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CONFLICT AND COINCIDENCE OF INTEREST IN JOB
MATCHING: SOME NEW RESULTS AND OPEN
QUESTIONS*}

ALVIN E. ROTH
University of Pittsburgh

The game-theoretic solution to certain job assignment problems allows the interests of
agents on the same side of the market (e.g. firms or workers) to be simultaneously maximized.
This is shown to follow from the lattice structure of the set of stable outcomes. However it is
shown that in a more general class of problems the optimality results persist, but the lattice
structures do not. Thus this paper raises as many questions as it answers.

1. Introduction. Game theory concerns situations involving conflicting interests of
multiple decision makers. Because multiple objectives cannot in general be simulta-
neously maximized, the optimization results found in other areas of operations
research are largely absent from game theory, and the theoretical analysis of games
focuses not on identifying “optimal” outcomes, but primarily on identifying outcomes
that are in some appropriate sense stable. It is therefore noteworthy that in an
important class of games associated with two-sided markets, the differing objectives of
(competing) agents on the same side of the market can be simultaneously maximized
on the set of stable outcomes. In such market games, therefore, an optimal stable
outcome can be identified for each side of the market. This kind of optimization has
not been observed in any other nontrivial class of games.

This paper explores the underlying structure which allows such optimization to
occur. It will be shown that, in all but one of the models in which such optimal stable
outcomes have been shown to exist, this optimality is closely related to the algebraic
structure of the set of stable outcomes. Specifically, in these models the preferences of
the agents impose in a natural way a lattice structure on the set of stable outcomes,
and the optimal stable outcomes for the two sides of the market are the maximum and
minimum elements of the lattice. However in the remaining model, which is also the
most general, it will be shown that this natural lattice structure no longer occurs. There
thus remains an open problem: to identify some property of these models which
explains the existence of optimal stable outcomes in the most general case.

2. Overview of the literature. The first model of the kind considered here was
introduced by Gale and Shapley (1962), who studied two-sided “marriage markets”
consisting of two kinds of heterogeneous agents (e.g., firms and workers) each of whom
has its own preferences over potential matches with agents of the other kind.

Viewed as an institution designed to achieve a mutually satisfactory matching of
firms and workers, any market of this type serves to advance the common interests
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of firms and workers wishing to be matched, and to resolve the conflicting interests of
firms, who are in competition for desirable workers, and of workers, who are in
competition for desirable firms. It is thus surprising to find that this overall pattern of
common and conflicting interests is reversed when attention is confined to the set
of outcomes that are stable in the sense that no pair of agents both prefer to be
matched to each other rather than to their assigned matches. (The set of stable
outcomes constitutes the core of this game.) Specifically, when agents in the simple
symmetric model studied by Gale and Shapley are not indifferent between potential
matches, there exists a “firm-optimal” outcome in the core which every firm agrees is
the best core outcome, and a corresponding “worker-optimal” core outcome which is
best for every worker.! In addition, it is straightforward to show in this model that the
optimal core outcome for one side of the market is the worst outcome in the core for
every agent on the other side of the market (cf. Knuth 1976).2

Firm and worker-optimal stable outcomes have also been shown to exist in a
number of related models. Shapley and Shubik (1972) and Thompson (1980) consid-
ered transferable-utility models in which all outcomes can be evaluated in terms of
monetary payoffs, and Crawford and Knoer (1981) considered a nontransferable
utility model of a labor market in which salaries and job descriptions, as well as job
assignments, are determined endogenously. (This last model is a generalization of Gale
and Shapley’s marriage market.) These models treat firms and workers in a symmetri-
cal way, and assume that the number of employees required by each firm is fixed, and
that firms have separable preferences over workers.

Kelso and Crawford (1982) generalized the model of Crawford and Knoer by
dropping the assumption that firms have fixed needs for workers and separable
preferences. In this model workers may work for only one firm, but firms may employ
any number of workers, and each firm has preferences over sets of employees, salaries,
and job descriptions. Kelso and Crawford showed that, when firms regard individual
workers as substitutes in a certain sense, and when agents are not indifferent between
matches in the core and other potential matches, there is an outcome in the core that is
simultaneously the best core outcome for every firm. Since firms and workers are not
symmetric in this model, Kelso and Crawford’s treatment left open the question of
whether there exists a dual core outcome which is best for all workers.

