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ABSTRACT

We investigate how a prior decision failure affects escalation of commitment in subsequent new product
development. Distinguishing between commission errors (persisting with failing projects) and omission errors
(prematurely abandoning promising projects), we demonstrate their distinct effects on subsequent escalation of
commitment across two experimental studies with innovation managers. Study 1 tests the main effect, and Study
2 examines the underlying mechanisms and boundary conditions. Drawing on regret regulation theory and
regulatory focus theory, we show that anticipated keep regret, arising from continuing a failing project, and
anticipated drop regret, stemming from terminating a promising project too soon, conditionally mediate these
effects, depending on decision-makers’ regulatory focus. Commission errors increase anticipated keep regret,
reducing escalation among decision-makers low in prevention focus, whereas omission errors heighten antici-
pated drop regret, increasing escalation among those high in promotion focus.

1. Introduction

Escalation of commitment (EoC) occurs when decision-makers
continue investing in failing projects despite clear signals that termi-
nation would be more rational (Staw, 1981). Research has documented
the phenomenon across various domains, including new product
development (Roeth et al., 2020; Yang et al., 2023), pricing (Jain &
Chen, 2023), entrepreneurship (Huang et al., 2019), information sys-
tems (Lee et al., 2021), and strategic management (Norheim-Hansen &
Meschi, 2021). Prior studies attribute EoC largely to project-level fac-
tors, such as sunk costs (Garland, 1990; Garland & Newport, 1991) and
proximity to completion (Boehne & Paese, 2000; He & Mittal, 2007),
implicitly assuming that such decisions are made in isolation.

We instead argue that in environments where EoC is most prevalent
(Schultze et al., 2012), managers rely heavily on experience when
deciding whether to persist with a project. For decision-makers, such
experiences, and failures in particular, are not merely informational
cues but emotionally charged events that shape behavior in subsequent
projects (Ku, 2008). In this study, we conceptualize failure as decision
errors made by managers in prior project evaluations. These errors may
arise either from pursuing projects that ultimately fail to meet
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expectations (commission errors) or from prematurely abandoning
projects that later prove promising (omission errors) (Klingebiel, 2018).
Among the emotions associated with such experiences, anticipated
regret plays a central role in shaping escalation tendencies (Sarangee
et al., 2013; Sleesman et al., 2012). However, little is known about what
triggers this regret or what constrains its influence on EoC. We argue
that different types of failure elicit distinct forms of anticipated regret
and that their impact on escalation depends on decision-makers’ self-
regulatory abilities. Without understanding how different failure expe-
riences generate anticipated regret and how this process is bounded by
self-regulation, the understanding of why managers persist with failing
projects remains incomplete.

Experiences with prior failure, in particular, have received limited
attention in the EoC domain, with few exceptions (e.g., Ku, 2008). While
prior research has examined the effects of prior success, showing how
strong performance can increase managerial confidence and encourage
escalation tendencies (Bragger et al., 2003; DeTienne et al., 2008; Keil,
1995) or provide a sense of security that reduces the pressure to persist
(Hayward & Shimizu, 2006), failure remains underexplored despite its
salience. Failure is often more emotionally and cognitively salient than
success, making it a critical factor in shaping subsequent decision-
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making (Baumeister et al., 2001; Garzon-Vico et al., 2020; Ito et al.,
1998; Kc et al., 2013). However, research has largely neglected the ways
different types of failure experiences influence escalation behavior.
Prior research has called for a shift from project-level explanations to
understanding how decision-makers adapt after failure in subsequent
escalation situations (Eliens et al., 2018). EoC is particularly prevalent in
contexts in which setbacks and unpredictability are common (Brockner,
1992; Schultze et al., 2012). Here, managers often persist with strug-
gling projects, especially more innovative ones, despite mounting costs
and poor projections (Schmidt & Calantone, 2002), diverting resources
from better opportunities and potentially causing substantial financial
losses (Schmidt et al., 2009; Webb, 2016).

Moreover, research often treats failure as a generalized concept,
ignoring the distinct ways it can occur. In project evaluation, two types
of failure may emerge: commission errors and omission errors'
(Klingebiel, 2018). Commission errors occur when firms pursue projects
that ultimately fail to meet aspirations. These aspirations serve as
benchmarks, creating a binary success/failure metric against which
organizational activities are measured (Madsen & Desai, 2010). There-
fore, a commission error can result from escalating commitment to a
failing project. In contrast, omission errors result from failing to pursue
promising projects or from prematurely abandoning them, often
recognized only in hindsight when competitors succeed, or market
conditions shift (Klingebiel, 2018). In innovation contexts, both error
types are common, though omission errors are more difficult to quantify.
For example, commission error rates range from 40% to over 80% in
specific industries (Baghizadeh et al., 2020; Sarangee et al., 2019).

Prior research suggests that these errors have distinct effects on
future decisions (Csaszar, 2013; Dye et al., 2014; Klingebiel, 2018;
Klingebiel et al., 2022). While failure may offer learning opportunities
and potentially cause decision-makers to alter their subsequent behavior
(Bingham & Davis, 2012; Shepherd et al., 2011), rational information
processing can be inherently biased in escalation situations (Schultze
et al., 2012; Schultze & Schulz-Hardt, 2015). Given the emotional and
complex nature of dealing with project failure (Eisenhardt & Tabrizi,
1995; Kim & Lee, 2020), we argue that, beyond rational analysis,
behavioral adaptation is driven by efforts to manage or avoid negative
emotions.

Emotions play a crucial role in decisions involving adverse outcomes
(Lerner et al., 2015), with anticipated regret being particularly influ-
ential in EoC (Sarangee et al., 2019; Sleesman et al., 2012). Although the
literature discusses the impact of anticipated regret on EoC, the specific
mechanism by which it emerges remains unclear. Anticipated
regret—both over continuing a failing project (keep regret) and aban-
doning a promising one (drop regret)—exerts opposing pressures on
escalation: keep regret discourages escalation, while drop regret en-
courages it (Sarangee et al., 2013). Drawing on regret regulation theory
(Zeelenberg & Pieters, 2007), we propose that past experiences shape
the type and intensity of anticipated regret and, in turn, influence sub-
sequent decisions.

Furthermore, we argue that the mechanisms linking failure to regret
have boundary conditions and that the relationship between failure type
and anticipated regret varies across managers. Individual self-regulatory
orientations shape how failures are interpreted and how regret is
experienced. Research shows that promotion-focused managers, ori-
ented toward ideals and gains, and prevention-focused managers, ori-
ented toward duties and loss avoidance, differ systematically in their
perceptions of commission and omission errors (Forster et al., 2001) and
in the regret they anticipate (Leder et al., 2013; Pierro et al., 2008). To

! Failures and errors differ in meaning; failures represent undesirable out-
comes, such as missing sales targets, while errors denote mistakes made during
task execution, such as entering wrong data (Dahlin et al., 2018). However, the
literature often uses "error" to describe failure, as in "commission errors" and
"omission errors." For consistency, we also use this convention.
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capture this variation, we integrate regret regulation theory, which ex-
plains how failures elicit regret, with regulatory focus theory (Higgins,
1997), which explains why the impact of failure types on regret varies
across individuals. Together, these perspectives provide a coherent
framework for explaining how, and under what conditions, commission
and omission errors shape escalation through anticipated regret.

To achieve our research aim, we conducted two experimental studies
with innovation managers. Our research offers three important insights.
First, we consider failure history, thereby advancing EoC theory. While
prior research acknowledges the role of past experiences in guiding
decisions under uncertainty (Dayan & Elbanna, 2011; Sedighadeli &
Kachouie, 2013), it has often treated failure as a one-dimensional
construct rather than as a nuanced phenomenon (Garzon-Vico et al.,
2020; Lee & Markham, 2016). We distinguish between commission and
omission errors and show that these distinct failure types produce
distinct psychological and behavioral consequences. Second, we un-
cover the mechanism through which regret emerges in escalation.
Drawing on regret regulation theory, we show that different types of
failure elicit distinct forms of anticipated regret, which in turn influence
whether managers persist or withdraw. This perspective goes beyond
work that essentially treats regret as an exogenous deterrent to escala-
tion (e.g., Sleesman et al., 2012). Third, we identify boundary conditions
to this process by incorporating regulatory focus theory. We show that
promotion- and prevention-focused managers differ systematically in
how they interpret failure types and in the intensity of anticipated
regret, thereby moderating the link between failure and escalation. This
integration refines theoretical perspectives by situating the generation
and regulation of regret within self-regulatory orientations.

