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Abstract In Korea, the first-price sealed bid auction and the constrained mean-price sealed bid auction(buchal-je
in Korean) have been used alternatively as procurement auctions. In this paper, we characterize the constrained
mean-price sealed bid auction in the context of mechanism design. We consider the general n-bidder case in which
each bidder has private information. Under the assumptions of uniformly distributed valuations and linear strategies,
we derive the equilibrium of the constrained mean-price sealed bid auction. Furthermore, we analyze the efficiency
and the expected revenue of this auction mechanism in comparison with the first-price sealed bid auction. Finally,
we conclude with the critical remarks on the practical intention of the government which uses this auction.
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Table 1. Facility construction scale by the constrained
mean—price sealed bid auction

Aok T8 ol ok A o]l

(unit : billion won)
Facility construction scale

Year competition No Total Contract

Contract ' Amount
1972 151 780 360
1973 146 699 405
1974 154 616 499
1975 424 1,038 856
1976 606 1,203 1,255
1981 5,440 1,336 8,596
1982 4,895 1,675 9,385
1983 6,895 1,925 12,236
1984 9,363 1,667 15,791
1985 6,308 1,644 13,992
1986 7,010 1,644 12,081
1987 7,523 1,750 13,663
1988 8,582 1,740 13,863
1989 8,801 1,980 13,888
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