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Abstract

We endogenize entry to a security-bid auction, where participation is costly,
and bidders must decide given their private valuations whether to participate. We
first suppose that the minimum reserve security-bid yields the seller an expected
revenue equal to the asset’s stand-alone value to the seller. Demarzo et al. (2005)
establish that with a fixed number of bidders, auctions with steeper securities
yield the seller more revenues. Counterintuitively, we find that auctions with
steeper securities also attract more entry, further enhancing the revenues from
such auctions. We then establish that with optimal reserve securities, auctions
with steeper securities always yield higher expected revenues.
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