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Resources for Courses

Teacher Instructions
The purpose of this activity is to introduce the difference in debt financing and equity
financing.

The activity lasts for 5 to 10 minutes but time should be allocated to discuss the 
outcome.

Preparation
Print off a set of pages 1 and 2 for as many small groups that you have in your class.
Cut out the hexagonal cards and mix each set up. Print off a copy of page 3 for each
student in your class (for their notes).

Using the resource
Introduce the activity and explain the difference between debt and equity finance for
a business.

“Many firms need additional funds to assist with starting up or growing. Financing
the firm can be undertaken using a debt method – finding a financier who will lend a
sum in return for interest repayments. Alternatively, the firm can find an equity financier
who will invest money in return for a percentage stake in the business ownership 
and any profits.”

Running the activity
Separate your class in to small teams of 2 or 3 students. Hand out the blank template
and a set of cards.

Explain that you want each team to place the cards on the template indicating 
examples of debt and equity financing and advantages and disadvantages of each.

On completion of the activity, allow for discussion of the answers each team has given.

After this discussion ask:

“What other examples of debt and equity financing can you name?”

“Are there any further advantages and disadvantages of each method of financing?”

“What type of business (in terms of size and maturity) is more likely to use each
method?”

Hand out a copy of the answers for each 
student to keep in their notes.
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Using the inform
ation given to you, 
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plete the diagram

 above. 
Note: you only have 9 advantages/disadvantages. SA
M

PL
E



Cut out a set of the cards above for each 
team

 of students. 
Ensure that you m

ix the cards up before 
handing out a set.
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Resources for Courses

Teacher Instructions
Nudge theory is a growing set of ideas developed by Behavioural Economists to help
map decisions that people might make by offering ‘positive’ messages to encourage
an outcome. In effect, it is an act that ‘nudges’ people into making positive actions.
This was originally defined by Richard Thaler and Cass Sunstein as:

A nudge, as we will use the term, is any aspect of the choice 
architecture that alters people’s behaviour in a predictable
way without forbidding any options or significantly changing
their economic incentives. To count as a mere nudge, the 
intervention must be easy and cheap to avoid. Nudges are not
mandates. Putting fruit at eye level counts as a nudge. Banning
junk food does not.

Consider the examples on the following pages.

Nudge Theory
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The London Underground Map is the single most
important document that is used by people making
a decision about which tube line to use in London.
The map represents the lines and stations in a
very simplistic way.  However, it has not been 
produced on a realistic scale – the distances 
between stations and the length of the journey 
is not truly reflected by the scale of the map.  
However, the map encourages people to ‘consume’
the underground in a certain way.
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The blue bin in this photo is assigned for recyclable
materials (such as glass bottles and cardboard)
whilst the green bin is for household waste (such
as unwanted food). The size of the bins nudges 
the users to recycle more.
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This screencap of a software download illustrates 
a type of ‘nudging’. The user has just attempted 
to download a ‘free’ piece of software. The use 
of the blue coloured ‘Upgrade’ button next to the
greyed-out ‘Update’ button is encouraging people
to purchase the paid-for version of the software.
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What methods could be implemented to ‘nudge’ consumers into the positive behaviour?  
Remember, you cannot use legislation or fines to discourage consumers – you must think of
suggestions that positively encourage or reward people to behave in a certain way that are 
simple and inexpensive.

To encourage consumption
of fresh food in student
canteens

To encourage consumers
to recycle more household
waste

To encourage people to
save more as part of a
pension scheme

To encourage greater use
of public transport

To encourage students 
to reach their academic
targets

To encourage dog walkers
to pick up any dog-waste
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Resources for Courses
The Better Life Index

Housing (housing conditions and spending)

Income (household income and financial health)

Jobs (earnings, job security and unemployment)

Community (quality of social support network)

Education (how much do people ‘get out’ of education)

Environment (quality of environment)

Civic Engagement (involvement in democracy)

Health (how healthy someone is)

Life Satisfaction (how happy someone is)

Safety (murder and assault rates)

Work-Life Balance (how much work does someone do compared to amount of leisure time)

Teacher Instructions
The Better Life Index is a system that has been developed by the OECD to use 
statistical data to inform nations about their relative levels of ‘well-being’. As well-being
is difficult to quantify in the same way as GDP, the OECD uses an index based upon
qualitative and quantitative research around 11 key categories:

This resource uses this index and its categories to stimulate discussion about whether
there are other measures that can be used to determine priorities. The common 
economic approach is just to consider wealth in terms of the relative amount earned
(or owned).

How to use this resource
Cut out a set of cards for each student (or pair 
of students). Give them the cards and ask them 
to put them in order of the most important to least 
important in their opinion. Then ask individual 
students to compare their outcomes and discuss 
similarities and differences.