One result demonstrated in Roth (1984) was that such a worker-optimal outcome
does indeed exist, when agents have suitably strict preferences. It was shown that there
are firm-optimal and worker-optimal stable outcomes in a more general, completely
symmetric model, in which workers may take more than one job, and each worker has
preferences over sets of jobs.

The principal purpose of this paper is to explore the reasons behind, and the precise
extent of, the surprising pattern of common and conflicting interests exhibited by the
various models discussed above. To this end we shall consider three increasingly
general models of job matching,

The results for these three models can be briefly described as follows. The first

'For example, consider the simple marriage game (whose agents are “men”™ and “women™) in which all
the men happen to rank the same woman as the most desirable match, Then these men disagree about what
is the most desirable outcome of the game, since each man prefers an outcome which gives him his first
choice (and hence gives other men lower choices, in this example). However when attention is confined to
stable outcomes, the men all agree which is the best stable outcome. (In particular, in this example any
stable outcome must match the most preferred woman with the man she ranks first, and so this woman is
not an achievable match for any of the other men, in a competitive marriage market whose outcomes ar¢
stable.)

2These optimal stable outcomes also reflect the two-sided nature of the market in a surprising way when
the matching process is considered as a noncooperative game in which each agent’s preferences are
unknown to the other agents. See Roth (1982a) for a discussion of these matters.
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model considered is a straightforward generalization of the model of Crawford and
Knoer.? It will be shown that, in this model, choices between different stable outcomes
turn out to have a remarkable “consensus” property. If all the firms, say, are allowed
to choose their most preferred workers from the workers assigned to them at two
different stable outcomes, then no worker is selected by two different firms, and so the
choice results in a feasible outcome, which is itself stable. This consensus property
directly implies the existence of firm-optimal and worker-optimal outcomes, and
imparts to the set of stable outcomes a lattice structure, in which the common interests
of the firms turn out to be directly opposed to the common interests of the workers, in
the sense that all firms prefer one stable outcome to another if and only if all workers
have the opposite preference. This opposition of interests in turn implies that the
optimal stable outcome for one side of the market will be the worst stable outcome for
every agent on the other side of the market. (These results extend the similar results for
Gale and Shapley’s marriage market reported in Knuth (1976). The same phenomenon
occurs in the transferable utility model of Shapley and Shubik (1972).)

The second model considered is a straightforward generalization of the asymmetric
model of Kelso and Crawford. The consensus property of the previous model contin-
ues to hold for choices made by firms, and this implies the existence of the firm-
optimal stable outcome identified by Kelso and Crawford.

In further investigating the second model, however, we will see that the consensus
property fails to hold for choices made by workers, and so cannot be used to explain
why a worker-optimal stable outcome nevertheless exists. The common interests of the
firms are no longer opposed to those of the workers throughout the stable set in this
model, and so this can no longer be used to explain why, nevertheless, the optimal
stable outcome for one side of the market still turns out to be the worst for every agent
on the other side of the market. Enough of the structure found in the first model
remains, however, so that it might appear that only a few pieces are missing from a
complete explanation of the polarization of interests in this case also.

However in a version of the symmetric model of Roth (1984b), it will be shown that
no vestige remains of the elaborate structure observed in the previous two models, but
firm- and worker-optimal stable outcomes nevertheless exist, and it continues to be the
case that the optimal stable outcome for one side of the market is the worst stable
outcome for agents on the other side.

