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Resources for Courses

Teacher Instructions
Traditionally, A-level economics has taught us that the market failures of positive and
negative externalities, and merit / demerit goods can be tackled through a standard
selection of policies such as indirect taxation, subsidies, information provision or 
regulation.

What if we could harness the power of behavioural science insights, though, to 
develop more engaging, and even playful, solutions?

This resource helps students to understand the broader range of policy options 
available to policy makers when trying to correct market failure, and can be used
when teaching behavioural economics or when teaching market failure.

Students should start by looking at the policy grid, which contains information on 
the traditional approaches. In small groups they should then discuss more engaging
solutions, adding notes to their grid, and assessing the pros and cons of their pro-
posed solutions. As a plenary, they could compare their suggestions to some that
have been used in “real life” – details of these are given below, and supporting clips /
videos / articles can easily be found on the Internet.

The first two rows of the table have been completed as a guide for students.

Some real-life solutions

Amsterdam airport toilets: pop a fly sticker in 
the urinal and let the male instinct to aim
take over to reduce your cleaning 
expenses www.urinalfly.com

The musical stairs: makes the stairs more
fun than the escalator
www.thefuntheory.com/piano-staircase

Underpayment in honesty boxes: stick a pair 
of Big Brother eyes over the honesty box
and watch the money roll in 
http://news.bbc.co.uk/1/hi/health/5120662.stm

Play Nicely!

SA
M

PL
E



Resources for Courses

Parisian cyclists: stick new signs to existing traffic lights so that cyclists can turn 
right or go straight on at traffic lights once they’ve checked for traffic
www.bbc.co.uk/news/magazine-33773868

Singapore late tax payments: the government there changed the colour of their reminder
letters from white to pink, to match the colour of paper used by phone and utility
companies for late payment reminders 
www.challenge.gov.sg/print/cover-story/a-tip-for-policy-making-nudge-not-shove

Copenhagen’s litter solutions: bins placed alongside cycle lanes in Copenhagen are
now angled with a wide “mouth” so that cyclists can aim litter straight in without
having to stop; Copenhagen also recently reduced littering in the city centre by
painting bins a vivid green colour and painting green footsteps onto the pavements
to encourage people to walk to the bins and use them in the Clean Love for 
Copenhagen campaign http://inudgeyou.com/copenhagen-implements-green-foot-
print-nudge/ . You could also look at this Swedish solution – the world’s deepest bin
- www.thefuntheory.com/worlds-deepest-bin 

Glass recycling: This scheme in Sweden has turned bottle banks into fun arcade-style
games, increasing their use compared with conventional bottle banks 50 times
www.thefuntheory.com/bottle-bank-arcade-machine 

Play Nicely!
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policy grid

Lots of passengers in a 
hurry in the m

ale toilets in
Am

sterdam
 airport m

aking 
a m

ess around the urinals.

Encourage m
ore people to

take the stairs rather than
use escalators to reduce
obesity problem

s.

Underpaym
ent in “honesty

boxes” for hot drinks in
w

orkplaces.

M
any cyclists in Paris run

red lights.

Negative externality – not
nice for other users of the
toilets, increased cleaning
tim

e m
eaning that other

parts of the airport not
cleaned properly.

Negative externalities of
obesity

– reduction in 
healthcare available for 
others. Dem

erit good
–

w
orse for the obese person

than they m
ight think e.g. 

extracharges for airline
seats, earlier death etc.

Free-riding on the w
illingness

to pay of others – results in 
a “m

issing m
arket” i.e. end

of the hot drinks!

Negative externalities / 
dem

erit goods – m
ore risk 

of accidents, increase in
road rage of car drivers

Charge a fee – pay an 
attendant or m

ore cleaners?

Taxes on fatty foods.
Subsidies on gym

 
m

em
bership.

Inform
ation provision e.g.

traffic light w
arnings on 

food.
Regulations on school 
m

eals, ready m
eals etc.

Place a sticker of a fly in
each of the urinals and let
the m

ale instinct to aim
 

take o ver! 

Result w
as 85%

 cleaner
toilets.
Very cheap.

Not everyone w
ants to 

look at a fly!

M
usical piano steps next 

to the escalators.
66%

 increase in the num
ber

of people using the stairs
Visually appealing.
Fun!

Could create queues on 
the steps increasing the
risk of accidents.

Purchase a drinks m
achine

that only produces hot drinks
follow

ing paym
ent.

Com
pulsory contributions 

e.g. deductions from
 salaries.

Em
ploy “cycle police” to 

prevent law
-breaking.

