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1. Introduction

Economists have long been interested in how an interested party can communicate her private information to a deci-
sion maker when their interests are imperfectly aligned (seminal contributions include Spence, 1973, Milgrom, 1981, and
Crawford and Sobel, 1982). I study a situation in which before obtaining information, the interested party can choose a
mechanism that specifies what information will be disclosed to the decision maker. This situation has been largely unex-
plored until recently (the pioneering articles are Rayo and Segal, 2010 and Kamenica and Gentzkow, 2011).

The drug approval process by the Food and Drug Administration (FDA) is a good example of such a situation. If a
pharmaceutical company (manufacturer) wants a new drug to be approved, it has to submit a research protocol for all
tests that are going to be undertaken. The research protocol includes not only tests chosen by the manufacturer but also
standardized mandatory tests required by the FDA. The FDA closely monitors the record keeping and the adherence to the
research protocol. So the FDA essentially observes both the design and results of all tests. Finally, based on the results
of these tests, the FDA either approves the drug or rejects it. Because of the large cost of the process and large benefits
of approval, the manufacturer has strong incentives to optimally design tests to maximize the probability of the FDA's
approval.! What is the optimal design of tests? What determines the success rate of drug trials? What determines the
average quality of approved drugs?

* This paper is a revised version of Chapter 1 of my dissertation at MIT. I thank Robert Gibbons and Muhamet Yildiz for their invaluable guidance and
advice. I also thank the editor, Ehud Lehrer, anonymous referees, Ricardo Alonso, Abhijit Banerjee, Gabriel Carroll, Glenn Ellison, Péter Esé, Gabriele Gratton,
Richard Holden, Bengt Holmstrom, Sergei Izmalkov, Hongyi Li, Uliana Loginova, Niko Matouschek, Parag Pathak, Michael Powell, Andrea Prat, Jean Tirole,
Juuso Toikka, Alexander Wolitzky, Juan Xandri, Luis Zermefio, seminar participants at MIT (Economics and Sloan), NES, UNSW, as well as the participants
at the Econometric Society Australasian Meeting for helpful comments and suggestions.

E-mail address: a.kolotilin@unsw.edu.au.
1 The description of the drug approval process is taken from Lipsky and Sharp (2001).
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I give exhaustive answers to these important questions by considering the following sender-receiver game. The receiver
has a binary action choice: to act or not to act. The sender’s utility depends only on the action taken by the receiver, and she
prefers the receiver to act. The receiver’s utility depends both on his action and on information. The receiver takes an action
that maximizes his expected utility given his beliefs. He forms his beliefs based on public information and information
disclosed by the sender. The sender chooses ex ante how information will be disclosed to the receiver ex post. Formally,
she can publicly choose any conditional distribution of messages given information. I call this distribution a mechanism. The
sender chooses the mechanism that maximizes her expected utility — the ex ante probability that the receiver will act. No
monetary transfers between the sender and receiver are allowed.

This model is a special case of Kamenica and Gentzkow (2011) who consider a general model with an arbitrary set
of actions, and arbitrary utility functions for the sender and receiver. They derive some interesting properties of the opti-
mal mechanism. To completely characterize the optimal mechanism, I impose more structure that still fits many real-life
examples well. Specifically, the optimal mechanism recommends the receiver to act when the receiver’s utility given the
information is above a cutoff and recommends the receiver not to act otherwise, where the cutoff is chosen to make the
receiver exactly indifferent between the two actions when he is recommended to act.

The main contribution of the paper, however, is general monotone comparative statics results that relate the sender’s and
receiver’s expected utilities at an optimal mechanism to the probability distribution of information. Specifically, I provide
necessary and sufficient conditions for the sender and receiver to prefer one distribution of information to another for all
values of the receiver’s opportunity cost of acting. I now present the main results of the paper using the drug approval
process.

What factors affect the manufacturer’s welfare (or equivalently the probability of the drug approval)? The manufacturer’s
welfare is higher if the manufacturer is able to design more informative tests (in the mean-preserving spread sense) and
if better drugs enter the testing phase (in the first-order stochastic dominance sense). Interestingly, under the absence of
public information, these two conditions are not only sufficient but also necessary if the manufacturer’s welfare is required
to be higher for all values of the FDA's opportunity cost of approving the drug. Under the presence of public information,
the manufacturer’s welfare is higher if (and under some additional conditions, also only if) public information is less precise
and more positive about the drug’s quality.

What factors affect the FDA’s welfare (or equivalently the expected quality of approved drugs)? Surprisingly, the FDA’s
welfare remains the same if the manufacturer is able to design more informative tests. However, the FDA’s welfare is higher
if public information is more precise and more positive about the drug’s quality. These two conditions are also necessary if
the FDA’s welfare is required to be higher for all values of the opportunity cost of approving the drug. Finally, the overall
welfare of the manufacturer and FDA is increasing in the precision of potential information of the manufacturer but is not
monotonic in the precision of public information.

Although the above monotone comparative statics results are intuitive, they do not hold in the large existing literature
where the sender chooses what information to disclose when she already has her private information. In particular, they do
not hold under cheap talk and verifiable communication (Green and Stokey, 2007; Ivanov, 2010). The difference is due to
the sender’s incentive compatibility constraint on information disclosure, which is absent in my model, because the sender
chooses what information to reveal at the ex ante stage.

Public information in the model captures not only information that will literally become public, such as the results
of mandatory tests, but also any verifiable private information of the manufacturer or the FDA that they have at the ex
ante stage, such as the results of preclinical trials or rival applications previously submitted to the FDA. Indeed, using an
argument related to the unraveling argument of Milgrom (1981), I show that such information gets fully disclosed.

1.1. Related literature

The paper is related to two strands of the literature. The first strand of the literature studies optimal information disclo-
sure games, in which the sender can commit to an information disclosure mechanism. The most influential paper in this
strand is Kamenica and Gentzkow (2011) discussed above. Rayo and Segal (2010) and Kolotilin (2014) allow the receiver to
have unverifiable private information. Gentzkow and Kamenica (2012) allow many senders to disclose information. Alonso
and Camara (2014a, 2014b) allow heterogeneous priors and heterogeneous receivers, respectively. Gentzkow and Kamenica
(2014a) allow mechanisms to have different costs to the sender. Bergemann and Pesendorfer (2007) characterize optimal
information disclosure in certain environments in which monetary transfers are allowed.

Lerner and Tirole (2006), Brocas and Carrillo (2007), and Benoit and Dubra (2011) study information disclosure in en-
vironments similar to mine, but in their models, the sender is exogenously constrained in choosing a mechanism; so they
characterize a constrained, rather than unconstrained, optimal mechanism. Gill and Sgroi (2008), Gill and Sgroi (2012),
Perez-Richet and Prady (2012), and Perez-Richet (2014) characterize constrained optimal mechanisms chosen by a privately
informed sender. Glazer and Rubinstein (2004) characterize constrained optimal mechanisms chosen by the receiver rather
than sender.

