SUBJECTIVE CAUSALITY IN CHOICE*
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ABSTRACT. When making a decision based on observational data, a person’s choice
depends on her beliefs about which correlations reflect causality and which do not.
We model an agent who predicts the outcome of each available action from ob-
servational data using a subjective causal model represented by a directed acyclic
graph (DAG). An analyst can identify the agent’s DAG from her random choice
rule. Her choices reveal the chains of causal reasoning that she undertakes and the
confounding variables she adjusts for, and these objects pin down her model. When
her choices determine the data available, her behavior affects her inferences, which
in turn affect her choices. We provide necessary and sufficient conditions for testing

whether such an agent’s behavior is compatible with the model.

1. INTRODUCTION

When making a decision based on observational data, a person’s choice depends
on her beliefs about which correlations reflect causality and which do not. While
correlation is unambiguous, causality is inherently subjective. For instance, a positive
correlation between duration of hospitalization and risk of death may be causal if time
in the hospital increases one’s risk of catching an unrelated infection, or spurious if
both are caused by the severity of illness. The agent’s beliefs about causality affect
her behavior: she would be more reluctant to seek treatment if she believed the former

rather than the latter. In this paper, we develop a theory in which an analyst can
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TABLE 1. A (Partial) Dataset

healthy (N, = 36) diseased (Ny = 44) | Pr(healthy]|.)
no plaque, no tangles 18 12 0.6
plaque, no tangles 7 3 0.7
no plaque, tangles 2 8 0.2
plaque, tangles 9 21 0.3

Table describes a simulated dataset with 80 total patients. Column 2 (3) shows
the number of patients that are healthy (diseased) and have the characteristics in
Column 1. Column 3 shows the fraction of healthy patients having the characteristics
in Column 1.

use the agent’s behavior to identify her subjective causal model and to test whether

it is explained by misperceived causality.

To illustrate, consider a doctor (the agent) prescribing medical treatments for
Alzheimer’s disease. These treatments can affect the patients’ levels of two correlates,
amyloid plaques and neurofibrillary tangles, in addition to Alzheimer’s." The doctor
infers the effect of a drug using the dataset described in Table 1, as well as data
demonstrating that it unambiguously decreases the chance of plaque. She prescribes
the drug if she predicts that it leads to more healthy patients than doing nothing.
Plaque is unconditionally correlated with disease, but the correlation reverses if one
conditions on tangles. Therefore, the doctor’s prediction depends crucially on how
she interprets the data. If the doctor believes that tangles and health are endogenous
consequences of plaque, then she predicts that the drug would be more effective than
doing nothing. If she instead believes that tangles is an exogenous cause of plaque
and health, then she predicts that the drug increases her patient’s risk of disease. Our
results show how a drug company (the analyst) can reveal the doctor’s causal model

from how frequently she performs each treatment (behavior) given different datasets.

Following Pearl (1995) and Spiegler (2016), we study a decision maker (DM) who
makes predictions about her actions using a causal model described by a directed
acyclic graph (DAG). Each node in the graph is a variable, such as the treatment
and levels of plaque, tangles, and disease. Each edge represents a belief that one of
the variables directly causes another. DAGs allow for a flexible and non-parametric
representation of causal relationships. For example, they can represent a doctor who
L According to Wikipedia, Amyloid plaques are extracellular deposits of the amyloid beta protein, and

neurofibrillary tangles are aggregates of hyperphosphorylated tau protein. These are the primary
biomarkers of Alzheimer’s disease.
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believes either that tangles is an endogenous consequence of the drug (R in Figure
1) or that tangles may have affected the randomization into treatment and led to
spurious correlation between the plaque and health (@) in Figure 1). A random choice
rule records how often the DM takes each action after observing each dataset describ-
ing the joint distribution of variables and actions. The choice rule has a subjective
causality representation (SCR) if she acts as if she uses a fixed DAG to predict the
consequences of her actions, and then chooses the action with the highest predicted

utility most frequently.

FIGURE 1. Two Subjective Causal Models
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Our first main result reveals the DM’s subjective causal model, the variable she
cares about (the outcome), and her preferences from choices. Three features of the
causal model determine her predictions. Most crucially, her predictions depend on
the simplest ways in which she believes that her action can affect the outcome. These
causal chains correspond to the smallest paths in the DAG from the node representing
her action to that representing the outcome. For instance, the DAG R contains two
shortest paths, one from treatment to plaque to health and another from treatment
to tangles to health. This reflects Occam’s razor: more complex explanations im-
plied by simpler ones do not affect her predictions. Her predictions also depend on
any confounders: exogenous variables, such as tangles for model @), having a causal
consequence in common with the action. The DM adjusts her predictions to account
for spurious correlations that she thinks result from the confounders. Any two causal
models with the same confounders and the same simplest causal chains from either
the action or a confounder to the outcome lead to the same predictions. We show
that the analyst can reveal these features by observing how the DM’s choices change
with the dataset used, just as the DM’s choice between the drug and the status quo
revealed whether her model is R or @) in the illustration. Our identification works
regardless of and in complement to non-choice data about the DM’s model, such as

the timing of variables or pre-existing knowledge of perceptions of causality.
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In contrast to the large literature that empirically determines causality (e.g. Card
(1999)), the result identifies an agent’s perception of causal relationships. These per-
ceptions may affect the agent’s reaction to a policy change, and thereby that policy’s
effectiveness, even if they are not empirically valid. For instance, a firm that appears
reluctant to hire minority workers may dislike employing minorities even though they
are equally or more productive (taste-based discrimination). Alternatively, its reluc-
tance may be because minority-status is correlated with another attribute, such as
education, that the firm thinks affects productivity (statistical discrimination, per-
haps based on a wrong model and resulting in incorrect beliefs). Policies that attempt
to remedy the latter, such as affirmative action in university admissions or awarding

scholarships to minority students, may do nothing for the former.?

We then extend our model to datasets generated by the agent’s own (or others
with the same model’s) past behavior. Actions correspond to lotteries over the other
variables, and she uses the dataset formed by combining the frequency with which she
chooses each option and the resulting distribution over the other variables. The DM
chooses the action with the highest predicted expected utility plus a (extreme-valued)
shock. Her behavior may create a correlation between two variables that she misinter-
prets as a causal effect, feeding back into her predictions and thus her choices. While
such a feedback effect occurs in many studies of agents with misspecified models, e.g.
Esponda and Pouzo (2016), it has typically been absent in decision theoretic work on
misspecification despite its potential policy implications. For example, a firm might
incorrectly statistically discriminate against minority workers when it hires few of
them but not when it hires more. We show in Section 4 that the feedback effect al-
lows the model to accommodate a number of documented cognitive biases, including

selection neglect, illusion of control, status-quo, and congruence biases.

To illustrate, consider a firm who thinks that worker productivity is a function of
only education. If education is correlated with productivity for majority workers, but
not for minorities, then the perceived return to education increases with the fraction
of majority workers hired. This incentivizes the firm to hire the better-educated type
more frequently, potentially reinforcing the effect. While this allows the model to
accommodate the above biases, it leads to technical challenges for our analysis such as
violations of (the stochastic choice analog of) independence of irrelevant alternatives,

a necessary condition for a random utility model (RUM).

2See Lang and Kahn-Lang Spitzer (2020) for an overview of different types of race discrimination.
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Our second main result establishes how to test whether a random choice rule over
lotteries has an Endogenous SCR. We provide axioms that link the DM’s subjective
causal model, as inferred from our first result, to her behavior. Holding her predictions
about the outcome of actions constant, her behavior conforms closely to Logit with
an expected utility Luce index (henceforth, Logit-EU). Put another way, her choices
from a pair of menus are inconsistent with Logit-EU only when her inferences about
causal effects differ across the menus. For example, the axioms require that the DM
chooses two actions with the same relative frequency whenever she makes the same

prediction about their effect on the outcome.

A DM with an Endogenous SCR may predict a different distribution of out-
comes from taking an action than the analyst does. The result places testable re-
strictions on her behavior in spite of the information gap. Thus, it establishes that
subjective causality provides enough discipline on how her beliefs are distorted to be
testable; without any restrictions on belief distortion, testing would be impossible.
More broadly, this paper adapts decision theoretic methodology to identify and test
an agent’s subjective model of the world, as opposed to the usual exercise of identi-
fying and testing her preferences with a correct, or at least an agreed upon, model of
the world. We see this as a step toward providing testable implications for the grow-
ing literature studying agents with misspecified models, especially Spiegler (2016),
Eliaz et al. (2020), Spiegler (2020), and Schumacher and Thysen (2022), which all use

versions of the subjective causality representation.?

Related literature. Pearl (1995) argued for using and analyzing DAGs to under-
stand causality. A large literature (e.g., Cowell et al., 1999, Pearl, 2009) develops and
applies this approach for probabilistic and causal inference. Applied researchers use
DAGs to estimate the causal effect of interventions from observational datasets, e.g.
Tennant et al. (2020).*

Spiegler (2016) first modeled misspecified causal reasoning using DAGs, albeit
without axiomatic foundations. He illustrates that his model has the power to capture

a number of errors in reasoning, including reversed causality and omitted variables.

30ther models where misspecification leads to distorted beliefs include Esponda and Pouzo (2016),
Bohren and Hauser (2021), Frick et al. (2020), He (2022), Heidhues et al. (2018), Samuelson and
Mailath (2020), Montiel Olea et al. (2021), and Levy et al. (2022).

4 Imbens (2020) contrasts this with the potential outcomes approach and discusses why these meth-
ods have attracted more attention outside of economics than within it.
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Taken together, our results allow one to test the underlying assumptions of existing
work studying the effects of causal misperception. This growing literature has been
applied to monetary policy (Spiegler, 2020), political competition (Eliaz and Spiegler,
2020, Eliaz et al., 2022), communication (Eliaz et al., 2021), inference (Eliaz et al.,
2020), and contracting (Schumacher and Thysen, 2022). In both these papers and
the present one, the DM’s behavior results from using a DAG and observational data
to predict the outcome of her actions. Consequently, our results identifying the DAG

from behavior increase their applicability.

We follow Spiegler in focusing on how a DM with a subjective causal model
interprets data and on the feedback between her predictions and behavior. In contrast,
Schenone (2020) takes a more normative approach to causality. He considers a DM
who expresses preferences over act-causal-intervention pairs, and provides necessary
and sufficient conditions for her beliefs to result from applying the do-operator to
intervened variables for a fixed DAG and fixed prior. His analysis complements ours,
showing what is possible given rich variation in exogenous interventions and mappings
from variables to payoffs as opposed to rich variation in the data provided about the
available actions. In contrast to both these approaches, Alexander and Gilboa (2019)
model perceived causal relationships as reducing Kolmogorov complexity but do not

explicitly relate their notion to choice.

More generally, our paper is related to the decision theory literature studying
DMs who misperceive the world. Lipman (1999) studies a DM who may not under-
stand all the logical implications of information provided to her. Ellis and Piccione
(2017) develop a model where agents misperceive the correlation between actions. Ko-
chov (2018) models an agent who does not accurately foresee the future consequences
of her actions. Ke et al. (2020) study DMs who perceive lotteries through a neural
network. Ellis and Masatlioglu (2022) consider an agent who categorizes alternatives
based on the context, and the alternative’s categorization affects her evaluation (or
perception) thereof. Cerreia Viogolio et al. (2021) analyze a DM who considers sev-
eral misspecified models and makes decisions that take her lack of confidence in the
models into account. In all, the DM’s perception of an alternative is unaffected by

her behavior.

Finally, our paper also falls into the theoretical literature studying random choice.

We fall between two strands. The first seeks to use choice data to identify features
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of otherwise rational behavior, such as Gul and Pesendorfer (2006) identifying the
distribution of utility indexes, Lu (2016) identifying an agent’s private information,
and Apesteguia and Ballester (2018) studying comparative risk and time preferences.
The second interprets randomness as a result of boundedly rational behavior in ab-
stract environments, such as the Manzini and Mariotti (2014), Brady and Rehbeck
(2016), and Cattaneo et al. (2020) models of limited attention. This paper uses ran-
dom choice to identify features of explicitly boundedly-rational behavior. The only
other paper of which we are aware that uses stochastic choice to capture equilibrium
behavior is Chambers et al. (2022).

2. MODEL

2.1. Primitives. A DM chooses an action after observing a dataset q. A set X, hav-
ing at least two elements denotes the set of possible actions. Taking an action affects
the distribution of a random vector X = (X7, ..., X,,) taking values in [T} ; X; = X_o,
where X is a finite subset of R with at least two distinct elements for each i > 0. The
dataset ¢ informing her choice describes past (joint) realizations of X and actions,
with g(a, 1, ..., z,) representing frequency of observations of action a and X; = x;
for every i. Formally, ¢ is a distribution over X = & x X_ assigning positive prob-
ability to a finite set S, of actions and where, to avoid issues of updating on zero
probability events, g(a,x) > 0 for all z € X_y and a € S;; let Q be the set of such
datasets. We also make the simplifying assumption that the DM’s choice set equals
S,.° An important special case, formally studied in Section 4, is when the dataset ¢

is derived endogenously from the DM’s behavior.

