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Welcome to this Autumn
edition of Teaching Business
and Economics which should
have something for everyone.

Welcome to the Spring edition of
Teaching Business and Economics.

The Journal opens with a tribute
to David Whitehead whose sad
and untimely death was learned of
this week.The Economics section
contains an update paper from
Richard Dickens focusing on the
impact of the minimum wage on
those it was designed to help and
on the National economy. This
edition's 'Economics in the
Classroom' analyses some
activities for introducing an
economics course.

Mark Cook provides a useful
'Business Update' on investment
appraisal and there are two
'Classroom' papers; the first
focusing on a new approach to

teaching business studies
'reciprocal teaching' and the
second providing a citizenship
conference report.

The ICT on Line provides its'
normal high standard of
information about resources
including a section on the 'virtual
learning arcade'. Thanks are due
to all of the above contributors
and to the reviewers who have
helped compile the final section of
this Journal. Please keep the
papers coming in.

Duncan Cullimore
Editor
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David Whitehead died on
January 14, aged 58. He had
been ill with cancer for
several years.Typically, when
he learned of his own
condition, he phoned his
friends and acquaintances
and urged them to take good
care of themselves and make
sure that they were checked
out regularly.

In the 1970s and 1980s in
particular, when
economics education in
the UK was thriving in O
level and A level classes
(and their equivalents) the
length and breadth of
Britain, David was in the
vanguard of
educationalists who were
actively supporting its
growth and development.

As Senior Lecturer in
Education (Economics) at
London University's
Institute of Education,
David's energy and
commitment to the cause
created not only a flow of
enthusiastic, well-trained newly
qualified teachers but also a
series of books, and many
articles, that did much to inform
and support economics teachers
in the UK, Europe, and beyond.
The EBEA was just one of many
vehicles that he deployed for
campaigning and evangelising.
He was particularly successful at
finding ways and means of
promoting ideas in print; his
Handbooks for Economics
Teachers were best-sellers.

David was a man of intellect.
In areas of life that really
mattered to him (and there were

many of those) he had his
position thought through, and
was well able to articulate it. He
believed in the power of
argument, and many people can
testify to his readiness to engage
in debate. His innate courtesy
more or less guaranteed one a
hearing. Finding and harnessing
the arguments to shift his stance
or dent his conviction always
remained something of a
challenge.

His former students well recall
David during his many years in
teacher-training. Celia Flynn tells
of his 'enthusiasm, his generosity
with his time, and his caring
concern'. Des Monk recalls how
well organised David was, and
has fond memories of David's
sense of humour, and
particularly of the absurd. Jenny
Wales speaks of David's capacity
to give wide-ranging advice
without making it sound or feel
like criticism. All of them talk of
his willingness and ability to
support and encourage. As a
visiting lecturer on David's post-
graduate course, Robert Wilson

recalls the warmth of the
welcome received, and the easy
rapport and mutual respect
between David and his post-
graduate students.

David was a talent scout,
recruitment officer, and
promoter rolled into one. He cast
his net wide. If he spotted, or
heard of, people with promise, he
made it his business to approach
them, encourage them, and

convert their ideas into
talks to his students or
conference presentations
and, ultimately, print.
Steve Hodkinson tells how
'former students were
cajoled and flattered into
producing short pieces'
for inclusion in one or
other of David's many
publications on teaching
economics.

Being briefed by David
on one's expected
contribution to one of his
publishing projects was an

awesome experience. He knew
exactly what he wanted by way
of content, approach, length, and
deadline, and folklore informed
one about the price paid for
inadequacy or late delivery. Steve
Hodkinson recalls how David
was 'painstaking in the detail and
firm in his own judgement of
value in an author's work'. Jenny
Wales remembers her deep
apprehension when she handed
back to him her first commission
from him, knowing that his
comments would be pithy,
pointed and pertinent. Peter
Maunder recalls David's
TES reviews of other 3
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authors' efforts, and how some
of them must have opened the
TES with considerable
trepidation. All of us knew,
however, that the standards he
expected, and teased out, from
others were the same standards
that he demanded of himself.

David believed strongly in the
value of research. Steve Hurd
comments on how David
'established strong research links
with economics-education
researchers in the US and
elsewhere, and did pioneering
work in creating a research
community in the UK. By
establishing the first taught
Master course in Economics
Education, with a strong
dissertation element, David
greatly expanded the volume of
research output within the UK'.
Steve Hodkinson regards his
own 1986 experience of
working with David to edit for
the EBEA and Longman the
Research of Curriculum
Development in Economics
Education as 'the highpoint of
my links with him.' Peter
Maunder reminds us of how
David came back from his time
spent working in Australia and
warned us against being
complacent - there was a great
deal going on 'out there' and we
ignored it at our peril.

David was active within the
EBEA in ways that made best
use of his talents. In 1967,
whilst teaching in Newcastle, he
set up the North East Branch of
what was then the Economics
Association. He led it with
vigour, and many valuable
members emerged from its
ranks. In 1976 David became
General Editor of Economics,
the Association's quarterly
journal, and served with
distinction for four years.
Editing was a task for which he
was singularly well equipped.
He had a way with words, both
written and spoken, and was
incisive and direct. He 'brought

on' many young authors.

David liked active purpose-
driven working groups, and
particularly those that he led,
but he was no lover of
committees. Robert Wilson
recalls the wry grin he received
whenever he enquired of David
if we would be seeing him, as
Journal editor, at Executive or
Council. 'Heavens, no!' would be
David's reply. 'Tell them I've the
next edition to work on!' 

David Whitehead was well
known beyond our shores.
Members of AEEE recall him
with fondness. He was founding
editor of the European journal
Economia, which provided a
vehicle for sharing good practice
across the EU, and he took part
in several collaborations across
Europe. A prominent US
economics education researcher
said of David in the 1980s that
he was one of just a few British
people to have made a
significant mark in economics
education internationally.

A man of high principle and
firm conviction, David found
some of the educational
developments of the late 1980s
and the 1990s hard to accept
and difficult to accommodate.
Paul Clarke writes 'David had
an 'other-worldliness' about him
which made me wonder
sometimes just how much he
really enjoyed the ICT business-
mix which was rapidly replacing
economics in London's schools.
But then to see him talking
avidly with pupils in an East
End classroom made me think
again.' 

Finding himself not wholly in
sympathy with contemporary
politicians' ideas on what
ingredients constitute a model,
affordable, national curriculum
based around the notion of
'entitlement', David retired from
the Institute early, and put his
energies into his many other
pursuits: his family, his love of
music, his enthusiasm for

playing pianos and
harpsichords, going to concerts
and opera, and for repairing
pianolas. It is tragic that he was
granted so few years to walk
along these inviting paths.

Everyone who has written in
about David has commented on
how engaging they found him.
With his impeccable manners,
immaculate grooming and a fine
range of bow ties, David was a
case of 'once met, never
forgotten'. Peter Maunder
recalls the enthusiastic
greetings; Steve Hodkinson
remembers David as soft in
speech, outwardly gentle, but
with inner steel; for Paul Clarke,
David was 'a civilised man with
a calming presence'. Jenny Wales
confirms that David did things
'with style' - not for him or his
visiting lecturers a parting
polystyrene cuppa by way of a
thankyou. Many will recall how
a review with him of some
shared experience in economics
education would mellow over a
glass of wine into a discussion
of the relative merits of various
concert pianists or an amusing
anecdote on the latest on-stage
disaster for an opera diva, or an
invitation to take him on at
tennis.

Peter Maunder takes the view
that David had an influence on
the work of fellow economics
teachers that was considerably
greater than he himself realised.
That is almost certainly true.
David's own attitudes, values
and beliefs were so clearly
articulated that it forced one to
think more astutely about one's
own. It was not necessary to
agree with him in order to learn
a great deal from him. He will
be sorely missed.

David Whitehead died as this edition
of the Journal was going to press. 
The Editor is grateful to Paul Clarke,
Celia Flynn, Steve Hodkinson, Steve
Hurd, Peter Maunder, Des Monk,
Jenny Wales, and Robert Wilson for
so readily and rapidly contributing to
this appreciation of David's 4
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Richard Dickens finds that
the new floor on wages in the
UK has not had the negative
effect on employment that
conventional economic
models predicted and that it
has been set too low to affect
all of those targeted on the
bottom 9% of the wage scale.

On 1 April 1999 the first
legally binding National
Minimum Wage (NMW) was
introduced in the UK.What has
been the evidence so far about
its impact on pay,
employment, poverty and
income inequality?

Britain has never before
had a national wage floor.
Between 1909 and 1993,
Wages Councils set
minimum rates in a
number of different low
paying industries. The
NMW was set at £3.60 an
hour for workers aged 22
and over and at £3.00 an
hour for those aged 18 to 21.
These rates were changed in
June 2000 to £3.20 an hour for
youths and in October 2000 to
£3.70 an hour for adults. The
Labour government also made
an election pledge to increase the
adult rate to £4.10 an hour in
October 2001 and to £4.20 an
hour a year after that.

One might imagine that
measuring the number of
workers affected by the
introduction of the minimum
wage would be relatively

straightforward. However, the
available UK survey data on
individuals' hourly earnings are
just not up to the job. This has
lead to considerable uncertainty
over the likely impact of the
minimum wage, both in terms of
how many workers will
experience a wage increase and
the size of that increase. Before
its introduction, the Low Pay
Commission (LPC) estimated
that around 2 million workers
(or 9%) would receive a wage

increase, with the average wage
increase being in the region of
30%. However, since then the
LPC has twice revised down its
estimates of the number of
workers affected to 1.5 million
(6.4%) in February 2000 and
then to 1.3 million (5.5%) in
March 2001.

The problem arises because
none of the available survey data
provides an accurate measure of
Individuals' hourly wages. The
two surveys most commonly
used for this type of analysis are
the Labour Force Survey (LFS)

and the New Earnings Survey
(NES). The LFS is a household
based survey that samples about
60,000 households every
quarter. Individuals are asked
about their most recent earnings
and their number of hours
worked. The responses are used
to compute an hourly wage.
However, there Is good reason to
think there is a large amount of
measurement error in these
computed hourly wages. The
earnings information in the NES

is likely to be much more
accurate, since it is
obtained from employers.
However, since the NES
sample is constructed
from tax records, it
undersamples workers
with low earnings
(mainly part-timers and
women) and so is not
very useful for measuring
the extent of low pay.

The Low Pay
Commission is well aware of
these problems and has made a
number of attempts to obtain a
better estimate of the extent of
low pay. In March 1999 a
question was introduced into the
LFS asking workers whether
they were hourly paid and for
their hourly rate. Since only a
proportion of workers report an
hourly rate, some form of
imputation is required for those
not reporting one. The LPC
combines this imputed hourly
rate information from the LFS
with information from the

Low PayRichard

Dickens
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NES to compute an overall
estimate of the number of
affected workers. Table 1
presents the latest LPC
estimates of those paid below
the minimum wage in Spring
1998.

These LPC estimates suggest
that before the NMW just
under 1.3 million workers were
paid less than the minimum
rate (deflated to Spring 1998
earnings level). This constitutes
some 5.4% of workers: 5.3% of
adults and 6.6% of
youths. These figures
are well below the
original estimate of 2
million workers (9%).
This is important,
since one of the stated
criteria used by the
LPC in deciding what
the minimum rate
should be was the
proportion of workers
affected (Low Pay
Commission, 1999).
Clearly, if the intention was to
set the rate so that 9% of
workers were covered, then a
substantially higher rate is
required. Using the most recent
LPC estimates of the
proportions paid below
different hourly rates, the adult

minimum would have had to
have been £4.00 an hour to
affect 9% (Low Pay
Commission, 2001 a).

One of the major
considerations in introducing
the minimum wage was the

effect it might have on
employment. The conventional
model of the labour market
unambiguously predicts that, if
a minimum wage is introduced
above the market clearing wage,
employment will fall. Until the

early 1990s, the conventional
wisdom was that minimum
wages set at levels generally
observed in Europe and the US
had small negative effects on
employment. However, more
recent estimates of the impact

of the UK Wages Councils
(Dickens, Machin and
Manning, 1999) found small
positive effects on employment.

Trying to estimate the impact
of introduction of the minimum
wage on aggregate employment
levels is difficult. Aggregate
employment growth has been
strong throughout this period,
with employment reaching a
record level of 28 million by the
end of 2000. Of course, we do
not know what would have
happened in the absence of the
minimim wage. A simple way of
attempting to evaluate this is to
examine employment rates
across different age groups.
Since there is no minimum
wage for 16 and 17 year olds,
and since the minimum wage
for 18 to 21 year olds has more
bite than the adult rate, we
might expect to see some
substitution between these
groups. In fact, estimates from
the LPC show that between
Spring 1999 and Spring 2000
the employment share of 16

and 17 year olds actually
fell, while the employment
share of 18 to 21 year olds
increased.

However, there have
been other policy changes
that will have affected
these age groups
differently, e.g. the New
Deal and education
enrolment. Overall, the
evidence from aggregate
employment levels is

inconclusive.

Another approach is to
examine the micro-economic
evidence on employment
change. Stewart (2001)
compares the probability of
remaining in employment from6
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Table 1
LPC estimates of the number of workers affected by the NMW

Individuals paid less than NMW
% ('000s)

Spring 1998
18 21 years 6.6 105
22 years and over 5.3 1,150
All over 18 years 5.4 1,255

Computed from Table A1.5 in Low Pay Commission, 2001 a). Figures are those for
adults and youths paid below £3.50 and £2.90 respectively in Spring 1998 to allow
for earnings growth between Spring 1998 and Spring 1999.
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one period to the next between
workers directly affected by the
minimum wage and those
directly affected. The
conventional model would
predict a relative fall in
employment rates for those
affected of the period of
introduction. He finds essentially
no significant difference in the
employment retention rates of
those initially paid below the
minimum and those paid above
over the period of introduction.
In fact, he finds small positive
effects for young men, adult men
and young women, but small
(insignificant) negative effects for
adult women. One difficulty in
this type of analysis is choosing a
suitable comparison group.
Stewart focused on those paid
just above the minimum wage
prior to introduction. However,
we have seen above that this
earnings data contains a
substantial amount of
measurement error, which may
mean that the comparison group
is unreliable.

Another way to analyse
aggregate employment changes
due to the minimum wage is to
utilise the regional variation in
wages that exists across Britain.
We expect those regions that are
most affected by the minimum
wage to exhibit the greatest
employment changes over the
period of introduction. Using
county level data from the LFS,
we examine differences in
employment in the six months
after introduction (April to
September 1999) compared with
those in the six month period a
year earlier (April to September
1999).We use regression analysis
in order to control for other
characteristics in the counties.
Table 2 presents our results
using three different measures of
employment (change in (log)
employment population ratio,
change in (log) total employment
and change in (log) total hours
worked) and two measures of the
impact of the minimum wage
(the initial proportion paid below

the NMW and the wage gap: the
wage increase required to raise
everyone up to the minimum
wage expressed as a percentage
of the total wage bill).