Extension activity: Maslow’s Hierarchy
Print off a copy of the template showing Maslow’s 
Hierarchy of needs. Discuss the individual sections 
and the concept of relative importance within the 
hierarchy. Ask the students to place the cards on the 
hierarchy where they best fit (in their opinion). Ask 
students to compare their results and discuss 
similarities and differences.
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Housing conditions 
and spending

Household income and 
financial health

Earnings, job security 
and unemployment

Quality of social support network How much do people ‘get out’ 
of education

Quality of environment

Involvement in democracy

How healthy someone is

How happy someone is

Murder and assault rates

How much work does someone do 
compared to amount of leisure time

SA
M

PL
E



Resources for Courses

New A Level
Economics

Theory of
the Firm

SA
M

PL
E



Resources for Courses
The Oligopoly Game

Teacher Instructions
The purpose of ‘the oligopoly game’ is to demonstrate the issue of Game Theory that
presents itself to firms operating in an oligopolistic market when they are prevented
from colluding by competition law.

The game is attempting to mimic the classic conundrum of the ‘prisoners’ dilemma.’ 
The firms are attempting to make decisions about how they should operate without
knowing for certain how their competitors will react. The problem is that their 
competitors’ reaction will have an impact on the success of the initial decision.

The game is trying to show that, for oligopolistic firms, the fact that they cannot 
predict their competitors reaction ultimately leads them to ‘play safe’ – i.e. shy away
from changing prices and attempt to improve sales and profits by using other non-
price strategies (such as increased advertising).

Lesson Plan
The game should last approximately one hour.

Prepare and run the game as directed on the tutor guide below.  

At the end of the 8 rounds, call the groups into the main classroom and reveal the
scores.

You will probably have a ‘winning’ team – i.e. a team with the highest score.

Plenary
You can then reveal that, if each team had chosen ‘Advertise’ each round, all teams
would have finished with a score of 1600 points (almost certainly higher than any
team including the winning team). The overall ‘market’ score (i.e. adding up all of the
teams’ score would have been 10000 – compare this to the market score accrued by
all 5 teams (again, almost certainly a lot less).

You can also lead a discussion about how even when the teams were allowed to 
collude (during the meetings after round 3 and 7), the teams did not all follow the
agreed actions. Almost certainly, at least one team (in order to maximise their points)
will have reneged on the deal agreed in this meeting – mimicking the tendency of 
firms to operate in a completely self-centred way.
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Resources for Courses
The Oligopoly Game

Explain the similarity between the conditions of the game and Oligopolistic firms
working in a market where they are not allowed to collude and how, in an attempt to
maximise profits and on the basis that each firm can not trust other firms, the tendency
if for oligopolistic firms to keep prices stable and use non-price competition.

Preparation
Cut out each of the 8 cards below for each team.  Create 5 envelopes to put these
cards in – title them ‘blue’, ‘orange’, ‘green’, ‘purple’ and ‘red’. These will be the team
names.

Print out 5 copies of the student worksheets and give one to each team.

Separate your group into 5 teams and give them the team titles. The teams will need
to be placed in 5 different break-out rooms or spaces so that they can not communicate
in any way.

Open the Powerpoint file ‘the oligopoly game.pptm’.  You will get a prompt to ‘Enable
macros’ – you must enable the macros for the game to work.

Run the Powerpoint slideshow and click on the button ‘rules’ and explain the rules 
to the teams.

Running the game
When you are ready to start, click on the ‘Start’ button – this will bring you to the
main Game slide.

In each round, collect the cards of the teams and then input their decision into the
Game slide. For each team click on either ‘A’ for ‘Advertise’ or ‘D’ for ‘Price Drop’.

When you have entered the decision for each team click on the ‘Calculate’ button. 
This will calculate the score for each team (and their cumulative score). Write the
score on each team’s card and return to them so that they can note their score.
Repeat this for each of the 8 rounds.

After Round 3 and 7, ask for a 
representative from each team to 
come to a meeting. Make this brief 
but allow a few minutes to discuss 
how they would like to co-operate 
in the next or future rounds. Allow 
the meeting people to return to 
their teams and discuss their 
next decision.

After Round 8, call the teams 
back to the main classroom 
and reveal the outcomes.
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STUDENT WORKSHEET

• Your team runs one of only 5 firms in a market.
• The objective of ‘Oligopoly’ is for your firm to gain as many points as possible.
• The game lasts for 8 rounds.  
• In each round, you firm has to make one simple choice – either to decrease the price 

of its good or to increase advertising
• In each round, every firm gives the tutor one card – you should write on the card either

‘Advertise’ or ‘Price Drop’
• Dependant on your and the other firms’ decisions you will gain points as per the table

here.

• Note: teams can not communicate in any way except for:
• After round 3 and round 7, a meeting can be held between one representative from

each team – in this meeting the firms can agree on how to operate in the next or 
future rounds.

• However, after the meeting(s) no other communication is allowed.

Decision

Round Score Running Total

1

2

3

4

5

6

7

8

All 5 firms choose ‘Advertise’

Only 1 firm chooses ‘Price Drop’ – the other 4
choose ‘Advertise’

2 firms chooses ‘Price Drop’ – the other 3 choose
‘Advertise’

3 or more firms chooses ‘Price Drop’ – the others
choose ‘Advertise’

Points

Each firm earns 250 points

Firm choosing ‘Price Drop’ earns 500 points, all
other firms earn 0 points

Firms choosing ‘Price Drop’ earns 200 points, all
other firms earn 0 points

Firms choosing ‘Price Drop’ loses 200 points, any
firms choosing ‘Advertise’ earn 0 points
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