The analyst observes a random choice rule p : X;xQ — [0, 1] where 3¢5 p(a,q) =
1 and p(a,q) = 0 for every a ¢ S,. The choice rule describes the DM’s behavior. The

probability she chooses action a given dataset ¢ is p(a, q).

We adopt the following notational conventions. For a set B, A(B) denotes the
set of finite-support probability measures on it. For a set J C N = {0,1,...,n},
Xy = [ljes &Xj, v; denotes the event {y € X' : y; = x; for all j € J} for any z € Ay
with J C J', and marg; p denotes the marginal distribution of p on X; when p €
A(Xy) for J C J'. With slight abuse of notation, we sometimes write z; instead of

5This avoids the DM having to form predictions about actions not in the dataset. One can easily
extend the model to choice from a known subset of S,.
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xgjy and xp for an arbitrary constant random variable. For p € A(X) and disjoint
sets A, B C N, write X4 1, Xp if p(vaup) = p(xa)p(zp) for all € X. Finally, for
p1,p2 € A(X;), say that p; (strictly) FOSD py if pi((—00,y)) < pa((—o0,y)) for all y
(without equality for some y).

2.2. Causal Graphs. We model perception of causality using a directed acyclic
graph (DAG) R over the set N. The DAG R is an acyclic binary relation, with
iRj denoting (i,7) € R and indicating that X; is a direct cause of X;. Visually, R
describes the set of directed edges in a graph with node set V.

The following terminology will be useful. The parents of i, denoted R(), are the
variables that directly cause X;. The node j is an ancestor of i, denoted j € Ag(1),
if there are iy,...,4,, € N so that jRi;RisR ... Ri,,Ri, and j is a descendant of i if
i € Agr(7). The tuple (4,7, k) is an R-v-collider if iRk, jRk, jRi, and i Rj.

We follow Pearl (1995) in assuming that if one intervenes to force X, to equal
o without observing the realization of any other variables, the DAG R predicts that
the random vector X equals x € X_ with probability

(1) qr(z | do(xo)) = f[q (2 | wr) )

given the dataset q. The intervention only affects the distribution of variables caused
by it, which in turn only affect variables caused by them. Equation (1) makes X;
is independent of X; conditional on Xpg(;) whenever j is not a descendant of 7. In
particular, the intervention does not change the distribution of its parents, even if they
are correlated with it. Given the DAGs in Figure 1 and a dataset ¢, qgo(zg|do(zo))
adjusts for the potential confounding effect of tangles, whereas qr(zy|do(x)) does

not.

2.3. Subjective Causality Representation. We consider a DM who cares about
the realization of only one of the variables, referred to as the outcome and labeled
n*. The other dimensions correspond to covariates that aid the DM in her inferences
about the distribution of the outcome from taking an action. The DM has a fixed
subjective causal model given by the DAG R. The DAG describes her beliefs about
the causal relationships between variables. It does not impose any restrictions on

the sign or the magnitude of the effects. She uses her dataset ¢ and R to predict
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the outcome distribution of each action. That is, she calculates the effect of the
intervention “take action a” according to Equation (1). Then, she chooses the action

with the largest predicted expected utility.

Our representation restricts attention to a nontrivial and perfect DAG. A DAG
R is nontrivial if 0 € Ag(n*) and perfect if there are no R-v-colliders. Neither places
any restrictions on the structure of ¢ but affects qg(:|do(a)). If R is trivial, then
qr(Tp
that the DM does not neglect the correlation between two variables used to predict

do(a)) is independent of a for every z € X and a € S,. A perfect DAG implies
the realization of another variable. We discuss perfection further in Section 2.5.

Definition 1. Choice rule p has a (perfect) subjective causality representation (SCR)
if there exists a (perfect,) nontrivial DAG R, index n* € N\{0}, and strictly increasing
u so that Uy(a) > Uy(b) for all b € S, <= p(a,q) > p(b,q) for all b € S,, where
Uy(c) = ) u(@n)ar(z | do(c)).
zeX_¢

Then, we say that (R, u,n*) represents p and that p has an SCR (R, u,n").

The DM’s most frequent choice, or choices, maximizes expected utility but with

a potentially incorrect prediction about the outcome distribution. She expects to

receive outcome x,,~ with probability gr(z,-|do(a)) if she takes action a.

2.4. Running Example. Throughout, we illustrate using the following example.
The random choice rule represents the frequency with which a doctor performs med-
ical treatments for Alzheimer’s disease on observationally identical patients. Each
treatment relates to three patient characteristics (variables): plaque build-up (in-
dexed by P = 1), tangles (indexed by 7" = 2), and long-term health status (indexed
by H = 3). The doctor only cares about her patients’ health. When choosing the
treatment, she does not know the characteristic of her patient, but she has access to a
dataset ¢ that contains the joint distributions of other patients’ treatments and char-
acteristics. The vector (a,xp,yr, zy) represents a patient who received treatment a,
has plaque level zp, tangle levels yr and health status zy, and q(a, zp, yr, zg) is the
frequency with which a patient with these characteristics and that treatment appears
in the dataset.
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F1GURE 3. Possible DAGs in the Running Example
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Figure 3 gives some possible DAGs, each representing a different theory of cau-
sation.® A doctor represented by Ry believes that the treatment directly influences
tangles, and that tangles, and tangles alone, causes Alzheimer’s. By contrast, one
represented by Rp., believes that both tangles and plaque cause disease, that both
the treatment and tangles cause plaque build-up, and that only the treatment causes
tangles. The DAG Rpc,, differs from Rpgyy, only in that tangles affects the choice of
treatment rather than vice versa. Both Rp., and Rpco, explain any dataset equally
well, but they may lead to opposite predictions about which action is better. While
they agree that the treatment does not directly affect health and that plaque buildup
depends on both the treatment and tangles, they disagree on whether tangles influ-
enced past treatment choices or past actions affected tangles. This may occur due to

a disagreement about when tangles is measured.

Consider the dataset ¢ described by Table 1 and where g(no plaque|a) = ¢(plaque|b) ~
1 so that g(tangles|a) ~ g(tangles|no plaque), g(tangles|b) =~ ¢(tangles|plaque), and
plaque is independent of tangles given treatment. Let 1 represent healthy, no plaque,

and no tangles, and 0 represent diseased, plaque, and tangles. If the DM is represented

SDAGs are common tools in applied health research; see Tennant et al. (2020) for a survey.
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by Rpown, then she takes action a since

QR0 (healthy|do(a)) = > q(r|a) [quplzT, 1H|yPaZT):|

z=0,1 y=0,1
3 1
zi*(l*.6+0*0.7)+z*(1*0.2+O*0.3):0.5

1 3
>0.4 = i 0.7+ i 0.3 = qry,,, (healthy|do(b)).

If she is instead represented by Rpco,, then she takes action b since

qRpe., (healthy|do(a) Z q(zr)

z=0,1 y=0,1

> alyplzr, a) (1H’yP7ZT>]

1
zf*(l*0.6+0*0.7)+§*(1*O.2+0*O.3) =04
1 1
<0.5 = 5 * 0.7+ 5 * 0.3 & qrpe,, (healthy|do(D)).
The expression gg,..,, (healthy|do(a)) treats tangles as an exogenous confounder af-
fecting both the treatment and plaque buildup, but gg,,,, (healthy|do(a)) treats it as

an endogenous consequence of the action.

2.5. Remarks on the Model. The agent is dogmatic about her model R, in that
she does not consider switching models because of her dataset. This conforms with
evidence from psychology that, as summarized by Sloman (2005, p. 107), “causal
explanations quickly become independent of the data from which they are derived.”
We view our setting as one in which the DM has already formulated her model,
perhaps from past experience or earlier data, and does not deviate from it on the
basis of the present dataset.

We focus on perfect DAGs for philosophical and psychological reasons. Perfection
limits how wrong the DM’s predictions can be, as it ensures that the DM correctly
predicts the marginal distribution of individual variables. Psychology experiments
(Lombrozo, 2007, Pacer and Lombrozo, 2017) indicate a preference for stories with
fewer unexplained variables, and a perfect DAG has exactly one unexplained variable.
Moreover, perfect DAGs are widely applied. Most of the literature following Spiegler
(2016) uses perfect subjective DAGs. The first step of many algorithms using DAGs
is to make the DAG perfect if it is not already (e.g. Chapter 6 of Cowell et al. (1999)).

Natural procedures, such as extrapolating from multiple datasets by filling in missing
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correlations to maximize entropy, can be represented as coming from a perfect DAG
(Spiegler, 2017).

The ideas behind our identification results apply to imperfect DAGs as well. V-
colliders introduce complications similar to confounding variables (defined formally
in the next section). Confounders can be treated as v-colliders with the action.
However, any v-collider ancestral to the outcome affects the DM’s prediction, even
if it is exogenous and far removed from the variables that she thinks her action can
affect. While tedious, these can be identified from the DM’s behavior in a similar

manner.

Our identification results only require that the DM’s most frequent choices max-
imizes perceived expected utility. This allows application to several different choice
procedures. Of particular interest are the following three. First, p(-,q) equals the
uniform distribution on arg maxg, Uy(-). This nests deterministic choice with ¢(S;) =
suppp(+, q). Second, p(a,q) equals Pr({e : U,(a) + e, > U,(b) + ¢, Vb € S,}) where
{ei}ies, are independent and identically distributed. This includes Logit and Probit
for particular distributions of ¢;. Our endogenous dataset results focus on Logit so
that all actions are chosen with positive probability. Third, p(a, q) > % if and only if
U,(a) > U,(b) when X, = {a,b}.

We assume that that the agent cares about influencing a single random variable.
Our results immediately extend to multiple outcomes provided that they are all di-
rectly causally related to one another. Otherwise, the paths between the outcomes

may also matter. We leave this as an open question for future work.

3. REVEALING THE SUBJECTIVE CAUSAL MODEL

We show that three features of the DAG R affect her predictions: its minimal
active paths (MAPs) from the action to the outcome, confounders, and MAPs from

confounders to the outcome.

A confounder is a variable that the DM thinks may affect the relationship between
her action and another variable. The node ¢* is an R-confounder if i* R0, ORIl and
i*RI for some | € Ar(n*) U {n*}. Tangles is a Rpcon-confounder but not an Rp,,-

confounder.
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A directed path in the DAG captures a chain of causal reasoning, and a MAP
is a chain that cannot be made shorter by omitting variables. The finite sequence
(ig,. .., 0m) of nodes is an R-MAP from ig to iy, if i;Riy if and only if k = j+1 and ¢
is an R-confounder or 0 only if j = 0. The path (0, P, H) is both an Rp.,-MAP and
an Rpcon-MAP, (0,7, H) is an Rpyp-MAP but not an Rpco,-MAP, and (0,7, P, H)
is neither an Rp,,-MAP nor an Rpc,,-MAP.

Theorem 1. Let p have a perfect SCR (R,u,n*) and R’ be a perfect DAG. Then, p
has an SCR (R, u,n™) if and only if n* = n"*, R and R' have the same confounders,

and R and R’ have the same MAPs from a confounder or 0 to n*.

Theorem 1 shows that the identity of the outcome, the variables that may have
affected the relationship between the action and another variable, and the simplest
causal mechanisms determine her predictions. As in the running example, the DM
adjusts for confounders when forming her prediction, and different confounders, or
paths from confounders to the outcome, lead to different adjustments and thus differ-
ent behavior. Paths from her action to the outcome represent the direct and indirect
ways that she thinks her action could affect her payoff. Different paths correspond
to different mechanisms, and DMs who disagree on the mechanisms make different

choices.

However, only disagreements about the MAPs matter. Because a MAP cannot
be made shorter, it represents one of the simplest causal mechanisms. The result thus
provides a version of Occam’s razor: the simplest ways in which the DM thinks her
action (or a confounder) can affect the outcome determine her choices. For instance,
a DM represented by Rp behaves identically to one represented by 0 — P — H even
though Rp contains the additional path (0, P, T, H). The latter path captures a belief
that the effect of plaque on health is partly due to its effect on tangles. This does
not affect her estimate of plaque’s total effect on health. Since she does not think
that her action directly affects tangles, she makes the same prediction with either of
the two DAGs. Mathematically, tangles’ effect on health integrates out through the

identity >, cx, ¢(xulyr, zp)q(yr|zp) = q(za|zp).

The result has two immediate implications that allow us to simplify the set of
DAGs considered. First, only relationships between variables that appear in at least
one R-MAP affect the DM’s behavior. In particular, any variables that she thinks

are caused by the outcome are inconsequential for her behavior. Second, the chains
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of causality involving such variables determine all other causal relationships. While
there may be edges not in an R-MAP, their existence and direction can either be

determined from the R-MAPs or are immaterial to the DM’s choices.

Remark 1. If p has SCRs (R, u,n*) and (R, v/, n*), then there exists a > 0 and /3 so
that u(z) = au/(z) 4 f for every z € X,,~. The exact form of the converse depends on
how much structure one puts on the random choice rule. For instance, the converse
holds if p(-, ¢) is uniformly distributed on arg maxg, U,(-) and holds with a = 1 if p(-)
is Logit or Probit.