We find that those counties
most affected by the minimum
wage have a small increase in
employment (both in the
employment-population rate and
in the employment level),
although none of our results is
significant. Thus a 1 % increase
in the proportion paid below the
NMW prior to introduction
leads to a 0.18% change in the
employment/population ratio.We
find a small negative impact on
total hours, but again this is
insignificant. So, while nothing
very strong emerges here, we can
find no evidence that the
minimum wage has adversely
affected aggregate employment.

The National Minimum Wage
was introduced as part of an anti
poverty strategy designed to
make work pay. However, many
commentators have doubted the
effectiveness of the minimum
wage as an anti-poverty device.
An argument often made is that
the minimum wage raises the
incomes of second earners in
relatively well off households
(teenagers and working wives),
whereas most of the poor are
those without work (pensioners
and the jobless). Indeed, in 1978
the Royal Commission on
Income and Wealth rejected the
introduction of a minimum wage
for precisely these reasons.

However, rising wage
inequality in the 1980s and
1990s (and the increasing
prosperity of pensioners) has
resulted in a stronger link
between low pay and low
household income
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Table 2
County level changes in Employment and Hours. April-Sept 1998 and
April-Sept 1999

Effect of 1 % change in minimum wage measure on
Change in employment/population ratio (%)
Initial proportion paid below NMW 0.18 (0.20)
Wage Gap 1.60 (1.44)

Change in employment (%)
Initial proportion paid below NMW 0.06 (0.35)
Wage Gap 0.03 (2.51)

Change in total hours (%)
Initial proportion paid below NMW 0.06 (0.34)
Wage Gap 0.92 (2.45)

Notes: Regression on 65 counties in Great Britain. Other control variables are pro-
portion female, proportion manual, average age, proportion white. Wage Gap is
the wage cost of raising those below NMW up to NMW, expressed as percent of
total hourly wage bill. Standard errors in brackets.



(Dickens, 1999). This has made
the minimum wage a more
effective policy tool for tackling
poverty and reducing
inequality. Table 3 presents
information on the link between
low pay and household income,
using data from the Family
Expenditure Survey 1998/99.
The analysis considered the
impact of going from a
situation with no minimum
wage to one of £4.10 for adults
and £3.50 for those aged 18 to

20 (at October 2001 earnings
levels). The Table presents the
percentage of individuals, by
household income decile,
affected by the minimum wage
for three different populations:
all individuals, individuals in
working age households and
individuals in working age
employed households. Also
presented is the distribution of
affected workers across
household income deciles. Note
that individuals may be affected

if they live with a minimum
wage worker, thus bringing the
effect on children into the
picture.

Looking first at the impact
across all individuals, we see
that some 11% are affected by
the introduction of the
minimum wage at these rates.
Some 13% of those with
incomes in the bottom decile
are affected and 16% of those
in the second decile. Many of

8

E C O N O M I C S
U P D A T E

T H E  J O U R N A L  O F  T H E  E C O N O M I C S  &

B U S I N E S S  E D U C AT I O N  A S S O C I AT I O N

Table 3      Household Income.  Deciles of individuals in households affected by minimum wage

Household All individuals Individuals in working age Individuals in 
working age households employed households
income
decile % Affected Distribution % Affected Distribution % Affected Distribution

of affected of affected of affected

1st decile 12.7 12.6 14.2 12.9 39.7 30.2
2nd decile 16.1 14.3 21.7 18.2 22.8 16.4
3rd decile 14.5 11.7 16.8 13.6 22.3 15.1
4th decile 16.0 14.1 18.2 15.5 18.9 12.7
5th decile 15.2 13.9 16.8 14.1 9.4 5.6
6th decile 11.8 10.8 8.9 6.7 11.3 6.7
7th decile 9.3 8.3 9.0 6.8 7.6 4.4
8th decile 6.3 5.7 8.9 6.5 8.7 4.7
9th decile 7.0 5.8 4.7 3.1 5.9 3.0
1Oth decile 3.6 2.8 4.0 2.6 2.8 1.4
All deciles 11.4 100.0 12.8 100.0 16.3 100.0

Table 4      Gains from te minimum wage across household income deciles

Household All individuals Individuals in working age Individuals in 
working age households employed households
income
decile % Increase in Distribution % Increase in Distribution % Increase in Distribution

income of gains income of gains income of gains

1st decile 2.3 13.0 2.5 13.1 5.2 28.9
2nd decile 1.5 13.9 2.1 18.2 1.8 16.8
3rd decile 1.4 16.5 1.3 15.3 1.3 14.9
4th decile 0.9 12.9 1.1 15.1 0.8 9.0
5th decile 0.9 12.8 0.7 9.6 0.4 5.5
6th decile 0.5 7.1 0.4 6.4 0.6 8.8
7th decile 0.4 8.5 0.5 9.1 0.3 4.7
8th decile 0.3 5.9 0.2 5.8 0.2 5.3
9th decile 0.2 6.5 0.2 4.4 0.2 4.1
1Oth decile 0.1 2.8 0.1 3.1 0.1 2.1
All deciles 0.9 100.0 1.0 100.0 1.3 100.0



those in the bottom decile are
pensioners and workless
households. The second column
presents the distribution of
affected individuals.We see that
over 50% of those affected are in
the bottom four deciles of the
household income distribution.
Dropping pensioner households
from this analysis strengthens
the link between low pay and low
income. Here some 60% of
affected individuals are in the
bottom four deciles.When we
focus on those in households of
working age with someone in
work, we see a much stronger
link. Almost 40% of those in the
bottom decile are affected by the
minimum wage and almost 75%
of those affected have incomes in
the bottom four deciles.

These figures show us the
incidence of low pay in house-
holds with different incomes, but
tell us nothing about the impact
of the minimum wage upon
these incomes. Table 4 presents
the percentage change in
household income arising from
the introduction of the minimum
wage at these rates and the
distribution of the gains across
income deciles for all individuals
in these three populations.

One should note that these are
gross gains and so take no
account of tax and benefit
changes that will arise with the
increase in earnings. These
changes will dampen the effect
of the minimum for all
households. The table shows that
the distribution of gains is
similar to the distribution of
affected workers in Table 3. This
suggests that it is the presence of
a single minimum wage worker
in the household that is impor-
tant, rather than the number of
hours they work or the presence
of two or more minimum wage
workers.

Across all individuals the
minimum wage raises gross
income by 0.9%. The largest
affect is for those individuals
whose household income is in
the bottom decile. Their incomes
rises by 2.3%, compared with
0.9% for those in decile five and
0.1% for those in the top decile.
This means that the minimum
wage will have some impact on
household income inequality, by
raising incomes at the bottom by
more than at the top of the
distribution. The figures for
individuals in working age
employed households are
stronger still. Overall income will
rise by 1.3%, but for those in the
bottom decile of this population
income rises by 5.2%.While it is
clear that the minimum wage
cannot directly affect individuals
who are out of work, it appears
that it will have some relatively
modest effects on the incomes of
the working poor. Furthermore,
the minimum wage has been
introduced as part of a package
of in-work support, which

overall will have larger effects on
poverty.

Richard Dickens is a member of
the Centre for Economic
Performance and of the
Department of Economics at
Queen Mary, University of
London.

This article is a slightly shortened
version of the one which appeared in
'Centre Piece', the journal of the Centre
for Economic Performance at the
London School of Economics.That was
an edited version of a chapter in "The
State of Working Britain: Update
2001", published by the CEP in
November 2001.
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The standard joke told
about economists goes 'If
you speak to four different
economists you'll get five
different opinions'.There is
an element of truth in this,
even in relationship to the
issue of what economics as
a subject is all about.

Helpfully, all the A Level
specifications tend to agree that
economics is about how society
chooses to allocate scarce
resources in order to satisfy
unlimited and competing wants.
Most students starting an
economics course do not know
this. Some think that economics
will help them make a fortune
in the City; others think it will
help them take the world out of
poverty; some think it has
something to do with politics,
while most do not really know
at all.

Most students start
economics at AS level, often in
a new school or college, and
usually with fellow students and
teachers they have not met
before. There is therefore a
need at the start of a course for
a good team-building exercise
that introduces students to the
main concepts in economics.

A number of relevant
activities exist that can get an
economics course off to a lively
start. Unfortunately most of
them are now out of print. The
two best-known ones are
'Survival' and 'Survival on the
island of Ikeda' (not Ikea!).
These have much in common
but are organised in rather
different ways, providing
teachers with a choice of

approaches.

'Survival' was written by W.E.
Jennings, who taught at
Sydenham High School in
Ontario, Canada. It was
originally published in Rapport,
the Bulletin of the Canadian
Foundation for Economic
Education. A later version
appeared in 1977 in
Economics, the then journal of
the then Economics Associa-
tion. It next appeared in 1979
in David Whitehead's Hand-
book for Economics Teachers,
published by Heinemann and
long out of print. The essential
features of the activity are given
here in Survival, Version 1
(page 10).

'Survival on the island of
Ikeda' appeared in 1988, written
by Elizabeth Carrington, in
'Trade-offs', edited by David
Whitehead and published by
Longman. This is given as
Version 2, (page 13).

Both activities involve
students in being marooned on
an island. They have to decide
how to plan for their survival,
using the limited resources
available to them. Recent
requests on the ECON-
BUSINESS-EDUCATORS
internet discussion group
(http://www.jiscmail.ac.uk/lists/
econ-business-educators.html)
for these materials have
prompted the EBEA to re-
publish them for a new
generation of teachers who will
not have easy access to the
originals.

Version 1 requires more
equipment and involves the
students in using the available

resources to create the products
they want. The second requires
fewer resources and requires
students to produce an action
plan for their survival. Both
activities require students to
work in groups.

Collaborative group work
offers several benefits.
Working together:

● helps students to get to know
each other, which is essential 
at the start of a course.

● emphasises the problematic 
nature of the task, and by 
extension, all economic 
policy issues.

● enables students to learn by 
having their ideas challenged 
by others, and in turn by 
challenging the ideas of 
others.

The learning objectives of
the activity are:

● to introduce the ideas of 
scarcity, choice and 
opportunity costs.

● to introduce the distinction 
between capital goods and 
consumer goods.

● to highlight the importance 
of investment as an 
economic activity.

● to encourage students to 
perceive economics as a 
problematic subject.

● to develop students' 
collaborative learning skills.

● to develop key-skills of 
problem-solving, working
with others and 
communication.10
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Time: 3 lessons, each of between 45 minutes
and 1 hour

Students have been marooned on a cold arctic
island.  They have a limited stock of resources with
which to create the basic needs required for their
survival.

Resources required:
● Unlined white paper
● Cloth (or coloured paper)
● Coloured paper
● One compass (for drawing circles) per four 

students
● One ruler per four students
● One pair of scissors per eight pupils
● One marker pen per two pupils
● One stapler per eight pupils
● An OHP slide or handout of Figure 1.

LESSON 1:
In Lesson 1 the students will be introduced to
the game and the class as a whole will
attempt to use the resources to ensure their
survival.

Introduction (10 minutes)

1. Inform the students that they have been 
marooned on a cold arctic island.

2. Discuss with them what their priorities should 
be. The discussion should conclude with an 
understanding of the importance of meeting the 
basic needs of food, clothing and shelter.

3 Show the items that the students should 
produce (Figure 1 - see page 12).

4. It is essential that students are told that the 
items must be reproduced exactly as specified. 
The teacher will destroy incorrect items. The 
teacher is the sole arbiter of life or death and the
decision is final.

5. The only resources allowed will be those 
supplied by the teacher - you need to be 
ruthless in observing this!

6. Each student should attempt to ensure their 
own survival by accurately producing one igloo, 
one poncho and one fish.

Round 1 (15 - 20 minutes, time limit to be
specified at the start)

Step back and allow the class as a whole to try
and produce what they can.

The initial moments may consist of a scramble by
individuals to acquire as many resources as they
can. Co-operation is unlikely. Disqualify anyone
using force.

The main point of this first round is to enable
students to experience the frustration of a
disorganised society attempting to produce as
much as possible with limited resources
(equipment and time).

Be ruthless in ensuring that products meet the
design specification. Tell pupils that otherwise
igloos will not stand up and clothes will not fit etc.

Collect in the correctly completed items as they
are finished.

At the end of the game collect in all resources and
unfinished products and display the scores of
correctly completed items on the board.

Debrief (10 minutes)

The debrief should cover the problems that were
experienced by the students. The following issues
should be explored:

1. Which students survived and which ones didn't.

2. Why some students survived and why others 
didn't.

3. The quantity of resources (inadequate compared
with the number of students and their lack of 
organisation).

4. How things could have been improved.

At this stage no economic concepts should be
explicitly introduced. However it might be useful to
analyse the productivity of the group, for example
the total output of igloos per student or per
compass etc. These figures can be compared later
with the results from Round 2.

11
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FIGURE 1   You will each need:
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LESSON 2:
In Lesson 2 students will consider strategies
of social and economic organisation to help
them increase their chances of survival. The
relation of the game to economics will begin
to be explored.

Introduction (20 minutes)

Tell students that Round 2 will operate exactly as
Round 1. The only difference is that before they
begin they will have fifteen minutes to discuss
how they might do things differently.

The role of the teacher during this discussion is
mainly to observe individual and group behaviour
(a useful diagnostic tool for assessing pupils).

However, it may be necessary to prompt the
group towards the following desirable outcomes:

● When resources are scarce, co-operation is 
likely to prove better than competition. 

● Some form of division of tasks will ensure that 
more will be produced.

● Dividing the class into teams might be a good 
idea.

Round 2 (15 - 20 minutes)

Round 2 is run in the same way as Round 1. 

Debrief (10 minutes)

Compare the performance of the group in Round
2 with Round 1.  Discussion should focus on the
differing (hopefully improving!) productivity figures
and the likely reasons for this.

LESSON 3:
In this lesson the economics of the exercise
is explicitly introduced.

This lesson should consist of a full
bebrief/discussion of the game that provides
a link to the main economic concepts of
scarcity, choice and the basic economic
problem.  Students should write up the

conclusions of the discussion. This will
provide them with an introduction to
economics.

Discussion (20 minutes)

The discussion should cover the following areas
(learning outcomes in italics):

● What was the basic problem in the game? 
A lack of resources compared with the needs 
of the class.

● What were the resources available to the 
group? Land (paper etc.), Capital (scissors etc)
and Labour (people).

● What was the problem in Round 1? Resources
were not allocated efficiently and so output 
was limited.

● How was Round 2 better? The same 
resources were allocated more effectively and 
so output improved.

● What decisions were central to the game (the 
basic economic problem)? What to produce 
(determined by survival needs and the 
location); how to produce (determined by the 
discussion prior to Round 2) and for whom to 
produce (undetermined but how would the 
group decide this?). 

