US 20080306853A1

a9 United States

a2y Patent Application Publication o) Pub. No.: US 2008/0306853 A1

McLemore et al.

43) Pub. Date: Dec. 11, 2008

(54)

(76)

@

(22)

(1)
(52)

SYSTEM AND APPARATUS FOR BIDDING

Inventors: Greg McLemore, Hermosa Beach, CA
(US); Adam Jackson, San Francisco,
CA (US)

Correspondence Address:
Oppedahl Patent Law Firm LLC
P.O. BOX 4850

FRISCO, CO 80443-4850 (US)
Appl. No.: 10/597,562
Filed: Jul. 30, 2006
Publication Classification

Int. CI.
G06Q  40/00 (2006.01)
10T o) R 705/37

I—il'“o"

(57) ABSTRACT

In connection with a computer-based auction system, the
auction system communicatively coupled with sellers and
bidders, the system having records indicative of sellers of
items and records indicative of bidders for the items and
identifying for each item a winning bidder in an auction, a
first bidder selects a first item for which there is a winning
bidder who is not the same as the first bidder. By electronic
means, information is obtained indicative of identities of
second bidders other than the first bidder who previously
placed respective bids for the first item. Second items are
found other than the first item for which bids have been placed
by one or more of the second bidders. A second item is chosen
by the first bidder, for which the first bidder was not aware of
the second item until after the auction ended. The first bidder
then attempts to discern why the first bidder was not aware of
the second item until after the auction ended. Alternatively
this approach is used to identifying a second item for which
the auction has not yet ended, and the first bidder places a bid
higher than any bids previously placed for that second item.
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CROSS-REFERENCE TO RELATED
APPLICATIONS

[0001] This application is a non-provisional of U.S. appli-
cation No. 60/535,437 filed Jan. 8, 2004, which application is
incorporated herein by reference for all purposes.

BACKGROUND
[0002] Auctions have been around for millennia.

[0003] Until very recent times, all auctions have been con-
ducted in vivo; bidders or their agents are required to be
physically in the same room for the auction to take place.
Each would-be bidder is either in the room (or is in commu-
nication with an agent in the room) or is not in the room (and
has no agent in the room). If the bidder (or the bidder’s agent)
is in the room, then the bidder is instantly and continuously
aware of the fact that the auction is taking place. It is unlikely
or perhaps impossible, for the bidder who is in the room to be
unaware that an auction of a particular item is taking place.
On the other hand, if the bidder is not in the room (and has no
agent in the room) then the bidder is by definition unaware of
what is being auctioned.

[0004] Books, movies, and television have all portrayed
such auctions, from raucous slave auctions in ancient Rome to
polite art auctions at Christie’s and Sotheby’s where well-
dressed bidders indicate bids by raising numbered paddles,
with some bids communicated by telephone to and from
bidders who are geographically distant from the auction
house. Retailers of urban legends like to describe livestock
auctions where bids are indicated by subtle gestures and nods,
and where a newcomer might, by scratching an itch, unknow-
ingly purchase a cow or horse, then (so goes the urban legend)
by some other unwitting action, resell the cow or horse at a
profit.

[0005] Books, movies, and television have likewise por-
trayed stock and commodities exchanges having a “trading
pit” where brokers shout out orders and where slips of paper
serve to memorialize matches between buyer and seller. His-
torically the physical limitation on the size of the trading pit
puts a natural upper bound on the number of participants that
can fit in the room, and this has led to a limit of the number of
“seats” at the exchange. A would-be buyer or seller is forced
to go through a broker rather than to participate directly in the
trading activity.

[0006] Technology has slowly crept into auctions and into
exchanges, many of which are carried out in silico rather than
invivo. Some stock exchanges are now largely electronic, and
some of them do not even have a “trading pit.” Perhaps best
known of the electronic auction systems is eBay. With eBay,
there is no requirement that the bidders all be in the same
geographic location. Advances in computer networking and
telecommunications (chief among them the rise and penetra-
tion of the Internet into society and commerce) have reduced
the need to trade or bid through an agent or broker, and have
vastly increased the number of participants capable of par-
ticipating. Few would consider it an overstatement to say that
the world of auctions has been transformed in kind, and not
merely in degree, by the advent of eBay and other automated
auction systems.

[0007] But experience with contemporary automated auc-
tion systems soon leads to a realization that it is not easily
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within grasp for a would-be bidder to be confident of bidding
optimally in a given auction system. A few examples will
suffice to illustrate this problem, and those experienced in the
art will have no difficulty recounting experiences of their own
to highlight this problem.

