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Recently emerged, auction theory has become a well-established branch of
theoretical economics with important practical applications. As the theory pro-
gresses, its basic assumptions become the subject of further investigation and
thus new directions emerge. Microeconomics in general and auction theory in
particular too often assume away aftermarket interactions, which are a common
feature of real markets and have a powerful impact on strategies and incentives.
Lately, however, a body of literature emerged that incorporates the possibility of
resale into game-theoretic analysis of auctions. This paper reviews this literature.
It highlights the role of bargaining power on the aftermarket as one of the main
issues in this literature. It then reports how standard auction formats - first and
second price auctions in particular - compare in terms of the seller’s revenues
they generate. Then, this paper shows generalizations of Myerson’s approach to
constructing optimal auctions when resale is possible; the discussed models re-
quire delicate assumptions. Next, the survey covers more specific issues: different
approaches to modelling the aftermarket, decisions to enter the primary auction,
effects of disclosing information from the primary auction and the role of specu-
lators. Finally, the paper overviews empirical research on auctions with resale,
the newest branch of this literature that is developing rapidly.
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1. Introduction

Nowadays, the auction is a very widespread market mechanism. Auctions are used for
finding the best suppliers in public procurement, for selling tickets for sport events, in privati-
zation and for allocating slots in online advertisements. Similarities between these very diverse
problems are captured in game-theoretic models of auctions, in which similar agents (called
bidders) who want to get some valuable item or items from an auctioneer make strategic bids.
The auctioneer herself participates by defining the rules of this auction game, or its format:
which bids are accepted and how they get translated into final allocations of items; how pay-
ments are determined; what information is released and when, etc.

In practice, the difference between good and bad auction formats can lead to spectacular
differences in outcomes. For instance, in 2000-2001 the famous FCC auction brought 22,5 bil-
lions of pounds? to British budget, totaling around 100$ per citizen, while in Switzerland, a
comparable country in terms of economic development, it brought only 2,6$ per citizen. It is
argued that this difference is caused by small, but crucial changes in auction design?, such as
setting aside a license solely for new entrants.

The standard analysis of auctions assumes away the possibility of resale ignoring the ex-
istence of secondary markets* for auctioned items. However, even explicit rules against resale
may not be sufficient to suppress it. [Hafalir, Krishna, 2008] present a telling example: while
radio spectrum licenses cannot be resold, a Canadian company, TIW, participated in the prime
auction via a specially created subsidiary and then successfully sold that subsidiary instead
of the license.

In a typical auction model, the set of bidders is fixed exogenously and there are no inter-
actions after the auction is over. Yet, many auctions do not end just in private consumption of
the acquired good, but are followed by some further actions. This still can be treated as «con-
sumption» if those actions affect only payoffs and not strategies. However, resale significantly
changes bidding decisions so the analysis of the prime auction should reflect the features of the
aftermarket.

The goal of this paper is to discuss advances and particular results on auctions with re-
sale, and to highlight through it the main themes of auction theory itself.

There are several excellent books that cover the major issues in the auction theory, such
as [Krishna, 2009; Klemperer, 2004]. However, auctions with resale were previously only very
briefly covered in section 4,4 of [Krishna, 2009] textbook; also, [Kaplan, Zamir, 2014] describe
the main advances in auctions with resale very concisely. There is no book or paper that would
contain a detailed survey of the auction models with resale, even though this literature has
been growing over the last 20 years. Therefore, this paper fills an important gap and guides an
interested reader through this recent literature®.

2 The data are from [Binmore, Klemperer, 2002]

3 See [Klemperer, 2004; Cramton, Schwartz, 2000] for extensive discussions of theoretical and prac-
tical issues of FCC auctions.

4 «Aftermarket» and «secondary market» for «good» or «item» will be used interchangeably to label
the interactions that follow the «main», «prime» or «primary» auction.

5 To keep focus, strategic interactions other than resale are not covered. Market competition betwe-
en bidders after an auction for licenses, like in [Janssen, Karamychev, 2009] is an example of such interac-
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The paper is organized as follows. The second section introduces basic concepts in the
auction theory that are most important for later discussion; it can be skipped by readers familiar
with auction theory. The third section considers efficiency in auctions with resale; then it delves
into comparisons between classic auction formats when resale is taken into account. The fourth
section reviews approaches to finding an optimal auction (that maximizes seller's revenue)
given resale possibilities. The fifth section covers further theoretical aspects of auctions with
resale: the role of bargaining power; endogenous entry, speculation (the role of bidders who
have no own use value) and auctions for multiple items. The sixth and final section surveys
empirical, mostly experimental studies in auctions with resale.

2. Basic concepts of auction theory

In auction theory the auction is a game. Participants, called bidders, compete for the
item(s) put for sale by the auctioneer. The bulk of the literature focuses on single-unit auctions,
where only one item is put for sale. The auctioneer typically is not a player in this game, but she
may design its rules. When deciding how to bid, participants rely on their use values for the
item(s). In the most common set-up with independent private values (IPV), the use value of a
participant does not depend on values of other participants; values are independently randomly
drawn from the same distribution or different ones. In the former case the model is called sym-
metric, in the latter asymmetric. The IPV model is applicable when participants have different
tastes (unknown to competitors and the auctioneer) and are only concerned about the use of
the item on sale. Another extreme is the case of pure common value auctions, in which there is
only one, «true» value and bidders differ because they privately receive different imperfect sig-
nals about this value. A classical application of a common value setting is an auction for oilfield
drilling rights: companies have different estimates of the oil reserves but the actual reserves
and ensuing profits are the same for different participants. A well-known classroom experi-
ment with an auction for a jar of coins is another good example®. The literature on auctions
with resale predominantly uses the IPV framework. However, the common value setup is
sometimes interpreted as a proxy for the presence of future resale opportunities. A realistic
model would have both private and common values components: think of buying a painting on
an art auction, that gives bidder-specific consumption value and also has an investment ele-
ment brought about by future resale prospects. However, such models are far less tractable.

Next come the rules of the auction game. Probably, the simplest format is the first-price
sealed-bid auction: bidders simultaneously submit bids; the bidder with the highest bid beco-
mes the winner; she gets the object and pays the price equal to her bid. This auction is strategi-
cally equivalent to the open Dutch (or descending) auction, in which the announced price gra-
dually decreases from a high value until one bidder declares the she is ready to buy the object
at the current price; this bidder becomes the winner and pays this price.

tion. The instrumental role of resale in collusion schemes [Garratt, Troger, Zheng, 2009] is also probably
more relevant to the issue of means of collusion than to general incentives in the auctions with resale,
but deserves a mention.