● What has this got to do with economics? 
Economics is the study of how scarce 
resources are used in order to satisfy wants 
and needs.

Other issues should be covered if they crop up
eg the distinction between pre-industrial and
industrial societies, market economies versus
planned economies etc.

The discussion should end with an understanding
of economics as the study of how a society
decides to organise itself in order to solve the
basic economic problem.  Students should
understand that as they moved from Round 1 to
Round 2 they began to create an organised
society that helped them improve their economic
performance.

Remainder of lesson - write up conclusions.

Survival - Version 2 (after Elizabeth
Carrington)
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FIGURE 2   Map of the Island of Ikeda

Your problem - you have been shipwrecked

1 You arrive in the north, faced by a two-mile-wide desert. You 
know the layout of the island, as shown in this map.

2 your task is to survive. Work out how you will spend your first 
day.

3 There are no berries in the little wood. You have to go the big 
wood for fruit.

4. You can eat the little fish but you need tools for fishing.

5 Flint and sheep are found in the mountains. In the desert there 
are snakes.

6 The climate is tropical. Hot in the day. Freezing cold at night.

7 The river water is drinkable.

8 All you have with you are your wet clothes and whatever you 
can carry in a matchbox.

GOOD LUCK!



Time: 2 lessons, each 45 minutes to 1 hour

The students have been marooned on a desert
island. They have a limited stock of resources with
which to create the basic needs required for their
survival.

Resources required:
● One handout (Figure 2 - see previous page)
● Display paper (to record strategies)
● Pens (to write up strategy)

LESSON 1
In Lesson 1 students are introduced to the
task and report back their initial strategy to
the whole class.

Introduction (5 minutes)

Introduce the task, giving out the Ikeda map sheet
(Figure 2). Divide the class into groups of five
students.

Activity (20 minutes)

Each group of students decides how they can
survive the first day and night.

Report back (15 - 20 minutes)

Each group reports its strategy to the rest of the
class.

Encourage a discussion between groups. The
discussion should focus on the plausibility of the
group's decisions and thinking eg How long would
it take to travel from the big wood to the fish?

At the end of the report-back ask each student to
give the other groups a score out of ten. A high
mark indicates the student believes that the group
has a good chance of survival.

LESSON 2
In this lesson students are given an
opportunity to refine their strategy, and the
economics of the exercise will be explicitly
introduced.

Activity (10 minutes)

Each group is given the opportunity to refine their
strategy in the light of the previous lesson's
discussions.

Report back (10 - 15 minutes)

Groups report back their revised strategies and a
new vote is taken.

Debrief (20 minutes)

This lesson should consist of a full
bebrief/discussion of the game that provides
a link to the main economic concepts of
scarcity, choice and the basic economic
problem. Students should write up the
conclusions of the discussion. This will
provide them with an introduction to
economics.

The discussion should cover the following areas
(learning outcomes in italics):

● What was the basic problem in the game? 
A lack of resources compared with the needs of
the group.

● What were the resources available to the 
group? Land (trees etc.), Capital (fishing tools 
etc) and Labour (people).

● How was the strategy in Round 2 different from 
Round 1? More plausible use of resources, 
focus on making capital goods not consumption
goods, better division of labour etc.

● What decisions were central to the game (the 
basic economic problem)? What to produce 
(determined by survival needs and the location);
how to produce (determined by the strategy 
discussions) and for whom to produce (possibly
undetermined but how would the group decide 
this?). 

● What has this got to do with economics? 
Economics is the study of how scarce 
resources are used in order to satisfy wants and
needs.

Other issues should be covered if they crop up eg
the distinction between pre-industrial and industrial
societies, market versus planned economies etc.

The discussion should end with an understanding
of economics as the study of how a society
decides to organise itself in order to solve the
basic economic problem.  

Remainder of lesson - write up conclusions.

Colin Harber Stuart
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INTRODUCTION

For organisations investment
plays a critical role in their
competitiveness, overall strategy
and level of profits. Investment
in new capital stock
(equipment/machinery), in the
purchase or acquisition of
another company or in our own
human capital, that is, whether
to undertake any further
personal investment in training
or education, all rely on the fact
that some estimate is required
to be made of current
costs/outlays and of future
returns. The purchase by an
organisation of some new piece
of machinery is often associated
with a large capital outlay at the
start of the process and this will
bring in returns into the future.
In the case of investment in
human in capital we could
consider the process as income
foregone as training or
education takes place to be
replaced by a higher income
stream in the future compared
with that which could be
earned if no training or
education took place.

The process of comparing a
current outlay (cost) with a
range of future returns raises a
number of important issues.
Firstly, future returns are
expected returns, and the
values attached to these cannot
be known with certainty.
Secondly, a sum of money in
the future is not equivalent to
the same sum of money today.
This is the problem of

discounting or something called
the time value of money.
Moreover whichever approach
that is adopted for the appraisal
of investment projects we want
it to yield consistent results and
provide us with a clear message
as to which is the best use of
funds from a range of
investment projects

THE CAPITAL
BUDGETING PROCESS 

In one sense the capital
budgeting process is
straightforward: an organisation
invests up to the point at which
the marginal returns from the
project match the marginal
costs of the project. However,
the majority of the cost may be
in the current time periods
(though there may be running
costs etc as the project
progresses) whilst the returns
are over a number of future
time periods. Herein lies a
problem in that we are
comparing current costs
(outlay) with expected future
returns. To make the
comparison we need to be able
to compare current outlay with
the current value of all future
returns. So how can we achieve
this? A simple example may
suffice. Suppose an individual
has £1000 to save and the
current rate of interest is 10%.
In 2003 this sum of money
would be worth £1100. That is
the original sum of money plus
£100 obtained from 10% of
£1000. Notice that the rate of
interest might be considered as

the risk-free rate taking into
account inflation and the like.

The formula for working out
the future sum of money could
be written as:

Sum in 2002 x (1 + rate of
interest) = sum in 2003    (1)

To make sure that the process
works let us put in the numbers
from our example above.

£1000 x (1 + 0.1) = 1000 +
100 = £1100

We can alter equation 1 above
to give the following:

Sum this year x (1 + r) = Sum
next year (2)

Where r = rate of interest

Equation 2 can be altered to
show that:

Sum this year = Sum next
year/(1 + r) (3)

The importance of equation
3 is that it now shows how
much a sum of money one year
away from the present time
period would be worth in the
current time period. Once
again using the numbers with
which we are familiar, £1100
next year is worth £1000 this
year if the risk-free rate of
interest is 10%.

From equation 3 we have

Sum this year = £1100/(1 +
0.1) = £1000.

We are now in a position to
evaluate what a sum of money
one year hence will be in
current terms, but suppose we
are interested in the current
value of a future sum of money

The approaches to 
Investment Appraisal

Mark

Cook



more than one time period away
from the present. For a sum of
money two time periods away
the formula becomes:

Sum this year = Sum in two time
periods hence/(1 + r)2

For other time periods the
general formula is:

Sum this year = Sum in time
period n /(1 + r)n

Therefore we now have the
ability to convert any future of
sums of money that accrue from
an investment in the future into
their present or current
value. As we can see
we discount these
future sums of money
using the appropriate
rate of interest and we
can then compare
them to the cost of the
investment project. If
the present value of a
future income stream
exceeds the current
cost of the investment,
it may be deduced that
the project is
worthwhile
undertaking.

PRESENT VALUE
FORMULA 

One way of estimating whether
an investment should take place
or not is to calculate the present
value of the investment using the
approach outlined earlier. The
formula that is used is:

Net present value (NPV) = -C0 +
R0 + R1/(1 + r) + R2/(1 +r)2 +
.....Rn/(1 + r)n

Where,

C0 = The cost of the investment

R0 - Rn = The expected returns
in each of the future time
periods

r = The discount rate

There are a number of factors
we need to consider when using
the formula to calculate the
NPV. Firstly, what is the
decision rule behind NPV?  An
organisation would be willing to
consider investment project
which have an NPV greater than
zero. For example Providence
Resources, a small Irish-owned
oil exploration company has
been estimated to have a positive
NPV of $35 m from its oil
exploration site in the Celtic Sea,
always assuming that the cost of
a barrel of oil does not fall.

Secondly the 'R's' are expected
rates of return. These are not
known accurately and will be
subject to the risk attitudes of
various management groups that
predict these. Moreover, it
might be expected that changes
in the organisation's
environment, both politically and
in economic terms, could lead to
inaccuracies in the predicted
cash flows from the project. In
such instances a profitable
project may turn out to make
large losses. Two examples
might help here. A rural hotel,
which had expanded in 2001 to
cater for a greater number of
visitors based upon visitor
numbers from the previous
years, would have been unable to
see the impact of the foot and

mouth crisis in the UK during
2001. Therefore actual returns
may fall very much short of
expected returns. Secondly, an
airline which had invested in the
purchase of a new aircraft based
upon past airline passenger
number growth may well have
found that its expected
profitable venture has now
turned into a loss following the
September 11th disaster in the
US.

A third feature of the present
value equation is that it assumes

that the interest rate is
constant over the
lifetime of the project.
This is unlikely to be
the case. However, it is
possible to adapt the
NPV formula for
varying discount rates.

Fourthly, we might
also want to take
account of inflation
bringing the expected
monetary values into
real values. This can
be achieved by using
the following

expression.

Real rate of interest = 
(1 + market rate of interest)/
(1 + Rate of inflation)  - 1

Fifthly, it is possible that the
organisation can undertake a
number of investment projects
which all give positive NPV's.
The organisation, in this case,
can rank the projects, starting
with the project that gives the
highest NPV first. If the
organisation, now has sufficient
money to invest in more than
one project then it should choose
those that have the highest
NPVs.

It is also worth considering
from where will the project be
financed. Is it from 17
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external borrowing or will the
project be financed from
internal sources?  Moreover,
once an NPV is calculated a
decision needs to be made as to
whether the project will be
undertaken. For example,
larger organisations, which are
already producing a range of
products, may be in a much
better position to bear the
negative cash flows that may
arise from the earlier stages of a
project. A smaller organisation
or an organisation, which
produces only a limited range
of products, may reject the
project because the risks
attached are too large.

Organisations must also
consider the structure of the
markets in which they operate
and the contestability of these
markets. Markets that are highly
contestable will see competitors
mimicking the investment or it
can lead to the entry of new
firms into that market, so that a
positive future income stream is
soon eroded away.

The cash flow from an
investment project should also
be considered on an
incremental basis. That is, the
cash flow for any project should
be measured by the difference
in the income stream to the
organisation with and without
the project. The cash flow
should not include any previous
costs incurred - sunk costs - but
only costs relating to the
current investment project. If
the current project influences
expenditures and receipts in
other divisions this must be
included too. For example, if
division A is thinking of
introducing a new product
which will act as a substitute for
a product made by division B,
any loss in cash receipts for

other divisions must be taken
into account.

It is also necessary to take
into account opportunity costs.
If an organisation uses its
internal funds for one
investment project it loses the
opportunity of using these
funds elsewhere, such as in the
purchase of equities and bonds.
Thus this loss of opportunity
should be charged against the
project. What of the cash flows
itself?  In the formula for NPV
we have suggested that the cash
flows occur all in one go. In
reality, cash flows can be more
'lumpy' than this. It may be
better to consider the cash flows
on a daily basis for some
organisations, or if this is not
possible, a monthly or quarterly
basis. Finally, any cash flow
from an investment project may
be subject to tax. Thus the cash
flows from the project which
are discounted at the
appropriate interest rate should
be cash flows on an after-tax
basis.

THE END OF THE
PROJECT

The expression used to
calculate the NPV makes no
reference to what might happen
to the investment at the end of
the project. It may be possible
to sell the investment good to
someone else, thereby
generating a further positive
cash flow. For example, it may
be possible for a major airline
company to sell its aircraft to
another airline that requires
them for less demanding
services/trips. Similarly there
may be a further capital outlay
that may be required at the end
of a project due to land
reclamation or the clearing of
toxic waste. For example, one

of the difficulties of privatising
the nuclear generating plants
was due to expenditure
required at the end of the life
cycle of the plants to remove
any contamination. In a further
example BHP, Australia's largest
resources group was expected
to shut its hot briquette iron
plant but has now decided to
keep it open. They have
estimated that retaining the
plant would generate a positive
NPV of approximately 100m
Australian Dollars while its
immediate closure would
require a provision of 650m
Australian Dollars.

SCENARIO ANALYSIS   

Scenario analysis permits
management to consider a
range of possible scenarios for
each of the expected returns
from a future investment. A
different NPV calculation can
then be made for each different
scenario. For example,
supposes an organisation is
considering investing in the
following project: capital outlay,
£5000, current interest rate,
15% and expected returns of
£2000 in the three years of the
project's life. Using this
information the calculated NPV
is 254.28. Since this is positive
the investment is acceptable
based on the criteria for NPV,
(NPV>0).

Suppose that some decision-
makers are more pessimistic
about the future and estimate
that the expected returns for the
next three years are £2000,
£1750 and £1750. If all other
factors remain constant then
the calculated NPV is -
£152.58. The project would
therefore, be rejected. In other
words it is possible to calculate18
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different NPV's for pessimistic,
normal and optimistic scenarios.

One aspect of this approach is
that prediction and risks are
subjective. A marketing
optimistic scenario may be the
same as a pessimistic scenario
from the production
department. Secondly, we have
related optimistic/pessimistic
scenarios only to the expected
returns, should we also not
consider these same scenarios in
relation to the interest rate.
Finally, scenario analysis
provides no rules to guide the
decision-maker as to whether the
initial appraisal advice should or
should not be amended in the
light of the sensitivity data.

INTERNAL RATE OF
RETURN 

Another approach to
investment appraisal that uses
the discounted cash flow
technique is the internal rate of
return (IRR). The IRR is the
discount rate that just makes the
NPV of an investment project
equal to zero. Thus the present
value formula becomes:

0 = -C0 + R0 + R1/(1+K)
+R2/(1+K)2......Rn/(1+K)n

The equation is solved for K,
the internal rate of return, that is
the discount rate that just makes
the NPV from this project equal
to zero. When this has been
found it is compared with the
organisations own hurdle rate or
discount rate, and if K exceeds

the hurdle rate then the project
is worthwhile considering. As
with the NPV the organisation
can rank its investment projects
on the basis of the IRR's from
different projects.

COMPARING NPV AND
IRR

What we want from an
investment appraisal technique is
that it should indicate which
project is preferred over another.
It is possible to show that under
the NPV rules that project A is
preferred to project B and yet
using the IRR technique project
B may be preferred to project A.
Why? One reason for this is that
the positive net cash flows from
a project are implicitly assumed
to be reinvested at the
organisation's cost of capital or
discount rate. In the IRR
method these are reinvested at
the IRR. There is no certainty
that the organisation can do this.

