
Strategi ommuniation: a freelane journalist-editorgame∗Asensión Andina-Díaz †July 25, 2008AbstratWemodel strategi ommuniation as a two-period game between an advi-sor and a deision maker, in whih the advisor has private information abouta poliy-relevant state of the world but does not know the motives of thedeision maker. If the advisor has the desire to please the deision maker andthere is a positive probability that the deision maker values information, weidentify di�erent modes of ommuniation that lead to information dislosure.We disuss our results in the ontext of a freelane journalist-editor game.Among the results is that if the journalist su�iently values seond periodpayo�, no information is transmitted in period one and the only equilibria im-plies information manipulation. Additionally, we show that the quality of theommuniation proess does not depend on who manipulates the informationalthough welfare does.Keywords: Strategi Communiation; Deision Making Proess; ApprovementJEL: C72; D72; D831 IntrodutionCommuniation is a very omplex ativity whih is a�eted by numerous variables.One of them being the desire of the sender to please the reeiver with her behavior.There are may examples where this searh of esteem is present: a worker whowishes to be hired by an employer, a hild who wants the approvement of herparents, a referee who wishes her report to be useful to the editor, et. In all theseases, it is not surprising that the sender biases her information in the diretion thatis preferred by the reeiver. The point is what to say when, at the ommuniationstage, the sender is not sure about the motives of the reeiver. This unertaintyabout whih information the reeiver likes may a�et whih and when informationis transmitted.
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To larify this point, onsider a game between a freelane journalist and an ed-itor. Freelane journalist are independent ontrators that may be hired by mediaoutlets to inform about spei� events.1 Suppose that the journalist has relevantinformation about some event and that the editor is interested in that informa-tion. In this ase, information transmission may not ourred in equilibrium even ifboth, the journalist and the editor, prefer to reveal the information, if the journal-ist is not sure about the motives of the editor and wants to please the editor withher report. In partiular, if the freelane worker onsiders that there is a positiveprobability that the editor likes biased reports, manipulation of information mayour in equilibrium. Additionally, if we further onsider that the journalist andthe editor meet more than one, the problem of information manipulation attahesa speial relevane: The freelane worker may �nd it pro�table to manipulate herreport in the �rst meeting so as to learn the motives of the editor and behaveoptimally afterwards.This paper presents a model of strategi ommuniation that aptures thespei�s of this situation. It identi�es di�erent modes of ommuniation that leadto information dislosure and analyze its welfare impliations.The model has the following struture. A deision maker (editor) asks anadvisor (freelane journalist) to help him hoose between two alternatives. Thegame onsists of two periods and the same freelane journalist is onsulted inboth periods. The journalist has private information about a poliy-relevant stateof the world. For example, whether interest rates will go down in near future,whih politial party will better deal with the eonomi situation, et. On theontrary, the editor has private information about his own motives: whether heprefers to publish valuable -truthful- information to the itizens, or he has stateindependent preferenes and always wants to stand on a partiular position. Atthe beginning of eah period, the journalist writes a report (advise) saying whihstate prevails. Upon reeiving the report, the editor takes an ation: he hooseswhether to publish the report (or, equivalently, to support the inherent poliy inthe newspaper/editorial), or to publish another report saying that the prevailingstate of the nature is a di�erent one (then presribing in a di�erent diretion).The editor is thus free to stand on any poliy. We onsider, however, that theeditor meets a ertain ost if he disregards the report of the journalist and doesnot stand on that position. This ost is meant to represent the losses of a delayin publiation, the time that the editor devotes to ask for a seond report or torewrite it, et. The editor an be either of two types: honest, who prefers topublish relevant -truthful- information; and biased, who always wants to publishthe very same information, independently of the state of the nature. The freelanejournalist wants her report to appear in the newspaper (or, equivalently, wants1This type of temporary work arrangement has greatly inreased in importane in the mediaindustry over the last two deades. Saundy et al. (2007) observe that : "The UK audio-visualindustry has entirely transformed over the last 20 years, from a market haraterized by stable-regulated employment into one in whih around half of the available labor pool is made up offreelane workers". 2



the media outlet to stand on her advise). This assumption represents the ideathat the journalist wishes to be well pereived by the editor (possibly beause herremuneration depends on some subjetive performane evaluation), and that thenewspaper publishes her report is a signal of it. We assume, however, that thefreelane worker inurs in a ost for lying, meaning that the journalist is honest innature and, eteris paribus, values revealing her information. Both, the journalist'sreport and the editor's ation, diretly a�et the advisor and the deision maker'spayo�s. We analyze the two-period version of this game. We study the inentivesof the journalist to report truthfully, as well as her inentives to fool the editorin period one so as to �nd out his motives and behave optimally in period two.We also analyze under whih onditions the editor �nds it pro�table to reveal hispreferenes at period one so as to guarantee his maximal payo� in period two.As the paper fouses on the problem of eliiting information, we restrit ourattention to a subset of equilibria where information is transmitted in period two.Our results for the �rst period show that full information transmission is possiblein equilibrium and that it is more likely to our the higher the prior probabilitythat the editor is honest, the higher the ethi of the journalist and/or the higher thejournalist's weight of period one relative to her weight of period two. Interestingly,if the seond period is su�iently important to the journalist, no information istransmitted in equilibrium in period one. This opens the possibility that playersmanipulate information in period one so as to learn how to behave to maximizetheir seond period payo�. We then fous on these situations in whih one of theplayers strategially use information to her own purposes in period one. We obtainthat an unmasking equilibrium (in whih the freelane journalist triks the editorso as to learn his motives) exists and that it is more likely to hold the higherthe ost of a delay in publiation and the higher the players' weights of periodtwo relative to their weights of period one. Interestingly, we also obtain that thejournalist �nds it more pro�table to manipulate information and fool the editor,the higher her belief that the editor is honest! Finally, we obtain that a revealingequilibrium (in whih the editor announes his motives) exists and is more likelyto our the higher the ethi of the journalist, the higher the editor's weight ofperiod two relative to his weight of period one, and the smaller the ost of a delayin publiation.We then analyze the quality of the ommuniation proess and the welfare im-pliations of these three modes of ommuniation. We obtain that if we onsidereditizens that value relevant information, they would be indi�erent between thetwo types of information manipulation, as both yield the same probability thatwrong information is published. However, from the point of view of the mediasetor (journalist and editor), the revealing senario is generally preferred to theunmasking senario. Last, we obtain that although the informative senario is thebest from the itizens' point of view; it is not neessarily the ase from the mediasetor's point of view. In partiular, it is so when seond period payo�s are suf-�iently high, in whih ase information manipulation may dominate informationtransmission. 3



