Notification of Ex Parte Contact
On April 21, 2009, Gregory L. Rosston, Deputy Director, Stanford Institute

for Economic Policy Research sent the following e-mail to Susan Crawford of

the National Economic Council  as a follow up to our ex parte meeting on

April 17, 2009.   It was also sent on April 22, 2009 to Tom Power of NTIA

Sincerely,

Gregory L. Rosston

---------- Forwarded message ----------

From: Greg Rosston 

Date: Tue, Apr 21, 2009 at 8:58 AM

Subject: Re: Ex parte and follow up

To: "Crawford, Susan P." 

Cc: Paul Milgrom , Andy Skrzypacz ,

Scott Wallsten 

Dear Susan,

Thanks for organizing such a great and well-prepared group to meet with me

last week on such short notice.  It is great that you all are working so

hard on implementing this in such a quick and efficient manner.  (Please

don't forget to send me a list so I can file an ex parte.  I will also file

this as an ex parte so you can send it along also)

I wanted to clarify a couple of things that we discussed.  we are all happy

to talk more and help out in any way you desire.

1.  Single round vs. Multiple round.

We advocated a single round sealed-bid design. In principle, anything that

can be accomplished by any multi-round auction mechanism can be accomplished

by some sealed-bid auction. Sometimes it may be easier to convey complex

contingent messages in a "dialog" with the auctioneer that takes two or more

rounds, such as in the ascending multi-item auctions the FCC runs. Against

that supposed advantage is the fact that multi-round auctions can be slow

and expensive and the extra rounds may not solve the relevant problems.

A bidder who wants just one (or two or...) from a set of items can just name

maximum prices for each item and also specify that this applies to a maximum

of one (or two or...). The MAXIMUMS are key. The very rudimentary auction

rules included in our proposal allow bidders to report such maximums. With a

small extension (already implemented in software that Paul Milgrom has

developed), bids with individual prices and suitable maximum quantities can

capture the same substitution possibilities that a multi-round auction can

capture.

In other words, single rounds can provide the benefits of a multiple round

auction without the extensive number of rounds and time.

2.  Package bidding

We did not talk in the submission much about package bidding because of the

ability for bidders to delineate their desired service territory.  But, we

could use package bidding or, more importantly, restrictions to ensure that

bidders do not win more projects than they can handle.  For example, bidders

can include complex preferences in their bids such as "no more than X

dollars worth of projects, project A before project B, etc.

3.  "Public interest" considerations

In our submission we advocate minimizing subjective considerations because

they are likely to be highly subjective due to inherently competing

definitions of “public interest.”  It is possible, however, to incorporate

other considerations if desired.  It would be possible, for example, to

include particular considerations, such as the requirement to allocate at

least $200 million to community colleges and libraries, into a separate

review process and auction the rest of the stimulus money.  Alternatively,

one might create "household equivalents" for libraries such as a percentage

of the number of households within X miles of the library weighted by the

hours and a library factor.  Then projects with both libraries and

households being served could be compared directly.

4.  Clarity and transparency

One of the key ideas is to set out scoring criteria in advance of

submission.  That way you will be able to achieve your stated goals, bidders

will know how to design projects to achieve your goals, and everyone will

have the same information about how the process will work in advance of the

process.

5.  Enforcement

There were several questions about enforcement and ensuring that winners

follow through on their plans.  As we said in our submission, we agree that

this is critical.  However, it is critical regardless of the selection

process so should not be considered an issue unique to auctions -- all

procurement processes need to have a way to ensure performance.

Thanks again for making the time and gathering everyone.  We are all

available to help in any way we can.  I will be in DC again in a couple of

weeks (May 7-8) if you want to talk in person.

Greg (and Paul, Andy and Scott)