Have separate cycle lanes /
crossings.
Require cyclists to pass a
test.

Scenario
Market Failure

Traditional solutions
Playful / engaging solution

Advantages of your proposal
Disadvantages of your proposal
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Encouraging people to pay
their incom

e/com
pany tax 

on tim
e – large chunks of 

tax are late.

Rubbish and litter alongside
cycle lanes in Copenhagen,
as cyclists can’t reach bins
on the footpaths.

Lots of people recycle cans
and paper but far few

er 
recycle their glass, w

hich 
is actually very easy to 
recycle.

Effectively free-riding on
public services paid for by
citizens w

ho have paid their
tax.
Opportunity cost to the 
governm

ent sending out 
rem

inders.

Negative externalities of 
litter.

Negative externalities, 
especially environm

ental, 
of no glass recycling.

Governm
ent sends 

threatening letters to non-
payers; huge am

ounts 
spent on tax investigations; 
additional fines for late 
paym

ents.

Fines.
Regulations. 

Increase taxes to pay for 
increased collection.
Fines for non-recycling.
Regulations.

Scenario
Market Failure

Traditional solutions
Playful / engaging solution

Advantages of your proposal
Disadvantages of your proposal
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Resources for Courses
Circular Flow of Income

Teacher Instructions
Preperation

• Make a set of large labels (A4 size): households; firms; government; other 
countries; banks

• Make a set of small labels (A5 size): payment for goods and services; payment
for factors of production; imports; savings; taxation (x2); exports; investment;
government spending (x2)

• Make a set of arrow cards (10)

• Cut some string into lengths: 2 long bits (about 4m) and 8 (about 1m) short bits

• Get some sellotape

• Set up your room (if possible): move all the tables to the side of your classroom
to make a large space in the middle. The students can sit on chairs in a circle
round the edge of the space. 

The activity:
Give the ‘Households’ card and the ‘Firms’ card to two students and get them to
stand a couple of metres apart in the middle of the room.

Ask the class how A and B affect each other. Steer the discussion to focus on 
describing the flows of goods/services and factors of production, then get them to
think about the corresponding flows of money. Represent each money flow with one
of the long pieces of string, held at each end by A and B, and held in the centre by C
(to form a diamond shape) Use the sellotape to stick the appropriate label and arrow
to the string near C (this works best if the cards are laminated, so it is easy to peel
off afterwards!).
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Resources for Courses
Circular Flow of Income

This is an appropriate point at which to ask your class how they would measure the
size of the circular flow; this leads very nicely into a discussion of the different ways
to measure GDP. 

Introduce the ideas of the other actors within the economy – give two more students
the ‘Government’ and ‘Banks’ cards – and ask your groups to suggest ways that
these might affect the circular flow. For instance, the student holding the ‘Banks’
label can take some of the string from the households (representing saving: label and
use an arrow to show direction of flow), which gives a good visual representation of
the impact on the circular flow/GDP. Injections can be shown by tying the shorter
lengths of string with the appropriate label to the main ‘circle’. 

Finally, introduce the idea of an open 
economy – give another student the 
‘Other Countries’ label, and discuss the 
impacts of exports and imports.

Once you have completed the 
demonstration in terms of lengthening/
shortening the main ‘circle’, the string 
can be laid on the floor with the 
appropriate labels to represent the 
different flows of money.  
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Payment for
goods and
services

Payment for
factors of

production
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Imports

Savings
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Resources for Courses
Macro Policy Conflicts

There is a consumption led consumer boom in the UK, largely due to the positive wealth effect of house
price inflation and availability of credit.  There is rising CPI inflation and the deficit on the UK’s current 
account of the balance of payments is growing.1

Teacher Instructions
These scenarios can be used in a variety of ways.

• They could be the basis of group discussions that 
result in a mini-presentation to the rest of the class

• They could be an class or homework assignment 
completed by individuals

• They could be used as a basis for a competition as 
to which individual (group) manages to best solve 
the problems

• Allow plenty of time for discussion – it can get 
quite heated!

• There are no perfect solutions – the idea is to find 
the best solution (or least bad!)