Secondly the IRR approach
can yield more than one positive
value for the IRR. This may well
be the case where a project has
both positive and negative cash
flows. Now suppose one value
of the IRR calculated is above
the organisation's own hurdle
rate and one below it, should we
undertake the investment?
Under the NPV approach we do
not get this problem.

Even if we get only one
positive value for the IRR
suppose it its greater than the

hurdle rate for some periods and
below the hurdle rate for others.
In this case how should we make
our decision for the investment
project?  Finally, the IRR
approach measures projects in
terms on the basis of their
percentage rate of return rather
than in absolute terms. Thus if a
project with an outlay of £5000
is calculated to have an IRR of
20% and project B, with an
outlay of £50,000 has an IRR of
18%, and they both clear the
hurdle rate of 15% then project
A would be ranked higher than
project B. Yet the organisation
would receive a much higher
absolute return from project B.
Given these difficulties NPV is
often preferred to IRR.
Using reciprocal teaching to
develop students’ language and
understanding: a franchising
case study 

PAYBACK APPROACHES
TO INVESTMENT
APPRAISAL  

Companies often require that
the initial outlay on a project
should be recoverable by a
certain time period - the
payback point. Suppose we
have the following two projects:

If the organisation set a
payback point of one year then
only project A is acceptable. If a
payback period of two years is
set then both projects are
acceptable. On inspection of the
two income streams,
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Project Outlay Cash flow Cash flow Cash flow Payback NPV at
(Year 1) (Year 2) (Year 3) period 10%

A -2000 2000 0 0 1 -182

B -2000 1000 1000 5000 2 3492



project B appears to be
superior to project A since it
gives a total return of £7000
compared with a return of
£2000 for project A. Thus by
setting different payback points
alters the ranking given to the
two projects.

The problem with payback is
that it gives equal weight to the
cash flows before the payback
point but
disregards cash
flows after the
payback period.
It therefore
prefers projects
that have large
returns in their
early years and
lower returns later
to projects that
have low returns
in their early
years and large returns later.
This may be a partial
explanation of the short-termist
nature of British investment
where banks and shareholders
can not wait for the long term
to recover their investment. In
other countries this may not be
the case. For example, the first
direct rail-road link between
Sweden and Denmark is
scheduled to have a payback
point of 24 years. Such a
project may not have been
considered in the UK, as the
payback point is too long.

A further issue with payback
is that it also fails to consider
the time value of money, that is,
money in the future is not
worth as much today. However,
this problem can be overcome
by using an adaptation of
payback called discounted
payback where each of the
future income streams from a
project is discounted at the
appropriate rate of interest.

Nonetheless, straightforward
payback has its strengths. It is
quick and easy to understand
and use. Where the future of
the environment in which the
organisation is trading is
uncertain payback, which
emphasizes early future returns,
may reduce these risks. In
particular this may be
important where companies are
involved in areas where there
are rapid technological changes
or where the barriers to entry
to their markets are low.
Payback approaches to
investment may also be more

relevant where there are
upheavals in economic policy.
It could be argued that the
consistent economic policy of
low inflation and high
employment followed over the
last 6 years has encouraged
organisations to think more
long-term in relation to their
investment plans. Furthermore
payback saves management
time in that the expected

returns after the payback
point do not have to be
calculated. Finally the
payback approach maybe
seen as the appropriate
approach when capital is
scarce, in that the
quicker the money
comes in from one
investment project the
quicker it can be used
for another. This might
explain why payback is

the investment appraisal
approach that is most used by
small and medium sized
enterprises.

RETURN ON CAPITAL
EMPLOYED

This is an accounting
approach to the assessment of
an investment project. The
return on capital employed
(ROCE) or the average income
on the book value can be
calculated as follows:
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Project A Year 1 Year 2 Year 3
Revenue 12000 10000 8000
Other costs 6000 5000 4000
Cash flow 6000 5000 4000
Depreciation 3000 3000 3000
Net income 3000 2000 1000

The average annual income is (3000 + 2000 + 1000)/3 = 2000



Thus rate of return can be
assessed against the book rate of
return for the organisation as a
whole or against some other
external yardstick, such as the
average book rate of return for
the industry.

The criterion for acceptability
is that if the project's rate of
return is greater than that for the
company overall or for the
industry then the project is
acceptable.

There are a number of
advantages from using the
ROCE. It is evaluating a project
using a concept with which
many areas of management are
familiar. Secondly it evaluates
projects in terms of its
profitability, which, rightly or
wrongly, is considered by some
to be the real focus of
investment appraisal. Finally
shareholders often assess a
company on its overall return on
capital employed so there may
be some logic in doing the same
for investment projects.

However, there are a number
of issues to be considered with
regard to ROCE. Firstly, there
are a number of ways that

ROCE can be calculated and the
appraiser can choose the
approach that shows the project
in the best light. Secondly, as
with IRR it measures projects in
terms of their percentage rate of
return rather than absolute rate
of return. Thirdly, it ignores the
time value of money. Finally it
depends upon accounting
income rather then just on the
cash flows from a project, and
differences can arise in the way
these are related to operating
costs, fixed costs and whether
items are depreciated over time
and how this depreciation
occurs.

CONCLUSIONS

There are a number of
approaches that can be adopted
to assess whether an investment
project should be undertaken.
Some of these are fairly simple
others rely on extensive data
collection and analysis and it is
this balance of ease against
difficulty/cost that is important
for the organisation. Once a
project is underway the
organisation needs to begin a

process of post-audits where
expected cash flows and costs
are compared with the actual
costs and cash flows. Any
differences that arise may be
grouped into two areas, those
resulting from factors outside of
the control of the organisation
and those within the control of
the organisation. From these
results the organisation may
respond by altering its future
investment appraisal techniques.
It has generally been observed
that the best-run organisations
are those which place the
greatest emphasis on the post-
audit approach.

Mark Cook
Northampton Business School
University College 
Northampton
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Year 0 Year 1 Year 2 Year 3

Gross book value 
of the investment 9000 9000 9000 9000

Depreciation 0 3000 6000 9000

Net book value of 
the investment 9000 6000 3000 0

The average net book value is (9000 + 6000 + 3000 + 0)/4 = 4500

The average book rate of return = (Average annual income)/(Average annual investment) = 2000/4500
= 0.44 or 44%.



INTRODUCTION

This article presents an
approach to using case studies
that aims to exploit their
potential for developing
students’ language skills.

This approach is guided by
three main ideas. Firstly, we
have aimed to deal with the
problem of students being put
off by excessive amounts of
information when confronted
with a complete case study. To
overcome this obstacle, we have
made the information available
in small units which students
have to put together.

Secondly, we have aimed to
structure the tasks so that
students themselves take the
prime responsibility for working
out how the elements of the
case study should be put
together. In doing so we draw
upon the idea of ‘reciprocal
teaching’, a concept which we
explain later in the article.

Thirdly, we have aimed to
develop students’ narrative skills
as a contribution to improving
their literacy.We explain how
the quality of students’
narratives - or stories - has been
analysed and how this relates to
the way we have organised our
tasks. In developing this
approach we have aimed to
provide a way in which the use
of case studies in business
studies can be more strongly
geared to the aim of developing
literacy, which currently has
such a high profile through the
Key Stage 3 Literacy Strategy.

We describe how we
implemented the approach
through a case study on
franchising, we give an account
of how this approach worked in
three different schools, and we
explain how we would amend it
in the light of our experience.

DEVELOPING LITERACY
THROUGH BUSINESS
STUDIES

The Key Stage 3 Literacy
Strategy (DFES, 2001) stresses
the importance of the
development of students’
language skills for their
achievement in secondary
school.We might, therefore,
hope that the Literacy Strategy
will lead to improvements in
students’ writing in business
studies. However, given the
focus of most departments in
our subject area on teaching at
Key Stage 4 and above, there is
a risk that the Literacy Strategy
will have only marginal
influence on our thinking and
practice.

This would be unfortunate
for two reasons. Firstly, subjects
that wish to retain the image of
being ‘up with the pace’ in
school need to participate in
and be influenced by
developments that are affecting
core subjects. Isolation from
mainstream developments in
the curriculum leads to the
development of an image of
being out-of-touch, old-
fashioned and irrelevant.

Secondly, teaching in business

studies has much to gain from
careful attention to the
relationship between language
and learning. Teachers of
business studies have long relied
on case studies, and these are
really no more than specific
types of story. Different types
of fictional and non-fictional
story share a ‘story grammar’
although the form of the plot
will vary according to the story
type. The ability of students to
understand, analyse and create
stories is, therefore, highly
relevant to achievement in
business studies.

As might be expected,
improving these abilities has
been the attention of a great
deal of research within the field
of language in education, and
one strategy is known as
‘reciprocal teaching’ (Palincsar
and Brown, 1984).We are all
familiar with the impact that
teaching a subject has on our
own understanding. Reciprocal
teaching takes this idea and
applies it to students’ learning.
That is, if teaching has such an
impact on our own learning,
why not try to incorporate the
essential elements of this
process into what we require of
students? 

Palincsar and Brown claim to
identify those elements, and
their reciprocal teaching
strategy provides a framework
that can be used in planning
teaching so that the activities
required of students make
demands on their thinking that
are similar in type to those that22
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teachers experience in delivering
lessons.

In this article we briefly
summarise some principles of
story grammar and reciprocal
teaching and explain how we
used these as a basis for devising
a lesson on franchising.We then
present the format of the lesson
and the accompanying resources
and provide a commentary on
our experience in teaching this
lesson with mixed ability classes
in three schools.

We conclude with a discussion
of the potential of this
framework for
developing students’
understanding in
business studies and for
helping the subject to
interact fruitfully with
the growing emphasis
on literacy in schools.

CASE STUDIES,
STORY GRAMMAR
AND RECIPROCAL
TEACHING

Case studies seek to help
learners to grasp general
principles more easily by
presenting them in the form of a
story. The principle that ideas
are made more intelligible when
placed in an accessible context is
fundamental to learning and
teaching, and is well illustrated
by an experiment conducted by
Girotto and Light (1992). They
compared children’s
understanding of a relationship
when presented in terms of a
logical function (if p then not q)
and their understanding of that
same relationship when
presented in terms of a
behavioural rule or story (when
circumstance a occurs, b is not
allowed). They presented the

behavioural rule in terms of a
bee-hive: bees that are in the
hive (circumstance a) are not
allowed to buzz (not b).

Primary school children
successfully identified which
bees needed to be checked to see
if the rule was being kept: only
bees inside the hive needed to be
checked. This success contrasts
with the experience of most
adults, who are unable to
successfully identify how to
check whether the ‘if p then not
q’ requirement is being adhered
to in a formal test.

This difference in accessibility
may be important in explaining
why economics is reported as
more difficult than business
studies (Fitzgibbon 1999,
Ashworth and Evans 2000).
That is, the neo-classical
economics taught at A level
formalises interactions between
individuals and organisations in
order to focus on system-wide
‘equilibria’ whereas business
studies concentrates on
behaviour, motivation and ‘rules’
in specific contexts. The appeal
of stories is amply illustrated by
the popularity of television soaps
and it makes sense for teaching
to exploit this appeal, and the
principles of learning that are
related to it, as effectively as
possible.

‘Story grammar’ analysis
(Stein and Glenn, 1979) was
devised as a method of
diagnosing the difficulties of
younger learners and also of
helping teachers to identify
aspects of pupils’ understanding
and story telling that needed
development. ‘Complete’ stories
are defined as comprising each
of these components: (a) setting
information (b) initiating event
(c) internal response (d)
attempts to resolve the situation
(e) direct consequences (f)
reactions of the character to the

consequence (Merritt
and Liles 1989).

These components
can be illustrated
through a franchising
case study (Resources
A, B and C in Figure
1- see pages 24 and
25) that we
developed, using the
McDonald’s case
study from Edition 6
of The Times 100
series (www.thetimes
100.co.uk) and the

McDonald’s web site as sources
for our information.

From these sources, we
selected eleven pieces of
information, and these are
presented in Resource A in
Figure 1. The case study focuses
on four characters and on their
potential for being appropriate
franchisees of a McDonald’s
outlet. For each of these four
characters, we devised fictional
backgrounds (presented in
Resources B and C in Figure 1).
In their current form the
resources imply a joint
application for a franchise from
‘Charles and Camilla’ and a
second application from ‘Lee’
who is advised by his friend
‘Claire’.Whilst we did not 23
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1 There are 26,500 
McDonald’s 
restaurants 
worldwide, in 119 
countries.

2 Every franchisee has 
to complete a 9-
month training 
programme which 
includes training on 
‘wearing the uniform’.

3 McDonald’s say that 
the more McDonald’s 
restaurants there are 
the cheaper they can 
supply the food.

4 McDonald’s say that 
every franchisee 
is ‘running their own 
business’.

5 Seven out of every 
ten McDonald’s 
restaurants are run by
private entrepreneurs.

6 The application form 
for becoming a 
franchisee of 
McDonald’s requires 
you to say how much 
money you have in 
the bank and how 
much you earned 
last year.

7 To take on a 
McDonald’s franchise 
you have to make a 
commitment to run 
the franchise for at 
least 20 years.

8 McDonald’s charge 
each franchisee 10% 
of sales to cover 
marketing and the 
supply of services.

9 In choosing people to
run McDonald’s 
franchises the 
company looks for 
individuals with a 
proven ability to lead 
and manage people, 
good common 
business sense, and 
a track record of 
success.

10 The total starting up 
cost for a McDonald’s
restaurant is 
£340,000 and new 
franchisees are 
expected to pay a 
quarter of this.

11 A typical McDonald’s 
restaurant serves 
500,000 people a 
year.

Figure 1: Resource Sheets used in the case study

Resource A: The Franchisor

Three Questions:



1 After failing to make 
the grade in a pop 
group, Lee starting 
working for 
McDonald’s. 

2 In the first three years
that Claire ran her 
franchised 
McDonald’s the 
profits of the store 
went up by a quarter 
and so did her salary.

3 When Lee and Claire 
compared their jobs 
he discovered that 
Claire owned what 
she called a 
McDonald’s 
franchise.

4 Although Lee was 
making what he 
thought was good 
money, he had very 
little money in the 
bank and he was 
anxious to earn more 
in the future.

5 Lee discovered that 
Claire had borrowed 
£80,000 off her 
parents and relatives 
to buy the franchise 
for the McDonalds 
restaurant that she 
ran.

6 After working at 
McDonald’s for 
several years Lee was
awarded ‘five stars’ 
for his good work and
shortly after he was 
offered a 
management job.

7 Lee and Claire agreed
that the sales in their 
restaurants would 
continue to rise, and 
that all the services 
provided by 
McDonald’s meant 
there was not much 
to worry about in 
running the business.

8 After Lee became 
manager of the 
McDonald’s store the 
sales increased by 
50%, but his pay 
went up by only 10%.

9 At a McDonald’s 
regional meeting, Lee
got talking with Claire
who, remarkably, had 
also once been a 
member of a pop 
group.