3.1. Intuition without confounders. We first provide an intuition for the result in
the case with no confounders. Then, the result says that two DMs with SCRs behave
identically if and only if they have the same tastes, care about the same outcome n*,
and their DAGs have the same MAPs from 0 to n*.

Sufficiency is illustrated above for the case of Rp and 0 — P — H. The proof
extends this logic using a tool from the Bayesian networks literature known as a
junction tree (e.g. Cowell et al. (1999)) to transform a perfect DAG with many
paths to one with a single path but where nodes are sets of variables. We show an
equivalence between the path in the junction tree to minimal active paths in the
underlying DAG. Then, the logic above applies: only variables in the path between

the action and the outcome matter.

We now show how one can identify the R-MAPs from behavior. Observe that
when a variable is independent of its parents, the DM estimates their causal effect
on it to be zero. By making certain sets of variables independent of all others, the

analyst can tease out her DAG using this observation.

Definition 2. A subset A C N of variables is a p-separator if p(a,q) = p(b, q) for
every ¢ such that X, L, X4c and all a,b € S, .

A set A of variables is a p-separator if the DM is indifferent between her available
actions whenever X 4 is independent of the other variables in her data. That is, she
predicts that there is no relationship between her action and the outcome whenever
there is no relationship between the variables indexed by A and the others. When
using this definition or Definition 3, we omit “p-” when the choice rule is clear from

context.
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Lemma 1. If p has an SCR (R,u,n*), then A C N is a p-separator if and only if
every R-MAP from O to n* intersects A.

To illustrate, consider a doctor who is equally likely to prescribe every treatment
whenever plaque build-up is independent of the other variables, i.e. {P} separates.
When one action is correlated with better health and tangles and the other is not,
she is nevertheless indifferent, revealing that she does not take these correlations into

account. Therefore, every causal chain in her DAG includes plaque.

In some cases, we can recover the R-MAPs from the separators alone. For ex-
ample, (0,n*) is the only R-MAP if and only if every separator contains 0 or n*.
In general, one needs to know more than the separators to recover R. For instance,
every non-empty subset of {0, H, T, P} is a p-separator if p is represented by either

RTP or RPT'

When the smallest (by set inclusion) separators are mutually disjoint, then ev-
ery R-MAP from the action to outcome contains exactly one index from each of
them. Intuitively, the path must contain at least one from every minimal separator
by Lemma 1, and if it contained more from a given separator, then the path could
be made shorter by omitting one of them. In general, the minimal separators are not
disjoint. Then, the variables that make up an R-MAP correspond to a selection from
the p-separators, a C-minimal set J C N so that J intersects every p-separator. Sim-
ilar logic applies. The path must contain at least one from every minimal separator
but cannot contain too many from any of them. Note that {0} and {n*} are always

separators, so every selection from the separators includes both 0 and n*.

Definition 3. For a selection J from the p-separators, ¢ € J is adjacent to j € J if
Xy L, Xje and X; L, X; implies p(a, Sy) = p(b, Sy) for a,b € S,.

When X; L, X, the only variables relevant for the DM’s choice given ¢ are
those indexed by J. The DM believes that every variable in the selection (except her
action) is caused by exactly one of the others. If she thinks that X; causes X; (or
vice versa) and X; L, X, then she estimates its causal effect to be zero and thus
predicts that her action has no direct or indirect effect the outcome. Therefore when
i is adjacent j for a selection, the DM believes that either X; causes X; or X; causes
X;.
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Lemma 2. If p has a perfect SCR (R,u,n*), then (ig,...,iy) is an R-MAP from 0
to n* if and only if {io,...,in} is a selection from the p-separators, ig = 0, and i; is

p-adjacent to i1 for all j.

The lemma characterizes the R-MAPs via adjacency, and also identifies n* as the
element of {1,...,n} adjacent to exactly one variable in every selection. Consider
a doctor represented by Rpr. There is a unique selection from the separators, J =
{0, P, T, H}. If tangles are independent of health, then the doctor thinks that each
treatment is equally effective since she believes that tangles are the only cause of
Alzheimer’s. She is equally likely to prescribe any treatment, regardless of the true
relationship between her action and health. Thus, we conclude that 7T is adjacent to
H. On the contrary, the doctor may think one drug is superior even when plaque is
independent of health. For instance, if tangles occur if and only if health is bad and
there is no plaque build-up, then tangles are negatively correlated with both plaque
and health even when they are independent of each other. Therefore, the doctor
thinks that the drug leading to a lower chance of plaque build-up is best, and we
conclude that P is not adjacent to H. By similar logic, P is adjacent to 7', and 0 is
adjacent to P.

3.2. Intuition with confounders. When the DM believes there are confounding
variables, all representations must in addition have the same confounders and the
same minimal causal chains from each confounder to the outcome. For instance, a
doctor represented by Rp makes different choices than one represented by Rpcon
even though (0, P, H) is the only Rp- or Rpco,-MAP from 0 to H. The former has
no confounders, and T is an Rpcon-confounder.” Moreover, doctors represented by
Reon and Rpco, also behave differently because (T, H) is an Rpco,-MAP but not an
Reon-MAP.

To identify the presence of confounders in the DM’s causal model, we observe
that in their absence only the distribution over variables involved in a causal chain
from 0 to n* affects the DM’s choices. If the action is independent of all variables
involved in any causal chain from 0 to n* and the DM is not indifferent between all
of her actions, then her causal model contains at least one confounder.® Formally, if

*

7* is not part of any selection from the p-separators, then ¢* is a revealed confounder

"For the dataset ¢ and ¢ = a,b in Section 2.4, qr, (1g|do(c)) = qrp,,, (1z|do(c)).
8Lemma 2 still applies, so we can identify the R-MAPs from 0 to n* using it.
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if the DM expresses a strict preference between two action for some dataset where
every variable except ¢* is independent of her action. We show that the revealed
confounders must be confounders in the DM’s DAG. We then extend the procedure

above to identify the MAPs from each revealed confounder to the outcome.

3.3. Finite observations. The DM’s DAG can be revealed using choices from a
finite number of carefully constructed datasets. Given a set A, we construct a dataset
so that DM’s choices when facing it reveal whether or not A separates. As there are
a finite number of variables, we can reveal all the separators from a finite number of
datasets. Then, given a selection from the separators J and two variables i,j € J,

we construct another dataset that reveals whether or not ¢ is adjacent to j.

To state the result, let £ and z be such that z; = max X; and z; = min &X;. A

dataset ¢ has {7, j}-MLRP if S, = {a, b} and 35?1% > ZE?:% when z > 2’ and y' > y,
ily; ilY;

without equality for at least one (z, 2, y,4') and where “a > b” is taken to be true.

Proposition 1. Let p have a perfect, unconfounded SCR (R,u,n*) and S, = {a,b}.

(1) If0 ¢ A, X4 L, Xac, and q(Zac|a),q(z4:|b) > 6, then p(a,q) = p(b,q) if and
. o 9—1/n
only if A p-separates, where § = @0 @)
(ii) For a selection I from the separators and distincti,j € I, if g has {i',j'}-MLRP
for all distinct 7', j' € I s.t. {',5'} # {t,7}, X1 Ly Xpe, and X; L, X;, then

pla,q) = p(b,q) if and only if i is p-adjacent to j.

If a set A separates, then the DM chooses every action in her choice set with
equal probability. Otherwise, there is an R-MAP between the action and outcome
that does not intersect A. When the highest and lowest realizations are sufficiently
strongly correlated with each other outside of A, the DM predicts that action a leads

to a better outcome than does b.

If the two variables are adjacent, then X; 1, X and X; 1, X; imply that
the DM chooses both actions with equal probability. If not, then under the MLRP
condition, every pair of variables except ¢ and j is positively correlated with each
other. As a consequence, the DM infers that all the causal effects between variables
in I are positive. Therefore, she predicts that a leads to a strictly better outcome

than does b whenever 7 does not cause j or vice versa.
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A similar approach can be used when the DAG contains confounders. However,
one needs additional structure on the datasets to ensure that the perceived correlation

remains even after controlling for the perceived endogeneity.

4. ENDOGENOUS DATASETS

The next two sections study the special case where the dataset ¢ is derived en-
dogenously from the DM’s behavior. This section generalizes the model from Section
2 to accommodate an endogenous dataset. The next characterizes the random choice

rules that have a subjective causality representation.

Consider a situation where the dataset utilized by the DM to make her predictions
is generated by her own behavior as in Spiegler (2016). To model this, we take as
given a function ¢ that maps each action to the full-support lottery over X, that
results from taking the action. The mapping ( should be interpreted as known to the
analyst but not the DM, who leverages her causal model to learn it. We assume that
¢ and A&} are rich enough that there is at least one action corresponding to every such

lottery, and to economize on notation, we write a(x) instead of ((a)(x).

Let S be the set of finite subsets of Xy. Then, a random choice rule p : Xy xS —
[0,1] where > cqp(a,S) = 1 and p(a,S) = 0 for every a ¢ S describes the DM’s
choices. The DM’s dataset when facing menu S is p° where

p%(a,y) = p(a, S)a(y) for all a € X, and y € X_,.

The dataset p° combines the lottery that results from taking action a with the fre-
quency that a is chosen, p(a,S). Note that p(-,S) is a distribution over actions
whereas p° is a distribution over X’

Definition 4. Choice rule p has an Endogenous Subjective Causality Representation
if there exists a perfect, nontrivial, unconfounded DAG R, an index n*, and a strictly
increasing u : X~ — R so that

exp (erx,o u(z,) pf(2|do(a) )
Swes oD (Loex, e )pfi(zldo(a)))
for every S € S and a € S. Then, we say that p has an Endogenous SCR (R, u,n").

pla,S) =
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As before, the DM uses her model R to form predictions about the outcomes
of each potential action. However, the dataset p° that she uses to estimate each
of the causal effects varies with how often she chooses each of the actions. Note
that p(a,S) = Pr({e : U,s(a) + e, > U,s(b) + ¢, for all b € S}) when {e}res are dis-
tributed independently and extreme value. Moreover, the representation is a personal
equilibrium (Ké&szegi and Rabin, 2006): the DM maximizes expected utility given her
beliefs, which in turn depend on her choices. It is easy to show that an equilibrium
exists for any S € S using Brouwer’s fixed point theorem. For menus with more than

one equilibrium, we place no restrictions on which is selected.

Remark 2. Random choice plays two roles. First, p(a,S) > 0 for all a € 5, so
predictions about every action are well-defined. Second, Spiegler (2016) shows that

“pure” equilibria may not exist, even after defining beliefs about unchosen actions.

Remark 3. We adopt the exponential function for concreteness and applicability. Our

results adapt to any other strictly increasing and positive function.

Remark 4. A confounded DAG would represent a DM who believes that a variable

whose realization she does not observe affects her choices.

The DM’s behavior may endogenously create correlations that she misinterprets
as causation. Fundamentally, the DM neglects the effect of her choices on her data.’
This leads to two key technical challenges. First, the DM may violate reqularity, a
property necessary for representation by a random utility model (RUM). Second, her
behavior may be self-confirming: because she chooses a frequently, she thinks it is
better than b, but she would reverse her ranking if she chose b more frequently. These
features allow the model to accommodate a number of biases documented in the
psychology literature, including violations of independence of irrelevant alternatives,
illusion of control, status-quo bias, and congruence bias. We illustrate these challenges

using a doctor in the running example whose behavior has an Endogenous SCR
(Rp,u, H) and where &; = {0,1} for i = P, T, H.

4.1. Regularity violation. An Endogenous SCR may violate regularity, the require-
ment that p(a,S) > p(a,S") whenever a € S C §'. Consequently, the class of choice
rules with an SCR and those with a RUM do not coincide. By contrast, many models

9Esponda and Vespa (2018) experimentally document selection neglect, and Denrell (2018) provides
a recent survey of evidence for it in managers.
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of behavior interpreted as irrational are RUMs, such as the model of limited attention
due to Manzini and Mariotti (2014).

To illustrate why regularity may be violated, consider three treatment options,

t, 7, v, that are equally likely to lead to good health. Plaque and health are inde-
pendent after undergoing treatment ¢, positively correlated under treatment 7, and
negatively correlated under treatment v. When the doctor decides between only ¢
and 7, plaque buildup is necessarily positively correlated with good health. As she
mistakes the correlation for causation, this makes treatments that are more likely to
lead to plaque buildup more attractive. However, when she chooses between all three
treatments, the patients to whom she prescribes ¥ may cancel out or even reverse the
perceived positive effect of plaque on health. When this effect is strong enough, she
chooses the treatment with a lower probability of plaque buildup more frequently.
Formally, suppose that ¢(1p,1y) = ¢(1p,0g) = %, 7(0p,0y) = 7(lp, 1) = %,
v(1p,0y) = v(0p,1x) = 3, w(0) = 0, and u(l) = 6."° One can verify that for
S ={,7} €8 = {n,v,7}, we have p(m,S) < 3 = p(m,5’), a violation of regular-
ity 1112
While the violations of regularity allow the model to accommodate phenomena
like the decoy effect, the failure stems from faulty reasoning. The above doctor
overestimates her ability to control events, or exhibits illusion of control (Langer,
1975). Her choices do not affect health, yet she would be willing to pay a premium
to choose one treatment over another. Moreover, she also exhibits “patternicity”
(Shermer, 1998) in that she perceives a pattern, namely that using ¢ leads to better

health, where none exist.