Formally, our paper builds on the literature on strategi information transmis-sion between two parties in a deision making proess. We onsider a signalinggame, whih links our paper to the literature on signaling (Spene (1973) andCho and Kreps (1987)). However, we assume that the agent whose motives areunknown is the seond mover, whih introdues a slightly di�erene to the las-sial signaling games. Additionally, in the present paper messages diretly a�etpayo�s, whih distinguishes the model from the heap talk games, pioneered byCrawford and Sobel (1982). Most similar to our paper is the literature on on-formity. In partiular, the exogenous desire of the the advisor to onform to theopinion of the deision maker, links our paper to this literature, and more spei�-ally to Prendergast (1993) and Bernheim (1994). Prendergast (1993) studies howto provide a subordinate with the inentives to ollet ostly information, andshows that in the absene of reliable measures of performanes, an endogenousinentive arises for the worker to onform to the opinion of the superior. Bernheim(1994) onsiders agents that are about soial status to build a theory of soialonformity, and shows that when status is su�iently important, agents onform toan homogeneous standard of behavior. The spirit of our paper is, however, di�er-ent to Prendergast and Bernheim's, as we onsider a deision making proess andintend to analyze di�erent modes of ommuniation that may lead to informationtransmission, as well as their welfare impliations.Topially, our paper ontributes to the blooming literature on the mass me-dia and the ontent of news. Reent ontributions to this literature identi�esa number of variables that a�et the ontent of information. Using a demand-side argument, Mullainathan and Shleifer (2005) study how the preferenes of theviewers a�et the auray of news. More numerous are the papers that onsidera supply-side argument. Among them, Gentzkow and Shapiro (2006), Stromberg(2004), ? Anderson and MLaren (2005), Balan et al. (2005) or Gabszewiz et al.(2001), who point to di�erent fators that a�et the information transmitted, suhas reputation, tehnology, degree of ompetition, ownership struture or revenues.None of these papers, however, onsider in detail the transmission of informationbetween the soure of the news and its outlet, and how unertainty may a�etthis transmission. Only Baron (2006) expliitly model the relationship between ajournalist and an editor. His fous and ours is, however, totally di�erent: while hebuilds a model of media bias and shows that this bias may persist even in the pres-ene of media ompetition; media bias, or equivalently, information manipulationis, in our model, just another mode of ommuniation that may drive to informa-tion dislosure in the future. Another two important di�erenes between his paperand ours are the following. First, he onsiders a one shot game and so, there areno learning opportunities in his model. Seond, in his model media outlets toleratebias beause it allows them to hire journalists at a lower wage; while in the presentpaper, information manipulation is meant to unover the unertainty surroundingthe preferenes of the deision maker, an ingredient that is not in Baron (2006)'s.The rest of the paper is organized as follows. In Setion 2 we present the model.In Setion 3 we fous on three modes of ommuniation and analyze the onditions4



under whih suh ommuniation strutures our in equilibrium. In Setion 4 weanalyze the welfare of the agents involved in the prodution of news and then studythe quality of the ommuniation proess, or equivalently, the welfare of the newsonsumers. Finally, Setion 6 onludes.2 The modelConsider a game between a freelane journalist (advisor) J and an editor (deisionmaker) E, in whih the journalist has private information about a poliy-relevantstate of the world but laks information about the motives of the editor. Thegame onsists of two periods, and the same freelane journalist is onsulted inboth periods. In eah period t ∈ {1, 2}, the state of the world is wt ∈ {0, 1}, andthe prior probability on the true state being 0 is θ ∈ (0, 1). The states w1 and w2are drawn independently.At the beginning of eah period, the journalist observes the true state of theworld with ertainty. Upon observing the state, she hooses a message (writes areport) mt ∈ {0, 1} to send to the editor. The editor reeives the message andtakes an ation at ∈ {0, 1}. The editor is free to stand on any position: he anpublish the report of the journalist or disregard it and publish a report that standson the other position. We assume, however, that the editor meets a positive ost
c if his ation does not orrespond to the advise of the journalist. We onsiderthat the editor an be either of two types: honest or biased, and that this isprivate information of the editor. With probability β ∈ (0, 1), the editor is honestand wants to publish relevant -truthful- information; with probability 1− β, he isbiased and always wants to publish the very same information, independently ofthe state of the world. Without loss of generality, we assume that the biased editorpreferred state is 0. The freelane journalist wants her report to be published by theeditor. This assumption represents the idea that the freelane journalist reeivesa monetary transfer when her reports are published or that she values status orpopularity and so wants to be well pereived by the editor. Hene, there is inthe model an exogenous inentive to the journalist to �nd out the editor's motivesand to onform to them. We nevertheless onsider that the journalist enountersdisutility d for lying and so that, eteris paribus, she prefers to be truthful.After the editor takes his hoie, the �rst-period payo�s are realized. Then, anew state w2 is drawn, with the journalist observing it and sending a new message
m2, and the editor hoosing the report a2 to publish.The payo� funtion of the freelane journalist in this two-period game is givenby
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report and it gets (does not get) published. When these two events annot ourat the same time, d < 1 implies that the freelane journalist prefers being approvedto being truthful.2The total utility of the honest editor is given by
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1 > 0 and λE
2 > 0 are the editor's weigh of period one and two, respetively,and c ∈ (0, 1). This payo� funtion says that the honest editor wants to synhronizethe position adopted with the state of the world, and that he pays ost c when hedoes not use the report of the journalist and hooses to stand on the other diretioninstead. Hene, he obtains maximal utility (disutility) when the journalist sendsthe right report and he publishes (does not publish) it. When the two eventsannot our at the same time, c < 1 implies that the honest editor prefers toorretly math the position adopted with the state of the world, even thought itimplies a delay in publiation.3Finally, we assume that the total utility of the biased editor is
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]whih reads that the biased editor gains from reporting in favor of (his preferred)state 0, and that he pays ost c when he does not publish the journalist's reportand stands on the other position instead.3 Equilibrium analysisIn this setion we analyze the onditions under whih there is an equilibrium inperiod two in whih the journalist truthfully reveals her information as long as shedoes not learn that the editor is biased, in whih ase she onforms to the motivesof the latter and reports 0. Assuming that information is transmitted in the seondperiod of the game whenever part of an equilibrium strategy, we then analyze threehighly intuitive modes of ommuniation that may take plae in period one whenthe journalist wants to please the editor and the latter bene�ts from the onformityof the journalist. We obtain that, despite the desire of the journalist to onformto the editor's motives, there is an equilibrium in whih the journalist fully revealsher information in period one. Additionally, and preisely beause of this interestof the journalist to please the superior, we observe that if players su�iently valueseond period payo�s, there is an equilibrium in whih the journalist manipulatesher information in period one so as to learn the motives of the editor. Last, andbeause the editor also bene�ts from the onformity of the journalist, we show that2If we were to assume d > 1, in equilibrium, we would obtain full dislosure of state-relevantinformation. See footnote 4 for an extended disussion on this matter.3If we were to assume c > 1, in equilibrium, we would obtain that the editor (either honestor biased) would always follow the presription of the journalist. See footnote 4.6