2. Theoretical foundation and hypotheses

Table 1 reviews adjacent research that has examined the role of
decision history and emotional or motivational constructs in escalation-
related or comparable decision contexts. This body of work demon-
strates that emotions such as regret and self-regulatory orientations in-
fluence persistence decisions (Barsky & Zyphur, 2016; Sarangee et al.,
2019). However, most studies are confined to single-project settings,
treating escalation as an isolated event rather than as part of broader
decision history. Only a few have explored how prior decision outcomes
shape subsequent escalation behavior, and these have focused exclu-
sively on acts of commission (Bragger et al., 2003; Ku, 2008). The pre-
sent study extends this line of research by examining how both types of
failure (commission and omission errors) affect future escalation. Spe-
cifically, we investigate their underlying mechanisms through antici-
pated keep regret and anticipated drop regret and their boundary
conditions through individual differences in regulatory focus (promo-
tion vs. prevention focus). Fig. 1 illustrates our conceptual model, which
integrates these relationships and highlights the proposed mediating
and moderating mechanisms.

2.1. The influence of prior failure on EoC

Adverse feedback on a project often leads decision-makers to esca-
late their commitment to that project (Staw, 1981). However, across
projects, failure tends to prompt behavioral adaptation (Cyert & March
1963; Madsen & Desai, 2024). Individuals adjust their future actions in
response to prior adverse outcomes (Blake, 2008; Denrell, 2007).
Applied to project reviews, this suggests that after experiencing failure,
decision-makers become less inclined to repeat the same course of action
when facing a new failing project. Specifically, those who previously
made a commission error tend to shift toward decisions that increase the
likelihood of omission errors, and vice versa (Dye et al., 2014; Klinge-
biel, 2018). This pattern reflects a broader tendency to form more
negative perceptions of decision types associated with recent adverse
outcomes (Johnson & Tversky, 1983).

We propose that decision-makers who have experienced a
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Table 1

Overview of adjacent literature.
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Decision history

Key findings

Authors Method (n) Emotional/motivational constructs

Bragger et al. Experiment (136) -
(2003)

Wong et al. 3 experiments (462) Negative affect (trait/state)
(2006)

Wong & 4 experiments (623) Anticipated withdrawal vs.
Kwong persistence regret
(2007)

Ku (2008) 2 experiments (121) Experienced regret

DeTienne Conjoint experiment (89 Extrinsic motivation, personal
et al. participants; 2848 investment, collective efficacy
(2008) decisions)

Molden & 2 experiments (238) Regulatory focus (promotion vs.

Hui (2011)

prevention)

Sarangee 2 experiments (328) Anticipated keep and anticipated drop
et al. regret
(2013)

Barsky & 2 experiments (342) Regulatory focus (promotion vs.
Zyphur prevention)
(2016)

Huang et al. Team simulation (66 teams;  Group hope vs. fear; engagement
(2019) 569 rounds)

Sarangee Experiment (280) Anticipated keep and anticipated drop
et al. regret
(2019)

Roeth et al. Experiment (366) Affect (positive/negative) x decision
(2020) mode (intuitive/rational)

Weeth et al. 4 experiments (460) Thought worlds (strategy orientation,
(2020) professional orientation, tolerance for

ambiguity, risk orientation)

Lee et al. 3 experiments (351) Growth mindset, anticipated regret
(2021)

Kier et al. Experiment (261); conjoint Self-regulatory modes (locomotion vs.
(2022) experiment (216 assessment); entrepreneurial

participants; 7776 experience
decisions)

Lee et al. 2 experiments (208) Goal source (self-set, assigned,
(2024) inherited)

Valéau et al. Field study (85);18-month Affective vs. instrumental
(2024) longitudinal commitment profiles

Across projects; past
success experience
Within project
Within project

Across projects; past
regret experience
Within project; prior
success as a manipulated
attribute

Within project

Within project

Within project

Within project

Within project

Within project

Within project

Within project

Within project

Within project

Within project

Prior success delays exit from failing ventures, particularly
when feedback is equivocal.

Negative affect reduces escalation only when the individual
is responsible for the prior decision.

Withdrawal regret increases escalation; persistence regret
decreases escalation.

Experiencing regret in an earlier escalation reduces
escalation in a subsequent task.

Persistence increases with personal investment, collective
efficacy, and prior success. Extrinsic motivation strengthens
investment effects and weakens other influences.
Promotion focus reduces escalation compared with
prevention focus and control; prevention focus produces
typical escalation when responsible for initial decisions.
Keep regret increases with negative information; drop regret
remains constant; commitment declines.

Proximity to completion increases escalation among
promotion-focused individuals.

Group hope increases escalation more strongly than fear
reduces it; engagement mediates this effect.

Keep regret reduces escalation; drop regret increases
escalation via perceived likelihood of success.

Negative affect increases escalation overall. Rational mode
increases escalation under negative affect, while intuitive
mode reduces escalation under positive affect.
Thought-world orientations have distinct effects on
escalation via belief updating. Escalation is more likely when
orientations align with project characteristics (e.g., R&D
orientation with exploratory projects).

A growth mindset increases escalation, mediated by lower
anticipated regret and higher anticipated likelihood of
success, with partially more substantial effects under
unfamiliar technology.

Team recommendations increase persistence with losing
projects. Effects amplify for locomotion-oriented and
experienced entrepreneurs but weaken for assessment-
oriented entrepreneurs.

Escalation is highest for self-set goals, lower for assigned
goals, and lowest for inherited goals; it is not explained by
responsibility.

Persistence is explained by distinct initial-long-term
commitment profiles. Long-term instrumental commitment

This research 2 experiments (302) Regulatory focus (promotion vs.
prevention);anticipated keep and

drop regret

alone predicts persistence (escalation). Affective
commitment needs reinforcement by instrumental
commitment for long-term persistence. Initial-only profiles
lead to detachment.

Commission errors increase anticipated keep regret,
reducing escalation among individuals low in prevention
focus; omission errors heighten anticipated drop regret,
increasing escalation among those high in promotion focus.

Across projects; prior
commission error vs.
omission error.

commission error attribute the failure to their earlier decision to
continue the project. For example, a pharmaceutical manager who
pushed an expensive drug through clinical trials despite poor early re-
sults may later interpret the failure as evidence that they should have
terminated the trial earlier. Consequently, when evaluating a subse-
quent failing project, decision-makers view continued investment as less
attractive. In contrast, those who experienced an omission error are
more likely to associate the failure with their decision to terminate the
project. For example, a manager who canceled a promising drug project
might later view a competitor’s success with a similar compound as
proof that they acted too cautiously. Managers experiencing an omission
error are therefore more likely to discount the option of termination, to
overestimate the project's potential, and to escalate their commitment.
Thus:

H1. Decision-makers who have experienced an omission error are
more likely to escalate commitment to a subsequent failing project
than those who have experienced a commission error.

2.2. EoC and regret regulation

Because decision-makers in escalation contexts are prone to biased
information processing (Schultze & Schulz-Hardt, 2015), their adapta-
tion process following failure may be both analytic and emotional.
Among potential affective drivers, anticipated regret has emerged as a
particularly influential factor in shaping EoC decisions (Sarangee et al.,
2013; Sleesman et al., 2012). Regret is a negative emotion that arises
when individuals realize that a different decision could have produced a
better outcome (Zeelenberg, 1999). According to regret regulation
theory (Zeelenberg & Pieters, 2007), individuals try to avoid regret
rather than to maximize utility; they do so by adopting regret
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Escalation of
Commitment

Fig. 1. Conceptual model.

management strategies, one of which involves anticipating future regret
to guide current decisions (Pieters & Zeelenberg, 2007).

We propose that the experience of failure influences the type of
anticipated regret that surfaces in subsequent decisions. Specifically,
individuals who previously committed a commission error are likely to
develop anticipated keep regret, a forward-looking emotional concern
that repeating the same action (continuation) will again lead to adverse
outcomes. For example, after insisting on continuing a software devel-
opment project that ultimately failed, a manager may feel intense regret
for not stopping earlier. To regulate this emotion, they project similar
feelings onto future decisions and anticipate keep regret when facing a
subsequent project with negative feedback. This anticipation helps them
avoid repeating the same emotionally costly mistake, making them more
reluctant to persist with another failing project (Zeelenberg & Pieters,
2007).

In contrast, individuals who experienced an omission error are less
likely to anticipate keep regret and may even consider continuation a
corrective action. In this way, anticipated keep regret functions as an
affective mechanism that reduces the likelihood of repeated escalation
following commission errors but is less activated in the case of omission
errors. Thus:

H2a. Anticipated keep regret mediates the effect of decision failure
on EoC, such that decision-makers who made a commission (omis-
sion) error experience heightened (reduced) levels of anticipated
keep regret, leading to lower (higher) levels of EoC.

