





									Lesson 4 A Unit 3 
12th grade 
Lesson 4A — Reading & Vocabulary

Section A — Warm-up
1. What is economics?
Economics is the study of how people use their limited resources to make, share, and use things.

Section B — Multiple Choice (from page 31)
Read the article on page 31 and choose the correct answer.
1. Why does the author consider that a pros and cons list isn’t very effective?
a) It doesn’t take the relative importance into account.
b) It gives a false illusion of control over the outcome.
c) We only use it because we’re used to doing it.
d) A problem isn’t always just about two alternatives.
2. The author implies that we put things off because:
a) we are naturally inclined to be lazy.
b) we don’t care enough about future benefits.
c) we don’t have enough willpower.
d) we don’t sufficiently analyse our motives.
3. What had the biggest impact on whether people ate the chocolate cake?
a) how full they were feeling at the time
b) how difficult they thought it was to get
c) how friendly the researchers were
d) how fond they were of chocolate cake
4. Which phrase could correctly replace ‘falling prey to’ in line 70?
a) being left unaffected by
b) being damaged by
c) being influenced by
d) being enhanced by
5. What lesson does the author think we should learn from the law of diminishing returns?
a) Don’t expect too much.
b) Don’t make risky investments.
c) Don’t do anything too obvious.
d) Don’t overdo things.

Section C — Vocabulary Replacement
Study the words in the box (cancel out, negate, dispassionate, impartial, bear in mind, propensity, pitfall, snare, persevere, plough on, detrimental, notion) and then replace the underlined parts of the sentences from the text with one or two synonyms from the box.
1. Original: Just one of the cons might easily outweigh all of the pros.
Replace: Just one of the cons might easily cancel out / negate all of the pros.
2. Original: A cost-benefit analysis allows you to be more objective.
Replace: A cost-benefit analysis allows you to be more dispassionate / impartial.
3. Original: There are also other costs to take into account, such as the cost in your time.
Replace: There are also other costs to bear in mind, such as the cost in your time.
4. Original: People have a tendency to overvalue immediate rewards.
Replace: People have a propensity to overvalue immediate rewards.
5. Original: Another trap is the sunk-cost fallacy.
Replace: Another pitfall / snare is the sunk-cost fallacy.
6. Original: Because you have already invested, you should persist no matter what.
Replace: Because you have already invested, you should persevere / plough on no matter what.
7. Original: After a certain point, investing more money does not lead to increased benefits, and may even have a damaging impact.
Replace: After a certain point, investing more money does not lead to increased benefits, and may even be detrimental.
8. Original: Nowadays, it’s worth considering this concept when it comes to free social media sites.
Replace: Nowadays, it’s worth considering this notion when it comes to free social media sites.

Section D — Reading Passage
How to Apply Behavioural Economics to Your Daily Life
Most people think that economics is all about money, but in fact, it’s far broader than that. Economics is really all about making choices and decisions. These might indeed be related to money. For example, is it more economical to go to a cheaper supermarket if a taxi there and back needs to be included in the cost?
However, economic principles—especially those of behavioural economics—can be usefully applied to all areas of our lives. Possibly, the first thing we can take from economics is the importance of doing a cost-benefit analysis when making big decisions.
Although we may be comfortable with making a list of pros and cons, we should recognise that it is actually a rather ineffective tool. Just one of the cons might easily outweigh all of the pros. A cost-benefit analysis, however, is much more sophisticated and allows you to be more objective.
There are also certain in-built human biases we ought to bear in mind—for example, something known as “present bias.” Behavioural economics teaches us that people have a tendency to overvalue immediate rewards over long-term payoffs.
A famous study showed that given the choice between receiving less money now or more money later, most people would choose the former, even though they’d end up less well-off. This is also the reason why people procrastinate—or why you should never go food shopping when you’re hungry. Once aware of this propensity, however, you can make sure you avoid it.
Another trap many people fall into is the sunk-cost fallacy. A fallacy is an idea that is often believed to be true but is actually false. The sunk-cost fallacy is the idea that because you have already invested time or money in something, you should persist with it no matter what.
One study demonstrated this tendency by asking people to imagine being offered chocolate cake at a birthday celebration. Those told that the cake was expensive and handmade were more likely to eat it all, even when full, than those told it came from a local supermarket.
The sunk-cost fallacy often leads us to do things that are against our best interests—for example, maintaining a friendship we no longer value or continuing a failing business simply because we’ve invested time or effort.
Even when we’ve made a good decision, we should also be aware of the law of diminishing returns. This concept states that after a certain point, investing more money (or effort) does not lead to increased benefits and may even have an adverse impact.