4.2. Self-confirming choices. As illustrated above, the outcome that the DM ex-
pects to get from an action may depend on how frequently she chooses it. She may
predict that one action is better than another only if she chooses it sufficiently fre-
quently. This can lead to multiple personal equilibria. Suppose that treatment b

prevents the disease but often leads to plaque buildup, and that treatment a leads

10The distribution of tangles does not affect behavior, so we leave it unspecified.

Hgee Appendix B.1 for the derivation.

12We note that S,8" ¢ S, so this example, and that in the next subsection, are technically outside
our domain. At the cost of complicating the algebra and obscuring the logic, they can be made
consistent with our assumptions by replacing each action ¢ with ¢/ = (1 — €)c + ed where € > 0 is

small enough and d(y) = § for each y € {0,1}%.
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to frequent disease but rare plaque buildup that only occurs when the patient is
sick. When the doctor rarely prescribes treatment b, low plaque buildup is mis-
takenly believed to increase the chance of good health. Consequently, prescribing
b, which raises their plaque, seems like a bad idea. Symmetrically, when she usu-
ally prescribes b, she predicts that a leads to a lower chance of good health because
plaque buildup is negatively correlated with disease. Formally, let b(1p,1y) = 1,
a(0p,1y) = 3q, a(0p,04) = (1 — gq), and a(1p,0y) = & where ¢ € (0,1). When
u(0) = 0 and wu(1) = 30, one can verify that p(a,{a,b}) ~ .34, p(a,{a,b}) =~ 0.02,

313

and p(a, {a,b}) ~ 0.99 are all equilibria when ¢ = §.

Interpreting the choices as the steady state of a learning process, such a DM ex-
hibits status quo bias (Samuelson and Zeckhauser, 1988), a tendency toward “main-
taining one’s current or previous decision,” and congruence bias (Wason, 1960) by

failing to test the alternative hypothesis that the drug is better than not intervening.

5. BEHAVIORAL FOUNDATIONS

We now turn to the behavioral regularities that characterize the random choice
rules with an Endogenous SCR. We first identify a candidate causal model for the
DM. To this end, Section 5.1 adapts the techniques developed in Section 3 to the
current setting. The axioms relate the predictions implied by the causal model to the
DM’s choices. Section 5.2 presents some familiar axioms. Section 5.3 first illustrates
our approach by characterizing the choices of a doctor in the running example with

model Rp. Section 5.4 presents the axiomatization for the general case.

5.1. Identification. The results in Section 3 generalize with minor modification.
Applying the results requires constructing a menu S for which X4 1 ,s Xp. When
0¢ A, X4 1,5 Xp whenever marg, a = marg, b for all a,b € S and X, L, Xp for

all @ € S. This allows easy application of Proposition 1 to reveal following from p.
Definition 5. The set of minimal p-separators is
A? = {A C N : Ais a minimal set that p-separates}.

We say that A € A” is adjacent to B € A”, written A x? B, if every k € A\ B is
p-adjacent to every [ € B\ A and A # B.

13gee Appendix B.2 for the derivation.
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Both the set .A” and the relation o<” can be determined by observing p from a fi-
nite number of menus using Proposition 1. Together with the dataset, they determine

the DM’s predictions about her actions.

Proposition 2. If p has an Endogenous SCR (R,u,n*), then A” can be ordered
AP ={A}, ... A2} where A7 = {0}, A2, = {n*}, and for every i =1,2,...,m, A is
p-adjacent to AL if and only if j € {i+1,i — 1}. Moreover, for any dataset q

(2) g (zne

do(zg)) = > ¢ (a:n

yEXuf’i_lA’.’
=2 i

var_ ) nﬁg ¢ (var,, lyae) a (vaglao) -
1=2

Proposition 2 reveals the DM’s predictions from the minimal separators and ad-
jacency. Consider j € A7, ;\ A7. The result shows that kRj for every k € A7 and that,
by perfection, either jRK' or k'Rj for every other k' € A? | \ A?. However, which of
the two holds is immaterial for the DM’s predictions. By focusing on the relationship
between the variables in A7, and those in Af, we sidestep any indeterminacy in her

model.

Given Theorem 1, A” and ” determine the R-MAPs for any R that represents p.
This reveals the set of DAGs that could potentially represent it. Our axiomatization
exploits this by identifying their implications for choice and requiring that the DM

does not deviate from them.

5.2. Basic axioms. The first two axioms are standard, and we present them with
minimal discussion. The first requires that the DM chooses every action with positive

probability.

Axiom 1 (Full-support). For any S € § and a € 5, p(a,S) > 0.

The second limits the perceived difference between any two options.

pla,S)

o(b5) 1 finite.

Axiom 2 (Bounded Misperception). The quantity supg, g

The relative frequency with which the DM takes two actions, their Luce ratio,
indicates the strength of her preference. Since the set of outcomes is finite, there is a
best and worst outcome. These provide a natural limit to how much she prefers one
action to another, which bounds the Luce ratio. The axiom thus bounds the size of
the mistakes that the DM can make.
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5.3. Foundations - special case. This subsection specializes the remaining axioms
to a doctor represent by Rp. The first requires that Rp is a candidate for her DAG.

Axiom (CRC*). The set of minimal separators A” equals {{0},{P},{H}}. More-
over, {0} and {H} are both adjacent to { P} and only to {P}.

Since {0}, {P},{H} € A?, every R-MAP of must include 0, P, and H. Further,
as { P} is adjacent to both {0} and {H}, there is a single R-MAP (0, P, H). Finally,
since H is furthest from 0 in the R-MAP, this reveals that the doctor cares only about
health.

Second, the doctor treats plaque as a sufficient statistic for health.

Axiom (I5*). For a,b € S € S, if margp a = margp b, then p(a, S) = p(b, S).

According to Rp, any treatments that lead to the same chance of plaque buildup
also have the same chance of good health. Therefore, if two treatments lead to the
same marginal distribution over plaque, then the doctor is equally likely to choose

either, regardless of any other difference between them.

Third, she chooses similarly when she makes similar predictions.

Axiom (LCI*). For any S, S;,Ss,--- € S with a,b € S,,, NS for each m:

p(a,Sm) N p(a,S)

if p5m (zy|zp) — p° (xy|zp) for all x € X, then e~ LGy

The Logit model is characterized by Luce’s Choice Axiom (Luce, 1959), which

requires that ’; ((Zg,/; = Z((Z:Z; whenever a,b € SN S’. LCI* requires that the Choice

Axiom holds when the DM makes the same predictions for a and b whether she faces

S or S’. The doctor thinks that distribution of health conditional on plaque equals
the causal effect of plaque on health. If this distribution is the same for pt and p°,
then the doctor makes the same predictions about the effect of each treatment when
facing either S; or S. Hence, she should consistently evaluate them, in the sense that

Luce’s choice axiom should hold for S; and S. Indeed, letting S,,, = S; for all m, the

p(a,Sl) — p(a,S)
p(b,S1) p(b,s) ’
Moreover, the Luce ratio should be “almost” the same whenever these conditional

axiom implies that if pt (zy|zp) = p¥(zg|rp) for all z € X_g, then

probabilities are “close.”

Finally, she behaves as if Logit-EU when her dataset is consistent with Rp.
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Axiom (CPL*). There exists a increasing u : Xy — R so that

p(a,S) = xp (erx_o u(a:H)a(x))
2 bes €Xp (Zme)(,o u(xH)b(x))

whenever b(yy,yp) = b(yp)a(yulyp) for all y € X_p and a,b € 5.

When health is in fact independent of the treatment given plaque, the DM makes

correct predictions. Hence, she should behave according to Logit-EU.

These axioms hold if and only if the doctor has an SCR with DAG Rp.

Corollary 1. The choice rule p satisfies Full-support, Bounded Misperception, CRC*,
I5%, LCI*, and CPL* if and only if p has an Endogenous SCR (Rp,u, H).

The result is a corollary of Theorem 2, and so we defer discussion until then.

5.4. Foundations - general case. We now present the axioms for an arbitrary
DAG. To simplify the statement in the general case, we take the outcome n* to be

known.

The third axiom ensures that we can find a candidate for the DM’s DAG.

Axiom 3 (Consistent Revealed Causes, CRC). The sets {0}, {n*} € A”. Moreover,
(i) for any distinct Aq,..., Ay € A? with k > 3, if A; is p-adjacent to A,y for all
i < k, then Aj is not p-adjacent to Ajy;
(ii) [{A" € A7 : A’ is p-adjacent to A}| =1 for each A € {{0},{n*}}; and
(iii) [{A" € A7 : A" is p-adjacent to A}| = 2 for each A € A?\ {{0}, {n*}}.

First, both the action and the outcome separate. Second, there are no cycles
of causes. Since we infer causality from adjacency, this requires that the adjacency
relation has no cycles except those caused by symmetry. Finally, each separator is
adjacent to the correct number of others according to Proposition 2. When |A?| < 4,

condition (i) is redundant given (ii) and (iii).
Lemma 3. Aziom 3 holds if and only if AP can be ordered AP = {Al,..., A"} where

A7 = {0}, A, = {n*}, and for everyi = 1,2,...,m, A} is p-adjacent to A} if and
only if j € {i+1,i—1}.
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Given Proposition 2, Lemma 3 shows that we can infer what a DM with an
Endogenoenous SCR would predict whenever p satisfies Axiom 3. This will be useful
in that the remaining axioms relate the DM’s inferences about causal effects to her

choices.

The fourth axiom requires that if the DM predicts two actions lead to the same

outcome distribution, then she chooses each with the same probability.

Axiom 4 (Indifferent If Identical Immediate Implications, 15). For a,b € S € S, if
A € A is p-adjacent to {0} and marg, a = marg, b, then p(a, S) = p(b, S).

The covariates directly caused by the action are a sufficient statistic for the
DM'’s prediction of the outcome distribution. Whenever two actions lead to the same
distribution over these covariates, she predicts that they lead to the same outcome
distribution. She is therefore indifferent between any two actions with identical im-
mediate implications. The axiom only considers the marginal distributions on X 4 of
a and b, remaining agnostic about their distribution on other variables and any other

available actions.

The fifth axiom ensures that if she makes similar predictions in two contexts,

then she makes similar choices when facing them.

Axiom 5 (Luce’s Choice Axiom Given Inferences, LCI).
For any S,S51,S5,,--- € § with a,b € S, NS for each m, if

P (wag laz) = 0% (vag, luar)

p(a,Sm)

p(a,S)

p(b,9)"

for every y € X g and i = 2,...,|A”| — 1, then

LCI relates the DM’s inferences about the causal effects to her choices. As per
Equation (2), the axiom’s hypothesis ensures that her predictions about the outcome
of a and b from p° are close to those from p° for large m. If that is the case, then
LCI requires that their Luce ratio from .5, is close to their Luce ratio from S. By
taking S7 = 5,, for all m, we see that LCI implies that if her inferences are the same,

then their Luce ratio is the same.

The next definition identifies a set of menus for which the DM’s predictions about

the outcome of each action is correct.
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Definition 6. A menu S € S leads to correct predictions if

|AP|—1

b () = ag) TT (o o).

for every a,b € S and y € X_.

From Equation (2), we see that only the set of variables indexed by UL’;‘Z' A? are
relevant for the DM’s predictions, and that the DM thinks that any variable in Af,,
is independent of any in UJ,_} A} conditional on those indexed by A?. A correctly
perceived menu satisfies these conditional independences, so her prediction of the

distribution of all relevant variables, including the outcome, is correct.

The DM behaves in a standard fashion when her predictions are correct.

Axiom 6 (Correct Predictions Logit-EU, CPL). There exists a strictly increasing u
exp (Zzex_o u (T, * )a(a:))
ZbES exp (ZzEX_O u(@p )b(z)

so that p(a, S) = ) for any a € S whenever S leads to correct

predictions.

If S leads to correct predictions, then every conditional independence assumption
implied by her causal model holds in p°. Hence, her predictions about each of the
actions are correct. She should therefore behave according to Logit-EU. This axiom
can be replaced by assuming that analogues of the independence, monotonicity, and
continuity axioms hold for correctly perceived menus; see the online appendix for
details.

Theorem 2. A random choice rule p has an Endogenous SCR if and only if p satisfies
Full-support, Bounded Misperception, CRC, 15, LCI, and CPL.

