
Advanced Economic Theory: Market Design (ECON6121E)

1 General Information:

� Classroom: LSK 2007

� Lecture Time: Fridays, 9:00 a.m.–12:50 p.m.

� Instructor: Prof. Jinwoo Kim; Office: LSK 6007

� Contact Information: jinwookim@hst.hk

� Office hour: Thursdays, 2:00–3:00 p.m.

2 Course Description

In this course, we will study the theory of market design, focusing on the (centralized)
matching theory. We will investigate how the design of matching market in various
environments affects the incentives and behaviors of participating agents and how fair
or efficient the resulting outcomes will be. The course mainly consists of two subjects,
matching without transfers and matching with transfers, though the two subjects are
related. Specifically, we shall discuss matching of agents on one side with agents on
the other and matching of agents to indivisible resources/positions, and apply the
theories to problems of house allocation, centralized labor market matching, school
choice, and so on.

Toward the end of the semester, there will be student presentations in which each
student should present at least one paper.

3 Intended Learning Outcomes

Upon successful completion of this course, students will be able to:

� Understand the foundational models and solution concepts in matching theory,
including matching without transfers and matching with transfers.

� Analyze the incentive, efficiency, and fairness properties of key market design
mechanisms used in centralized matching markets.

� Apply matching theory to canonical market design problems such as house
allocation, school choice, and labor market matching.
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� Critically read, interpret, and present advanced research papers in market design
and matching theory.

� Develop the ability to evaluate and compare alternative market designs from a
theoretical perspective.

4 Assessment Scheme

4.1 Assessment Weightings

� Single exam (to be given during the final exam period), 30 %

� 3 Problem sets, 20 %

� Presentation: Papers with # mark in the Reading Material listed below. (to be
expanded as the class progresses), 50 %

4.2 Grading and Exam Policy

� No make-up exams will be provided.

� Requests for grade corrections must be submitted within one week of score
announcement.

4.3 Grading Rubrics

� Excellent Performance (A range): Demonstrates a deep understanding of the
course materials and applies them very effectively to problem solving. Presents
assigned papers clearly and insightfully, and contributes thoughtful, critical dis-
cussion.

� Good Performance (B+, B): Shows a solid grasp of the course materials and
applies them well to problem solving. Presents assigned papers clearly and par-
ticipates actively in discussion.

� Marginal Performance (B?, C+, C): Has basic knowledge of the course materials
and applies them at a minimal level. Presents assigned papers at a basic level
and participates only minimally in discussion.

� Fail: Demonstrates no understanding of the course materials and cannot apply
them to problem solving. Fails to present assigned papers adequately or engage
in discussion.
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5 Course Policies

5.1 Academic Honesty and Integrity

Students are expected to adhere to the University?s policies on academic honesty.
Any form of plagiarism, cheating, or academic misconduct will be handled according
to HKUST regulations.

5.2 Use of AI and Generative AI Tools

The use of AI or generative AI tools is permitted only to the extent explicitly allowed
by the instructor. Students are responsible for ensuring that all submitted work re-
flects their own understanding and complies with academic integrity standards.

6 Useful Readings

� Roth, A., and Sotomayor, M., Two-sided Matching: A Study in Game-theoretic
Modeling and Analysis, Econometric Society Monographs, 1990.

� Abdulkadiroğlu, A. and S̈onmez, T., “Matching Markets: Theory and Prac-
tice,” Econometric Society 10th World Congress, in Advances in Economics
and Econometrics, edited by Acemoglu, Arellano, and Dekel, 2013.

� Kojima, K., “Recent Developments in Matching Theory and Their Practical
Applications,” Econometric Society 11th World Congress, in Advances in Eco-
nomics and Econometrics, edited by Bo Honoré, Ariel Pakes, Monika Piazzesi,
Larry Samuelson, forthcoming.

� Pathak, K., “What Really Matters in Designing School Choice Mechanisms,”
Econometric Society 11thWorld Congress, inAdvances in Economics and Econo-
metrics, edited by Bo Honoré, Ariel Pakes, Monika Piazzesi, Larry Samuelson,
forthcoming.

� Scientific Background on the Sveriges Riksbank Prize in Economic Sciences in
Memory of Alfred Nobel 2012, “Stable Allocations and the Practice of Market
Design,” complied by The Economic Sciences Prize Committee of the Royal
Swedish Academy of Sciences.
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− Ergin, H., Sönmez, T., and Ünver, M. U., (2020), “Efficient and Incentive-
Compatible Liver Exchange,” Econometrica, 88, 965–1005.

