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expenditure of funds would be a waste. These individuals are falling prey to what Arkes 
and Blumer (1985) dubbed the sunk cost effect: “[the] greater tendency to continue 
an endeavor once an investment in money, effort, or time has been made” (p. 124).

Why is this an error? The explanation goes something like this. Money spent is already 
gone. Whether or not a great deal of money (or time, energy, or emotion) has been 
spent does not affect the likelihood of future success. Those resources have been used 
regardless of which option is chosen. All that should affect a decision therefore are the 
expected future benefits and costs of each option (Arkes & Hutzel, 2000).

ILLUSORY CORRELATION

You and a friend, both students of (if not majors in) psychology, observe fellow stu-
dents around campus and discover a behavioral pattern you call “hair twisting”: The 
person pinches a strand of hair between the thumb and forefinger and proceeds to 
twist it around the forefinger. You believe this behavior is especially likely in people 
undergoing a great deal of stress. Needing a research paper for your psychology class, 
you undertake a study with your friend. You observe a random sample of 150 students 
for a day, categorizing them as hair twisters or not hair twisters. (Assume that you and 
your friend make your observations independently and that your interrater reliability, 
the agreement of categorization between the two of you, is high.) Later, each partic-
ipant is given a battery of psychological tests to decide whether he or she is under 
significant amounts of stress.

The results are shown in Box 12.6. Given these data, what is your intuitive esti-
mate of the relationship between stress and hair twisting? If you have had a course 
in statistics, you can try estimating the correlation coefficient or chi-square test of 
contingency statistic; if not, try to put into words your belief about how strong the 
relationship is.

Box 12.6

Example of Illusory Correlation

Under Stress Not Under Stress

Hair twister 20 10
Not a hair twister 80 40

Note: Given the data above, give your intuitive estimate of the correlation between the two variables (from 0 to 1).

I posed this question to 30 students taking a cognitive psychology course. Most 
believed there was at least a weak relationship between the two variables. In fact, 
there is absolutely no relationship. Notice that the proportion of hair twisters is .25 
(20/80 and 10/40) for both the participants under stress and the participants not 
under stress. Nevertheless, my students’ intuitions are typical; people report seeing 
data associations that seem plausible even when associations are not present. In this 
example, hair twisting and stress are plausibly related because hair twisting sounds 
like a nervous behavior and because nervous behaviors are likely to be produced 
under conditions of anxiety.