6 Excellent reviews of experimental research on auctions can be found in [Kagel, Roth, 1995; Kagel,
Levin, 2014].
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Another well-known open auction is called the English (or ascending) auction: partici-
pants outcry their bids, each next bid being larger than the previous ones. The auction continues
until no one wants to outbid the current price; the bidder who announced the highest price gets
the object at this price. Importantly, all the intermediate bids and the identities of the bidders
who made them are publicly known. The fourth important format is the second-price sealed-bid
auction in which bidders simultaneously submit bids, and the winner is the bidder who sub-
mitted the largest bid. However, in contrast to the first-price auction, the winner pays not her
own bid, but the second-highest (i.e., the largest losing) bid. In the IPV set-up, both in the second-
price sealed-bid auction and in the English auction it is the weakly dominant strategy to submit
the bid (or compete up to the price) equal to the true valuation: whatever the other bidders do,
a participant cannot gain from misrepresenting her true value. Another important auction for-
mat (used, for instance, to model lobbying activity) is the (sealed-bid) all-pay auction, in which
the highest bidder wins, but all participants pay their bids.

An important issue is the goal of the auctioneer. Two goals typically considered in the
literature are maximization of the auctioneer’s expected profits and maximization of social wel-
fare. Social welfare is maximized when goods belong to agents who value them most; allocation
of goods is called «efficient» in this case. A natural way to achieve an efficient allocation would
be to find out the true valuations and to assign the item to the agent with the highest value. The
challenge is, of course, to create incentives for truthful revelation.

[Vickrey, 1961] showed that bidding the true value is optimal for a bidder in a second-
price sealed-bid auction. Indeed, assume the bidder deviates and submits a bid exceeding her
value. Then, this has no effect if her value is higher than the second-highest bid (she wins the
auction in both cases and the price is not affected) or the bid she submits is still lower than the
highest bid (she loses in both cases). If she gets to win the auction by the overstatement while
she was losing when submitting the true value, she only loses from this deviation from the
truthful strategy: she wins, but overpays for the item. A similar argument shows that under-
statement cannot be profitable.

The classical English auction results in an efficient allocation even though the auction
ends before the true value is announced (when the last competitor stops bidding). The last bid
is lower than the winner’s true value, but the order of bids is the same as the order of values, so
the resulting allocation is efficient. More generally, with symmetric bidders monotone equilib-
rium strategies (i.e. the ones in which higher values lead to higher bids) result in an efficient
allocation.

Optimality in auction theory is synonymous to maximization of auctioneer's revenues.
A common way to increase revenues is to set a reserve price. With a reserve price, only bids
above the reserve price are accepted and if there is only one bidder, she pays this reserve price.
This prevents too low winning bids at the expense of efficiency (as auctioneer cannot sell the
item if bidders’ values are positive, but below the reserve price).

The most important result on optimality is called the revenue equivalence theorem
(proved independently in [Myerson, 1981; Riley, Samuelson, 1981]). It states that when bid-
ders are risk-neutral and have independent identically distributed private values, all auction
formats that have a symmetric equilibrium with bids increasing in valuations yield the same
expected revenue to the seller provided the bidder with the lowest valuation gets no surplus. In
particular, first-price, second-price, all-pay auctions all bring the same expected profit to the
auctioneer. We refer the reader to [Krishna, 2009] for the proof and a detailed discussion. This
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is a very powerful result, but it relies on strong assumptions. In particular, the assumption that
bidders are symmetric is important: when value distributions are commonly known to be differ-
rent, revenue equivalence breaks down (see [Maskin, Riley, 2000]). Two questions arise natu-
rally: what auction produces the highest expected revenue and how standard auction formats
can be ranked by expected revenue? Usually, first- and second-price auctions are compared as
most natural, common and simple formats. Without resale the question of revenue ranking does
not have a definite answer for ordinary auctions with asymmetric bidders.

[Myerson, 1981] proves that with asymmetric bidders the optimal auction is generally
inefficient. Instead of the actual bidder’s valuation, [Myerson, 1981] has shown that the optimal
auction assigns the object to the bidder with the highest «virtual valuation» provided it exceeds
the seller’s own valuation. The virtual valuation’ is defined as the actual valuation minus the
inverse hazard rate of the bidder’s value distribution:

With asymmetric value distributions the highest virtual valuation need not correspond
to the highest «real» valuation even in the regular case (that is, when virtual valuations are in-
creasing functions of true valuations). Therefore, optimal auctions need not be efficient. Con-
sider an example: there are two bidders with values distributed uniformly on [0,1] and [0,2]
correspondingly. In an ordinary first-price or second-price auction the first bidder never bids
above 1, neither does the second bidder. But the bidder’s virtual valuations are

(1-v)
1

(1-v/2)
1/2

Wp) =V— =2v-1and Wy, =V =2V-2=Wq, -1

It may seem that in the optimal auction the second bidder is at a «disadvantage»: if both
bidders have the same values and equal bids, the first bidder is sure to win the item since her
virtual valuation is higher. However, this optimal design strengthens incentives of the second
bidder who is otherwise less-motivated due to an «advantageous» difference in initial distribu-
tions. This approach allows extracting the maximal surplus from every bidder, but it requires
precise knowledge of the value distributions for every bidder and a complicated mechanism to
determine the winner (compared to the «highest bid wins» family of auctions). While one can
argue that the first issue is merely a matter of approximation of the optimal results, the second
issue is often resolved in favor of suboptimal, but simpler mechanisms. However, optimal
mechanisms are still important at least as a benchmark - they provide an upper bound on the
revenue that can be potentially achieved.

7 Note that when the hazard function is well defined and smooth, such inverse function is also well
defined.
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3. Efficiency and comparison of standard formats
3.1. Efficiency

With symmetric bidders standard auctions lead to efficient outcomes. This is also true
for auctions with resale: when the winner in the prime auction has the highest valuation, there
is no scope for resale. However, when bidders' value distributions are asymmetric, efficiency is
not guaranteed. [Garratt, Troger, 2006] show the existence of inefficient equilibria in a second-
price auction with zero-value bidders (speculators). Nevertheless, there is no general rule ap-
plicable to all auction formats and aftermarket models.