if the editor is patiently enough, there is an equilibrium in whih it is the editorwho sari�es his �rst period payo� so as to reveal his intentions.We solve the two-period game by bakward indution. Our equilibrium oneptis the perfet Bayesian equilibrium. We fous on pure strategy equilibria.Seond period of the gameThe journalist enters the seond period of the game with an updated belief of thetype of the editor. Given the editor's behavior in the �rst period, we have threeases: (i) the journalist learns that she is playing with a biased editor; (ii) thejournalist learns that she is playing with an honest editor; and (iii) the journalistdoes not learn the type of the editor. We onsider eah of the ases separately andanalyze, for eah of them, the equilibria of the seond period of the game.(i) The journalist learns that she is playing with a biased editor. In other words,the posterior belief that the editor is honest is zero. In this ase, the journalistknows that the (biased) editor will always publish a2 = 0. To see it, note thatfor all m2 ∈ {0, 1} and c ∈ (0, 1), the biased editor's utility if he hooses 0 is
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]. The journalist antiipates the editor's behavior and, giventhat she prefers being approved to being truthful, sends message m2 = 0, indepen-dently of the state of the world. Hene, if the journalist knows that she is playingwith a biased editor, in the unique equilibrium of the seond period of the game,
∀w2 ∈ {0, 1}, m∗

2 = 0 and, ∀m2 ∈ {0, 1}, a∗2 = 0.4(ii) The journalist learns that she is playing with an honest editor. It meansthat the posterior belief that the editor is honest is one. In this ase, there alwaysexists an equilibrium in whih the journalist truthfully reveals the state of theworld. To see it, onsider that, ∀w2 ∈ {0, 1}, the journalist's strategy is m2 = w2.By Bayes' rule, the editor assigns probability one to the true state being 0 (1)when he observes message 0 (1). This implies that, ∀m2 ∈ {0, 1}, the (honest)4In the paper we assume that: (i) the journalist prefers being approved to being truthful(d ∈ (0, 1)) and (ii), the editor prefers to math the position adopted with his motives to save theost of a delay in publiation (c ∈ (0, 1)). To see that this is the most interesting senario for ourresults, let us fous on the seond period of the game and onsider d > 1. Suppose the extremease in whih the journalist knows that she is playing with a biased editor who will always publish
0. Note that this is the senario where the journalist has the strongest inentives to manipulateher information. The reader an easily see that, even in the most pro-manipulation senario, thejournalist prefers to reveal her information (whih implies a payo� of −λJ

2 [m2]), to onform to theeditor's motives (whih implies a payo� of −λJ

2 [dw2]). As a result, if d > 1, the journalist never�nds it pro�table to manipulate her information and, in equilibrium, we observe full dislosureof state-relevant information. Now onsider c > 1. Let us fous on the seond period of the gameand on the behavior of the biased editor. In this ase, we observe that the biased type prefers tofollow the presription of the journalist and avoid a delay in publiation (whih implies a payo�of −λE

2 [a2]), to stand on his preferred poliy (whih implies a payo� of −λE

2 [cm2]). In words, thebiased editor does no longer behave as biased. This results in a less interesting senario in whihthe editor basially mimis the behavior of the journalist.7



editor's best response is a2 = m2, whih gives him utility 0; whereas his utility ifhe hooses a2 6= m2 is −λE
2 [1 + c]. The journalist antiipates that the editor willalways publish her advise and so, �nds it optimal to reveal the true state of theworld, whih gives her utility 0. Hene, if the journalist knows that she is playingwith an honest editor, there is an equilibrium in the seond period of the game inwhih, ∀w2 ∈ {0, 1}, m∗

2 = w2 and, ∀m2 ∈ {0, 1}, a∗2 = m2.(iii) The journalist does not learn the type of the editor. In this ase, there isan equilibrium in whih the journalist truthfully reveals the state of the world, thebiased editor always publishes 0 and the honest editor publishes the journalist'spresription. For this strategy pro�le to onstitute an equilibrium, β̂ ≥ 1− d musthold, where β̂ is the posterior belief that the editor is honest. To show it, notethat the biased editor always �nds it optimal to publish 0, and that the honesteditor, in an informative set-up, maximizes his payo� when he follows the jour-nalist's advise. Given this, when the state is 0, the journalist �nds it optimal toreport 0. In ontrast, when the state is 1, the journalist's payo� if she reportstruthfully is −λJ
2 (1 − β̂), as with probability (1 − β̂) she meets a biased editorwho does not publish her advise; whereas her payo� if she sends 0 is −λJ

2 d, as herreport will always be published but she inurs in ost d for lying. Hene, β̂ ≥ 1−dguarantees that ∀w2 ∈ {0, 1}, m2 = w2. If the journalist does not learn the typeof the editor, there is therefore an equilibrium in the seond period of the gamein whih ∀w2 ∈ {0, 1}, m∗
2 = w2 and, ∀m2 ∈ {0, 1}, a∗2 = m2 for the honest editorand a∗2 = 0 for the biased editor; if and only if β̂ ≥ 1 − d.In the analysis that follows, we assume that the journalist reveals her informa-tion in the seond period of the game when it is part of an equilibrium strategy.In other words, we onsider that the journalist reveals the true state of the worldwhen either she learns that the editor is honest or she does not learn the type ofthe editor (this requires that ondition β̂ ≥ 1 − d holds in this ase); and sends 0,independently of the state, when she learns that the editor is biased. We all thiskind of equilibrium a partially informative equilibrium.First period of the gameConsider that the partially informative equilibrium is played in the seond periodof the game. We now fous on three highly intuitive modes of ommuniation thatmay take plae in period one when the journalist is not sure about the motivesof the editor and wants to please the latter with her behavior. These modes ofommuniation are the following. First, the journalist reveals all her information(informative senario). Seond, the journalist manipulates her information so asto unover the intentions of the editor and learn what to report in period two(unmasking senario). Third, the editor reveals his motives in period one so as toguarantee the desired report in the seond period of the game (revealing senario).Note that in both, the unmasking and the revealing senario, there is one playerthat sari�es her �rst period payo� for inreasing future rents; whereas in the8



informative equilibrium there is no suh loss.Informative senarioHere we show that there is an equilibrium in the �rst period of the game wherethe journalist reveals the true state of the world, the honest editor publishes thejournalist's report and the biased editor publishes 0, independently of the advie.We all this kind of equilibrium an informative equilibrium.Let us onsider that suh an equilibrium exists. In this equilibrium, the jour-nalist perfetly learns the type of the editor when she sends 1 in the �rst stage.In partiular, for m1 = 1, the posterior belief that the journalist has on the editorbeing honest is 0 when the editor hooses a1 = 0, and it is 1 when he hooses
a1 = 1. In ontrast, the journalist does not learn the type of the editor when shesends m1 = 0 in the �rst stage. In this ase, the posterior belief that the journalisthas on the editor being honest is the prior probability β when the editor publishes
0 (hene β̂ = β in this ase, with β ≥ 1 − d, as we onsider that a partially in-formative equilibrium is played in period two), and it is y when he deviates andpublishes 1 (hene β̂ = y in this ase, with y ∈ [1 − d, 1]).5With these posteriors at hand, we now analyze under whih onditions theabove spei�ation onstitutes an equilibrium. Let us therefore suppose that thejournalist reports truthfully in the �rst period of the game. Bayes' rule determinesthe posterior beliefs on the state of the world. We start analyzing the behavior ofthe editor.Consider the ase of the biased editor and let us suppose that the journalistsends m1 = 0. Remember that in this ase the journalist does not learn the typeof the editor; then she plays a separating strategy in the seond period. Thisdetermines a payo� of −λE

