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DISSERTATION ABSTRACT  

Part I: “Endogenous Budget Constraints in Auctions," Job-Market Paper  

 

Budget constraints in auctions for valuable assets introduce strategic considerations for the 

bidders that are not present in the standard auction models. The existing literature argues that 

they are significant, in that important results from the standard auction literature no longer 

apply when budget constraints are present. A textbook example is that the well-known revenue 

equivalence theorem fails to hold in the presence of budget constraints. However, the models 

generating these results assume that the process generating the budget constraints is unaffected 

by a change in auction rules (i.e. the budget constraints are exogenous).  

 

This paper investigates the consequences of modeling budget constraints as an endogenous 

choice. In my model, endogenous budget constraints lead to qualitative comparisons that 

closely resemble standard auction results without budget constraints. For example, when an 

independence condition is satisfied, revenue equivalence is restored between the first- and 

second-price auctions. The model builds upon the standard symmetric model of auctions for a 

single good to include principals responsible for deciding on the bidder’s budget. Each 

principal optimally constrains its bidder in order to mitigate an agency problem. The model is 

also extended to consider situations where the principal sets hard and soft budget constraints 

and to allow for the signals in the model to be affiliated.  

 

Part II: “Allocative Externalities in Multi-Unit Auctions”  

 

When an auction’s outcome affects the structure of some downstream market, the bidders’ or 

firms’ expectations about this downstream interaction presumably affect their valuations of the 

good being auctioned. For example, the auction may determine whether or not a new entrant is 

able to enter a market. This paper studies the consequences on revenue and efficiency of two 

auction formats when bidders’ valuations depend on the identities of the other winners. 

Measured by total valuations of the firms, a sequential auction is shown to be more efficient 

than a sealed-bid uniform-price auction, because the information revealed after the first round 

of the sequential auction eliminates the externalities in the second round. However, one could 

argue that this is not the correct measure of efficiency in this situation, and I suggest an 

argument for the sealed-bid auction in this case. Comparative statics on the severity of the 

externality show two countervailing effects on revenue in the sequential auction. On the one 

hand, a more severe externality enables the first-round winner to discourage rival firms from 

winning in the second round and this motive raises bids; on the other hand, less severe 

externalities raise overall valuations and this raises bids. The two effects lead to ambiguous 

revenue rankings between the two auctions. 
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