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Introduction
Auction is a public sale whereby the possible buyers set down competitive bids on goods or services in either open or closed design. Auctions can also be defined as sales whereby buyers challenge one another by placing bids for a certain asset and can be conducted either live or online (Klemperer, 2004). Auction helps the owner of the property to sell the asset at a high-profit margin and ensures that bidders compete freely and fairly. Auctions are mostly conducted in the purchasing of agricultural assets. This essay aims at discussing the value of auctions in the economy.
Explain the difference between oral auctions and second-price auctions, including how they work and their results.
Oral actions are types of ascending-bid auctions whereby bidders call out their prices or present the prices electronically while second-price auctions are whereby the successful bidder is allowed to pay less than they had originally offered. In the second price actions, the highest bidder pays the price offered by the second-highest bidder while in the oral auction the true bidding price is not a predominant approach since the bidder gets zero payment after either winning or losing the bid. Another distinct difference between oral auctions and second-price auctions is that in a second-price auction, the bidders make revelations of their true reservation value for their goods while in the oral auction the bidders do not reveal their reservation values and the procedure stops after they drop out of the second-highest bidder. Second-price auctions may give more information to strangers than oral auctions (Che & Gale, 1998). 
Use the expected value information to illustrate how having more bidders in an oral auction will likely result in a higher winning bid.
Expected value information is the price that one is willing to pay to access information. Having more bidders in an oral auction means that the seller has more or increased expected value information. Increased expected value information in return maximizes the expected payoff (the product of the likelihood of winning and the difference between the valuations of the bidders for the goods and the bid) for the bidders in the oral auction. The increased bidders engage in aggressive bidding to compensate unfavorable consequences on the winning probability and the amount of money spend on the expected value information. Therefore, an increased number of bidders is directly proportional to expected value information which results in increased expected payoff hence a higher winning bid. 
Explain how the number of bidders in a common value auction affects the outcome of the auction.
Increases in the number of bidders affect the prices for commodities whereby an increased number of bidders in a common value auction results in increased competition among the bidders. These bidders are prompted to be more aggressive in bidding since there is a lower probability of winning. In a different argument, the addition of new bidders may have impacts on the placing of the highest valuations for an asset which may affect bidding procedures that may result in a decline in prices. Some of the bidders may reduce their bids in fear of discovering that the competition was not as strong as expected.  An increased number of bidders may also lead to increased expected revenue of the seller. 
Explain the conditions necessary for firms to be able to price discriminate.
Price discrimination occurs when a firm fixes different prices for similar goods or services to various categories of consumers due to reasons that are not related to costs. There are different forms of price discrimination that take place. These are 1st degree, 2nd degree, 3rd degree, and the hurdle model of price discrimination. There are however certain conditions that are necessary to undertake these forms of price discrimination. The three conditions include: the firm must have market power, able to acknowledge variations in demand, and can prevent resale or arbitration of the product (Shaffer & Zhang, 2000). 
The firm must have market power by having a kind of imperfect competition. Price discrimination cannot be possible in perfect competition because the producer would be unable to manage their prices. The firm should have patent power to give the producer the capability to price set but not price taking. 
The firm should prevent re-sale of the product to prevent cases such as a consumer buying a product at a lower price and re-selling it to get profit to another customer who would have given a higher payment. If such happens, then there will be no price discrimination. Examples of these re-sales are second-hand shops and re-selling of company tickets. The goods are arbitraged and re-sold to make profits. Prevention of arbitration of products can be implemented through various ways: For example, ensuring that train and airplane tickets are registered to one ID and name and that students provide a valid student ID to obtain student discounts. 
The third condition is the ability of the firm to acknowledge variations in demand. The firm should identify different market divisions whereby various groups should have different price elasticities of demand. This enables the firm to fix prices depending on the sensitivity of the consumers to changes in price. For example, if the firm fixes higher prices for the rich, the inelastic consumers may keep on buying regardless of the increased price. This ensures that the firm continues to get profit provided that the marginal revenue is higher than the marginal cost. 
Conclusion
Auction refers to a sale occasion whereby the possible buyers place bids on goods and services and commonly used in the procurement of agricultural assets. The major distinct difference between oral auctions and second-price auctions is that in a second-price auction, the bidders make revelations of their true reservation value for their goods while in the oral auction the bidders do not reveal their reservation values. The number of bidders affects the auction outcome, for example, in oral auction increased number of bidders may result in a higher winning bid. Three conditions are required for price discrimination to take place:  the firm must have market power, able to acknowledge variations in demand, and can prevent resale or arbitration of the product. 
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