Resource C: Claire and Lee

1 Charles and Camilla 
have thought about 
three possible 
businesses they 
might set up: an 
internet café; a video 
production company 
or a McDonald’s 
restaurant.

2 Charles had a part-
time job in a 
McDonald’s 
restaurant for 2 years.
He thinks he could 
easily run a restaurant
for himself.

3 Camilla has noticed 
how Eddie’s video 
production company 
is threatened by legal 
action and may go 
bankrupt.

4 Charles is very keen
on IT and thinks he
would enjoy working in
an Internet café.

5 Over the last few years
Charles has left several
jobs because he didn’t
like ‘being ordered about
by people who don’t
know what they’re
doing’.

6 Charles and his sister
Camilla have been left
£100,000 following the
death of an elderly aunt.

7 Camilla has just
finished a business
course at college and
wants to set up her own
business because she
doesn’t want to be
bossed around by
someone else.

8 Charles has noticed
how his younger brother
Eddie has made a lot of
money from the video
production company he
set up.

9 Camilla has noticed
that the number of
people using the Internet
café she goes to seems
to be going down.

Resource B: Charles and Camilla
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experience problems from this
ambiguity in using the
materials, the clarity could
certainly be improved. In
revising the resources we will
aim to make it clear that in each
case one member of each pair
is making the application and
the other member of the pair is
offering advice.

The ‘setting information’
establishes relevant aspects of
the character and experience of
potential franchisees (eg Item 2
in Resource B) and the
circumstances of the franchisor
(e.g. item 11 in Resource A).
The initiating event is the
search by McDonald’s for a
new franchisee
(although there is a
sub-plot in
Resource C
whereby Item 9
makes Lee’s
meeting with Claire
an initiating event
in his personal
story).

The internal
response (goal) of
the franchisor is
visible in the
qualities being looked for in
franchisees (eg. Items 7 and 9
in Resource A), and the goals
of potential franchisees are seen
in their aspirations (eg Item 7
in Resource B and Item 4 in
Resource C). In this case study
the attempt to resolve the
situation is provided by
applications from Charles and
Lee to become franchisees and
the direct consequence is found
in the success or failure of their
applications. The reactions of
the characters are seen in their
response to the success or

failure of their applications.

The point of case studies in
business studies is to show
‘typical’ consequences of
combinations of settings,
initiating events and goals. In
this case study we were
primarily interested in helping
students to understand the
goals of the franchisor and we
categorised these in terms of
growth, control and risk. That
is, the franchisor uses this form
of business organisation to
grow quickly whilst aiming to
retain control of brand image
and to minimise the risks
created by sole ownership or
lack of control.

It is evident from the
resources used in this case
study that the story is not
provided to the students in the
form of a continuous narrative.
The details of the story are
provided as separate units from
which students have to
construct the narrative.We
place this requirement on
students in the belief that and
their having to piece together
the story will encourage them
to focus on the cause and effect
within it.

Our approach to designing

tasks for the case study makes
use of Palincsar and Brown’s
(1984) ‘reciprocal teaching’,
which involves students
adopting roles traditionally
assumed by the teacher.
Palincsar and Brown identify
these roles as:

● summarizing a piece of text

● composing questions on 
content

● clarifying meaning, and 

● predicting future content.

They argue that these roles
encourage students to monitor
their comprehension whilst also
fostering the development of

their understanding.
Reciprocal teaching
involves a sequence of
‘turn taking’, in which
the role of ‘summariser,
questioner, clarifier and
predictor’ is taken
alternately by the
teacher and the student
working on a one-to-
one basis. As such it is
consistent with the
recommendations for
teaching and learning

found in the Key Stage 3
Literacy Strategy (DFES,
2001).

However, the context for the
teaching described here differs
in two important respects from
that described by Palincsar and
Brown. First, we try to apply
reciprocal teaching in the
context of class teaching rather
than individual teaching and
second we are working with
students of all abilities, whilst
Palincsar and Brown’s work is
directed primarily towards the
development of the abilities of26
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Figure 2: The objectives and format of the lesson

Franchising Case Study
Objectives
● to help students to understand the meaning of 

the terms franchise, franchisee, franchisor 
● to help students to understand how someone 

becomes a franchisee
● to enable students to identify and evaluate 

advantages and disadvantages of franchising 
for the franchisee and franchisor.

Summary
This case study uses data from the McDonald’s
web site and invented prospective franchisees to
develop students’ knowledge and understanding
as described above. The teaching strategy has
three components suggested by the model of
reciprocal teaching:
● Questioning: on the basis of information 

provided, devise three questions
● Clarifying: categorise the information using the 

headings growth, risk and control
● Predicting: which potential franchisee is most 

likely to establish a successful franchise?
At each stage the teacher models the activity
required by the student and then sets students a
similar task such that they take on responsibilities
traditionally associated with the teacher. 

Detailed Plan

Stage 1: Questioning
● Provide all students with a copy of the pieces of

information about the franchisor and pose three
questions that this information raises for you as 
the teacher. Explain why these seem to be 
important questions and explain that the 
students will be given further information and 
one of their jobs will be to see if they have 
answers to those questions.

● Organise the class into pairs or small groups 
and give each group one set of information in 
the form of cards. They should have information
either on Franchisee 1 or Franchisee 2.

● Ask them to (i) see if they have an answer to 
any of your three questions (ii) set three 
questions of their own.

● As a class discussion, find out if the students 
have any answers to your questions and collate
questions they have raised. Then see if there 
are any answers. There is potential here to 
choose a small sub-set of questions with 
answers for them to write in notes/books.

Stage 2: Clarifying
● Explain that anyone thinking of starting a 

business might be interested in these three 
questions: How risky will it be? How much is 
the business going to grow? How much control
will I have over the future of the business?

● Ask each group to arrange their cards into four 
piles: a pile for each of growth, risk and control 
and one for ‘not relevant’. You might give out to
each group the information for the franchisee 
which that group did not have in stage 1. 

● Use the board to collate and evaluate the 
suggestions.

Stage 3: Prediction: Lee or Charles? 
● Explain that in the final part of the lesson the 

students will be trying to predict which of the 
two potential franchisees would set up a 
franchise. Explain that there are two reasons 
why they might not: they might decide not to 
apply or McDonald’s might decide not to 
accept them.
Ask the students to complete a table to help 
them make their prediction:

Reasons why they
would apply
(Advantages for the
franchisee)

Reasons why they
might not apply
(Disadvantages for the
franchisee)

Reasons why they
would apply
(Advantages for the
franchisee)

Reasons why they
might not apply
(Disadvantages for the
franchisee)

Reasons why
McDonald’s would
accept them
(Advantages for the
franchisor)

Reasons why
McDonald’s would
reject them
(Disadvantages for the
franchisor)

Reasons why
McDonald’s would
accept them
(Advantages for the
franchisor)

Reasons why
McDonald’s would
reject them
(Disadvantages for the
franchisor)

Franchisee 1 Franchisee 2
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students with poor language
development.We used three
formats for the ‘turn taking’
required by reciprocal teaching:
whole class work, students
working in pairs and students
working in small groups (3 
or 4).

REVIEW OF
EXPERIENCE WITH THE
FRANCHISING CASE
STUDY

We used the activities with
three different classes, each in a
different school. This created
several reasons why the
activities worked out differently
with one class compared to
another.We aimed to complete
the three stages (questioning,
clarifying and predicting)
within one lesson. However, two
of the lessons were only one
hour long and this made the
timing very tight, whilst the
other lesson lasted one hour 40
minutes and this, naturally,
provided more time for the
students to develop their
thinking and the pace was more
appropriate. In addition, there
were differences in the prior
experience of the students and
some differences in the way the
stages were implemented. In
reviewing our experience in
using this case study we refer to
these differences as well as the
similarities in our experience
and the lessons we feel we have
learned.

STUDENTS’ PRIOR
EXPERIENCE AND
MOTIVATION

In each instance the lesson in
which the task was used was a
departure from normal practice.
In one case this was chiefly

because the lesson was not
taken by the usual class teacher,
whilst in the others the lesson
style was a break from the usual
format. Unsurprisingly, the
classes that were less
accustomed to this kind of
teaching strategy were more
cautious in their interaction
during the lesson.

In each case the students were
positively motivated by use of a
familiar business (McDonald’s)
and their interest was further
engaged by the use of names of
familiar characters in a different
context, although this did cause
some problems for lower
achieving students in one class.

That is, they could not
understand how ‘Lee’ and
‘Claire’ could be described as
having little money when it was
well known that they were
members of a high-earning pop
group.

Students in one class formed
the impression that the
characters in the case study
were real (with changed names)
and they found this positively
motivating, driven by a desire to
find out what ‘really happened’
to the characters.With each
class the lesson was organised
in three sections as described in
Figure 2 (see previous page).
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COMPOSING QUESTIONS

In each classroom the students
were asked to compose questions
that, on being answered, would
help them to understand the
story of the case study. However,
there were small, but significant,
differences in the way in which
the task of composing three
questions was dealt with in the
three classes. One teacher
arranged for the students to read
the data set 1 together as a class
and this led to several students
raising unprompted questions
such as ‘What is a franchise?’
Students were then asked to
work in pairs with each pair
being given either Resource B or
Resource C so that they focused
on one couple. They were then
asked to devise questions about
their data, and they found this
difficult, not least because the
basic questions had already been
aired in the whole class work
with the teacher.

The other two teachers gave
data set 1 to the students and
prompted them to write down
questions about the data. One of
these teachers told the students
‘I’ve a few questions of my own
about this. See what questions it
raises for you.’ After giving
students five minutes to consider
their own questions, this teacher
wrote her own questions on the
board and asked if any of the
students had written the same
questions. She then asked if
students had other questions and
used these to produce a longer
list. She then asked students to
judge which questions were the
most important and used the
subsequent discussion to reduce
the number of questions to the

‘three most important’. Although
these two teachers prompted the
students in different ways and
one provided more substantial
prompting than the other,
neither pre-empted thinking by
individual students in the
manner unintentionally achieved
by the first approach of ‘reading
through the data together’. In
practice, the similarities between
the approaches of the second
two teachers were more
important than the differences.
Both these teachers felt that the
activity had worked well. All the
students felt able to devise some
questions. Some were very
straightforward comprehension
questions such as ‘What is a
franchisee?’ whilst other
questions tried to look for
connections between the events.
These teachers drew the
students’ attention to the
differences between the type of
the questions  and encouraged
the students to consider different
types of question in the future.

Our discussion of the reasons
for these differences in outcome
led us to concentrate on three
issues. Firstly, the activity
worked much better when
students’ identification of
questions was not pre-empted by
an initial teacher-led discussion.
Secondly, the more
straightforward questions of the
type ‘What is a franchise?’ began
with a ‘What?’ whilst the more
probing questions such as ‘Why
do franchisees have to pay
£80,000?’ began with a ‘Why?’
This simple observation led to a
suggestion that, when using this
procedure in future, it might be
useful to prompt students in
their choice of question opening,

possibly through asking them to
devise one question starting with
‘What?’, one question starting
with ‘When?’, and one question
starting with ‘Why?’

Third, we wondered to what
extent the difficulties that lower
achieving students had in
generating ‘Why?’ questions
might be related to their
knowledge and understanding of
the context being studied.
Students are prompted to ask
‘Why?’ when they recognise an
event or a circumstance that is
significant and this recognition
is, in turn, prompted by the
knowledge and understanding to
which they think it is related.

CLARIFYING

The clarification task required
students to classify the pieces of
information into four piles: risk,
control, growth and unrelated.
All three teachers handled this
task in similar fashion. Two of
the teachers rated the activity as
successful, whilst the other
teacher found it less successful
and felt this may have been due
to a combination of her own
uncertainty over the task and
some difficulties experienced by
the least able members of her
class (a GNVQ foundation/
intermediate class).

A review of the work of
students in each class indicated
that all the students had
managed to classify successfully
at least a third of the items, with
the number of items classified
rising with the ability of the
students. Some more able
students asked whether
individual items could be 29
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included in more than one pile
and also whether ‘risk’ referred
to the risk being taken by the
franchisee or the franchisor.We
interpreted these questions as
evidence of more sophisticated
approaches towards tackling the
task.We felt that it would be
helpful in future to provide
more simple cards for some of
the students and to give
students more time on this
activity, concentrating on the
reasons for allocating data to
one pile or another.

We also decided it might be
useful, on future occasions, to
ask students to prepare written
explanations of their choice of
pile and to include a discussion
on the quality of these
explanations to try to help
students to improve the quality
and written expression of their
reasoning.

PREDICTIONS

There was particular time
pressure on the prediction stage
in the two lessons that were
completed in one hour. In the
lesson lasting one hour 40
minutes the students had time
to complete the prediction task
in a more thoughtful way. To
help them make their
prediction, students were asked
to complete a pro forma listing
reasons why each couple would
or would not apply for a
franchise and reasons why they
would or would not be
accepted.

Most students did not
distinguish between the reasons
that would be important to
franchisees and those that
would matter to franchisors.
However, other students

provided more complex
assessments. For example, one
student (whom we will name
Robert) suggested that Lee
might apply for a franchisee
‘because he wants to run his
own business. He doesn’t want
to be bossed around. He has
experience.’, but might not
apply because ‘he doesn’t have
any money’. He suggested that
the franchisor might accept him
because ‘he has experience’ but
might not because ‘he has no
money. He is also a control
freak.’ That is, whilst a
franchisee might be very keen
to be his/her own boss, the
franchisor might interpret very
strong feelings of this kind as
indicative of someone who
would not follow company
expectations.

Regardless of the strict
accuracy of this interpretation,
the recognition of its possibility
shows a recognition of
alternative perspectives. Most
reasoning focused on issues of
control and the franchisee’s
initial capital. There was little
reference to risk despite the
explicit focus on this element in
the clarification stage of the
exercise. Robert was an
exception in this regard. He
managed to speculate that one
of the characters ‘might not be
a good manager’ and that this
could be a reason why the
franchisor could reject him.

These observations suggest
that students’ attention might
need to be returned to the
question of risk when
completing this task and that
they need explicit
encouragement to consider that
the franchisee and franchisor
could have different
perspectives on the same issue.

The prediction activity was

followed up in a series of
written tasks set in the following
lesson (Tasks 2 and 5 in 
Figure 3). Students’ writing in
response to these tasks raises
some questions about their
understanding. First, some
students are able to give cogent
answers to the question on risk
(Figure 3, question 3). For
example, Robert wrote ‘I think
that franchisees take most risk
in taking on the franchise, not
McDonald’s, because
McDonald’s have more stores
around the country and other
countries to gain money from,
whereas the franchisee has only
the one store to gain money
from’.

Another Student (Louise)
wrote ‘McDonald’s is taking
biggest risk other than the
franchisee because if the
franchisee doesn’t do well and it
goes bankrupt, it will be very
bad for the company’s track
record.’ However, neither of
these students (nor most of the
others) referred to risk at all
when asked to comment on the
advantages and disadvantages
of franchising (Question 5) or
when explaining who they
thought should be awarded the
franchise. All this suggests that
whereas students may be able to
identify risk issues when
directly prompted, they were
not incorporating them into
their thinking when asked more
open questions.

