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indications regret m
atters to life's m

ost im
portant decisions:

- deathbed reflections... if anticipated, m
ight have powerful

    im
pact on previous choices ... influence education, fam

ily
    form

ation, and... why not: 

So, how does regret influence behavior & outcom
es?

 W
e develop a general approach!



Key feature: To explore how
 regret influences 

strategic interaction one needs to consider a form
 of 

belief-dependent utility. R
eflect intuitively: 

- m
ental tim

e-travel and psychology of post-play rum
ination...

- pondering w
hat m

ight have been...
- beliefs form

ed at term
inal histories shape pangs of regret that are 

  then anticipated and reacted to earlier on!





not enough tim
e to present paper in full... i'll give you a utility 

function + a key result that has bearing on m
y focus today:



start w
 ex covered 

by the above prop:







C
lim

ate scientists: global w
arm

ing is anthropogenic ... carbon taxation could solve the problem
 

Skeptics: dispute that.... M
any folks are in betw

een, unsure about physics/policy im
pact.

W
ho w

ill support clim
ate action? V

an der Ploeg &
 Rezai (2019, EER) (vdP&

R) tackle issue 
from

 a variety of decision-theoretic angles. W
e apply our regret m

odel to their gam
e form

:

Player 1 -- unsure w
hether scientists or skeptics are right -- consider to price carbon (PC) or 

do nothing (D
N

). The chance m
ove reflects 1's state of m

ind; he assigns prob λ to scientists being 
right. If 1 chooses D

N
 and skeptics are right, then 1's (norm

alized) payoff is 0; c, "the costs of 
unnecessarily distorting energy decisions," is sm

all relative to b (w
hich reflects a catastrophe); 

finally, a < b  as PC reflects best policy in a w
arm

ing w
orld w

hile a > c "since pricing carbon 
w

ould not m
itigate all em

issions from
 now

 onw
ard and hum

an em
issions do not dam

age w
elfare 

if clim
ate deniers are right." (vdP&

R).



If 1 m
axim

izes expected payoffs then he prefers PC to D
N

 if λ>c/(b-a+c), and vice versa. If 
others are like him

, except that their (hom
egrow

n) param
eter values ( λ a b c) differ, w

e can 
divide the population into those w

ho choose (and presum
ably vote for) PC or those w

ho favor 
D

N
. W

e now
 ask how

 the size of these groups changes if voters are affected by regret, as w
e 

The gam
e is covered by the proposition I presented: 

 incorporating regret changes no conclusion! 



D
id w

e analyze the w
rong gam

e? It featured observable ow
n payoffs. W

hile that is a natural 
assum

ption in m
any econom

ic contexts, it need not be the case here: 1 m
ay not be able to 

distinguish w
here he gets -c and -a. Even if these num

bers differ, lots of realistic background 
noise is not incorporated, e.g., that the tem

p on earth is probably subject to random
 shocks that 

shroud the clarity w
ith w

hich the nodes can be distinguished. W
e get the gam

e to the right 
instead! Com

pare w
ith the previous exam

ple. C
onclusion: The higher is θ

1, the m
ore folks 

choose PC
.



1 m
ay not be able to distinguish the nodes w

here he gets -b and 0! ... m
ay appear im

plausible ...
b is m

uch larger than 0 ... BU
T: effects of clim

ate change m
ay take tim

e to realize. W
hile 1 m

ay 
(deeply) care about the difference -b vs 0, he m

ay  be dead w
hen Chance's choice is revealed! If 

so, w
e m

ove another step to the right. A
gain, regret w

on't influence the analysis (check!). Even if 
1 cares about the w

elfare of his offspring, he cannot experience regret after he dies, so regret has 
no effect. H

is offspring also cannot experience regret, since they did not m
ake the choice.

Is it really likely 1 w
ill be dead once the outcom

e w
ith -b is revealed? This m

ay actually depend 
on how

 m
uch longer 1 has to live! Perhaps, for young people m

iddle gam
e is relevant, w

hile for 
older people it's the rightm

ost one. Regret m
ay influence preferences differently dep on age!



  Tack för idag!
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