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Preface 

Rakshak Foundation was founded in 2006 by a group of concerned citizens from 

India’s elite educational institutions working in USA. It was in the manner of giving 

back in a small way to United States and India, countries that had provided them so 

much in terms of opportunities. The Foundation seeks to create an informed 

society, aware of its rights and duties, and attempts to address barriers to an 

equitable and just society. Rakshak Foundation has been submitting well 

researched opinions on various bills being considered for presentation to the 

Indian Parliament. Rakshak Foundation has been invited by the Parliamentary 

Committees of the Rajya Sabha three times in the past two years to depose before 

them and present their views on proposed Bills which would affect the whole 

nation once they are enacted by the Parliament. 

The Intern is a Fourth year economics student in Indian Institute of Technology, 

Kharagpur and has keen interest towards getting a better understanding of link 

between governance procedure and economic development of India and the topic 

this project deals with is an issue of governance which can contribute immensely 

to the economic development of country by affecting government revenue. The 

Intern has keen interest in taking up such topic and has interest in researching 

these topics and going into the intricacies of these governance Issues. 

The Intern has tried to make an effort to bring forth the issue of online auctioning 

of government Property, one of agendas of newly formed Government. 
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Executive Summary 

This project report is on e-enabling of various services provided by urban local 

bodies. This project is a subset of a nationwide mission and agenda of e-

governance. Urban bodies like Municipal Corporations, Cantonment boards, 

Development Authorities, Urban Improvement trust etc. provide a wide range of 

services. Apart from being responsible to provide infrastructure and vital services 

like water supply, these bodies also perform an important function of generating 

revenue for government through tax collections, sale and lease contracts etc. A 

major source of revenue of these agencies is revenue from auctioning of 

government land. This is an important G2B and G2C service provided by 

government. But due to some constraints urban bodies have not been able to 

exploit it to its full potential. 

My project is related to this service only. The project is on e-auctioning of 

government land. As a part of project I studied the physical auction system, its 

flaws and benefits. I studied the portal built by Jaipur Development Authority for 

this purpose and whether it would be able to solve problems in current system. I 

also went through some literature which helped me in framing recommendations. 

The key findings of my project are: 

 JDA and other development authorities in the country use British Style one 

price auctions in which highest bidder is the winner. The system has the benefit 

of fetching highest possible price. At the same time JDA had introduced some 

alterations in the mechanism like deposition of Earnest Money Deposit, 

registration fees etc. This ensures that only genuinely interested bidders 

participate in the auction.  

 JDA divides all the land into 2 types of properties- small (with values less than 

Rs. 4 Crore) and large (with value more than Rs. 4 Crore). The smaller 

properties are auctioned in a predetermined fortnightly program. The larger 

ones are auctioned on a predetermined date but have no fixed program. All the 

auctions are widely publicized. All auctioning takes place in auction hall in JDA 

office 
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 Due to a fixed timing and locational constraints, a lot of potential bidders found 

it difficult to participate in auction, especially those who bid for smaller 

properties like shops, residential plots etc. This is because of high opportunity 

costs involved as one had to leave all his/ her work to participate in auction 

which happens on weekdays. Thus, a lot of small property remained 

unauctioned and was becoming a problem for JDA. Repeated failure in 

auctioning small property means loss of all the expenditure made in publicizing 

the auction. 

 Thus, e-auctions came to rescue. There are no locational constraints in e-

auctions as one can bid from anywhere. Time constraints are removed as 

auctions can remain open for longer time duration. Thus, reduction of 

opportunity costs means more bidders would now participate in the auction. At 

the same time, it would remove collusion among bidders by altering the 

structure of auction and hence, fetching higher price to government. 

 The e-auction portal has good design and is fast and user friendly. Anyone 

interested in bidding has to register on JDA portal and then register for the bid 

by paying EMD online. Only a copy of PAN card needs to be uploaded. After 

approval from JDA, person can login the auction portal developed by 

tendertiger.com and bid for the property for which he has given EMD. 

Tendertiger.com charges just Rs. 2000 per unit of land sold through the portal 

which has minimized the cost of e-enabling the service. 

 JDA has facilitated this service at e-mitra counters for those who do not have 

proper internet connectivity. 

 The portal reduces human interaction to the minimum and hence reduces 

corruption. 

 In literature search, I found that e-auctioning is largely unexplored. Most of the 

research in e-auctioning is related to system if e-bay and other such platforms. 

 The literature tells that most of the bidders arrive in the first half of bidding. It 

also tells that there are mainly 3 kinds of bidders- those who bid true value, 

those who genuinely participate and want to win the auction, and those who 

bid highest price in the end. Each of them have their own benefits and losses. 
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Thus, I have recommended JDA to make use of data generated in coming few 

months and use it to find out optimal values of variables indicated above. This will 

help them increase the revenue. Also, JDA must publicise its portal properly. It 

must publicise it among the general public so that potential bidders register on the 

portal and participate whenever they feel they want some property.  

An important aspect of this initiative is the power of e-governance in increasing 

the revenue of government. We all know that e-governance can increase 

accountability and transparency. But it also has potential to increase government 

revenues and reduce administrative expenditure which releases more funds for 

developmental expenditure. If used properly, e-governance can transform the 

system completely.  
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Proposed Action Points  

Based on my research, field visits and literature survey, I have come to a 

conclusion that building a portal is a huge revenue booster due to various factors 

we have seen. But, I also found in literature that in order to maximise this gain in 

revenue it is important to have a good auctioning strategy. According to literature, 

any good strategy must have following properties: 

Optimal Bid length: JDA hopes that due to a larger auction length, e-auctions would 

be able to fetch it better prices for the land by increasing the number of bidders. 

They are true to some extent but there is another effect taking place as stated 

above. The waiting time effect and the opportunity costs of continuously 

monitoring the auction are high in longer auctions which may drive away some 

bidders, especially NRIs who may bid for land in any other city. Thus, JDA would 

need to find out an optimal bid length for the purpose 

Optimal BSP: JDA keeps BSP of its land lower than market price in order to attract 

more bidders who may bid even higher once they enter the competitive bidding. 

But, the BSP should not be too low. For a lower BSP would mean smaller highest 

bid and thus the purpose of discovering better price would be defeated despite 

larger number of bidders. Thus, the BSP must be high enough to fetch good H1 and 

low enough to attract large number of bidders. 

