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JO00000000000000O000O000 Fortunately for
economists, eBay offers solutions as well as problems. With hundreds
of thousands of auctions starting every day, the auction site provides
masses of data. And if the publicly available data isnt enough, its also
easy to conduct an experiment "in the field", studying bidders in their
natural habitat.(J O 00 O O O (University of Arizona)d O O O [
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(1 O O David Reiley, an economist at the University of Arizona, has
been studying online auctions since before eBay existed. In a recent
paper with Rama Katkar, he investigated whether reserve prices in
eBay auctions should be openorsecret. J O O O 0O OO0 O OO
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OO000000000000 Auction theory offers an argument
that a secret reserve price is better. A secret reserve price allows
bidders to see each others gradually ascending bids and thus draw
confidence that they are not alone in prizing the item. Even though
the bids are too low to beat the reserve, they serve an important
purpose of reassuring bidders that others are also interested. An open
reserve price on eBay makes that reassurance impossible. nobody
can submit a bid below the open reserve, and lacking any signs of
confidence from other bidders, there is a danger that nobody may
submitabidaboveiteitherJ OO0 OO0 OO0 OO0 O0OOO
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[J O O There are too many imponderables to tell whether this
theoretical argument is what really counts in practice. So Katkar and
Reiley put the theory to the test by simply selling 50 matched pairs of
collectible cards, half with an open reserve price and half with a secret
reserve price of the same level. Their conclusion, contrary to the
theoretic argument, is that secret reserve prices are
counterproductive. Far from stimulating interest they seem to put off



bidders,who perhaps fear that a secret reserve is secret because it is far
too high. Not wishing to waste their time, many of them just click
"back" on their browsers and find somewhere else to bid.[1 I [0 [
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[J O O O The conclusion may not shake the world but the method
Is important. David Reiley was one of the first economists to realise
that the internet was generating vast amounts of researchable data.
Now that data, from sites ranging from eBay and Amazon to
Match.com, is enriching the study of economics. It may enrich a few
eBaysellers,too.0 Do D OO OO OOOOOOONO(The
Undercover Economist)J 0O O O O O O (Little, Brown)d U O [
00000 O Tim Harfords book "The Undercover Economist"
(Little, Brown) is out now in paperback. 100Test O [ O O 0O O O
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