The result highlights the connection between SCR and the Logit-EU model. No-
tice that if A? = {{0}, {n*}} and p satisfies Axioms 1-6, then the choice rule has a
Logit-EU representation. The axioms relate deviations from Logit-EU to inconsis-
tent predictions about causal effects. I5 says that two alternatives are chosen with
same probability whenever they coincide on the distribution of variables the action
is revealed to cause, whereas Logit-EU requires coincidence on the outcome distribu-
tion. LCI requires that the Luce ratio is constant only when predictions are constant,
whereas Logit-EU requires it to be constant across all menus. CPL limits deviations

from Logit-EU to situations where the DM’s predictions do not match reality.
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We outline the proof for sufficiency here, and defer a formal proof to the appendix.
By Axiom 3, we can define a candidate DAG R” and n* to represent p. Given S € S,
we construct a correctly predicted S so that for every a € S, there is an a’ € S| with
the same distribution that she would predict for a given the candidate DAG, i.e.,
da'(-) = ps(-la). We then show that for any a,b € S, the DM chooses a and b from S
with the same frequency as she chooses a’ and O’ from S7. To do so, we add distinct

alternatives to S7 to form a nested sequence (S )%°

;o
T )oo_; where each S, is correctly

predicted. Bounded Misperception implies that the probability of choosing anything
in S from S/, US goes to zero as |S!. | goes to infinity. Therefore, the inferences that
the DM makes when facing S/ U S approach those she makes from S}, which in turn
equal those she makes from S. LCI implies that the relative frequency with which
a’ and V' are chosen from S;, U S converges to that for o’ and b’ in Sj. Moreover, a
and o’ (as well as b and ') are chosen from S;, U S with the same probability by I5.
Applying LCI another time, we see that a and b are chosen with the same relative

frequency in S as o’ and b are in S7, completing the proof.

6. DISCUSSION

Theorem 1 shows that one can use choice of actions to reveal the relevant parts
of a subjective causal model. It suggests the types of questions, and the regularities
in data, that could be used in surveys or experiments to infer or to test a subjective
model. The approach provides both an alternative approach to asking subjects di-
rectly to describe their model, as in Andre et al. (2022), and a complementary way

to test whether subjects actually use the model that they described.

We conclude by discussing comparative behavior and alternative interpretations
of the model.

6.1. Comparative Coarseness. A coarser causal model leaves out some variables
or relationships relative to another. Authors often explain “irrational” behavior in
situations with adverse selection via coarseness. For instance, Eyster and Rabin
(2005), Jehiel and Koessler (2008), and Esponda (2008) argue that the winner’s curse

reflects bidders who do not fully take into account the relationship between others’
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actions and signals.'* In this subsection, we compare DMs in terms of the coarseness
of their model. In particular, how can an analyst separate two DMs who differ in

that one’s model contains more variables than the other’s?

Definition 7. Say that ps has a coarser model than py if p1(a,q) > pi(b,q) for all
be S, < p2a,q) > pa(b,q) for all b € S; whenever X; L, X\ for alli € N

that are not in any Ro-MAP from 0 or an Rs-confounder to n*.

Consider DM1 represented by p; and DM2 represented by p,. As revealed by The-
orem 1, the variables that do not belong to an Ro-MAP from 0 or an Ry-confounder
to n* are irrelevant for DM2’s predictions. The condition says that whenever those
variables are independent of all other variables, i.e. they are actually irrelevant when
forming predictions using any DAG, then the two DMs behave in the same way. This
ensures that if DM2 thinks a variable is relevant, so does DM1.

Proposition 3. Let p; have a perfect SCR (R;,u;,n*) for i = 1,2. Then, py has
a coarser model than py if and only if there exists N' C N so that py has an SCR
(RiNN"x N’ uy,n*).

The comparison reveals when the models of two DMs are nested. Specifically,
they agree on the causal relationship between any two variables that both consider
relevant and on the desirability of outcomes. However, more variables may be relevant
for DM1’s predictions than for DM2’s.

6.2. Interpretations of the model. Our main interpretation of an SCR is the one
discussed above: it describes a DM who predicts the outcome of her action using a
causal model and adjusts her predictions for the spurious correlation caused by any

confounders.

Alternatively, the model may also describe a DM with limited data access (Spiegler,
2017). In this interpretation, she only considers or observes the distributions of sev-
eral overlapping subsets of variables. She then extrapolates from the partial datasets
using the distribution that maximizes entropy subject to matching the marginal dis-
tributions over the datasets. Identifying her DAG corresponds to identifying the

HMgection 5 of Spiegler (2016) discusses how and to what extent these models fit into the DAG
framework.
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considered subsets, and the DAG will necessarily be perfect. In the example, a doc-
tor represented by Rp only observes, or only has access to, two datasets; one that
keeps track of the efficacy of the treatments on plaque and another one that contains
the correlations between plaque, tangles and Alzheimer’s. Recently (and controver-
sially), the FDA approved the Alzheimer’s medication aducanumab on the basis of
its reduction in plaque buildup despite limited evidence of its effects on the disease

itself.!

Another interpretation is a particular kind of correlation neglect caused by lim-
ited memory. Without confounders, the DAG reduces the number of parameters
needed to reconstruct the joint distribution over the variables. In the running exam-
ple, a DM with DAG Ry can store all the information, she deems relevant for such
reconstruction using only 6 parameters when all variables are binary, but it would
require 2* — 1 = 15 parameters to record the probability of each possible realization

without this assumption.

Another interpretation is that the DM estimates a structural equation model
(SEM). She estimates each variable X; based on the variables indexed by R(7). Her
estimates have a causal interpretation if she includes all the variables (and only those)
that she believes have a direct causal impact on it. See Chapter 5 of Pearl (2009) for

a more in-depth discussion of this.

For a final interpretation, we note that when p has an SCR (R, u,n*), gg mini-
mizes Kullback-Liebler divergence from ¢ among all the probability distributions on
X that are consistent with p°.1® A p with an Endogenous SCR represents a single
agent Berk-Nash equilibrium (Esponda and Pouzo, 2016) with extreme-value errors.
As in that model, we can interpret the behavior as the steady state of a learning
process with a set of parameters (probability distributions) that does not include the

“true” one.

15 See www.theatlantic.com /health /archive/2021 /07 /americas-drug-approval-system-
unsustainable/619422/ for a description of the controversy and fda.report/media/143503/PCNS-
20201106-CombinedFDABiogenBackgrounder_0.pdf for the evidence submitted and the FDA’s
evaluation thereof.

16See Section 5.5 of Hajek et al. (1992).
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APPENDIX A. PROOFS OMITTED FROM THE MAIN TEXT

A.1. Notation. For a DAG @, let Q be the skeleton or undirected version of Q, i.e.
§Qi if and only if either iQj or jQi, (4, j, k) be a Q-v-collider if and only if iQj, jQk,
ij and j @i, and Q* be the DAG that drops all edges into 0 so pg(z|do(a)) = pg-(z|a)
for all full support p.

Definition 8. Let C be a collection of subsets of a finite set and T a tree with C as
its node set. Say that T is a junction tree if for any Cy, Cy € C, C7; N Csy is contained

in every node on the unique path in 7 between C; and Cs.

The set C' C {0,...,n} is a clique for R if jRk for all j,k € C. By Theorem
4.6 of Cowell et al. (1999), the maximal cliques of a perfect DAG R can be linked to

form a junction tree. Call this the mazimal clique junction tree (MCJT) for R.

A.2. Proof of Sufficiency for Theorem 1. Suppose that p has a perfect SCR
(R,u,n*) and R’ is perfect and non-trivial DAG so that the set of R-confounders
equals the set of R'-confounders, the set of R'-MAPs from an R-confounder or 0
to n* equals the set of R-MAPs from an R-confounder or 0 to n*. We show that
qr+(Tn+|a) = qri(zy+|a) for all ¢ and a € S,. There is no loss in considering only an

R for which RN Ag«(n*)? = R.

Let C}, (or just C* when R is clear) be the set consisting of 0 and all R-
confounders. Notice C* is a clique: for j,k € C*, jRk if j = 0 or k = 0 and
otherwise, jR0 and kR0 so jRk by perfection.

Set R® = R, N°(R) = Ag(n*). Inductively define N**!(R) and R as follows.
There is a unique maximal R’-clique C*' containing n*, since jR‘n* and kR'n* implies
jRk by perfection and n* Rj for all j. For any MCJT for R’, there is a unique path
from any maximal clique containing C* to C*f. Take a maximal clique containing C"*
and the MCJT with one of the shortest such paths, and let C* = {C%,...,C } be
the maximal cliques in this path ordered so that so that there is an edge from C’;
to Ct,,, and C* C C}. If UC' # N'(R), then set N**'(R) = UC". If UC' = N'(R)
and there is j;11 € N'(R) \ [C* U {n*}] that is not contained in at least two maximal
Ri-cliques, then set N“"'(R) = NY(R) \ jiy1. Otherwise, N*"1(R) = N'(R). Set
R = Rin [N#(R) x N"*(R)].
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Since there are finite variables and cliques, there is i so that N**1(R) = N*(R)
for all i > i. Let N*(R) = N"*!(R).

Lemma 4. If p has a perfect SCR (R, u,n*), then it also has an SCR (RNN*(R)?, u,n*).

Proof. Clearly, pro<(xp+|te+) = pre(zp:|zes). Assume (IH) that ppe(x,-
Prix(Tpr|xor). We show that (IH) implies prs (2, |zcs) = pritis (Tp
tablishes the result.

IC*) =

xeo+). This es-

If UC" # N'(R), then by properties of the MCJT, we can treat C} as ancestral

and all the cliques outside of C* as being non-ancestors of n*. Hence

PR (Tpx|Ter) = pric (T |Tox) = pritis (Tps|Tor).

That is, we can drop all variables that do not appear in at least one clique in C.

If UC' = N¥(R), let (Ci,--- C%) be the MCJT for R', WLOG a single path
ordered naturally and having C* C C? and n* € C¢ . Let k be so that j;;; € C% and
ji+1 ¢ Ck’ for all &’ 7£ k.

Let (k') < k' be the highest index for each k' > 1 so that C N C—1 C Cyuy.
Define Q° so that jQ'j’ < jR'j' when j,j € C*, jQ'j' whenever j € C* and j' €
Ci\ C*, jQ'j" whenever j € Cyy NCyyy and j' € Ci \ Cyry, 1Q' i1 whenever j € Cy,
and jQ'j for each distinct j, ' € Cy for all k.

Notice @* has the same skeleton and the same v-colliders as R and that j; ¢
Agi(n*). Hence

p[QimNiJrl(R)Q]*(:L’n* :L’C*) = in* (xn* JIC*> = PRix (l‘n* l’c*) = PR+ (l’n* |$C*)

where the last equality holds by hypothesis and the second by Theorem 1 of Verma
and Pearl (1991). Moreover, [Q’NN*(R)?]* has the same skeleton and same v-colliders

as R 50 pre (@p+ |2 ) = Privis (T |wo). -

Lemma 5. If (By,..., By) is any ordering of the maximal cliques of a perfect and

non-trivial DAG R that satisfies the running intersection property with By D C*, then

m

(3) pr-(73,,) = plzon\goy)p(zo)p(, |[Tc-) [[lp(:ij |2 5,08,-,)

for any p and where By, = U*_| B;.
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Proof. Let p* be defined by the RHS of Equation (3) where {By, ..., B,,} are the
maximal R-cliques ordered to satisfy the running intersection property, have B; = C';
let [(k) < k be the highest index for each k > 1 so that By N By_1 C By(xy, and define
Q from R and (By,...,B,,) as we did Q° from R’ and (C%,...,C")) (ignoring j;i1).
Then, Q* has the same skeleton as R* since they have the same maximal cliques, and

Q* has the same v-colliders as R* since any QQ*-v-colliders are between variables in
C*. By Theorem 1 of Verma and Pearl (1991), pp+ = po-.

Proceed by induction. Since C*\ {0} and {0} are ancestral cliques in @Q* that are

Q*-independent, po-(zc+) = p(xc=\j03)P(x0). That p*(x3,) = pg-(v5,) follows from
the formula for po-(zg,).

Suppose (IH) that p*(xp,, ) = pg-(xp,, ,)- For any j € B \ By, observe
that by construction of @, kQj only if & € By U Byar.

Pick j1 € By \ By so that j' Qg for all ' € By \ Byy; Ji exists since @ is
acyclic. Then,

pQ* (mB]M,17 x]l) = p*(wéMfl)p(le |xQ(]1)) = p* (xBMfl)p* ('rjl |xB]MmBl(AI))

since Q(j1) = By N Byary. Recursively define j, € Bar \ [Biary U {j1, - -, Jr—1}] so
that j' @*ji for all j' € B \ [Byary U {1, .., jr—1}] and assume that

Po~ (mBM,la Ljyy - 7jk—1) = p*<xBM—1)p(xj17 s T |xBMmBl(M))'

Then,

Do~ (xBM,la Ljyse-- 7.]k)

:p*(xBM_l)p(lev R |xBMmBl(M))p(xjk |xQ(jk))
:p*(xBM_l)p(xju s L |$BMWBL(M) )p(xjk |xj1v s 7xjk—17$BMmBl(N))
:p*(l'BM_l)p(-le, RERE ’xBMmBl(M))

since Q(Jk) = {J1,- - -, Jek—1}U[BarN Byary) by construction and that By, is a Q-clique.
Hence p*('rBM) = PQ~ (xBMﬂ)p(ZEBM\BM—l |xBAImBl(M)> = P~ (ZEBM)- IndUCtiVGIY7 p* =

PQ* = PR=- [

By Lemma 4, the MCJT for a perfect R such that R = RN N*(R)? consists
of single path. We say that (C4,...,C,,) is the MCJT for such an R if each C; is
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a maximal clique for each i, there is an edge between C; and C;;, for each ¢, and
Cy C (.

