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An auction usually involves the purchase or selling of goods and services through bidding. It involves selling to the highest bidder or purchasing from the lowest bidder. The most common type of auctioning in history is the open ascending price auction. Besides, it is a prevailing and popular tool in business markets since it plays a vital part in selling and buying items.
Oral auction is whereby the bidding process is done in real-time and in ascending order. The bidders can either shout their prices or place them electronically as the auctioneer increases the price (Junmin & Chang, 2009). Here, bidders drop out of the auction until one bidder is left and wins the auction item. Therefore, the winner in an oral auction is the one who has the highest price while the other bidders drop out of the bidding process since they cannot match the price set by the highest bidder. Hence, the highest bidders win the item being auctioned. However, there is a simultaneous submission of sealed bids from bidders to the sellers in second-price auctions. After that, the sealed bids are opened by sellers, and the person with the highest bids wins. However, the bid winner pays the amount of the bid, which was second highest (Junmin & Chang, 2009).
Expected value information in the oral auction
In an oral auction, the nature of how bidders place their bid is dependent on the expected value information. Thus, bidding on the true value is not the primary strategy since when a bidder wins or loses, they get zero payoffs. When a bidder's bid is below the true value, it will enable them to get a higher payoff, but the chances of them winning will be low since there are more bidders. However, when a bidder bids to close to the true value, they will receive a lower payoff if they win the auction. Thus, it creates a trade off-balance between getting payoffs and winning the bid. This trade-off balance is dependent on the bidders' knowledge and their probable value. In the oral auction, a bidder should naturally bid closer to the correct value of an item when competing with other bidders. Thus, when competing with several other bidders, the highest bid is most likely to win, and bidders should bid higher to win the item being sold in the auction. Therefore, having many bidders in the auction will attain a higher winning bid for an item.
Common value auction
A rise in the number of people bidding in an auction leads bidders to alter their bid prices in a common value auction. Thus, individual bidders tend to lower their bidding price when there is an increase in the number of bidders (Larue et al., 2013). This is because additional bidders in the common value action amplify the winner's curse problem, exceeding the original value of an item. Besides, the growth of bidders in the auction can compel individual bidders to lower their bid prices since they are afraid of uncovering that the other bidders in the auction are weaker than they predicted. Concerning various market structures, bidder's prices are competitive. Thus, bidders compare bidding prices with other bidders and alter the prices according to the forces of supply and demand. Therefore when there are more producers than consumers in the market, the market price is decreased. Similarly, when there are many bidders in a common value auction, the prices tend to be lowered. However, when fewer producers than consumers (bidders), the market (auction) price increases.
Price discrimination
Price discrimination occurs in a market whereby a producer charges differently for similar goods or services. Thus, the sole aim of price discrimination is to make the most profit possible (Armstrong, 2008). Even though the production cost of the products is the same, the producer can change the price basing on the geographical location, demand for the product, financial status of consumers, among other reasons. Hence, for price discrimination to take place, the market should contain the following criteria:
a) Imperfect competition 
In this scenario, the market has many sellers, but the goods sold are heterogeneous. Thus, the firms have monopolistic powers since the goods and services provided are dissimilar. Therefore, the market should have monopolistic power to enable producers to control the market prices (Phlips, 1983). However, when there is perfect competition, producers will not control prices since their prices are influenced by the market forces of supply and demand.
b) Re-sale prevention 
Price discrimination cannot occur when consumers can purchase products at low-cost prices and sell them on profit to other consumers who would have bought at a high price. Therefore when there is the prevention of re-selling products in the market, producers can control the prices. The re-sale of products is from second-hand vendors who take advantage of this arbitrage to make profits. Re-sale prevention can be enforced in various ways, such as student discounts, whereby students with a legitimate student ID can only receive the discount.
c) Recognition of various market segments 
In a market, different groups have a diverse price elasticity of demand. Thus, firms should charge differently depending on the consumers’ price elasticity (Phlips, 1983). For instance, firms could charge higher prices for the rich since they will continue to purchase their products even if the price changes. Hence, the firm continues to profit, provided the marginal cost is less than the marginal revenue.
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