[0008] As one example, there is the problem of simply
learning that a desired item is available for auction.

[0009] In a classic Christie’s or Sotheby’s auction, the
would-be bidder is either present in the auction room (directly
or through a proxy) or is not. If the would-be bidder is not
present, then the would-be bidder will stand no chance of
winning bids, but this simply follows automatically from the
fact of not being present at the auction. To the extent there is
some missed opportunity to bid, the would be bidder who has
failed to attend will not feel that the system has filed him or
her, as the problem could have been readily cured simply by
showing up for the auction. On the other hand, if the would-be
bidder is present in the room, then it is easy enough to keep
track of every single item being auctioned, as the auctions
take place seriatim.

[0010] Butinacontemporary online auction, there canbe a
million or more items all being auctioned simultaneously.
Quite simply it is not humanly possible to follow all items
being auctioned and to be confident of bidding optimally as to
all items for which one would desire to bid.

[0011] Inthisworld ofonline auctions, the would-be bidder
will select among the millions of pending auctions and will
bid on only a few of the items. For a system such as eBay, the
selection process tends to follow two main paths.

[0012] First, a would-be bidder can “drill down” through a
classification system. For example a would-be bidder may
start in “Computers & Networking” and then narrow the
search to “Networking,” then to “Wireless Networking,”, then
to “WiFi,” then to “PC Cards,”, then to “USB, Adapters,
NICs,”, and finally to “PC Cards, PCMCIA (Laptop),”, in a
numerical classification (in the case of eBay) o' 45000. Hav-
ing done this, the would-be bidder can return again and again
to the numerical class and can review the pending items for
auction which are in this class, perhaps bidding for one or
more such items.

[0013] Second, a would-be bidder can search, looking for
particular words or phrases in the titles or titles and descrip-
tions of pending auctions. This may yield a list of items
matching the search terms, and the would-be bidder can
review the pending items, perhaps bidding for one or more
such items.

[0014] Experienced would-be bidders can vary their
approaches, for example using a mix of search terms and
numerical classes to narrow down the field of items upon
which bids may be made. A variety of other search
approaches may be used as well.

[0015] It will be appreciated, however, that these and most
other searching approaches rely in a fundamental way on
behavior and decisions of persons whom one does not know
and has not met. Such sellers may make classification deci-
sions that are, from the point of view of the would-be bidder,
irrational or inscrutable. Likewise such sellers may choose
vocabulary in titles or descriptions that differs from the
vocabulary that the would-be bidder would have expected to
see used. The allocation of key words (by the seller) between
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the “title” and “description” fields may also turn out to be
different from what the would-be bidder would have
expected. Stated in a somewhat colorful and figurative way,
the would-be bidder who is going to depend (for a successful
search) upon classification and description decisions by
unknown sellers is relying upon the kindness of strangers.
Experience shows that such reliance is not always well
placed.

[0016] Yet another aspect of the problem is that it will
sometimes turn out that a seller may not even appreciate what
there is about an item that would be of interest to a bidder. For
example an antique photograph may show a particular item in
the corner, and the bidder may be interested in the photograph
because of the item in the corner. Searching on a textual
description of the item may not reveal this reason for interest,
and looking at classifications (categories) may likewise not
reveal it. It would be very helpful if methods and apparatus
could be devised which would help to find such items.

[0017] Among those would-be bidders who take seriously a
goal of being thorough and bidding optimally, however, many
experiences make it easy to learn of missed opportunities. A
would-be bidder can search “closed items,” that is, items for
which the bidding has ended and for which a winning bidder
has been identified. Such a search is generally carried out just
as described above, for example, through numerical classes or
word searches or a combination of both, and identifies items
which the would-be bidder missed.

[0018] Yet other missed opportunities may arise for which
the would-be bidder never even learns that there was a missed
opportunity. The same key word or classification search that
failed to identify an item during the time it was being auc-
tioned will, likely enough, fail to identify it later when one
searches closed items.

[0019] Tt should be appreciated that classic in-person auc-
tions never really present these problems. If the bidder was in
the room, the bidder could not help but learn of each item as
it came up to be auctioned. If the bidder chose not to attend the
auction, then it was that decision (and not any feared inatten-
tion or failure to search well enough) that led to the failure to
win the bidding.

[0020] Those skilled in the art will readily appreciate that
real money is at stake. The would-be bidder who fails to learn
that some item could have been purchased for, say, $80,000
and who instead is forced to bid $100,000 for some other
comparable item has spent an extra $20,000 unnecessarily.
Likewise the enjoyment to be derived from an item once
purchased can have immeasurable value; the would-be bidder
who fails to learn that some item can be purchased presently,
and who is instead forced to wait some weeks until a compa-
rable item comes up for bid, has needlessly forgone such
enjoyment for those weeks. Finally if an item is unique, later
items may be of no consolation.