3. Three models of job matching. In each of the models considered here there will
be a bipartite graph (N, X) whose set N of nodes is the union of a set W (of workers)
indexed by i = 1, ..., m and a set F (of firms) indexed by j = 1, . . ., n. The finite set
of ares X(i, j) = {x;, . - ., x{"} connecting worker i and firm j represents the job
descriptions*® at which i might be employed by j, and the set X of arcs is the union over
all (4, j) in W X F of X(i, j). Denote by X (i) = U;er X (i, j) and X(j) = Uiew X (i, )
the arcs incident to a node i € W or j € F, respectively. The three models to be
considered differ in what constitutes a feasible outcome.

In Model 1, a feasible outcome is a subset of f of X such that for every k in N,

If N X(k)| < 1; i.e. every agent is assigned at most one job.> For any agent k and

3The first of these models is also studied in Ritz (1982), in a form similar to that studied here.

*For an arbitrary job description x; in X(i, j), we will sometimes refer to s as the generalized salary
associated with the job description, since the worker will later be assumed to prefer s to be high, and the firm
will later be assumed to prefer a low s. This is a “generalized” salary since it serves to parameterize the
elements of X(i, J), which may differ in dimensions other than actual salary.

51t would not change the results if every agent k could be assigned some number g, of jobs different from
1, 50 long as g, is fixed and preferences over jobs are separable in the sense that the desirability of a job is
not influenced by the set of jobs already assigned. However this other model is not equivalent to the one
Studied here: see Roth (1985a).



382 ALVIN E. ROTH

feasible outcome f, the feasible assignment to k at f is f; = f N X(k), the job
description assigned to agent k. (If f, = O then agent k is unmatched at the outcome
f.) The set of possible feasible assxgnments for an agent k in N is thus A(k)=
(fel fo © X (k) and |l = 1, or fi =

In Model II, a feasible outcome 1s a subset f of X such that for every i in W,
|f N X(9)] < 1; i.e. every worker is assigned at most one job, but firms may be assigned
sets of workers. The feasible assignment at f for an-agent k is f; = f N X (k), so the set
of feasible assignments for a worker i in W is A(i))= {f|f; C X(i) and |fj| =1, or
f,=0)} as in Model I, while the set of feasible assignments for a firm j in F is
AP={f;,CXMYIf 0 X0, DI < 1foralli € W}). That s, a feasible ass1gnment fora
firm j is a set of job descriptions, one for each worker employed by the firm.®

In Model 1, a feasible outcome is a subset f of X such that for all (i, j) in W X F,
|f 0 X(, )} < 1; ie. workers may have more than one job and firms more than one
employee, but no worker has more than one job description at any firm. For any agent
k the feasible assignment at f is f, = f N X(k), so the set of feasible assignments for a
worker i is A()={f; CXW)||f,N X, j) <1 for all j € F} and for a firm j, 4(j)
={ffCcXDIfNXE NI <lforalie W}

In each of the models, every agent k has a stnct preference—i.e. a rank-ordering—
over his (finite) set 4 (k) of feasible assignments.” For any elements f, and g, of A(k),
let f, P, g, denote that agent k prefers f, to g, and for any subset S of X(k), let C,(S)
denote agent k’s most preferred element of A(k) that is a subset of S, i.e. C,(S) is
agent k’s most preferred choice from among all feasible subsets of S.

A feasible outcome f is defined to be stable if f, = C,(f,) for all k in N, and if no
worker-firm pair (i, j) and job description x; € X(i, j) exist such that

() x, € C(f; U {x;}) and C,(f; U {x,})P,f;; and

(i) x; € G(f; U {x }) and Gi(f; U {x,]})Pf

The reqmrement that fe = Ck( f,‘) implies that nosgent can improve his assignment
by declining some job description assigned to him, while (i) and (ii) imply that no
worker i and firm j can agree on a job description that would improve both their
assignments.®

Without further conditions on agents’ preferences, the set of stable outcomes can
sometimes be empty in Models I and III (but not in Model I). In what follows, we will
therefore assume that agents’ preferences obey the following two conditions.®

Generalized salary condition. For any (i,j) in WX F let f and g be feasible
outcomes such that f; dxffers from g; and f differs from g; only in the job description of
worker i at firm j, with x{ € ;N fand x; € g N g,. Then fiP.g; and g P f if and only
ifg>r.