The second strand of the literature compares information structures in games. An information structure is associated
with a distribution of types given the state. A seminal work of Blackwell (1953) shows that an information structure gives
a higher optimal payoff than another one for all one-player games if and only if the latter is a garbling of the former.
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Lehmann (1988) and Athey and Levin (2001) extend Blackwell (1953) by comparing information structures not for all
one-player games but only for a class of monotone one-player games.

Hirshleifer (1971) notes that Blackwell (1953)'s result does not hold in many-player games: more information can make
all players worse off in equilibrium. More information does not always increase the set of equilibrium outcomes because
more information does not only increase the set of feasible outcomes but also adds incentive constraints. Bergemann and
Morris (2014) abstract from feasibility issues by considering the weakest concept of correlated equilibrium and show that
the set of equilibrium outcomes decreases in all games if and only if the information structure becomes more informative.
Using Bayes Nash Equilibrium concept, in which both feasibility and incentive issues are present, Gossner (2000) charac-
terizes when an information structure supports more equilibrium outcomes than another one for all games. Lehrer et al.
(2013) characterize when two information structures support the same equilibrium outcomes for all games; they use many
equilibrium concepts, including Bayes Nash Equilibrium and various notions of correlated equilibria surveyed in Forges
(1993).

Considering a smaller class of games gives a sharper comparisons of information structures: Gossner and Mertens (2001)
and Peski (2008) consider zero-sum games and use a Bayes Nash Equilibrium concept; Lehrer et al. (2010) consider games
with common interests and use many equilibrium concepts. These papers completely characterize the comparisons of infor-
mation structures; the results are stated using various types of garblings, which are identical in case of one-player games.

In this paper, I consider another class of games: optimal information disclosure games with type-independent preferences
of the sender and binary actions of the receiver. In contrast to the discussed papers, my class of games admits comparisons
of distributions of types that may arise from different prior distributions of the states; that is, distributions of types can be
compared in terms of not only informativeness but also optimism. I completely characterize when a sender/receiver prefers
one distribution of types to another; the results are stated using various stochastic orders based on mean-preserving spread
and first-order stochastic dominance. However, if compared distributions arise from the common prior distribution of the
states, the results can be stated using garblings; the body of the paper discusses the relation between these results and the
existing literature.

The rest of the paper is organized as follows. Section 2 presents the model and characterizes the optimal information
disclosure mechanism. Section 3 presents the main results of the paper: monotone comparative statics. Section 4 concludes.
All proofs, technical details, and supplementary results are relegated to the appendices.

2. Model
2.1. Setup

Consider a communication game between a female sender and a male receiver. The receiver takes a binary action a =0, 1.
Say that the receiver acts if he takes a = 1, and the receiver does not act if he takes a = 0. The sender’s utility depends only
on a, but the receiver’s utility depends both on a and on (s,r), where components s and r denote the sender’s type and
public type, respectively. Without loss of generality, the sender’s utility is a, and the receiver’s utility is s if a=1 and ug
if a = 0.2 Before (s,r) is realized, the sender can commit to a mechanism that sends a message m to the receiver as a
(stochastic) function of (s, r); specifically, the sender chooses the conditional distribution ¢ (m|s, r) of m given (s, r).>

Assume that the set of messages M contains at least two elements mp and mj, the set of sender’s types S is [s, 5], the
value of ugp belongs to the set S, the set of public types R is an arbitrary set that satisfies mild regularity conditions that
ensure that all conditional expectations exist.* The information (s, r) has some joint distribution. For simplicity, assume that
all distributions admit strictly positive densities unless stated otherwise. In particular, the marginal distribution G (r) of r
and the conditional distribution F (s|r) of s given r admit strictly positive densities g (r) and f (s|r).

The timing of the communication game is as follows:

1. The sender publicly chooses a mechanism ¢ (m|s, r).
2. A triple (m, s, r) is drawn according to ¢, F, and G.
3. The receiver observes (m,r) and takes an action a.
4. Utilities of the sender and receiver are realized.

The solution concept used is Perfect Bayesian Equilibrium (PBE). I view PBEs as identical if they have the same equilib-
rium mapping from information (s, r) to the receiver’s action a. At the third stage, the receiver forms a belief and acts if and
only if the conditional expectation Ey [s|m,r] of s given (m, ) is at least ug. (Note that PBE requires that the receiver takes
the sender’s preferred action whenever he is indifferent between the two actions.) At the first stage, the sender chooses an
optimal mechanism that maximizes her expected utility, the probability that the receiver acts.

2 In Online Appendix E, I allow the sender’s utility to linearly depend on s and show how my methodology based on stochastic orders and some of the
monotone comparative statics results generalize.

3 The literature also refers to a mechanism as a disclosure policy, an information structure, a signal, and a test.

4 For example, R is allowed to be a complete separable metric space endowed with the Borel sigma algebra (Theorems 1.4.12 and 4.1.6 in Durrett, 1996).
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Using a similar argument to the revelation principle, restrict attention to direct mechanisms that send only two mes-
sages: mg that persuades the receiver not to act and my that persuades the receiver to act. Adopt the convention that
¢ (my|s, ) denotes the probability of the message m; given (s, r). Hereafter, all notions are in the weak sense. For example,
increasing means not decreasing and higher means not lower.

To see that my model is a good approximation of the drug approval process, let us reinterpret the manufacturer as
the sender and the FDA as the receiver. The FDA’s approval decision is the receiver’s action, and the research protocol
is the sender’s choice of a mechanism. Any information that can potentially be revealed by some tests is the sender’s
information, the results of the mandatory tests is public information, and the results of the remaining tests is a message.
The manufacturer has a lot of freedom in choosing the design of tests. For example, it chooses dosage and characteristics
of volunteer patients, such as gender, age, and health condition (Lipsky and Sharp, 2001). Moreover, the manufacturer can
make specifics of subsequent tests to be contingent on the results of the mandatory tests. Due to the FDA’s regulation
and close monitoring, the FDA observes both the design and results of all tests, and then approves the drug if its benefits
outweigh its costs and risks.”

2.2. Optimal mechanism

The optimal mechanism ¢* has a simple cutoff structure.

Lemma 1. The optimal mechanism is given by

¢*<m1|s,r>={§) SIS ()

IfEF [s|r] > ug, then s* (r) = s; otherwise s* (r) < ug is the unique solution to equation Ef [s — ug|r,s > s* (r)] = 0.