[0021] Patents and publications mentioning auctions and
exchanges include US 2004/0267731 entitled “Method and
system to facilitate building and using a search database,” US
2004/0193525 entitled “Online bidding system and method
of the same,” US 2002/0082977 entitled “Aggregation of
on-line auction listing and market data for use to increase
likely revenues from auction listings,” U.S. Pat. No. 6,732,
161 entitled “Information presentation and management in an
online trading environment,” U.S. Pat. No. 6,058,417 entitled
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“Information presentation and management in an online trad-
ing environment,” U.S. Pat. No. 6,044,363 entitled “Auto-
matic auction method,” U.S. Pat. No. 6,012,045 entitled
“Computer-based electronic bid, auction and sale system, and
a system to teach new/non-registered customers how bidding,
auction purchasing works,” US 2002/0023037 entitled
“Exchange method and apparatus,” and international patent
publication WO 00/62225 entitled “Marketplace system fees
enhancing market share and participation.”

[0022] Despite these great needs, and despite many
attempts to address these needs, there has until the present
time been no truly new approach to these needs. Approaches
proposed until now have been merely incremental in their
advance (e.g. applying a thesaurus to the search terms) and it
would be helpful if wholly new approaches could be found.

SUMMARY OF THE INVENTION

[0023] In connection with a computer-based auction sys-
tem, the auction system communicatively coupled with sell-
ers and bidders, the system having records indicative of sell-
ers of items and records indicative of bidders for the items and
identifying for each item a winning bidder in an auction, a
first bidder selects a first item. By electronic means, informa-
tion is obtained indicative of identities of second bidders
other than the first bidder who previously placed respective
bids for the first item. Second items are found other than the
first item for which bids have been placed by one or more of
the second bidders. A second item is chosen by the first
bidder, for which the first bidder was not aware of the second
item until after this work is done. The first bidder may then
attempt to discern why the first bidder was not aware of the
second item until after the auction ended. Alternatively this
approach is used to identifying a second item for which the
auction has not yet ended, and the first bidder places a bid
higher than any bids previously placed for that second item.

DESCRIPTION OF THE DRAWING

[0024] The invention will be described with respect to a
drawing in several figures.

[0025] FIG. 1 shows in functional block diagram form a
typical online auction system, together with apparatus 22
according to the invention.

[0026] FIG. 2 shows apparatus 22 of FIG. 1 in greater
detail, in functional block diagram form.

[0027] FIG. 3 shows in flowchart form a first method
according to the invention.

[0028] FIG. 4 shows in flowchart form a second method
according to the invention.

[0029] FIG. 5 depicts relationships among various data
records in the system according to the invention.

[0030] FIG. 6 shows a user interface flowchart for appara-
tus according to the invention.

DETAILED DESCRIPTION

[0031] FIG. 1 shows in functional block diagram form a
typical online auction system 13, together with apparatus 22
according to the invention. Online auction system 13 may be
seen, which is communicatively coupled (e.g. by the Internet
through web-based interfaces) with sellers 19 and bidders 20
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through links 23 and 24 respectively. In an exemplary
embodiment (e.g. eBay) there is a database 15 of sellers, a
database 14 of bidders, a database 10 of items being auc-
tioned, and a database 11 of bids placed for the items being
auctioned. As indicated by arrow 17, a seller listed in database
15 may list an item for auction by causing the item to be listed
in database 10. Bidders listed in database 14 place bids,
indicated by arrow 18, which are accumulated in bid database
11.

[0032] TItwill be appreciated that the precise database struc-
ture of the online auction system 13 can vary and the particu-
lar design choices made do not affect the invention itself or its
benefits. Stated differently, the invention offers many or all of
its benefits regardless of the particular design choices made in
system 13. For example, it may prove convenient to use a
single database 16 to contain member identifiers, with each
member able to serve as a bidder or seller or both depending
on the particular item involved. Likewise databases 10 and 11
may be stored as a single database 12 within the system 13,
although this is thought to be less preferable.

[0033] Sellers and bidders are, in a typical system 13, iden-
tified by unique identifiers called user IDs which serve as
pointers into database 16. Items being auctioned are, in a
typical system, identified by unique item numbers which
serve as pointers into database 10 and optionally into database
11.