The simplest auction model by [Ausubel, Cramton, 1999] studies the choice between de-
signing an efficient auction that maximizes the expected winner's value and an optimal auction
that maximizes the expected auctioneer’s revenue. Authors assume a perfect resale market and
derive a simple rule®: when all the information is revealed before the aftermarket, the optimal
auction is unambiguously preferable for any auctioneer as the aftermarket will take care of
efficiency. [Ausubel, Cramton, 2004] constructed such optimal auction by adding a reserve price
to the classic Vickrey second-price auction ([Vickrey, 1961]). This auction will assign the sold
items efficiently among the bidders®.

These results crucially depend on resale being efficient and perfect, the assumption that
is not particularly realistic. For example, [Hafalir, Krishna, 2009] show that in first-price auction
addition of resale can, actually, decrease efficiency?’.

3.2. Role of bargaining power and competition

To better understand the role of bargaining power, let us first consider a case with in-
teraction between consumers simpler than an auction - monopoly with resale. Basic theory of
price discrimination explicitly forbids resale; otherwise simple discrimination would not be
feasible: discriminated customers would avoid the monopolist and buy on the aftermarket. Ne-
vertheless, if resale exists, but is not costless and perfect, some degree of discrimination can still
be applied. Consider a monopolistic primary seller of tickets (e.g. a theater or a stadium) and
the secondary market for tickets that is not perfect (e.g, it involves search efforts and risks of
counterfeit). [Calzolari, Pavan, 2006] show that a stochastic trading rule (a «lottery») is required
to maximize the seller’s revenue: the monopolist screens consumers buy offering (price, proba-
bility of purchase) bundles with price increasing with the probability of purchase. A customer's
choice of buying probability is used as a signal on the secondary market'’. In practice, tickets
often do get cheaper as the event becomes closer. Sometimes additional batches of cheap tickets

8 Similar in spirit to the famous Coase theorem ([Coase, 1960]).

9 Some inefficiency is created by not selling below the reserve price and keeping the item valued by
the bidders.

10 They also provide revenue comparisons for certain value distributions; for first-price auction re-
sults also see [Gupta, Lebrun, 1999].

11 One possible implementation is to disclose the price only with some probability and to guarantee
non-disclosure for an additional fee. Another is to refuse to trade with some of customers who ask for
cheaper tickets.
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may become available. However, waiting for them is risky because their availability is not cer-
tain in advance. There is intuition behind the use of a lottery: a customer shows willingness to
pay for the ticket not only to the seller, but also to potential secondary buyers. A buyer that
chooses a lower probability to acquire the ticket, signals that she attaches a low value for it.
Therefore, this signal strengthens her negotiation position against a secondary buyer. By paying
more to the monopolist seller, a customer also convinces the secondary buyer that opportunity
costs of selling ticket are high.

[Zhang, Wang, 2013] show a similar point in an auction with resale and only two bidders
where the use value of one of them is commonly known. It is optimal to sell only through this
bidder, excluding the other. The higher the bargaining power of this bidder on the aftermarket
is, the higher the revenue of the seller and the theoretical maximum is achieved with full bar-
gaining power going to the aftermarket seller.

[Haile, 2000] identifies two strategic effects of increased competition (and, therefore,
the prime auction winner’s bargaining power on the aftermarket). The first is the seller effect:
auction winner may resell to more aftermarket buyers when competition is stronger. The second
is the buyer effect: the item on the aftermarket becomes more expensive with higher competi-
tion (because only one bidder becomes the initial winner and the buyer competes with the rest).

[Lebrun, 2010a] shows that an increase of the prime auction winner’s market power on
the aftermarket increases the auctioneer’s revenue. More precisely, he considers a first-price
auction with two bidders, and demonstrates that, when the prime auction winner gets a higher
probability of making take-it-or-leave-it offer on the secondary market, it leads to higher seller’s
expected revenue. This result is in line with the buyer and seller effects of Haile: a higher mar-
ket power on the aftermarket increases the value of winning the prime auction.

3.3. Standard auction forms with resale: revenue rankings

[Hafalir, Krishna, 2008] show that with two bidders, the first-price auction with resale
brings higher expected revenue than the second-price one when the winner makes a take-it-or-
leave-it offer to the loser!?. [Lebrun, 2010b], discussed in more detail in Section 5.3, extends this
result to the full disclosure case, where both the winning and the losing bid are announced af-
ter the primary auction.

[Hafalir, Krishna, 2008] assume that virtual valuations of buyers are regular (increasing).
However, later [Cheng, Tan, 2010] have shown that once this assumption is relaxed the ordering
may be reversed: the second-price auction may bring higher expected revenue. Their model
exploits the bid-equivalence result: an auction with asymmetric independent private values
generates the same distribution of bids as a pure common-value auction. In several models of
auction with resale both strong and weak participants bid in such a way that the probability to
win is the same for each of them, in this sense they become symmetric. This result, called
«symmetrization», is natural for an auction with a perfect resale market, but it also can be ob-
tained in models with imperfect markets. It can also be explained through common value analo-

12 [Hafalir, Krishna, 2008] also consider alternative aftermarket arrangements, including monopsony
(a situation with the buyer having all bargaining power on the aftermarket) and show that they lead to
the same results provided that no information regarding the winning bid on the primary auction is an-
nounced.
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gy: both bidders have the same marginal gains of winning, so their strategies are symmetric
meaning that they behave as if their valuations were common and not private. Just as the bid-
equivalence result, it may fail with more than two bidders.

[Virag, 2013] shows that with more than two bidders symmetrization in first-price auc-
tion is incomplete: a stronger bidder is more likely to win, but less so than without resale. [Virag,
2016] comes to the same conclusion in the first-price auction with reserve price and shows the
possibility of both rankings of second- and first-price auctions.

4. Optimal auction form when resale is possible

Comparison of classic auction forms leads us to a follow-up question: if some formats
are better than others, what is the best auction? Revenue maximization and efficiency are gene-
rally incompatible. Moreover, choices required to achieve those goals are sensitive to changes
in assumptions, one of which is resale possibility. Resale possibility is not important for the
efficiency property in a symmetric auction, as an efficient auction will not disclose information
that could lead to profitable resale. When everybody believes that the auction winner has the
highest use value (for the efficient allocation this only means correct beliefs) there are no po-
tential gains from resale.

The two main results on optimal mechanisms with resale are described below: Zheng’s
and Lebrun’s auctions. They differ primarily in their approach to the aftermarket. While Lebrun
uses additional rules to expand the capabilities of simple auctions, Zheng creates a completely
original algorithm.

4.1. Recursive auction with resale

[Zheng, 2002] follows a recursive approach to constructing the optimal auctions with
resale. He considers the prime auction and the aftermarket as essentially different stages of the
same process, so his auction is built from the end: after the current owner sells the item, the
new owner uses the same procedure knowing that the next buyer, in turn, will also employ the
same procedure. The selection of this iterative process in the first place is not self-evident, but
it is unprofitable to deviate once it is in place.

