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RAPHAEL LEVY 
 

 

Humouring both parties: A model of two-sided reputation (Job Market Paper)  
(with Matthieu Bouvard) 
 

We consider the problem of a certification agency that needs to attract both sellers and buyers in 
order to exercise its activity. By reporting more precise information on the seller's good, the 
agency boosts the market participation of buyers but may negatively impact the welfare of sellers 
who are also concerned with obtaining a positive recommendation. Therefore, its revenue may 
be maximized when it provides information that is neither too precise nor too noisy. In a 
dynamic setting, we examine how the desire to establish a reputation with respect to both sides 
of the market affects information production. Reputational concerns have an ambiguous effect on 
the precision of reports. When the perceived credibility of the agency is deficient, reputation has 
a disciplining effect and the precision of information improves. However, when the agency has a 
good reputation, it tends to be lenient in order to attract future sellers. 
 
Soothing politics 
 

Political issues are particularly prone to motivated beliefs as the individual cost of manipulating 
one's information is negligible in large elections. We consider a political agency model in which 
voters learn information about some policy-relevant variable, which they can strategically ignore 
when it impedes their desire to hold optimistic beliefs. We show that voters' excessive tendency 
to sustain desirable beliefs may result in inefficient political decision-making because the 
electoral return of political courage is not sufficiently high when voters have poor information. 
However, voters also infer information from political decisions themselves and their incentives 
to ignore bad news decrease with the expected efficiency of policy-making. Consequently, there 
is an efficient equilibrium in which policy-makers are rewarded for selecting optimal policies. 
Given that politicians and voters' actions are strategic complements, it may coexist with an 
inefficient equilibrium in which policy-makers abstain from implementing policies that convey 
undesirable information in order to cater to the electorate’s demand for soothing policies.  
  
More haste, less speed: Signalling through investment timing 
(with Catherine Bobtcheff) 
 

We propose a model of optimal investment timing in which the costs of delaying a valuable 
project are traded against the benefits from learning relevant information on the quality of the 
project. The quality of available information, and hence learning speed, varies across decision-
makers. In the complete information benchmark, we show that optimal investment dates are non-
monotonic in the quality of information: both decisions-makers receiving low-quality and high-
quality information invest early. The former do so because the benefits of waiting for 
information are small, the latter because they learn very fast. For intermediate levels of 
information quality, the desire to learn information leads the decision-maker to invest at later 
dates. Under asymmetric information, career concerns may provide incentives to use timing as a 
signalling device: because investment dates convey information on skill, the decision-maker may 
manipulate the investment decision in order to signal his talent. Since investment timing 
intrinsically has ambiguous meaning, career concerns may distort behaviour in both the direction 
of delayed and hurried investment. 


