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TOPIC

▶︎Effect of suspension of limits on buyer discretion in context of Covid-19 on 
cross-border awards of medical supplies’ procurement

▶︎Crisis urgency

▶︎Increased buyer discretion 

▶︎Finding: Both caused strong increase in cross-border awards

CONTEXT
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NON-REPORTED PURCHASES

▶︎“Finally, there are purchases completely 
outside the EU procurement system that 
do not appear in the list of contract award 
notices on TED.” (p. 9)

▶︎Indeed, a.o. publication duty suspended. 
Any (ballpark) figures for this?

▶︎E.g. FR, PL, HR 

FEEDBACK
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UNIT OF OBSERVATION

▶︎“The unit of observation is a separate contract award to a contractor. We 
study the cross-section of awards as there are too few repeat observation for 
firms and buyers to create a panel. A contract award is defined by a contract 
date and a contractor and may represent an entire contract or just a contract 
lot.” (p. 6)

▶︎Correlation between lots? E.g. same companies bidding for all lots

FEEDBACK
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MUTUAL UNAWARENESS DOES NOT DRIVE HOME BIAS

▶︎“The prevalence of direct awards cross-border already suggests that mutual 
unawareness of buyers and foreign sellers is likely not an important driver of 
home bias.” (p. 2)

▶︎“Direct awards to foreign sellers represent 56.5% and 77.1% of the total 
observed contract volume in these two months… This suggests that search 
frictions, such as a lack of awareness of buyers about foreign sellers or of 
firms about foreign procurement tenders, are probably not important drivers 
of home bias absent the pandemic.” (p. 14)

▶︎“…This shows that home bias in normal times does not arise from a lack of 
mutual awareness of buyers and sellers across borders.” (p. 15)

▶︎This need not hold, maybe because emergency and no domestic supply. 
TINA. Ex. what happened in Belgium.

FEEDBACK
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VALUE-WEIGHTED BIAS

▶︎Graph (p. 13), Table (p. 40)

▶︎How many contracts are driving this trend? 
Comparison average covid-related-
materials-contracts sizes before after 
pandemic + sourcing countries? Maybe 
just larger contracts because no domestic 
production in many cases

▶︎Operationalization of outliers? Ten largest 
or …?

FEEDBACK
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PARTICULARITY PANDEMIC VS. OTHER EMERGENCIES

▶︎“It seems plausible that a regime change that increases buyer discretion … 
should result in greater misallocation if these regulations are effective. We 
are going to find the opposite effect, an increase in cross-border awards 
following increased buyer discretion.” (p. 16)

▶︎Isn’t the pandemic kind of a sui generis thing which bears low 
generalizability to what we have seen before recently (in terms of scope and 
scale)? The buyer discretion is to aid in rectifying the particularities of the 
emergency. Emergency effect>buyer discretion 

FEEDBACK
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LINEAR REGRESSION AND LOGIT

▶︎Linear regression: “Domestic contract awards are correlated with the total 
number of bidders, but not the share of foreign bidders.” (p. 18)

▶︎Logit: “Two differences stand out: the share of foreign bidders is now a 
strong predictor for foreign awards while the regulation effect is 
insignificant.” (p. 18)

▶︎An explanation for the reversal would be welcome as intuitively, the most 
obvious explanation remains that there are no/ less domestic awards as no 
(suitable) domestic bidders

▶︎“To make Covid-related tenders and the related product groups more 
comparable, it would be preferable to be able to account for demand as well 
as domestic capacity constraints for some goods which could push buyers 
abroad.” (p. 31)

FEEDBACK
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UNWEIGHTED RESULTS

▶︎“We cannot replicate our results in an unweighted regression on all 
observations, meaning that rather than weighting observations by their 
value, all observations have the same weight… However, this is unsurprising, 
as this regression is very much driven by two countries whose contract 
award notices are typically split into many, sometimes very small lots: 
Romania, representing 63% of all contract awards, and Poland, representing 
20%.” (p. 26)

▶︎Leave-one-out-analysis? Would really like to see the effect as well non-
value-weighted to strengthen the intuitions

FEEDBACK
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ONLY FIRST WAVE EFFECT

▶︎“The overall plummet in cross-border procurement coincides with the first 
wave of Covid-19 infections, but not the higher, second wave.” (p. 20)

▶︎“The large drop in value awarded to domestic companies coincides with the 
first, lower wave of infections, and does not repeat itself when infection rates 
rise much higher during a second wave in late 2020. This suggests that any 
mitigating effect of urgency on home bias was at best temporary.” (p. 27)

▶︎Why not also second wave? Why no panic buys at beginning?

▶︎Possible explanation: move from surgical masks to cloth masks – easier to 
produce domestically without specialized production sites etc.

FEEDBACK
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KB

▶︎“If the government plays R, the government imposes a cost of kG onto itself 
and kB onto the bureaucrat.” (p. 28)

▶︎What could be an example of the cost kB? Would this cost in any case not 
also be borne (partly) by Gov’t?

FEEDBACK
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RELATION PROBABILITY R AND DIFF-IN-S

▶︎“As for comparative statics, it is easy 
to see that the equilibrium probability 
p of the government playing R 
(reviewing a tender) increases with 
the size of the benefit B and decreases 
with the difference in the two quality 
levels diff-in-S.” (p. 29)

▶︎Can you elucidate the rationale? 
Intuitively one would assume increase

FEEDBACK
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AVAILABILITY INFORMATION ON QUALITY

▶︎“In the context of an emergency, such as the Covid-19 pandemic, we can 
imagine that the value of information on the actual quality of the seller of 
medical supplies is important... We assume that an increase in the urgency 
of a crisis makes objectives related to the tender relatively more important 
than secondary policy goals which may not require such information… So, an 
increase in the urgency of a crisis should increase the importance of the 
bureaucrat's information, diff-in-S... From our model, we predict that an 
increase in crisis urgency should result in less misallocation...” (p. 30)

▶︎Agreed regarding the importance of this information, but what about the 
availability?

FEEDBACK
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RELATION TO EXISTING STOCKS

▶︎“It is apparent that the amount procured by a country is not just a function 
of the size of its economy or population… An economic explanation is that 
countries with a well-funded healthcare system may already possess large 
stocks of commodities such as disinfectant or PPE and need to procure less 
in an emergency than countries with an under-funded healthcare system. 
Unfortunately, we do not observe such stocks and in any case this would 
only represent a part of the spending.” (p. 9)

▶︎Belgium, no stock as destroyed. Replacement effect as TINA

FEEDBACK
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VALUE-WEIGHTED BIAS

▶︎Graph (p. 14)

▶︎Maybe add trend if not value-weighted in 
appendix

FEEDBACK
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HIGHER INFECTION RATE AT SELLER LOCATION

▶︎“… higher infection rates at seller location is correlated with a higher 
likelihood of a domestic award.” (p. 18)

▶︎Explanation

FEEDBACK
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LAGGED EMERGENCY VARIABLE

▶︎“Our analysis finds that an increase in infection rates by one standard 
deviation increases cross-border procurement volume for medical supplies 
by almost 20 percentage points.” (p. 2)

▶︎“Measuring the degree of emergency implied by the pandemic through local 
infection rates.” (p. 18)

▶︎A lagged factor as one of the robustness tests would be a good addition

FEEDBACK
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EARLY VS. LATE TREATMENT

▶︎“We, somewhat arbitrarily, designate regions that first experienced 
infections in the weeks starting January 20 or 27 as “early" and the rest as 
“late".” (p. 20)

▶︎Maybe a sensitivity analysis would be useful

FEEDBACK