Clearly, the optimal mechanism is conditioned on each piece of public information r. This implies that it does not matter
whether the sender commits to a mechanism before or after the realization of r. I give the intuition for Lemma 1 conditional
on some value r. If it is not possible to induce the receiver to always act, then the optimal mechanism induces the receiver
to act if and only if his utility is above the cutoff. The cutoff is such that the receiver is indifferent between the two actions
whenever he acts. Intuitively, the optimal mechanism has two defining properties. First, it makes the receiver indifferent
between the two actions whenever he acts. Second, it makes the receiver know whether his utility is above the cutoff. If
the first property were violated, then the receiver would strongly prefer to act whenever he acts. Thus, it would be possible
to increase the probability that the receiver acts by sending m; for a slightly larger set of types s. If the second property
were violated, then it would be possible to construct a mechanism that sends m; with the same total probability, but for
higher types s. This mechanism would violate the first property, so it would be possible to increase the probability that the
receiver acts.

Lemma 1 and subsequent results extend when the distribution of (s,r) does not admit a density, as I show in Online
Appendix C. The only difference is that the optimal mechanism may randomize over messages at the cutoff as the following
example shows. Suppose that ug = 0, public information is absent, and F is a discrete distribution that assigns probabilities
1/3 and 2/3 to 1 and —1. The optimal mechanism sends the message m; if s =1, and the messages m; and mgy with equal
probabilities if s = —1. As a result, the receiver who gets m; is indifferent between the two actions and the probability of
mq is 2/3.

Versions of Lemma 1 appear in the literature, but my proof is simpler. Anderson and Renault (2006) establish that a
cutoff mechanism is optimal in a similar setting but with transferable utilities and search costs. Lerner and Tirole (2006)
show that the mechanism from Lemma 1 is optimal in a smaller class of feasible mechanisms in a more specific setting than
mine. Benoit et al. (2008) and Kamenica and Gentzkow (2011) establish Lemma 1 for the above binary-type example. For a
more general setting than mine, Kamenica and Gentzkow (2011) derive interesting properties of the optimal mechanism. In
particular, these properties imply that m; makes the receiver indifferent between the two actions and that mg can only be
sent from types s < ug. However, they do not imply that the optimal mechanism has a cutoff structure in that mg is sent if
and only if s < s* (r).

3. Comparative statics analysis

Because the optimal mechanism has a simple cutoff structure, the model is suitable for sharp comparative statics analysis.
[ first illustrate the main comparative statics results under the absence of public information. It is not trivial to generalize

5 The drug approval process is used to illustrate general relevance of the model and provide interpretation of the results. A practitioner should note,
however, that some of my results may be inconsistent with real-world stylized facts about the FDA because my model abstracts away from some aspects
inherent in the FDA's drug approval process. For example, in reality, the FDA has some commitment power in its approval decision, the manufacturer cares
not only about the probability of approval, and not all designs of tests are feasible. See Kamenica and Gentzkow (2011) for other real-world examples that
fit the model.
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the results when the public information is present because each public type generates a different distribution of the sender’s
type.5 At the end of the section, I present this generalization and discuss its practical importance using the drug approval
process.

3.1. Comparative statics without public information

In this section, assume the absence of public information. Proposition 1 presents monotone comparative statics results
that relate the sender’s and receiver's expected utilities under the optimal mechanism to the distribution of the sender’s
type. This proposition uses the standard definitions from the literature on stochastic orders. Let P; and P, be two distribu-
tions. P, is higher than Py in the increasing convex order if there exists a distribution P such that P, first-order stochastically
dominates P and P is a mean-preserving spread of P;.’

Proposition 1. Let F1 and Fo be two distributions of s that do not depend on r.

1. The sender’s expected utility under the optimal mechanism is higher under F than under Fq for all ug if and only if F; is higher
than Fy in the increasing convex order.

2. The receiver’s expected utility under the optimal mechanism is higher under F than under Fy for all ug if and only if Ef, [s] >
EF] [S]

Part 1 states that the sender’s expected utility is higher if the distribution of s is (i) more favorable for acting (in
the first-order stochastic dominance sense) and (ii) more variable (in the mean-preserving spread sense). Condition (i) is
straightforward: more favorable distribution makes it easier for the sender to persuade the receiver. As to condition (ii),
shifting probability weights to the ends of the support of [s, 5] decreases E[s|s < F~! (p*)] and increases E[s|s > F~' (p*)]
allowing the sender to increase the probability 1 — p* that the receiver acts, as follows from Lemma 1. Interestingly, these
two conditions are not only sufficient but also necessary if the sender’s expected utility is required to be higher for any
value of ug.

Part 2 holds because the optimal mechanism is as uninformative as possible from the receiver’s perspective, as follows
from Lemma 1. Indeed, under the optimal mechanism, if the receiver acts, then he either holds the prior belief or is
indifferent between the two actions. Thus, the receiver’s expected utility under the optimal mechanism is max {E|s], ug},
which is equal to his expected utility under a mechanism that sends the same message regardless of s.

To get a deeper understanding of the results involving condition (ii) above, notice that the model has the following equiv-
alent interpretation. There is an underlying binary state w. The receiver’s utility is w if he acts (and ug if he does not). The
sender’s type s is a noisy signal about @ with normalization s = E [w|s]. The sender chooses a mechanism ¢ (m|s), which
determines how much information about s is disclosed to the receiver. Indeed, let w take values w =s and @ = s with prob-
abilities p = (5 —E[s]) /(5 —s) and p =1 — p; let the density functions of s given w be h (s|w) = f (s) (5 —s) /(5 —E[s])
and h (s|@) = f (s) (s —s) / (E[s] —s). For this construction, ph (s|w) + ph (s|@) = f (s) and E[w]|s] =s, which establishes
the equivalence.

Under this interpretation, variability condition (ii) corresponds to an informativeness of potential information s
(Blackwell, 1953). The following corollary of Proposition 1 presents comparative statics with respect to such changes in
informativeness.

Corollary 1. Let the receiver’s utility from acting w be either w or @ with probabilities p and p. Let H1 (s|w) and H3 (s|w) be two
conditional distributions of s given w that admit densities h1 (s|w) and h; (s|w).

1. The sender’s expected utility under the optimal mechanism is higher under H, than under Hq for all uy if and only if there exists
a distribution Q (s1|s2) of s1 given s, such that for all w and s,

Hy (Sllw)Z/ Q (s1152) ha (s2]w) ds;. (2)
2. The receiver’s expected utility under the optimal mechanism is the same under H, and under Hq for all uo.

In part 1, the distribution H; is a garbling of the distribution H; in that H; is obtained from H;, by adding noise. Thus,
any mechanism ¢q (m|s1) under Hi can be replicated under Hy by ¢ (m|sz) = [ ¢1 (mls1)dQ (s1]s2), which implies that
the sender’s expected utility is higher under a more informative distribution H;. Notice that this replication argument does

6 Therefore, to compare two distributions of information one needs to compare two distributions of distributions of the sender’s type instead of simply
comparing two distributions of the sender’s type as under the absence of public information.