Optimal Minimum Bid increment: The bid increment is found out to be a really 

important factor in the literature on e-auctions. A large bid increment is expected 

to increase revenues but only until a threshold after which it starts deterring 

potential bidders. Low minimum bid increment means slower process. 

Thus, it is essential for JDA to find optimal levels of all the above stated 

parameters. This would mean that JDA needs to employ data analytics techniques 

to find out these values once they have enough number of observations for that. 

Another suggestion would be to publicise the portal properly among masses so 

that JDA can target as many potential bidders as possible which would increase 

revenue rapidly and help the project achieve its aim.   
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1. Introduction 

Transparency is the key to good governance & e-governance  

is the only effective way of transparent governance 

                                          -Shri Narendra Modi, Prime Minister of India 

1.1 Background Information 

My project is related to e-governance. Broadly speaking e-governance means us e 

of Information and Communication Technology in governance procedures. 

Administrative Reform Commission defines e-governance as: 

“E-governance refers to the use by government agencies of Information 

Technologies that have the ability to transform relations with citizens, businesses, 

and various arms of government resulting in better delivery of government 

services to citizens, improved interactions with business and industry, citizen 

empowerment through access to information, or more efficient government 

management.” 

As per the report, e-government aims to make the interaction between 

government and citizens (G2C), government and business enterprises (G2B), and 

inter-agency relationships (G2G) more friendly, convenient, transparent, and 

inexpensive. The goals of e-governance are: 

1. Better service delivery to citizens 

2. Ushering in transparency and accountability 

3. Empowering people through information 

4. Improved efficiency within Governments 

5. Improve interface with business and industry. 

E-enabling of services delivered by urban bodies would help achieve all the above 

goals. But, as mentioned in ARC report, governance is the keyword in e-

governance. ICT is just a tool and means to provide effective government. It is not 
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an end in itself. Therefore, when ICT enablement of services of urban bodies is 

talked about, one should also briefly mention the services which urban bodies 

provide. 

Urban bodies like Development Authorities, Municipal bodies etc. provide various 

essential services to the citizens of urban areas. These services are vital to the very 

existence and functioning of urban areas. The disturbance of even a single service 

or its inefficient delivery can bring whole city to a halt, thus, the economy. The 

services delivered by urban bodies can be classified into following: 

Utility Services: Services like distribution of electricity, provision of drinking 

water for households and other such services fall under this category. These 

services are essential to the citizens of an urban area and directly affect them. 

Lately, there has been an attempt to use ICT for some of the processes like paying 

bills, complaint registration etc. 

Creating and Maintaining Infrastructure: Urban Bodies are also responsible for 

constructing and maintaining local roads, providing street lights, beatification of 

city and other physical infrastructure of urban areas. These services also affect 

citizens directly.  

Commercial Activities: Urban bodies are also responsible for collection of local 

taxes and revenue from auctioning of government Property. The revenue collected 

is spent on providing above mentioned services and other governance 

expenditure. With ever increasing demand for these services, it has become 

important for urban bodies to maximise their revenue. Information and 

Communication Technology can go a long way in increasing efficiency of revenue 

collection. 

The service which I have focused on in this project is auctioning of government 

Property. This is an important service due to its immense revenue generating 

potential. In ARC terminology, this is a G2C as well as G2B service. It will improve 

the interface between government and businesses and improves service provision 

to the citizens. This will be clearer once we go through traditional method of 

auctioning of Property and the online method.  
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The second important part of the topic is e-enabling of this service. This involves 

developing a sophisticated, secured and transparent online portal where any 

eligible user can register and participate in auctioning of government Property. 

One such portal is being built by Jaipur Development Authority in collaboration 

with TenderTiger.com. Another method for e-auctioning is the one used by New 

York State to dispose surplus property. The state auctions all its surplus property 

through e-bay. 

1.1.1Traditional Auctioning Procedures: 

In any traditional auction, there is an auctioneer who puts some goods for sale and 

there are a large number of bidders bidding for these products. The main motive 

behind any auction is to get maximum possible price for any good offered by 

auctioneer. Apart from fetching maximum possible price, auctioning also helps in 

price discovery. There are many types of auctions as illustrated below: 

Ascending Price or English Auctions: These are also known as first price open-

outcry auctions. The auction starts with a base price and bidders keep bidding for 

higher price. In the end, only one bidder remains and that bidder is the winner. 

Sometimes, these auctions have fixed time interval. Bidder’s dominant strategy is 

to bid highest price which he/she can afford. These auctions are often 

accompanied with winner’s curse, i.e.; bidder may bid very high amount and is not 

able to pay for it. As winning is based on maximum pricing, this auction ensures 

maximum revenue for the seller. For the above reason, it is most preferred form of 

auction, especially for government Property and natural resources. 

Descending-bid auctions or Dutch Auctions: In this form of auction, seller 

gradually lowers the price from some high initial value and keeps reducing it until 

a bidder accepts a price or a predetermined reserve price is reached. Bidder pays 

the price he/she accepts. This type of auction speeds up the process and is used in 

cases where time is constrained. They are generally used in stock market. 

First-price sealed-bid auctions: Bidders submit simultaneous sealed bids to 

seller, not knowing other’s bids. The highest price bidder wins the auction. This 

kind of auction is accompanied with problem of transparency. The strategy of the 
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bidder is a function of his own valuation of a good and of his perception of other’s 

valuation of the good. There is no dominant strategy in this kind of auction.  

Vickrey auctions: This is also a sealed bid auction but the winner has to pay the 

second highest bid. The strategy depends on private valuation of bids and belief 

about other’s valuations. The dominant strategy is to bid the true valuation. In case 

the bidder bids more than true valuation, he/she ends up losing because the 

person is paying more than true price as per him/her. If the bidder bids less than 

true valuation, he/she anyways has a smaller chance of winning. Thus, the bidder 

would always bid the true valuation. 

In India, as in most parts of the world, the most preferred auction type is English 

Auction because it can maximize revenue. The Dutch auction is rarely used. The 

first price sealed bid method is sometimes used to allot natural resources. It is also 

used majorly in reverse auctions. The Vickrey auction is rarely used for its inability 

to discover market price. 

