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Research on the Prevention Mechanism of
Parallel Collusion in Equity Auction
Zheng Junjun'  Guan Zhiye®
(1, 2 Economics and Management School of Wuhan University, Wuhan, 430072)

Abstract: In the equity auction participated by venture capitalist and external investors, external investors’
parallel collusion which damages venture capitalist’s interest will probably happen. From the angle of collusion
prevention of external investors, this paper combines the public reserve price and afterwards punishment, and
analyzes the combined effect of public reserve price and afterwards punishment on preventing collusion in the
second-price equity auction through establishing a discrete game model. The research finds that the roles of public
reserve price and afterwards punishment rely on the value distribution of external investors, and are also related to

the cost of collusion.

Key words: Equity auction; Parallel collusion; Public reserve price; Afterwards punishment
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