7 See Definition 1 and Theorem 1 in Appendix A for more definitions and results on stochastic orders.

8 As can be seen from the proof, it is straightforward to write a strong version of Proposition 1 in which the sender’s and receiver’s expected utilities are
strictly higher under F,.
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not rely on the specific assumptions imposed on the class of information disclosure games that I consider. Therefore, the
sender’s expected utility increases with the precision of her information even if action a is not binary and the sender’s and
receiver’s utilities depend on a and s in an arbitrary way.’

Part 2 holds again because the optimal mechanism leaves no rent to the receiver, so the receiver’s expected utility
max{E [w], ug} does not depend on the distribution of s. However, if the sender’s utility depended on s, the optimal
mechanism could leave some rent to the receiver; so the receiver's expected utility would change ambiguously with the
precision of the sender’s information (see Online Appendix E).

The monotone comparative statics results, however, crucially rely on the assumption that the sender can choose any
mechanism at the ex ante stage. Under a cheap talk version of my model, the sender would not be able to disclose any
information because she always prefers the receiver to act. Thus, the sender’s expected utility would not change as her
information becomes more precise. More generally, Green and Stokey (2007) and Ivanov (2010) show that the sender’s ex
ante expected utility may strictly decrease in the precision of her information in the case of unverifiable information. This
happens because having less precise information may reduce the sender’s incentive to misrepresent information.

Under a verifiable communication version of my model, there exists an equilibrium in which the sender discloses all her
information. Following the literature, this paragraph focuses on this fully revealing equilibrium.’® Thus, by Lemma 1, it is
optimal for the sender to know only whether the receiver’s utility is above the cutoff s*, which is less informative than
knowing the receiver’s utility exactly. That is, the sender’s ex ante expected utility may strictly decrease in the precision of
her information in the case of verifiable information.

In the drug approval process, the manufacturer’s welfare is the success rate of drug trials and the FDA’s welfare is the
average quality of approved drugs. Note that these variables can actually be observed in the data, so the theoretical com-
parative statics results are amenable to empirical analysis. Others being equal, the success rate is higher if the manufacturer
has a better drug discovery process, or if the manufacturer has better testing capabilities. The average quality of approved
drugs is also higher under the first scenario, but is the same under the second scenario.

3.2. Comparative statics with public information

This section generalizes the previous section by introducing public information. Notice that each piece of public infor-
mation r is associated with a distinct conditional distribution F (.|r) of the sender’s type s. For convenience, I identify r
with F (.|r) so that the only primitive of the model is a distribution G of r. Thus, to compare two environments, we need
to compare two distributions G of r, where r is multidimensional because it is a distribution of s given r.

To avoid technical issues that arise due to multidimensionality, I start with the case of binary s. Specifically, assume that
s=s,5Sand r=Pr (§|r). Proposition 2 presents monotone comparative statics results that relate the sender’s and receiver’s
expected utilities under the optimal mechanism to the primitive G. This proposition uses a new stochastic order. P; is
higher than Py in the increasing concave order if there exists P such that P, first-order stochastically dominates P and P is a
mean-preserving spread of P.!!

Proposition 2. Let the support of F (.|r) consist of s and § where r is identified with Pr (§|r) forallr € R=10,1]. Let Gy and G be
two distributions of r.

1. The sender’s expected utility under the optimal mechanism is higher under G, than under G1 for all ug if and only if G, is higher
than G in the increasing concave order.

2. The receiver’s expected utility under the optimal mechanism is higher under G, than under G4 for all ug if and only if G, is higher
than G in the increasing convex order.

Part 1 of Proposition 2 states that the sender’s expected utility increases as the distribution of public information
becomes (i) more favorable for acting (in the first-order stochastic dominance sense) and (ii) less variable (in the mean-
preserving spread sense). The intuition for condition (i) is again straightforward: more favorable public information makes
it easier for the sender to persuade the receiver. As to condition (ii), when public information is less polarized, the receiver
has a weaker opinion about his best action, so it is easier for the sender to influence him.

Part 2 of Proposition 2 states that the receiver’s expected utility increases as the distribution G of public information
becomes (i) more favorable for acting and (ii) more variable. As before the receiver has the same expected utility under
the optimal mechanism and the mechanism ¢y that sends the same message regardless of s. Since the receiver’s utility

9 This result (sufficiency of (2) in Corollary 1 for part 1) is an implication of Blackwell (1953). However, Proposition 1 and necessity of (2) in Corollary 1
are new to the literature to the best of my knowledge.

10 This equilibrium can be supported by maximally skeptical out-of-equilibrium beliefs of the receiver in that the receiver believes that the actual type of
the sender is equal to the minimum type consistent with the sender’s report. Milgrom and Roberts (1986) argue that skeptical beliefs are most plausible in
many situations. Miura (2014) shows that the outcome of the fully revealing equilibrium in binary-action games is the unique one that survives a certifiable
dominance refinement. Moreover, most of the literature on verifiable communication focuses on the fully revealing equilibrium even though other equilibria
may exist (see, for example, Okuno-Fujiwara et al., 1990, Seidmann and Winter, 1997, and Hagenbach et al., 2014).

11 The increasing concave order is also known as the second-order stochastic dominance.
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from not acting is fixed at ug, the receiver is better off as G becomes more favorable for acting by the revealed preference
argument. As to condition (ii), the receiver with a stronger opinion enjoys a higher expected utility from his preferred
action. Interestingly, conditions (i) and (ii) for both parts of Proposition 2 are not only sufficient but also necessary if the
sender and receiver are required to be better off under G, for all values of ug.

Mathematically, Proposition 2 is exhaustive because it gives tight comparative statics results with respect to the prim-
itive G. But economically, changes in G in the first-order stochastic dominance sense are not meaningful if the prior
distribution of s is fixed. Indeed, if the prior probability of s is fixed at p and r is a public signal about s (normalized
as before to Pr (§\r) ), then any feasible distribution G of r must satisfy [rdG (r) = p. Therefore, changes in G should be
mean-preserving under this interpretation of public information.

Mean-preserving changes in G correspond to variability condition (ii), which in turn corresponds to informativeness of
public information (Blackwell, 1953). The following corollary of Proposition 2 presents comparative statics with respect to
changes in informativeness.

Corollary 2. Let s take only two values s and s where Pr (s) = p. Let Hy and H; be two distributions of public signals r1 and r, givens.
The sender’s (receiver’s) expected utility under the optimal mechanism is higher (lower) under H, than under H for all ug if and only
if there exists a distribution Q (r2|r1) of r given ry such that for all s and r-,

Hz (r21s) :/ Q (r2r1) hy (rls)dry. (3)

The corollary states that the sender is worse off and the receiver is better off when public information is more precise.'?

Indeed, public information is less precise under H, because H; only adds noise to Hjp. Intuitively, under H, the sender
can replicate any mechanism ¢; available under H; by using a two stage mechanism. The first stage of this mechanism
will make public information more precise, from Hy to Hy, and the second stage will implement ¢; given the more precise
public information Hp. The receiver, in contrast, prefers more precise public information H; because he can take a better
informed action under H; and the optimal mechanism leaves no rent to him.

