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Exogenous states inform ation and classical flexible choices

NI De-bingg TANG X iaow o
School of M anagement University of E lectron ic Science and Technology of China Chengdu 610054 Chna

Abstract This paper investates the canparate statics of decisbn makers’ fkxible choices derved according
to classicalmodels of flexble decisbnm aking w ith respect to observed exogenous states ( or nfom ation) and
applies this statics to reatoption model and dynam ic progranm ng The resu lis show that under same techn cal
assumptions the supemodularity of a decisbn maker s benefit function (which exh bits the canp lan entarity
feature beween the levels of flex bility of optmal choices and the rank ng of nfomatn in observed exogenous
states) mples that the higher the observed exogenous state is ranked themore flexible the altemative that the
decision maker chooses and that the submodularity of a benefit finction (which exhbits the poperty of sub-
stiuton betveen the levels of flexbility of optmal choices and the ranking of the nforation n observed exog
enous states ) inplies a negative link This paper canpiles related can parative-statics results which separately
exist n the lierature and then extends hem.

Key words  uncertanty . flexbilite flexible decisionmak ng,  canparative statics



