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Two-dimensional conflicts of interest and information transmission in cheap talk
models with outside options
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We have added an element to the Crawford and Sobel (1982) (CS) model of
cheap talk. Unlike in CS, an uninformed decision maker may respond to a message of an informed
sender by selecting an outside option of no action, yielding state-independent reservation utilities

to the players. We have shown that the outside option makes the bias two-dimensional. As a result,
contrary to CS, the informativeness of communication is not always decreasing with the level of bias
over actions. With a smaller bias, the expert may have a larger incentive to hide information and
avoid the outside option. If we consider discrete actions and states, the outside option causes
pandering incentives that the expert recommends the decision maker’ s ex-ante preferred action to
avoid no action. We have extended these models to argue issues such as expert selection and
delegation. Besides, we have studied two-sided communications, group decision making, organizational
languages, and marketing communications.
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