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Economic markets are often
modeled as allocating goods that
are homogeneous, in the sense
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contrast, an increasingly important
role in modern economies is played
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by goods that are heterogeneous,
in the sense that agents care about
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not only whether they trade, but
also with whom they trade. The
market for skilled labor is a
prominent example. Obtaining an
Registration required
efficient outcome then hinges on
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agents first make investments and are then matched to trade
heterogeneous goods. We show that equilibria may be efficient,
but there may also be inefficient equilibria that we can interpret
as coordination failures. We identify sufficient conditions for the
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Economics and the Director of the Cowles Foundation for
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