Section E : Reading Comprehension Questions
1. What is the main idea of the passage?
a) Economics only applies to financial decisions.
b) Behavioural economics helps us make better everyday decisions.
c) People should always follow their instincts.
d) Economics is too complicated for daily life.
2. According to the passage, what useful tool from economics helps with big decisions?
a) A pros and cons list
b) A cost-benefit analysis
c) A list of expenses
d) A financial forecast
3. Why does the author say a pros and cons list is flawed?
a) It’s too complicated to use.
b) It ignores the relative importance of items.
c) It only lists financial costs.
d) It requires too much time.
4. What does present bias cause people to do?
a) Value future rewards more than current ones
b) Prefer immediate rewards over long-term benefits
c) Completely ignore short-term options
d) Always choose the cheapest option
5. Which everyday behaviour is explained by present bias in the passage?
a) Saving money in a bank account
b) Shopping when hungry
c) Choosing a taxi over walking
d) Comparing supermarket prices
6. What is the sunk-cost fallacy?
a) Giving up after a small loss
b) Continuing because of past investments, even if it’s unwise
c) An economic rule about consumption
d) A marketing technique used by companies
7. In the cake example, why were some people more likely to finish the cake?
a) Because they were asked politely
b) Because they were told the cake was expensive and handmade
c) Because they were extremely hungry
d) Because the cake looked better
8. What is an example of a negative outcome of the sunk-cost fallacy given in the passage?
a) Saving money for retirement
b) Maintaining an unwanted friendship
c) Learning a new skill
d) Starting a profitable business
9. What does the law of diminishing returns mean in simple terms?
a) Doing more always brings better results.
b) After some point, additional effort gives smaller gains.
c) Money invested is always returned.
d) Always invest more to get more.
10. What should readers take away from the passage?
a) Economics is only for specialists.
b) Economic thinking can improve everyday choices.
c) Always trust your first instinct.
d) Avoid all risks and never invest.
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[bookmark: _GoBack]Answer Key
Section A — Warm-up
· Q1 (definition): Economics is the study of how people use their limited resources to make, share, and use things. (Teacher checks students’ paraphrase)
Section B — Multiple Choice (page 31)
1. a) It doesn’t take the relative importance into account.
2. b) we don’t care enough about future benefits.
3. b) how difficult they thought it was to get.
4. c) being influenced by.
5. d) Don’t overdo things.
Section C — Vocabulary Replacement
1. cancel out / negate
2. dispassionate / impartial
3. bear in mind
4. propensity
5. pitfall / snare
6. persevere / plough on
7. detrimental
8. notion
Section E — 10 Reading Comprehension Questions
1. b) Behavioural economics helps us make better everyday decisions.
2. b) A cost-benefit analysis
3. b) It ignores the relative importance of items.
4. b) Prefer immediate rewards over long-term benefits
5. b) Shopping when hungry
6. b) Continuing because of past investments, even if it’s unwise
7. b) Because they were told the cake was expensive and handmade
8. b) Maintaining an unwanted friendship
9. b) After some point, additional effort gives smaller gains.
10. b) Economic thinking can improve everyday choices.
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