2 (1 − θ)c to the editor in period two, independently ofhis ation in period one.6 Hene, the biased editor's best response to a journalistsending m1 = 0 is a1 = 0, whih guarantees him a payo� of 0 in the �rst period(ation 1 implies a �rst period payo� of −λE
1 (1 + c)). Let us now suppose thatthe journalist sends m1 = 1 in period one. In this ase, the editor has the abilityto signal his type to the journalist, whih gives him the possibility to obtain hishighest payo� in period two. Hene, the biased editor hooses a1 = 0, whihimplies a total payo� of −λE

1 c, as ompared to a1 = 1 that implies a �rst periodpayo� of −λE
1 . Then, for all m1 ∈ {0, 1}, a∗1 = 0 for the biased editor.Consider now the ase of the honest editor. Note that, for all m1 ∈ {0, 1},if the editor hooses a1 = m1, the journalist then plays a separating strategy inperiod two, whih guarantees the former a total payo� of 0. In ontrast, if theeditor does a1 6= m1, he obtains a payo� of −λE

1 (1 + c) in period one. Hene, forall m1 ∈ {0, 1}, a∗1 = m1 for the honest editor.Finally, we have to analyze whether the journalist, who antiipates the editor's5Note that y > 0, as d ∈ (0, 1). In words, out of the equilibrium path, the journalist assignspositive probability to the editor being honest.6If the biased editor deviates in period one, his optimal response in period two is a2 = 0,whih guarantees him this payo�. 9



behavior, �nds it optimal to be truthful in period one. To this aim, let us startonsidering the ase w1 = 0, and suppose that the journalist plays her equilibriumstrategy m1 = w1. Then, β̂ = β. Here, her total payo� is −λJ
2 (1 − θ)(1 − β),as only in the ase the state is 1 in period two and the editor is biased, thejournalist's report is not published. Now onsider the ase that the journalistdeviates and sends m1 = 1 for state w1 = 0.7 In this ase, her total payo� is

−λJ
1 [d + (1− β)]− λJ

2 (1 − θ)(1− β)d, as the journalist now pays the moral ost din period one and she also pays suh a ost in period two when the state is 1 andshe sends 0 beause she learns that the editor is biased. Hene, if w1 = 0, m∗
1 = 0if and only if λJ

1 ≥ (1−θ)(1−β)(1−d)
d+(1−β) λJ

2 . That is to say, if w1 = 0, to report truthfullyis more likely the smaller λJ
2 , and the higher λJ

1 , θ, β and/or d.Last, onsider the ase w1 = 1. Suppose the journalist sends m1 = 1. Thisimplies that with probability 1 − β her advise is not published in period one, butsending 1 allows her to learn the type of the editor and so, to behave optimallyand maximize her payo� in period two. In partiular, if m1 = 1, the journalist'stotal payo� is −λJ
1 (1−β)−λJ

2 (1− θ)(1−β)d. On the other hand, if the journalistdeviates and sends m1 = 0, she pays ost d for lying but her report is publishedfor sure in period one. Additionally, she annot learn the type of the editor (hene
β̂ = β) and annot do better than separating in period two. It implies a totalpayo� of −λJ

1d− λJ
2 (1− θ)(1− β), whih is always smaller than the previous one,given the restrition β ≥ 1 − d. Hene, if w1 = 1, m∗

1 = 1.Summarizing, there is an equilibrium in whih the journalist fully dislose herinformation in period one, the honest editor publishes the journalist's report andthe biased editor always publishes 0 if and only if λJ
1 ≥ (1−θ)(1−β)(1−d)

d+(1−β) λJ
2 and

λJ
2 ≥ (1−β)−d

(1−θ)(1−β)(1−d) λ
J
1 hold (a su�ient ondition for the seond inequality tohold is β ≥ 1 − d). The following proposition formalizes this result.Proposition 1. An informative equilibrium in period one followed by a partiallyinformative equilibrium in period two exists if and only if β ≥ 1 − d and λJ

1 ≥
(1−θ)(1−β)(1−d)

d+(1−β) λJ
2 .Corollary 1. An informative equilibrium in period one, followed by a partiallyinformative equilibrium in period two, is more likely to exist the higher is the priorprobability that the state is zero, θ; the higher is the prior probability that theeditor is honest, β; the higher is the ethi of the journalist, d; and the higher is thejournalist's weight of period one, λJ

1 , relative to the weight of period two, λJ
2 .This result presents a omparative stati analysis. The last part of Corollary1 says that if the seond period is su�iently important to the journalist, noinformation transmission ours in equilibrium in period one. The idea is that ifthe journalist assigns high importane to the seond period payo�, learning thetype of the editor beomes of speial relevane. This raises the question of under7If the journalist deviates in period one, her optimal response in period two is, ∀w2 ∈ {0, 1},

m2 = w2 if a1 = 1 and m2 = 0 if a1 = 0. 10



whih onditions the journalist �nds it pro�table to pump the editor for his motivesin the �rst period and so, learn how to behave in period two. But similarly, wemay wonder whether the editor himself has inentives to failitate the journalist'sjob by revealing his type so as to guarantee that the journalist onforms to hismotives in period two. In the remaining of the setion, we analyze these two typesof behavior.Unmasking senarioThis setion deals with the analysis of the inentives of a journalist to fool theeditor in period one so as to unover his motives and learn how to behave tomaximize her seond period payo�. In this ase, it is the journalist who sari�eher �rst period payo� in order to inrease future rents.We next �x the behavior of the editor (as previously, we onsider that thehonest editor follows the journalist's advise and the biased editor stands on poliy
0, independently of the report) and study the onditions under whih there is anequilibrium in period one in whih the journalist pools at message 1. Note that,by so doing, the journalist learns the motives of the editor. We thus all this kindof equilibrium an unmasking equilibrium.Let us onsider that suh an equilibrium exists. In the equilibrium path, thejournalist learns the motives of the editor. Hene, for m1 = 1, the posterior beliefthat the journalist has on the editor being honest is 0 when the latter publishes
a1 = 0, and it is 1 when he publishes a1 = 1. Out of the equilibrium path (when
m1 = 0), the posterior belief that the journalist has on the editor being honest is
y when the latter publishes a1 = 0 (hene β̂ = y in this ase, with y ∈ [1 − d, 1]),and it is z when the editor publishes 1 (hene β̂ = z ∈ [1 − d, 1] in this ase).Note that d ∈ (0, 1). Thus, out of the equilibrium path, the journalist assignspositive probability to the editor being honest and so, she will always reveal herinformation in period two.Regarding the posterior belief that the editor has on the state being 0, it is theprior θ when the journalist sends the equilibrium message 1; and it is x ∈ (0, 1)when she sends the out of the equilibrium message 0. With these posteriors athand, we now analyze the behavior of the players.Consider the ase of the biased editor. Note that his deision problem is thesame as previously (the posterior probability on the state of the world that is nowdi�erent does not a�et his deision), and so, for all m1 ∈ {0, 1}, a∗1 = 0 for thebiased editor.Consider now the ase of the honest editor and suppose that the journalistsends the equilibrium message m1 = 1. Choosing ation a1 = 1 guarantees theeditor that the journalist will play a separating strategy in period two, whih giveshim a payo� of 0 in the last period. However, the editor is now unsure aboutthe state of the world, and so, publishing a1 = 1 implies a payo� of −λE

