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Abstract

We study a dynamic buyer-seller problem in which the good is information and there

are no property rights. The potential buyer is reluctant to pay for information whose value

to him is uncertain, but the seller cannot credibly convey its value to the buyer without

disclosing the information itself. Information comes as divisible hard evidence. We show

how and why the seller can appropriate a substantial fraction of the value through gradual

revelation, and how the entire value can be extracted with the help of a mediator.
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1 Introduction

In the absence of intellectual property rights, it is difficult for the possessor of private informa-

tion that is relevant to others’ decisions to appropriate its value. First, the potential buyer must

∗We thank Daron Acemoglu, Drew Fudenberg, David Kreps, Max Kwiek, R.Vijay Krishna, Romans Pancs,
Arthur Robson and seminar participants at the Barcelona JOCS, the Collegio Carlo Alberto, Turin, Essex Uni-
versity, the European University Institute, Harvard-MIT, Illinois at Urbana-Champaign, Oxford, Simon Fraser
University, Stanford, University of British Columbia, University of Western Ontario, UC San Diego, Yale, X-HEC
Paris and the SED 2009 meeting for useful comments and suggestions.

†Yale University, 30 Hillhouse Ave., New Haven, CT 06520, USA. johannes.horner@yale.edu.
‡Stanford University, Graduate School of Business, 518 Memorial Way, Stanford, CA 94305, USA.

andy@gsb.stanford.edu.

1


