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Auction Market

Before 2012: Land Application List System (勾地表) (Open Auction)
Since 2012: Changed to Sealed-bid Auctions

bidders place bids ‘secretly’ and 
are unaware of what others have 
bid in the auction

Sealed-bid
bidding is public, every bidder 
has full knowledge of the value 
of all the other bids

     Weakened Market Transparency
     (Less Information Disclosed)
     May Intensify Competition
   Discourage Reckless Price Following
   Adequate Time to Make Judgement

Open bid

Open bid

Bidder

Strong
Strong or weak

Open bid or sealed-bid

Higher chance to win

Sealed-bid

Weak
Open bid or sealed-bid

Open bid

Lower chance to win

Higher chance to win

Sealed-bid

Self-enforcing Contracts

Application in HK - Land Auctions

Firm

S > S ?

U > U ?

π > π  ?

U + π ≤  S ?

Self-enforcing Contract

Yes
End of Story

Yes

Yes

Yes

U < U ?Worker is Leaving

Firm will cut Cost 
for a higher π

No

No

No

Yes

Staying and Leaving are 
Indifferent to Worker

No

Firm has to cut 
Cost to Sustain No

Nash Equilibrium

Game Theory
the study of strategic interaction between two 
and more economic agents in a setting of limited 
resources, with the use of logic and mathematics

an optimal state in game theory that no players 
have incentives to deviate from their current 
strategy

S: Surplus(/Revenues) of Firm
U: Utility(Compensation) of Worker
π: Profits of Firm
S: Mean of Surplus(/Revenues) of all firms
    in the same Industry
U: Mean of Utility(Compensation) of Worker 
    in the same Industry
π: Mean of Profits of all firms in the same 
    Industry

Please scan the QR code to see a realife example of open bid (Parental Guidance required)

1155079398 Chiu Yin Man
1155078855 Wong Siu Ying

1155079891 Leung Cheuk Pan

-on Auction Market and Self-enforcing Contracts


