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What is the sunk cost fallacy?

ChatGPT

The sunk cost fallacy is a cognitive bias where people make decisions based on the 
resources they have already invested in a particular course of action, rather than on the 
future costs and benefits of continuing that course of action. In other words, it refers to 
the tendency to continue investing in a project or activity because of the resources 
(time, money, effort) already invested, even when it is clear that the project or activity is 
no longer viable or profitable.

The fallacy arises from the belief that by continuing to invest in a project, one can 
recoup the resources already invested, even when the evidence suggests otherwise. 
This can result in people persisting with projects that are unlikely to succeed or 
continuing to pour money into failing businesses, rather than cutting their losses and 
moving on.

For example, suppose a company invests a large amount of money in a new product 
line that turns out to be unprofitable. The company may continue to invest in the product 
line, hoping to recoup its investment, rather than abandoning the product line and 
investing in other more profitable opportunities. This decision is based on the sunk costs 
of the initial investment rather than the potential for future profit.

More

ChatGPT

The sunk cost fallacy can also be seen in personal decisions, such as continuing to 
invest time in a relationship or a hobby that is no longer fulfilling, simply because of the 
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time and effort already invested. It can also manifest in public policy decisions, such as 
continuing to fund a failing program or infrastructure project because of the amount of 
money already spent on it, rather than considering the potential for future benefits.

It is important to recognize the sunk cost fallacy and avoid making decisions based on 
past investments alone. Instead, decision-making should be based on the current and 
future costs and benefits of a particular course of action. Sometimes, it may be 
necessary to cut losses and move on from a failing project or investment in order to 
pursue more profitable opportunities.

Overall, the sunk cost fallacy is a common bias that can lead to poor decision-making 
and missed opportunities. By recognizing and avoiding this fallacy, individuals and 
organizations can make more rational and effective decisions that are based on future 
costs and benefits rather than past investments.

Give a simplified mathematical formula for sink cost based on the description that you 
mentioned.

ChatGPT

The sunk cost is the total amount of resources that have already been invested in a 
project or activity, which cannot be recovered or used for other purposes. 
Mathematically, the formula for sunk cost is:

Sunk Cost = Total Cost of Previous Investment - Salvage Value

Where "Total Cost of Previous Investment" refers to the total resources (time, money, 
effort, etc.) invested in the project or activity up to a particular point, and "Salvage Value" 
refers to the estimated value of any assets or resources that can be recovered from the 
project if it is abandoned or terminated.

The sunk cost is essentially the cost that has already been incurred and cannot be 
recovered, and it should not be considered when making decisions about whether to 
continue with a project or activity. Instead, decision-making should be based on the 
future costs and benefits of continuing with the project or activity.
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List 10 well known examples known to man of sunk cost fallacy to the extreme

ChatGPT

Here are 10 well-known examples of the sunk cost fallacy to the extreme:

1. Concorde: The supersonic jet, Concorde, was a project jointly developed by the 
British and French governments. Despite its unprofitability, both governments 
continued to fund the project for more than 30 years, investing over $16 billion, 
because of the amount of money already invested.

2. New Coke: In 1985, Coca-Cola introduced a new formula called New Coke, which 
was a commercial failure. Despite the negative feedback from customers, the 
company continued to promote and sell New Coke for several months because of 
the resources already invested in its development and marketing.

3. Vietnam War: The Vietnam War was a military conflict in which the United States 
invested a great deal of resources. Despite evidence that the war was unwinnable, 
the U.S. government continued to invest in it because of the resources already 
invested.

4. Kodak: Kodak, the once-giant photography company, invested heavily in film 
technology while digital photography was becoming more popular. Despite the shift 
in consumer behavior, Kodak continued to invest in film technology because of its 
sunk costs.

5. Titanic: The Titanic was an unsinkable ship that was marketed as the most luxurious 
and safe ocean liner ever built. Despite evidence that the ship was not unsinkable, 
the owners continued to promote and operate it because of the amount of money 
already invested.

6. Iraq War: The Iraq War was a military conflict that the U.S. government continued to 
invest in despite evidence that the war was based on faulty intelligence and could 
not be won.

7. Sears: Sears was once the largest retailer in the United States, but the company 
failed to adapt to changing consumer behavior and the rise of e-commerce. Despite 
this, the company continued to invest in its physical stores because of the resources 
already invested.

8. Blockbuster: Blockbuster was a video rental company that failed to adapt to the rise 
of digital streaming services. Despite the shift in consumer behavior, the company 
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continued to invest in its physical stores because of the resources already invested.