Following this logic, individuals who have recently encountered an
omission error should experience higher levels of anticipated drop regret
for a focal project. Because drop regret results from an omission error
experience (Khanin et al., 2021; Leder et al., 2013), they may anticipate
drop regret in an effort to regulate the regret caused by the omission
error (Zeelenberg & Pieters, 2007). For example, a manager who sees a
competitor successfully release a software development product after
terminating a similar project may feel intense retrospective regret for
having canceled too early. To regulate this emotion, they anticipate
feeling a comparable degree of regret if they were to drop another
project that is currently underperforming. Consequently, decision-
makers who have recently experienced an omission error are likely to

show a tendency toward escalation, due to heightened anticipated drop
regret (Sarangee et al., 2019). They may be more willing to continue
investing in a failing project to avoid the drop regret associated with
another omission error. Thus:

H2b. Anticipated drop regret mediates the effect of decision failure
on EoC, such that decision-makers who made an omission (com-
mission) error experience heightened (reduced) levels of anticipated
drop regret, leading to higher (lower) levels of EoC.

2.3. Role of regulatory focus

Self-regulation is central to how individuals manage negative emo-
tions, conflicting goals, and motivational impulses (Billore et al., 2023).
A key motivational framework explaining how they regulate their re-
sponses to such challenges is regulatory focus theory. According to this
theory (Higgins, 1997), individuals adopt either a promotion focus,
aimed at achieving ideals and pursuing gains, or a prevention focus,
aimed at maintaining security and avoiding losses. These motivational
orientations influence how they interpret different types of failure.
Specifically, individuals’ interpretations of commission and omission
errors are dictated by their underlying regulatory orientation (Forster
etal., 2001; Lim & Hahn, 2020). In turn, regulatory focus influences how
individuals process failure-related information (Florack & Hartmann,
2007) and how they adjust their responses to negative feedback (Ahn
et al., 2020).

Prevention-focused individuals are especially attuned to potential
losses and are more sensitive to anticipated keep regret, which stems
from continuing a failing course of action (Leder et al., 2013). They also
show a heightened tendency to engage in subtractive counterfactual
thinking—imagining what could have been avoided if a prior action had
not been taken—particularly in response to commission errors (Idson
et al., 2000; Roese et al., 1999). These reflections may intensify retro-
spective regret and elevate future anticipated keep regret.

Research on prevention focus shows that when individuals operate
below their aspiration level, in the domain of losses, they often persist
rather than withdraw to restore a sense of security (Higgins & Pinelli,
2020; Scholer & Higgins, 2012). Thus, in escalating situations,
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prevention-focused individuals may anticipate less keep regret from
persistence, because they reframe continuation as the only viable route
to recover stability. For example, a prevention-focused pharmaceutical
manager whose drug trial has encountered disappointing interim results
may view continued investment as a means to fix the situation and
prevent the broader program from failing. In this state, they may sup-
press anticipated keep regret to preserve a sense of control and security.
Although prevention-focused managers are generally more sensitive to
commission errors and the regret they generate, under conditions of
threat, they may regulate this anticipation downward to align affect and
behavior with their motivational goal of restoring security. Escalation
research supports this reasoning, showing that prevention-focused in-
dividuals are particularly prone to persist when they feel responsible for
the initial decision (Molden & Hui, 2011). Drawing on regret regulation
theory, we argue that anticipated regret in such situations serves not
merely as a prediction of future emotions but also as a regulatory tool by
which managers adjust their expectations to remain aligned with their
motivational orientation (Zeelenberg & Pieters, 2007).

Building on this logic, we contend that such dynamics are especially
pronounced following commission errors. Losses from a commission
error can, in principle, be reversed if the focal project eventually suc-
ceeds, making persistence appear as an opportunity to restore the prior
state. For example, a prevention-focused pharmaceutical manager who
previously continued a costly drug trial that ultimately failed may, when
evaluating a new project facing early setbacks, downplay anticipated
regret by framing persistence as a chance to recover from the earlier
failure and re-establish stability. Faced with this possibility, prevention-
focused individuals may strategically anticipate less keep regret from
continuing to justify escalation and remain consistent with their over-
arching goal of maintaining security. Therefore, regret regulation (how
regret expectations are adjusted) and regulatory focus (why these ad-
justments are made) jointly explain why prevention focus weakens the
effect of commission errors on anticipated keep regret, reducing regret’s
deterrent role and ultimately fostering escalation. Thus:

H3a. Prevention focus moderates the effect of commission (vs.
omission) error experiences on anticipated keep regret. Specifically,
as prevention focus increases, the effect of commission errors on
anticipated keep regret diminishes, thereby increasing subsequent
EoC.

Conversely, promotion-focused individuals pursue growth and the
achievement of ideals (Higgins, 1997). Omission errors represent missed
opportunities to realize these aspirations and thus directly threaten this
motivational orientation. Such errors evoke upward counterfactual
thinking about unrealized gains, which intensify regret over inaction
(Roese et al., 1999; Yeung & Feldman, 2022). Promotion-focused in-
dividuals are particularly prone to this form of regret, as they are more
sensitive to absent positives and foregone opportunities (Leder et al.,
2013). Because promotion focus also reduces inaction inertia (Liu &
Chou, 2025), individuals high in this orientation are more likely to re-
engage after missed opportunities than to disengage, thereby strength-
ening the motivational pull of omission errors in subsequent decisions.
Although promotion focus is often associated with resilience in the face
of failure (de Lange & van Knippenberg, 2009; Langens, 2007), this
buffer weakens when failure stems from inaction. Whereas commission
errors can be reframed as proactive missteps, omission errors reflect
passivity and squandered opportunity. This contrast makes them
particularly difficult to dismiss for promotion-focused individuals
(Crowe & Higgins, 1997; Roese & Summerville, 2005).

We argue that in escalation contexts, prior omission errors intensify
upward counterfactual thinking about what could have been gained,
heightening anticipated drop regret when managers consider terminat-
ing a subsequent failing project. Promotion-focused individuals are
especially attuned to the prospective costs of inaction, often finding
them more aversive than the costs of failed action (Leder et al., 2013;
Pierro et al., 2008). For example, a promotion-focused pharmaceutical
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manager who previously canceled a promising drug project and later
saw a competitor achieve a breakthrough with a similar compound may
experience intense retrospective regret for withdrawing too soon. To
regulate this emotion, they amplify anticipated drop regret in subse-
quent decisions, imagining how much they would regret terminating
another project that might still succeed. According to regret regulation
theory, they are likely to amplify anticipated drop regret following
omission errors to align emotional expectations with their aspirational
goals (Zeelenberg & Pieters, 2007). In this case, promotion focus
strengthens the link between omission errors and anticipated drop
regret, thereby increasing EoC. Thus:

H3b. Promotion focus moderates the effect of omission (vs. com-
mission) error experiences on anticipated drop regret. Specifically, as
promotion focus increases, the effect of omission errors on antici-
pated drop regret amplifies, thereby increasing subsequent EoC.

3. Overview of studies

We conducted two experimental studies to test our hypotheses. Study
1 examines whether a prior commission error results in lower EoC with a
subsequent project than an omission error (H1). Study 2 builds on this
by investigating whether anticipated keep regret and anticipated drop
regret mediate this relationship (H2a and H2b). Study 2 also explores
how individuals’ regulatory focus moderates the relationship between
prior failure type and anticipated regret, thereby influencing EoC (H3a
and H3b).

4. Study 1
4.1. Methodology

4.1.1. Participants and design

In line with previous escalation research, we conducted a scenario-
based experiment that led participants through a fictitious innovation
development process to test H1 (Eliéns et al., 2018; Schmidt & Cal-
antone, 2002; Weeth et al., 2020). Specifically, we employed a two-
group between-subjects experiment, manipulating past failure experi-
ence through a vignette and randomly allocating participants to either
the commission error or omission error group. The experimental design
ensures a high degree of internal validity, a prerequisite for drawing
causal inferences (Campbell & Stanley, 1963). In addition, decision-
makers in an alternative research design would likely present their
past failure experiences in a biased manner (Schmidt & Calantone,
2002).

We collaborated with the European panel provider Respondi (now
part of Bilendi) (Revilla & Hohne, 2020) to recruit managers with
decision-making authority in new product development projects. In line
with prior research, we selected this context because of the high stakes
and inherent uncertainty of new product development, which make it
especially susceptible to EoC (Eliéns et al., 2018; Sarangee et al., 2019;
Weeth et al., 2020; Yang et al., 2023).

