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Motivation

• Information disclosure could help bidders in 
the auctions as the matching mechanism to 
show them which auction is the right one to 
participate



How Information Disclosure Works?



How Information Disclosure Works?



Used-Car Wholesale Auctions in U.S.

• Sellers provide used-cars of different qualities

• Bidders with different tastes

• Asymmetric information between sellers and bidders

• Simultaneous English auctions in different “lanes”

• Seller can reject selling to the highest bid without any 
cost



Why Bidders’ Tastes differ?

• Dealer-bidders will resell to customer in 
their own neighborhoods

• Local tastes shape their values for different 
qualities of vehicles
‒ Consumers in low-income neighborhoods prefer 

low-quality cars

‒ Dealer-bidders from low-income neighborhoods 
wants more low-quality cars
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Hypothesis

• Information disclosure… 

1. Helps bidder target the cars they choose to bid on

2. Increases the probability of sale for any given quality 
level, even larger for qualities at the extremes of the 
distribution

3. Affects little on prices of sold cars if reserve prices are 
adequately set by a patient seller



Experiment Design

• What information was disclosed and 
withheld?

• What were the treatment and control groups?

• How was the experiment conducted?

• What were the outcomes? How to measure 
the outcomes?



Standard Condition Score (SCR)

• It covered vehicle’s exterior condition, all 
imperfections, interior condition, but did not cover 
mechanical condition

• Estimated costs to correct the reported damages 
(exterior and interior)

…
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Experiment Design

• What information was disclosed and 
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• How was the experiment conducted?

• What were the outcomes? How to measure 
the outcomes?



What were the treatment and control 
groups?

Treatment Control

Bidder

SCR SCR



Experiment Design

• What information was disclosed and 
withheld?

• What were the treatment and control groups?

• How was the experiment conducted?

• What were the outcomes? How to measure 
the outcomes?



How was the experiment conducted?

• 19-weeks observation was made with one 
auction within one week
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How was the experiment conducted?

Each week, approximately 1500 cars were 
registered for the auction



How was the experiment conducted?

Each week, approximately 150 – 600 out of 
1500 cars were inspected



How was the experiment conducted?

The inspected cars were randomly assigned to 
treatment or control group



How was the experiment conducted?

4118 cars

vs.

Treatment Control

3980 cars



How was the experiment conducted?

• Randomization check between treatment and 
control group on their: 

 Condition score

 Repair cost*

 Mileage

 Model year

 National Auction Price



How was the experiment conducted?

10 weeks 9 weeks

+



Experiment Design

• What information was disclosed and 
withheld?

• What were the treatment and control groups?

• How was the experiment conducted?

• What were the outcomes? How to measure 
the outcomes?



What were the outcomes?

• Proportion of cars sold

• Transaction price

Type A Type B Type C Type D

National 
Auction 
Price 
(NAP)

NAP NAP NAP

standardized price = sold price / NAP



What were the outcomes?

• Bidder’s behavior

Buyer A

Lane 1 Lane 2 Lane 3

Lane 6Lane 5Lane 4
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Average Effects of Information 
Disclosure

• The effect on sales probability

Weeks 21- 30: not- sufficient information disclosure
Weeks 31- 39: sufficient information disclosure



Average Effects of Information 
Disclosure

• The effect on auction prices

Weeks 21- 30: not- sufficient information disclosure
Weeks 31- 39: sufficient information disclosure



Result of Hypothesis 1

• Hypothesis 1

– Information disclosure helps bidders target the 
vehicles they choose to bid on

– It is supported



Result of Hypothesis 1
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Result of Hypothesis 1

Lane No.         1       2       3       4     …………     11      12

Bidder A

1st Car

2nd Car

Y = 1

Bidder B

1st Car

2nd Car

Y = 2



Result of Hypothesis 1



Result of Hypothesis 2

• Hypothesis 2

– Information disclosure increases the probability of 
sale for any given quality level

– And, the impact is larger for qualities at the 
extremes of the quality distribution

– It is supported



Result of Hypothesis 2

Inverse 
proportion



Result of Hypothesis 2

Car category: actual CS – expected CS



Result of Hypothesis 3

• Hypothesis 3

– If reserve prices are adequately set by patient 
sellers, then the impact on prices of cars sold will 
be small across all quality levels

– It is supported



Result of Hypothesis 3

Car category: actual CS – expected CS



Conclusion

• Information disclosure gives benefit to all 
participants

– It helps bidders to choose their car

– It increases sales probability



Thank you for listening!!
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