9. MySpace: MySpace was a social networking site that was once more popular than 
Facebook. However, the company failed to adapt to changing consumer behavior 
and the rise of mobile devices. Despite this, the company continued to invest in its 
desktop platform because of the resources already invested.

10. Fyre Festival: The Fyre Festival was a luxury music festival that was promoted as 
an exclusive event on a private island. Despite not having adequate planning, 
resources, or infrastructure, the organizers continued to promote and sell tickets for 
the festival because of the sunk costs already invested.

List 20 best advice against sunk cost fallacy so that humans will not fell in the trap

ChatGPT

Here are 20 pieces of advice to help individuals and organizations avoid falling into the 
trap of the sunk cost fallacy:

1. Recognize sunk costs for what they are: resources that have already been spent 
and cannot be recovered.

2. Evaluate decisions based on current and future costs and benefits, not past 
investments.

3. Be willing to cut losses and abandon failing projects or investments.

4. Don't let emotions or attachment to past investments cloud your judgement.

5. Seek out alternative solutions or investments that may be more profitable or 
beneficial.

6. Consider the opportunity cost of continuing with a failing project or investment.

7. Avoid making decisions based on pride or a desire to avoid admitting mistakes.

8. Regularly reassess the progress and profitability of ongoing projects and 
investments.

9. Seek out advice and perspectives from others who are not emotionally invested in 
the project or investment.
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10. Use decision-making frameworks, such as cost-benefit analysis, to evaluate options 
objectively.

11. Take into account the potential risks and uncertainties associated with a project or 
investment.

12. Be willing to adapt to changing circumstances and market conditions.

13. Consider the impact of external factors, such as government regulations or changes 
in consumer behavior.

14. Use data and analytics to inform decision-making, rather than relying solely on 
intuition or assumptions.

15. Set clear goals and benchmarks for measuring progress and success.

16. Avoid falling into the trap of the sunk cost fallacy by practicing mindfulness and self-
awareness.

17. Maintain a willingness to learn from mistakes and adjust course as needed.

18. Consider the long-term implications of decisions, rather than focusing solely on 
short-term gains or losses.

19. Encourage open and honest communication within teams and organizations to 
avoid groupthink and bias.

20. Prioritize flexibility and adaptability in decision-making to ensure that investments 
and projects remain aligned with changing needs and market conditions.

What about the “never give up” mindset, it seems like it is going against the sunk cost 
fallacy of giving up when going gets tough?

ChatGPT

The "never give up" mindset is about perseverance and determination in the face of 
challenges and setbacks. It is an important trait for success, as it helps individuals and 
organizations to stay focused and motivated towards achieving their goals.

However, the "never give up" mindset should not be confused with the sunk cost fallacy. 
While perseverance is important, it is equally important to recognize when continuing to 



AI-00224 Sunk Cost Fallacy 6

invest in a project or course of action is no longer beneficial or productive. The sunk cost 
fallacy is about continuing to invest resources in a failing project or investment simply 
because of the resources already invested. This can be counterproductive and can 
result in wasted resources and missed opportunities.

It is important to strike a balance between perseverance and the ability to recognize 
when it is time to cut losses and move on. In some cases, it may be necessary to pivot 
or change direction in order to achieve success. The key is to remain flexible and open-
minded, while also being willing to make tough decisions when necessary.

Continue

ChatGPT

In short, the "never give up" mindset should be accompanied by a willingness to 
evaluate progress and reassess the situation regularly. It is important to be objective 
and data-driven in decision-making, rather than relying on emotions or a desire to avoid 
admitting mistakes.

When faced with challenges, it can be helpful to take a step back and evaluate the 
situation from a fresh perspective. This may involve seeking out advice and 
perspectives from others, conducting a cost-benefit analysis, or considering the 
potential risks and benefits of different courses of action.

Ultimately, the key is to remain focused on the end goal, while also being willing to 
adjust course and adapt to changing circumstances. By staying committed to success, 
while also being willing to make tough decisions when necessary, individuals and 
organizations can avoid falling into the trap of the sunk cost fallacy and achieve long-
term success.

Is chatgpt a perfect example of a sunk cost fallacy in the future?

ChatGPT
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As an AI language model, ChatGPT is not subject to the sunk cost fallacy, as it does not 
have emotions or attachment to past investments. Its decision-making is based on the 
programming and algorithms that govern its responses to user input, and it does not 
have the capacity to invest resources or make decisions about future investments.

Therefore, ChatGPT is not a good example of the sunk cost fallacy, as it is not subject to 
the biases and emotional attachments that can lead humans and organizations to 
continue investing in failing projects or investments. Instead, it serves as a tool to assist 
individuals and organizations in making objective, data-driven decisions, without being 
influenced by emotional biases or attachment to past investments


