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Overview and Purposes 
 
There are five parts to this case. Part A provides 
background on auctions. Students should be given 
this background in advance of the simulation so 
that they are thoroughly familiar with auctions. 
 
Parts B and D are substitutes for each other, so 
that only one can be used. Parts B and D are 
identical to each other, except that Part B applies a 
first-price auction format, and Part D applies a 
second-price auction format. The choice between 
Part B and Part D will depend on what the 
instructor determines is the primary lesson to be 
taught using the simulation. If the intent is to teach 
about competition, then Part B should be used 
because it has a follow-on Part C, which provides 
for a decrease in the number of competitors. 
Debriefing on Part B should include a discussion 
about the bidders’ concerns about how much 
others valued the licenses.  
 
Part C reduces the number of bidders because of a 
hypothetical scandal, which forces a re-auction. 
This introduces two useful lessons. The first 
lesson demonstrates how having the number of 
licenses equal to the number of bidders affects 
bidding strategies. One observation should be that 
the bidders’ strategies do not focus on obtaining 
licenses but rather focus on who gets which 
license and about how to force rivals to pay more 
for their licenses. The second lesson, which relates 
to Part C, is how bidders learn from prior auctions. 
The re-auction should suffer from less information 

asymmetry than the first auction. 
 
If the intent is to teach about the features of a 
second-price auction, Part D should be used 
instead of Parts B and C. 
 
Part E is for debriefing. 
 
Teaching Note Exhibits 1-6 are the private 
information for bidders. Each bidder should 
receive his or her own private information but not 
the private information of other bidders. Teaching 
Note Exhibit 7 is the consultant report that new 
entrants can purchase. It is up to you whether to 
tell new entrants that they all receive the same 
consultant report. Teaching Exhibit 8 is the 
bidding form. Teaching Note Exhibit 9 provides a 
template for tracking the “current” bids. 
 
In summary, there are three possible ways to 
organize materials for this simulation: 
 
1. Use Parts A, B, and E only. This focuses on 

how bidders think strategically about 
information asymmetries. 

2. Use Parts A, B, C, and E. This focuses on how 
competition affects bidding and also provides 
insights into information asymmetries and 
learning. 

3. Use Parts A, D, and E. This focuses on how 
second-price auctions can remove fears of 
overbidding. 

 
 



Conducting the Simulation 
 
Provide Part A in advance of the simulation so 
that participants have adequate background on 
auctions. Divide participants into teams, and 
provide Part B (conversely, Part D) at least one 
day in advance of the bidding so that teams have 
time to understand the rules and discuss strategies. 
At the time Part B (conversely, Part D) is 
distributed, also distribute each team’s private 
information sheet provided in Teaching Note 
Exhibits 1-6. 
 
Have someone keep time on the rounds. Initially, 
ten minutes should allow adequate time for a 
round. If bidders become efficient in making their 
decisions, you can shorten the time between bids. 
 
It is advisable to keep track of the “current” bids 
on a white board or other common viewing area so 
that bidders can see how the bidding evolves. This 
also will be helpful for debriefing at which time 
you can ask groups how they thought about their 
bids and about their rivals’ bidding strategies at 
each stage. Remember, the useful purpose of this 
simulation is for government officials to learn to 

think like bidders, so self-analysis will be 
important. 
 
It is advisable not to score teams and debrief on 
Part B until Part C is completed. Any discussion 
of Part B will result in the teams sharing private 
information, which will greatly diminish the value 
of Part C. 
 
 
Debriefing the Simulation 
 
1. Discuss how the auction rules affected 

behavior. 
2. Determine whether the auction had an 

efficient outcome, namely, did the operators 
with the highest willingness to pay (subject to 
their financial constraints) win their respective 
licenses. 

3. Have participants guess the others’ 
willingness to pay and compare the guesses to 
actual. Discuss how they learn through the 
bidding process. 

4. Discuss the participants’ bidding strategies. 
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Teaching Note Exhibit 1. UPTel’s Private Information 
 
The table below indicates your willingness to pay for each license. Remember that your score should 
you win a license will be equal to your willingness to pay for that license minus the price that you 
pay. The willingness to pay incorporates your future profits and costs incurred to ensure that the 
current users of the spectrum move to another frequency band. 
 

License A B C D E 
Spectrum 1850 MHz 1870 MHz 1900 MHz 1915 MHz 1930 MHz

Bandwidth 15 MHz 20 MHz 10 MHz 10 MHz 10 MHz 
UPTel’s 

Willingness 
to Pay (millions) 

UP131 UP135 UP70 UP80 UP73 

      
 
Your financial constraint is that you cannot pay more than UP200 million. 
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Teaching Note Exhibit 2. OneMobile’s Private Information 
 
The table below indicates your willingness to pay for each license. Remember that your score should 
you win a license will be equal to your willingness to pay for that license minus the price that you 
pay. The willingness to pay incorporates your future profits and costs incurred to ensure that the 
current users of the spectrum move to another frequency band. 
 

