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An Experiment of Auction in Determining the Plant

Location of a Waste Disposal Facility*
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ABSTRACT

The study selects a group of jurisdictions to simulate an auction for choosing a jurisdiction to be the site for a waste
disposal facility. The simulation of the auction largely follows the procedure proposed by Kunreuther, Kleindorfer, Knez
and Yaksick (1987), but with some arrangements changed. The result shows that the jurisdictions may not follow the maxi-
min bidding strategy if they by themselve can decide the value which they are willing to accept for accommodating the
facility, and the value which they are willing to pay for other jurisdictions to accommodate it. When the alternative locations
for the facility are announced before the auction, one jurisdiction may change the amounts it is willing to pay for different
Jurisdictions. Then, the jurisdiction with the lowest bid may not bring the maximal profit for all the jurisdictions. Despite
this, it is still an equitable mechanism since it allows each community to express its own preference and to foresee the

result of its decision. Further study should aim at revising the mechanism to obtain a more efficient result.
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