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1

Introduction

We study the collusion of firms with differential information. A game with
differential information consists of a finite number of firms, where each fum
is characterized by its strategy set, its payoff function, its private informa
tion (which is a partition of an exogeneously given probability measure
space) and a prior. When firms collude, they choose an output level that
maximizes joint expected profits. The information firms can use in the col
lusive agreement varies. Firms may pool their information, may use their
private information, or they may choose to use their common knowledge
information. Each type of information sharing yields different profits and
most importantly creates different incentives to the individual firms for
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