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Abstract

Standard economic models cannot capture the fact that information is often ambigu-
ous, and is interpreted in multiple ways. Using a framework that distinguishes between the

language in which statements are made and the interpretation of statements, we demon-

strate that, unlike in the case where there is no ambiguity, players may come to have

different beliefs starting from a common prior, even if they have received exactly the same

information, unless the information is common knowledge.

1 Introduction

Natural language is often ambiguous; the same message can be interpreted in different

ways by different people.1 Ambiguous language can lead to misunderstandings, and strategic

actors may try to exploit ambiguity to their advantage, for example, when writing contracts

(Scott and Triantis, 2006) or communicating policy intentions (Blinder et al., 2008).

Such ambiguity is hard to model using standard models, which do not separate meaning

from message. We therefore develop a framework that distinguishes between the language that
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1We thus use the term ambiguity in a different sense than the decision-theory literature, where ambiguous

events are events that the decision-maker cannot assign a precise probability to.
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