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Auctions with a new commission rate

YANG WeiXing CHENG YuMing

(College of Mathematics and Physics, Beijing University of Chemical Technology, Beijing 100029, China)

Abstract; In real auctions, apart from the seller and buyer, there is always another player—auction house, which

earns commissions. This paper reports a sealed-bid auction model with a reserve price r and a new inverse commis-

sion rate ¢ = (1/k)+/b which can better reflect the actual auction situation. First, we find the equilibrium bidding
strategy for both first-price and second-price sealed-bid auctions, and then obtain the expected revenue of the bid-
der, seller and the auction house. The results indicate that the equilibrium bidding strategy has a positive correla-
tion with both r and £ in a first-price sealed-bid auction, whereas it has a positive correlation with £ but a negative
correlation with r in a second-price sealed-bid auction.

Key words: inverse commission rate; reserve price; expected revenue
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