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Abstract
Public authorities in the EU spend around 14%-19% of GDP on procurement. This amounts to €1.9-2.3 trillion each year, or almost 5 times Poland's GDP. One of the reasons for inflated costs are changes to contracts during their terms, allowed due to contractual incompleteness. Such changes, stemming from unforeseen (from buyer’s perspective) circumstances or demands of additional works, are a common problem especially in construction and software industries.
The aim of the study is twofold. Firstly, to empirically investigate regional and sectorial differences in project cost overruns. Secondly, to verify how contractors’ expectations of ex-post changes strategically influence their bidding. For those two tasks, I construct a dataset by extracting information from around 20 000 contract modification notices and 800 000 contract award notices for years 2015-2018 obtained from the publicly available dataset of Tenders Electronic Daily and use it to estimate a regression model of winning bid value incorporating modification costs.
The study is a part of author’s research program in identifiability of incomplete contract models of procurement using datasets of European public purchasing. It is related to a growing body of literature on procurement subject to ex-post changes. A direction for further research is to formalize different dimensions of contractual incompleteness (buyer’s limit of cognitive effort, inherent unpredictability that varies between industries) and construct proxies for quantifying them based on data.
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