The main idea of Zheng’s auction is to ensure that the probability of selling to a specific
bidder is such that after the trade this bidder would choose a resale mechanism relying on the
same relative virtual valuations as the initial owner. This can happen only under strict condi-
tions on value distributions, otherwise the existence of an optimal mechanism is not guaran-
teed. As auction changes the ex-post information distribution, it is generally possible to get cy-
cles of resales or even bubble-like behavior (when every resale makes the next one more likely
and happening at higher prices).

How should the optimal auction proceed if the conditions are met? Each stage (that ends
by selling the item or ending all trade) proceeds in rounds. In every round the current owner
assigns bidder with the highest virtual valuation as the «leader». Then, the current owner sets a
reserve price, secretly informs the leader of it (at this point the leader can immediately drop
out) and solicits bids from every bidder with virtual valuation higher than that of the owner.
Only the leader can win the item, other bidders cannot win in this round, but they can prevent
the leader from winning and thus get closer to being future leaders themselves. After getting
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the bids, the owner transforms the leader’s bid (Zheng derived the required transformation)
and compares it to other bids. If the leader is outbid, she leaves the auction and a new leader is
assigned among the remaining bidders. Otherwise, the leader wins the item and her bid is an-
nounced.

If the leader bids too little, she cannot buy the item on the aftermarket, as she is excluded
from the optimal auction in the aftermarket. If she bids too much - she overpays. If a non-leader
bids too little, the leader wins and might raise up the reserve price too much. On the other hand, if
a non-leader bids too aggressively, it also affects the reserve price and makes it more costly to get
the item afterwards. This system of incentives ensures that at every stage the process will resem-
ble the Myerson's auction and produce the same expected revenue.

[Zheng, 2002] puts quite abstract regularity conditions on bidders' value distributions
that support optimal equilibrium of the recursive procedure. [Mylovanov, Troger, 2009] refine
Zheng’s assumptions and generalize his results. They have shown that the result in the two-
bidder case relies on only one of the initial assumptions - which the probability of getting the
item and virtual valuation should increase together. In the n-bidder case another Zheng’s as-
sumption is sufficient alone: the current owner should have the same allocation bias as all the
possible remaining bidders. This result allows describing what exactly the regularity condition
restricts. Suppose we know the distribution of the last bidder’s value. If we also know the sup-
ports of values distributions for all the other bidders, we can backtrack the unique set of distri-
butions that allows using Zheng’s optimal auction. Only the first player can be drawn from several
possible distributions. If any buyer has any other value distribution, iterative auction may not
achieve Myerson's surplus and is not necessarily optimal. As Mylovanov and Troger note, this is
quite a strong assumption, even though it is less severe than the uniform distribution assumption.

Although Zheng’s «detail-free» and «commitment-free» approach results in an auction
that is optimal in some settings, this optimality depends entirely on the aftermarket being the
same procedure. It is easy to find obstacles to this construct. For instance, commitment oppor-
tunities may vary between the bidders. Even pairwise heterogeneity or some constraints (from
financial to time constraints) could force the resellers to use different forms of resale, upending
the optimality result. Therefore, the generality of Zheng’s auction is based on strong assumptions.

4.2. Auction with screening levels

[Lebrun, 2012] follows another approach to constructing the optimal auction, based on a
different set of assumptions. He builds a mechanism in two special cases: the two-bidder case and
the n-bidder case with all but one bidders being symmetric. Rules are simple: ordinary second-
price and English auctions with entry fee and a reserve price!3. However, in other dimensions
his auction is still complex: entry fees are calculated from virtual valuations, reserve prices are
personalized (and again, calculated using virtual valuations) and the resulting equilibrium is
not necessarily unique.

Lebrun uses two-bidder second-price auction with possible resale and also shows the pos-
sibility of optimal English auction in the two bidder case and with n > 2 bidders when there are
two types of bidders - one strong and others weak. Lebrun assumes nondegeneracy of the value
distribution and extended resale monotonicity: density must be nondecreasing when transfor-
med in a particular way.

13 The role of reserve price is also covered in [Haile, 2000; Virag, 2016].
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The «optimal screening level» is defined by Lebrun as the «smallest value at which he
[bidder] may receive the item under the optimal allocationy; it is the inverse of the virtual valua-
tion.

The second price auction in this paper has entrance fees, personally calculated for each
potential bidder from distributions, as well as a reserve price and screening levels. If both bid-
ders pay the fee, they enter the second-price auction with a reserve price. While assignment
rules are just as in the ordinary version of the auction, information disclosure is minimal - a
bidder learns only whether she won and at what price; what the other bid was and even whether
there was another participant in the auction is not revealed. Those details are essential to
shape aftermarket in an optimal way. In the aftermarket the winner makes a take-it-or-leave-it
offer. It is equivalent to the first-price auction with a reserve price and only one bidder.

English auction is similar, but adds an assumption that there are n - 1 bidders with the
same distribution and n'th bidder is different from them. Under the assumption that the
screening levels are identical (as 1,..,n - 1 bidders face the same sets of opponents) and virtual
valuation results in a bias towards bidders 1,..,n - 1 auction and the aftermarket are structured
as English auctions, where resale happens only among bidders that were not winners.

Note that entrance fees are necessarily interconnected: the fee for each participant relies
on information about another (primarily, her value distribution). The purpose of fees is similar to
distribution assumptions in [Zheng, 2002]: they ensure proper composition of potential resel-
lers. Only biasing the bids as in Myerson's optimal auction is not enough, complete exclusion of
some bidders is also necessary to achieve optimality.

4.3. Worst-case optimal mechanism

Finally, a working paper by [Carrol, Segal, 2016] takes another definition of revenue-
maximization: the auctioneer wants to maximize the worst-case expected revenues when resale
procedure is not known. In this case it is possible to construct an auction with truthful equilib-
rium where resale does not happen even under assumptions most conducive to its possibility
(the highest-value bidder knowing other bidders' values in the aftermarket and possessing full
bargaining power). Even though this auction requires less restrictions on value distributions and
is more robust, comparison with other optimal auction formats should take into account the
difference in goals of these auctions - the worst-case expected revenue might be much lower
than the maximal expected revenue in cases when Zheng's or Lebrun's assumptions apply.