1 θ inperiod one. On the other hand, publishing a1 = 0 implies a �rst period payo�of −λE
1 [c + (1 − θ)], as the editor inurs in ost c for disregarding the journalist'sreport, with the new ation orresponding to the true state just with probability θ.11



Additionally, publishing a1 = 0 implies a seond period payo� of either −λE
2 (1−θ)or −λE

2 (c+ θ), that orrespond to the ases where the editor hooses either a2 = 0or a2 = 1, respetively.8 Hene, for a1 = 1 to be the best response of the honesteditor to m1 = 1, ondition λE
2 ≥ max{2θ−1−c

1−θ
, 2θ−1−c

c+θ
}λE

1 must hold. Note that if
2θ < 1+c, the former inequality holds; then, a∗1 = 1 in this ase. Note, additionally,that if 2θ > 1+c, max{2θ−1−c

1−θ
, 2θ−1−c

c+θ
} = 2θ−1−c

1−θ
. To summarize, if m1 = 1, a∗1 = 1for the honest editor if and only if λE

2 ≥ 2θ−1−c
1−θ

λE
1 . Let us now onsider that thejournalist deviates and sends m1 = 0. In this ase, the journalist will always playa separating strategy in the seond stage, whih guarantees the editor a payo� of

0 in period two.9 Regarding the �rst period payo�, it is −λE
1 (1 − x) if the editorpublishes a1 = 0, and it is −λE

1 [c + x] if he publishes a1 = 1. Hene, if m1 = 0,
a∗1 = 0 for the honest editor if and only if x ≥ 1−c

2 .Finally, let us analyze under whih parameter on�guration the journalist �ndsit optimal to pool at m1 = 1 in period one. To this aim, note that if the journalistsends m1 = 1, her seond period payo� is −λJ
2 (1 − θ)(1 − β)d; whereas if shedeviates and sends m1 = 0, it is −λJ

2 (1 − θ)(1 − y).10 Regarding the �rst periodpayo�, if w1 = 0, it is optimal to send m1 = 0, whih implies a payo� of 0; whereassending m1 = 1 implies a payo� of −λJ
1 [d+(1−β)]. Hene, if w1 = 0, m∗

1 = 1 if andonly if λJ
2 (1−θ)((1−y)−(1−β)d) ≥ λJ

1 ((1−β)+d). On the other hand, if w1 = 1(and regarding the �rst period payo�), it is optimal to send m1 = 1, whih impliesa payo� of −λJ
1 (1− β); whereas sending m1 = 0 implies a payo� of −λJ

1 d. Hene,if w1 = 1, m∗
1 = 1 if and only if λJ

2 (1 − θ)((1 − y) − (1 − β)d) ≥ λJ
1 ((1 − β) − d).Summarizing, for all w1 ∈ {0, 1}, m∗

1 = 1 if and only if λJ
2 (1−θ)((1−y)−(1−β)d) ≥

max{(1−β)+d, (1−β)−d}λJ
1 . As d > 0, the aforementioned ondition simpli�esto λJ

1 ≤ (1−θ)((1−y)−(1−β)d)
(1−β)+d

λJ
2 . Proposition 2 below formalizes this result.Proposition 2. An unmasking equilibrium in period one followed by a partiallyinformative equilibrium in period two exists if and only if parameters satisfy λE

2 ≥
2θ−1−c

1−θ
λE

1 and λJ
1 ≤ (1−θ)((1−y)−(1−β)d)

(1−β)+d
λJ

2 ; and beliefs out of the equilibrium pathsatisfy x ≥ 1−c
2 , y ≥ 1 − d and z ≥ 1 − d.The next result presents a omparative statis analysis.Corollary 2. An unmasking equilibrium in period one, followed by a partiallyinformative equilibrium in period two, is more likely to exist the smaller is the priorprobability that the state is zero, θ; the higher is the ost of a delay in publiation,8The optimal poliy in period two depends on the value of θ as ompared to c.9After a deviation to m1 = 0, the posterior belief that the journalist has on the editor beinghonest (either y or z) must be greater or equal than 1 − d. As d < 1, the posterior belongs tothe interval (1 − d, 1]. In words, out of the equilibrium path, the journalist either thinks thatthe editor is honest or she is unsure about the motives of the editor. As we onsider that apartially informative equilibrium is played in the seond period of the game, it implies that, ifthe journalist deviates to m1 = 0 in period one, she will always play a separating strategy inperiod two.10If the journalist deviates in period one, her optimal response in period two is, ∀w2 ∈ {0, 1},

m2 = w2. 12



c; the higher is the prior probability that the editor is honest, β; and the higher arethe journalist and the editor's weights of period two, λJ
2 and λE

2 , relative to theirweight of period one, λJ
1 and λE

1 respetively.Note that there is no lear-ut predition when it is parameter d that varies.The reason is that an inrease in the ethi of the journalist makes more likely thata partially informative equilibrium exists in period two; but at the same time, aninrease in d raises the ost of manipulating information and so makes less likelythat an unmasking equilibrium exists in period one. The �nal e�et thus dependson the partiular value of d as ompared to the rest of parameter values.From Corollary 2 we observe that the higher the weights that both playersattah to period two, the higher is the probability that an unmasking equilibriumexists. The reason is straightforward. The higher the importane of period two,the more utility the players are willing to sari�e in period one in order to in-rease their seond period payo�. Corollary 2 also onludes that the journalistsends message 1 more often the higher is the prior probability that the editor ishonest. Or to say it di�erently, the journalist �nds it more pro�table to manipulateinformation and fool the editor the higher her belief that he is honest! The reasonis that, as we onsider that the honest type trusts the journalist and publishes herreport, the payo�-loss assoiated to pool at m1 = 1 is smaller when the editor ishonest than when he is biased.The journalist has, nevertheless, another way of manipulating information:reporting 0 under any state of the world. There is, however, no equilibrium inwhih the journalist �nds it pro�table to pool at message m1 = 0 in period one(and the editor behaves as previously), if we assume that a partially informativeequilibrium is played in period two. To see it, onsider w1 = 1. The payo� to thejournalist when she sends m1 = 0 is −λA
1 d−λJ