Lemma 6. If (C,...,Cy,) is the MCJT for a perfect and non-trivial DAG R C
N*(R)?, Ay = C*, A, = {n*}, and A; = C;NCyyy fori = 1,...,m — 1, then
Cz‘ - Ai—l U Az

Proof. First note that this clearly holds for ¢ = 1, m. Thus, pickan: € {2,--- ,m—1}
and j € C;. By Lemma 4, there exists i’ # i so that j € Cy. If i’ > i, j € C;41 and
hence j € A;y . If i’ <4, j € C;_1 and hence j € A;_;. O

Definition 9. For a DAG Q C N*(Q)?, kQj if and only if kQj and either:
(a) k € C* and either j ¢ C* or j =0,
(b) k precedes j on a Q-MAP from [ € C* to n*, or
(c) there exists a node [ € N such that ([Qk and [ ;.

Lemma 7. If (Cy,...,Cy,) is the MCJT for a perfect and non-trivial DAG R C
N*(R)? and Cy = C C Cy and {k,j} € Co, then kRj if and only if there exists i so
that k € C;NCi_¢ andj e C; \ Ci_1.

Proof. First we show necessity. Let (*) be the assertion that “if k € C; N C;_; and
j € C;\Ci_1, then kRj” We prove this inductively. Fori =1, k € ConCy iff k € C*.
If j € C1\ Cy, then kRj. To see this, suppose not, i.e. kRj. As j, k € C; this implies
that jREk. If jRO, then j ¢ N*(R) since j ¢ C* implies all paths from j to n* go
through C*. Hence ORj and k # 0, but jRk implies 0RjREkRO, a cycle. Conclude
kRj.

Assume (IH) that (*) holds for all ¢/ € {1,---,7 — 1} where ¢ > 2. Take any
ke C;nCi—yand j € C;\ Ci_q. If k € Cy and jRE, then there exists [ € C;_1 \ C;_2
and I’ € C;_1 \ C;. Now, jRI by construction and I'Rl by IH. We must have [Rj since
jRI would imply jRI', contradicting that j ¢ C;_y and I’ ¢ C;. If I' ¢ Cy, then by
[H, there is an R-path from k to [, leading to a cycle when combined with [RjRk. If
I' € Cy and either I’ = k or kR, then there is a cycle. If I’ € Cy and 'Rk, then I'Rj
by perfection, contradicting that j ¢ C;_; and I’ ¢ C;. Hence kRj and, since k € C*,
kRj.

So suppose that k& ¢ Cy. Then there exists ¢/ < i — 1 for which k € Cy \ Cyr_4
and also [ € Cy \ Cyyq since Cy € Cyyq. By Lemma 6, [ € Cy N Cy_q, and by IH,
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[Rk. Since j & Cy for any ¢’ < i and [ ¢ Cy for any i’ > i', I Rj, so by perfection,
jRk. Then, kRj since k,j € C;, and kRj by Definition 9.c.

To complete the proof, we show that “if j € C;\C;_1 and kf%j, then k € C;_1NC;.”
Let j € C;\ C;_y and kRj. If i = 1 and k € C*, then k € Co N Cy. If i = 1 and
k ¢ C*, then j, k € C;\ Cy. Then k'Rj and k' Rk for all k& € C* by necessity. But this
rules out Definitions 1.(a)-(c) holding for k and j, since no R-MAP can contain both.
For i > 1, take any j' € C; \ Ci41, noting 7/ € C;_1 N C; by Lemma 6. By necessity,
j’f%j. If j = k, then we are done. If not, then kRj’ by perfection, so k € Cj for some
i' < 4. Similarly, kRj so k € Ci» for some i" > i. Because (Cy,...,Cp) is a MCJT,
k € C;. To see k € C;_1 N C;, suppose not, so k ¢ C;_1. Hence k & C*. Since any
path from a node in C* to n + 1 contains some j' € C;_1 N Cy, and j'Rj and j'Rk by
necessity, no R-MAP includes both j and k. Therefore, by Definition 9 there is [ so
that Rk and [ Rj. Then, [ € C;, since otherwise kRl by necessity. Thus, jRI. But
then jRIRkRj, a contradiction. Hence k € C;_1 N C. O

Lemma 8. For a perfect and non-trivial DAG R C N*(R)?, if jRk and j Rk, then
there exists | such that jfil and kRI.

Proof. Pick any j,k € N*(R) so that jREk and j Rk. If {j,k} C C*, then k # 0 by
Definition 9(a), and j # 0 as k € C*. Thus, j and k are R-confounders, and so j]%()
and kR0 by Definition 9. Otherwise, let (Cy,...,C),) be a MCJT for R, noting that
J, k € C; for some ¢ and that if k£ ¢ C;_y, then j ¢ C;_; by Lemma 7 and j Rk. This
combined with Lemma 6 implies that either j,k € C;NC;_; or j,k € C; N Ciyq. In
the former case pick [ € C; \ C;_1 and in the latter pick [ € C;41 \ C;. In either case,
jRl and kRl by Lemma 7. O

By Lemmas 7 and 8, any two DAGs that have the same confounders have the
same C* and the same MAPs from C* to n* correspond to the same MCJT after

removing unnecessary variables. Therefore, if R and R’ have the same confounders
do(a))

and the same MAPs from a confounder or 0 to n*, then gr(z,+|do(a)) = qr/ (2,

for any ¢ and a € S,.

A.3. Necessity. It will be useful to introduce the following class of datasets. Par-

tition every X into {Ej, E;} where z;; € Ej and v € Ej implies xy > 2/, and
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let Ey = {a} and E, = {b}. A dataset q is pseudo-binary if S, = {a,b} and the

distribution within each Ej; and E ;+ is independent of all events outside of j'.

Proof of Lemma 1. Let (ig, . .. ,in) be an R-MAP from 0 to n* that does not intersect
A. Pick a pseudo-binary dataset ¢ that factorizes as

and where ¢(E;|E;, ) > q(E; ’Eij,l) for all j. This implies that X4 1, Xae since
A C N\ {ig,...,im}. For such a dataset q, p(a,q) > p(b,q) since qr(:|do(a)) FOSD
qr(-|do(b)), so A does not separate.

Suppose that A intersects all paths from 0 to n* and let R’ remove all links from
A to A and vice versa. Observe that when X4 1, Xae,

q(xi|rre)) = q(x3|TRE)NA TRANA) = ¢(Ti|TRE)NA) = @(@i| TR ()
when i € A, and for i ¢ A,
q(wi|rre)) = ¢(@i|TRG)NA TRANA) = Q(Ti]TRENA) = @(@i|TR ().

Hence qr(z) = qr/(z) for all z. Since 0 ¢ Ag+(n*), 0 and n* are gg- independent and
pla,q) = p(b,q) for all a,b € S,. O

Lemma 9. Let p have a perfect SCR (R C N*(R)%, u,n*) and R’ = RN[N* (R \ [R(0) x N])]?

. Then, A € A if and only if A = C;NCyyq for some i where (Cy,...,Cp,) is a MCJT
for R', Cy = {0}, and Cyyq1 = {n*}.

Proof. Let p have a perfect SCR (R € N*(R)?,u,n*), R' = RO[N* (R\ [R(0) x N])]?
, (Cy,...,Cy) be a MCJT for R, Cy = {0}, Cpi1 = {n*}, A; = C; N Ci4y for each
1, and B; = Ug-:le for each ¢. Moreover, observe that every R-MAP from 0 to n* is
an R-MAP, and every R'-AP (R’-MAP) from 0 to n* is a R-AP (R-MAP). Clearly,
Ao, A, € A.

Pick any ¢ > 0. We first show that every R-AP from 0 to n* intersects A; ;.
Take any such R-AP. It contains an R-MAP (ig, ..., 7). Let ig be first index so that
ir, ¢ B;. In particular, iy, € C;\Cj_1 for some j > i+1. Then, iy € C;_1NC; C B,_4
by Lemma 7, s0 j — 1 =i and iy € A;y1. By Lemma 1, A;,; separates.
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Let A € A\ {{0},{n*}}. By Lemma 1, A intersects every R-AP from 0 to n*.
By Theorem 4.4 of Cowell et al. (1999), A is a clique, so A C C; for some i. We show
that either A = A; or A = A,_;. Since both A; and A,_; separate and A is minimal,
it suffices to show that either A;,_; C A or A; C A.

For contradiction, suppose that A; N A; 1 € A. There exists j € A; N A; 1\ A.
Let ¢/ < i—1 be such that j € Cy\ Cy—1. Then, there exist j' € Cy\Cyy1 € CiNCyr_y
and [ € Ci41 \ C;. By Lemma 7, 'R’ and jR'l, so there exists a R-AP that does not
intersect A. Therefore, A;, N A;_1 C A.

If A,y € A, then thereis j € A;_1 \ A. For any k € A; \ A;_1, jRk by Lemma
7 and since A blocks all R-APs, k € A. Since k was arbitrary, A; C A. If A; € A,
then there is k € A;\ A C A; \ A;_;. For any j € A; 1, jRE by Lemma 7 and since
A blocks all R-APs, j € A. Since j was arbitrary, A;_; C A.

It remains to be shown that A; € A; for any j # ¢. Suppose not, so A; C A; for
J # . Consider j > 7; similar arguments apply when j < ¢. By Lemma 6, x € A;NA;
implies that x € [Ci41 N Cj11] \ R(0). Since (C4,...,Cy,) is a MCJT, z € Ciyo. But
then every x € A; is also in A;,4, and by Lemma 6, C;1; = A; U A;11 = Ay C Ciyo,

contradicting that C;;; is maximal. U

Proof of Lemma 2. Let (Cy,...,C,,) by a MCJT for R = RN[N* (R\ [R(0) x N])]?
, and take A; = C; N C;j1y with Ag = {0} and A,, = {n*}. By Lemma 9, A =
{Ag, ..., AL

Consider any selection J from A. For all 4, let F(i) = min{k : i € A} and
L(i) = max{k : : € Ay}. Observe 0 € J. Take iy = 0, noting F'(0) = L(0) = 0. Let
Jo = J\ {0}. While J,_; # 0, let k; be the lowest index for which J;_1 N Ay, # 0.
Note that k; exists since J \ J,_; does not intersect some A € A by minimality;
k; > F(i;_1) and, when | > 1, k; > L(i;_2) + 1 since otherwise J can be made smaller;
and k; < L(ii—1) + 1 since otherwise J N Az, ;)41 = 0. Moreover, |J;_1 N Ay, | = 1.
To see this, suppose not, and there are j1,j2 € Ji_1 N Ag,. Then there is x; so that
ji € Ay for k € [k;, k;] by Lemma 6 and (C1,...,C,,) isa MCJT. If k1 > ko (ko > K1),
then J\ {jo} (J \ {71}) still intersects every A, contradicting minimality of J.

Define iy € Ji_1 N Ay, and J;, = J,1 \ {is}. By above, i1 € Ag,_1, S0 ;-1 Ri
and F(i;) > L(i;_2) + 1 implies that iy Ri; for all ' <[ — 1 by Lemma 7. Moreover,
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minimality of J requires that L(i;) > L(4;—1). Repeating until [ = |J| — 1, conclude
that (ig,...,% 1) is a R-MAP from 0 to n*.

Conversely, pick any R-MAP (ig =0, ... 4, =n*) and let J = {ig,..., %, }. By
Lemma 1, JN A # () for any separator A. Clearly, {io} = JN Ag and {i,,} = JN A,
so J\{ig}NAg=0and J\ {i,} NA,, = 0. By Lemmas 6 and 7, for each [ € (0,m),
there exists k; so that i, € Ay, and 4,11 € Ay, 1 \ Ak,. Since iy Rijq for all I # 1 by
definition, i ¢ Ay, for all I’ # [ by Lemma 6. Therefore, J \ {i;} N Ay, = 0 for all
[ € (0,m), and so no proper subset of J intersects every A € A.

Now, let I be any selection from A. By above, I = {ig,...,i,} for some R-MAP
(i ..., %m) from O to n*. We show that i; is adjacent to i;;; for each j. Fix j < m
and consider ¢ so that X;, 1, X; ., and X; 1, Xje. Note that

Q(Iik|xR(ik)) = Q(xik|l’R(ik)m, IR(ik)ﬁIC> = Q(xik|$R(ik)m) = Q($ik|$z‘k_1)

for k£ > 0. Therefore,

)

“la) =" q(yi |a) H (Yirr Vi )a(
Yy k=1

which does not vary with a if q(yi;,, |y;;) = q(vi,,,) for all y.

qr(

Now, pick any j < k& — 1; we show that i; is not adjacent to ;. Pick a pseudo-
binary dataset ¢ that factorizes as
9(z) = q(zo)a(zi,) TI  a(wi,lwi)a(@i, |, wi)alare)
I£k—1,k—2

and where
if Llip in_o} - E X E'Lk 5

q<Eik—1|x{ik7ik—2}) = {
and q(E;|E;, ) > q(E,|E;_,) for | # k,k — 1. By construction, X; L, X7 and
Xi, 14 Xi,. Nevertheless, q(Ey|Eiy) > q(Ey|E;, ) for | = k—1and | = k,
a) > qr-(En<|b), so pla,q) > p(b,q). Conclude that i; and i) are not
adjacent. 0

ENTENY

otherwise

-1

50 - (En-

Let N* be the variables in some R-MAP for 0 to n*, i.e. N* = {0} U A and

N the remaining variables.
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Lemma 10. Let i* € C* \ {O} [f (ZO = O,. .. ,iM = n*) and (]0 = i*,. .. 7jk’ = Zk)
are R-MAPs with {ji,...,jw-1} C N \ C* and k' > 1, then i_1Ryj, for all 1l €
{1,...,k' =1} and *Rip for alll € {1,... k—1}.