WHAT HAVE WE
LEARNED?

We have found the structure
provided by the reciprocal
teaching model useful in
devising the structure for this
lesson. The sequence of
‘questioning’, ‘clarifying’ and30
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‘predicting’ proved helpful in
getting students to become
familiar with the data, to process
it and to consider its
significance. This structure also
focused our attention on the role
that we were expecting of the
students and this did lead us into
giving them more responsibility
than two of the classes were used
to.

We were pleased that the
students handled this extra
demand on their abilities
generally fairly well and we
would expect them to be more
adept in these roles with further
experience.We were less
successful in finding an
appropriate way for the teacher
to ‘model’ each skill.When one
of the teachers modelled
‘questioning’, the students’ own
questions were pre-empted, and
this caused a problem.

The modelling of each role is
probably best carried out in a
previous lesson using a different
context. Despite these
limitations, our overall
judgement on the lessons is that
they were either reasonably or
very successful and that it is
worth continuing to refine this
approach.

In doing so we will pay
particular attention to prompting
students’ questions using
‘What?’, ‘When?’ and ‘Why?’,
and to ensuring that the range of
items of information contains
sufficient pieces of evidence that
are accessible to the less able
students.We will also make sure
that we provide specific prompts
to encourage students to
consider alternative viewpoints
on a problem.
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Figure 3: Written tasks on Franchising Case Study
1 You have been asked by a local school to explain the term 

‘franchise’ and to give examples of franchises operating in the 
Stafford area.

2 Using your chart from yesterday, explain who you think should 
get the franchise from McDonald’s and give reasons for your 
choice.

3 Who takes the greater risk - the franchisee or McDonalds? 
Explain why.

4 Who has the greater control - the franchisee or McDonalds? 
Explain why.

5 How does franchising help a firm like McDonalds to grow?

6 Imagine you are considering taking on a franchise - what three 
questions would you be asking?

7 In the form of a chart, make a list of the advantages and 
disadvantages of franchising from the franchisee’s point of 
view and then from the franchisor’s point of view (use your 
prediction chart to help you).

8 Yesterday, Pizza Hut was looking for franchisees. Look at the 
web site www.pizzahut.co.uk and compare what you have to 
do to be a Pizza Hut franchisee with being a McDonald’s 
franchisee.



Celia Flynn, Chair of the
EBEA, accepted an
invitation from the
University of London
Institute of Education and
'Just Business' to open and
chair their INSET
conference, held at the
Institute on 8th November
last, addressing the above
themes. The Conference
was organised by Jacek
Brant of the Institute and
Finbarr Carter of 'Just
Business'.

THE PURPOSE OF THE
CONFERENCE WAS;

● To explore the potential role 
for Business Studies and 
Economics teachers in 
delivering the new 
Citizenship curriculum.

● To illustrate how global and 
ethical issues can be 
integrated into the everyday 
teaching and learning of 
Business Studies and 
Economics.

● To increase teachers 
awareness of global and 
economic issues.

● To develop strategies to 
involve students in thinking 
about matters of equity,
fairness and justice.

● To increase knowledge of 
sources of material and the 
support structures that exist 
to assist teachers who wish 
to develop their teaching in 
these areas.

The event was attended by

teachers, LEA advisers, teacher
trainers and development
education practitioners. Most
of the participants completed a
conference evaluation form,
with the majority of these rating
the event 'excellent' or 'good'
overall, and most
also agreeing that it
had 'suggested
improvements to my
existing practice'.
Many cited the
opportunity to
network with fellow
educators as a
valuable outcome of
the day. Other
comments included;
'It reminded me of the
benefits of
simulations', 'It gave
me an insight into
development/global
dimension potential in
Business Studies', 'A
useful general awareness raising
session', 'I came away with some
good ideas about how to organise
games that got pupils to think
about ethics', 'It was well
organised, and the games were
really good', and finally 'The
toilets were not very nice!' 

After Celia Flynn had
formally opened the event, she
introduced the keynote speaker,
Hilary Benn M.P.,
Parliamentary Under Secretary
of State for International
Development. Mr. Benn spoke
about the increasingly global
nature of economic and
business activity, and the need
for young people to develop
understanding of international

economic and business issues if
they are to take an active part in
the future global economy. In
particular, he said, it was
necessary for young people to
understand the importance to
world stability of combating

poverty. He placed emphasis
on the key role of Business
Studies and Economics teachers
in assisting young people to
engage effectively - as
producers, consumers and
citizens - with the global
economy they will inherit. He
praised 'Just Business', the
Institute and the EBEA for their
role in trying to raise the profile
of these issues amongst
teachers. According to one
participant's conference
evaluation report 'Hilary Benn's
speech set the pace for an
interesting and informative day.'

The Conference then divided
into two large workshop groups,
led by Stephen Fairbrass and32
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Finbarr Carter of 'Just Business',
to examine some practical
activities that could be used to
address global issues in the
classroom. Stephen Fairbrass
led a session, based around his
article published in the Spring
2001 issue of this journal
entitled 'Business Studies and
Citizenship', on using the
garment industry as a case study
to explore themes such as
international trade, globalisation,
and business ethics, beginning

by looking at the labels in
peoples clothes.

Finbarr Carter meanwhile led
his group through 'The
Chocolate Game', an activity
which explores the global
chocolate trade through the lives
of nine families - in the UK,
Ghana, Brazil and Belize -
whose livelihoods depend on
chocolate, showing how each
family might be affected by
events such as crop failure, and a
hostile takeover bid. Among
participants comments in
evaluation were 'The game gives
a great opportunity for
participants to enter the hearts
and minds of producers around
the world as each family have to
work out their annual budget

and defend their decisions to the
others. It enables a genuine
insight into how our consumer
habits affect people on the other
side of the world, and as such is
an excellent teaching tool.'   

During lunch, conference
participants had an opportunity
to view resource displays
mounted by 'Just Business',
Oxfam, Tourism Concern,
People and Planet, Christian
Aid,Worldaware,War on Want,
Population Concern and the
Oxford School of Learning.
These displays demonstrated the
existence of a variety of
materials either directly aimed at
Economics and Business
Studies, or that could be
relatively easily adapted for use
in those subjects, through which
teachers could explore the
conference themes with their
students.

Immediately after lunch
participants broke into five
smaller workshop groups,
according to their particular
areas of interest. Jenny Wales of
the Nuffield Foundation and
EBEA led a group looking at
Perspectives on Globalisation,
considering the role of global
issues in the KS4 Citizenship
programme of study and how
specialist teachers can assist in
improving the quality of its
delivery. Ian Marcouse, Chief
Examiner for AQA 'A' level
Business Studies, looked at ways
of addressing ethical questions in
Business Studies examinations.
Anna Lemmon, Principal
Officer for Business Studies at
QCA, explored how teachers
might develop their teaching of
GCSE Business Studies to help
deliver Citizenship. John Mann
from NABSE (National
Association for Business Studies
Education) examined

Citizenship and its application to
post 16 vocational courses in
Business Studies, anticipating
the extension of the requirement
to teach Citizenship to post 16
students. Finally Andy
Hargraves from Biz/Ed
demonstrated their online
'Virtual Developing Country' - a
resource partially funded by 'Just
Business' - (www.bized.ac.uk/
virtual/dc) and how it might be
used in teaching and learning in
'A' level Economics.

The emphasis throughout the
Conference was on practical
assistance for teachers. The
Conference did not concern
itself with abstract theory, but on
demonstrating easily accessible
ideas and activities that would
enable Business Studies and
Economics teachers to address
global and ethical issues, and the
particular importance of
combating global poverty, in
their classrooms. Overall the
Conference was evaluated a big
success. Jacek Brant commented
'the pedagical standard was
superb - the teachers who came
have all got many ideas they can
actually take away and use'.

Stephen Fairbrass, 
'Just Business' Project Co-
ordinator.

'Just Business' plans to run more
INSET conferences at regional
locations.  If you would like details of
these as they become available (or if
you would like to host such an
event) contact: jusbiz@nead.org.uk 
or write to Finbarr Carter, 'Just
Business', 38 Exchange Street,
Norwich, NR2 1AX.  (01603
610993).  'Just Business' will also
be running workshops like those
described above at the 2002 EBEA
conference.  Details of the 'Just
Business' games and activities
described above, and many others,
are available on the 'Just Business'
website at www.jusbiz.org .
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ICT on line

www.xrefer.com

The web has a wealth of
resources for students
undertaking coursework and
investigations. For example,
one of the key skills all
students of economics and
business studies must
master is command of
specialist vocabulary. For
those taking up the subject a
simple word like cost
confuses - many assume cost
and price are synonymous.

Moreover, pupils need to be
able to look up a brief
explanation of a new concept
including definition and
explanation. Hence my
excitement at stumbling across a
new web site called Xrefer
(www.xrefer.com) that has
rapidly made its way into my top
5 most visited sites. Dubbed the

web's reference engine, for once
the experience matches the
hype. Xrefer's free site contains
encyclopaedias, dictionaries,
thesauri and books of quotations
from the world's leading
publishers. These are all cross-
referenced, and all in one place -
thereby providing you with a
single source for reliable factual
information.

Searching on cost brings back
192 results from Dictionaries of
Accounting, Business and
Economics. Multinational brings
back six possible links.

Colleagues will be quick to see
just how useful Xref might be in
offering an online alternative or
complement to A-Z of Business
Studies.

However, there are times when
students want more than a
glossary.Widening a search via

one engine can be deeply
frustrating. A metasearch engine
which searches search engines
and returns consolidated results
can save hours.

My personal preference is to
download and use Copernic (see
www.copernic.com) but Ixquick
(http://ixquick.com/) comes a
close second.

And then there is the good old
BBC. Sometimes a site is so
overwhelming - Europe's most
visited - that we forget it is
under almost constant
development. For example, I
almost missed the new e-
cyclopedia - 'BBC News
Online's guide to modern living,
tackling and explaining issues as
they in the news agenda'.

Finally (if for no better reason
than this is what I am currently

Richard Young

and 

Andy Ramsden
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teaching) Year 13 students really
should check out:

Investigating brands:
Investors Guide to the High
Street
(http://www.hargreaveslansdo
wn.co.uk/siteredesign/online_
guides/highstreet/search.asp)
from Hargreaves Lansdown.
Many stockbrokers offer
search by company.
Hargreaves also offers search
by brand. Tap in the name of
the brand and back comes
the parent company. Hours
of fun here for the brand-
conscious investigator.

A2 Marketing Survey
Design.
(http://www.surveysystem.co
m/sscalc.htm) A practical
guide to market research

including advice
on questionnaire
design. I accept
that many sites
offer something
similar, but what
about accessible
explanations of
confidence levels
and intervals - as
required in the
new OCR Further
Marketing specification?
There is even an online
Sample Size Calculator to
determine how many people
you need to interview in
order to get results that
reflect the target population.

A2 Economics of
Development Online
Development Textbook

(http://www.worldbank.org/de
pweb/beyond/beyond.htm#en
glish) That favourite
international agency, the
World Bank, has published a
web based schools textbook
on development. Absolutely
essential reading A2 reading
for the Economics of
Development.
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INTRODUCTION

The Virtual Learning Arcade
(VLA) www.bized.ac.uk/
virtual/vla/ provides interactive
online models that illustrate and
test the fundamental principles
of economics and business
studies.

The aim of this article is to
outline how the VLA adds value
to traditional teaching
techniques and to give an
overview of the features of the
VLA.

WHY DOES THE VLA ADD
VALUE TO TRADITIONAL
TECHNIQUES?

Models are the bedrock of
Economics and Business
Studies. It is through models
that students learn how to
understand and apply the
subject. For instance, how would
students appreciate the
economic world around them
without a clear understanding of
the workings of the demand and
supply model? Unfortunately for

the student, due to the
limitations of conventional
media (and the maths involved),
models often seem dry and
difficult to understand. These
limitations are further
compounded when a student
tries to experiment through
painstakingly re-drawing models
to analyse dynamic events.

The aim of the VLA is to use an
alternative medium (the
Internet) to overcome these
limitations by allowing students

● to engage with online 
educational models

● to manipulate the model 
and observe the results of 
their actions in a visual 
manner.

THE THINKING BEHIND
THE VLA

The VLA attempts to provide a
rich, contextualised learning
environment that is both
stimulating and educational. To
encourage the student to explore
the models it is vital to integrate

the simulations with supporting
materials based around their
curriculum. The thinking behind
the VLA is to encourage
interaction and so prevent
students from simply being
passive recipients of online
information.

THE VLA

The simulations are divided into
three broad areas;

● Large scale models - these 
are intended to replicate real 
world behaviour. These 
models are the core of the 
arcade and have been 
developed in association 
with the Institute of Fiscal 
Studies. For instance, can 
you solve London's 
transport problems? Can 
you reduce the level of child 
poverty in the UK? 

● Small scale models - these 
are intended to reinforce 
theoretical relationships.
These models have been 
developed to simulate small 
scale relationships. For 
instance; what determines 
the price of a house? How 
do you calculate and 
interpret the price and cross 
price elasticity of demand? 
What are the impacts of the 
exchange rates on the trade 
balance? What affects the 
break-even point? How do 
you interpret financial 
ratios?

● Educational games - these 
allow a student to apply 
economic and business 
studies concepts over the 
duration of an online game 
scenario. For instance, can 
you run a business?

The small scale models are
designed to complement the

ICT on line Part 2: The Virtual
Learning Arcade

An output from
the transport

simulation



large scale model by allowing
students to investigate the
relationships in isolation.

Each simulation is supported by
a wide variety of materials to
help teachers, lecturers and
students use the simulations
effectively as learning tools. The
supporting materials include:

● Background information - 
giving a complete 
background, and data about 
the area the simulation 
covers

● Theories - an overview of 
the theories associated with 
the simulation

● What happens when? - a 
series of self assessment 
exercises that are designed to
promote the user's 
understanding of the 
simulation

● Further questions - applying
the simulation to answering 
essay style questions,
interactive and non-
interactive data response 
questions, and further study 
/ key skills questions

● Challenge you - Biz/ed 
challenge you to use the 

simulation to solve policy 
dilemmas.You can submit 
your recommendations to 
the hall of fame.

VLA DEVELOPS SKILLS

The screenshots highlight the
way that the VLA helps students
develop both lower order skills
such as knowledge and factual
recall, and higher order skills
such as evaluation and
synthesis. The stimulus material
is progressive in nature.
Multiple choice question types
reinforce knowledge of a
particular area. This
reinforcement is further
encouraged by links across to
some of the explanations or
theoretical material. Gradually
the questions then move up an
incline of difficulty and suggest
strategies and policies that users
can try on the model. They can
then try to apply the theory and
see the extent to which theory
matches reality.

