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Notes on Week 12: Auctions and Markets (Prof Shmuel Oren), by Ju Ju
AUCTIONS
· Pocure/sell goods, award contracts, sell property rights, allocate scarce resources, etc.
· Interent buying/selling (eBay, Yahoo)

· Direct & reverse B2C auctions (Yahoo, Priceline)

· Emission rights trading

· Electricity

· Each company submits how much they’re willing to sell for what price

· Using optimization levels, decide how much to buy

· Price of electricity changes every 5 min or so

· Telephone companies (spectrum auction)

· IPO share auction

TYPES OF AUCTIONS
1. Single-dimension VS multi-dimension
· Single item VS multi-item
· Multi-item: Simultaneous VS combinatorial

2. Single unit VS multi-unit
3. One-sided VS Two-sided
4. Sealed bit

· Single round VS multi-round 

· First Price (pay/receive your bid) VS second price (last accepted/first accepted uniform price)
· Eg. eBay (second price)

5. Open outcry
· English (Ascending)

· Dutch (Descending)

· Eg. Selling flowers in Amsterdam: price starts high, ‘clock’ going, bidder stops clock

· Anglo-Dutch (Ascending with sealed bit final round)
AUCTION RULES
· Definition of tender (what is being auctioned)

· Form of bid

· Opening rules

· Reservation prices if any (min/max bid)

· Activity and closing rules (in multi-round or open outcry)

· Eg. Timing and increment of bids

· Allocation and settlement rules
AUCTION MODELLING AND ANALYSIS

· Perfect VS imperfect information

· Private value (eg. art), Common value (eg. jar of coins), affiliated values

· For multi-item/multi-unit

· Independent VS dependent values

· Combinatorial auctions

· Efficiency VS incentive compatibility, activity, rules, bid selection, settlement rules

SECOND PRICE (UNIFORM) AUCTIONS (VICKREY)

· “Truth revealing” auctions

· Bidders submit bids/offers

· Best bid wins but pays/gets second best price

· For k identical items, k best bids win but pay k+1st price

· Bidders have incentive to reveal true value/cost

COMMON VALUE AUCTIONS



· Winning bid, W, usually > V
· Winner of auction actually makes a loss

· “Winner’s curse”

· Some companies refuse to participate unless no. of bidders is small

· Eg. Oil companies

· Small no. of bidders – statistical ‘normal’ curve does not hold 
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