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Course Description: 
 
Economists are increasingly involved not just in studying but in designing practical 
market mechanisms. These include auctions to sell diamonds, timber, electricity, 
procurement contracts and radio spectrum; matching algorithms to assign students 
to schools, or candidates to jobs; as well as marketplaces and mechanisms to sell 
internet advertising, trade financial securities, or reward innovation. The field of 
market design studies how to construct rules for allocating resources or to structure 
successful marketplaces. It draws on the tools of game theory and mechanism 
design to identify why certain market rules or institutions succeed and why others 
fail. 
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The readings are mostly economics journal articles, or popular press articles, that 
provide some context for the class. All of the listed papers (at least large parts of 
them) should be readable. 
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Tentative Course Outline: 
 

1. Game Theory (weeks 1-5) 
2. Midterm 1 (in class, Feb 11th) 
3. Matching (weeks 6 - 10) 
4. Midterm 2 (in class, Mar 17th) 
5. Spring Break (week 11) 
6. Auctions (weeks 12- 14) 
7. Platforms (weeks 14-16, if time permits) 
8. Final Exam (May 2nd, 4:30 pm) 

 
 
Detailed Course Outline with topics: 
 

1. Overview of the class 
 
Topics: syllabus, overview of the content, introduction into game theory 
and market design 
 

Game Theory: 
 

2. Static Games 
 
Topics: static games, dominant strategies, Nash Equilibrium 
  

3. Dynamic Games 
 
Topics: dynamic games, subgame perfect equilibrium and backward 
induction 
 

4. Incomplete Information 
 
Topics: simple games with incomplete information, concept of Bayesian 
Nash equilibrium, simple auction games  

 
Matching: 
 
5. Introduction to Matching Markets 

 
Topics: ǲ���������������ǳ��������-to-one matching, stable matches, the 
Deferred Acceptance algorithm, existence result, optimal matches for 
both sides of the market, incentives of participantsǡ�ǲ����������������ǳǡ�
�������������������ǡ���������������������������������������ǲ���������
�������ǳ���������������������Ǥ� 
 
Readings:  



 



 
ǲ�������������ǳ����
���������������� 
 

Auctions: 
 

9. Introduction to Auction Theory 
 
Topics: private value model, first and second price sealed bid auctions, all 
pay auctions, ascending auctions, the revenue equivalence theorem, eBay 
auctions - equivalence and nonequivalence to the second-price auction 
 
Readings: 
ǲ������������
���ǳ�����������������������������������������������
Report (2003)    
 
 

10. Designing Good Auctions 
 
Topics: how to design an auction, facilitating entry, reserve prices, bidder 
subsidies, collusive bidding, optimal auction design 
 
Readings: 
 
"What Really Matters in Auction Design" by Paul Klemperer (2002) 
 

11. Penny Auctions (???) 
 
Topics: case study: QuiBids, LazyBids 
 
Readings: TBA 
 
 

12. Common Value Auctions 
 
Topics: ������������������ǡ�����������ǯ�������ǡ��������������
applications, aggregation of information, application to oil lease auctions 
 
Readings: 
 
"An Empirical Study of an Auction with Asymmetric Information" by Ken 
Hendricks and Robert Porter (1988) 
 
ǲ���������ǣ�����������ǯ�������ǳ������������������ (1988) 
 
 
 





"Winning Play in Spectrum Auctions" by Jeremy Bulow, Jonathan Levin 
and Paul Milgrom 
 
"The Biggest Auction Ever: The Sale of the British 3G Telecom Licenses" 
by Ken Binmore and Paul Klemperer 
 
 
 

17. Combinatorial Auctions 
 
Topics: complementarities, auction design issues, winner determination 
problem, pricing rules, case studies: airport slot auction FAA, truckload 
auctions. 
 
Readings:  
 
"Spectrum Auction Design" by Peter Cramton 
   
 

Platforms: (if time permits) 
  

18. Introduction to the Economics of Platforms 
 
Topics: designing platforms for exchange, network effects, optimal pricing 
by the platform owner, competition between platforms for users, market 
tipping 
 
Readings: 
 
ǲ��e Economics of Internet Marketsǳ by Jonathan Levin 
 
ǲ����Industrial Organization of Markets with Two-���������������ǳ����
David Evans and Richard Schmalensee 
 
ǲ���������������������������ǣ���������
������������������ǳ by Suh et al. 
 
 

19. Internet Commerce Markets 
 
Topics: creating internet markets for e-commerce, eBay and internet 
auctions, reputation systems, Amazon and internet retail, search and 
sales mechanisms 
 
Readings: 
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Campus policy regarding religious observances requires that faculty make every 
effort to deal reasonably and fairly with all students who, because of religious 
obligations, have conflicts with scheduled exams, assignments or required 
attendance. In this class, please see me at least two weeks prior to any conflicts due 
to religious observances. See full details at 
www.colorado.edu/policies/fac_relig.html  
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