Proposition 3 shows that in the general case of continuous s, changes in the distribution G according to conditions (i)
and (ii) have the same qualitative effects on the sender’s and receiver’s expected utilities as in Proposition 2. However,
in this case, r being a distribution of s becomes infinite dimensional, so we need to extend the stochastic orders to the
multidimensional case and impose a partial order on R.'?

Proposition 3. Let R be the set of distributions on [s, S] endowed with an increasing convex order in that r; is higher thanry if F (.|r2)
is higher than F (.|r1) in the increasing convex order. Let G1 and G be two distributions of r.

1. The sender’s expected utility under the optimal mechanism is higher under G, than under G1 for all ug if G is higher than G in
the increasing concave order.

2. The receiver’s expected utility under the optimal mechanism is higher under G, than under Gq for all ug if G is higher than G in
the increasing convex order.

An important implication of Proposition 3 is that the sender becomes worse off and the receiver better off as public
information becomes more precise.

Corollary 3. Let the prior density of s be given by f. Let h1 and hy be two densities of public signals r1 and r, given s. The sender’s
(receiver’s) expected utility under the optimal mechanism is higher (lower) under h, than under hq for all ug if there exists a density
q (r2|r1) of ry given rq such that for all s and 5,

h; (T2|S)=fQ(f2|r1)h1 (r1ls)dry. (4)

One key step of the proof shows that the sender’s expected utility is concave in the prior F. This proof does not rely
on the specific assumptions imposed on the class of information disclosure games that I consider. Therefore, the sender’s
expected utility decreases with the precision of public information even if action a is not binary and the sender’s and
receiver’s utilities depend on a and s in an arbitrary way.'#

Another key step of the proof shows that the receiver’s expected utility is convex in the prior F. This result continues
to hold as long as action a is binary (see Online Appendix E). Therefore, the receiver’s expected utility increases with the

12 Again, in the cheap talk literature, the sender’s and receiver’s expected utilities are not monotonic in the precision of public information (Chen, 2012).
13 See Appendix A for definitions and results on multidimensional stochastic orders and Online Appendix D for discussion of Proposition 3.

14 This result (the sender’s part of Corollary 3) can also be obtained using the independent work of Bergemann and Morris (2014), who show that the
set of equilibrium outcomes decreases in all games if and only if the information structure becomes more informative. However, Propositions 2, 3, the
receiver’s parts of Corollaries 2, 3, and necessity of (3) in Corollary 2 are new to the literature to the best of my knowledge.
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precision of public information even if the sender’s and receiver’s utilities depend on a and s in an arbitrary way provided
that action a is binary.

The social welfare, however, does not necessarily increase with the precision of public information even if it puts a
very small weight on the sender’s utility. Indeed, suppose that initially public information is absent. As public information
appears, the marginal increase in the receiver’s expected utility is 0 by the Envelope Theorem, as noted by Radner and
Stiglitz (1984), but the marginal decrease in the sender’s expected utility is strictly positive.

Continuing the drug approval process example, any commonly known information at the time the manufacturer designs
drug trials or any information that the FDA requires to be revealed during drug trials can be viewed as public information.
The above results mean that requiring the manufacturer to run more tests, increases the average quality of approved drugs
but decreases the success rate of drug trials. Moreover, any verifiable private information of the manufacturer or FDA that
they have at the ex ante stage is fully disclosed in the unique equilibrium, as I show in Online Appendices F and G.'°
Therefore, any such information can be viewed as public information and all results from this section continue to hold.'® In
particular, Corollary 3 then implies that the average quality of approved drugs increases and the success rate decreases if
the manufacturer carries out more thorough preclinical trials or if the FDA has more precise private information about the
tested drug from other sources, such as from rival applications previously submitted to the FDA.

4. Conclusions

In this paper, I have studied optimal information disclosure mechanisms. I have imposed the following key assumptions.
First, at the ex ante stage, the sender can publicly choose how her information will be disclosed ex post; specifically, she
can choose any conditional distribution of messages given her information and exogenous public information. Second, the
receiver has a binary action choice. Third, the sender’s utility depends on the receiver’s action but does not depend on
information.

The model is highly tractable and can be used as a building block. Compared to no disclosure, the optimal disclosure
mechanism gives the same expected utility to the receiver but persuades him to act with a higher probability. Thus, in
a richer model with many receivers, the receivers will gain or lose from the optimal information disclosure mechanism
depending only on whether externalities from acting are positive or negative.

The monotone comparative statics results imply that it is straightforward to enrich the model with strategic decisions of
the sender and receiver that affect the information structure. Returning to the drug approval process example, the manufac-
turer can increase the success rate of drug trials by improving the testing phase such that a better design of drug trials can
be chosen. This improvement, however, does not affect the quality of approved drugs. The FDA can improve the quality of
approved drugs by imposing more mandatory tests that the manufacturer must carry out, thereby obtaining more precise
public information about the tested drug. Imposing more mandatory tests, however, decreases the success rate of drug trials
and may discourage the manufacturer from going through the costly drug approval process, which may in turn hurt the
social welfare.

I have also shown that the sender and receiver disclose all of their verifiable private information at the ex ante stage, so
all of my results apply after reinterpreting this private information as public. However, in this paper, I have not explored the
possibility of the receiver having private information that cannot be elicited by the sender ex ante. Generically, the receiver
does have such private information at least by the time he takes an action. For example, the FDA carries out an independent
review after receiving the application from the manufacturer. Moreover, the manufacturer is uncertain about preferences
and beliefs of the FDA regarding the safety and efficacy of a new drug. Since the optimal mechanism leaves no rent to the
receiver if the receiver is uninformed, as a trivial result, the optimal mechanism is (weakly) more informative if the receiver
is privately informed. The detailed analysis of this situation is my central goal in Kolotilin (2014).

Appendix A. Stochastic orders

Definition 1 presents the unidimensional stochastic orders used in Section 3.1.

Definition 1. Let X; and X, be two random variables with distributions Py and P, on [x, x]. Say that

15 These results resemble the unraveling result of Milgrom (1981) who study verifiable communication games. The proofs, however, are unlike the proof
of Milgrom (1981), because in my model the order of play is different and the sender has a commitment power. The case of the receiver’s verifiable
information studied in Online Appendix F is related to the literature on mechanism design with evidence (Green and Laffont, 1986; Bull and Watson,
2007; Deneckere and Severinov, 2008; Kartik and Tercieux, 2012; Koessler and Perez-Richet, 2014), where a principal commits to a mechanism that maps
agents’ verifiable reports to principal’s actions. The case of the sender’s verifiable information studied in Online Appendix G is related to the literature
on mechanism design by an informed principal (Myerson, 1983; Maskin and Tirole, 1990, 1992) with the difference that the principal’s information is
unverifiable in this literature.