To be eligible, participants needed to hold a leadership role at the
group, team, or project level and to have been involved in at least one
new product development decision within the last three years. The
initial sample consisted of 130 responses. We excluded four participants
whose total survey completion times were more than two median ab-
solute deviations below the median, suggesting anomalously fast re-
sponses (Leys et al., 2013). Consequently, we retained 126 valid
responses, which we nearly evenly distributed across the two experi-
mental conditions.

Because scenario-based escalation tasks can be cognitively
demanding (Kahneman & Tversky, 1984; Sweller, 1988), we imple-
mented several design safeguards to minimize overload while preser-
ving ecological validity. To minimize the risk of cognitive overload, we
carefully designed the scenario to be realistic but manageable for
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participants. Before launching the study, we conducted a pretest with
innovation managers to ensure that the experimental task was
comprehensible and that they could follow the information without
difficulty (Ericsson & Simon, 1998; Presser et al., 2004). Instead of
providing detailed financial tables, we aggregated performance infor-
mation into three key criteria (profits, sales, and market share) and
presented them in a visual format for quick review. We also included
attention and comprehension checks to identify inattentive responses
(Maniaci & Rogge, 2014). These features, combined with our effort to
closely follow prior EoC experiments (Eliéns et al., 2018; Schmidt &
Calantone, 2002; Weeth et al., 2020), support our belief that partici-
pants were able to process the information and make meaningful de-
cisions without succumbing to satisficing behavior. At the same time, we
intentionally retained some degree of task complexity to preserve
ecological validity, as real-world escalation decisions require balancing
financial trade-offs with past experiences and emotional considerations
(Behrens & Ernst, 2014). Moreover, engagement indicators such as
completion times, low dropout rates, and meaningful variance in re-
sponses suggest that participants engaged seriously with the scenarios
rather than resorting to default responding. Finally, the results are
robust across model specifications, further reducing concerns that the
observed effects are artifacts of task complexity.

4.1.2. Procedure

The experiment required participants to assume the role of decision-
makers evaluating a fictional project: the development of a novel airbag
sensor (Schmidt & Calantone, 2002). We instructed the participants to
envision themselves as the head of innovation management at a fictional
mid-sized sensor supplier in the automotive sector. We provided a
thorough explanation and a visual representation of the Stage-Gate
procedure used by the fictitious company (Web Appendix A). In addi-
tion, we told the participants to assume the role of a member of the
company’s project review committee (Eliéns et al., 2018). In this ca-
pacity, we informed the participants that their responsibility was to
provide top-level executives with recommendations on whether to
continue or terminate innovation projects at the respective gates. Study
1 focuses on individual decision-making because project evaluations are
typically conducted at the individual level before being aggregated at
the group level (Eliéns et al., 2018). We also informed participants that
top management expected innovations launched into the market to meet
three specific performance benchmarks (Sarangee et al., 2013; Schmidt
& Calantone, 1998, 2002): (1) profits exceeding €500,000 per year, (2)
sales exceeding €30 million per year, and (3) market share exceeding
30%. Decisions in innovation management are typically evaluated
against such financial and market-based criteria (Behrens & Ernst,
2014).

Next, we notified the participants that, during a previous phase of
airbag sensor development, they had recommended to top management
that the project be initiated and proceed through Gates 1 (idea screen)
and 2 (go to development). Top management followed the participants’
recommendation and allocated €15.68 million toward the airbag sensor
project (Schmidt & Calantone, 2002). Subsequently, we informed the
participants that the project team had completed the development and
testing of the new airbag sensor. They were now responsible for evalu-
ating the project at the final gate before its launch and providing top
management with a recommendation (Gate 3).

Before participants decided how to proceed with the airbag sensor
project, we introduced a manipulation that involved a decision failure in
a prior project. We provided the participants with a vignette describing
the previous project they had overseen—an innovative brake sensor.
The vignette detailed that participants in the commission error group
had supported the market introduction of the brake sensor. Following
their guidance, top management launched the product into the market.
Subsequent feedback revealed that the brake sensor did not meet its
prior specifications, indicating a commission error. For the omission
error group, the vignette depicted participants advising caution in
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introducing the brake sensor. Following their advice, top management
refrained from launching the product. However, subsequent feedback
indicated that a competitor had succeeded with a similar product, sug-
gesting an omission.

Finally, we informed participants that the additional costs of intro-
ducing the new airbag sensor to the market amounted to €3 million. We
informed them that the estimated annual profit would be €250,000, the
estimated annual sales would be €21.5 million, and the estimated
market share would be 22.5%. Consequently, the airbag sensor project
fails to meet all performance objectives set by top management. As a
result, participants should terminate the project at this point. Both
experimental groups received identical performance estimates for the
airbag sensor project (Schmidt & Calantone, 1998). At the end of the
study, we asked participants to answer our measures of EoC and socio-
demographic questions.

4.1.3. Measurement and controls

We coded decision failure as 1 for an omission error and 0 for a
commission error. Following prior research, we operationalized EoC
using both binary and metric measurements. In addition to the binary
decision to continue or terminate the focal project (Eliéns et al., 2018),
participants used an 11-point scale to indicate their intent to authorize
additional project funds (Sarangee et al., 2019). Table 2 presents the
measurement information, and Table 3 reports the descriptive statistics
and bivariate correlations. Because decision failure (commission error
vs. omission error) was experimentally manipulated and temporally
preceded the escalation decision, endogeneity concerns about the in-
dependent variable are minimized (Aguinis & Bradley, 2014; Antonakis
et al., 2010). To account for any industry-specific expertise, we asked
participants to indicate their familiarity with the automotive industry. In
addition, we controlled for risk propensity, an important driver of EoC
(Keil et al., 2000; Sleesman, 2019).

4.2. Data analysis and results

To evaluate the effectiveness of our manipulation, participants rated
whether they chose to continue or terminate the brake sensor project on
an 11-point scale (1 = “terminate,” 11 = “continue”). Because the re-
sponses were non-normally distributed, we conducted a Mann-Whitney
U test to compare the two groups. The results revealed a significant
difference (Mdncg = 10, Mdnog = 3; 2 = 6.236, p < 0.001) in the desired
direction. Participants also evaluated performance outcomes. Those in
the commission error group rated whether the brake sensor met per-
formance benchmarks (1 = “not met,” 11 = “fully met”), while those in
the omission error group rated whether the competitor's brake sensor
met performance aspirations. Using the Wilcoxon signed-rank test, we
tested whether responses deviated from the neutral midpoint (6). The
commission error group rated the brake sensor as failing to meet
benchmarks (Mdn = 2;z = — 4.747; p < 0.001), while the omission error
group believed the competitor's brake sensor exceeded performance
aspirations (Mdn = 9; z = 4.815; p < 0.001). These findings indicate that
participants appropriately distinguished between the performance out-
comes of the two scenarios.

We employed a bootstrap-based ordinary least squares regression
with robust standard errors to examine whether prior failure type pre-
dicts EoC (N = 126; 5000 replications). An omission error increased EoC
compared with a commission error (b = 1.176; SE = 0.560; p = 0.036),
in support of H1. Neither risk propensity (b = 0.115; SE = 0.245; p =
0.649) nor industry knowledge (b = 0.125; SE = 0.088; p = 0.168) were
significant covariates (R? = 0.049). The results remained consistent
when excluding covariates and when estimating a logit model with the
binary operationalization of EoC.

4.3. Discussion

As hypothesized, our data reveal a significant influence of a prior
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Table 2
Construct measurements.

SD

CR

AVE

Behavioral commitment (Study 1/
Study 2) (adapted from Schmidt &
Calantone, 2002)

How likely is it that you would
recommend authorizing the funds
required to complete the next stage
of the new product development
project?

After reviewing the available
information, my recommendation
to senior management is to
terminate (0)/continue (1) the ...
project.

Anticipated keep regret (Study 2;
Cronbach’s a = 0.63) (adapted from
Sarangee et al., 2019)

1 felt that I might regret it if I
authorized the funds and later
found out that I shouldn't have.

I felt that I might regret it in the future
if I gave too many opportunities for
the project to do well later by not
stopping the funding now.

Anticipated drop regret (Study 2;
Cronbach’s a = 0.80) (adapted from
Sarangee et al., 2019)

I felt that I might regret it if I did not
authorize the funds and later found
out that I should have.

Ifelt that I might regret it in the future
if I did not give sufficient
opportunities for the project to do
well later by stopping the funding
now.

1 felt that I might regret it if I delayed
the project, and a competitor came
up with a similar product earlier
than I did because of the delay.

Prevention focus (Study 2;
Cronbach’s a = 0.79) (adapted from
Higgins et al., 2001)

Not being careful enough has gotten
me into trouble at times. (R)

Growing up, I would often 'cross the
line' by doing things my parents
would not tolerate. (R)

When I was growing up, I often got on
my parents' nerves. (R)

1 often obeyed rules and regulations
established by my parents when I
was growing up.