2 (1−θ)(1−β); whereas her payo� ifshe deviates and sends m1 = 1 is −λJ
1 (1−β)−λJ

2 (1−θ)(1−β)d. As the onditionfor the existene of a partially informative equilibrium in period two is β̂ ≥ 1 − d,and β̂ = β in this ase; it is easy to see that if w1 = 1, m1 = 0 is not optimal.Hene the impossibility.11To summarize, eteris paribus the behavior of the editor, if we onsider that apartially informative equilibrium is played in period two, manipulation of informa-tion in period one neessarily translates into an unonditional support for poliy 1.Furthermore, the probability that this kind of manipulation of information oursin equilibrium inreases with the belief that the editor is honest.Revealing senarioLast, this setion intends to analyze the inentives of the editor to failitate thejournalist's job by revealing his type in period one so as to make sure that the11In words, the idea is that for a partially informative equilibrium to exist in period two, it isneessary that the journalist believes that her superior is biased with a low probability; whereasfor a pooling equilibrium at m1 = 0 to exist in period one, it is neessary that the journalistbelieves that the editor is very likely to be biased. This implies a ontradition.13



journalist onforms to his motives in period two. In this ase, it is the editor whosari�es his �rst period payo� so as to inrease future rents.We next onsider that the journalist truthfully reveals her information in periodone and that the honest editor publishes a1 = 1 for any advie. In suh a ase,for all m1 ∈ {0, 1}, the biased editor �nds it optimal to hoose a1 = 0, whihguarantees him a total payo� of, at worst, −λE
1 c − λE

2 (1 − θ)c; whereas hoosing
a1 = 1 implies a total payo� of, at most, −λE

1 − λE
2 (1 − θ)c. Then, for all m1 ∈

{0, 1}, a∗1 = 0 for the biased editor.We thus analyze the onditions under whih there is an equilibrium in periodone in whih the journalist truthfully reveals her information, the honest editorpublishes 1 and the biased editor publishes 0. We all this kind of equilibrium arevealing equilibrium.Let us onsider that suh an equilibrium exists. In the equilibrium path, thejournalist perfetly learns the motives of the editor. Hene, for all m1 ∈ {0, 1}, theposterior belief that the journalist has on the editor being honest is 0 when thelatter publishes a1 = 0, and it is 1 when he publishes a1 = 1. The posterior beliefson the state of the world are determined by Bayes' rule. With these posteriors athand, we now analyze the behavior of the players.Consider the ase of the honest editor and suppose that the journalist sendsmessage m1 = 1. In this ase, the total payo� to the editor if he publishes a1 = 1is 0, as the report published orresponds to the true state in period one andadditionally, he signals the journalist his type and guarantees the highest payo� inperiod two; whereas publishing a1 = 0 implies a �rst period payo� of −λE
1 (1 + c).Hene, if m1 = 1, a∗1 = 1 for the honest editor. Now onsider the ase that thejournalist sends message m1 = 0. Here, publishing a1 = 1 implies a total payo�of −λE

1 (1 + c), as there is a delay in publiation and the position adopted doesnot orrespond to the state of the world, although it guarantees a payo� of zeroin period two. On the other had, deviating and publishing a1 = 0 implies a �rstperiod payo� of 0 but a seond period payo� of either −λE
2 (1 − θ) or −λE

2 (c + θ),that orrespond to the ases where the editor hooses either a2 = 0 or a2 = 1,respetively.12 Hene, if m1 = 0, a∗1 = 1 for the honest editor if and only if
λE

2 ≥ max{ 1+c
1−θ

, 1+c
c+θ

}λE
1 .Finally, we analyze under whih parameter on�guration the journalist �ndsit optimal to truthfully reveal her information in period one. To this aim, notethat for any message in period one, the journalist learns the type of the editor.Hene, she guarantees a seond period payo� of −λJ

2 (1−β)(1− θ)d. Now supposethat w1 = 0. In this ase, sending m1 = 0 implies a �rst period payo� of −λJ
1β;whereas sending m1 = 1 implies a payo� of −λJ

1 (d+(1−β)) in period one. Hene,if w1 = 0, m∗
1 = 0 if and only if β ≤ 1+d

2 . Suppose now that w1 = 1. Then,sending m1 = 1 implies a �rst period payo� of −λJ
1 (1 − β); whereas reporting

m1 = 0 determines a �rst period payo� of −λJ
1 (d + β). Hene, if w1 = 1, m∗

1 = 112If the editor deviates to a1 = 0 in period one, m2 = 0 in period two. Then a∗
2 = 0 or a∗

2 = 1depending on the value of θ as ompared to c. 14



if and only if β ≥ 1−d
2 . Therefore, for all w1 ∈ {0, 1}, m∗

1 = w1 if and only if
1−d
2 ≤ β ≤ 1+d

2 . Proposition 3 formalizes this result.Proposition 3. A revealing equilibrium in period one followed by a partially in-formative equilibrium in period two exists if and only if λE
2 ≥ max{ 1+c

1−θ
, 1+c

c+θ
}λE

1and 1−d
2 ≤ β ≤ 1+d

2 .The next result presents a omparative statis analysis.Corollary 3. A revealing equilibrium in period one, followed by a partially infor-mative equilibrium in period two, is more likely to exist the more ethi the journalistis, d; and the higher is the editor's weight of period two, λE
2 , relative to his weightof period one, λE

1 . Additionally, if θ is high (spei�ally, θ > 1−c
2 ), the smaller theprior probability that the state is zero, θ, and/or the smaller the ost of a delay inpubliation, c; the more likely that a revealing equilibrium, followed by a partiallyinformative equilibrium, exists. In ontrast, if θ is low (spei�ally, θ < 1−c

2 ),an inrease in either θ or c inreases the likelihood that a revealing equilibrium,followed by a partially informative equilibrium, exists.From Corollary 3 we learn that there is not a monotoni relationship betweenparameters θ and c, and the existene of a revealing equilibrium. To see it, notethat for the honest editor to be willing to publish a1 = 1 when he knows that thetrue state is zero, it has to be the ase that seond period payo� is su�ientlyimportant and furthermore, that the ost of publishing a1 = 0 (to whih the jour-nalist responds with m2 = 0), in terms of seond period payo�-loss, is importantenough. This is the ase when θ is low, in whih ase the editor's best responseto m2 = 0 is a2 = 1, and either θ or c inrease. It is also the ase when θ is high,in whih ase the editor's best response to m2 = 0 is a2 = 0, and either θ or cderease.Regions of existeneThe fat that we onsider that a partially informative equilibrium is played in theseond period of the game imposes a restrition on posterior probability β̂, thatmust satisfy ondition β̂ ≥ 1 − d, in ase the unertainty about the motives ofthe editor does not disappear after �rst period. In Figure 1 bellow we illustratethe regions where, aording to posterior β̂ and parameter d, there might existequilibria of the types we have analyzed.
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Figure 1: regions of existene of equilibriaNote that in an informative equilibrium, the journalist perfetly learns the motivesof the editor when the state is 1 in period one, but does not when the state is 0.Hene, in the relevant ase, β̂ = β and thus, β ≥ 1 − d determines the regionwhere an informative equilibrium may exist. In a similar vein, in an unmaskingequilibrium, the journalist does not learn the preferenes of the editor when shereports 0 in period one; hene, in the relevant ase, β̂ = y. In the unmaskingsenario, there is, additionally, another ondition involving posterior probability ythat must hold. It is (1 − y) − (1 − β)d ≥ 0. Then, 1 − d ≤ y ≤ 1 − (1 − β)ddetermines the region where un unmasking equilibrium may exist. Note that thebigger the β, the �atter the upper bound 1−(1−β)d and so, the greater the regionwhere the unmasking equilibrium may exist. Finally, in a revealing equilibrium, theunertainty about the motives of the editor is always solved in period one. However,ondition 1−d
2 ≤ β ≤ 1+d

