
AS/A Level Economics 9708 
Unit 8: Government Intervention in the Price System 

 
Recommended Prior Knowledge  
Unit 3 builds on the material covered on Government Intervention in the Price System in the Core curriculum and it also follows on from the material in Unit 1 of the 
Supplement curriculum, relating to the concept of efficiency, and in Unit 2, relating to the existence of monopolistic elements in an economy. 
 
Context 
This Unit follows on from the previous one, the Price System and Theory of the Firm, especially in terms of a critical examination of the different market structures, the 
possible sources of market failure and the existence of market imperfections. It considers the microeconomic policies of government before going on to look at 
government macroeconomic policies in the remaining Units. 
 
Outline 
This Unit considers the possibilities of market failure and market imperfections and goes on to look at the policies which could be adopted to try and correct these, 
including an analysis of the objectives of government microeconomic policy. Finally, the concept of privatisation is considered as are the possible problems of transition 
when central planning in an economy is reduced.  
 
 

AO Learning outcomes Suggested Teaching activities Learning resources 
a Candidates should understand the 

sources of market failure. 
Students should revisit Unit 3 of the Core curriculum and consider the 
characteristics of externalities, public goods, merit goods and demerit 
goods. 
They then need to research newspapers and magazines, and use the 
internet, to try and find current examples of these forms of market 
failure, preferably in their own country. 
Each student can then give a presentation to the rest of the group on 
the examples discovered, explaining clearly why they are a form of 
market failure. 

Bized: Market Failure 
Tutor2u: Introduction to Market Failure 
S-cool: What is Market Failure? 
Bamford, Chapter 10, p 181 
Gillespie, pp 23-26 
 

    
  Question 2 in Anderton (page 106) on market failure in the car market 

is a useful example. 
Anderton, Unit 16, pp 102-103 
 

    
  The questions on the case study of health in Stanlake (page 205) are Stanlake, Chapter 21, pp 200-206 
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AO Learning outcomes Suggested Teaching activities Learning resources 
also helpful.  

    
b Candidates should understand the 

meaning of a deadweight loss. 
Students need to be able to draw and explain a diagram of the 
deadweight loss, such as in Bamford (page 182).  

Tutor2u: Key Term – Deadweight Loss 
Bamford, Chapter 10, pp 182-185 
 

    
 They should also have an 

understanding of market imperfections, 
including the existence of monopolistic 
elements. 

Students need to consider the existence of monopolistic elements in 
different industries; they could work in groups to look at various 
industries which have monopolistic elements, especially in their own 
countries, and report back to the whole class on the imperfections 
they have discovered 

S-cool: Market Structure I 
 
Tutor2u: Price and Output under 
Competition 
Anderton, Unit 68, p 443 
Gillespie, p 24 

    
  The article on the milk industry in Bamford (page 182) gives an 

interesting example and the self-assessment tasks which accompany 
it are useful on monopolistic elements in a market; there are also 
more general self-assessment tasks on page 183 

Anderton, Units 18-22, pp 113-143 
 

    
  Anderton has some useful questions on the markets in computer 

software (page 112), trains (page 113) and telephones (page 114) 
 

    
c Candidates should understand the 

objectives of government 
microeconomic policy, especially in 
relation to the concepts of efficiency 
and equity. 

Students need to ensure that they fully understand the difference 
between efficiency and equity. 
Equity is concerned with ‘fairness’ and this involves making a value 
judgement; students should discuss this area of ‘normative’ 
economics by considering when it might be appropriate for a 
government to intervene in a market. 
They should look at newspapers and magazines, and use the 
internet, to try and find examples of such government intervention, 
especially in their own country. 

Bamford, Chapter 10, pp 186-187 
Anderton, Unit 61, pp 388-394 
Gillespie, pp 23-24 

    
d Candidates should understand the 

policies to correct market failure, such 
as regulation. 

Students should research the policies employed in their own country 
to correct market failure and assess their effectiveness 

S-cool: What can be done about 
externalities? 
Tutor2u:The Redistribution of Income and 
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AO Learning outcomes Suggested Teaching activities Learning resources 
Wealth 
Bized: Income Distribution 
Anderton, Unit 19, pp 120-125 
Anderton, Units 20 and 21, pp 128-141 
Anderton, Unit 38, pp 248-257 
Anderton, Units 68 and 69, pp 442-457 
Stanlake, Chapters 24 & 25, pp 226-246 
Gillespie, p 63 

    
 They should also understand the 

policies towards income and wealth 
distribution. 

Bamford has an interesting example in relation to the fishing industry 
(page 188) 

Bamford, Chapter10, pp 187-192 
 

    
 They should also be able to assess the 

effectiveness of government policies. 
They should choose one country and analyse the distribution of 
income and wealth in that country; they should then explain the 
policies used in that country to try and bring about a fairer 
distribution, concluding with an evaluation of the effectiveness of 
such policies   The self-assessment tasks on this topic in Bamford 
(page 190) are useful 

Bamford, Chapter10, pp 187-192 
 

    
e Candidates should understand the 

meaning of the concept of 
privatisation.  

Students should choose examples of privatisation in various 
countries, including their own, and find out as much as possible about 
them in order to try and discover whether there has been an 
improvement in the quality of service provided; they can then report 
back to the whole group. 
This should be followed by a debate on the arguments for and 
against privatisation. 
Bamford (page 196) has a useful self-assessment task in relation to 
water supply, rail transport and telephone services. 
Anderton has a useful summary of privatisation in the UK (pages 
438-440). 

Bized: Privatisation 
S-cool: The Advantages of Privatisation 
S-cool: The Disadvantages of Privatisation 
Worldbank: The Impact of Infrastructure 
Privatisation 
Anderton, Unit 67, pp 433-441 
Stanlake, Chapter 35, pp 329-334 
Stanlake, Chapter 46, pp443-446 
Gillespie, p 63 

    
 They should also have an 

understanding of the problems of 
Students should research a former centrally planned economy which 
is going through a process of transition towards more of a free 

Bamford, Chapter 10, pp 192-200 
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AO Learning outcomes Suggested Teaching activities Learning resources 
transition when central planning in an 
economy is reduced. 

market, such as Russia,  Poland or the Czech Republic, and find out 
the various problems which have been experienced and how they 
have been tackled. 
The self-assessment task in Bamford (page 197) has some very 
interesting questions on this topic. 
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