Growing up, I often acted in ways that
my parents found objectionable. (R)

Promotion focus (Study 2;
Cronbach’s a = 0.68) (adapted from
Higgins et al., 2001)

When it comes to achieving things
that are important to me, I often
find that I don't perform as well as I
would ideally like to do. (R)

1feel like I have made progress toward
being successful in my life.

Compared to most people, I am
typically unable to get what I want
out of life. (R)

Accomplishing things often gets me
'psyched' to work even harder.

1 often do well at different things I try.

5.37/
7.73

0.47/
0.64

4.56

4.35

4.72

4.78

4.89

4.06

4.13

5.36

4.07

4.74

5.85

5.03

5.88

5.76

3.28/
2.63

0.50/
0.48

1.69

1.64

1.60

1.73

1.93

1.45

1.86

1.73

1.09

1.15

1.07

0.56

0.94

0.71

0.89

0.80

0.51

0.82

0.78

0.42

0.86

0.44

0.78

0.59

0.73

0.62

0.70

0.82

0.82

0.60

0.65

0.50
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Note: R = a reverse-scaled item; A = standardized factor loading; CR = com-
posite reliability; AVE = average variance extracted.

decision failure on EoC in subsequent decision-making. Although
research shows that decision-makers’ experience of failure can reduce
subsequent escalation (e.g., Ku, 2008), our study offers a more nuanced
perspective. Following a commission error, decision-makers tend to
avoid repeating that specific mistake, leading to reduced EoC.
Conversely, following omission errors, decision-makers show increased
commitment to a subsequent failing project, likely driven by a desire to
avoid a recurrence of the same oversight.

However, the effect is small to moderate (Cohen’s f*> = 0.033), sug-
gesting that additional factors influence this relationship. This raises two
key questions: Under what conditions is this effect more substantial, and
through what mechanisms does it operate? To explore these questions,
Study 2 examines anticipated regret as a mediator driving the effect and
regulatory focus as a moderator shaping its strength.

5. Study 2
5.1. Methodology

5.1.1. Participants and design

To test H2 and H3, we employed a between-subjects quasi-experi-
mental design. Quasi-experiments resemble true experiments but lack
random assignment (Cook & Wong, 2008). However, both designs allow
researchers to draw more definitive conclusions about the causal rela-
tionship between two variables (Marsden & Torgerson, 2012). By
omitting random assignment, we can achieve a more effective manip-
ulation, as participants will experience the specific failure type them-
selves. We again relied on scenario-based approaches that capture the
situational characteristics of EoC (FElieéns et al., 2018; Weeth et al.,
2020).

For this study, we collaborated with the US-based panel provider
Dynata to selectively recruit managers with decision-making authority
in new product development; Dynata routinely checks its executive
panel for attentiveness and demographic balance (Camacho et al.,
2019). Eligibility requirements were identical to those in Study 1. We
retained 176 valid responses after excluding 24 participants who did not
continue at the initial gate.

We employed safeguards similar to those in Study 1 to minimize
cognitive overload and ensure task comprehensibility. These included
pretests, face-validity interviews with innovation managers, and a
simplified presentation of financial information, in which we aggregated
forecasts into net present values (NPVs) and cash-out options rather than
detailed tables. In addition, we implemented an early comprehension
check: we excluded participants who chose to terminate the positively
framed adhesive project at the initial screen from further participation,
as this response indicated insufficient task engagement or a misunder-
standing of the scenario (see Eliéns et al., 2018). Together, these design
features, along with our reliance on established EoC paradigms (Eliéns
et al.,, 2018; Weeth et al., 2020), suggest that participants engaged
meaningfully with the tasks rather than satisficing.

5.1.2. Procedure

The participants acted as decision-makers, making a series of project-
review decisions for two fictitious projects at a mid-sized chemical firm
(Weeth et al., 2020). As in Study 1, we informed participants that the
firm follows a Stage-Gate process to evaluate innovation projects (Web
Appendix A). Participants again served as project managers on the
company's innovation development gate committee, advising on
whether to continue or terminate projects (Eliéns et al., 2018). We
explained that the focal firm uses the NPV metric to evaluate projects.
Next, participants learned that the innovation development team had
been working on a new adhesive and were asked to choose a product
name for it and to formulate a one-sentence pitch to elicit commitment
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Table 3
Descriptive statistics and bivariate correlations.
Variables M SD 1) 2) (©)) “4) 5) (6) ) ®
(1) EoC 5.377.73 3.28 1.00 1.00
2.63
(2) Decision failure 0.48 0.38 0.50 0.164 0.062 1.001.00
0.49
(3) Risk propensity 5.725.14 1.35 0.070 0.057 —0.120 1.001.00
1.31 0.396**
(4) Industry knowledge 5.783.81 3.26 0.133 —0.088 0.070 1.001.00
1.70 0.291** —0.115 0.273**
(5) Anticipated keep N.A. 4.45 N.A.1.42 N.A. N.A. —0.108 N.A. -0.155* N.A. N.A.1.00
regret —0.284** —0.070
(6) Anticipated drop N.A. 4.79 N.A. N.A. 0.415%* N.A. 0.052 N.A. 0.129 N.A. 0.021 N.A. 0.092 N.A.1.00
regret 1.34
(7) Promotion focus N.A. 5.45 N.A. N.A. 0.080 N.A. —0.050 N.A. 0.187* N.A. 0.078 N.A. 0.121 N.A. 0.126 N.A.1.00
0.92
(8) Prevention focus N.A. 4.11 N.A.1.46 N.A. 0.009 N.A. 0.077 N.A. —0.048 N.A. N.A. N.A. N.A. N.
—0.006 —0.014 —0.080 0.011 A.1.00

Note: Top value in each cell = Study 1 (N; = 126); bottom value = Study 2 (N, = 176). N.A. = variable was not measured in that study. Means, standard deviations, and
bivariate correlations were calculated with uncentered variables. *p < 0.05. **p < 0.01.

to the project (Weeth et al., 2020). Given an NPV of $3 million
(compared with the historically successful project average of $1.5
million), participants had to decide whether to continue with the ad-
hesive project at the “Initial Screen” gate. Participants who chose not to
continue the project exited the experiment and did not participate in the
subsequent stages (Elieéns et al., 2018). Because continuation in the
experiment depended on this initial decision, we conducted balance
checks comparing participants who continued the project with those
who terminated it on key baseline characteristics (risk propensity,
innovation experience, tenure, industry knowledge, age, and gender).
Independent samples Welch t-tests for continuous variables and a pro-
portion test for gender showed no significant differences between the
groups (all ps > 0.10).

Subsequently, we drew participants’ attention to a second project on
which the firm's product development team had been working: new self-
repairing concrete, currently at the final gate, referred to as the “Final
Launch.” Here, the participants received ambiguous information about
the project, including an NPV of $1.16 million and the option to receive
$1.10 million immediately by selling the technology to another com-
pany upon project termination. Depending on whether participants
continued or terminated the project, they received negative feedback on
their decision, which was framed as a commission or omission error. To
verify that the experimental conditions did not differ systematically in
baseline characteristics, we again conducted balance checks on risk
propensity, innovation experience, tenure, industry knowledge, age, and
gender. Independent-samples Welch t-tests for continuous variables and
a proportion test for gender again revealed no significant differences
between the experimental groups (all ps > 0.10).

Participants then returned their attention to the adhesive project,
which had progressed to the “Business Case Evaluation” gate. We
informed the participants that the projected development time had
increased while the forecast had significantly deteriorated, including an
updated NPV of $1.17 million. Again, a cash-out option was offered,
under which the seller would receive $1.8 million immediately upon
selling the technology to another company. Given this information, the
rational choice was to terminate the project and exercise the cash-out
option. Subsequently, we solicited responses to our measure of EoC,
anticipated regret, and control variables, as well as sociodemographic
characteristics.

5.1.3. Measurements and manipulation checks

Measures of EoC and covariates were the same as in Study 1. In
addition, we assessed participants’ anticipated keep and anticipated
drop regret regarding the failing project by adapting the scales of
Sarangee et al. (2019). We measured prevention focus and promotion

focus at the beginning of the experiment using the Regulatory Focus
Questionnaire (Higgins et al., 2001), which captures individuals’
chronic motivational orientation toward pursuing gains (promotion
focus) versus avoiding losses and fulfilling obligations (prevention
focus) (see Table 2 for measurement details and Table 3 for descriptive
statistics and correlations).

