
 

1 22 Revenue Maximizing Auctions

Note start thinking about course projects

Still want incentive compatibility but wa t to

maximize revenue rather than social surplus

Trivial example single item single bidder

posted price mechanism

Need to make some extra assumptions
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Note unlike true valuation could be negative
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Thy If F regular field then virtual welfare

maximizing allocation rule is monotone

Pfskett
fi's regular higher bids result in higher virtual

values

same logic as for surplus maximization
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Give to bidder with highest virtual valuation

bidder with highest valuation

price is second highest by Myerson

virtual values can be negative

If all negative best not to give item to anyone
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