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Auctions

· E-Bay

· Treasury bonds sales

· Emission rights trading

· IPO share auction

· DOD supply contracts

· Franchise auctions

· Electric transmission rights

· Direct and reverse B2C auctions (Yahoo, Priceline)

· Procurement auctions (B2B)

Types of Auctions

· Single Dimension vs. Multi-dimension

· Single Unit vs. Mutli-unit

· One sided vs. Two sided

· Sealed Bid: Single Round vs. Mutli round

· First Price

· Second Price

Open outcry

· English (Ascending)

· Dutch (Descending)

· Anglo-Dutch (Ascending with sealed bid final round)

Auction Rules

· Definition of Tended

· Form of Bid

· Opening rules

· Reservation prices if any (max or min bid)

· Activity and closing rules (in multi-round or open outcry, e.g. timing and increment of bids)

· Allocation and Settlement rules (who gets what for how much)
Auction Modeling and Analysis

· Perfect vs, Imperfect Information

· Private value, Common value, Affiliated values

· For Multi-item or Multi-unit: Independent values vs. Dependent values

· Combinatorial auctions (set covering, bin packing, hierarchical, multi-attribute: Efficiency vs. incentive compatibility, activity rules, bid selection, settlement rules

Second Price (uniform) Auctions- Vickrey

· Bidders submit Bids/offers

· Best bid wins but pays/gets second best price

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

· Bidders have incentive to reveal true value/cost

· If value is V and you bid V+ a second highest bid may be V+a/2 so you may end up paying more than you value the item

· If you bid V-a someone else may bid V – a/2 (and pay V-a) so you lost an opportunity to get the item for V –a/2
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