In next section, I have talked about current auctioning procedure of JDA and 

analysed its pros and cons. Section 3 gives an idea of how the problem is impacting 

the society. The section 4 talks about the proposed portal of JDA and how it helps 

solve the problems of current system. In the section following it, I have discussed 

my methodology for the project. Section 6 gives an idea of NGO and government 

efforts. Section 7 lays down results and discussions. The sections following it have 

recommendations, conclusion and suggestions for future work. 
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2.  JDA’s Procedure for Live Auction 

Jaipur Development Authority (hereafter referred to as JDA) is the urban body 

responsible for auctioning of most of the government Property in Jaipur Urban 

Area. Other authorities are Municipal Corporation and Rajasthan Housing Board. 

The Property auctioning procedure is governed by Rajasthan Urban Improvement 

Trust (Disposal of Urban Property) Rules, Government of Rajasthan, 1974. The 

Government Property is divided into two broad categories: 

 Properties having estimated value1 less than Rs. 4 Crore. 

 Properties having estimated value2 more than Rs. 4 Crore. 

The properties belonging to first category are auctioned in a fortnightly program, 

which is predetermined by JDA. The larger properties are auctioned as per 

discretion of JDA. Jaipur Development Authority auctions property through English 

Auction mechanism in an open outcry system. Auctioning happens in the auction 

hall in JDA office on a predetermined date and time on a working day. To get a 

better understanding, whole procedure can be described in 3 major parts: 

Pre-Auction: Documents containing details of property belonging to a particular 

scheme (commercial or residential) are stored together in the file pertaining to 

that scheme. All the government land is held in the name of Deputy Commissioner 

of JDA who releases it as different properties for auctions as per his/her discretion 

from time to time. After the property is released, the designated officials design the 

auctioning program for it. As mentioned above, the Property whose valuation is 

less than 4 Crore is released as per the fortnightly program, which is publicized 

throughout India in leading newspapers and website. It is also put up on JDA’s 

website. Large properties are also publicized in the same manner but it doesn’t 

follow any fortnightly program.  

Bidding: On the day of bidding, all the interested bidders gather together in JDA’s 

auction hall. First step is noting down details of property being auctioned in the 
                                                           
1
 Estimated value = Bid Start Price X Area of Land being auctioned. 

2
 Estimated value = Bid Start Price X Area of Land being auctioned. 

 

http://www.jaipurjda.org/AuctionProgram.aspx
http://www.jaipurjda.org/AuctionProgram.aspx


    
 

  

Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 15  
  
 

auction register. Plot number, scheme name, whether it is a corner plot or not and 

the width of roads surrounding it are noted. Next, bidders’ name, address, PAN 

card number and contact number is noted for registration, which is complete only 

after they provide a self-attested copy of their PAN card and Earnest Money 

Deposit3 to auctioning committee. This is determined by JDA and is different for 

different size of properties. The purpose of taking this amount is to check the 

seriousness of bidder in auction. It is refundable amount and unsuccessful bidders 

get it back, while for successful bidders, it is included in the bid amount. It may be 

confiscated if successful bidder is unable to pay his bid timely.  Details are given in 

Appendix B. The registration ends with each bidder being given a slip number. The 

bidder is, thereafter, referred to as the slip number.  

After the registration, auctioneer announces the property (plot number) to be 

auctioned and its Bid Start-up Price (BSP)4. After this, the bidding for property 

starts from BSP. Each bid for a particular property is recorded against slip number 

of bidder. The bids are recorded separately for each property. The bidding 

happens in an open outcry British auction manner. Sometimes members of 

committee may intervene and tell about more features of the property so as to lure 

bidder into bidding higher amount. The final result of auction depends on 

discretion of auctioning committee, following cases arise: 

1. Highest bidder gets the property: In case auction committee deems H1 (highest 

bid) to be sufficiently high and suitable in comparison to the market price of 

Property, it decides to sell the property to H1 bidder. 

2. Highest bidder doesn’t get the property: If auctioning committee finds that H1 is 

not sufficiently high, it may cancel auction under the premise of insufficient H1. In 

this situation, the property is auctioned again. 

                                                           
3 A fixed amount paid by bidder to auctioneer before the beginning of auction.  

4 It is decided by the JDA. The bid will trigger off from this price and no bidder can start 

biding below this amount. It is generally kept a bit lower from market price so as to attract 

more people to auction. 
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In some instances, bidders don’t participate in auctioning. This happens when the 

property in picture is a very small property and/or number of bidders is very 

small, as compared to number of plots on sale (the reason for which is given in 

next section). In some other instances, bidders may not even turn up for bidding 

due to various reasons. According to JDA officials, both cases happen very 

frequently in case of small properties (estimated values<Rs. 4 Crore). 

Post-Auction: If property is sold, possession letter of property is released for that 

property and all the records of that property are now kept in a separate file. 

Deputy Commissioner of JDA releases patta of the property and all the issues 

related to payment are taken care of by deputy commissioner. The highest bidder 

has to pay the price within a stipulated time (Details given in Appendix B), failing 

which, his/her EMD is forfeited to JDA and property is re-auctioned immediately 

without any further information to the earlier bidder. In case, the bidder fails to 

pay the bid amount within 90 days of issuance of confirmation of auction cum 

demand letter, the auction remains automatically cancelled and fresh auctions are 

announced. 

Thus, we can say that JDA follows augmented British system of auctioning. In 

actual British system, H1 bidder wins but here winner is decided by auctioneer.  

The three phases discussed above also exhibit the file management system of JDA. 

2.1 Pros and Cons of current System of Auctions: 

2.1.1 The benefits: The current system, as described above in detail is an 

augmented British system. The major benefits of this system are: 

 As it is a first price increasing bid auction, it comes with all the benefits of this 

system like maximization of revenue, better price discovery etc. The person 

who is genuinely interested in property would always raise the bid until he/she 

gets the property, which, when aggregated to all the properties increases the 

revenue of government. 

 High value of EMD amount ensures that all the bidders participating in the 

auction are genuinely interested in bidding. Otherwise, they would not pay 

such a huge amount of EMD. 



    
 

  

Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 17  
  
 

 Strict actions on non-payment of bid amount reduce the probability of winner’s 

curse, i.e., not being able to pay the bid amount after winning the auction. They 

act as deterrent for any bidder not to bid more than he/she can afford to pay. In 

case they do and are not able to pay the bid amount completely, all the money 

they have deposited is forfeited by JDA. 