To determine whether participants understood the manipulation as a
commission or omission error, we asked them to indicate whether their
decision on the first project resulted in a failed innovation or a missed
innovation (7-point semantic differential scale; 1 = “failed innovation,”
7 = “missed innovation”). An independent samples t-test revealed a
statistically significant difference (M¢g = 3.59, Mog = 5.35; p < 0.001) in
the expected direction, indicating that the manipulation was successful.

5.2. Data analysis and results

5.2.1. Measurement model assessment

A four-factor confirmatory factor analysis (CFA) in R’s lavaan
confirmed that anticipated keep regret, anticipated drop regret, pro-
motion focus, and prevention focus each form distinct dimensions. We
dropped one reversed promotion item because of a weak standardized
loading (A = 0.34). In the final model, all standardized loadings excee-
ded the 0.40 benchmark (Tabachnick & Fidell, 2014), ranging from
0.555 t0 0.939 (p < 0.001) for anticipated keep regret, 0.714 to 0.889 (p
< 0.001) for anticipated drop regret, 0.444 to 0.780 (p < 0.001) for
promotion focus, and 0.424 to 0.864 (p < 0.001) for prevention focus.
For anticipated keep regret (two items), the inter-item correlation (r =
0.46) indicated acceptable internal consistency for a two-item scale
(Eisinga et al., 2013). Cronbach’s o values were 0.82 for anticipated
drop regret, 0.68 for promotion focus, and 0.80 for prevention focus.
Promotion focus is borderline at the 0.70 threshold but acceptable given
the scale's brevity and the presence of reverse-scored items, and is
supported by satisfactory composite reliability (®# = 0.70) and signifi-
cant factor loadings. Composite reliabilities (o = 0.70, 0.82, 0.82, 0.70,
respectively) of all constructs met the 0.70 benchmark (Hair, 2014).
Average variance extracted (AVE) was 0.60, 0.65, 0.50, and 0.41,
respectively. Although the AVE for the promotion focus was below 0.50,
the combination of composite reliability and AVE is considered satis-
factory (Hair, 2014). Discriminant validity was supported, with heter-
otrait-monotrait ratios ranging from 0.097 to 0.200, all well below the
0.85 threshold (Henseler et al., 2015), and the Fornell-Larcker criterion
showing that AVE values exceeded the squared latent correlations
(Fornell & Larcker, 1981).
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5.2.2. Common method bias

To mitigate potential common method bias, we ensured the confi-
dentiality and anonymity of participants' responses (Podsakoff et al.,
2003) and used distinct scale formats for the mediators and modera-
tors compared with the dependent variable. Additionally, we assessed
the moderators at the outset and the mediators and the dependent
variable at the conclusion of the survey, immediately before the cova-
riates and demographics. We subsequently conducted a post hoc test by
estimating an unmeasured latent method construct model, in which we
allowed all items to load onto both their theoretical constructs and a
latent common method factor (Feurer et al., 2019). The model did not fit
significantly better than the baseline CFA (Ay2(5) = 9.44, p = 0.093),
and changes in fit indices were negligible (ACFI = 0.005, ARMSEA = —
0.008). Moreover, the inclusion of the latent method factor did not alter
the strength or significance of the path coefficients. Taken together,
these results suggest that common method variance is not a serious
concern in our study and that the observed effects are driven by the
theoretical constructs under investigation rather than by measurement
artifacts.

5.3. Hypothesis testing

We employed generalized structural equation modeling (GSEM) with
robust standard errors to examine the effects of decision failure on EoC,
mediated by anticipated keep and anticipated drop regret (see Table 4),
and to assess whether these effects are conditioned by promotion and
prevention focus (see Table 5). We modeled anticipated keep regret,
anticipated drop regret, prevention focus, and promotion focus as
observed composite scores, computed by averaging the respective items.
We opted for composites rather than latent variables, as the latter often
require sample sizes of nearly 500 or more to produce stable estimates
(Kretzschmar & Gignac, 2019).

To reduce multicollinearity and facilitate interpretation in the
moderated mediation model, we mean-centered both promotion and
prevention focus scores before creating interaction terms (Cortina,
1993). Following Kalnins and Praitis Hill (2025), we examined the
bivariate correlations among predictors, all of which were well below
the 0.20 threshold for our sample size, indicating that multicollinearity
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was not a concern.

We computed linear interactions by multiplying the mean-centered
predictors by the decision failure variable. We created quadratic terms
in two steps: (1) squaring the mean-centered predictors and (2) multi-
plying these squared terms by decision failure to obtain the quadratic
interactions (Kalnins, 2024). Both standard and quadratic interaction
terms were therefore included in our model, as omitting quadratic terms
may result in spurious linear interactions and inflated Type I errors
(Cortina, 1993), as well as an increased likelihood of Type II errors
(Ganzach, 1998). For transparency, we estimated the models with and
without quadratic terms (see Table 5 and Web Appendix B). To ensure
the validity of the quadratic specification, we assessed potential biases,
including beta polarization, Type I error inflation, and common factor
concerns (Kalnins, 2024). Correlations between decision failure and
promotion focus (r = -0.049, p = 0.511) and prevention focus (r =
-0.047, p = 0.536) were close to zero and non-significant, making
spurious effects due to common factors unlikely. On this basis, we report
both models but base our interpretation on the quadratic specification.

5.3.1. Model 1 (direct effect)

To test the baseline hypothesis (H1), we regressed EoC directly on
decision failure. The results confirm that EoC decreases following a
commission error compared with an omission error (f = 0.696; SE =
0.341; p < 0.05; see Table 4).

5.3.2. Model 2 (mediation)

We then added anticipated keep regret and anticipated drop regret as
mediators in a structural model with three linked equations: decision
failure predicting each mediator and both mediators predicting EoC. In
this specification, the direct effect of decision failure on EoC becomes
non-significant (# = 0.365; SE = 0.302; p = 0.228). Anticipated keep
regret significantly decreases EoC (f = -0.480; SE = 0.109; p < 0.001),
while anticipated drop regret significantly increases it (4 = 0.780; SE =
0.142; p < 0.001). However, the relationship between decision failure
and anticipated keep regret is only marginally significant (8 = —-0.385;
SE = 0.216; p = 0.074), while the effect on anticipated drop regret is not
significant (f = 0.188; SE = 0.195; p = 0.335). Therefore, H2a and H2b
are not supported.

Table 4
Study 2: GSEM Results: Main effect and mediation analysis (Models 1 & 2).
Dependent variable Predictor variable Coefficient SE z p 95% CI
Model 1: Direct effect
Industry knowledge 0.324 0.102 3.18 0.002%* [0.124, 0.525]
Risk propensity 0.707 0.122 5.79 0.000%* [0.467, 0.947]
Decision failure 0.696 0.341 2.04 0.041* [0.028, 1.364]
Constant 2.594 0.736 3.52 0.000%* [1.151, 4.037]
Model 2: Mediators Included
Anticipated keep regret Industry knowledge —0.035 0.066 —0.53 0.598 [-0.164, 0.094]
Risk propensity -0.172 0.083 —2.08 0.038* [-0.335, —0.009]
Decision failure —0.385 0.216 -1.79 0.074 [-0.807, 0.037]
Constant 5.618 0.451 12.47 0.000** [4.735, 6.501]
Anticipated drop regret Industry knowledge —0.007 0.068 —0.10 0.918 [-0.139, 0.126]
Risk propensity 0.142 0.079 1.79 0.074 [-0.014, 0.298]
Decision failure 0.188 0.195 0.96 0.335 [-0.194, 0.570]
Constant 4.020 0.466 8.63 0.000%* [3.107, 4.933]
EoC Industry knowledge 0.313 0.087 3.61 0.000%* [0.143, 0.483]
Risk propensity 0.514 0.114 4.52 0.000%* [0.291, 0.737]
Decision failure 0.365 0.302 1.21 0.228 [-0.228, 0.957]
Anticipated keep regret —0.480 0.109 —4.40 0.000%* [-0.693, —0.267]
Anticipated drop regret 0.780 0.142 5.50 0.000%* [0.502, 1.058]
Constant 2.156 0.923 2.34 0.020* [0.347, 3.966]
Note: N = 176; Decision failure (0 = commission error, 1 = omission error). Model 1 log-likelihood = — 398.92; Model 2 log-likelihood = — 980.97. Entries are