License A B C D E 
Spectrum 1850 MHz 1870 MHz 1900 MHz 1915 MHz 1930 MHz

Bandwidth 15 MHz 20 MHz 10 MHz 10 MHz 10 MHz 
OneMobile’s 
Willingness 

to Pay (millions) 

UP122 UP144 UP75 UP84 UP75 

      
 
Your financial constraint is that you cannot pay more than UP200 million. 
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Teaching Note Exhibit 3. NewMobile’s Private Information 
 
The table below indicates your willingness to pay for each license. Remember that your score should 
you win a license will be equal to your willingness to pay for that license minus the price that you 
pay. The willingness to pay incorporates your future profits and costs incurred to ensure that the 
current users of the spectrum move to another frequency band. 
 

License A B C D E 
Spectrum 1850 MHz 1870 MHz 1900 MHz 1915 MHz 1930 MHz

Bandwidth 15 MHz 20 MHz 10 MHz 10 MHz 10 MHz 
NewMobile’s 
Willingness 

to Pay (millions) 

UP135 UP132 UP84 UP75 UP86 

      
 
Your financial constraint is that you cannot pay more than UP200 million. 
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Teaching Note Exhibit 4. FourCom’s Private Information 
 
The table below indicates your willingness to pay for each license. Remember that your score should 
you win a license will be equal to your willingness to pay for that license minus the price that you 
pay. The willingness to pay incorporates your future profits and costs incurred to ensure that the 
current users of the spectrum move to another frequency band. 
 

License A B C D E 
Spectrum 1850 MHz 1870 MHz 1900 MHz 1915 MHz 1930 MHz

Bandwidth 15 MHz 20 MHz 10 MHz 10 MHz 10 MHz 
FourCom’s 
Willingness 

to Pay (millions) 

UP130 UP151 UP85 UP83 UP80 

      
 
Your financial constraint is that you cannot pay more than UP135 million. 
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Teaching Note Exhibit 5. TopCom’s Private Information 
 
The table below indicates your willingness to pay for each license. Remember that your score should 
you win a license will be equal to your willingness to pay for that license minus the price that you 
pay. The willingness to pay incorporates your future profits and costs incurred to ensure that the 
current users of the spectrum move to another frequency band. 
 

License A B C D E 
Spectrum 1850 MHz 1870 MHz 1900 MHz 1915 MHz 1930 MHz

Bandwidth 15 MHz 20 MHz 10 MHz 10 MHz 10 MHz 
TopCom’s 

Willingness 
to Pay (millions) 

UP137 UP135 UP76 UP85 UP85 

      
 
Your financial constraint is that you cannot pay more than UP135 million. 
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Teaching Note Exhibit 6. BigCom’s Private Information 
 
The table below indicates your willingness to pay for each license. Remember that your score should 
you win a license will be equal to your willingness to pay for that license minus the price that you 
pay. The willingness to pay incorporates your future profits and costs incurred to ensure that the 
current users of the spectrum move to another frequency band. 
 

License A B C D E 
Spectrum 1850 MHz 1870 MHz 1900 MHz 1915 MHz 1930 MHz

Bandwidth 15 MHz 20 MHz 10 MHz 10 MHz 10 MHz 
BigCom’s 

Willingness 
to Pay (millions) 

UP146 UP138 UP85 UP81 UP80 

      
 
Your financial constraint is that you cannot pay more than UP90 million. 
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Teaching Note Exhibit 7. Consultant Report 
 
Your consultant has provided the following estimates of the incumbents’ willingness to pay.  The 
consultant is very close for at least one of the incumbents. 
 

License A B C D E 
Spectrum 1850 MHz 1870 MHz 1900 MHz 1915 MHz 1930 MHz

Bandwidth 15 MHz 20 MHz 10 MHz 10 MHz 10 MHz 
UPTel’s 

Willingness 
to Pay (millions) 

UP120 UP130 UP100 UP70 UP85 

OneMobile’s 
Willingness 

to Pay (millions) 

UP125 UP145 UP75 UP85 UP75 

NewMobile’s 
Willingness 

to Pay (millions) 

UP140 UP120 UP85 UP70 UP80 
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Teaching Note Exhibit 8. Bidding Form 
 
 
Company Name ________________________________________ 
 
Round _____________________________ 
 
Please enter your bids below. You can bid on more than one license, but you cannot bid for a license 
if you hold the “current” bid unless you are tied with another bidder for that license. If you choose 
not to bid on a license, mark the “Pass” field. Bid only in increments of UP1 million. 
 
 

License A B C D E 
Spectrum 1850 MHz 1870 MHz 1900 MHz 1915 MHz 1930 MHz

Bandwidth 15 MHz 20 MHz 10 MHz 10 MHz 10 MHz 
 

Bids (millions 
of UP Dollars) 

     

 
Pass 
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Teaching Note Exhibit 9. Tracking for Current Bids 
 
 

License A B C D E 
Spectrum 1850 MHz 1870 MHz 1900 MHz 1915 MHz 1930 MHz

Bandwidth 15 MHz 20 MHz 10 MHz 10 MHz 10 MHz 
Round 1 
Current 

Bids (millions 
of UP Dollars) 

     

Round 2 
Current 

Bids (millions 
of UP Dollars) 

     

Round 3 
Current 

Bids (millions 
of UP Dollars) 

     

Round 4 
Current 

Bids (millions 
of UP Dollars) 

     

Round 5 
Current 

Bids (millions 
of UP Dollars) 

     

Round 6 
Current 

Bids (millions 
of UP Dollars) 

     

Round n 
Current 

Bids (millions 
of UP Dollars) 

     

 
 


