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If theres one thing an economist should be able to tell you how to do,
Its successfully list an item on the auction website eBay. Auction
theorists are, after all, celebrated in the profession. one of them,
Susan Athey, won the John Bates Clark medal in April. (Clark
medallists, who include Paul Samuelson, Joseph Stiglitz and Steven
Levitt, are scarcer than Nobel laureates.))J O O U 0O O O 0O O O O
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although the theory of auctions is well-developed, its predictions are
sensitive to wrinkles in reality. For example, the standard economic
assumption that people are rational is usually a good one: when the



price of beer rises, most people drink less beer. But auctions require
"If he thinks that she thinks that | think that he thinks" chains of
reasoning that tend to have weak links. Those links can easily break if
any bidder has any reason to suspect that any other bidder is
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auction. Most auction theorists assume a fixed number of bidders, all
poised and ready to bid. But while economists can assume bidders
Into existence, eBay sellers have to go out and hook them.J O [J [J
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no minor oversight of auction theory. Paul Klemperer, one of the
economists behind the massive "3G" auctions for mobile phone
operators, has shown that trivial-seeming features of an auction can
have big (and disastrous) effects by repelling bidders. For these
reasons and others, wise auction theorists would avoid predicting
how a specific auction design will work without knowing much more
aboutthecontext. 100Test U 0 D O D OO OODOOOOOOMO
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