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Pricing Mechanism of the Government Procurement Auction in China

Wang Qunyong' and Ke Yan®
(1 :Institute of Statistics and Econometrics, Nankai University; 2:School of Economics, Nankai University)

Abstract: The paper studies the pricing mechanism of government procurement in China using independent private cost model. We
investigate the impacts of enterprises’ cost, difference, procurement quantity on procurement price and compare the results under
different cost distributions. Several conclusions are drawn: various factors affect the expectation and dispersion of the bidding prices
through affecting bidders’ opportunity cost and rivalry. The bigger the difference among the bidders and the bigger dispersion among the
bidding prices,the lower the procurement price. The more the bidders or brands, the more intense contest among the bidders and the
lower the procurement price. The more the procurement quantities, the higher opportunity cost if the bidder fails and the lower the
procurement price.

Key Words: Government Procurement Auction; Independent Private Cost Model; Cost Distribution

JEL Classification. C31,D82,6H57

(FTAE % 3 R )

58