2 determines the region where a revealing equilibrium mayexist.From Figure 1 above we observe that the region where an informative and arevealing equilibrium may oexist satis�es ondition 1−d ≤ β ≤ 1+d
2 . Straightfor-ward alulations show us that this is also the region where the two aforementionequilibria may oexist with the unmasking equilibrium.Proposition 4. The region where the informative, the unmasking and the revealingequilibrium (followed, in all the ases, by a partially informative equilibrium) mayoexist, satis�es onditions: (i) 1 − d ≤ β ≤ 1+d

2 and; (ii) either λE
2 ≥ 1+c

1−θ
λE

1 or
λE

2 ≥ 1+c
c+θ

λE
1 , depending on whether θ > 1−c

2 or θ < 1−c
2 , respetively.Proof. First, in the region where the unmasking and the informative equilibriummay oexist: (1−θ)(1−β)(1−d)

d+(1−β) λJ
2 ≤ λJ

1 ≤ (1−θ)((1−y)−(1−β)d)
d+(1−β) λJ

2 . A neessary ondi-tion for this inequality to hold is (1−β)(1−d) ≤ (1−y)−(1−β)d, whih simpli�esto y ≤ β. As 1 − d ≤ y in an unmasking equilibrium, we obtain 1 − d ≤ β. Se-ond, in the region where the unmasking and the revealing equilibrium may oexist:
λE

2 ≥ max{ 1+c
1−θ

, 1+c
c+θ

, 2θ−1−c
1−θ

}λE
1 . There are two ases: (i) If θ > 1−c

2 , 1+c
1−θ

> 1+c
c+θ

.Additionally, in this ase, 1+c
1−θ

> 2θ−1−c
1−θ

, as θ < 1. (ii) If θ < 1−c
2 , 1+c

c+θ
> 1+c

1−θ
.16



Additionally, in this ase, 2θ − 1 + c < 0, then 2θ − 1− c < 0. This ompletes theproof.4 Welfare analysisIn the paper we onsider a game between an advisor and a deision maker whosebehaviors a�et not only their own welfare but the welfare of the itizens who, forsome reason, rely on the output of the ommuniation proess. In the ontext ofa freelane journalist-editor game, these itizens are the readers or viewers of themedia outlet. In this setion we analyze the welfare impliations of the previouslyonsidered modes of ommuniation. Depending on whih is the role of the player,we talk of news suppliers (journalist and editor), or news onsumers (readers).The way to ompute welfare depends on whether the player partiipates in theprodution of news. We thus analyze the two ases separately.Welfare analysis of news suppliersLet us fous on the region in whih the three aforementioned equilibria may oexist.Let us refer to welfare as the payo� of a player in a partiular senario.Lemma 1. If λJ
1 ≥ (1−θ)(1−β)(1−d)

β
λJ

2 , the journalist maximizes her welfare underthe informative senario. Otherwise, she prefers the revealing senario. Addition-ally, in the two ases, the journalist obtains her smallest payo� in the unmaskingsenario.Proof. The welfare of the journalist is: (i) in the informative equilibrium, θ(−λJ
2 (1−

θ)(1− β)) + (1 − θ)(−λJ
1 (1 − β)− λJ

2 (1 − θ)(1 − β)d); (ii) in the unmasking equi-librium, θ(−λJ
1 (d + (1 − β))) + (1 − θ)(−λJ

1 (1 − β)) − λJ
2 (1 − θ)(1 − β)d and; (iii)in the revealing equilibrium, θ(−λJ

1β) + (1− θ)(−λJ
1 (1− β))− λJ

2 (1− θ)(1− β)d.Comparing (i) and (ii), we obtain that the journalist prefers the informativeto the unmasking equilibrium. In partiular, she prefers (i) to (ii) if and only if
λJ

1 ≥ (1−θ)(1−β)(1−d)
d+(1−β) λJ

2 , whih is a neessary ondition for the existene of the infor-mative equilibrium. Comparing (i) and (iii), we obtain that the journalist prefersthe informative to the revealing equilibrium if and only if λJ
1 ≥ (1−θ)(1−β)(1−d)

β
λJ

2 .Last, omparing (ii) and (iii), we obtain that the journalist prefers the revealingto the unmasking equilibrium. In partiular, she prefers (iii) to (ii) if and only if
β ≤ 1−d

2 , whih is a neessary ondition for the existene of the revealing equilib-rium.From Lemma 1 we learn that, unless seond period payo� is su�iently im-portant, the journalist prefers the informative senario to the revealing senario.We also observe that when the journalist believes that the editor is very likely tobe biased, she then prefers the revealing to the informative senario. The reasonis that if the editor is very likely to be biased, seond period payo�s assoiated17



with an informative equilibrium in period one are not high enough. In this ase,the revealing equilibrium has the advantage of maximizing seond period payo�s,although it dereases �rst period rents. Last, regarding information manipulation,we observe that the journalist prefers the editor to sari�e his �rst period payo�to her inurring in suh a ost.Lemma 2. The honest editor maximizes his welfare under the informative senarioand obtains his smallest payo� under the revealing senario.Proof. The welfare of the honest editor is: (i) in the informative equilibrium, 0;(ii) in the unmasking equilibrium, θ(−λE
1 ) and; (iii) in the revealing equilibrium,

θ(−λE
1 (1 + c)). As c > 0, the proof follows.Lemma 2 says that the honest editor prefers that the journalist onforms tohis opinion to him risking his �rst period payo� so as to reveal his motives. Asexpeted, we obtain opposite results for the biased editor. The reason is that,giving that the biased editor always publishes the same poliy, any intend fromthe journalist to learn the motives of the editor must be foused on altering thebehavior of the honest type. Similarly, if it is the editor who moves, it has to bethe honest type who announes his motives.Lemma 3. The biased editor maximizes his welfare under the revealing senario.Additionally, if λE

