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Abstract

This paper documents evidence of widespread collusion among construction firms

using a novel dataset covering most of the construction projects procured by the Japanese

national government. By examining rebids that occur for auctions when all (initial)

bids fail to meet the reserve price, we identify collusion using ideas similar to regres-

sion discontinuity. We identify about 1, 000 firms whose conduct is inconsistent with

competitive behavior. These bidders were awarded about 7, 600 projects, or close to

one fifth of the total number of projects in our sample. The value of these projects

totals about $8.6 billion. Simply scaling up our estimates by the size of the total pub-

lic construction spending, our results imply that about 0.85% of GDP, or 4% of total

national investment, is affected by collusive activity by construction firms and that

collusion increases government spending by about $3.4 billion per year, or 0.4% of

the total tax revenue.

Key words: Collusion, Procurement Auctions, Antitrust

JEL classification: D44, H57, K21, L12

∗We thank Tim Armstrong, John Asker, Lanier Benkard, Philippe Gagnepain, Pat Kline, Brad Larsen,
Robin Lee, Margaret Levenstein, and Larry White for helpful discussions. This research has been supported
by JSPS KAKENHI Grant Number 26285052.
†Department of Economics, NYU Stern, Henry Kaufman Management Center Rm 7-160, 44 West 4th

Street, New York, NY, 10012. Email:kkawai@stern.nyu.edu.
‡Department of Economics, Tohoku University, Kawauchi 27-1, Aoba, Sendai, 980-8576, Japan. Email:

nakabayashi@econ.tohoku.ac.jp.

1