The use of open-ended
questioning then raises further
issues and encourages students
to consider where the
assumptions made in the course

of developing theory may break
down in practice. In this way
they can look at the application
of theory to reality through a
process of experiment, but also
develop a better appreciation of
the interconnected nature of
much of the subject matter. This
vital higher order skill of
synthesis is the ultimate aim of a
large-scale integrated learning
resource of this nature.

BIZ/ED CHALLENGE
YOUR GROUPS

Biz/ed challenge your groups to
reduce the level of traffic
congestion in London with a
minimum of 4 combined
policies and these must be
sustainable over time.Will your
group be able to meet the
challenge successfully?

Andy Ramsden 
Research Officer
Virtual Learning Arcade

http://www.bized.ac.uk/
virtual/vla/

andy.ramsden@bristol.ac.uk
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Self assessment exercise on how to use road changes in the
transport simulation

An example of a
theory that
supports the
transport
simulation
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All the reviews published
in 'Teaching Business and
Economics' are now
available on the TES
BookFind CD ROM,
published termly by Book
Data Ltd., Northumberland
House, 2, King street,
Twickenham,TW1 2RZ, in
association with The Times
Educational Supplement.
Reviews are linked to book
titles on the CD - Executive
Director

A LEVEL BUSINESS STUDIES

A2 Business Studies,
Malcolm Surridge and
Andrew Gillespie, Hodder
and Stoughton, 2001,
paperback, 285 pages,
£12.99, ISBN: 0-340-80146-8,
Tel. 01235 827720.

'A2 Business Studies' by
Malcolm Surridge and Andrew
Gillespie is a well-written book
suitable for students who are
choosing to study through to
A2 level. The general style of
the book makes it an
appropriate choice no matter
what specification you are
following.

The first thing that strikes
you when you open the text is
the lack of colour and
illustration. It would appear that
some publishers assume that
once students reach A levels,
their texts no longer need to be
attractive all the way through,
and bold covers are enough to
tempt people to buy and use
their books. This was once the

case but as with GCSE texts,
colour and illustrations can help
students to learn and absorb the
information.

The text is broken down well
and interspersed with items
such as the Key terms.
However when shown the book,
students' first comments related
to the lack of colour and
illustration. Students all have
different ways in which they
learn best and unfortunately the
style of the book would appeal
only to some.

The Introduction looks
briefly at the main exam boards
and what the courses consist of
at this level and then moves on
to Answering A2 questions:
higher-level skills. The fact that
higher-level skills of analysis
and evaluation are needed at A2
is explained in detail and tips
are given for answering
questions. This is useful
information that most students
would find helpful.

In each chapter rather than
listing key terms at the
beginning or end, they are
listed throughout. The
advantage of this is that points
are highlighted when it is
relevant to that part of the
chapter. This enables students
to focus on the important key
terms and to keep them in
context. Articles throughout the
chapters give students the
opportunity to work through
and use their newly acquired
knowledge. This is then
consolidated at the end of the
chapter with progress
questions, analysis and

evaluation questions and case
studies.

Throughout the book you will
find Business in Focus, up to
date articles giving information
on businesses. Some of these
articles end in a discussion
question, which could be
opened up to the class to
prompt discussion or debate.
Others end with a series of
questions related to the article,
with marks allocated to each
question. Alongside some of the
Business in Focus articles you
will also find Integrated
Business, longer articles on
businesses, some about specific
companies, others more
general. The reason why there
are both Business in Focus and
Integrated Business articles is
not clear; some are comparable
in length and in the style of
question whilst others are not.

The range of features in each
chapter would allow those
teachers who like to work
mainly from the text to vary
what they cover in lessons,
whilst offering plenty of
opportunities for students to
apply their knowledge. The
book is suitable also for those
teachers who prefer to refer to
the textbook to consolidate
knowledge previously taught
and to set questions from it.

Aspects of the text that
students could find helpful are
the key terms, points to ponder
and examiners' advice that can
be found in each chapter.

A smaller book than those
which integrate AS and A2 will

Resource 
reviews Nancy 

Wall 



be a tempting factor for those
students studying many subjects,
all with heavy text books.
However having to buy separate
books for AS and A2, at £12.99
for each book, could be more
expensive than buying a book
that combines the entire A level
material.

Overall this is a suitable text
for the majority of students; the
content is accessible. It is well
written and has many favourable
aspects for both teachers and
students.

Kate Cusack, Epsom and
Ewell High School.

Data Response and Case
Studies for Advanced Level
Business, Andrew Gillespie,
Hodder & Stoughton, 2001,
ring-bound paperback, 287
pages, £44.99, ISBN 0-340-
80178-6, Tel. 01235 827720.
www.hodderheadline.co.uk

Andrew Gillespie's work will
be familiar to most Business
Studies teachers through his
work with AQA Business Studies
and his various textbooks. This
latest offering comes in the form
of a ring bound set of
photocopiable case studies
designed to cover the
specifications of the new AS, A2
and AVCE examinations in
Business Studies.

The topics follow the structure
of the exam specifications,
starting with 'Marketing' and
running through to 'Objectives
and Strategies'. The coverage is
quite comprehensive, with a total
of 196 case studies of various
length and complexity over the
seven topics. The case studies
are clearly numbered, and
reference the relevant sections of
the AQA, OCR and Edexcel
specifications, including whether
they are aimed primarily at AS
or A2 students. This makes it

relatively easy to build them into
an individual scheme of work.
Most of the case studies are
accompanied by brief notes on
the content, giving the student
some context in which to see the
information on which they are
working. Some also give
explanations of 'key terms' found
within the text. These are useful
additions which will prove
helpful to students, particularly
those taking the AS exams.

The content of the case
studies varies, so that they can
be used with a range of students.
I have tried them out on
students taking AS and A2
Business Studies and also with a
group of Advanced AVCE
Business students. Each group
handled them well. They
commented on the mark
allocation as a useful device for
indicating the amount of content
they should be putting into their
answers - good examination
practice! In this respect, it might
have been helpful to give an
indication of the time that
should be allowed for each case
study. However, this is generally
fairly evident from the exercise
itself.

At the end of the book some
sample marking schemes are
given. Although of necessity
these are general in nature, they
do provide a helpful outline of
the way in which marks are
awarded and as such are as
useful to students as to the
teacher who is marking their
work. The final section gives the
answers to each of the questions
in each case study. Again, useful
for the teacher and for students,
who can see what is expected of
them in compiling their own
answers.

The case studies in this book
are not 'examination questions'.
Generally they are shorter than
the case studies on, for example,
the AQA exam papers, and are

much more like the exercises
found in most textbooks. They
are intended to be used as a
supplement to the work which
students are given on each of the
exam topics, and will prove
invaluable when used in this
way. They can be quickly
photocopied for class use as and
when needed, but would also be
of value if photocopied and used
as a bank of case studies for
each topic which students can
access for themselves either
within the classroom or the
library. They can be used as a
quick diagnostic test at the end
of a topic and might prove
useful as the starting point for
individual or group research
projects.

The author points out that the
AS case studies can also be used
as a useful resource for students
embarking on A2 topics, since
they will provide a quick
reminder of the salient features
covered in the AS course, and I
am sure that many teachers will
want to use them in this way.

Andrew Gillespie says in the
introduction to his book that the
case studies are intended as 'an
invaluable resource which will
make your teaching life easier' -
an excellent, if predictable sales
pitch these days!  He has a good
point, however. Whilst his book
is not cheap, and will give those
of us managing miniscule
budgets in these straitened times
pause for thought, it needs to be
seen for what it is - a resource
which can be used extremely
flexibly across a range of
Business Studies courses and in
a wide variety of ways. In an
ideal world we would all be
scouring the business papers
each day to produce our own
resources for use with our
students, but in the real world
(or at least in my version of it)
this is not always possible, and to
have a large set of case 39
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studies such as these to hand
places the cost firmly in
perspective.

Geoff Moran, Roade School,
Northampton.

Understanding Accounts - The
Dr Proctor Guide, Rob
Dransfield, Martin Coles,
Nelson Thornes, 2001,
paperback, 126 pages, £9.00,
ISBN 0 7487 5799 6, Tel.
01242 267270

Business Studies, as a subject,
is a far ranging animal as we are
well aware. Many of us have to
teach subject matter in which
we are not specialists. Accounts
is an area that we all know but
rarely come to terms with fully,
either because we have never
used it in practice or because
there are lots of large numbers
involved! Thank goodness, then,
for Rob Dransfield, who has
teamed up with Martin Coles
(ex-lecturer and current
financial controller) to author a
detailed 'helicopter' view of
accounts.

I mention the authors mainly
because accounts is a hands-on
subject which benefits from
inputs from day-to-day
accounts practitioners who can
get across the real story.

The aim of this resource, say
the authors, is to enable
students to quickly learn about
accounts and finance. The
content and layout reflect this
aim, keeping concepts grouped
but essentially separate. The
book is split into six units
covering the importance of
accounts, company accounts,
financial management, budgets
and forecasts, ratio analysis and
costing. Every new page
introduces a new concept,
which is dealt with on that

page, using minimal clipart and
a black-on-white colour way.

The book is not a tome and
the pages are not densely
packed. Superficially, it looks
more like a revision guide than
a text book. It becomes clear,
however, that this approach is
taken in order that the topic
does not appear overawing.
Further to this idea, the authors
have devised an eccentric
professor, Dr Proctor, who
explains terms and who also
highlights exactly what is
important about each section.
So it is that under each 'Key
Idea' the students are shown
differences between terms, how
to calculate using a calculator,
and how to work through set
problems in stages.

At the end of five units there
is a set of questions that test the
students' understanding of each
of the previous Key Ideas. At
the end of the book, there is a
glossary of the concepts not
specifically defined in the text
but referred to. Luckily for us,
there is a set of detailed answers
in the back, and so far the
answers to the questions that I
have used have actually been
correct!

The text is definitely aimed at
an advanced level. The
language, although concise and
focussed, does not lend itself
well to use with the finance
sections at intermediate level,
not least as there are few
opportunities to practise the
content. In its full state, it is
even more detailed than
mostBusiness A Level texts but
reflects the more in-depth
approach that the VCE now
requires, particularly in the
optional dual award units

Students studying the
Financial and Management

accounts units both in FE and
HE, would benefit from the
detail without being worried.
This said, as a teaching aid this
book would be useful for A
Level Business, particularly the
bite size method of dealing with
difficult concepts that are
required. The section on ratios
is a definite no-nonsense guide
to understanding and
application at A Level.

The content does reflect the
requirements for A level
Accounts but as a sole course
text it tends to be too brief both
in content and in assessment
opportunities. In this vein,
unlike most Accounts texts, it
strikes at the heart of the idea
and would be excellent for
revision or as a study
companion where students
could get a quick and pertinent
lesson. (You have to see the
page on Net Present Value).

Understanding Accounts is
written to draw together all the
sections of accounts, which are
usually studied separately, and
allows students to see that the
subject is logical and therefore
achievable. The authors have
tried to overcome the problems
students normally face when
trying to learn accounts, namely
fear and confusion, and overall
have done a good job.

Katie Robinson, Rastrick
High School

A LEVEL ECONOMICS

AS & A Level Economics
Through Diagrams, 2nd
edn., Andrew Gillespie,
Oxford, 2001, paperback,
114 pages, £9.99, ISBN 0-19-
913429-4, Tel 01536 741068

This is an updated version of40
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the very popular revision guide,
which was first published in
1998. It retains its original
content and style which is both
clear and easy to follow,
although to describe its
presentation as 'through
diagrams' is a little misleading.
More that half the book is
straightforward information set
out in boxes.

The coverage of the book is
extremely thorough - presenting
as detailed a treatment of all the
major micro- and
macroeconomic topics as you
could expect to find in a book of
this length - and it is supported
by a comprehensive index.
Unusually for a revision book,
the detail is sometimes a little
overdone: we are, for example,
treated to no less than nine
measures of the money supply -
more than enough for any
teacher, never mind student. The
choice of material is not always
obvious and I was particularly
impressed to see David Begg's
AJ-LF model in the section on
unemployment.

This edition is advertised as,
'for the new specifications' and
to that end there is a useful
section on the economics of
sport and leisure for OCR
students. The closing section
towards the end of the book, on
UK economic history, is also
updated with clear graphs on
many leading indicators. The
opening chapter on the exam
specifications is completely new,
containing a checklist of relevant
pages for various parts of the AS
specifications for the four main
examination boards. It is a pity
that this does not extend to the
A2 modules, of which there is
little mention.

The book is not without its
faults, and it is disappointing to
note that a number of
inaccuracies have survived from

the first edition. In one diagram,
the point where AC=AR is
described as the break-even
point. Again, the presentation of
the kinked demand shows a
continuous MR curve, rather
than one with an area of
discontinuity, and a diagram
showing the 'relationship'
between unemployment and
inflation is described as a Philips
Curve. A thorough consideration
of the new specification should
also have seen the removal of the
Keynesian 45∞ diagram, with its
confusing upward sloping
demand curve. The final facet of
the book, which I find totally
incomprehensible, given its
target market, is that it is written
in Americanised, or should that
be Americanized, English.Why?

These are minor niggles. The
overall feeling one gets is of a
well put together revision guide
and, at the price, good value for
money. Students are becoming
increasingly fussy and one
student I showed the book to
complained of the lack of colour.
Given the trade-off with price,
I'm happy with black and white.

This is not a textbook and
does not pretend to be so, but
copies should find their way into
school or department libraries. It
will certainly be purchased by
students.

Judging by the number of
copies of this volume I have seen
amongst my students, Andrew
Gillespie appears to be onto a
winner.

Ian Parker, The Tuition
Centre, London.

AVCE BUSINESS

Business for Vocational A
Level, 3rd Edn., Roger Lewis
and Roger Trevitt, Nelson

Thornes, 2000, 752pages,
£19.50, Tel. 01242 267270.

Since we are still only half-way
through a relatively new course,
I approached reviewing this
book with the eye of someone
who is re-writing schemes of
work and looking to expand the
library of books to accompany
the course.

The book covers only the
Mandatory Units of the AVCE
award. It does however have a
very interesting introduction to
the course which is directly
aimed at its student reader. The
introduction is clear and concise,
and even contains information
on 'Learning Styles', 'Problem
Solving' and ' Improving Your
Own Learning and
Performance'. The book is
unusual in that it contains
activities in the introduction.
These could therefore be
incorporated into a course
induction for new students. The
introduction is definitely one of
the strengths of the book.

Each unit is covered by a
series of linked, numbered
sections, but with no clear end to
each of the sections. The
beginning of each of the units is
again directed at the student
reader, telling them what they
can expect to learn and produce
whilst working through the unit.
It also tells them the materials
they will need in order to
complete the unit.