Note that this condition is satisfied trivially in any example in which there is only
one job description at which any worker-firm pair can be matched, ie. if X(i,))
contains at most one element for any i and j. The polarization of interests discussed
here, which was first observed in such examples, therefore does not depend on this
condition, which serves to make the set of Pareto optimal contracts between a given
firm and worker independent of the job assignments agreed to by the firm and other
workers, or the worker and other firms.

$There is no loss of generality in assuming that a worker can have no more than one job description at 3
given firm, since the set of job descriptions can be enlarged to include any feasible combination of jobs as 2
single job description.

7An agent’s preferences are called strict if he is not indifferent between any two distinct assignments.

8In Roth (1985b) the precise relationship of this definition of stability 1o the core is discussed for a closely
related model.

9These conditions were introduced in the model of Kelso and Crawford (1982).
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Substitutability condition'®. For any k in N, let f, = C,(f, U g,). Then any x; in fy
is contained in G (g, U {x;})-

This latter assumption states that workers and firms regard each other more as
substitutes than as complements, in the sense that if a worker, say, is a desirable
employee at job description x; in a firm’s feasible assignment J;» then he remains a
desirable employee at that job description, even in a less desirable group of co-workers.
Note that this condition is trivially satisfied in Model I and by workers’ preferences in
Model II, since feasible assignments and choice sets there are always singletons.
Substitutability has the following immediate implication.

LemMMA 1. For substitutable preferences, let x; € C(f; U g). Then x, € Ci(g U
{xg,})~

Proor. Since the choice function C; arises from a binary preference relation,
N T AT Bt e o o

4. The polarization of interests. The following theorem sets the stage for the
subsequent investigation of the detailed structure of the set of stable outcomes.

THEOREM 1 (Roth 1984). In Model 111,

(a) The set of stable outcomes is nonempty.

(b) There exist a firm-optimal stable outcome which every firm likes at least as well as
any stable outcome, and a worker-optimal stable outcome which every worker likes as
well as any stable outcome."!

(c) The optimal stable outcome for one side of the market is the worst stable outcome
for every agent on the other side of the market.

Since Model I1I generalizes Model II which in turn generalizes Model I, Theorem 1
applies to all three models.'* However we will see that the structure of the set of stable
outcomes does not generalize from Model I to I1I in a straightforward way.

4.1. Polarization of interests in Model 1. In the introduction, we referred to a
consensus property for choices between different stable outcomes. This can be for-
mally stated as follows.

THeoreM 2 (Consensus property for firms). In Model 1 let f and g be stable
outcomes. There is a feasible outcome h defined by h;= C(f,U g) for all j in F, and
h = h; for every i in W such that h; C X (i, j) for some j in F, and h; = O for all other i in
W. Furthermore, this outcome h is itself stable.

This theorem will be proved in the analysis of Model II, where it also holds. (Note
that the fact that h is feasible means that no two firms choose the same worker.)
Theorem 2 and the symmetry between firms and workers in Model I immediately
imply that there is a symmetric consensus property for workers.

"®Preferences which possess this property will be called substitutable preferences.

"In Roth ( 1984a) firm and worker-optimal stable outcomes were shown to have a stronger property. Let f
be, say, the firm-optimal stable outcome, and let g be any other stable outcome. Then for any firm j it
follows not only that fjR;g, but also f; = C,(f; U g). So every firm j is so satisfied by its optimal stable
assignment that it wouldn’t choose to modify it by including any elements from its assignment at any other
stable outcome.

12As presented here Model 11 is not a formal generalization of Models I and I, since the three models
have different sets of feasible outcomes. However the analysis of the set of stable outcomes would be
unaffected if the models were rewritten with a common set of feasible outcomes, but with agents in the first
two models having preferences which make individually irrational those assignments that are presently
infeasible. Certain other kinds of feasibility constraints can also be incorporated into the model in this way.
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TueoreM 3 (Consensus property for workers). In Model 1 let f and g be stable
outcomes. There is a feasible stable outcome h defined by h; = C/(f,U g) for all i in W,
{xj ?hifor every j in F such that h; C X (i, j) for some i in W, and h; = @ for all other j
in F. .