16 Relatedly, the reader may wonder whether the main results of the paper would change if the message m generated by the mechanism ¢ was privately
observed by the sender. Gentzkow and Kamenica (2014b) show that the optimal mechanism does not change and m is fully disclosed by the sender if m is
verifiable.



A. Kolotilin / Games and Economic Behavior 90 (2015) 215-226 223

1. P, first-order stochastically dominates P (denoted by Py > P1) if P2 (x) < Py (x) for all x.

2. P, is a mean-preserving spread of P1 (denoted by Py >.x P1) if there exist two random variables ?2 and ')?1, defined
on the same probability space, with distributions P, and Pq such that E [')?zlﬁ] = ')?1.

3. P is higher than Pi in the increasing convex order (denoted by P, >jx P1) if there exists a distribution P such that
Py 25 P >cx P1.

4. P, is higher than P; in the increasing concave order (denoted by P; >j., P1) if there exists a distribution P such that
Py >g P and Py >¢y P.

Theorem 1 gives useful equivalent representations of the above stochastic orders.

Theorem 1. Let P1 and P; be two distributions that admit densities on [, X].

1. Py >4 Py ifand only if E[h (X2)] = E[h (X1)] for all increasing functions h : [x, X] — R.
2. Py >¢x P1 is equivalent to each of the following conditions:

(@) E[h(X2)] = E[h (X1)] for all convex functions h : [x, X] — R;

(b) f7 P2 ®)dx < [; P (X)dX for all x € [x, ] with equality for x =x;

(c) fp] P;1 (p)dp > fp] Pl’] (p)dp for all p € [0, 1] with equality for p =0.
3. Py >jcx P is equivalent to each of the following conditions:

(a) E[h (X2)] = E[h (X1)] for all increasing convex functions h : [x, X] > R;

(b) [X Py R dX < [Py ®)dX forall x € [x, X];

(© [} Py B)dp = [} Py (B)dF forall p €[0.1].

4. Py >y Py is equivalent to each of the following conditions:
(a) E[h(X2)] = E[h (X1)] for all increasing concave functions h : [x, X] = R;
(b) [y P2 ®)dX < [} Py (R)dX for all x € [x, X];

© JEPy B dp = fF Py B)dp forall p €[0,1].

Proof. See Shaked and Shanthikumar (2007) Section 1.A.1 for part 1, Section 3.A.1 for part 2, and Section 4.A.1 for parts 3
and 4. O

Definition 2 presents the multidimensional stochastic orders used in Section 3.2.

Definition 2. Let P be the set of distributions on [x, X] endowed with some partial order >p. Let X; and X; be two random
elements with distributions Q1 and Q; on P. Say that

1. Q3 first-order stochastically dominates Q1 (denoted by Q2 >mst Q1) if Pro, (X € U) > Pro, (X1 € U) for all measurable
increasing sets U C P in that P >p P’ and P’ € U imply P € U.

2. Q» is a mean-preserving spread of Qq (denoted by Q2 >mcx Q1) if there exist two random elements /)Zz and 5(\1, defined
on the same probability space, with distributions Q» and Q1 such that E [/)Zz |5(\1] :/)21.

3. Q3 is higher than Qq in the increasing convex order (denoted by Q2 >picx Q1) if there exists a distribution Q such
that Q2 >mst Q >mex Q1.

4. Q3 is higher than Q1 in the increasing concave order (denoted by Q2 >micy Q1) if there exists a distribution Q such
that Q2 >mst Q and Q1 >mcex Q.

Theorem 2 gives equivalent representations of the multidimensional stochastic orders.

Theorem 2. Let Q1 and Q be two distributions on P.

1. Q2 >mst Q1 ifand only if E[h (X2)] > E[h (X1)] for all increasing functions h : P — R in that h (P2) > h (P1) for all P1, Py € P
such that P, >p P;.

2. Q2 >mex Qq ifand only if E[h (X2)] > E[h (X1)] for all convex functions h : P — R in that h («P1 + (1 — &) P2) < ah (P1) +
(1 —a)h(Py) forall Py, Py € Pandall @ € (0, 1).

3. Q2 >nicx Q1 ifand only if E[h (X3)] = E[h (X1)] for all increasing convex functions h : P — R.

4. Q2 >nmicv Q1 ifand only if E[h (X3)] > E[h (X1)] for all increasing concave functions h : P — R.

Proof. See Shaked and Shanthikumar (2007) Section 6.B.1 for part 1, and Section 7.A.1 for parts 2, 3, and 4. O
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Appendix B. Proofs

Proof of Lemma 1. The optimal mechanism ¢* solves

maximize /f(s|r)g(r)¢(m1|s,r)drds
45(m]|s.r)€[0»1]S <
X

subject to

/(s— ug) f (s|r)¢ (mq|s,r)ds >0 forallr € R
S

where the objective function is the probability that the receiver acts and the constraint requires that the receiver prefers to
act whenever he receives mj.
The Lagrangian for this problem is given by:

L= f (1+[s — uo] A (1)) f (5N g (r) & (s, ) drds,
SxR

where A (1) g (r) is a multiplier for the constraint. Since the choice variable ¢ (in1|s, r) belongs to the unit interval, we have
¢ (mqls,r) =1 if s>ug—1/A(r) and ¢ (mq|s,r) =0 if s <ug — 1/A(r) where A (r) is 0 if Er[s|r] > up and is such that the
constraint is binding if Er [s|r] <ug. O

Proof of Proposition 1. I start by proving the first part. Let s§ be given by Lemma 1 where F is replaced with F;. If F3 >jcx Fy
(see Definition 1), then the sender can induce the receiver to act with a higher probability under F, than under F; because

S 1 1 S
/ (s — ug) dF; (s) = / (F7'®-uo)dp= [ (F'®) —uo)dp= / (s — up) dFy (5) > 0,
P (F1(s7) Fi(s)) Fi(59) &

where the equalities hold by the appropriate change of variables, the first inequality holds by Theorem 1 part 3 (c), and
the last inequality holds by Lemma 1. Conversely, if F» Zicx F1, then by Theorem 1 part 3 (c), there exists p such that

S (pdp < " (p)dp. Setting ug = (-1, . sdF, (s — p) and using an analogous argument, we get that the re-
p]F21(~)d~ ;F11(~)d~ Setti ;2 ) $4F2(5) /(1= p) and usi 1 hat th
ceiver acts with a strictly higher probability under F; than under F;:

S 1 1 S
[ -wiro= [ (7' ®-w)d> [ (' G -uw)di= [ ¢-wdre=0
Frl(p) p P ()