 Leaving the final decision of sale of property on the discretion of JDA ensures 

that bidders can’t win the auction with small H1 bid amounts. This ensures that 

JDA gets a proper value of Property. This is a little modification over traditional 

auction method. Suppose BSP for a property is Rs. 40,000 per square feet and 

highest bid is Rs. 42000 per square feet. In this case, JDA may decide not to sell 

the property for it would want to sell it only above rate of Rs. 48000. This 

happens because BSP is generally below market price and auctioneer wants to 

fetch price higher than market price. 

2.1.2 The cons: In a nutshell, the system appears great on paper. While ensuring 

maximum revenue, it makes sure that the bid isn’t frivolous. But the problems 

arise in the implementation part. There are various practical problems in the 

system: 

 Time Inconvenience: The auction is held in JDA auction hall at a particular 

time. This means that all the interested bidders have to set their schedule as 

per JDA’s time table. This creates a lot of inconvenience for the interested 

bidders and may discourage them from participating in the bid. This may result 

in loss of interested bidders from other parts of country too. This results in loss 

of potential buyers which reduces a possibility of better price and thus higher 

revenue. This is a major problem when it comes to auctioning of small property 

like a shop. The bidders for such a property belong to middle class who have to 

take time out of their busy office schedule for the purpose of auction and this 

may cause them inconvenience and they may avoid the auction purpose until it 

is extremely important for them to buy the property. 

 Hidden Costs: The system appears to be cost free in first glance. However, a 

closer look at it reveals that system has hidden costs for both, auctioneer (JDA) 

and bidder.  
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 The bidder incurs expenses in terms of cost of travel to auction place. They 

also incur opportunity costs as they need to leave their regular work in 

order to participate in the auction (which is held only on weekdays). Thus, 

economically speaking, only those bidders participate in auction for whom 

total of cost of reaching the JDA office and opportunity cost is lesser than 

the benefit of buying the property. This problem arises mostly for small 

properties. For small properties, benefits are anyways small. At the same 

time, most of the buyers of small properties are urban middle class citizens, 

who would have to incur high opportunity costs. Thus, they mostly don’t 

turn up for auction and auction has to be cancelled. 

 The auctioneer incurs cost of publicizing the auctioning program through 

leading newspapers and radio channels. The cost sometimes runs in lakhs 

of rupees for one auction program schedule. This is a wasteful expenditure 

and can be avoided if proper use of Information & Communication 

Technology is made. In case the property remains unsold due to 

aforementioned reasons, all the expenditure is wasted and has to be made 

again while re-auctioning. As the occurrence of such events is very frequent 

and auctioning happens on everyday basis, these costs have increased 

significantly. 

Thus, the analysis tells that physical auctions have high costs to government as 

well as business and citizens. This cost becomes very high in case of Non 

Resident Indians.  

The curve below shows the effect of opportunity costs on demand of land. The 

curves in the figure are representative of demand and supply of government 

land. In an ideal situation, the efficient market equilibrium is obtained at point 

A. At price P1 (let’s say BSP in our case), the bidders would be willing L1 amount 

of government property and JDA would be willing to sell the same amount. 

Thus ensuring that whoever wants the land would get it at P1. But, due to 

opportunity cost, the actual price of land rises to P2 (P1 set by JDA, and 

opportunity cost due to time and location constraints for the bidder). This is 

the cost bidder actually has to pay to buy the land. Because of this rise in cost of 

land, a large number of potential bidders are not able to participate in the 
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auction. Thus, the demand for government land falls to L2. This cost is higher 

for potential NRI bidders. Thus, the revenue of government reduces and there 

is a loss of welfare to both bidder as well as JDA. The system is not able to 

deliver an efficient market outcome in this case. 

 

Figure 2: Curve Showing Impact of Opportunity Cost 

 Collusion: At times all the bidders enter collusion and decide not to bid above 

a particular price. For example, suppose BSP is Rs. 40000 per square feet and 

market price is Rs. 47000 per sq. ft. the bidders may collude and decide not to 

bid above Rs. 44000 for the property. This happens on auction spot. As the 

number of bidders is limited due to time and location related constraints, it 

becomes easier to collude. This results in loss of optimum revenue for 

government and optimum price isn’t discovered. This is a big flaw in British 

auction system. 

 Insufficient price discovery: Due to above reasons or due to very less number 

of buyers at that particular point, the price discovered is insufficient for JDA, 

resulting in cancellation of that particular auction. This causes a lot of 

inconvenience to JDA and also increases costs as discussed above. 

Thus, we see that the rules seem flawless on paper but there are many practical 

problems involved in the implementation. As we saw above, it affects both JDA as 

well as buyers. It causes avoidable costs for bidders as well as auctioneer. It also 

inhibits revenue of JDA. Therefore, it has become necessary to bring some 

necessary changes in the system so as to rectify the above problems. One such 

change is the use of ICT in auctioning, which is discussed in a later section. 
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3. Impact on the society 

There is no direct impact on the society due to physical auctions. As this service is 

mostly for a small section of people, the larger impact on society isn’t as visible as 

impact of utility services and infrastructure provision. But, there is an adverse 

indirect impact on the social welfare due to the costs involved. 

As we saw above, the cost of carrying on with current system of auctioning are 

two-fold. For one, it results in huge costs for JDA. On the other hand it is also 

affecting their revenue negatively by discouraging potential bidders. This causes a 

big drag on government revenues and inflates expenditure. As all this expenditure 

is administrative and non-developmental expenditure, it reduces the funds 

available for betterment of physical and social infrastructure. The negative drag on 

revenue due to low price discovery affects it further. In the end it’s the society 

which bears the brunt of all this expenditure. At the end of the day, it’s the 

taxpayers’ money which gets wasted every-time an auction is cancelled. Thus, the 

efficiency of government expenditure is reduced and optimality is also 

compromised with. Thu, it is very important to make this system online so that 

efficiency and optimality is ensured via technological advancement. This would 

ensure more funds are channelized to developmental expenditure. Thus, we see an 

indirect impact on social welfare due to this exercise of government. 