− Haeringer, G., and Klijn, F., (2009), “Constrained School Choice,” Journal
of Economic Theory, 144, 1921–1947.

− Hatfield, J. W., Kojima, F., and Narita, Y., (2016), “Promoting School
Competition through School Choice: A Market Design Approach,” Journal
of Economic Theory, 166, 186–211.

− Kamada, Y., and Kojima, F., (2014), “Stability Concepts in Matching
under Distributional Constraints,” Journal of Economic Theory, 168, 107–
142.

− Kamada, Y., and Kojima, F., (2015), “Efficient Matching under Distribu-
tional Constraints: Theory and Applications,”American Economic Review,
105, 67–99.

− Kesten, O., (2006), “On Two Competing Mechanisms for Priority-based
Allocation Problems,” Journal of Economic Theory, 127, 155–171.

− Kesten, O., (2010), “School Choice with Consent,” The Quarterly Journal
of Economics, 125, 1297–1348.

# Phan, W., Tierney, R., and Zhou, Y., (2024), “Crowding in School Choice,”
American Economic Review, 114, 2526–2552.

# Reny, P., (2022), “Efficient Matching in the School Choice Problem,”Amer-
ican Economic Review, 112, 2025–2043.

− Sönmez, T., and Switzer, T., (2013), “Matching with (Branch-of-Choice)
Contracts at the United States Military Academy,” Econometrica, 81, 451–
488.

# Sönmez, T., and Yenmez, M. B., (2022), “Affirmative Action in India via
Vertical, Horizontal, and Overlapping Reservations,” Econometrica, 90,
1143–1176.

6. Large Matching Markets

− Ashlagi, I., Braverman, M., and Hassidim, A., (2014), Stability in Large
Matching Markets with Complementarities,”Operations Research, 62, 713–
732.

− Ashlagi, I., Kanoria, Y., and Leshno, J. D., (2016), “Unbalanced Random
Matching Markets: The Stark Effect of Competition,” Journal of Political
Economy, 125, 69–98.

9



− Azevedo, E. M., and Budish, E. B., (2019), “Strategy-proofness in the
Large,” Review of Economic Studies, 86, 81–116.

− Azevedo, E. M., and Leshno, J. D., (2014), “A Supply and Demand Frame-
work for Two-Sided Matching Markets,” Journal of Political Economy, 124,
1235–1268.

− Che, Y.-K., Kim, J., and Kojima, F., (2019), “Stable Matching in Large
Economies,” Econometrica, 87, 65–110.

− Che, Y.-K., and Tercieux, O., (2019), “Efficiency and Stability in Large
Matching Markets,” Journal of Political Economy, 127, 2301–2342.

− Che, Y.-K., and Tercieux, O., (2018), “Payoff Equivalence of Efficient
Mechanisms in Large Matching Markets,” Theoretical Economics, 13, 239–
271.

# Greinecker, M., and Kah, C., (2021), “Pairwise Stable Matching in Large
Economies,” Econometrica, 89, 2929–2974.

− Immorlica, N., and Mahdian, M., (2005), “Marriage, Honesty, and Stabil-
ity,” in Proceedings of the Sixteenth Annual ACM-SIAM Symposium on
Discrete Algorithms, Society for Industrial and Applied Mathematics, 53–
62.

− Kojima, F., and Pathak, P., (2009), “Incentives and Stability in Large
Two-Sided Matching Markets,” American Economic Review, 99, 608–627.

− Kojima, F., Pathak, P., and Roth, A.E., (2013), “Matching with Cou-
ples: Stability and Incentives in Large Markets,” Quarterly Journal of Eco-
nomics, 128, 1585–1632.

# Jagadeesan, R., and Vocke, K., (2024), “Stability in Large Markets,” Re-
view of Economic Studies, forth.

− Lee, S., (2017), “Incentive Compatibility of Large Centralized Matching
Markets,” Review of Economic Studies, 84, 444–463.

7. Dynamic Matching Markets

# Baccara, M., Lee, S., and Yariv, L., (2020), “Optimal Dynamic Matching,”
Theoretical Economics, 15, 1221–1278.

− Doval, L., (2022), “Dynamically Stable Matching,” Theoretical Economics,
17, 687–724.
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