5. Modelling auction’s environment
While ranking of standard auction formats and design of the optimal auction are central
to auction theory and studies of auctions with resale, they are sensitive to modelling details: how
bidders enter the primary auction, what are their value distributions, how they interact after
the primary auction. Papers discussing the effects of those details are reviewed in this section.

5.1. Entry

A typical model of an auction assumes an exogenously fixed number of bidders. In con-
trast, papers reviewed in this section model costly entry which makes the set of participants
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endogenous. Costly entry interacts with resale: entry decision and behavior in the aftermarket
become linked because entry decision depends on how competitive the aftermarket is, which is,
in turn, affected by the entry to the main auction. Those who refuse to pay the entry fee for the
prime auction can enter the aftermarket for free, but those who pay get an advantage on the af-
termarket if they win the item. This option value to stay out of the main auction depends on the
player’s type.

[Xu, Levin, Ye, 2013] assume two levels of entry costs (high and low) that are randomly as-
signed to players drawn from the same value distribution. They show that resale induces the
low-entry-cost type to be more aggressive in the main auction and the high-cost type to be less
aggressive and characterize a symmetric equilibrium. Furthermore, they show that the revenue
equivalence between standard auctions from the «classical» theory holds in the symmetric equi-
librium. Numerical estimates in [Xu, Levin, Ye, 2013] show that resale opportunities increase
entry, but have an ambiguous effect on efficiency and revenue.

[Che, Lee, Yang, 2013] characterize equilibrium in the second price auction with sequen-
tial entry of two bidders and show that there is a threshold in bargaining power division that
separates two opposite effects of resale on entry. If reseller’s bargaining power is above the
threshold, the resale opportunity causes the bidder that enters first to have a higher (relative to
no resale case) incentive to enter, otherwise this incentive is lower. This result is in line with all
the other results that show the reseller’s bargaining power to influence incentives in the auc-
tion, but now extended to sequential entry.

[Celik, Yilankaya, 2016] study costly entry with resale. Resale can be driven by asymmetry
in distributions of potential bidders' valuations or by the asymmetry of the equilibrium in the
prime auction. The authors study the second case: the distributions are the same (and convex),
but the bidders use different entry and bidding strategies. Asymmetry of the equilibrium is dri-
ven by the cost of entry and, with resale, also by speculative motives. Celik and Yilankaya show
that costly participation by itself may cause those asymmetries, but with resale they will be more
pronounced. Moreover, the asymmetric equilibrium they construct brings higher social welfare
than any other equilibrium they consider (symmetric or asymmetric in either resale or no resale
cases). Beyond efficiency it is hard to say much: revenue comparison is ambiguous. The asym-
metric equilibrium is robust to alternative decision timing and relaxing costless resale assump-
tion.

[Che, Klumpp, 2015] compare auctions and sequential mechanisms in a costly entry set-
ting inspired by [Bulow, Klemperer, 2009]. While auctions without resale show higher efficiency
but lower revenue than sequential mechanisms, with resale comparisons are more nuanced.
Both revenues and efficiency are higher with resale than without. While in auctions this is driven
by more entry, in sequential mechanisms this result is due to more aggressive bidding strategies.

5.2. Speculation

Standard auctions are very robust to «speculators», i.e. bidders with zero own value for
the item. Such a bidder cannot expect positive revenue from active participating (submitting a
positive bid) in any standard auction. One would naturally expect the same to hold in auctions
with resale, but there is a body of literature that qualifies this claim.

[Garratt, Troger, 2006] consider adding a speculator with commonly known zero own
value to the otherwise symmetric and ordinary auction setting. Without resale, the auction is



344 HSE Economic Journal No 2

not affected by the presence of a speculator, as her dominant strategy is to abstain. However,
when the speculator is known to want to resale and to be able to do it, she gains from active
bidding. The paper shows that this bidding can result in positive profit for the speculator under
certain assumptions, but not in the Dutch or the first-price auction.

[Pagnozzi, 2010] focuses on speculation in multi-unit auctions and the issue of «demand
reduction» (demand reduction is discussed in Section 5.4 below). He shows that revenues of the
auctioneer can be hurt by speculators who affect incentives to reduce demand more than they
affect competitiveness of the primary auction.

An interesting analysis of speculation can be found in [Bose, Deltas, 2002]. They show a
somewhat counterintuitive result: sometimes it makes perfect sense to exclude not specula-
tors, but final consumers from the auction, when speculators are also important as middlemen.
For this to happen, first, final consumers participating in the auction should be only a small part
of whole set of final consumers. Second, most final consumers should be able to get the item
only through middlemen (we can also think of them as providers of marketing channels). Then,
a final consumer that participates in the auction creates the winner's curse!*: when speculators
have to outbid this customer, their bids (and, ultimately, the auctioneer’s revenues) are lower.

5.3. Information and disclosure

Information flows change beliefs about other's valuations. Hence, some transaction might
be beneficial by itself, but hurt a bidder in the aftermarket as it discloses her value.

Important question regarding information is whether the «linkage principle» can be ex-
tended to auctions with resale. The linkage principle (due to [Milgrom, Weber, 1982]) states that
the auctioneer has incentive to collect and reveal to the bidders all the free information on the
item's worth. The main reason to disclose even bad information is that this information is already
accounted for in players' bids, as they are conscious of the winner's curse. However, as [Haile,
2003] points out, the common value component that is created by resale opportunities is dif-
ferent from correlation of private information.

[Mylovanov, Troger, 2008] show that in the general situation of informed principal and
private values the principal’s type does not affect equilibrium when among mechanisms with
full information there is one that is ex ante (i.e. before the principal learns her type) optimal.
However, it is difficult to specify under which circumstances we can expect this condition to
hold. One natural example is when the optimal mechanism relies on a secret reserve price that
depends on the principal's private information.

[Hafalir, Krishna, 2008] assume that bids are not disclosed after the auction in order to
avoid the ratchet effect'®. [Lebrun, 2010b] shows that there exists the equilibrium that circum-

14 The «winner’s curse» refers to common value auctions, where the winner infers from the fact of
winning that she has been the most optimistic among all bidders about the item’s value. This is bad news
for her. A rational bidder takes this potential future bad news into account when deciding how much to
bid, so in equilibrium she does not get disappointed by the fact of winning.

