDPR would be great
(but does one even exist: Brussels effect?)
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Changes are due to GDPR

Your story: GDPR raises costs, therefore excludes firms at the
margin, therefore decreases competition for SCS.

Does GDPR raise marginal cost of providing a service or is it a
one-time cost to make a business GDPR-compliant? (the
regulation has aspects of both).

Are the SCS in your data GDPR-relevant (only personally
identifiable data is, but it is doubtful whether anonymous
services are)?

Does GDPR bankrupt small businesses? Or makes it less
attractive to compete for municipal tenders? Unclear what’s
going on.
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Loss of effective competition

Would excluded firms provide effective competition absent
GDPR if they are excluded by a small marginal cost increase?
Example: SCS contract worth 100€, firm A mc = 0, firm B
mc = 99. GDPR raises mc by 2.

Before GDPR, assuming Bertrand competition: 2 bids, firm A wins, p =
99.
After GDPR: firm B excluded, firm A wins, p = 100.

Excluded firm’s competitive pressure comes from being a
viable outside option. If GDPR raises cost by 7200€
(Christensen et al., 2013), doubtful if this is important.
Benefits of GDPR?
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Miscellaneous suggestions

What makes the chosen countries comparable? Is geographic
distance (and therefore periphery - center) relevant?

Sample size of SCS rather small. Utilize this to drill deep:
what exactly are these contracts? What kinds of goods and
services are they for? Who wins these contracts?
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