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ABSTRACT

This lecture provides a brief and non-technical introduction to “Auction Theory”. First, it is
discussed why auctions are important. We provide some real-life examples of auctions.
Subsequently, we discuss the evolution of auction theory as a discipline. Then we introduce
four basic kinds of auctions and analyze the benchmark model where a single indivisible
object is up for sale. Thereafter, we provide a discussion of the revenue equivalence
theorem. We also discuss some issues related to the design of optimal auctions. After this we
generalize the benchmark model, relax its assumptions, and analyze the interdependent
value model with affiliated types. We also focus attention on common value auctions and
winner’s curse. Thereafter, we proceed to analyze multi-unit auctions (where more than one
unit is up for sale). It may be noted that auctions of many interrelated objects raise issues
that do not come up in the analysis of "standard" single unit auction formats. We introduce
various new auction formats: (i) Share Auctions (ii) Simultaneous Ascending Auction (iii)
Combinatorial Clock Auctions and (iv) Incentive Auctions. We discuss the real-life
applications of these auctions and the challenges and complexities of implementing them.
Lastly, we provide some concluding remarks.
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