15 The «ratchet effect» arises when the principal wants to use information about the agent’s current
performance for designing future incentive schemes, which makes the agent concerned about revealing
private information in a dynamic environment under the principal’s limited commitment. This was a serious
problem in the Soviet planned economy. See: [Weitzman, 1980; Freixas, Guesnerie, Tirole, 1985].
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vents this problem. Ratchet effect appears when there are several stages of trading (which is
almost always the case in auction with an aftermarket) and information disclosure in the first
stage may decrease the later revenue, so information is not fully revealed. It is a common prob-
lem in contract theory as it often affects contract efficiency. Hafalir and Krishna supposed that
the ratchet effect will decrease the auctioneer's revenue, but Lebrun has shown that, under full
bid disclosure, equilibrium with the same revenue still exists. However, in this equilibrium the
bids in the auction stage are quite complicated.

Finally, the issue of information revelation is related to more general questions about in-
formation structure in mechanism design. For example, a working paper by [Dworczak, 2017]
describes the set of revelation policies compatible with truthful mechanisms in a very general
sense; he does not assume a specific aftermarket structure. He shows that this set consists of
«cutoff policies», i.e. those policies that reveal only that the winner have cleared some threshold,
but not by how much and withhold any information on any other bid.

5.4. Multi-unit auctions

Classic auction theory assumes only one item on sale not only for parsimony, but also
for tractability reasons: even when items are not complementary and bidders' preferences
over bundles are relatively simple?®, their bidding strategies become more complicated than in
single-unit auctions. However, splitting multi-unit auction into more tractable simultaneous
single-unit auctions is not only hard to implement technically, it is often not a good solution to
the multi-unit auction problem. A famous example is collusion in FCC auctions, where bidders
used the lowest digits in multi-million bids (mere hundreds of dollars) to signal their interest in
particular spectrum bids (see more in [Cramton, Schwartz, 2000]).

There are many possible multi-unit auction formats, but those are usually divided into
two types: uniform and discriminatory. The difference is whether winners pay their respective
bids or all pay the same price. Internet search advertisement auctions are example of the former
and Treasury auctions - of the latter. Treasury auctions are run regularly, provide important bud-
get source for US government and are instrumental in pricing securities that is crucial for fi-
nancial industry.

Financial securities in general are often resold, but Treasury bills’ pricing depends on the
aftermarket even more than that of an average security. There is a body of research on draw-
backs and benefits of different auction types for this specific market (nicely summarized in
[Bikhchandani, Huang, 1993]).

Even in the simplest discriminatory auction with unit demand and symmetric bidders,
when resale is possible it happens with a positive probability in equilibrium. Moreover, with mo-
re than two bidders the equilibrium may not be symmetric and monotone (a counterexample is
provided in [Hafalir, Kurnaz, 2015]) if the seller has all the bargaining power and chooses the
mechanism.

Pagnozzi studies multi-unit auctions with resale with a focus on the «demand reduction»
effect: strong competitor might prefer to buy some units on the aftermarket rather than compete
harder in the prime auction. [Pagnozzi, 2007] shows how seller's revenue can increase when

16 The simplest assumption is unit demand - a bidder wants only one item, but does not care which
one of several on sale.
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weak bidders are attracted by the opportunity to resell to strong bidder in the aftermarket.
However, [Pagnozzi, 2009] shows the possibility of an opposite scenario: speculators may be
unwelcome because their entry strengthens the incentives for the strong bidder to reduce de-
mand. [Pagnozzi, 2010] suggests a way to avert demand reduction: to bundle units together so
that resale is possible only from the strong to the weak bidder.

6. Empirical evidence

Theory of auctions with resale dates back at most to late 1990s, but empirical research
is even younger, mostly published in 2010s with the only exception of [Haile, 2001]. That paper
is also not typical as it studies real auctions rather than experimental data. Real auctions have
more parameters (and more importantly, unobservables) than experiments, so it is harder to
obtain clear identification.

[Haile, 2001] is a direct extension of the author’s earlier works. Specifically, it addresses
his main theoretical point, the effect of competition on bids and valuations themselves (buyer
and seller effects described in Section 3.2).

Timber auctions suit the framework of auctions with resale perfectly: plots with timber
are sold long before timber is fit to be harvested, before sawmills get the information about
idiosyncratic future demand. Recession in 1980-1981 caused a change in policy, effectively pro-
hibiting resale in US. Not only explicit resale was severely limited, but contract lengths were cut,
required deposits and default penalties were raised. Haile's uses the following instrumental
variable approach: with resale, each additional competitor means higher valuations; the number
of sawmills in a county and its neighborhood can be used to instrument for competition. Number
of participants itself could be correlated with unobservable characteristics of the particular auc-
tion, biasing the result. He finds that the number of (competing) sawmills significantly increases
bids in all specifications before resale is restricted and its effect becomes significantly (almost
twice) smaller after the policy change.

[Lang, List, Price, 2011] gather an extensive dataset on timber auctions in British Co-
lumbia, Canada; it includes data on about 3000 auctions. Yet, as they cannot measure the level
of resale opportunities that creates unobserved heterogeneity, they resorted to laboratory ex-
periment. The experiment consists of two parts: the first-price auction with or without resale
and the risk preference elicitation stage. They conclude that risk aversion and resale possibili-
ties create data patterns that can be easily mistaken for collusive behavior.

If risk aversion helps to explain the experimental data, what other ideas could help to
accommodate the data? [Georganas, 2011] explores behavioral approaches to the analysis of
his experimental data on English auctions with resale. He notes a clear difference between an
English auction without resale where people behave in a manner prescribed by the Nash equi-
librium, and an English auction with resale, where evidently people play a very different game
(even though the same Nash equilibria are still valid). Several behavioral hypotheses are con-
sidered; some are shown to be inconsistent with the data. In particular, risk aversion cannot ex-
plain all the patterns in the experimental data, although it can be a contributing factor. Such
behavioral factors as «joy of winning» and spite are not supported by the data. The author ap-
plies two methods for modelling boundedly rational behavior: Quantal Response Equilibrium
(QRE) and k-level reasoning and shows that they can explain the data better than ordinary Nash
equilibrium analysis.
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Recall from Section 3.3 that [Hafalir, Krishna, 2008] predicted symmetrization of bids
when resale becomes available: stronger bidders shade their bids while weaker ones speculate.
[Georganas, Kagel, 2011] test this prediction and do find this convergence. However, weak types
are not as aggressive as they are predicted to be. This could be a sign of risk-averse behavior,
but in other cases those bidders are roughly risk-neutral. There is less symmetrization than
expected.

Another experimental paper that tests [Hafalir, Krishna, 2008] is [Kosmopoulou, Jog,
2015]. They compare seller- and buyer-advantaged resale regimes and show that seller's advan-
tage, as expected, produces higher bids. Another observation that resale price closely follows the
bids, is not so often encountered in this literature and may merit a separate investigation.

