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This monographic course covers recent developments in research on dispersed 
information is aggregated in markets and organizations. Special emphasis will be placed 
on the strategic incentives for information intermediaries, the development of prediction 
markets to improve corporate and public decision-making, and the rationale for 
government policies intended at mandating information disclosure and protecting 
consumers.  
 
Each topic will be illustrated through examples from different fields, including industrial 
organization, financial economics, public economics, the economics of contracts and 
incentives, law and economics, organization economics, and the emerging field of 
macroeconomics with dispersed information. This course is targeted not only to students 
who would like to pursue research on information issues in these fields of applied 
microeconomic theory, but also to students who are interested in doing empirical research 
in applied microeconomics.  
 
1. Information, Experimentation, and Social Learning 
 
Gollier, Christian (2004), The Economics of Risk and Time, Chapter 24: The Value of 
Information, MIT Press. 
 
Vives, Xavier (2008), Information and Learning in Markets, Princeton University Press. 
 
Athey, Susan and John Levin (2001), “The Value of Information in Monotone Decision 
Problems,” mimeo 
http://kuznets.harvard.edu/~athey/VOI.pdf 
 
Kenneth Hendricks and Dan Kovenock (1989), “Asymmetric Information, Information 
Externalities, and Efficiency: The Case of Oil Exploration,” RAND Journal of 
Economics, 20(2), 164–182. 
 
Banerjee, Abhijit V. (1992), “A Simple Model of Herd Behavior,” Quarterly Journal of 
Economics, 107(3), 797–817. 
 
Bikhchandani, Sushil, David Hirshleifer, and Ivo Welch (1992), “A Theory of Fads, 
Fashion, Custom, and Cultural Change as Informational Cascades,” Journal of Political 
Economy, 100(5), 992–1026. 
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Moscarini, Giuseppe, Marco Ottaviani and Lones Smith (1998), “Social Learning in a 
Changing World,” Economic Theory, 11(3), 657–665. 
 
Smith, Lones and Peter Sørensen (2000), “Pathological Outcomes of Observational 
Learning,” Econometrica, 68(2), 371–398. 
 
Smith, Lones and Peter N. Sørensen (2008), “Informational Herding and Optimal 
Experimentation,” mimeo. 
http://www.econ.ku.dk/sorensen/Papers/experi.pdf 
 
Cripps, Martin, Godfrey Keller and Sven Rady (2007), “Strategic Experimentation with 
Exponential Bandits,” Econometrica, 73, 39–68. 
 
Strulovici, Bruno (2008), “Learning While Voting: Determinants of Collective 
Experimentation,” mimeo 
http://faculty.wcas.northwestern.edu/~bhs675/VotEx%2008Jul04.pdf 
 
Marco Ottaviani and Abraham Wickelgren (2009), “Approval Regulation and Learning, 
with Application to Timing of Merger Control,” mimeo 
http://www.kellogg.northwestern.edu/Faculty/ottaviani/homepage/Papers/PTU.pdf 
 
2. Information and Strategic Communication  
 
Crawford, Vincent and Joel Sobel (1982), “Strategic Information Transmission,” 
Econometrica, 50(6), 1431–1452.  
 
Sobel, Joel (1985), “A Theory of Credibility,” Review of Economic Studies, 52(4),  
557–573. 
 
Morris, Stephen (2001), “Political Correctness,” Journal of Political Economy, 109 (2), 
231–265. 
 
Krishna, Vijay and John Morgan (2001), “A Model of Expertise” Quarterly Journal of 
Economics, 116, 747–775. 
 
Battaglini, Marco (2002), “Multiple Referrals and Multidimensional Cheap Talk,” 
Econometrica , 70(4), 1379–1401.  
 
Morgan, John and Phillip Stocken (2003), “An Analysis of Stock Recommendations,” 
RAND Journal of Economics, 34(1), 183–203. 
 
Ottaviani, Marco and Peter N. Sørensen (2006), “Professional Advice,” Journal of 
Economic Theory, 126(1), 120–142. 
 
Ottaviani, Marco and Peter N. Sørensen (2006), “Reputational Cheap Talk,” Rand 
Journal of Economics, 50, 1431–1451. 
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Ottaviani, Marco and Peter N. Sørensen (2006), “The Strategy of Professional 
Forecasting,” Journal of Financial Economics, 81(2), 441–466.  
 
