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Abstract Sunk costs refer to investments that have been made that are irrecover-
able and lost to the investor. The influence of sunk costs on economic decision mak-
ing is pervasive and can be witnessed in a variety of domains including financial
investments and consumption choices. Sunk costs compel consumers to “throw
good money after bad money” even though the chances of making a profit or recov-
ering the initial investments have disappeared and better options are available. The
dominant explanations for sunk cost effects are related to loss and waste aversion
(i.e., the tendency of people to dislike the feeling of having lost money or wasted
effort). However, loss aversion might not be the only way to explain sunk cost
effects. The current paper suggests that psychological ownership (i.e., the feeling
that something is yours) can also explain the underlying dynamics that lead to sunk
cost effects. We present two studies that critically investigate how psychological
ownership changes in relation to increasing investments. Results from both studies
demonstrate strong sunk cost effects, such that participants were much more likely
to continue investing into the target project when more money had already been
invested. Additionally, the results also showed that both psychological ownership
and feelings related to loss aversion (anticipated pain) increased as higher amounts
of money had been invested into the project. A serial mediation analysis revealed
that higher levels of investment lead to greater psychological ownership, which in
turn predicts greater anticipated pain from not completing the project. Finally, these
feelings predict participants’ sunk cost decisions. These results show that the effects
of sunk costs operate through psychological ownership for consumer projects.
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