Bidding behavior in a repeated procurement
auction: A summary

Jofre-Bonet. M. and Pesendorfer. M, European
Economic Review, 44, pp.1006-1020, 2000.



Introduction

. The bidding model

. Econometric model

. The data and industry
. Estimation results

. Conclusion



2EIZH TS

1. [FLHIZ(1)

N2 (bidding model)

dynamic bidding game

bidder( X B EAFILLKBE B DR EFEE
AR EbidderDIARBEIZIRTF T 3 Fah odraw
REETIEEITEFLL=ZEI DbacklogMbiRTESN

HERTE

backloglFiBEIZTEALLE-TODIIMDRTED =



1. [ECHIZ(2)
« SFDARGIEETIL)
. Paarsch (1992), Laffont et al. (1995) D BE{1E #ff 25
LDOWNT, A= a mEBIZHEITAFARIE R
%%E?

« ¥ {EIdElyakime et al. (1994), Guerre et al.
(1998)&H$\%O) BfE770—F

o 1ER[ER :fthdDbidder®d A*LIZxt9 Bbidder®
E= (i///\7)‘|~') WIZHETE. bidder® JEXxT
T, 289451, KRBT HMAHTEDERAZE

e 2R B ARG RNEHEET. AREFEXTIE
bidcer0)1=ﬁ7&/\—x&u—4—rﬂémﬁﬂ1#*!1 ST

FAWTETE9 5.




1. [FLHIZ(3)

AETDAA

T—ARMERER

SEDRNR HEEMRE

—#% 1 Zbid L K bidderD ¥+ /3T «I1Z
@Zﬁ?éutb\_ﬁé’hj-’

backlogMIEMNIENT Hbid T HFEERH EEf
»l}j(-:/} -d_é;tf)\_ﬁé;hj—_

ARMEAFLEEDE D EFRZEFZRN RSN




2. The bidding model (1)
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2. The bidding model(2)
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2. The bidding model (3)
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2. The bidding model (4)
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2. The bidding model (5)
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3. Econometric model
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3.1. state variables(1)
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3.1. state variables(2)
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3.2. Bidder’s belief
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3.3. Inference of cost(1)

i bidlZFARIO X, D bidderDbidlZxd
FTAHES, FBEINEMNLETRTEA—X|Z
ERINS

) Erbid, {thF DIE =, value functionD BE %K
ELTCORMERINT AHZET, AREKXZTZER
TE5
ZDT77O0—FIEE#BNA—oLavIZBIT5

Elyakime et al. (1994) CIRESIN -7 7 O—F
Thb.




3.3. Inference of cost(2)
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4. The data and industry

Dec 1994~ Oct 1998 @) California Department of
Transportation@ highway construction data

bid data&L T

bid opening data, construct number, location,
number of working day, engineer’s estimate,

name, address, amount of bid, rank of bid for
each bidders

1850 contract, total value $3834.35 million
total 9679 bids, average 5.23 bidder per contracts



5. Estimation results(1)

Probit estimates of the bid submission decision®

Number of observations 68913 68913 68913
¥’ 3017.24 2952.74 699.81
Degrees of freedom 9 7 4
Psecudo R* 0.124 0.121 0.025
Log likelihood — 10977.93 — 11013.33 —12213.92
Variable
Reserve price —0.1913 — 0.1966 — (.2088
(0.042) (0.042) (0.040)
Estimate 0.3819 0.3864 0.3726
(0.040) (0.040) (0.038)
Working days — 0.1631 — 0.1649 —0.1256
(0.011) (0.011) (0.010)
Nbid-fringe —0.0514 — 0.0504 — 0.0465
(0.017) (0.017) (0.0186)
Distance — (0.1698 — 0.1694
(0.013) (0.013)
Number of wins 0.0148 0.0148
(0.001) (0.001)
Number of wins in the region 0.1806 0.1793
(0.005) (0.005)
Backlog — 0.0824
(0.009)
Backlog within the region 0.0448
(0.014)
Constant — 3.3298 — 3.3065 — 3.2593
(0.114) (0.114) (1.021)




5. Estimation results (2)
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Fig. 1. Bid distribution at average values.
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5. Estimation results (3)
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Fig. 2. Probability of submitting a bid as a function of q;.
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5. Estimation results(4)
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Fig. 3. Value function for bidder 1.
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5. Estimation results (5)
bidder 1M AfLEEELMETE SN =X FDE %R

— BID FUNCTION

i — — 45 DEGREE LINE
.
-~
~
1 | 1 | 1 | i | 1 | i [l 1 1 L 1 1 ]
1.0 1.4 1.8 2.2 2.8 a.0 J.4 3.8 4.2 4.6 :IZI\
COST x 105

Fig. 4. Bid function at average values for bidder 1.
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5. Estimation results (5)
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Fig. 5. Distribution of costs at average values for bidder 1.
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