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Abstract

This paper provides axiomatic characterizations of two sorts of recursive stochastic
choice rules, where the agent makes his current decisions using a forward-looking value
function that takes into account his future randomizations. Both of the choice rules we
examine generalize logistic choice and are equivalent to it in static problems. The rules
differ in how the agent views future choice sets and how he views his future randomiza-
tions. One rule is equivalent to the discounted logit used in applied work, and exhibits
a “preference for flexibility;” the other is “error-averse” and penalizes the addition of

undesirable choices to a menu.

*We thank Steve Berry, Eddie Dekel, Glenn Ellison, Phil Haile, Ariel Pakes, Paulo Natenzon, Wolfgang
Pesendofer, and Satoru Takahashi for helpful comments and conversations, and Mira Frick for expert research
assistance. Parts of this research were conducted while D. Fudenberg was visiting the Cowles Foundation at
Yale, and T. Strzalecki was visiting the Institute for Advanced Studies at Hebrew University and then the
Cowles Foundation. We are grateful for their support and hospitality, and also that of NSF grants 0954162 and
1123729.

"Department of Economics, Harvard University. Email dfudenberg@harvard.edu
"Department of Economics, Harvard University. Email tomasz_strzalecki@harvard.edu



