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Basic insight of the theory

• The less information is transmitted when 
preferences of the sender and the reciever 
diverge. Moreover, the average payoffs for 
the senders, the recievers, and overall 
subject population are very close to those 
predicted by the most informative 
equilibrium.



Introduction to different experiments

• -Decision makers have to rely on others for 
information needed to make good decisions. 
 
- Laboratory Experiments: 
Crawford and sobel  
Costa-Gomes and Costa-Gomes and 
Crawford  
McKelvey and Palfrey 
Dickhaut



Theoretical model and predictions

•  The sender is informed about the state of 
the world: S = {1, 3, 5, 7, 9} 
The sender then chooses to send a message 
to the receiver: M = {1, 3, 5, 7, 9} 
After receiving a message from the sender, 
the receiver chooses an action:  
A = {1, 2, 3, 4, 5, 6, 7, 8, 9}



 
Formula:            uR =110−10·|s−a|k 

                            uS =110−10·|s+d−a|k 

Where uR and uS are the payoffs for the 
receiver and the sender, respectively, s is the 
true state of the world,a is the receiver’s 
action, d is the preference difference 
between the sender and the receiver, and k is 
a positive parameter.



Babbling equilibrium

•  The correlation is zero in the babbling 
equilibrium, and takes the maximum value 
of one if actions perfectly match the states 
of the world.



 Equilibria when preference difference 
varies

Proposition 1. For k 1, the most informative equilibria of the 
game (for different d’s) are: 
• (1)  the separating (completely informative) equilibrium if d 1, 

in which for every state of the world, the sender always tells 
the truth, and the receiver always chooses the action according 
to the(truthful) message; 

• (2)  the partial pooling equilibrium if 1 < d 1.5, in which the 
sender sends a same message for states 1 and 3, and another 
message for states 5, 7, and 9, and the receiver chooses 2 or 7; 

• (3)  the partial pooling equilibrium if 1.5 < d 2.5, in which the 
sender chooses m(s = 1) = 1 and pools for states 3, 5, 7, and 9, 
while the receiver chooses 1 if m = 1 and 6 otherwise; 

• (4)  the babbling equilibrium if d > 2.5, in which the sender 
pools for states 1, 3, 5, 7, and 9, and the receiver always 
chooses 5 no matter what message it receives.



Hypothesis

• Hypothesis 1. As the preferences of the 
sender and the receiver diverge, less 
information is transmitted by the sender 
and utilized by the receiver: the 
correlations between states and messages, 
between messages and actions, and 
between states and actions all decrease. 

• Hypothesis 2. As the preferences of the 
sender and the receiver diverge, both the 
sender’s and the receiver’s payoffs decrease



Experiment design

In each round, within each pair one player 
was randomly chosen to be the sender and 
the other to be the receiver. For each pair, 
the computer program generated a number 
uniformly from {1, 3, 5, 7, 9}, and revealed 
the number to the sender. After knowing this 
number, the sender chose a message to send 
to the receiver. 



Experimental results

• Result 1 : Hypothesis 1  

• Result 2 : Hypothesis 2 

• Result 3 : Overcommunication



Result 1

• Less information is transmitted by the sender and 
utilized by the receiver as preferences between the 
sender and receiver diverge. 

• Corr(S,M) , Corr(M,A) , Corr(S,A)



Result 1



Result 2

• Both the senders’ and receivers’ average payoffs 
decrease as the preference different increases. 

• The average payoffs for the senders, the receivers, 
and the subject population are very close to those 
predicted by the most informative equilibrium.



Result 2



Result 3

• Senders tend to communicate more information  

• Receivers tend to trust the senders more 



Result 3



Bounded rationality

• Explanation of result 3 

• Behavior type analysis



Behavior type analysis
• Sender : L0 , L1 , L2 

• Receiver : L0 , L1 , L2





Behavior type analysis 



Robustness analysis



Learning effect



Conclusion
• Experimental results strongly support the basic 

insight of the theory. 

• Subjects consistently overcommunicate  

• Results are robust to certain variations of payoff 
parameters and noisy signals, and robust to 
subject’s learning. 

• behavior type analysis