Here the fact that & is feasible means that no two workers choose the same firm.

Given the nonemptiness of the set of stable outcomes,'® these two theorems imply
the existence of firm-optimal and worker-optimal stable outcomes, respectively. (That
is, part (b) of Theorem 1 follows in Model I from Theorems 2 and 3.) Every firm, for
example, likes the outcome % constructed in Theorem 2 at least as well as both f and g.
So, since there can be only finitely many stable outcomes, the firm-optimal stable
outcome can be constructed by an iterative process of applying Theorem 2 to its
“output” h and any stable outcome which some firm prefers to 4, until no further such
outcomes can be found.

The next two theorems establish that the common interest of the firms is opposed to
that of the workers throughout the set of stable outcomes.

THEOREM 4. In Model 1 let f and g be stable outcomes. If f,P.g; or f, = g, for all
workers i, then g.P,f; or g, = f; for all firms j.

This theorem will be proved in the analysis of Model II. The symmetry between
firms and workers in Model I immediately implies the converse of Theorem 4.

THEOREM 5. In Model 1 let f and g be stable outcomes. If g, P,f; or g = f; for all firms
J» then f,P.g. or f, = g, for all workers i.

Part (c) of Theorem 1 follows immediately in Model I from Theorems 4 and 5.

The common interests of each set of agents define a partial order on the set of stable
outcomes (e.g., f is at least as great as g in the ordering defined by the common
interests of the firms if and only if fP,g; or f; = g for all firms j). The properties of the
set of stable outcomes can be formulated in lattice-theoretic terms (cf. Birkhoff 1973).

THEOREM 6. In Model 1,

(a) The set of stable outcomes is a complete distributive lattice under the partial order
of the firms> common interests, and also under the partial order of the workers’ common
interests.

(b) The lattice under one partial order is the dual of the lattice under the other partial
order.

(c) In either lattice, for any two stable outcomes f and g, the greatest lower bound f N g
and the least upper bound f \V g both give every agent on one side of the market his
preferred choice of the two outcomes, and every agent on the other side of the market his
less preferred choice.

ProoF. Theorem 2 establishes that the set of stable outcomes is a join semilattice
under the partial order of the firms, and characterizes the least upper bounds (joins),
h=fV g for any pair of stable outcomes f and g. Theorem 3 establishes the same
result for the partial order of the workers. Theorems 4 and 5 establish that the two
partial orders are duals, so the two semilattices are duals, and constitute a lattice under
either partial order. The finiteness of the lattice insures that a greatest lower bound
and a least upper bound exist for every set of stable outcomes, so the lattice is
complete.

"InareeentpaperbyQuinzii(t%‘)ammnﬂnwﬁveproufofthcnonempﬁmdthcmisgiMfOT
a general class of nonside-payment games which includes both marriage markets and exchange economics
with indivisibilities of the kind studied in Shapiey and Scarf (1974), Roth and Postlewaite (1977), and Roth
(1982b).
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To show that the lattice is distributive, it suffices to show f V(g Ah)=(fV g) A
(f V h) for all stable outcomes f, g, k. But for any firm j, (f V (g A h)), = (g A h); if
and only if g,P,f; and hPf.. Otherwise the expression on the left equals f;. Similarly
(fvonr(Vv i:))j =(gAh);, if and only if gP;f and hPf, and otherwise the
expression on the left equals ]; So the lattice is distributive, since this is true for all
firms j. This completes the proof.

Since Blair (1982) has shown that every distributive lattice corresponds to the set of
stable outcomes for some marriage market, there is no more restrictive lattice structure

that can be used to describe stable outcomes here.'*

4.2. Polarization of interests in Model 11. The consensus property for choices by
firms between stable outcomes continues to hold for this model. Since that property
does not continue to hold for Model 111, it is proved below.