 

 

  



    
 

  

Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 21  
  
 

 

4. JDA’s e-auction system 

In order to solve various problems and issues stated above, JDA has planned to use 

ICT and start e-auctioning of government Property.  Although, MSTC and Coal India 

Limited already have online auctioning portal, none of them have made complete 

process online. This is one of the first attempts in India to start e-auctioning of 

government Property (the earlier one being Bangalore Development Authority). 

The first part of the section deals with architecture of the online platform and the 

second part analyses how it can solve various problems arising out of offline 

auctions. 

4.1 Architecture of portal: 

The portal of JDA can be divided into 2 broad parts- registration portal and bidding 

platform. All the property to be auctioned would be publicized online and a mail & 

SMS reminder would be sent to registered bidders for each auction, thus reducing 

a major cost of government. 

Any interested bidder would have to register on the portal and pay a nominal 

registration fees. Fee would be charged to ensure that only genuine bidders 

register. Payment of registration fees would be online. Details of fees are given in 

appendix B. A scanned copy or image of PAN card would also have to be uploaded 

for the purpose of verification. In-person verification is not needed. After making 

an online EMD payment, bidder would be redirected to bidding portal at the 

discretion of JDA. 

JDA has outsourced the work of developing auction portal to tendertiger.com, 

which specializes in handling online reverse auctions. With a large user base 

spread across world, it can easily increase number of bidders. Some salient 

features of proposed portal are: 

 For all the time when auction is open, bidder would be able to see information 

of BSP, minimum increment value, current leading bid (H1) in the auction, 

bidder’s own highest bid and his rank in the auction. 

 Details of property will always be visible to the bidder.  

 Any bid made by a bidder cannot be cancelled as it is seen as an offer to buy the 

property. 
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 JDA can cancel any highest bid at its discretion. 

 New bids always have to be higher than current H1. 

 Bidding will be completely anonymous 

 An interesting feature of this portal is automated bidding. Any bidder can 

specify the automated maximum bid (AMB) and bid without having to 

manually enter bid value, whenever a competitor bids higher than his own bid. 

Once AMB is entered and frozen, anytime a competitor crosses bidder’s bid, 

AMB will automatically bid a price higher than competitor’s bid. This will 

happen until a H1 crosses AMB, at which instant the manual bidding option is 

reopened. The user can wish to re-specify AMB or enter a bid manually 

whenever this happens. However if auction is cancelled, earlier AMB holds no 

relevance. 

After the bidding time is over, H1 is displayed on the screen and is communicated 

to JDA, which then decides whether to sell the property or not. Displaying of 

results is also on the discretion of JDA. 

The above gives an idea of how the portal of JDA would work like.  To sum up, all 

the rules are same as offline auctions but the procedure is completely online. 

4.2 Does it solve the problem? 

The major problems we identified in section 2 were:  

 Time inconvenience 

 Hidden Costs 

 Collusion 

 Insufficient price discovery 

Let us now see how the e-auctioning mechanism designed by JDA would solve all 

these problems: 

 Time inconvenience: This arises because the auctioning happens on 

weekdays, when most of the bidders are busy with their own work. As an 

online portal can have bidding open 24x7, anyone interested in bidding can bid 

as per his/her convenience. The person would not have to come to JDA office at 

a stipulated time. Rather, he just needs to sit at home and bid whenever he 

wants to. This increased convenience would now attract all the bidders who 

were always interested in bidding but could not participate due to 
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inconvenience caused by timings. He / She can further use AMB feature which 

makes the procedure even more convenient. 

 Hidden Costs: E-auctioning can help reduce costs incurred by both 

stakeholders. For citizens, it can reduce opportunity cost to almost zero as it 

removes problem of time inconvenience. As bidder doesn’t have to travel to 

auction hall of JDA, travelling cost is also removed. The only cost for bidder 

now is registration fees, which is anyways very nominal. Thus, costs on the side 

of bidder are reduced to almost zero. The cost incurred by auctioneer in 

publicizing the event is now reduced considerably as all the publicity can be 

done through mails, SMS and website. At the same time, increase in number of 

bidders would ensure that property is sold and hence, the expenses incurred in 

publicizing the event would not get wasted. Also, now Non Resident Indians 

would also be able to bid in the system and this will help increase revenues by 

a large amount. 

As seen from the perspective of figure 1, P2 now converges to P1. Thus, the 

welfare loss is nullified. JDA is able to approach all the bidders who are willing 

to bid at desired BSP. This, would increase revenue and help in better disposal 

of land. 

In a longer run, this would increase savings of the government and hence 

provide more funds for developmental expenditure.  

 Collusion: By bringing a very large number of buyers together with no 

personal communication between all of them at the same time, problem of 

collusion can be solved to a very large extent. Even if some buyers collude to 

bid less amount, any new bidder can come and bid higher amount which breaks 

the collusion by defeating its purpose. 

 Insufficient price discovery: As a large number of bidders will be brought 

together for bidding and auction would be open for a longer time duration, 

better price can be discovered most of the time. 

 

Apart from solving the problems of offline auction, there is an added advantage of 

online auctions in terms of reduced need of workforce. Due to online auctioning, 

workforce required to manage the auctioning will be reduced. For example, all the 

record management will become online and hence, lesser employees would be 
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needed to manage files. Also, lesser number of officials would be needed in 

conducting the auction. The workforce thus freed can be put to more productive 

uses. 

The system would also ensure more transparency in the auctioning system. As 

everyone will be able to see the highest bid and the bidder of that bid would know 

that he/she has won, there would be no possibility of favouritism on part of 

government. 

Although, online system has so many benefits and advantages over traditional 

mechanism, its success depends heavily on its user friendliness and transparency 

in information delivery. External factors like e-literacy of bidders also affect its 

success. 
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5. Methodology 

5.1 Literature Search 

As a part of project, I have done some literature research on the topic. Although, 

there is a lot of prior research on auction theory, the domain of online auctioning is 

largely unexplored. Some research has been done on e-auctions system of e-bay 

and other such e-auctioneers, which can give us an insight on how e-auctions work. 

The pieces of existing literature I have gone through are as follows:  

5.1.1 “Can Government be a Good e-Bayer? The Use of Online Auctions in the 

Sale of Surplus Property” 

This paper talked about the experience of New York State with online auctions. 

The state started with online auctioning of surplus property, obsolete technology 

etc. in 2003. It used e-bay’s platform for online auctioning. The paper talks about 

improvement in revenues of state on account of e-enabling of auctioning and the 

role transparency plays in accelerating shift towards online model. 

