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Study of an auction model with both a reserve price and

an inverse commission rate

YANG WeiXing

(Faculty of Science, Beijing University of Chemical Technology, Beijing 100029, China)

Abstract; In order to reflect the actual situation, this paper reports a study of a sealed-bid auction model with both

a reserve price and an inverse commission rate. Firstly, we find the equilibrium bidding strategy in both first-price

and second-price sealed-bid auctions. Secondly, we obtain the expected revenue of the bidder, seller and auction

house, then these results are compared using two models—one with a fixed commission rate and the other without a

commission rate. Thirdly, we study the influence of the reserve price and the coefficient in the inverse commission

rate on the equilibrium bidding strategy, and on the expected revenues of the bidder, seller and auction house. The

results indicate that the expected revenue of the seller has a positive correlation with both r and £, whereas the ex-

pected revenue of the bidder has a positive correlation with k£ but a negative correlation with r.

Key words: sealed-bid auction; inverse commission rate; reserve price; expected revenue
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