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Overview, Summary, and Assessment

This dissertation extends Matĕjka and McKay (2015), to study the equivalence of the RI-based
demand system with CES, the role of status-quo on polarization, and the role of quotas in the
perspective of Rational Inattention in discrete choices. I believe this dissertation will extend our
understanding of economic behavior in the perspective of Rational Inattention. I consider this
dissertation would be enough for a Ph.D. dissertation at my home institution. Chapter-specific
comments and suggestions are in the subsequent sections.

Chapter 1. “Logit, CES, and Rational Inattention”

Summary This chapter provides an equivalence result of the Rational Inattention based choice
models with the demand system generated from a CES preference. The idea of showing equivalence
of the aggregated demand systems based on different microfoundations are based on the early
works of Anderson et al. (1987, 1988, 1992), where it was shown that the logit demand system,
after a suitable aggregation, coincides with the CES demand system generated by one fictitious
representative consumer purchasing multiple goods.

This chapter derives the functional form of the CES aggregate demand system from the RI-
discrete-choice model by assuming the log utilities and (ex-post) single-choice assumption, and
then combining with Matĕjka and McKay (2015). The logit discrete-choice probability form of
Matĕjka and McKay (2015) is taken as the aggregate quantity demand after adjusting for y/pi.
Then a corresponding fictitious representative consumer’s CES utility function is provided to arrive
at the equivalence of budget-shares or the expected demand functions. The author then presents an
example of RI-based microfoundation of the aggregate CES demand is pertinent – where a consumer
has to resolve the uncertainty in prices by costly learning.

Major Comment: Choice-specific Utility and Coherency with the Story My concern is
how well the RI agent’s single-choice assumption for the divisible goods is justified when the choice-
specific utility is concave in the quantity, u = ln qi. A consumer with a finite amount of budget will
be always better off by allocating the budget across different goods. Unless the choice assumption
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is well-justified and well-microfounded, the results following from the setup and the interpretations
of the structural parameters will have very limited applicability.

Some Minor Comments The statement “It is often assumed that changes in the aggregate con-
sumer’s demand are due to the changes in idiosyncratic preferences of individual consumers.” should
be used more carefully – there are long traditions in industrial organization in marketing, attribut-
ing individual/aggregate demand fluctuations not simply to (idiosyncratic) preference shocks, but
to information frictions. Search and/or consideration set literature would be a prominent example.

Chapter 2. “Status Quo and Beliefs Polarization of Inattentive Agents”

Summary This chapter applies the setup of Matĕjka and McKay (2015) to the context of dichoto-
mous voting where there are two possible actions: status quo and risky policy. Status quo provides
the payoff Rj for sure, and the risky policy provides the state-specific payoffs {v1, v2, ..., vn} with
probability {g1, g2, ..., gn}. The status quo Rj may be different by the agent, which is denoted by
the agent subscript j.

Major Comment: Timeline This paper studies the situation of the dichotomous voting, which
occurs, in reality, before the payoffs of the potential policy are realized. The timeline of this paper,
however, is different – voting occurs after the payoffs of the potential policy are realized, which is
not very realistic. I believe there are ways to alter the timeline so as to the costly learning occurs
before the state-specific payoffs being fully realized, in the meantime the analysis in the paper is
not altered too much. I suggest the authors write carefully to justify the timeline.

Major Comment: Interpretation of Structural Parameters There are three sets of key
structural parameters in this model: {v1, v2, ..., vn}, {g1, g2, ..., gn}, and Rj . In the Matĕjka and
McKay (2015)’s framework, there are two possibilities to interpret these structural parameters:
subjective and objective. In the beginning of the paper, it seems like all the parameters have
objective interpretations – {v1, v2, ..., vn} is the true state-specific realization value of the policy,
and {g1, g2, ..., gn} is the true ex-ante realization probability of the states. However, starting from
Definition 2 where the individual subscript is introduced to R and the expectation operator E, the
interpretation starts to be mixed.

My personal opinion is that this chapter could be more interesting if the authors push more
towards subjective interpretation of {g1, g2, ..., gn}. Although it may eventually end up being equiv-
alent to Rj being heterogenous, the interpretations of the results will be different and more inter-
esting.

Major Comment: Heterogeneity of Status Quo Option In Definition 2, the authors start
to introduce the heterogeneity in the status quo option Rj , which can be different by individuals.
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Rj is exogenous in the model, and the relative location between Rj and the realized payoff of the
risky option vk drives the whole polarization result (especially the sign of ∆ (s∗)).

My concern is that the location of this exogenous parameter is driving the entire result and
implications of the model. The natural question would be, then, what the distribution of Rj would
be. And, furthermore, the authors would be able to derive the conditions on the possible distribution
of Rj on the belief polarization. The distribution of Rj can be continuous, which possibly would
make the arguments more general and interesting.

Some Minor Comments

• The agents being risk-neutral has to be clearly stated in the setup part.

• The whole setup and argument is possible to be deployed only with three state-specific payoffs
{v1, v2, v3} (the authors indeed push towards this direction in the last half of the chapter), or
even two {v1, v2} with the possibility that Rj < v1 and Rj > v2. I would advise the authors
first analyze the simple case first, and then lay out the formal model.

• Figure 2.4 and the following arguments can be summarized by just one sentence: “∆ is affected
only by the relative location of R and v2, no matter what Ev is.” I think the authors should
clearly state this fact.

• The authors claim (p. 44) that “Interestingly, the difference in their opinions can become
higher if the information becomes cheaper to acquire.” Is there any formal proof for this
claim, not just numerical illustration in Section 2.4?

Chapter 3. “Attentional Role of Quota Implementation”

Summary This chapter studies the role of labor-market quotas where the decision maker is ratio-
nally inattentive. The exogenously imposed quota is modeled as being dictating an unconditional
choice probability in Matĕjka and McKay (2015)’s framework, and as a result, the conditional choice
probability expression departs from the original problem of MM.

The goal of this chapter could be a very interesting application of MM framework. However, I
find the current version of the chapter quite preliminary in terms of its exposition and writing. I
would be happy to see the next versions with more careful writing and clearer exposition.

Major Comment: Context-relevant Examples The authors motivate the whole problem and
deploy the subsequent arguments of quotas in the context of labor market. To that end, I would
expect the examples solved out in Section 3.3 and 3.4.3 be more closely related to the labor market
quotas. The current version seems to build up a simple example of two-alternatives with one being
risky option, which does not seem to be related with the labor market context, but more with
choosing between risky and risk-free assets (such as CAPM).
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Some Minor Comments

• One of the major results seems to be Proposition 7, the conditions under which the decision
maker always acquires costly information. However, it is not very well motivated why this
result is important, and under what context it is important and/or useful in the context of
(labor market) quotas.

• In Section 3.4.1, the authors take β → 0 “for simplicity.” However, how well it can be justified
for the social planner that the social planner does not consider the information cost? The
whole concept of the social planner thought experiment was to take account of everything
(in particular, the costs by every decision maker involved) to maximize the net benefit of the
society, isn’t it?
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