5.1.2 “A theoretical and empirical investigation of multi-item online 

auctions” 

This paper analyses e-auctions for one-time products.  The paper gives theoretical 

derivation of the structure of the winning bids in multi-item progressive on-line 

auctions. The paper compares physical auctions with live auctions and shows 

statistically that assumptions of traditional auction theory like homogeneity of 

bidders do not hold true for e-auctions.  

 

5.1.3 “Implications of the Bidders’ Arrival Process on the Design of Online 

Auctions” 

The paper analyses bidders’ arrival process using data from over 324 B2C auction 

websites. The statistical analysis in the study reveals that the minimum initial bid 

is negatively correlated with the number of bidders per auction, while the number 
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of units offered and the length of the auction are positively correlated with the 

number of bidders. The analysis shows that increased dispersion in the bidders' 

values may either increase or decrease the auction price, depending on the 

bidders' overall arrival process, the length of the auction, and the number of units.  

The authors calculated the optimal auction length and show that an auction's profit 

is a function of its duration and the number of units. 

5.1.4 “Insights and Analysis of Online Auctions” 

Authors did a multivariate regression analysis to find out major variables affecting 

revenue of auctioneers. The study also talked about bidding strategies of various 

kinds of bidders.  

5.2  Field Visits 

As a part of project, I did 2 field visits to JDA’s office in 3rd week of my internship 

program. On my first field visit, I got to know about current auctioning procedure 

and got complete information of the portal’s architecture and what JDA expects 

from online auctions. On the second field visit, I witnessed a live auction in where I 

made many significant findings. I found flaws in the system which appears fool-

proof on paper. The visits help me get a better idea of the project topic and helped 

me realise the importance of e-auctions for government. 

5.3  Surveys 

The topic and the course of study went in such a way that no survey was needed. 

As the report is more of a case study on the portal, I didn’t need survey. 

5.4  Meetings and Interviews 

Date Name Designation Institution Topic of 

Discussion 

05-06-14 
Shri Rajesh 

Saxena 

System 

Analyst 
JDA e-auctioning portal 

05-06-14 
Shri Ramavtar 

Sharma 

Additional 

Director, 

revenue 

JDA 
Current auctioning 

procedure 

06-06-14 
Shri Ramavtar 

Sharma 

Additional 
Director, 
revenue 

JDA 
Witnessing the 

auction. 
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6. Current NGO and Government Efforts 

6.1 Social work done by NGOs 

As the topic is more of governance and revenue generation and doesn’t 

affect lives of people directly, NGOs haven’t taken up this issue. As most of 

the NGOs till now have focused on social issues and transparency issues 

only and the project is not directly related to either, NGOs haven’t made any 

significant attempt in this regards. 

6.2 Government Efforts so far 

Most of the work in this area has been prompted by pro-activeness of 

government. E-auction is one of the agendas of new government. The 

government has been trying to push this for a long time for auctioning 

natural resources. PSUs like MSTC and Coal India Limited conduct e-

auctions for allotting coal blocks. In case of JDA too, a government authority 

itself came up with the plan of e-auctioning. JDA had already been 

conducting e-auction for reverse auctions. This is one of the first times that 

government is going for e-auctioning in forward auctions. As mentioned 

above, JDA is on the verge of completion of the project. 

One of the reasons for such a pro-active behaviour on the part of 

government may be the potential e-auctioning has in enhancing its 

revenues. Government revenues are of immense importance in financing 

ever increasing expenditure on infrastructure development, both physical 

and social. More expenditure on infrastructure development may convert 

into higher chances of re-election of existing government. 

6.3 Analysis of work done so far  

Most of the work till now has been done by government. In online auctions 

by MSTC and Coal India Limited, in person verification of the bidder after 

registration is compulsory. This is not the case with JDA, which has 

removed human to human interaction until the bidding is over. The process 

being followed by JDA is more convenient and less time taking. It is more 
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efficient as compared to earlier attempts. JDA has cautiously removed all 

the redundant steps and at the same time placed enough checks in the 

system to ensure minimum fraud from side of bidders.   

JDA also conducted a mock auction to check the portal .The portal is fast 

and user friendly. The design features of the portal are appealing. Although 

some more changes can be made in website, it is a great step ahead by the 

government. JDA also started the portal in July. Currently, all sorts of 

properties are being auctioned through the portal. 

In a nutshell, I would say that efforts of government, although laudable, are 

not upto the full potential. It is good that government has started off with 

the process and started designing systems for the purpose. But a lot more 

needs to be done. If applied to the fullest scale, the efforts may yield higher 

revenue and higher transparency for the government. Taking the case of 

JDA, the system proposed seems good on paper. Outsourcing the work of 

developing the auction platform to an established player has helped it cut 

the costs of developing and maintaining portal. At the same time, it will 

result in higher revenue and sales price because of large user base of 

platform developer. 

  



    
 

  

Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 29  
  
 

 

7. Results and Discussions 
 

7.1 Findings from the literature 

Although literature on this topic is very limited, whatever I could find regarding 

the online auctioning was of great use to get a theoretical understanding of the 

subject. Some of this literature also helped me frame recommendations. My 

observations from the literature are listed below: 

 According to Ferro and Dadayan(1) (2006), lessons from New York State’s e-

auctioning process show that revenues and sales volume of government’s 

surplus property can increase fairly significantly. The return on investment on 

e-auction was found to be very high. The authors had analysed 3 year data to 

reach this conclusion.  

 Another significant finding of this study is the need of transparency in order to 

attract more bidders, and hence, higher closing price. New York State sells 

surplus property through e-bay, which takes feedback on products sold very 

seriously. Thus, in order to have a higher sales price, the auctioneer of the 

product needs to have good feedback. A customer would give good feedback in 

cases where there is complete information about the product. Thus, the 

feedback actually incentivizes the transparency on the part of government by 

ensuring higher revenues for more information. 

 According to Bapna, Goes and Gupta(2) (2001), most of the assumptions of 

traditional auction theory don’t hold for e-auctions. Assumption of only one 

item being auctioned never holds good for e-auctions as they are essentially 

multi-item auctions. This changes the dynamics as there may be a case where 

number of bidders is less than items for auction. 

