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“Patterns” Appendix #3:  Instructions to Coders

"Independent private values" and "Common values" as used in the Auction literature.  
The page numbers refer to McAfee & McMillan, “Auctions & Bidding", J. Ec. Lit.  Vol. 25 (June 1987).

Independent private values model:  p.705.I.5
i.      Each bidder knows her own mind (i.e. knows exactly her own valuation of the item); and
ii.     That valuation is independent of other bidders' valuations, such that hearing a low bid from somebody else won't make her think, "Hmmn, perhaps my valuation is too high." [It might cause her to change his bid, but her valuation is set.]

E.g.    A buyer of antique goods for own consumption (not intending to flick).  Gov K bidding where each bidder knows own production costs.    

The item has many subjective values, and the Sellor/Auctioner just wants to determine the highest valuation.


Common value model:       p.705.I.10
Each bidder intends to flick (or, say, the sale is of mineral rts, and the value of the rts depends entirely upon the fixed amt/value of minerals that exist in the property).  The item   has a single objective value for all bidders proceeding from the common referent of the flick mkt (which is the same 2ndry mkt for all initial bidders (i.e. what it will go for on 
the flick mkt), but each bidder has different information about what that value is (i.e. what the flick mkt would offer).

Here, learning another bidder's valuation would change the valuation, b/c it would give the bidder more information about the common ("objective") value of the asset.

BTW, When the item for sale has a common, objective value at which bidders are guessing, the "winner's curse" arises: "winning conveys bad news to the winner, because it means that everyone else estimated the item's 
value to be less."  p.721.I.2

e.g.    book publishing industry; mkt for baseball players.  The price bid tends to be too high


Procedure for coding cases that have more than one asset.  

The protocol for handling cases that conduct valuations of more than one asset shall be to list the same case (where the multiple valuations occur) multiple times on separate lines and with separate appellations.

Translation:

Suppose case # 150 contains separate valuations for 2 pieces of real estate.  Line 150A in the spread sheet is completed for real estate #1; line 150B is completed for real estate #2.

Suppose case #151 contains a "fair market" valuation and a "liquidation" valuation of the same asset.  Here, there would only be one line completed, and the two valuations for the same asset shall be listed in the spreadsheet.



Null and Valid cases
Cases to be coded as Valid:
1.  Opinion contains a discussion of valuation; court finds a value;
2.   Opinion contains no discussion of valuation; court does find a value.

Type # 2:  Cases where court finds, w/o discussion, that the value of (say) a bank account is the dollar amount listed on the bank statement admitted into evidence.  [This applies primarily to the cases in the consumer exemption database.]

I AM interested in this.  Whenever a dollar amount offered by a party (based, perhaps, on the most transparent of mkt evidence; like a bank statement or that day's stock quotation in the Wall Street Journal) becomes transformed into the value FOUND by a legal institution (i.e. the judge), that's VALID data.  


I anticipate that such valuations will occur mainly where the asset in dispute is liquidated (i.e. cash) or the market for the asset is very liquid (e.g. stock in publicly traded company).  