unstandardized coefficients. Robust standard errors are reported. *p < 0.05, **p < 0.01.
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Table 5
Study 2: GSEM Results: Moderation analysis (Model 3).
Dependent variable Predictor variable Coefficient SE z p 95% CI
Anticipated keep regret Industry knowledge —0.046 0.064 —0.72 0.472 [-0.170, 0.079]
Risk propensity —0.184 0.083 —-2.21 0.027* [-0.347, —0.021]
Decision failure (X) —0.157 0.277 -0.57 0.570 [-0.701, 0.386]
Prevention focus (W) —0.245 0.116 —-2.11 0.035* [-0.473, —0.017]
Prevention focus? (W?) 0.104 0.073 1.43 0.154 [-0.039, 0.247]
X xW 0.410 0.167 2.46 0.014* [0.083, 0.737]
X x W2 —0.144 0.106 —-1.36 0.175 [-0.351, 0.064]
Constant 5.581 0.490 11.38 0.000** [4.620, 6.543]
Anticipated drop regret Industry knowledge —0.008 0.066 —0.12 0.902 [-0.138, 0.121]
Risk propensity 0.118 0.079 1.49 0.137 [-0.037, 0.273]
Decision failure (X) 0.010 0.216 0.04 0.965 [-0.415, 0.434]
Promotion focus (Z) 0.078 0.167 0.46 0.643 [-0.250, 0.406]
Promotion focus? (Z%) 0.023 0.107 0.22 0.828 [-0.187, 0.234]
X xZ 0.450 0.227 1.99 0.047* [0.006, 0.894]
X x 72 0.275 0.137 2.00 0.045* [0.006, 0.544]
Constant 4.129 0.474 8.71 0.000%* [3.200, 5.058]
EoC Industry knowledge 0.316 0.087 3.63 0.000%* [0.146, 0.487]
Risk propensity 0.509 0.118 4.30 0.000** [0.277, 0.741]
Anticipated keep regret —0.460 0.116 -3.95 0.000%* [-0.688, —0.232]
Anticipated drop regret 0.800 0.142 5.63 0.000** [0.521, 1.078]
Decision failure (X) 0.448 0.383 1.17 0.242 [-0.303, 1.199]
Prevention focus (W) —0.047 0.190 —0.25 0.804 [-0.420, 0.326]
Prevention focus? (W?) —0.097 0.117 —0.83 0.406 [-0.326, 0.132]
Promotion focus (Z) —0.059 0.227 —0.26 0.793 [-0.504, 0.385]
Promotion focus? (Z%) 0.205 0.165 1.24 0.215 [-0.119, 0.529]
X xW —0.203 0.253 —0.80 0.423 [-0.698, 0.292]
X x W? 0.000 0.155 0.00 1.000 [-0.303, 0.303]
XxZ 0.017 0.352 0.05 0.962 [-0.673, 0.707]
X x 72 —0.028 0.259 —0.11 0.915 [-0.535, 0.480]
Constant 1.945 0.964 2.02 0.044* [0.056, 3.834]
Note: N = 176; Decision failure (0 = commission error, 1 = omission error). Model log-likelihood = — 971.57. Entries are unstandardized coefficients. Robust standard

errors are reported. *p < 0.05, **p < 0.01.

5.3.3. Model 3 (moderated mediation)

Finally, we incorporated promotion focus and prevention focus as
moderators in a structural model with three equations for anticipated
keep regret, anticipated drop regret, and EoC (see Table 5). This model
included both linear and quadratic interaction terms with decision
failure. We also investigated whether regulatory focus explicitly condi-
tions the mechanism of regret regulation rather than influencing the
direct relationship itself.

In line with H3a, the results reveal a significant interaction effect of
prior failure type and prevention focus on anticipated keep regret (f =
0.410; SE = 0.167; z = 2.46; p = 0.014), while anticipated keep regret is
negatively associated with EoC (8 = -0.460; SE = 0.116; 2 = -3.95; p <
0.001). At low levels of prevention focus (approximately 0.5 SD below
the mean), commission errors are associated with significantly higher
anticipated keep regret than omission errors, which in turn lowers
subsequent EoC (see Panel A of Fig. 2 and Table 6). Above this level, the
effect is no longer significant, indicating no meaningful difference be-
tween failure types. The squared interaction term is not significant (4 =
— 0.144; SE = 0.106; z = — 1.36; p = 0.175), suggesting that the
moderation follows a linear rather than a curvilinear pattern.

As H3b predicted, the interaction effect of prior failure type and
promotion focus on anticipated drop regret is significant (8 = 0.450; SE
= 0.227; 2 = 1.99; p = 0.047). The quadratic interaction is also signif-
icant (f = 0.275; SE = 0.137; z = 2.00; p = 0.045), indicating a non-
linear moderation. Anticipated drop regret is positively associated
with EoC (f = 0.800; SE = 0.142; z = 5.63; p < 0.001). At low and
moderate levels of promotion focus (up to + 1 SD above the mean), the
effect is non-significant, indicating no meaningful difference between
commission and omission errors (see Panel B of Fig. 2 and Table 6). At
higher levels, however, the effect becomes significantly positive, with
promotion focus amplifying anticipated drop regret following an
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omission error compared with a commission error.

Neither promotion focus nor prevention focus significantly moder-
ated the direct effect of decision failure on EoC. The interactions be-
tween decision failure and prevention focus (f = -0.203; SE = 0.253; p
= 0.423), as well as its squared term (4 = 0.000; SE = 0.155; p = 1.000),
were non-significant. Likewise, the interactions with promotion focus ($
=0.017; SE = 0.352; p = 0.962) and its squared term ( = -0.028; SE =
0.259; p = 0.915) were not significant. Rather than moderating the
direct effect of failure type on escalation, regulatory focus operates in
the emotional pathway of regret regulation, shaping how prior failures
are transformed into anticipated regret and persistence. Our results
remained robust when using the binary operationalization of EoC. We
further re-estimated the full structural model, including additional de-
mographic and experience-related controls (innovation experience,
tenure, age, and gender). All key results remained highly similar in di-
rection and magnitude, supporting the robustness of our findings.

5.4. Discussion

Study 2 sheds more light on how prior failure types influence sub-
sequent EoC by examining distinct properties of anticipated regret. The
findings suggest that behavioral adaptation following a failure experi-
ence operates through an emotional pathway. Previous research in-
dicates that the level of anticipated drop regret remains consistent
throughout the course of a failing project (Sarangee et al., 2013). Our
findings contribute to this body of research by showing that, across
projects, anticipated drop regret varies with the type of prior failure.

Furthermore, we identify a boundary condition for this adaptation
mechanism. For individuals low in prevention focus, experiencing a
commission error (vs. an omission error) heightens anticipated keep
regret, which reduces subsequent escalation. However, as prevention
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Panel A: Moderated by prevention focus, with 95% ClIs (Study 2)
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Fig. 2. Conditional effect of decision failure on anticipated regret.

focus increases, this effect weakens and eventually reverses, with higher
prevention focus leading to greater escalation. In parallel, individuals
moderate to high in promotion focus exhibit higher levels of anticipated
drop regret following an omission error (vs. a commission error), leading
to greater escalation. Conversely, at lower levels of promotion focus, this
effect diminishes and eventually reverses.
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These findings suggest that both high promotion and prevention
focus can heighten the risk of EoC following a prior failure. While
prevention-focused individuals may use the focal failing project as a
means to recover from earlier losses associated with commission errors,
promotion-focused individuals may escalate commitment to avoid
regret associated with repeated missed opportunities resulting from
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Table 6
Conditional effects of decision failure on anticipated regret at different levels of
regulatory focus.

Dependent variable: Anticipated keep regret

Prevention focus Effect SE z p 95% CI

-2 SD —2.200 0.648 -3.39 0.001%** [-3.47, —0.93]
-1SD —0.935 0.300 -3.11 0.002** [-1.52, —0.35]
M —0.157 0.277 -0.57 0.570 [-0.70, 0.39]
+1SD 0.132 0.303 0.44 0.662 [-0.46, 0.73]
+2SD —0.065 0.787 —0.08 0.934 [-1.61, 1.48]
Dependent variable: Anticipated drop regret

Promotion focus Effect SE z P 95% CI

-2 SD 0.113 0.407 0.28 0.781 [-0.68, 0.91]
-1SD -0.172 0.247 —-0.70 0.486 [-0.66, 0.31]
M 0.010 0.216 0.04 0.965 [-0.41, 0.43]
+1 SD 0.657 0.308 2.14 0.033* [0.05, 1.26]
+2SD 1.772 0.708 2.5 0.012* [0.38, 3.16]

Note: N = 176; Decision failure (0 = commission error, 1 = omission error).
Entries are unstandardized coefficients. Robust standard errors are reported. *p
< 0.05, **p < 0.01.

omission errors. Despite differing motivations, both regulatory foci can
lead decision-makers to treat the failing project as a mechanism to
rectify past mistakes, increasing the likelihood of escalation.