[Saral, 2012] looks at behavior in English clock auction and how it is affected by fine-
tuning the aftermarket bargaining power. She observes that the more bargaining power the
reseller gets, the higher become the bids in the prime auction. Thus, a powerful final buyer causes
demand reduction, while a powerless final buyer incites speculatively high bids.

[Jog, 2012] reports two experiments in the first-price auction with resale setting. The first
experiment considers various distributions of bargaining power between the seller and the
buyer, testing for symmetrization of bids. The theory states that, both in monopoly and mo-
nopsony cases, the seller and the buyer should symmetrize their equilibrium bids, which is ex-
perimentally demonstrated in the first part of the dissertation. The second experiment is devoted
to «double auction» setting with equal bargaining power for both parties. In this case symmettri-
zation is not prevalent.

[Filiz-Ozbay, Lopez-Vargas, Ozbay, 2015] take on an ambitious task - to compare experi-
mentally two multi-unit formats: Vickrey with package bidding and simultaneous second-price
auctions. Vickrey auction, presumably, can handle well valuation externalities of packages, while
simultaneous second-price auctions have clear computational benefits - they are much simpler
to run. It is not a priori clear how resale will change this comparison: the simultaneous auction
may achieve higher efficiency and problems with information acquisition in the Vickrey auc-
tion can become less severe. Aftermarket is modelled as take-it-or-leave-it offers, as in [Hafalir,
Krishna, 2008]). [Filiz-Ozbay, Lopez-Vargas, Ozbay, 2015] compare four cases, two by two: resale
versus no resale and Vickrey auction versus simultaneous second price auction. The theoretical
prediction is that in both regimes Vickrey auction is efficient, but simultaneous auctions are not
efficient with or without resale. However, the experiment shows the highest efficiency in the
simultaneous auctions after the resale stage and the Vickrey format with resale demonstrates
the lowest final efficiency rates (the relative frequency of efficient outcomes in the data is used
as the measure of efficiency). Before the resale stage, simultaneous auctions with resale are the
most inefficient (less than half cases are efficient allocations). More importantly, forbidding
resale does not improve revenue in this case. While this result is in stark contrast with the theo-
retical virtues of Vickrey auction, it is in line with the empirical evidence (see [Ausubel, Mil-
grom, 2006]). The authors note that experimental Vickrey design usually suffers from complex-
ity and subjects do not behave as theory prescribes them to do. «Global» bidders (i.e., players
with positive demand for every item on sale) underbid while bidders with positive demand for
only a part of the package on sale tend to overbid (which is also in line with «<demand reduction»
literature). The authors conclude that, to maximize revenue, simultaneous auctions - if possi-
ble - should be accompanied by resale possibilities.
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7. Conclusion

Theory of auctions with resale is a young and fascinating topic that provides insights into
the frontiers of economic theory. Resale opportunities greatly affect many interactions, from
ticket-buyers and museums to governments and telecom companies. Yet, due to complexity of
the matter, few clear and general conclusions follow from this literature.

One important lesson both from the theoretical and experimental research is that reve-
nues are largely driven by reseller's market power on the aftermarket, be it a speculator as in
[Bose, Deltas, 2002] or an ordinary bidder as in [Hafalir, Krishna, 2008] and the literature that
stems from it.

Second, a healthy balance between robustness (realism) and theoretical optimality of the
solution is paramount for applications. For example, the optimal auction with resale heavily de-
pends on a particular model of aftermarket and comparisons between classic auctions may de-
pend on fine details of value distributions.

Third, linkages between all stages from entry to the prime auction to the final trades on
the aftermarket may be as important as the stages themselves. If incentives (or information stru-
cture) in the middle of the model are incorrect, even correct understanding of individual stages
will bring wrong results.

Finally, the research in the field is far from being complete and merits much more atten-
tion.

Kk
*

References

Ausubel L.M,, Cramton P. (1999) The Optimality of Being Efficient. Mimeo.

Ausubel L.M., Cramton P. (2004) Vickrey Auctions with Reserve Pricing. Economic Theory, 23, 3,
pp- 493-505.

Ausubel L.M., Milgrom P. (2006) The Lovely but Lonely Vickrey Auction. Combinatorial Auctions,
17, pp. 22-26.

Bikhchandani S., Huang C.F. (1993) The Economics of Treasury Securities Markets. The Journal of
Economic Perspectives, 7, 3, pp. 117-134.

Binmore K., Klemperer P. (2002) The Biggest Auction Ever: The Sale of the British 3G Telecom Li-
cences. The Economic Journal, 112, 478.

Bose S., Deltas G. (2002) Exclusive Dealing through Resellers in Auctions with Stochastic Bidder
Participation. Southern Economic Journal, 69, pp. 109-127.

Bulow ]., Klemperer P. (2009). Why Do Sellers (Usually) Prefer Auctions? The American Economic
Review, 99, 4, pp. 1544-1575.

Calzolari G., Pavan A. (2006) Monopoly with Resale. The RAND Journal of Economics, 37, 2, pp.
362-375.

Carroll G.D., Segal L.R. (2016) Robustly Optimal Auctions with Unknown Resale Opportunities. Stan-
ford University.

Celik G, Yilankaya O. (2015) Resale in Second-Price Auctions with Costly Participation. Kog Univer-
sity-TUSIAD Economic Research Forum Working Paper Series.

Che X, Klumpp T. (2015) Auctions versus Sequential Mechanism When Resale is Allowed. 15t SAET
Conference on Current Trends in Economics University of Cambridge.



2017 HSE Economic Journal 349

Che X, Lee P,, Yang Y. (2013) The Impact of Resale on Entry in Second Price Auctions. Mathemati-
cal Social Sciences, 66, 2, pp. 163-168.

Cheng H. (2011) Auctions with Resale and Bargaining Power. Journal of Mathematical Economics,
47, 3, pp. 300-308.

Cheng H.H.,, Tan G. (2010) Asymmetric Common-value Auctions with Applications to Private-value
Auctions with Resale. Economic Theory, 45, 1-2, pp. 253-290.

Coase R.H. (1960) The Problem of Social Cost. Journal of Law and Economics, 3, 1, pp. 1-44.

Cramton P., Schwartz J.A. (2000) Collusive Bidding: Lessons from the FCC Spectrum Auctions.
Journal of Regulatory Economics, 17, 3, pp.229-252.

Dworczak P. (2016) Mechanism Design with Aftermarkets: Cutoff Mechanisms. Available at SSRN:
https://ssrn.com/abstract=2859206

Filiz-Ozbay E., Lopez-Vargas K., Ozbay E.Y. (2015) Multi-object Auctions with Resale: Theory and
Experiment. Games and Economic Behavior, 89, pp. 1-16.