 The study identifies 3 basic strategies used by bidders in e-auctions 

 Evaluators: These are one-time high bidders who bid early in the auction. 

These bidders have clear idea of their valuation and bid that true value 

early in the auction. The bid is significantly higher than BSP. This strategy is 
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usually absent in traditional auctions due to high costs of bidding just once 

in the auction. 

 Participators: Such people derive utility just by bidding in the auction, i.e.; 

they bid for the sake of it. They start with a low minimum amount and 

slowly raise their bid as the auction progresses. They continuously monitor 

the auction and bid only the minimum required to reach the top, i.e.; their 

bid is sum of current highest and minimum increment.  

 Opportunists: These people bid the highest amount just before the auction 

is about to end. They also bid minimum possible to win the bid. They are 

also called bargain hunters. 

 The strategy adopted by the people was found to be dependent on minimum 

bid increment. A large number of bidders arrive during the early course only. 

But they keep arriving during the auction. This rules out the assumption of 

finite set of bidders. Rather, the continuous arrival of bidders is seen as 

continuous stream of bidders. 

 The study identifies 4 key decision-making variables for auctioneers using 

multivariate regression model with revenue as dependent variable. These are: 

 Lot Size: This variable affects the decision only in case there is competition 

in market among the auctioneers for same product. Thus, it doesn’t affect 

JDA’s decision making to a large extent. 

 Opening bid: Low opening bid attracts more bidders, but there is risk of 

undervaluation in this case. Thus there is a tradeoff which the policymakers 

need to make.  

 Bid increment: It influences the structural pattern of the auction. It changes 

the dominant strategy. Increasing bid increment may ensure higher 

revenue but soon a threshold would be reached when high value would 

deter bidding. 

 Previous Closing prices: They are correlated with bid increment and hence 

help in determining minimum increment. 

 The paper by Vakrat and Seidmann(3) (2000) speaks about the importance and 

implications of arrival process of bidders. The paper taught me that arrival 

process of bidders can have high impact on design of auction. 
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 Typically 70% of bidders sign in during the first half of the auction. This means 

most of the evaluators participate at this time and only those who have very 

high utility of the product would continue in the later part of the auction. 

 The study statistically found that duration of bid, average past closing price 

have positive impacts on number of bidders arriving while minimum bid has 

negative impact. The research used data from 324 B2C websites. 

 The impact of auction length is a combination of two effects: 

 The arrival process effect: When the auction is kept open for longer 

duration, it is likely to accumulate more bidders which increases the 

competition and auction’s closing price rises. The probability that new 

bidders who search randomly through the Internet will hit the site is also 

higher. 

 The waiting time effect: A short auction decreases the bidder’s opportunity 

cost of delay. A bidder who bids in an online auction prefers a short auction 

to a long one. The bidder would not have to continuously monitor the 

auction for a longer time if the auction length is small. 

Thus, there is a need to find out an optimal auction length so that arrival 

process effect keeps dominating the waiting time effect. Analytics can be used 

for this purpose to determine after what duration, new bidders’ arrival 

decreases to negligible and prices almost become stagnant for each kind of 

product.  

 In another study Bapna, Goes & Gupta(4) (2000) concluded gave an empirically 

derived classification and performance-comparison of bidders. The paper finds 

the amount of surplus each kind of bidder can lose.  They found that 

performance of each kind of bidder depends on bid increment value.  In 

general, loss of surplus for participator is less than that for opportunist, while 

they do better than evaluators. 

 The study finds bid increment to be an important revenue determining factor 

in online auctions as all the theoretical properties of these auctions depend on 

bid increment.  
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7.2 Finding from the fields and impact on the theoretical focus of the project 

Findings from field visits have already been mentioned in Section 2 and 3. To sum 

that up, during my field visit I learnt about the auctioning system of JDA whose 

flaws I have already listed. I also got to know how the e-auctioning portal would 

work. I found that JDA’s main aim for going online is to enhance its revenues by 

reducing the instances of less or no bidders for smaller properties. Collusion would 

also be broken by this method. An added advantage would be reduction in need of 

manpower and expenses of publicizing the auctioning and increased transparency. 

The detailed analysis of these findings is already mentioned in earlier sections. 

7.3 Gap analysis 

The creation of this portal is actually an initiative to bridge the gap. The gap existed 

earlier when even those who had potential to participate in the auction, all over 

India, were not able to fulfil their wishes just because the only attending the 

auction would take a lot of time and cost. And even after incurring all these costs, 

there was no guarantee that they would be able to win the auction and take their 

property. As such, there were costs and high risks involved in the participation in 

auction. The citizens were facing opportunity costs just for bidding in the auction. 

Evaluators (as defined in previous section) were not able to participate in the 

auction. Collusion happened a lot of time which denied the obtainment of true 

value of land by the government. All this reduced revenue and hence 

developmental expenditure of the government on public. The government was 

willing to supply land and bidders were willing to buy it, but other factors came in 

between which prevented the market to operate fully efficiently. 

Thus, there was a strong need of bridging this gap. A strong solution was needed as 

a lot of land is to be disposed by the government but it couldn’t find enough takers. 

The solution was provided by Information and Communication Technology. Like 

every other aspect of governance, use of Information and Communication 

Technology is supposed to help government find enough takers for government 

land. It will help connect the suppliers and the buyers and hence make the markets 

efficient and ensure better prices.  
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Although the efforts are laudable as they bridge most of the gap which was there in 

the traditional system and is also more transparent than the traditional auctions, 

its success depends heavily on how much government is able to publicise it. 

Experience of Bangalore shows the system works well only when government is 

able to publicise it among the masses. The success also depends on ability of 

people to use internet. To help those who are not able to access internet but are 

willing to bid, JDA has also contacted e-mitra counters for online EMD payment. 

The last lag would be to spread information about this system to as many people as 

possible so that they can also participate in the system. 
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8. Recommendations, their Scope and Strategy for Implementation 

 

Based on my research, field visits and literature survey, I have come to a 

conclusion that building a portal is a huge revenue booster due to various factors 

we have seen. But, I also found in literature that in order to maximise this gain in 

revenue it is important to have a good auctioning strategy. According to literature, 

any good strategy must have following properties: 

Optimal Bid length: JDA hopes that due to a larger auction length, e-auctions would 

be able to fetch it better prices for the land by increasing the number of bidders. 