Li, Wei (2007), “Changing One’s Mind when the Facts Change: Incentives of Experts 
and the Design of Reporting Protocols,” Review of Economic Studies, 74, 1175–1194. 
  
Kartik, Navin, Marco Ottaviani and Francesco Squintani (2007), “Credulity, Lies, and 
Costly Talk,” Journal of Economic Theory, 134(1), 93–116. 
 
3. Information in Elections, Committees, and Pools 
 
Dekel, Eddie and Michele Piccione (2000), “Sequential Voting Procedures in Symmetric 
Binary Elections,” Journal of Political Economy, 108 (1), 34–55. 
 
Kartik, Navin and Nageeb Ali (2008), “Social Learning in Elections,” mimeo 
http://www.columbia.edu/~nk2339/Papers/seq_voting.pdf 
 
Ottaviani, Marco and Peter N. Sørensen (2001), “Information Aggregation in Debate: 
Who Should Speak First?” Journal of Public Economics, 81(3), 393–421. 
 
Li, Hao, Sherwin Rosen, and Wing Suen (2001), “Conflicts and Common Interests in 
Committees,” American Economic Review, 91 (5), 1478–1497. 
 
Levy, Gilat (2007), “Decision Making in Committees: Transparency, Reputation, and 
Voting Rules,” American Economic Review, 97(1), 150–168. 
 
Visser, Bauke and Otto H. Swank (2007), On Committees of Experts, Quarterly Journal 
of Economics, 122(1), 337–372. 
 
Morgan, John and Phillip C. Stocken (2008), “Information Aggregation in Polls,” 
American Economic Review, 98(3), 864–896.  
 
4. Information and Incentives  
 
Holmström, Bengt (1979), “Moral Hazard and Observability,” Bell Journal of 
Economics, 10(1), 74–91. 
 
Holmström, Bengt, and Paul Milgrom (1991), “Multitask Principal-Agent Analyses: 
Incentive Contracts, Asset Ownership, and Job Design,” Journal of Law, Economics, and 
Organization, 7, 24–52. 
 
Dranove, David, Daniel Kessler, Mark McClellan, and Mark Satterthwaite (2003), “Is 
More Information Better? The Effects of Report Cards on Cardiovascular Providers and 
Consumers,” Journal of Political Economy, 111(3), 555–588. 
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Taylor, Curtis and Huseyin Yildirim (2008), “Subjective Performance and the Value of 
Blind Evaluation,” mimeo. 
http://www.econ.duke.edu/~yildirh/Evaluate.pdf 
 
Holmström, Bengt (1999), “Managerial Incentive Problems: A Dynamic Perspective,” 
Review of Economic Studies, 66(1), 169–182. 
 
Prat, Andrea (2005), “The Wrong Kind of Transparency,” American Economic Review, 
95(3), 862–877. 
 
Maier, Norbert, and Marco Ottaviani (2009), “Information Sharing in Common Agency,” 
Journal of the European Economic Association, 7(1), 162–187.  
 
5. Information and Authority in Organizations  
 
Holmström, Bengt (1977), “On Incentives and Control in Organizations,” Doctoral 
Dissertation 
http://econ-www.mit.edu/files/3856 
 
Ottaviani, Marco (2000), “The Economics of Advice,” mimeo. 
http://faculty.london.edu/mottaviani/EOA.pdf 
 
Dessein, Wouter (2002), “Authority and Communication in Organizations,” Review of 
Economic Studies, 69, 811–838. 
 
Szalay, Dezso (2005), “The Economics of Extreme Options and Clear Advice, Review of 
Economic Studies, 72, 1173–1198. 
 
Alonso, Ricardo and Niko Matouschek (2008), “Optimal Delegation,” Review of 
Economic Studies, 75(1), 259–293. 
 
Alonso, Ricardo, Wouter Dessein and Niko Matouschek (2008), “When Does 
Coordination Require Centralization?” American Economic Review, 98 (1), 145–179. 
 
