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(D Market concentrated on the selling side

@ No fringe of small seller

@ Inelastic demand at competitive price

@ Entry takes a long time

(® Many customers

©® Standard product

(@D The principal firms sell at the same level in the chain of
distribution

Price competition more important than other forms of competition

@ High ratio of fixed to variable costs

(0 Demand static or declining over time

@ Sealed bidding

@ The industry’s antitrust record
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Abstract

Study on the influence of
increasing the indefiniteness of information
on collusion for public tenders

-Focusing on the Multiple awards schedule
Cases of the OO Corporation-

Bum hee Han
Department of Public Administration
The Graduate School of Public Administration

Seoul National University

According to existing theories such as the Prisoner’s dilemma, the
players of a game choose a collusion strategy if they have definite
information about one another. However, if they have indefinite
information, they do not participate in collusion. What strategy would
each player choose if their informations was neither definite nor
indefinite?

This study examined how the variables that represent collusion
change according to different explanatory variables that represent the
indefinite information perceived by the companies participating in

public bids.

,99,



The results of this analysis were as follows. First, the higher the
number of participating companies, the lower the successful bid rate
and average price proposal rate. However, this result was not
statistically significant. Second, when companies based in other areas
were allowed to participate, the successful bid rate and average price
proposal rate were lower than when these companies were not
allowed to participate. Third, when the number of participating
companies was not disclosed, the above-mentioned rates were lower
than when it was disclosed. From both existing theories and
empirical evidences, it can be inferred that collusion occurs when
there is a winning bidder at a price exceeding an amount equivalent
to the minimum bidding price/estimated price ratio of 90%. Among
the three explanatory variables used in this study, the participation of
companies outside the local area and nondisclosure of the number of
participating companies considerably increased the indefiniteness of
information, preventing companies from bid-rigging.

Based on these results, policymakers and procurement officers in
public institutions will need to consider which measures can maximize

the indefiniteness of information in the process of public bids.

keywords : collusion, cartel, imperfection of information,
Multiple Awards Schedule, public tender,
game theory
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