[0034] 1t will also be appreciated that the particular physi-
cal storage and computational facilities used in system 13
may be arranged in any of several ways as a matter of design
decision by the designer of the system 13. In a very simple
case a single computer and disk storage system can perform
all the functions just discussed. In a large system with mil-
lions of users and millions of listed items, it is preferable to
break up the many functions into separate physical parts. For
example one server may serve as “front end” for web-inter-
face visitors, while a second server may be devoted to serving
up images and other items of data that change only slowly
(e.g. item descriptions). Yet another server may collect bids
while a fourth server may authenticate visitors who are log-
ging into the system. Those skilled in the art will appreciate
that as the system scales, other approaches may be taken to
support bandwidth needs. Ten bid-related servers may divide
up the task of receiving bids and keeping track of who is the
highest bidder, each based upon the final digit of the item
number, for example.

[0035] Those skilled in the relevant art will likewise be
aware of standard approaches to system reliability, such as
mirrored and striped RAID which improve fault tolerance and
which reduce latency of disk accesses, all of which are omit-
ted for clarity in FIG. 1.

[0036] Importantly, a bidder 21 who enjoys the benefits of
the invention is communicatively coupled with the system 13
by means of link 25. The bidder 21 uses system 22 in an
attempt to bid optimally, minimizing lost bidding opportuni-
ties. System 22 is, in an exemplary embodiment, a general-
purpose personal computer running a suitable stored pro-
gram, the computer located nearby to the user 21 and having
a user interface 26 such as a keyboard, pointing device, and
screen, and the computer connected by means of the Internet
to the system 13. In this embodiment, which might be termed
a “thick client” embodiment, there are typically as many
personal computers (each providing system 22) as there are
users 21.
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[0037] Inasecond exemplary embodiment which might be
termed an ASP (application service provider) or “thin client”
embodiment, the system 22 is a server and the user interface
26 is a web-based interface. System 22 in this embodiment
actually serves many users 21, each user having a respective
user interface 26. It will be appreciated that there are advan-
tages and disadvantages to these two approaches to providing
the benefits of the invention to users 21, and it will also be
appreciated that the invention can provide its benefits in
embodiments differing from these two approaches, none of
which depart in any way from the invention.

[0038] FIG. 2 shows apparatus 22 of FIG. 1 in greater
detail, in functional block diagram form. User interface 26 is
coupled with apparatus 22. Included in apparatus 22 is a
database 29 of items of interest to the bidder 21, a database 28
of competing bidders, and a database 27 of search keys used
for searching. The search keys from the database 27 are, as
described below, used among other things to perform
searches upon database 10 of items being auctioned. The
database 28 of competing bidders will, in an exemplary
embodiment, consist in large part of user IDs of such com-
peting bidders, and are used to perform queries in system 13
to learn what items (if any) those competing bidders have bid
on. Finally the database 29 of items of interest will, in an
exemplary embodiment, consist in large part of item num-
bers, and are used to perform queries in system 13 to learn the
status of items being auctioned.

[0039] FIG. 3 shows in flowchart form a first method 45
according to the invention. By way of review this method 45
is carried out with respect to computer-based auction system
13, the auction system communicatively coupled 23, 24 with
sellers 19 and bidders 20, the system 13 having records (in
database 15) indicative of sellers of items and records (in
database 14) indicative of bidders for the items and identify-
ing for each item a winning bidder in an auction. At 40 a first
bidder 21 selects a first item for which there is a winning
bidder. In a simple case it is an item for which the winning
bidder is not the same as the first bidder. (Alternatively this
may be a case where the item is one where the first bidder was
indeed the winning bidder, or may be a case where the item is
simply one where the first bidder has placed a bid.)

[0040] Stated differently, in this simple case the user of the
invention learns that he or she has lost an auction. The appa-
ratus 22 then, in an automated way at box 41, obtains from
system 13 information indicative of identities of second bid-
ders other than the first bidder who previously placed respec-
tive bids for the first item. The identities of the second bidders
are placed for example in database 28. The apparatus 22 then,
in an automated way at box 42, finds second items other than
the first item for which bids have been placed by one or more
of'the second bidders. The first bidder can then choose (at box
43) from among those second items, perhaps identifying an
item that the first bidder had not previously found through
previous searches of the kinds employed in the prior art. In a
typical case the first bidder will not even learn of the existence
of'this item until after its auction has ended at which time it is
too late to bid on it. It is not, however, too late to attempt to
learn something from what happened. Thus the first bidder,
can then (at box 44) attempt to discern why the first bidder
was not aware of the second item until after the auction ended.
This may include studying to see how this second item was
classified by its seller; this may educate the user as to classi-
fications that this seller, or other sellers, might choose to use






