Hart, Oliver, and Bengt Holmström (2008), “A Theory of Firm Scope” mimeo 
http://econ-www.mit.edu/files/3776 
 
6. Information and Pricing 
 
Milgrom, Paul and John Roberts (1986), “Price and Advertising Signals of Product 
Quality,” Journal of Political Economy, 94(4), 796–821. 
 
Bergemann, Dirk and Juuso Valimaki (2006), “Information in Mechanism Design,” in: 
Richard Blundell, Whitney Newey, and Torsten Persson (eds.), Proceedings of the 9th 
World Congress of the Econometric Society, Cambridge University Press, Chapter 5, 
186–221. 
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http://cowles.econ.yale.edu/P/cd/d15a/d1532-r.pdf 
 
Ottaviani, Marco and Andrea Prat (2001), “The Value of Private Information in 
Monopoly,” Econometrica, 69(6), 1673–1683. 
 
Johnson, Justin P. and David P Myatt (2006), “On the Simple Economics of Advertising, 
Marketing, and Product Design”, American Economic Review, 96(3), 756–784. 
 
Ganuza Juan-Jose and Jose S. Penalva (forthcoming), “Signal Orderings Based on 
Dispersion and the Supply of Private Information in Auctions,” Econometrica. 
http://www.econ.upf.edu/docs/papers/downloads/937.pdf 
 
Inderst, Roman and Marco Ottaviani (2009), “Misselling through Agents,” American 
Economic Review. 
 
Inderst, Roman and Marco Ottaviani (2009), “Intermediary Commissions and 
Kickbacks,” mimeo. 
http://www.kellogg.northwestern.edu/Faculty/ottaviani/homepage/ 
 
Inderst, Roman and Marco Ottaviani (2009), “Sales Talk, Return Policies, and the Role 
of Consumer Protection,” mimeo. 
http://www.kellogg.northwestern.edu/Faculty/ottaviani/homepage/ 
 
7. Information and Price Dynamics  
 
Glosten, Lawrence R. and Paul R. Milgrom (1985), “Bid, Ask, and Transaction Prices in 
a Specialist Market with Heterogeneously Informed Agents,” Journal of Financial 
Economics 14: 71–100, 1985. 
 
Kyle, Albert S. (1985), “Continuous Auctions and Insider Trading,” Econometrica 53, 
1315–1335. 
 
Bergemann, Dirk and Juuso Välimäki (1996), “Learning and Strategic Pricing,” 
Econometrica, 64, 1125–115. 
 
Bose, Subir, Gerard Orosel, Marco Ottaviani, and Lise Vesterlund (2006), “Dynamic 
Monopoly Pricing and Herding,” RAND Journal of Economics, 37(4), 912–930.  
http://www.kellogg.northwestern.edu/Faculty/ottaviani/homepage/Papers/Dynamic%20m
onopoly%20pricing%20and%20herding.pdf 
 
8. Information and Disclosure  
 
Grossman, Sanford (1981), “The Informational Role of Warranties and Private 
Disclosure about Product Quality,” Journal of Law and Economics, 461–483. 
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Milgrom, Paul (1980), “Good News and Bad News: Representation Theorems and 
Applications,” Bell Journal of Economics, 12, 380–391. 
 
Matthews, Steven A., and Andrew Postlewaite (1985), “The Economics of Quality 
Testing and Disclosure,” RAND Journal of Economics, 16(3), 328–340. 
 
Okuno-Fujiwara, Masahiro, Andrew  Postlewaite, and Kotaro Suzumura (1990), 
“Strategic Information Revelation,” Review of Economic Studies, 57, 25–48. 
 
Fishman, Michael J. and Kathleen M. Hagerty (1990), “The Optimal Amount of 
Discretion to Allow in Disclosure,” Quarterly Journal of Economics, 105(2), 427–444. 
 
Shavell, Steven (1994), “Acquisition and Disclosure of Information Prior to Sale,” RAND 
Journal of Economics, 25(1), 20–36. 
 
Lipman, Bart and Duane. Seppi (1995), “Robust Inference in Communication Games 
with Partial Provability,” Journal of Economic Theory, 66, 370–405. 
 