Each section itself contains
clear information and boxes
giving examples and case-studies
to reinforce the information
provided. The activities that have
been included are well thought
out and could be incorporated
by teachers with little prior
preparation. There are also
'quick-fire' boxes asking snap
questions of the students, and
these may be used as a form of
'extension' work. 41
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As part of this review, I used
the book to help me re-write
the Marketing scheme of work.
I found the information useful
and was able to prepare a
scheme that would be of benefit
both to the students and the
new staff on the course, who
would be relying on it.

As for the units which
students traditionally struggle
with, The Competitive Business
Environment and Business
Finance, both are well written
and will help students. Teachers
will have to guide students
through the text however.
Perhaps the one drawback,
especially with Unit 2, is that
not very up-to-date information
is used in a section called 'What
is happening to the UK
economy at present?'  The data
used in the charts stops at 1999
and does not attempt to
extrapolate into the early
'noughties'.

In sum, this is a good
classroom text, and very
detailed. It would require
teachers to carefully pinpoint
the sections they wish to teach
and want students to study. It
could be used equally well as a
classroom text or as a reference
text in a school library. I
consider it value for money and
it is detailed enough to see
students through the
Mandatory Units of the course.

B-J Sandiford, Course
Leader for Advanced
Vocational Business,
Palmer's College, Essex

A LEVEL DICTIONARIES

The Complete A-Z
Economics Handbook;
Nancy Wall; Hodder and
Stoughton, 2001. 354 pages,
£9.99, ISBN 0-340-78954-9.

The Complete A-Z
Economics and Business
Studies Handbook; Nancy
Wall, Ian MarcousÈ, David
Lines and Barry Martin;
Hodder and Stoughton,
2000, 354 pages, £9.99, ISBN
0-340-77216-6, Tel. 01235
827720.

Both of these books have
been written specifically for AS
and A2 students. The
Economics and Business
Studies Handbook has been
written for students studying
courses which combine
Economics and Business
Studies (the Nuffield course
being the only one still in
existence) whereas the
Economics Handbook seems to
be aimed largely at those
following the AQA, Edexcel
and OCR specifications,
although WJEC and CCEA
students should also find it
useful.

Both books define and
explain terms that students are
expected to know at AS and
A2. The terms are in
alphabetical order and are
printed in bold type. Each term
is given a one sentence
definition which is then
developed and explained. The
depth of the explanations seems
to depend both on the relative
importance of the terms in the
AS and A2 specifications and
how difficult the concept is to
understand. For example, in the
Economics and Business
Studies Handbook, 'incidence
of taxation' is given three
quarters of a page while 'market
share' is given less than one-
fifth of a page. Extensive use is
made of diagrams and worked
examples where these help
clarify an explanation. Terms
used in the explanations which
also have entries in the book are

usually written in italics.

In both books most terms are
explained clearly and the
language used is well within the
grasp of even the less able AS
and A2 students. However
some definitions are of limited
use. For example, in the
Economics handbook, producer
surplus is defined as 'the
segment of consumer surplus
which will be lost to the
consumer if the industry
becomes a monopoly'. Most AS
and A level textbooks define it
as the difference between the
market price and the price at
which producers are willing to
supply. An examination of
awarding bodies mark schemes
seem to indicate that it is this
latter definition that they are
expecting. For those of us who
have repeatedly found ourselves
having to persuade students
that the money they have in
their savings account is not
capital, the entry for 'factors of
production' in both books could
also cause some problems.
Land , labour and capital are
identified as factors of
production but none of these
terms are in italics so students
may not turn to the more
complete explanations that do
exist for land and capital in the
Economics Handbook and for
capital in the Economics and
Business Handbook. In both
books, under 'factors of
production', capital is not
defined but it is stated that its
reward is interest (and profit in
the economics book only).

Towards the end of the
Economics Handbook there are
lists of terms for each unit for
the AQA, Edexcel and OCR
specifications. On the whole
these are comprehensive and
follow the unit specifications
accurately. However there are
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some omissions. For example,
'limit pricing' is clearly stated in
the specification for Edexcel
unit 4 but it is not contained in
the relevant list nor does it have
an entry in the book. Students
should find these lists a useful
checklist and revision aid as long
as they are aware of the need
also to refer to the unit
specification.

There are also lists of terms
towards the end of the
Economics and Business Studies
Handbook but these are
grouped by topic area rather
than by unit - an approach that
is rather less student-friendly.

Both books also include
sections on synoptic assessment
and on the meaning of
examiner's terms.While the
latter should prove extremely
useful to students, the former is
probably of limited use. Only
two pages are given to this
section, which is really not
enough to explain the suggested
revision techniques to any but
the most able students.

The main use of these books
is likely to be as an aid for
students while studying on their
own. At £9.99 they are good
value and within the means of
most students. (Discounts are
usually available for bulk
orders.) In conclusion, both of
these books should prove very
useful to AS and A level
students following Economics
and Economics and Business
courses. The two books would
be a useful addition to a school
or college library and students
should also benefit from
purchasing their own copies.

Caroline Loewenstein,
Strode's College, Egham,
Surrey.

AQA BUSINESS STUDIES
B, 2nd edition, Neil Denby
and Peter Thomas, Hodder
and Stoughton, 2001,
paperback, 230 pages,
£14.99, ISBN 0 340 80116 6,
Tel. Tel. 01235 827720.

GCSE BUSINESS STUDIES
for AQA, Alain Anderton,
Causeway Press, 2001,
paperback, 240 pages,
£14.95, ISBN 1 902796 29 2,
and associated Teachers'
Guide, 173 pages, £35, ISBN
1 902796 30 6, Tel. 01695
576048.

GCSE textbooks have
changed. The question is
whether market oriented
publishers are matching the
needs of their customers more
closely, or are we into
monopolistic sub-markets?
Instead of general coverage of
GCSE Business Studies, texts
are now designed to match the
needs of particular market
segments or specifications.

Both titles are updates of well
known textbooks. I have used
Anderton in the past but as a
faculty we recently changed to
Denby and Thomas. The most
obvious feature of both is their
association with a particular
AQA specification. The preface
to the Anderton text makes the
point that, since the content of
all specifications is broadly
similar, it can be used for any
specification. However, the
temptation to go for the text
related to a specification may be
the most important determinant
of textbook choice; hence my
question above.

Denby was originally
associated with the NEAB
Business Studies syllabus. Now
both books follow the order of
their particular specifications, in
the case of Anderton to the
extent both of main topics and
sub-headings. There is little

doubt that they cover the
material required in great detail.
Anderton covers the material for
the A specification options with
additional units, while Denby
claims to be suitable for both the
full and short course of the B
specification.

The Anderton text continues
the well tried format of a double
page to a unit. This is probably
quite motivating for students
and teachers; there is a distinct
satisfaction in turning over a
page and mentally ticking
another box. This edition is
divided into colour coded
sections for ease of use. The
great strength of Anderton's
book has always been its range
of case studies, which are
generally interesting and
relevant. This edition maintains
the tradition with material which
can be used in a variety of ways
in class or for homework.
Colour is also well used to
divide up the information into
sections and make it
manageable. There are key terms
and checklist questions to review
understanding.With direction,
students could certainly use
these for revision.

Denby and Thomas follows
the Business Studies B
specifications very closely.
Again, the pages are subdivided,
with bright sub-headings,
though the lay-out is more
traditional. There is a useful
introduction, explaining to
students how to use the book,
with a colour coded scheme for
different types of help. My
feeling is that students will need
to be directed to look at this - or
perhaps other people's students
are unlike my own! 

Some of the drawings have a
faintly old fashioned look to
them. The pictures mostly relate
well to the text though some do
not add hugely to student



understanding, e.g. the merest
mention of the name Heinz
accompanied by a
disproportionately large picture
of one of their products
(ketchup) in a section on aims
and objectives. Like Anderton,
important terms are defined in
boxes, here called
'codebreakers'. There is also a
'points to remember' summary
at the end of each unit which
helps student learning and is a
good revision aid.

Both books meet the need for
a variety of sources to be
selected, organised and
interpreted through the use of
statistical and graphical data as
background to the text and
question stimulus, though it
would be good to see this
developed further. Some of the
graphs are rather small,
probably to fit the maximum
material on each page.
Interestingly, while enterprise is
one of the options for the A
specifications, it is one of the
best sections in the B
specifications text. One
particular point: in Denby in
the section on privatisation it is
suggested that monopolies can
charge what they like. I spend
much time trying to stop my
students writing exactly this, so
it is dismaying to find it large as
life in print.

One of the best features of
Denby is the way tasks are
differentiated, with arrow signs
indicating the level of difficulty.
For anyone faced with a very
mixed ability group this is a
godsend when setting
homework; the harder tasks are
very challenging.

Both texts are detailed. Some
sections would not be
inappropriate for weaker AS
students and are likely to be
quite difficult for less able

GCSE candidates. In Anderton,
the pages are still very busy.
This can be attractive for able
students but possibly difficult
for others to navigate. Denby
has several long sections of text,
for example the introduction to
sources of finance. The
relatively small font used will be
off-putting for weaker
candidates.

Given that both texts are
closely related to specifications,
I would like to see some very
specific examination
preparation and practice; and
likewise for coursework. Denby
has sections at the end of the
book dedicated to both, with
past examination questions
used to illustrate. Actual exam
type questions for practice
would be a welcome addition.
Anderton provides case study
questions, written to cover
particular units. These provide
an excellent unit assessment.

Most teachers spend much
time training their charges to
write to the mark allocation and
manage their time in
examinations; it is a pity that
neither text provides questions
with marks for this purpose.
The Anderton teachers' guide
provides excellent suggested
answers, but no mark scheme.
It does include a list of useful
websites related to topics.

Despite the close link with
their specifications, because
units mainly stand alone, it is
possible to rearrange the order
of teaching. Colleagues and I
usually teach costs, production,
breakeven and business plans
early in the course because they
seem to be a basis for many
other topics: the importance of
costs in a location decision, for
example. Marketing is an ideal
topic for year 10, but is at the
very end of the B specification.
I would certainly teach this

earlier in a course.

GCSE books seem to have
moved into the price range
vacated by A Level texts not so
long ago - or does advancing
age make it seem recent? If the
criterion is value for money in
terms of volume of content per
£, then both texts score highly.
There is little difference in
price. But does the link with a
specification tie us into a
particular text?  

The definitive word was
sought by some consumer
testing; we are, after all, a
market- oriented faculty! A
cleverly worded questionnaire
was devised, with no bias,
ambiguity, no leading questions
etc etc. The result, in this case,
was that market research failed
to provide a clear message.
According to our year 10
respondents, Anderton is both
more clear and more confusing,
as also is Denby. Both use
colour well. There was a 50/50
split as to which was easier to
use. So there you have it. They
are both very good core texts,
as they claim, probably more
suited to able students, and
substantially meeting the
requirements of their related
specifications. The choice
probably comes down to one's
market segment.

Sue Turner, Verulam School,
St. Albans.

KEY SKILLS

Key Skills Trainer, Statistics
for Education, CD, £12/£10,
Tel. 01279 652183.

This cd-rom, an effective
students' companion though not
a giveaway at £12 (£10 for
group purchases), capitalises on
the Key Skills initiative,44

E C O N O M I C S
E D U C A T I O N

T H E  J O U R N A L  O F  T H E  E C O N O M I C S  &

B U S I N E S S  E D U C AT I O N  A S S O C I AT I O N



specifically at Level 3, by
providing five interactive
sections: Advice, Registration,
Self Assessment, Portfolio
Building and Record Keeping.

Benefiting from clear,
attractive graphics and
navigation (including the now
common save and print
functions), not to mention
chatty, unthreatening language,
the student 'registers' with the
software, clicking the subjects
through which they will be
accessing the Key Skills, such as
their AS or VCE qualifications.

A useful 'Advice' segment
introduces the student to the
rationale of this latest battle-
scarred educational initiative,
usefully, though not
indispensably, linking to the full
specifications from each board.
A comment on what 'Uni' (sic)
thinks of Key Skills is accurate,
but on recent experience, is
likely to be out of date pretty
quickly as some institutions
come on board and others find
new and imaginative ways to
avoid recognising the Skills.

The 'Self-Assessment' segment
is an audit of the students Key
Skill level where we click what
we can and cannot do. A link
gives the student a fairly clear
amplification of the meaning of
potentially challenging
indigestible phrases such as
'Understand 'compound'
Measures'. A brief question at
the end gives the student a
chance to test their
understanding, though teacher
assistance will be necessary.

The 'Record Keeping' segment
is genuinely useful, offering a
clear alternative to tree-loads of
student tracking and neatly
cross-refers to the Key Skills
Progress Report. This will not

save the teacher from the full
rigours of evidence-tracking that
Standards Moderators often
require, but it should tidy up the
students' record-keeping.

The 'Portfolio Building'
segment is less robust, indicating
in simple though not particularly
enlightening ways ('smily and
not-smily faces') how far the
subjects allow the student to
access Key Skills opportunities.
(This is reminiscent of those
'ticked boxes' at the back of
Curriculum 2000 subject
specifications where we were
told how we could do Key Skills
'all over the place' - so long, that
is, as we teachers do the donkey
work to turn the ticks into
genuine key skills opportunities!)

The 'Generic Assignments'
offered in this segment will need
teacher input to turn generalities
into a tighter set of
requirements, though that is the
case for most Key Skill
assignments which must balance
being informative with the need
not to be so prescriptive as to
prevent the student from
meeting the criteria.

All in all, this CD is worth an
inspection if your 'hard-copy'
student packs haven't yet been
bought and paid for.

Simon Uttley, Aylesbury
High School.

OTHER RESOURCES

Effective Learning and
Teaching in Business and
Management, Bruce
Macfarlane and Roger
Ottewill, eds., Kogan Page,
2001, paperback, 208 pages,
£19.99, ISBN 07494 34481, Tel.
0207278 0433.

Although this is a handbook
designed for 'all those teaching
college and undergraduate level'
(and above), it really has a lot of
useful ideas for anyone teaching
post-16 students. It surveys the
history of business courses, the
learning process and learning
styles. There is a topic by topic
section covering learning
outcomes, activities and key
resources (including web sites)
which is full of productive leads.

This is an exceptionally useful
book for beginning teachers,
teacher trainers and  heads of
departments. Indeed all who
want to review their daily
approaches and rejuvenate their
schemes of work will find it
helpful.

Understanding Business
Ethics, Roger Bradburn,
Continuum, 2001, paperback,
194 pages, £16.99, ISBN 0
8264 5332,
www.continuumbooks.com.

Though written for
undergraduates, many students
at A level will find this book
accessible. Its main strength lies
in its extensive case study
material. The early part of the
book is definitely beyond the
scope of A level but no prior
knowledge is required. All parts
of the book could be of
considerable value to teachers
who want to learn more about
this area of the subject.

Some people will find that the
book fails to give due weight to
the point of view that law-
abiding businesses should take
all their decisions on the basis of
profitability. Nevertheless, it is a
must for the library.
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