Now I prove the second part. The receiver’s expected utility under F; is max {Epi [s], uo} by Lemma 1. Clearly, if Ef, [s] >
Ef, [s], then max {Ef, [s],uo} > max {Ef, [s].uo} for all uo. Conversely, if Ef,[s] < Ef, [s], then max{EF,[s],uo} <
max {Ef, [s],uo} for any ug € (Ef, [s], Ef, [s]). O

Proof of Corollary 1. The distribution of the posterior Pr(w|s) under H, is a mean-preserving spread of that under Hy if
and only if there exists Q such that (2) holds, as Blackwell (1953) shows. Since the posterior Pr (@|s) = (s — @) / (& — w)
is linear in s, the distribution of the posterior Pr(w|s) under H; is a mean-preserving spread of that under H; if and only
if Fp >¢ F1 where F; is the distribution of s under H;, given by F;(s) = H; (s@)q + Hi (s|lw)q for i =1,2. Part 1 then
follows by repeating all steps of the proof of Proposition 1 with the only difference that Theorem 1 part 2 (c) is used
instead of Theorem 1 part 3 (c). Part 2 holds because the receiver’s expected utility is max {E[w], up} by Lemma 1, and
E|w] = wq + wq does not depend on H. O

Proof of Proposition 2. The sender’s expected utility under the optimal mechanism is:

ug—s
1 5—s
USZ/min{ S7S Pr(§|r),l}dG(r):/min{ S_gr,l}dc(r):pﬂ / G (r)dr, (5)
Up—S up—S Up—S
R 0 0

where the first equality holds by Lemma 2 from Online Appendix C, the second by convention Pr (§|r) =r, and the third by
integration by parts. Part 1 of the proposition follows immediately by Theorem 1 part 4 (b).
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The receiver’s expected utility under the optimal mechanism is:

1 1
Ug = / max {ug, E[s|r]}dG (r) = / max {ug, s+ (S—s)r}dG () =5—(5—35) / G (r)dr, (6)
R 0

up—
S—

1

10

where the first equality holds by Lemma 2 from Online Appendix C, the second by convention Pr (§|r) =r, and the third by
integration by parts. Part 2 of the proposition follows immediately by Theorem 1 part 3 (b). O

Proof of Corollary 2. The distribution of the posterior Pr (§|r) under H; is a mean-preserving spread of that under H if and
only if there exists Q such that (3) holds, as Blackwell (1953) shows. Applying Lemma 1 part 2 (b) to (5) and (6) proves
the corollary. O

Proof of Proposition 3. The sender’s expected utility is fR U% (r)dG (r) where U% (r) is the sender’s expected utility con-
ditional on r. The function U is increasing in r in the increasing convex order by Proposition 1 part 1. Moreover, U is
concave in r, because there exists a mechanism ¢ that gives the sender expected utility aU% (r1) + (1 — ) U% (r2) when the
distribution of s is aF (s|r1) + (1 — &) F (s|r2). The required mechanism is simply a mechanism that implements ¢} and ¢3
with probabilities & and 1 — «. Therefore, part 1 of the proposition follows by Theorem 2 part 4.

The receiver’s expected utility under the optimal mechanism is

UR=/max{u0,E[s|r]}dG ™.
R

The function E[s|r] is linear in r because the expectation is linear in F (.|[r), which is identified with r. Moreover, E[s|r]
is increasing in r by Theorem 1 part 3 (a) because h(s) = s is increasing and convex in s and R is endowed with an
increasing convex order. Thus, the function max {ug, E[s|r]} is increasing and convex in r. Part 2 of the proposition follows
by Theorem 2 part 3. O

Proof of Corollary 3. By Le Cam (1964), who extend Blackwell (1953) to the infinite state space case, (4) implies G1 >mcx G2.
Therefore, by Definition 2, Gy >pmicy G1 and G1 >picx G2; so applying Proposition 3 proves the corollary. O

Appendix. Supplementary material
Supplementary material related to this article can be found online at http://dx.doi.org/10.1016/j.geb.2015.02.006.

References

Alonso, R., Camara, 0., 2014a. Bayesian persuasion with heterogeneous priors. Mimeo, USC.

Alonso, R.,, Camara, 0., 2014b. Persuading voters. Mimeo, USC.

Anderson, S., Renault, R., 2006. Advertising content. Amer. Econ. Rev. 96 (1), 93-113.

Athey, S., Levin, J., 2001. The value of information in monotone decision problems. Mimeo, MIT.

Benoit, J.-P.,, Dubra, ]., 2011. Apparent overconfidence. Econometrica 79 (5), 1591-1625.

Benoit, J.-P., Dubra, ]., Moore, D., 2008. A proper test of overconfidence. Mimeo, LBS.

Bergemann, D., Morris, S., 2014. The comparison of information structures in games: Bayes correlated equilibrium and individual sufficiency. Mimeo, Yale
University.

Bergemann, D., Pesendorfer, M., 2007. Information structures in optimal auctions. J. Econ. Theory 137 (1), 580-609.

Blackwell, D., 1953. Equivalent comparisons of experiments. Ann. Math. Stat. 24 (2), 265-272.

Brocas, 1., Carrillo, J.D., 2007. Influence through ignorance. RAND ]. Econ. 38 (4), 931-947.

Bull, J., Watson, J., 2007. Hard evidence and mechanism design. Games Econ. Behav. 58 (1), 75-93.

Chen, Y., 2012. Value of public information in sender-receiver games. Econ. Letters 114 (3), 343-345.

Crawford, V.P,, Sobel, ]J., 1982. Strategic information transmission. Econometrica 50 (6), 1431-1451.

Deneckere, R., Severinoy, S., 2008. Mechanism design with partial state verifiability. Games Econ. Behav. 64 (2), 487-513.

Durrett, R., 1996. Probability: Theory and Examples. Duxbury Press, Belmont, CA.

Forges, F,, 1993. Five legitimate definitions of correlated equilibrium in games with incomplete information. Theory Dec. 35 (3), 277-310.

Gentzkow, M., Kamenica, E., 2012. Competition in persuasion. Mimeo, University of Chicago.

Gentzkow, M., Kamenica, E., 2014a. Costly persuasion. Amer. Econ. Rev. 104 (5), 457-462.

Gentzkow, M., Kamenica, E., 2014b. Disclosure of endogenous information. Mimeo, University of Chicago.

Gill, D., Sgroi, D., 2008. Sequential decisions with tests. Games Econ. Behav. 63 (2), 663-678.

Gill, D., Sgroi, D., 2012. The optimal choice of pre-launch reviewer. J. Econ. Theory 147 (3), 1247-1260.

Glazer, J., Rubinstein, A., 2004. On optimal rules of persuasion. Econometrica 72 (6), 1715-1736.

Gossner, 0., 2000. Comparison of information structures. Games Econ. Behav. 30 (1), 44-63.

Gossner, 0., Mertens, J.-F., 2001. The value of information in zero-sum games. Mimeo, Universite Paris Nanterre.