Dziuda, Wioletta (2008), “Strategic Argumentation,” mimeo. 
http://www.kellogg.northwestern.edu/faculty/dziuda/personal/pdf/Strategic%20Argument
ation.pdf 
 
Henry, Emeric (forthcoming), “Strategic Disclosure of Research Results: The Cost of 
Proving Your Honesty,” Economic Journal. 
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=922319 
 
9. Information Aggregation in Auctions and Financial Markets 
 
Grossman, Sanford J. (1976), “On the Efficiency of Competitive Stock Markets Where 
Traders Have Diverse Information,” Journal of Finance, 31(2), 573–585. 
 
Milgrom, Paul R. (1981), “Rational Expectations, Information Acquisition, and 
Competitive Bidding,” Econometrica, 49, 921–943. 
 
Milgrom, Paul and Robert Weber (1982), “A Theory of Auctions and Competitive 
Bidding.” Econometrica, 50(5), 1089–1122. 
 
Swinkels, Jereon and Wolfgang Pesendorfer (1997), “The Loser’s Curse and Information 
Aggregation in Common Value Auctions,” Econometrica, 65, 1247–1282 
 
Reny, Philip J., and Motty Perry (2006), “Toward a Strategic Foundation for Rational 
Expectations Equilibrium,” Econometrica, 74(5), 1231–1269. 
 
Persico, Nicola (2000), “Information Acquisition in Auctions,” Econometrica, 68(1), 
135–148. 
 



7 
 

10. Information in Betting Markets 
 
Borel, Emile (1938), “Sur le Pari-mutuel,” Comptes Rendus Hebdomadaires des Séances 
de l’Académie des Sciences, 207(3), 197–200. 
http://www.kellogg.northwestern.edu/Faculty/ottaviani/homepage/Papers/Borel.pdf 
 
Ottaviani, Marco and Peter N. Sørensen (2008), “The Favorite-Longshot Bias: An 
Overview of the Main Explanations,” Chapter 5 in Handbooks in Finance: Handbook of 
Sports and Lottery Markets, edited by Donald B. Hausch and William T. Ziemba, North 
Holland, 2008, 83–101. 
http://www.kellogg.northwestern.edu/Faculty/ottaviani/homepage/Papers/The%20Favorit
e%20Longshot%20Bias%20An.pdf 
 
Ottaviani, Marco and Peter N. Sørensen (forthcoming), “Noise, Information, and the 
Favorite-Longshot Bias in Parimutuel Predictions,” American Economic Journal: 
Microeconomics  
http://www.kellogg.northwestern.edu/Faculty/ottaviani/homepage 
 
Ottaviani, Marco and Peter N. Sørensen (forthcoming), “Surprised by the Parimutuel 
Odds?” American Economic Review. 
http://www.kellogg.northwestern.edu/Faculty/ottaviani/homepage 
 
11. Information in Prediction Markets 
 
Kenneth J. Arrow, Robert Forsythe, Michael Gorham, Robert Hahn, Robin Hanson, John 
O. Ledyard, Saul Levmore, Robert Litan, Paul Milgrom, Forrest D. Nelson, George R. 
Neumann, Marco Ottaviani, Thomas C. Schelling, Robert J. Shiller, Vernon L. Smith, 
Erik Snowberg, Cass R. Sunstein, Paul C. Tetlock, Philip E. Tetlock, Hal R. Varian, 
Justin Wolfers, and Eric Zitzewitz (2008), “The Promise of Prediction Markets,” Science,  
320(5878), 877–878. 
http://www.sciencemag.org/cgi/content/summary/320/5878/877 
 
Wolfers, Justin and Eric Zitzewitz (2005), “Interpreting Prediction Market Prices as 
Probabilities,” Wharton and Stanford GSB mimeo. 
http://faculty-gsb.stanford.edu/zitzewitz/Research/interpreting.pdf 
 
Ottaviani, Marco and Peter N. Sørensen (2007), “Outcome Manipulation in Corporate 
Prediction Markets, with Peter Norman Sørensen, Journal of the European Economic 
Association, Papers and Proceedings, 5(2–3), 554–563. 
 
Ottaviani, Marco and Peter N. Sørensen (2006), “Aggregation of Information and Beliefs 
in Prediction Markets: Lessons for Asset Pricing,” mimeo. 
http://faculty.london.edu/mottaviani/AIBIPM.pdf 
 