Proof. Note that i, Rjw_1 as R is perfect, so suppose for contradiction that j_1 Rij_1.
If £ = 1, then i¢ = 0 and then jp_; € C* a contradiction. If & > 1, then
there exists some [ < k — 1 such that ¢;Rji_1 as otherwise jp_; € C*. But then
(10, -+ Uy Jh'—15 Bk—1, - - - , 4pr) 18 an R-MAP, which contradicts that ji 1 & N*.

Suppose that (*) i1 Rjy for I’ € {l,. .., k} and, for contradiction, that ix_1 Rj;_1.
By perfection, j;_iRiy_i. Again, k —1 = 0 implies that j,_; € C*, a contradiction, so
there exists some I’ < k—1 such that iy Rj;_1. But then (io, ..., 90, Ji—1, -, Jkr—1, 9k, - - - 001)
is an R-MAP, contradicting that j,_; ¢ N*. Induction establishes that i,_; Rj; for
[ =1,...,k — 1. Note that i*Ri,_, by perfection and i*Rix_; as R is acyclic. The
same arguments inductively establish that i*Rip for all I’ € {1,...,k — 1}. O

Definition 10. The covariate i* ¢ N* is a revealed confounder if

does not imply that p(a,q) = p(b, q) for all a,b € S, and all ¢. Let C*(p) be the set

of all revealed confounders.

Lemma 11. ¢* is a R-confounder if and only if i* € C*(p).

Proof. Suppose that * is an R-confounder. This implies that there is an R-MAP
(1o = 3%, ... 1, = n*) that does not go through 0 or any other j* such that 7*R0. Let
I ={ig,...,im,0} and construct a pseudo-binary dataset ¢ that factorizes according

to
q(x) = q(aiy | o, 01)a(xo)a(xs) 11 @i, | i) [ alz))

k'>1 Jél
where ¢(E;,) > 2, ¢(E;, | E;\, ) > q(E;, | E E;, )for k' > 2, and
3 if 2,00 € E; x Ey,
Q( io | Tgin01) ;1 ' l
1 otherwise.
By construction, Xo Ly X (0}, ¢(Eiy) = 3 + 2q(Ei))q(a) < 3,
. 3 1

Q(Eil | Eima) = = Q(Ei1 | Ezova>7

- > _
q(Ey)"t+2 0 q(E)t+2
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and ¢(E;, | Eiy,b) = ¢(E;,). Hence,

0
— 3 11 5 — =

«(E; 14+ -—=-==<q(E;) =q(E; | b).

are (B | @) < 1+ 15 = = < a(B) = (B, | B
b

Combined with the above, we have qp«(E,, a). Thus, p(b,q) > p(a,q)

and i* € C*(p).

Now suppose that j* € N is not an R-confounder. WLOG, assume R =
RN N*(R)? so there exists a MCJT for R, (C4,...,C,,) such that C* C C; and
(C4,...,Cy,) satisfies the running intersection property with G, N Cy_; C Cj_; when
C, = UF,_,Cy for every k.

Consider any ¢ that satisfies X\ j0,5+1 Lq Xo. By Lemma 5 we have

k
4R~ (l’ék) = Q(IO)Q($C*\{0})Q($01\C* To+) H (l(xck,\ck,,1 | Iok/nck/,l)
k'=2
(4) = q('rck\ck—l ’ kaﬂCk—JQR* (ajé’k,l)'

We use this to show that gg«(Cy) = ¢(Cy) for every k. For k = 1, this follows directly
from the assumptions on ¢ and j* & C*: qg-(C1) = q(x0)q(xc=\{0})e(xc\c+|Tce) =
q(l'())q(l’c*\{o} | :L‘())q(l’cl\c* l‘(/u) = q({ECl). Assume (IH) that qR* (]}Ck_l) = (R~ (I‘Ck_l).
Then,

4R~ (xck) = Z Q(xck\ckﬂ ‘ kaﬂle)qR* (zck—lﬁcm kaA\Ck)
YEXC,_1\Cy

= Z Q(xck\ckq ‘ 'Tckmck—l)q(xck-—lmCIN yckq\ck) = q<xck)7
YEXC, 1\

where the second equality follows from (IH).

Let k* be the last index for which 0 € Cy«. If n* € Cj«, then gr«(z,»
qr+(zn+|b) for all a,b € Sy. If j* & Cpx N Ci 41, then q(zc,.ncy. @) = ¢(Tcpncy.,, |b)
since X¢,.ncy,, Lq Xo. Then, qr-(2,+|a) = qr-(zn-|b) for all a,b € S, follows from
Eq (4). Therefore, j* & C*(p) follows if we show j* € Cis N Cyeyq or n* € Chr.
Suppose not, so n* ¢ Cy~ and j* € Cy« N Cyy1. By Lemma 7, ORj*. For any
[ € Cyeya \ Creq1, 0ORj*RIL, ORI, and there is an R-AP from [ to n*. But this implies
that there exists an R-MAP (0, 5%, ...,n*), contradicting that j* ¢ N*. O

a) =
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Definition 11. There is a revealed confounding path from i* € C*(p) to i in the
R-MAP (ig =0, ...,ip = n*) if
Xj J_q XN\j VJGN*UC*(p)\{Z*,ZQ,,ZM}
& X, L, X,

do not imply that p(a, q) = p(b, q).

First condition implies that the only R-confounder that matters is ¢*, and the
only R-MAP from 0 to n* that matters is (ig,...,in). The remaining condition

ensures that in the absence of a path from ¢* to i;, the DM will express indifference.

Lemma 12. For R-MAP (i =0,...,iy = n*), there is a revealed confounding path
from i* € N toi, <= there exists an R-MAP from i* to iy that does not intersect
N*UC*.

Proof. Suppose that i* is an R-confounder and there exists an R-MAP from i* to i,

(Jo=1",71,. -, Jm = ix). that doesn’t intersect N*.

Let C' = {io,...,in,Jo,---,Jm}. Pick a pseudo-binary dataset ¢ that factorizes

according to

m—1
Q(I) = Q(x{io,jo}) H Q(xik/mik/,l) H q<mjk/|ajjk/71)q<a’;ik|'r7:k—17.7‘m71) H (](I'j’)
K2k K=1 j'éc

where

() ¢(Ei, |E;, ) > a(Ei, |E;, ) for K # k;

(ii) ¢(E),|E;,_,) > a(E), £, ) for K" <m; and
(iii) for appropriate z,2’,e € (0,1),

X{ioyjo} Q() X{ik—hjm—l} ( Q(Elk|§
— — — — q Ejm—l‘Ei _
1 k=1)
Ei, X _jo Z3 Ei, , % ‘?jmfl —q(Ejmfl‘Ejikfl) Z t+e€
@io X Ej, | (1— z)% @ik—l x E; 2+ €
Ei, x E;, z% By, xE; | €
By, xEj;, | (1-2)3 | B, X Ej,_, €
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so X;

1k—1

J—q sz and Q(Eik|xjm—17 E

1k—1

) > Q(Elk |'Ijm—1 ) E;

;) for all z.'7

Then, qr-(xc) equals

m—1 M
q(xio)q(mjo) H q(xjk/’$R(jk/)> H q(xik/|xR(ik’))
k'=1 k=1
m—1 k—1
ZQ<xio)Q(Ijo) H Q(xjk/wjkul’xik—l) H Q(l‘ik/wik/,px]o H q xzk/|xtk/ ) (xik|wik—17xjm—1)
k=1 k'=1 =k+1

:q(x'l())Q(x]O) H q(l‘jk/|xjk/,1) H q(l‘iklll‘ik/ H q Ilk/|xlk/ 1)q<xik|xik—l7'rjmfl)
k'=1 k=1 =k+1

where the second equality follows from the construction of q.

A simple induction argument establishes that ¢(E; | E; ) > q( %,]Elk,,) when-
ever k> K > k" or k' > k" > k, and q(Ej,, ,|Ej,) > q(Ej,, ,|Ej,). Then, qr-(E;,|c)

equals
> are(w5,-) {a(Bi_l0) (0B iy ) — a( B By )] + @B | B2 )}

and

_ik) - Q(En* Ezk)] + Q<En*

b).

¢) = qr- (B, |c) [q(En
a) > qpe(Ep-

qRr* (ETL* E%)

Combining implies qg« (£,

Now, suppose that there is no path in N from * to ix. Observe that if there
is a path in N from i* to ixr1, there is also a path to i, by Lemma 10. Consider
any ¢ satisfying the conditions. Define R’ that removes all edges involving a node in
N*U C*(p) \ {#*,40,...,im} but otherwise agree with R. Take R’ = R' N N*(R')?,
) = qre(zpr|c) = qrr(zpe|c).
Lemma 7 shows that N*(R') equals the variables that are part of some R-MAP from
i* or 0 to n*. Let [ € R"(ig). Either [ is in an R"-MAP from 0 to n*, in which

case | = ij_q1, or [ is in an R’-MAP from i* to n*, in which case | = i;_; or [ is

and arguments as in Lemma 1 show that gg«(

part of a path in N from * to 4y, a contadiction. Therefore, R"(ix) = {ix—1} and

q(@i |Trr ) = @(@i|@, ) = q(x4,) since X;, L4 X;, . Then, the DM is indifferent,

ip—1-
and there is no revealed confounding path from ¢* to 7. 0
17 9(Ej,, - T /
The quantity WF B s pinned down by (1), (2), and the first part of (3), so z’,e € (0,1)
Im—1

—lk—1
exist satisfying the conditions so that ¢ is a well-defined conditional probability.
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Definition 12. If (i = 0,...,i, = n*) is an R-MAP and there is a revealed con-
founding path from i* € C*(p) to ix, then B C {i*}U[N\ C*(p)] is a (i*, ix)-separator
if p(a,q) = p(b,q) whenever
Xik Lg Xikfl
& Xp Ly Xpe.

The first two conditions are the same as before, and the third condition is anal-

ogous to separation.
Remark 5. {i*} is a (i*,ix)-separator but {ix} is not.

Lemma 13. B is a (i*,ix)-separator <= B intersects all R-paths from i* to iy, in

N.

Proof. If B does not intersect a path from i* to i; contained in [(N*UC*)\ {i*, it }]°,
then we can find a minimal R-path (jo = 7%, ji, ..., jm = i) With j; ¢ BUN*UC*
for all [ £ 0, m. Then, the dataset ¢ from Lemma 12 constructed for this path leads
to p(a,q) # p(b, q).

If B intersects all paths from * to i, then consider R’ that drops all edges

To) = qre (ﬂﬁn 950)
for all x € S, x X_y. Applying Lemma 12 to R’ and ¢ establishes that p(a,q) =

p(b, q). n

Definition 13. Let A®) be the set of minimal (i*, i}, )-seperators, and say that .J is
a selection from A7) if JN A #  for all A € A %) and no proper subset of J has

a non-empty intersection with every A € AG™#*) . For any selection J from A #*),

involving a node in B and a node in B¢. Since Xp L, Xpge, g+ (T

i € Jis adjacent to j € J if p(a,q) = p(b, q) for all a,b € S, whenever
Xi Ly Xny Ve N\ [{io, ... im} UJ],

X L, X51X;

& X Ly X,

., and

k—1"
The first two conditions are analogous to the conditions in Definition 3, and

the third condition ensure that the DM expresses indifference whenever all variables
outside the R-MAP between 0 and n* are independent.
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Lemma 14. The sequence (jo = i*,...,jnm-1,1k) is an R-MAP from i* € C*(p) to
ir, and J = {jo,...,jm-1} does not intersect N* if and only if J is a selection from
A% and j; is adjacent to jiuq for all 1 < M — 2.

Proof. As in Lemma 2, J is a selection from A® ) if and only if there is an R-MAP
(jo =14*, ..., jm = &), {Jo,- -+, 1} = J, and JNC*(p) = {i*}.

Let NT = {ig,...,im} UJ. We show that ji is adjacent to ju ;. Pick any g
satisfying the conditions for ji and jx 41 to be adjacent. Then by Lemma 10,

q(zs|Tre)) = (@i |2 RGN TrEN\NT) = QT3 | TR ANT) = @24, | T4, T5)
for I < k. Similarly, q(x;,|xra,)) = q(z4|z;,_,) for I > k. Moreover,
q(xj|zrG)) = (@5 | RGN RGN = AT |TRG)ANT) = @@ T, T )

for [ > 0. In particular, ¢(z;,,  |Trg,,,)) = ¢(%j,,,|7i,_,) by the second condition in
Definition 13.