In each scenario laid out below, decide which 
government macroeconomic policy(ies) is(are) 
appropriate and comment on your reasons.
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There is persistent inflation at 4%, however unemployment is rising and both producer and consumer
confidence is low. The interest rate is set at 0.5% and the government deficit is around 8% of GDP.2

Oil prices are set to rise as OPEC has announced a tightening of oil quotas for its members.There is a
downturn in the UK manufacturing sector, with significant structural unemployment in the Midlands and
the North.3

Full employment exists, and there is a government budget surplus. But public services are failing and 
the government manifesto pledged to increase spending on health, education and transport in real terms.
Inflationary pressure is threatening to overshoot the government’s inflation target.   4
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The Sterling exchange rate is rising, but domestically there is falling aggregate demand and rising 
structural unemployment. International competitiveness is falling, causing a downturn in the 
manufacturing sector.5

Large firms have plenty of cash reserves but both producer and consumer confidence is low. Small firms
are finding it difficult to access credit, and so are consumers. The budget deficit is large and Sterling is
strengthening against trading partners’ currencies.6

Welfare dependency is rising however poverty is on the increase. Pensioners are living longer and require
more health care spending. The government has recently lost its AAA rating and must make significant
interest payments on both the existing and new borrowing.7
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Resources for Courses
Anti-Assertive Arguments

Teacher Instructions
As students get used to data response questions, they often struggle to include 
sufficient depth of argument in their answers, and resort to simple assertion. For 
example – these two statements, which are taken from AS Macroeconomics essays:

“Government spending in the UK is very high. LRAS will therefore shift 
to the right.”
or

“Consumer spending in the UK is very low. Unemployment will therefore  
rise.” 

While the students may be quite right about cause and effect here, they are not using
economic theory or knowledge of the real economy to explain how and why the effect
is achieved – and so will only access basic marks for their work. 

This exercise is designed to help them to avoid making assertions which are not
backed up with economic theory and application. It should be carried out in class, by
passing each worksheet around the class as the argument is built up stage-by-stage, 
a bit like the game of Consequences. Therefore, it allows the students to learn from
each other’s approach to analysis and explanation. 

It starts by taking an assertion which is not based on economic theory – the idea that
better weather will cause sales of umbrellas to fall. Give each student a copy of the first
worksheet, and explain that they have to add enough detail to prove why umbrella sales
will fall. They should each complete some explanation that fills the gaps in section 1 
of the sheet, and then pass the sheet to their neighbour; they must write a proper 
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Resources for Courses
Anti-Assertive Arguments

description, not just a bullet point. Then they read what is written on the sheet they
have just received, and use it to complete section 2, before handing the sheet on again.
On reading what is already written for 1 and 2, they complete 3 before handing the
sheet on – and so on, until it is complete. Then give them time to read through the
whole sheet, and ask anyone who thinks they have a really well-constructed argument
to read it out.

Having practised with a non-economics example, you can now move on to the other
two worksheets, in which they use exactly the same technique to develop arguments
about government spending and about unemployment. It is a good idea either to switch
to handing the sheets on in the opposite direction, or to move the students around in
the room, so that they are receiving work from a different group each time, and seeing
how other students are thinking about the issues.

Further worksheets can be designed for other parts of 
the syllabus, and this is a useful exercise when preparing 
students for a homework assignment, or returning one 
after marking.
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Anti-Assertive Argument student worksheet 1
Here are two assertions that you might reasonably use in a conversation:

However there is no explanation here; you may get some minimal credit for knowledge, but no
credit for application or analysis making it a pretty useless couple of sentences in development
of a convincing argument. 

To make this into a watertight line of reasoning about umbrella sales:

1 The weather will improve tomorrow. ‘Improve’ means that...

...and can be compared to 

2 We know this will happen because... 

3 This improvement may have several effects. For example, sales of umbrellas may fall because...

4 Another possible effect may be...

5 However, these effects will depend on...

6 The most important factor determining whether or not sales of umbrellas fall will be...

The weather will improve tomorrow. Therefore, sales of umbrellas will fall.
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Anti-Assertive Argument student worksheet 2

To Analyse:

1 Government spending in the UK is very high. In this case, ‘high’ means...

...compared with 

2 The purpose of this relatively high government spending is... 

3 One result of high government spending may be a shift to the right of LRAS if...

4 Another possible result of high government spending may be...

To Add evaluation:

5 However, these effects will depend on...

6 The most important factor determining the effect of high government spending will be...

Government spending in the UK is very high. LRAS will therefore shift 
to the right. 
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Anti-Assertive Argument student worksheet 3

To Analyse:

1 Consumer spending in the UK is very low. In this case, ‘low’ means...

...compared with 

2 The reason for low levels of consumer demand is... 

3 One result of low consumer spending may be a fall in employment because...

4 Another possible result of low consumer spending may be...

To Add evaluation:

5 However, these effects will depend on ...

6 The most important factor determining whether low levels of consumer spending cause 
unemployment to rise will be...

Consumer spending in the UK is very low. Unemployment will 
therefore rise.
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