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Description

This course presents basic models and economic applications of strategic information trans-
mission in games. The first part of the course is dedicated to “cheap talk games”, in which
communication is costless and non binding, and information is not certifiable. In the second
part we study “persuasion games”, in which information becomes certifiable. Applications in-
clude biased expertise, delegation, lobbying with several audiences and information sharing in
seller-buyer relationships and oligopolies.

Ce cours présente les modeles de base de transmission stratégique d’information dans les jeux.
Les deux premieres séances du cours sont consacrées aux jeux dits de “cheap talk”, dans lesquels
la communication est gratuite et sans engagement, et ou 'information n’est pas certifiable. Dans
les deux séances suivantes nous étudions les jeux dits de “persuasion”, dans lesquels I'information
devient certifiable. Parmi les applications économiques étudiées, nous verrons des problemes
d’expertise, de délégation, de lobbying a plusieurs décideurs, et de partage d’information dans
des situations d’oligopole.

General Bibliography

Forges (1994), Farrell and Rabin (1996), Koessler and Forges (2008a,b), Myerson (1994), Sobel
(2007).

Organization
Session 1. Cheap Talk Games

e Remainder: Equilibrium refinement and signaling games
e Credible information under cheap talk: Examples
e Geometric characterization of Nash equilibrium payoffs

e Expertise with a biased interested party

Bibliography: Aumann and Hart (2003), Crawford and Sobel (1982), Osborne (2004, chap. 10),
Osborne and Rubinstein (1994, chap. 12), Spence (1973).

*URL : frederic.koessler.free.fr



Session 2. Cheap Talk Games: Extensions

e Communication in organizations: Delegation vs. cheap talk vs. commitment

Multiple senders and multidimensional cheap talk

Lobbying with several audiences

Some experimental evidence
e The Art of Conversation: Multistage communication and compromises

e Mediated communication: Correlated and communication equilibria

Bibliography: Aumann (1974), Aumann and Hart (2003), Battaglini (2002), Dessein (2002),
Farrell and Gibbons (1989), Forges (1990), Krishna and Morgan (2004), Melumad and Shibano
(1991).

Session 3. Persuasion Games

e The revelation principle revisited
e Hard evidence and information certification in games
e Geometric characterization of Nash equilibrium payoffs

e Sceptical strategies and worst case inferences in monotonic relationships

Bibliography: Forges and Koessler (2005), Green and Laffont (1986), Milgrom (1981), Milgrom
and Roberts (1986).

Session 4. Persuasion Games: Extensions and Applications

e Persuasion with type-dependent biases (Seidmann and Winter, 1997)

e Strategic information revelation in oligopolies

Bibliography: Forges and Koessler (2007), Okuno-Fujiwara, Postlewaite, and Suzumura (1990),
Seidmann and Winter (1997), Van Zandt and Vives (2007).

References

AuMANN, R. J. (1974): “Subjectivity and Correlation in Randomized Strategies,” Journal of
Mathematical Economics, 1, 67-96.

AUMANN, R. J. AND S. HART (2003): “Long Cheap Talk,” Econometrica, 71, 1619-1660.

BATTAGLINI, M. (2002): “Multiple Referrals and Multidimensional Cheap Talk,” Econometrica,
70, 1379-1401.

CRAWFORD, V. P. AND J. SOBEL (1982): “Strategic Information Transmission,” Econometrica,
50, 1431-1451.



DESSEIN, W. (2002): “Authority and Communication in Organizations,” Review of Economic
Studies, 69, 811-832.

FARRELL, J. AND R. GIBBONS (1989): “Cheap Talk with Two Audiences,” American Economic
Review, 79, 1214-1223.

FARRELL, J. AND M. RABIN (1996): “Cheap Talk,” Journal of Economic Perspectives, 10,
103-118.

ForcEes, F. (1990): “Equilibria with Communication in a Job Market Example,” Quarterly
Journal of Economics, 105, 375-398.

(1994): “Non-Zero Sum Repeated Games and Information Transmission,” in Essays in
Game Theory: In Honor of Michael Maschler, ed. by N. Megiddo, Springer-Verlag.

ForcEs, F. AND F. KOESSLER (2005): “Communication Equilibria with Partially Verifiable
Types,” Journal of Mathematical Economics, 41, 793-811.

(2007): “Long Persuasion Games,” Journal of Economic Theory, forthcoming.

GREEN, J. R. AND J.-J. LAFFONT (1986): “Partially Verifiable Information and Mechanism
Design,” Review of Economic Studies, 53, 447—-456.

KOESSLER, F. AND F. FORGES (2008a): “Multistage Communication with and without Verifi-
able Types,” International Game Theory Review, forthcoming.

(2008b):  “Transmission stratégique de linformation et certification,” Annales
d’Economie et Statistiques, forthcoming.

KRISHNA, V. AND J. MORGAN (2004): “The Art of Conversation: Eliciting Information from
Experts through Multi-Stage Communication,” Journal of Economic Theory, 117, 147-179.

MELUMAD, N. D. AND T. SHIBANO (1991): “Communication in Settings with no Transfers,”
Rand Journal of Economics, 22, 173-198.

MiLGROM, P. (1981): “Good News and Bad News: Representation Theorems and Applications,”
Bell Journal of Economics, 12, 380-391.

MiLGROM, P. AND J. ROBERTS (1986): “Relying on the Information of Interested Parties,”
Rand Journal of Economics, 17, 18-32.

MYERSON, R. B. (1994): “Communication, Correlated Equilibria and Incentive Compatibility,”
in Handbook of Game Theory, ed. by R. J. Aumann and S. Hart, Elsevier Science B. V., vol. 2,
chap. 24, 827-847.

OKUNO-FUJIWARA, A., M. POSTLEWAITE, AND K. SUZUMURA (1990): “Strategic Information
Revelation,” Review of Economic Studies, 57, 25—47.

OSBORNE, M. J. (2004): An Introduction to Game Theory, New York, Oxford: Oxford Univer-
sity Press.

OSBORNE, M. J. AND A. RUBINSTEIN (1994): A Course in Game Theory, Cambridge, Mas-
sachusetts: MIT Press.



SEIDMANN, D. J. AND E. WINTER (1997): “Strategic Information Transmission with Verifiable
Messages,” Econometrica, 65, 163—-169.

SOBEL, J. (2007): “Signaling Games,” Technical Report.
SPENCE, A. M. (1973): “Job Market Signaling,” Quarterly Journal of Economics, 87, 355-374.

VAN ZANDT, T. AND X. VIVES (2007): “Monotone Equilibria in Bayesian Games of Strategic
Complementarities,” Journal of Economic Theory, 134, 339-360.