Note that for s = k' +2,..., M,

> alxi v v )z ) = Y0 a(yi .,z lzi,,)
yjs—l yjs—l

= Z q(yjsfl|Ijs7‘rik71)q<xjs|xik—1) - Q(xjs Iik&)'
yjsfl

Since j; is the only variable dependent on js—i in qgr«(‘|zo) and q(z;,, . |zrg,, ) =
q(2j, ., |7i,_, ), we can successively apply the above to drop z;, , for s = k' +2,..., M
). Since X;, 1, X

T—17

from the expression for gg«(
Q(ij|xik—1) = Q('Iik|xik—1) = q(xlk)
so the DM is indifferent, and ji and jiy1 are adjacent.

We now show that j; is not adjacent to jg«,1 for any [ < k*. Pick a pseudo-binary

dataset ¢ that factorizes as

(](ZE) ZQ(x{i07jO})Q(jk*+1) H Q(:L‘ik/wik/,l) H q xjkflxjk/ H q :L‘]
k' £k k¢ {k* k*+1} j'¢Nt

Jhe41s ke —1)q (k[ ik—1, Jar—1)
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and where
3 - = =
(E ‘ . . ) = 4 if Ti—1,4m—-1} € Eik—l X EjM_l
A\ L | i1 gm—1}) = 1 h . )
1 otherwise
3 =
q(E’ Ty i }) _ 4 if LLGpx _1.Jk% 41} € E]k* 1 Ejk*H
e VR Lk i otherwise ’

( ]k’| ]k’ ) > q( ]k/|E]k/ ) fOI' k/ 7& k*?k* + 17 a’nd q( lk/|EZ ) > q( lk/’Elk/ )
for k' # k. By construction, X; L, Xj«11]|X;, _, for all | < k*. We can also calculate
that ¢(£j,, |Er-1) > q( Jk,|Ejk/ ) for k' = k*, k*+1, so qr-(Ej,, | Ejy) > qr+(Ej, | E;,)-
As in Lemma 2, this leads to p(a,q) > p(b,q). Conclude that ji«,1 and j; are not
adjacent for all [ < k*. U

A.4. Proof of Proposition 1. For part (1), if A separates then we have p(a,q) =
p(b, q) by definition. So suppose that A does not separate.

Let (Cy,...,Cy) be a MCJT representation for R N N*(R)? with 0 € C and
n* € Cp, and By = C \ A. By the properties of the junction tree, it follows
that C}, is adjacent to Cjyq for every k. Furthermore, By, N By_; # () for every k. If
BN By_1 = () for some k, then A intersect every R-MAP from 0 to n*, a contradiction
a) > q(Tp\(oy |
a)lies ¢(ZB\B, , | TBinB, ). As A does not separate, By N By_1 # () for every
ke{2,...,m} and so

given Lemma 1. By Lemma 5 and A L, A°, we note that gg« (T,

q<i’Bk\Bk71 |jBkﬁBk—1) =

since f(n,q(a)) < g(Zp,|a) < 1, 0 < q@p,|b) < 1 f(n,g(a), and (b) = 1 - g(a).

As there are no more than n minimal separator sets, qr+(ZTp+|a) > (2_1/ ”)n > %
) > L. Therefore, Uy(a) > 2u(z)+iu(z) > Uy(b) so p(a,q) >

Symmetrically, g« (z,,
p(b. q).

For part (2), if 4 is adjacent to j, then X; 1, X; and X; L, X/ is sufficient to
imply p(a,q) = p(b, q) by definition. We show that if i is not adjacent to j, then the
conditions on ¢ imply that p(a,q) > p(b,q). Since I is a selection from separators,
Lemma 2 implies that I = {ig,%1,...,%,} and (ig, 1, .. .,%,) is an R-MAP. We show
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that marg; qr(-|a) FOSD marg; qg(-|b) for all [, provided that {7,741} # {4,j} for
all . By Lemma 2, {i;,i;11} # {i,7} for all [ if and only if 7 is not adjacent to j.
For [ = 1, this follows per hypothesis. Assume marg; qg(-|a) FOSD marg; qr(-[b).
By (4, j)-MLRP, marg; , q(-|z;) FOSD marg;  q(-|z;) when x > 2/, so for any event

E = (—o00,k)NX,,,, the function f =z — ¢(E|z;,) is decreasing. Then,

1+1)

qr(Eila) = Y ar(zila)f() < 3 qr(@|b)f(2) = qr(Ei,, D),

TEX;, TEX;,

establishing that marg;  gr(-|a) FOSD marg;  qgr(:|b). Inductively extend to i,
and conclude p(a, q) > p(b,q). The proof of Lemma 2 constructs a ¢ satisfying these
properties. 0

A.5. Proof of Proposition 2. Equation (2) follows from Lemma 5, Lemma 6, and

Lemma 9. That A” can be ordered uniquely follows from Lemma 2 and Lemma 7. [

A.6. Proof of Lemma 3. Necessity is obvious, so suppose Axiom 3 holds. The

result is clearly true when |A?| < 4, so suppose |A?| =m > 4.

We show that {0} «” {n*}. If not, then {0} x A iff A = {n*} and {n*} x A
iff A= {0}. Moreover, for any A, € A”\ {{0}, {n*}}, there exist distinct A;, A3 €
AP\ {{0},{n*}} so that Aja”As x? Az and A; ®” Az by Axiom 3. So there are
distinct Aq,..., A so that A; «? --- «x? Ay for k = 3. Suppose there are distinct
Ay, ..o Ay so that Ap o< -+ oc? Ay, for k > 3. Since [{A' € A7 1 A" «? A} = 2,
there exists Apy1 # Ax—1,{0},{n*} so that Ay;1 x” Ax. By Axiom 3, Axi1 # A
for [ < k — 1. Therefore, there are distinct Aq,..., Ag so that A; o? --- «? Ak for
K =k + 1. Inductively, this is true for K = m + 1. But |A?| = m by hypothesis, a

contradiction.

Now {0} = Af, and {0} «” A for some unique A # {n*}. Label this A as
AS. Suppose that A7 «” --- «x? A7. As above, there exists Ay # Af_1, {0} so
that Ay o” A, By Axiom 3, Apyq # A7 for | < k—1. Let A7 | = Appr. If
Ap .y ={n*} and k + 1 # m, then the same arguments as to why {0} %” {n*} imply
a contradiction. Therefore, if kK + 1 = m, then the proof is complete. Otherwise, we

can inductively find A}_,. O
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A.7. Necessity for Theorem 2. Suppose that p has an Endogenous SCR (R, u, n*).
Proposition 2 implies that p is represented by R? where jRPk for every distinct j, k €
AP U AY,, for every i, jR’k whenever there exists ¢ > 0 such that j € Af and
ke Al \AY, Rr(j) C A7, UAY when j € AY |\ A7, and R?(j) = () whenever j ¢ AY

for all 7. Since

[ wle)dpiucla’) € | min u(e). max u(a)|

Axioms 1 and 2 hold. Axioms 4, 5, and 6 follow from Proposition 2 and continuity
of the expected utility. O

A.8. Sufficiency for Theorem 2. Suppose that p satisfies the axioms. Lemma 3
implies A7, ..., AJ4 exist, and so R as defined in necessity is a perfect, unconfounded,
nontrivial DAG. We show that
5) pla,S) _ exp[y . u(c)dpiy(cnla)]

p(5,8) ~ expll,. W()dpy(carlb)]
for any a,b € S and any S € S. If so, then p has an Endogenous SCR (R",u,n*)
since > ,cq p(a, S) = 1.

Pick any S € S and any a,b € S. Let d/(y) = p3,(y|a) and V' (y) = p3, (y|b) for
every y € X_g. Since {d/,b'} is correctly perceived, p(da’, {a’,b'})/p(V/,{a’,V'}) has the
desired form by Axiom 6. If ' = ¥/, then marg,. a = marg - b, so p(a, S) = p(b, 5)
by Axiom 4, and Equation (5) holds.

Otherwise, let S; = {a’,b'} and recursively define S,,, = S,1 U {£a' + 210}
Each S, is correctly perceived by construction, and each has m + 1 distinct al-
ternatives. By Axiom 2, there exists K > 0 so that for any a”,0" € S” € S,
% < K. For S, US = {s1,...,su} and any 4,j € {1,..., M} with ¢ # j,
we have p(s;, S, US) > K 'p(s4, S, US). Then,

1= p(s:,Sm US) +p(s5,SmUS) > [(M — 1)K +1]p(s;, S U S)
i#]

s0 p(sj,SmUS) < In particular p(c, S,, US) — 0 for ¢ € S as m — 0.

__K
M+K-1°

For p,, = p°Y5 arbitrary 1 < i < |A?|, and E = A?, |\ A?, we have Pm(TE|Tar)
equals

1
S D@ )P 010"V (]2 42) + Pro(Son)Pr( 02

xo € Sp)ad (xg|x 40
pm(fo) s 0 m) ( ‘ Al)
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for every z € X_g since a(xg|rar) = ' (xp|rye) for all @ € S,,. This converges to

P (zp|rar) = d(xE|zar) Decause py(a”) — 0 for all a” € S. Since i was arbitrary,
SmUS
P

Taz, \ar|Taz) = pSl(xA;«H\AﬂxA;) for every i.

Axiom 4 gives that p(a, S,,US) = p(d’, S,, US) and p(b, S,,US) = p(¥/, S, US).
Axiom 5 implies that
pla, S, US) pla,S,US) pld,S)
= —
p(b',SnUS)  pb,S,US)  p(b,5)

and that

pla, S, US) _ p(d, S, US) R pla,S)

p(b, S US)  p(l,S,US)  p(b,S)
Therefore, ‘; ((Z,lgi)) = 'Z EZ”;)) and Equation (5) holds for a,b. Since a, b, and S were
arbitrary, p has an Endogenous SCR (R, u). O

A.9. Proof of Proposition 3. Suppose that p; has a perfect SCR (R;, u;,n*) for
1 = 1,2 and that ps has a coarser model than p;. Let N* be the set of all ¢ that are
part of an Ryo-MAP from 0 or an Rs-confounder to n*. Define R3 = Ry N N* x N*
and p3 to have an SCR (R3,u,n*). Pick any ¢, and set § = x — q(wn~) [Tign- ¢(7:).
By construction for i = 2,3, qg, (2,+|do(x0)) = qr, (Tn+|do(x0)) so arg maxg, pi(-,q) =
argmaxs, pi(3). Ao, G, (v |do(z0)) = G, (e do(z0)) 50 argmasxs, pi(-,d) =
argmaxg, ps3(-,¢). By hypothesis, argmaxg, pi(-,q) = argmaxg, p2(-,¢). Combining,

arg maxg, p2(-,q) = argmaxg, p3(-,q). Since ¢ was arbitrary, R3 represents ps.

Conversely, let p; have a perfect SCR (R;,u;,n*) for i = 1,2, us = wu; and
Ry = Ry N[N’ x N'| for some N’ C N. By Lemmas 4 and 7, N*(R;y) equals the
indexes that appear an Ro-MAP from 0 or an Rs-confounder to n*. Pick any ¢ € O so
that X; L, Xy for all i ¢ N*(R;). Since N’ D N*(R;), we also have X; L, Xz (3
for all i ¢ N’, so for every i and x € X,

q (331"331%1(@')) =q ($i|xR1(i)ﬂN’7 -l"Rl(z')\N') =dq (ﬂfifﬂle(i)mN') =q (iﬂifﬂfRZ(z')) .

Hence, gr, = qr,, and so pi(a,q) > p1(b,q) for all b € S, if and only if ps(a,q) >
p2(b,q) for all b € S,. O

APPENDIX B. EXAMPLES
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B.1. Violating Regularity. If p(¢,.S) = z, then
1
1+2

. Then, 5 < p5(1g|lp) < 2, so

p°(1u|0p) =0 < p°(1yl|lp) =

and since ((1p) > w(1p) > 0, we have 1 > 2z >
ph(1g|m) < &, while p3i(15|t) > 1. Hence

N[

p(m,S)  exp[56+ 20] 1

== —1 —
p(1,S)  exp[36 + 0] exp[—1] < 2

and p(m,S) < % Because health is independent of the treatment conditional on

plaque according to Rp, the doctor is indifferent between two treatments with the

same probability of plaque buildup. Therefore, p(v, S") = p(mw,S’) = 7. Then,

: (1=293+73+70) 1 (1=-290)+10)+7; &
7" (Lullp) = (1-2y)+2y8 2 (1-29)(0) +273 =7 (Lal0r),

so p(t,5") = p(v,8") = p(x,S") = 5 > p(m, S), violating regularity.

B.2. Self-confirming choices. One can compute that

2 —2p(a,S)
2— p(a, S)

That is, whether the doctor thinks that plaque has a positive or negative effect on

p° (Lullp) = and p° (1g]0p) = q.

Alzheimer’s depends on the fraction who take action a. Setting u(1) = A > u(0) =0,

A1( ~2-2p(a,S)

9 2~ p(a, ) ) =Inp(a,S) —In(1l — p(a, S)).

For large enough A, p(a,S) ~ 0 and p(a, S) ~ 1 are both solutions.
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