TueoreM 7 (Consensus property for firms). In Model 11 let f and g be stable
outcomes. There is a feasible outcome h defined by h,= C(f, U g) for all j in F;
h; = h; 0 X (i, j) for every i in W such that h; 0\ X (i, j) is nonempty for some j in F; and
h, = @ for all other i in W. Furthermore h is stable.

Proor OoF THEOREM 7. First we show that h is a well-defined, feasible outcome.
Suppose not: then two different firms must choose the same worker; i.e., there exist a
worker i and different firms j and k such that &, contains f; and k, contains g;. Worker
i must prefer one of these assignments to the other (since workers have strict
preferences): without loss of generality, let f,P,g;. But firms have strict preferences, so
hPg; (since g+ h), and these preferences are substitutable, so f; is contained in
Ci(g U f) (via Lemma 1, since ; contains f,). Therefore g would be unstable via i, j
and f;, contrary to the assumption. So & must be well defined and feasible.

Next we show that h is stable. Since f and g are stable, A is individually rational,
and so h, = C,(h,) trivially for all workers k and by construction of A for all firms k.
Suppose h were not stable. Then there is a worker i, a firm j, and a job description x;
in X(i, j) such that x;P;h; and x; € C(h; U {x,})P;h;. (So x, is not an element of
either f; or g;.) But h; equals either f; or g;. V}Iithout loss of generality, let A, = g,.
Denote C(Ci(h U {x;})) U g) by v;. Then o,Ph;, and so ov; is not a subset of
h = Ci(h), so x; € v;. But v, = Cy(t;U g), so substitutability implies x; € C(g U
{x;}). So g is unstable via i, j, and x;, which provides the contradiction needed to
complete the proof.

However Theorem 3 does not extend to this model; i.e., the consensus property for
choices by workers between stable outcomes which held in Model I no longer holds in
Model I1. As the following counterexample shows, the problem is not that different
workers may choose the same firm, since this is not infeasible in this model. Instead,
the problem is that the feasible outcome 4 resulting from worker choices between two
stable outcomes may not itself be stable.

Counterexample 11-1. No Consensus Property for Workers. Consider the case of six
workers, W = {1,2,3,4,5,6)}, and five firms, F = {1',2',3,4',5'}). There is exactly one
feasible job description for each worker-firm pair, so X(i, j) = {(i, )} for all i in W
and j in F, so we may regard workers’ preferences as being defined over firms, and
firms’ preferences as being defined over sets of workers. It will be sufficient for our
purposes to specify only the first two or three elements in each agent's preference
ordering, which may be extended in any way consistent with the substitutability of the

“However when agents can be indifferent between distinct job descriptions they receive at stable
outcomes, it is straightforward to construct an example showing that there need be no lattice structure, no
tonsensus property, and no optimal stable outcome for either set of agents.

"SThat is, for every agent k, cither h, = @ or P, 0.
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TABLE 1
Firm
Outcome v 2 k) 4 5
f {1} {2} {3} {4,6} {5}
g {4} {1,3} {2} {5} {6}

h {1,3) {2} (4,6} {5}

firms® preferences. The preferences of the workers are as follows:'® 2’P,1'P, .. .;

VP Py)2’Py ... 1I'P32'P3'P, ... 4P0'P,...; I'PS'PA'Ps ...,
I'"P&' PS'Py . .. . The preferences of the firms are given by: {4} P,.{1}P,{2,3,5,6}
P (2YPp{1,3}Py ... 5 (3}P3{2}Ps ...; {S}Pu{4,6}Py ...; {6}Ps (5}
P ....

Let f and g be the stable outcomes in which the workers matched to each firm are
given by Table 1.

(That is, in our more general formal notation, f; = {(i,i")} for i=1,...,5, f;=
{64}, fr ={(, )} for j=1,2,3.5, fo = {(4,4),(6,4)}, etc.)

It is easily verified that f and g are both stable. The outcome & is defined by giving
each worker i his choice between f and g: thatis b, = C,(f; U g) for each i in W. Note
that firm 1’ is left unmatched at & (i.e., A, = 9).