6. General discussion

Organizations often face substantial financial losses due to high
failure rates in innovation development, exacerbated by the high costs
involved. EoC is a key contributor to these losses, as it drives decision-
makers to persist with failing projects, leading to commission errors
(Liang et al., 2014; Sethi & Igbal, 2008). To date, research examining the
impact of decision-makers' failure experiences on the occurrence of EoC
has been limited. While prior research suggests that prior failures reduce
EoC (Ku, 2008), our findings offer a more nuanced perspective. We show
that the type of failure—whether a commission or an omission
error—can increase or decrease EoC. This effect is shaped by emotional
regulation processes, which in turn are influenced by both the nature of
the failure and the decision-maker's self-regulation orientation.

6.1. Theoretical contributions

Our findings contribute to EoC literature in several important ways.
First, we enhance the understanding of EoC by considering failure his-
tory. While studies have highlighted the critical role of experience in
uncertain environments, such as new product development (Dayan &
Elbanna, 2011; Sedighadeli & Kachouie, 2013), they often treat failure
as a single, undifferentiated construct (Garzon-Vico et al., 2020; Lee &
Markham, 2016). We challenge this view by distinguishing between
commission and omission errors (Klingebiel, 2018). While both taking
action and failing to act can lead to suboptimal outcomes (Csaszar, 2012;
Kumar & Operti, 2023), scant research has examined how these types of
failure elicit fundamentally different emotional and behavioral re-
actions. By making this distinction, we provide a theoretical framework
for understanding why decision-makers persist or withdraw in response
to negative feedback.

Second, when decision-makers increase their level of commitment,
rational information processing may be accompanied by inherent biases
(Schultze et al., 2012; Schultze & Schulz-Hardt, 2015). As a result,
studies have called for the investigation of the underlying mechanisms
governing information processing in such circumstances (Biyalogorsky
et al., 2006; Sarangee et al., 2019; Schultze et al., 2012). A key contri-
bution of our study is the introduction of strategic regret regulation as a
mechanism that drives EoC. Previous work suggests that anticipated
regret acts as a deterrent to escalation, with individuals less likely to
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persist when they expect regret (Sleesman et al., 2012). However, this
view overlooks decision-makers’ efforts to regulate regret by antici-
pating it in ways that align with their past experiences and self-
regulatory tendencies, thereby justifying continued commitment. Our
findings also show that anticipated drop regret, like anticipated keep
regret, can shift in response to past experiences, challenging the
assumption that drop regret remains stable over time (Sarangee et al.,
2013).

Third, we identify boundary conditions for regret regulation. Effec-
tive adaptation to failure requires that the failure be salient, drawing the
decision-maker’s attention (Madsen & Desai, 2024). While prior
research has explored how regulatory focus influences failure perception
and risk assessment (Crowe & Higgins, 1997; Scholer & Higgins, 2012;
Shah & Higgins, 1997), our study extends this work by examining how
self-regulation moderates the impact of distinct failure experiences on
subsequent behavior through emotional regulation. Specifically, we
contribute to both regret regulation and regulatory focus theory by
showing that individuals with a prevention focus adjust their emotional
regulation after a commission error to justify further commitment.
Prevention-focused individuals are sensitive to commission errors
(Higgins, 1997) and tend to experience anticipated keep regret when
facing continued failure (Leder et al., 2013). However, research in-
dicates that these individuals may prefer riskier options, such as per-
sisting with a failing project, when it offers a final opportunity to avoid
loss and restore the status quo (Scholer & Higgins, 2012). By reframing
their continued commitment as necessary to prevent further losses, they
align their emotional responses with their goal of loss avoidance, which
accounts for the increased EoC observed among individuals high in
prevention focus (Zou et al., 2020).

Similarly, we show that promotion focus interacts with anticipated
drop regret to influence post-omission escalation. Promotion-focused
individuals, driven by aspirations and opportunities, are particularly
attuned to omission errors, which they perceive as missed opportunities
for achieving gains (Crowe & Higgins, 1997). Following an omission
error, these individuals are more likely to experience heightened
anticipated drop regret, which leads them to escalate commitment to
avoid repeating the emotional burden of another missed opportunity. In
contrast with prevention-focused individuals, who escalate commitment
to restore stability, promotion-focused individuals do so to reclaim un-
realized gains. These findings indicate that, due to the salience of
omission errors, promotion-focused individuals justify their escalation
tendencies through emotional regulation mechanisms that prioritize
goal fulfillment.

Finally, by integrating regret regulation and regulatory focus theory,
we provide a more nuanced understanding of the role of prior failure in
EoC. Our findings show that commission errors do not universally deter
escalation; under high prevention focus, they can actually encourage it.
Similarly, omission errors do not always increase escalation; only under
a high promotion focus do they drive greater commitment. Our study
extends conceptual work on behavioral responses to commission and
omission errors (Klingebiel, 2018), which suggests that decision-makers
experiencing a commission error are more likely to withdraw, while
those facing an omission error tend to persist. Although this pattern
holds at the aggregate level, regulatory focus determines its strength and
direction, as decision-makers dynamically adjust their emotional re-
sponses to prior failures in ways that reinforce, rather than challenge,
their self-regulatory tendencies.

6.2. Managerial implications

Although prior failures can offer valuable learning opportunities
(Khanna et al., 2016), our research suggests that they can also lead to
maladaptive behavior, contingent on the type of failure and managers'
self-regulatory tendencies. Compared with commission errors, omission
errors increase anticipated drop regret and reduce anticipated keep
regret, thereby increasing EoC for managers low in prevention and
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promotion foci. In general, organizations should normalize omission
errors as a natural component of decision-making to mitigate this effect,
viewing them as opportunities for learning rather than as missed op-
portunities (Danneels & Vestal, 2020). Promotion-focused managers,
who are motivated by aspirational goals, are particularly susceptible to
EoC following omission errors. This is because their increased antici-
pated drop regret encourages them to continue investing in failing
projects to recoup foregone gains. These managers need to normalize
omission errors to alleviate the emotional burden of missed opportu-
nities. Organizations should encourage them to conduct a critical
assessment of alternative resource allocations, focusing on the advan-
tages of redirecting resources to more promising projects.

Conversely, managers with a prevention focus are more likely to
escalate commitment following a commission error. This may occur
because they suppress the emergence of anticipated keep regret by
treating continued investment as a loss-avoidance measure, even when
terminating the project would be more logical. Organizations should
reframe project termination as a stability-preserving decision and pro-
vide tools that compare the risks of continued investment with the po-
tential benefits of discontinuation to address this bias. Organizations can
align these strategies with the motivations of prevention-focused in-
dividuals by emphasizing the safety of reallocating resources to viable
alternatives (Scholer & Higgins, 2012).

Finally, organizations should maintain systematic records of decision
failures, distinguishing between commission and omission errors, to
institutionalize these practices. To mitigate the risks of EoC and convert
setbacks into valuable opportunities for growth and innovation, orga-
nizations can work to cultivate a culture that normalizes both types of
failure and embeds resource reallocation as a strategic priority.

6.3. Limitations and future research directions

As with any other research, our study has limitations and blind spots
to consider. These aspects also present opportunities for future research.
The scenario-based experimental design we used in our two studies,
though effective in isolating specific variables, may lack the complexity
and unpredictability of real-world managerial decision-making
(Schmidt & Calantone, 2002). In manipulating the failure type, we
chose a single, recent, and unambiguous failure experience. The findings
that recent unsuccessful outcomes and explicit feedback on failures
encourage adaptation (Barron & Erev, 2003; Erev & Barron, 2005)
influenced this decision. However, it simplifies the representation of
failure experiences and limits our ability to observe how the effects of
different failure types evolve. For example, do prevention-focused in-
dividuals adjust their decision-making strategies after repeated com-
mission errors, or do promotion-focused individuals develop resilience
to omission errors over time? Longitudinal research could address these
questions, providing richer insights into the temporal dynamics of EoC.

In addition, while the reduced favorability of continuing failing
projects, driven by increases in anticipated keep regret or reductions in
drop regret, can support beneficial decision-making, it may also create
risks. For example, a strong aversion to commission errors may lead to
underestimation of the value of risky but innovative projects that
initially underperform (Denrell & March 2001). Missing such opportu-
nities could lead to omission errors with significant long-term conse-
quences (Csaszar & Eggers, 2013). Therefore, when interpreting our
findings, note that our study examines project review decisions for
failing projects. Recent research on entrepreneurial decision-making has
introduced the concept of deferred enablement, which may be under-
stood as EoC that leads to repeated omission errors (Wood et al., 2023).
Future research could therefore investigate how different failure expe-
riences can affect the deferred enablement to pursue innovative projects
and ventures, as conceptualized in the innovator’s dilemma
(Christensen, 2013).
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