Green, J.R,, Laffont, J.-J., 1986. Partially verifiable information and mechanism design. Rev. Econ. Stud. 53 (3), 447-456.

Green, J.R., Stokey, N.L., 2007. A two-person game of information transmission. J. Econ. Theory 135 (1), 90-104.

Hagenbach, ]., Koessler, F., Perez-Richet, E., 2014. Certifiable pre-play communication: full disclosure. Econometrica 82 (3), 1093-1131.


http://dx.doi.org/10.1016/j.geb.2015.02.006
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib616E646572736F6E323030346164766572746973696E67s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib62656E6F6974323031316170706172656E74s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib62657267656D616E6E32303037696E666F726D6174696F6Es1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib626C61636B77656C6C313935336571756976616C656E74s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib62726F63617332303037696E666C75656E6365s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib62756C6C3230303768617264s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6368656E3230313276616C7565s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib63726177666F726431393832737472617465676963s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib64656E65636B657265323030386D656368616E69736Ds1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib647572726574743139393670726F626162696C697479s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib666F726765733139393366697665s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib67656E747A6B6F7732303134636F73746C79s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib67696C6C3230303873657175656E7469616Cs1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib67696C6C323031326F7074696D616Cs1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib676C617A6572323030346F7074696D616Cs1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib676F73736E657232303030636F6D70617269736F6Es1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib677265656E313938367061727469616C6C79s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib677265656E3230303774776Fs1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib686167656E62616368323031346365727469666961626C65s1

226 A. Kolotilin / Games and Economic Behavior 90 (2015) 215-226

Hirshleifer, J., 1971. The private and social value of information and the reward. Amer. Econ. Rev. 61 (4), 561-574.

Ivanov, M., 2010. Informational control and organization design. J. Econ. Theory 145 (2), 721-751.

Kamenica, E., Gentzkow, M., 2011. Bayesian persuasion. Amer. Econ. Rev. 101 (6), 2590-2615.

Kartik, N., Tercieux, 0., 2012. Implementation with evidence. Theoretical Econ. 7 (2), 323-355.

Koessler, F., Perez-Richet, E., 2014. Evidence based mechanisms. Mimeo, Ecole Polytechnique.

Kolotilin, A., 2014. Optimal information disclosure: quantity vs. quality. Mimeo, UNSW.

Le Cam, L., 1964. Sufficiency and approximate sufficiency. Ann. Math. Stat. 35 (4), 1419-1455.

Lehmann, E.L., 1988. Comparing Location Experiments, vol. 16. Springer.

Lehrer, E., Rosenberg, D., Shmaya, E., 2010. Signaling and mediation in games with common interests. Games Econ. Behav. 68 (2), 670-682.

Lehrer, E., Rosenberg, D., Shmaya, E., 2013. Garbling of signals and outcome equivalence. Games Econ. Behav. 81, 179-191.

Lerner, ]., Tirole, J., 2006. A model of forum shopping. Amer. Econ. Rev. 96 (4), 1091-1113.

Lipsky, M.S., Sharp, LK., 2001. From idea to market: the drug approval process. J. Amer. Board Fam. Med. 14 (5), 362-367.

Maskin, E., Tirole, J., 1990. The principal-agent relationship with an informed principal: the case of private values. Econometrica 58 (2), 379-409.

Maskin, E., Tirole, J., 1992. The principal-agent relationship with an informed principal, II: common values. Econometrica 60 (1), 1-42.

Milgrom, P., 1981. Good news and bad news: representation theorems and applications. Bell J. Econ. 12 (2), 380-391.

Milgrom, P, Roberts, ]., 1986. Relying on the information of interested parties. RAND J. Econ. 1 (1), 18-32.

Miura, S., 2014. Certifiable dominance: unique equilibrium outcome in persuasion games with binary actions. Mimeo, Kanagawa University.

Myerson, R.B., 1983. Mechanism design by an informed principal. Econometrica 51 (6), 1767-1797.

Okuno-Fujiwara, M., Postlewaite, A., Suzumura, K., 1990. Strategic information revelation. Rev. Econ. Stud. 57 (1), 25-47.

Perez-Richet, E., 2014. Interim Bayesian persuasion: first steps. Amer. Econ. Rev. 104 (5), 469-474.

Perez-Richet, E., Prady, D., 2012. Complicating to persuade? Mimeo, Ecole Polytechnique.

Peski, M., 2008. Comparison of information structures in zero-sum games. Games Econ. Behav. 62 (2), 732-735.

Radner, R, Stiglitz, J.E., 1984. A nonconcavity in the value of information. In: Boyer, M., Kihlstrom, R. (Eds.), Bayesian Models in Economic Theory. North-
Holland, New York.

Rayo, L., Segal, 1., 2010. Optimal information disclosure. J. Polit. Economy 118 (5), 949-987.

Seidmann, DJ., Winter, E., 1997. Strategic information transmission with verifiable messages. Econometrica 65 (1), 163-169.

Shaked, M., Shanthikumar, J.G., 2007. Stochastic Orders. Springer, New York.

Spence, M., 1973. Job market signaling. Quart. J. Econ. 87 (3), 355-374.


http://refhub.elsevier.com/S0899-8256(15)00028-7/bib68697273686C65696665723139373170726976617465s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6976616E6F7632303130696E666F726D6174696F6E616Cs1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6B616D656E69636132303131626179657369616Es1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6B617274696B32303132696D706C656D656E746174696F6Es1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6C653139363473756666696369656E6379s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6C65686D616E6E31393838636F6D706172696E67s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6C6568726572323031307369676E616C696E67s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6C656872657232303133676172626C696E67s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6C65726E6572323030366D6F64656Cs1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6C6970736B793230303169646561s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6D61736B696E313939307072696E636970616Cs1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6D61736B696E313939327072696E636970616Cs1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6D696C67726F6D31393831676F6F64s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6D696C67726F6D3139383672656C79696E67s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6D796572736F6E313938336D656368616E69736Ds1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib6F6B756E6F31393930737472617465676963s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib706572657A32303133696E746572696Ds1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib706B65736B6932303038636F6D70617269736F6Es1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib7261646E6572313938346E6F6E636F6E636176697479s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib7261646E6572313938346E6F6E636F6E636176697479s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib7261796F323031306F7074696D616Cs1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib736569646D616E6E31393937737472617465676963s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib7368616B65643230303773746F63686173746963s1
http://refhub.elsevier.com/S0899-8256(15)00028-7/bib7370656E6365313937336A6F62s1

	Experimental design to persuade
	1 Introduction
	1.1 Related literature

	2 Model
	2.1 Setup
	2.2 Optimal mechanism

	3 Comparative statics analysis
	3.1 Comparative statics without public information
	3.2 Comparative statics with public information

	4 Conclusions
	Appendix A Stochastic orders
	Appendix B Proofs
	Appendix Supplementary material
	References