To see that the consensus property for workers’ choices fails here, note that A is
unstable, via workers {2,3,5,6} and firm 1’. Note also that, unlike the case in Model I,
the outcome A produced by giving each worker i the assignment f; or g, which he
prefers cannot be equivalently defined by giving each firm j the assignment f, or g
which he likes least; here that fails to produce even a feasible outcome, since firms 1’
and 2’ would both include worker 1 in their least preferred choice. (Note that in
Counterexample II-1, the worker-optimal stable outcome is the outcome which gives
every worker his first choice firm, and the firm-optimal stable outcome gives every
firm its first choice assignment of workers.)

We can now consider the extent to which the opposition of the common interests of
firms and workers, studied in Theorems 4 and 5, continues to hold in Model II. The
phenomenon captured in Theorem 4 persists here: if all workers like one stable
outcome at least as well as another, then firms have the reverse preference. This will be
proved below, since it will no longer be so in Model IIl. However the phenomenon
captured in Theorem 5 no longer persists: all firms may prefer one stable outcome to
another, and some workers may agree. This will be demonstrated in Counterexample
I-2.

THEOREM 9. In Model 11 if f and g are stable outcomes such that f,P,g; or f, = g, for
all workers i, then g,P.,f. or g, = f; for all firms j.

PROOF OF THEOREM 9. Suppose the theorem is false: then fP,g, for some firm /.
Denote by S the subset of workers i such that , C C,(f;U g). If =g foralli€ S,
then C,(f; U g) is a strict subset of g;, so g is unstable since g # C(g). Otherwise,
there is a worker i in S such that f;+ g, so f,P,g,. Since firm j has substitutable
preferences, Lemma 1 implies f; C C(g; U f), so g is unstable via 4, j and f. The
contradiction completes the proof.

The following counterexample shows that Theorem 5 does not extend to this model.

Counterexample 11-2. Consider the case of two workers, W = (1,2}, and one firm,
F={1'}. For workers i=1,2, the set of feasible job descriptions is given by
X(@i, 1) ={(i,$5)|s=1,..., 10}. The preferences of worker i=1,2 are given by

16 That is, worker | for example likes firm 2 most of all, followed by 1’, and 50 on.
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(i,8s)P,(i,8¢) if and only if s > ¢; and (i,$1)P,@. So worker i prefers higher salaries to
lower salaries, and employment to unemployment.

The firm’s preference relation is given by

@) {(1,85)), (2,859} P,.{1,81),2,8t)} if s, + s, < t,+ ,orif s, + s,=1,+ 1, and
5> 1y

(b) {(1,%10),(2,8$10)} P,.{(i,$5)} for any (i,$5) in X(i,1),i=1,2,

() ((1,$)} P {2,80)} if and only if s < ¢,

d) {(2,$10)} P, 0.

So firm 1’ prefers to hire both workers, at as low a total payroll as possible (with a
tie-breaking preference for paying worker 1 more than worker 2). If he can’t hire both
workers even at top dollar, he prefers to hire one worker at the lowest salary possible,
with a tie-breaking preference for worker 1, and he prefers to hire one worker, even
worker 2 at the highest feasible salary, to remaining unmatched.

It is clear that every outcome which matches both workers to the firm is stable. Let f
be the stable outcome f = {(1,$5), (2, $5)}, which matches both workers to the firm at a
salary of $5 each. Let g be the stable outcome g = {(1,$6),(2,$1)}, which matches
both workers to the firm at salaries of $6 for worker 1 and $1 for worker 2.

Then the only firm prefers g to f, and so does worker 1. That is, every firm prefers g
to f, but it is not the case that every worker likes f at least as well as g. So the
preferences of workers and firms are not opposed in the same way as in Model 1. This
completes the counterexample.

The properties of the set of stable outcomes can be formulated in lattice-theoretic
terms as follows.

TaeorReM 10. In Model 11,

(i) The set of stable outcomes is a complete lattice under the partial order of the firms’
common interests.