They are true to some extent but there is another effect taking place as stated 

above. The waiting time effect and the opportunity costs of continuously 

monitoring the auction are high in longer auctions which may drive away some 

bidders, especially NRIs who may bid for land in any other city. Thus, JDA would 

need to find out an optimal bid length for the purpose 

Optimal BSP: JDA keeps BSP of its land lower than market price in order to attract 

more bidders who may bid even higher once they enter the competitive bidding. 

But, the BSP should not be too low. For a lower BSP would mean smaller highest 

bid and thus the purpose of discovering better price would be defeated despite 

larger number of bidders. Thus, the BSP must be high enough to fetch good H1 and 

low enough to attract large number of bidders. 

Optimal Minimum Bid increment: The bid increment is found out to be a really 

important factor in the literature on e-auctions. A large bid increment is expected 

to increase revenues but only until a threshold after which it starts deterring 

potential bidders. Low minimum bid increment means slower process. 

Thus, it is essential for JDA to find optimal levels of all the above stated 

parameters. This would mean that JDA needs to employ data analytics techniques 

to find out these values once they have enough number of observations for that. 
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Also, JDA must publicise its portal properly. It must publicise it among the general 

public so that potential bidders register on the portal and participate whenever 

they feel they want some property. This will help JDA get more revenues and 

better prices at earliest possible and help the project achieve its desired goals. 
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9. Suggestions for future work 
 

As the project is in a nascent stage one of the first suggestions I would give for 

future work would be to find out, both quantitatively and qualitatively, if the 

project has achieved the purpose with which it was started. The project is started 

with a motive of attracting more bidders and getting a better price on land. The 

government expects to increase revenue from auctioning by implementing this 

system. Thus, it can be taken up as a statistical study to find out if these aims are 

actually achieved. 

A satisfaction survey can be conducted among all the bidders to find out their 

views on this service. There can be questions related to transparency of the e-

auction system, there review about convenience of participating, registration fee 

etc. can be taken up with bidders to whom the service is being provided. This will 

help JDA improve the system as they will now have a good feedback of their 

system. 

Another important future study can be to have a feasibility study for replicating 

this model to auctioning of other government resources. Government auctions 

various resources like coal, iron ore etc. after dividing them into various blocks. 

These blocks are auctioned much like land only. Thus, it would be a good study to 

see if the model developed by JDA can be used for auction of natural resources, and 

what changes can be brought in it to make it more suited to natural resource 

auctioning. 
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10. Conclusion 

 

On a concluding note, I would say that disposing off government land in online 

manner is a great e-governance measure. Not only does it make procedures 

simpler and more convenient for everyone, but it also exhibits an important facet 

of e-governance, which is, ability of Information and Communication Technology 

to maximise government revenue.  

The portal built by Jaipur Development Authority ensures minimum human-

human interaction. The anonymity ensures there is no collusion and corruption in 

the system. But at the same time it checks for frivolous bidders by charging high 

EMD and penalising heavily those who default on payment of bids. The system 

would also ensure a better record keeping on the part of JDA. The portal, being 

user friendly and fast, ensures high level of convenience to users. Integrating e-

mitra counters in the process of registration and payment of EMD and bids would 

make sure that those with little or no internet connectivity are also able to 

participate in the bidding. The system would attract NRI bidders too who earlier 

refrained from bidding due to huge opportunity cost involved. Thus, the system, by 

reducing the opportunity costs and providing convenience to bidders is proving to 

be an attempt to maximise revenue on auction receipts. 

But current literature on online auction mechanism of e-bay and other such 

auctioneers suggests that merely making an auction online doesn’t maximise the 

revenue. Auctioneer has to take care of the various important features which 

determine revenue of the auctioneer. Jaipur Development Authority needs to find 

out optimal auction length and bid increment values as they go a long way in 

determining the revenue. Many of the assumptions taken in literature may not be 

relevant in our case as land is a completely different commodity from other 

consumer durables sold online. But, the findings empirical strategy employed 

there can still be used in determining the optimal bid length for JDA’s e-auction 

and hence maximise its revenue. 
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Apart from it, the report also gives some suggestions for future work in form of 

satisfaction survey, extension of the model for natural resources and checking for 

efficiency of the system. 
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12. Appendix A 
 

Table A1: Registration fees for online bidding: 

S.no. Period of Registration Fees 

1 1 Month 100.00 

2 1 Year 500.00 

3 2 Year 1,000.00 

 

Table A2: Participation Fee, EMD and Timeline: 

Estimated Value Participation 

Value (Non-

refundable) 

EMD (INR) Submission Timeline 

Upto 1 crore Nil 50,000.00 After submission of 

participation fee & 

EMD having three 

clear working days 

from date of closing 

of bid 

1 crore-4 crore Nil 15,00,000.00 

4 crore- 15 crore 5,000.00 30,00,000.00 

Above 15 crore 5,000.00 50,00,000.00 

 

Table A3: Payment Schedule 

Estimated Value Timeline 

Upto 4 crore 15% within 24 Hours as mentioned in the acceptance of bid. 

15% within 24 Hours as mentioned in the acceptance of bid. 

Above 4 Crore 15% within 24 Hours as mentioned in the acceptance of bid. 

15% within 24 Hours as mentioned in the acceptance of bid. 
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“The highest measure of democracy is neither the 

‘extent of freedom’ nor the ‘extent of equality’ but 

rather the highest measure of participation.” 

- A.D. Benoist 

 

Rakshak Foundation creates awareness domestically and internationally 

about the rights and responsibilities of citizens towards the society and 

state. Rakshak engages in and supports social and scientific research on 

public policy and social issues. 

 

 

     GET INSPIRED               IDENTIFY YOUR PASSION           GET INVOLVED 

 

Email: secretary@rakshakfoundation.org 

Website: www.rakshakfoundation.org 

 

Disclaimer: This report is an outcome of a student project and the content of this report represents the views of its author. 

Neither the report nor any of its parts represent the views of  Rakshak Foundation and/or any of its affiliates and officials in 

any capacity whatsoever. The figures and facts used in the report are only suggestive and cannot be used to initiate any legal 

proceedings against any person or organization. However, the author shall be extremely grateful to acknowledge any 

inaccuracies in the report brought to author’s notice. Please email your suggestions/concerns to:  hr@rakshakfoundation.org] 
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