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Abstract

Advancements in information technology offer opportunities for designing and deploying innovative market mechanisms
that can improve the allocation and procurement processes of businesses. For example, combinatorial auctions—in
which bidders can bid on combinations of goods—have been shown to increase the economic efficiency of a trade when
goods have complementarities. However, the lack of real-time decision support tools for bidders has prevented this
mechanism from reaching its full potential. With the objective of facilitating bidder participation in combinatorial
auctions, this study, using recent research in real-time bidder support metrics, discusses several novel feedback schemes
that can aid bidders in formulating combinatorial bids in real-time. The feedback schemes allow us to conduct
continuous combinatorial auctions, where bidders can submit bids at any time. Using laboratory experiments with two
different setups, we compare the economic performance of the continuous mechanism under three progressively
advanced levels of feedback. Our findings indicate that information feedback plays a major role in influencing the
economic outcomes of combinatorial auctions. We compare several important bid characteristics to explain the observed
differences in aggregate measures. This study advances the ongoing research on combinatorial auctions by developing
continuous auctions that differentiate themselves from earlier combinatorial auction mechanisms by facilitating free-
flowing participation of bidders and providing exact prices of bundles on demand in real time. For practitioners, the
study provides insights on how the nature of feedback can influence the economic outcomes of a complex trading
mechanism.

Keywords: Online auctions, continuous combinatorial auctions, experimental economics, information feedback