(ii) For any two stable outcomes f and g, the least upper bound f V g gives every firm
its choice from its employees at f and g.

ProorF. Theorem 7 establishes that the set of stable outcomes is a join semilattice
under the partial order of the firms, with the required least upper bound. It is
complete, since it is finite. To prove the theorem it will therefore be sufficient to
demonstrate that every subset of stable outcomes has a greatest lower bound. Let S be
such a subset, and let L(S) be the set of stable outcomes g such that for all fin S,
fiPg or f,= g, for all firms j. (That is, L(S) is the set of all lower bounds for S under
the partial order of the firms.) By Theorem 1, L(S) is nonempty, since it contains the
worker-optimal stable outcome. Therefore, since the join semilattice is complete, L(S)
has a least upper bound h, which is therefore the greatest lower bound for §. This
completes the proof.

As in Model 1, the firm and worker-optimal stable outcomes in Model II are the
maximum and minimum elements of a lattice ordered by the firms’ common interests.
However only parts of the lattice structure, and only parts of its explanatory power for
Theorem 1, have survived the generalization to Model II. These issues become even
clearer in Model 111, where workers as well as firms have substitutable preferences.

5. Polarization of interests in Model IIl: Some open questions. The consensus
property which has supported the lattice structure observed in Models I and II is
absent from both sides of the market in Model III. Since Model III generalizes Model
I1, it is immediate from Counterexample II-1 that the consensus property fails to hold
for workers, and since (unlike Model IT) Model III treats workers and firms symmetri-
cally, the property also fails to hold for firms in Model III. Similarly it follows fmfn
COunterexamplc [1-2 that the common interests of workers and firms are not in
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general opposed throughout the set of stable outcomes, in either direction in Mode}
III.

This leaves us without any natural explanation of why, in the most general of the
matching models considered, firm and worker-optimal stable outcomes exist, and why
the optimal stable outcome for one side of the market is the worst stable outcome for
all agents on the other side. That is, although the most general model can be shown to
have these properties, only in the more specialized models can these properties be
explained in terms of properties of the entire set of stable outcomes, which in turn
reflect the preferences of the agents, which constitute the data of the model.

Two avenues of further investigation suggest themselves. The first would involve an
effort to determine if any lattice properties similar to those studied here survive the
generalization to Model III. Note well that what has been shown here is only that the
consensus property and opposition of interests do not generalize to Model IIL. It
remains an open question whether the set of stable outcomes might nevertheless
always be a lattice, with some suitably defined meet and join. If, for any preferences of
the agents, the set of stable outcomes is a lattice, and if the meet and join have a
natural interpretation in terms of the choices of the agents (comparable to the
interpretation allowed by the consensus property), then a general explanation of the
existence of optimal stable outcomes could perhaps be constructed along roughly
the same lines as for the more specialized cases.

Alternatively, it may be necessary to explore quite different kinds of structural
properties of the set of stable outcomes. For example, the bipartite nature of the
matching problem makes it possible to speculate that the set of stable outcomes might
possess some matroid properties that would allow the existence of optimal stable
outcomes to be explained in terms of the kind of optimization results associated with
matroids.

One reason it seems important to understand the cause and extent of the polariza-
tion of interests among agents on different sides of a matching problem is that, when
such polarization exists, the particular institutions used to resolve a given matching
problem may have differential welfare implications for agents on opposite sides of the
market. In Roth (1984a) I consider from this point of view the succession of
institutional procedures by which graduating medical students in the United States
have obtained employment by hospitals as interns and residents. The organization of
that labor market underwent considerable turmoil for at least 30 years prior to 1951, at
which time a procedure was instituted that employs an algorithm which turns out to
yield the hospital-optimal stable outcome. With small modifications, that procedure
continues to be used to organize the market for interns and residents today.

Note added in proof: A recent paper by Blair (1984) shows that, for a class of
markets differing from Model III only in subtle respects, a lattice structure exists with
respect to an appropriate partial order.
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