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Product Design

T AT b BROH, REREIER, HRBIE. Zoft
S units to be sold: Each unit defined as pair of arrival and departure for 7 days
Each item he{l,..,H} consistsof S, units: S=S +---+S,

Time table is finally determined by, not auction, but ‘afterauction negotiation’

Item 1 Item 2 ItemH

S, units S, units ) T S, units

High Low
Quality Quiality

cf. 4G Spectrum auction Japan: Technological Neutrality matters



Babylonia Style (1):
Sequential item auction

Let us ignore:
Interdependence across items
Scale economy within item
Influence on afterauction negotiation
= Auction design problem dramatically simplified:
Items are sequentially sold through simultaneous multiunit auctions

Item 1 Item 2 Item H
S, units S, units ) T S, units
High Quality Low quality

Earlier -Babylonia Style (1)- Later



Babylonia Style (2):
Each item auction designed as ‘hybrid of ascending and descending format’
| recommend:
Ascending Part: ‘Ausubel auction’ (quite good in theory and practice)

Descending Part: Low quality items might be bad
‘Discriminatory’ or ‘Uniform price’ (controversial, though)

Activity rule: Downward sloping demands
Reserve prices:  Item-dependent, history-dependent

Positive or negative: Government’s budgetary constraint
may matter



Ascending Part: Ausubel auction (1)
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Ausubel auction guarantees ‘Incentive and Efficiency’ because of VCG



Ascending Part: Ausubel auction (2)




Descending Part: Discriminatory auction (1)




Descending Part: Discriminatory auction (2)




Uniform Price Auction: looks good, but ...

Ascending Descending
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Ascending Auction: Which is better between Discriminatory and Uniform Price?
Still Controversial, but .....

Weak points:
Discriminatory: Price discount
Uniform Price: Demand Reduction (Presence of big companies)

Bl - EEFRITHES

Back and Zender (1993): “Auctions of Divisible Goods: On the Rationale for the Treasury
Experiments,” Review of Financial Studies

Discriminatory might be better in terms of efficiency and revenue:
Archibald and Malvey (1998): “Uniform Price Auctions: Update of the Treasury Experience,

US Treasury.
Hotacsu and McAdams (2010): “Mechanism Choice and Strategic Bidding in Divisible Good
Auctions: An Empirical Analysis of the Turkish Treasury Auction Market” Journal of

Political Economy
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