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Abstract

We study a setting where vertically-differentiated sellers (e.g. sellers of different reputations for honesty) simultaneously offer sealed-bid, second-price, single-unit auctions for identical goods to unit-demand buyers. Such a setting captures salient aspects of a wide range of real-life settings, ranging from Internet auction marketplaces, such as eBay, to simultaneous auctions of telecom spectrum and mineral rights. We characterize the form of the bidding equilibria and derive expressions for the corresponding allocative efficiency and expected seller revenue. When bidders are restricted to submit at most one bid, our theory predicts the existence of a unique Bayes-Nash equilibrium that resembles a form of probabilistic “mating-of-likes”.  Allowing unit-demand bidders to place an arbitrary number of bids induces complex mixed strategy profiles where bidders place positive bids in all available auctions. The probabilistic nature of the bidding equilibria introduces allocative inefficiencies that arise from the lack of coordination in auction selection among bidders. We test our theoretical propositions in a controlled laboratory experiment with induced values. Our experimental analysis finds conformance as well as departures from theory. We find that 78% of bidders bid on a single seller and that higher bidder types are more likely to choose higher reputation sellers, but they do so in a randomized manner. We find that bidders tend to crowd on the highest reputation seller and fail to appropriately adjust for risk associated with the lowest reputation seller. Such departures from efficient bidding further exacerbate the inefficiency of simultaneous auctions, hurting bidders but benefiting extreme reputation sellers. Encouragingly there is evidence of learning as efficiency rises in later stages of the experiment. 
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