Freixas X., Guesnerie R., Tirole J. (1985) Planning under Incomplete Information and the Ratchet
Effect. The Review of Economic Studies, 52, 2, pp. 173-191.

Garratt R., Troger T. (2006) Speculation in Standard Auctions with Resale. Econometrica, 74, 3,
pp. 753-769.

Garratt RJ.,, Troger T., Zheng C.Z. (2009) Collusion via Resale. Econometrica, 77, 4, pp. 1095-1136.

Georganas S. (2011) Auctions with Resale: An Experimental Study. Games and Economic Behavior,
73,1, pp. 147-166.

Georganas S., Kagel J. (2011) Asymmetric Auctions with Resale: An Experimental Study. Journal of
Economic Theory, 146, 1, pp. 359-371.

Gupta M., Lebrun B. (1999) First Price Auctions with Resale. Economics Letters, 64, 2, pp. 181-185.

Hafalir I, Krishna V. (2008) Asymmetric Auctions with Resale. The American Economic Review, 98,
1, pp. 87-112.

Hafalir 1., Krishna V. (2009) Revenue and Efficiency Effects of Resale in First-price Auctions. Jour-
nal of Mathematical Economics, 45, 9, pp. 589-602.

Hafalir I, Kurnaz M. (2015) Discriminatory Auctions with Resale. Working Paper.

Haile P.A. (2000) Partial Pooling at the Reserve Price in Auctions with Resale Opportunities. Games
and Economic Behavior, 33, 2, pp. 231-248.

Haile P.A. (2001) Auctions with Resale Markets: An Application to US Forest Service Timber Sales.
American Economic Review, 91, 3, pp. 399-427.

Haile P.A. (2003) Auctions with Private Uncertainty and Resale Opportunities. Journal of Economic
Theory, 108, 1, pp. 72-110.

Jog C. (2012) Essays on Asymmetric Auctions with Resale. The University of Oklahoma.

Jog C., Kosmopoulou G. (2015) Auctions with Resale Opportunities: An Experimental Study. Eco-
nomic Inquiry, 53, 1, pp. 624-639.

Kagel ].H., Levin D. (1986) The Winner's Curse and Public Information in Common Value Auctions.
The American Economic Review, 76, pp. 894-920.

Kagel J.H., Levin D. (2014) Auctions: A Survey of Experimental Research. Handbook of Experimen-
tal Economics.

Kagel J.H., Roth A.E. (1995) The Handbook of Experimental Economics. Princeton, NJ: Princeton
University Press, pp. 111-194.

Kaplan T.R,, Zamir S. (2014) Advances in Auctions. Handbook of Game Theory, 4.

Klemperer P. (2004) Auctions: Theory and Practice. Princeton University Press.

Krishna V. (2009) Auction Theory. Academic Press.

Lange A, List J.A.,, Price M.K. (2011) Auctions with Resale when Private Values Are Uncertain: Evi-
dence from the Lab and Field. International Journal of Industrial Organization, 29, 1, pp. 54-64.

Lebrun B. (2010) Revenue Ranking of First-price Auctions with Resale. Journal of Economic Theory,
145, 5, pp. 2037-2043.



350 HSE Economic Journal No 2

Lebrun B. (2010) First-price Auctions with Resale and with Outcomes Robust to Bid Disclosure.
The RAND Journal of Economics, 41, 1, pp. 165-178.

Lebrun B. (2012) Optimality and the English and Second-price Auctions with Resale. Games and
Economic Behavior, 75, 2, pp. 731-751.

Maskin E,, Riley . (2000) Asymmetric Auctions. The Review of Economic Studies, 67, 3, pp. 413-438.

Milgrom P., Weber R. (1982) A Theory of Auctions and Competitive Bidding. Econometrica, 50, 5,
pp. 1089-1122.

Myerson R.B. (1981) Optimal Auction Design. Mathematics of Operations Research, 6, 1, pp. 58-73.

Mylovanov T., Troger T. (2008) Optimal Auction Design and Irrelevance of Private Information.
Bonn Econ Discussion Papers, no. 21.

Mylovanov T., Troger T. (2009) Optimal Auction with Resale - A Characterization of the Condi-
tions. Economic Theory, 40, 3, pp. 509-528.

Pagnozzi M. (2007) Bidding to Lose? Auctions with Resale. The RAND Journal of Economics, 38, 4,
pp. 1090-1112.

Pagnozzi M. (2009) Resale and Bundling in Auctions. International Journal of Industrial Organiza-
tion, 27, 6, pp. 667-678.

Pagnozzi M. (2010) Are Speculators Unwelcome in Multi-object Auctions? American Economic
Journal: Microeconomics, 2, 2, pp. 97-131.

Pagnozzi M., Saral KJ. (2016) Demand Reduction in Multi-Object Auctions with Resale: An Ex-
perimental Analysis. The Economic Journal.

Riley ].G., Samuelson W.F. (1981) Optimal Auctions. The American Economic Review, 71, 3, pp. 381-
392.

Saral K.J. (2012) Speculation and Demand Reduction in English Clock Auctions with Resale. Journal
of Economic Behavior & Organization, 84, 1, pp. 416-431.

Vickrey W. (1961) Counter Speculation, Auctions, and Competitive Sealed Tenders. The Journal of
Finance, 16, 1, pp. 8-37.

Virag G. (2013) First-price Auctions with Resale: The Case of Many Bidders. Economic Theory, 52,
1, pp. 129-163.

Viradg G. (2016) Auctions with Resale: Reserve Prices and Revenues. Games and Economic Behavior,
99, pp. 239-249.

Weitzman M.L. (1980) The «Ratchet Principle» and Performance Incentives. The Bell Journal of
Economics, 11, 1, pp. 302-308.

Xu X, Levin D., Ye L. (2013) Auctions with Entry and Resale. Games and Economic Behavior, 79,
pp- 92-105.

Zhang J., Wang R. (2013) Optimal Mechanism Design with Resale Via Bargaining. Journal of Eco-
nomic Theory, 148, 5, pp. 2096-2123.

Zhoucheng Zheng C. (2002) Optimal Auction with Resale. Econometrica, 70, 6, pp. 2197-2224.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 1
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages false
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages false
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /SyntheticBoldness 1.000000
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002000d>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002000d>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /GRE <>
    /HRV <>
    /HUN <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e000d>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /RUS <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 850.394]
>> setpagedevice


