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November 8, 2017

Abstract

The possibility of resale affects efficiency in multi-object uniform-price auctions with
asymmetric bidders. We theoretically show that when the exogenous probability of a re-
sale market is sufficiently low, final efficiency is lower than in an auction without resale.
Our experimental design consists of four treatments that vary the probability that bidders
participate in a resale market. Resale always increases efficiency compared to the auction al-
location, but it also induces demand reduction by high-value bidders, which reduces auction
efficiency. Consistent with theory and in contrast to what is usually argued, the possibility
of resale may reduce final efficiency and changes in the probability of resale have a non-
monotonic effect on efficiency. We also analyze bargaining chat data to provide insights into

the functioning of resale markets.

JEL Classification: D44, C90
Keywords: efficiency, multi-object auctions, resale, asymmetric bidders, bargaining,

economic experiments.

*We would like to thank Vitali Gretschko, the editor and the referees for very helpful comments, and seminar
participants at CESS Oxford, SEA Tampa, 2014 ESA European Meeting, 2014 EEA-ESEM Congress, Applied
Economic Workshop in Petralia, MEQRavello Workshop and EUI-Cologne Market Design Conference. We would
also like to thank Stephanie Dutcher and Philip Brookins for research assistance, members of the xs/fs group for
use of the laboratory at Florida State University, and Webster University Geneva for funding this project.

tDepartment of Economics and Statistics and CSEF, Universita di Napoli Federico II, Via Cintia (Monte S.
Angelo), 80126 Napoli, Italy. Email: pagnozzi@unina.it.

1George Herbert Walker School of Business and Technology, Webster University Geneva, Route de Collex 15,
CH-1293 Bellevue, Switzerland. Email: kjsaral@webster.ch.

Page 1 of 33



ISIf)rticles el Y 20 6La5 s 3l OISl ¥
Olpl (pawasd DYl gz 5o Ve 00 Az 5 ddes 36kl Ol ¥/
auass daz 3 Gl Gy V

Wi Ol3a 9 £aoge o I rals 9oy T 55 g OISl V/

s ,a Jol domieo ¥ O, 55l 0lsel v/

ol guae sla oLl Al b ,mml csls p oKl V7

N s ls 5l e i (560 sglils V7

Sl 5,:K8) Kiadigh o Sl (5300 0,00 b 25 ol Sleiiy ¥/


https://isiarticles.com/article/88114

