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We studied a new auction design to encourage participation of potential
bidders when a single seller sells an individual item. When the number of potential bidders is small
and the participation cost is high, such as the pre-project survey cost, we found that setting a
sufficiently low minimum bid is not optimal. In those cases, it is optimal for the seller to set an
upper limit on her revenue (revenue-cap) in order to ensure the sufficient participation. The
revenue-cap is implemented in two ways: (1) by introducing a maximum bid with no minimum bid, or (2)
by introducing a minimum bid and allocating the item to a randomly selected bidder if there are no
bids above the minimum bid.
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