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	[bookmark: _ac6le18ywwf6]Students will be able to:
· Experience cognitive biases through thought experiments
· Identify various cognitive biases
· Give examples of cognitive biases in their own lives
· Explain what cognitive bias is and how it can impact their decision making
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Use the space below to answer the prompt.

1. Do you consider yourself a below average, average or above average friend compared to your classmates?
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[bookmark: _wcwaoauh9p48]EXPERIMENT 1: Buy Now or Buy Later
The previous question you answered is an example of Overconfidence Bias - the tendency people have to be more confident in their own abilities when compared to others. In this lesson, we’re going to be conducting some thought experiments to explore other types of biases that can impact the way we think. Follow your teacher’s instructions to complete this experiment.
Scenario:
After your birthday, you have JUST enough money to purchase the new iPhone that you’ve been saving for. However, if you buy it, you won’t have any money until you start your new job in 3 weeks.  That means no going out, buying food or new clothes.





1. Take a look at your assigned group’s Amazon listing. Based on the listing, would you spend your money on the iPhone now or would you wait until you started your job?  Explain why you made that choice.



2. Reflect - Your teacher will tell you which question to answer:
a. Outcome 1: Compare the two images.  Why do you think Group 2’s purchase rate was higher?






b. Outcome 2: Compare the two images.  What are the main differences between them? How do you think these differences might affect your desire to purchase the item?





	
[bookmark: _oey2xa694kmy]EXPERIMENT 2: What’s it Worth?	 	
Is the value of an item the same for everyone? What would make you value an item more or less?  After watching the video, answer the questions for Scenario 1. Then, read the two situations in scenario two and use them to answer the questions.

Scenario 1:   
1. Would you have sold your lottery ticket in this situation?


2. For the people in the video that would not sell their ticket, how much was the lottery ticket worth?




Scenario 2:  
Imagine the following scenarios:
· If you complete every homework assignment this semester, you will receive 20 points of extra credit.
· Your teacher gives you 20 points of extra credit.  If you miss one homework assignment, you will lose the extra credit.

1. What is the difference between these two scenarios?





2. Does “owning” the extra credit and losing it make you value it more or less?
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[bookmark: _10kow4s8ev1q]REFERENCE: What is Cognitive Bias?  
[bookmark: _xyl7p6viyv0c]ARTICLE: List of Cognitive Biases
Through the previous experiments, you learned about just a few cognitive biases that can come into play when we make decisions. But what exactly IS cognitive bias? Review this slide to find out. Then, briefly skim through the article to discover some of the most common biases that exist. Finally, answer the questions. 
[bookmark: _a9qrhkrvrky8]
1. In your own words, explain what a cognitive bias is. 






2. From the list, identify ONE cognitive bias that you’ve seen come up in your life. Explain. 





3. What is one bias from the list that surprised you? Why? 
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[bookmark: _bbcb0s56itrq]VIDEO: 5 Ways People Are Dumb with Money	(3) 	
Now that you have a better understanding of what cognitive biases are, let’s explore how biases can impact our decisions specifically around money! Watch this video and then answer the questions. 

1. How do behavioral economists view people differently than traditional economists?






2. How might businesses use cognitive biases to their advantage? 

 



3. How do you think being aware of the various biases we have can empower us to make better decisions around money? 
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