1 ≥ (1−θ)λE
2 , he prefers the informative senario to the unmask-ing senario. Otherwise, he prefers the unmasking senario.Proof. The welfare of the biased editor is: (i) in the informative equilibrium,

θ(−λE
2 (1 − θ)c) + (1 − θ)(−λE

1 c); (ii) in the unmasking equilibrium, −λE
1 c and;(iii) in the revealing equilibrium, (1 − θ)(−λE

1 c). Simple algebra ompletes theproof.We now rank the three ommuniation strutures based on total welfare ofnews suppliers. Here, for all t ∈ {1, 2}, per period welfare is
−λJ

t

[
d(wt − mt)

2 + (mt − at)
2
]
− β

[
λE

t

[
(wt − at)

2 + c(mt − at)
2
]]

− (1 −
β)

[
λE

t

[
at + c(mt − at)

2
]]Proposition 5. News suppliers (jointly) prefer the revealing equilibrium to theunmasking equilibrium if either max{1

2 , 1− d} < β ≤ 1+d
2 and λE

1 ≤ 1+d−2β
(2β−1)c λJ

1 , or
1 − d ≤ β ≤ 1

2 .Proof. In an unmasking equilibrium, total welfare of news suppliers is θ[−λJ
1 (d +

(1− β))] + (1− θ)[−λJ
1 (1−β)] + (1− θ)[−λJ

2 (1−β)d] + βθ[−λE
1 ] + (1− β)[−λD

1 c],whereas in a revealing equilibrium it is θ[−λJ
1β] + (1 − θ)[−λJ

1 (1 − β)] + (1 −
θ)[−λJ

2 (1−β)d]+βθ[−λE
1 (1+c)]+(1−β)(1−θ)[−λD

1 c]. Hene, news suppliers preferthe revealing senario to the unmasking senario if and only if λJ
1 (1 + d − 2β) ≥

λE
1 (2β − 1)c. There are two ases: (i) β ≤ 1

2 . In this ase, 2β − 1 ≤ 0 and
1 + d − 2β > 0. (ii) 1

2 < β. In this ase, 2β − 1 > 0 and 1 + d − 2β ≥ 0, as
β ≤ 1+d

2 . 18



Proposition 5 says that if the editor is likely to be biased, β < 1
2 , the bestsenario is that the (honest) editor reveals his private information. This result isindependent of c. Hene, even when there is a high ost for a delay in publiation,news suppliers (jointly) prefer that the editor inurs this ost to announe hismotives. However, if the editor is likely to be honest, β > 1

2 , there is not a lear-ut predition and the best senario depends on the weights that players use toponder period one. Roughly speaking, revealing is best when the editor is theplayer less interested in period one. Finally, note that the higher the value ofparameter d and/or the smaller the value of parameter c, the broader the regionwhere news suppliers (jointly) prefer the revealing senario to the unmasking one.To omplete the analysis, we ompare the welfare of news suppliers under in-formation transmission with their welfare under information manipulation. Theanalysis determines that for an informative equilibrium to maximize their jointlywelfare, ondition λJ
2 (1 − θ)(1 − β)(1 − d) + λE

2 (1 − θ)(1 − β)c ≤ min{λJ
1 β +

λE
1 β(1 + c), λJ

1 (d + (1 − β)) + λE
1 (β + (1 − β)c)} must hold. Roughly speaking,information transmission is better the higher the probability that the editor ishonest. Additionally, high valuations of period one, relative to those of periodtwo, are ondutive to information revelation being welfare maximizer. Likewise,high valuations of period two are ondutive to information manipulation beingbest. In this ase, Proposition 5 above determines the regions where news suppliers(jointly) prefer revealing to unmasking and vieversa.Welfare analysis of news onsumers: quality of the ommuniation pro-essHere we analyze welfare from the news onsumers point of view. To this aim, weassume that readers value information, more preisely true information. In thisase, there is a simple an intuitive way to ompute the welfare of news onsumers:a ommuniation proess is better than another when it implies more aurateinformation. Following Austen-Smith and Wright (1992), we measure the qualityof a ommuniation proess, or equivalently, the welfare of news onsumers, as theex ante probability that the "wrong" report is published. In our two period game,it is

∑
t∈{1,2} [P (wt = 0)P (at = 1) + P (wt = 1)P (at = 0)]as states w1 and w2 are drawn independently and a2 does not depend on any �rstperiod variable.Straightforward alulations show that the probability that the wrong reportis published in the unmasking equilibrium, followed by a partially informativeequilibrium, is θβ + 2(1 − θ)(1 − β). Note that θβ + 2(1 − θ)(1 − β) is alsothe probability that the wrong report is published under a revealing equilibrium,followed by a partially informative equilibrium. The reason is that the biasededitor always publishes 0, whih implies that the wrong position is adopted with19



probability (1 − θ)(1 − β) in eah period; and the honest editor publishes 1 inperiod one when the right report is 0, either beause he follows the journalist'sadvie (unmasking senario) or beause he publishes 1 as a way of signaling hismotives (revealing senario). Unmasking is thus equivalent to revealing in termsof quality of the ommuniation proess.Proposition 6. News onsumers are indi�erent between the two types of infor-mation manipulation: unmasking and revealing. They both yield the same qualityof the ommuniation proess.To say it di�erently, both types of information manipulation yield the sameprobability of publishing the wrong report. Hene, itizens would be indi�erentbetween the two types of information manipulation, as both yield the same welfare.As we should expet, this probability (of an error) is higher than in the informativeequilibrium (followed by a partially informative equilibrium). In this ase, the qual-ity of the ommuniation proess is 2(1− θ)(1− β), i.e., two times the probabilitythat the state is one and the editor is biased. Last, the quality of the ommunia-tion proess is always higher when there is a journalist, even if there is informationmanipulation, than where this player is not involved in the game. In the latterase, the probability of an error is 2(θβP (θ < 1
2) + (1 − θ)(1 − β + βP (θ > 1

2 ))),whih simpli�es to β+2(1−θ)(1−β) if we assume that θ is uniformly distributed in
[0, 1]. To summarize, information manipulation inreases the quality of the om-muniation proess as ompared to an senario without advising; and dereasesthe quality as ompared to a situation of informative advising.5 ConlusionWe model strategi ommuniation as a game between an advisor and a deisionmaker, in whih the advisor has private information about a poliy-relevant stateof the world but laks information about the motives of the deision maker. Thissenario allows us to explore the inentives of the players to strategially use in-formation to their own purposes, as well as to analyze under whih onditions fullinformation dislosure is possible in equilibrium.We disuss our results in terms of a freelane journalist-editor game. We showthat if period two is su�iently important to the journalist, no information isonveyed in equilibrium in period one. In this ase, players prefer to use �rst pe-riod information to learn how to behave in the future. As a result, informationmanipulation appears in equilibrium. We then analyze the welfare impliationsof the three previously studied modes of ommuniation and observe that whihommuniation struture is best depends on whih side of the market for news,supply or demand, we prioritize.
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