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Duncan 

CullimoreEditor’s
comment

Welcome to the Summer
edition of Teaching Business
and Economics. The
Journal has to reflect,
promote and question best
practice in the classroom as
well as what is happening
outside it and this edition is
no exception. We therefore
have some really good
teaching ideas from Chris
Rodda, Andy Hammond
and Andy Beharrell. Steve
Hurd and Colin Finnie have
both produced some first
rate material for the
Economics and Business
Updates respectively and
these also include
classroom materials.

A selection of teaching resources
are reviewed in the final section
and we also have what I think is
likely to be quite a controversial
paper from John Cameron and
Stephen Fairbrass focusing on
New Institutional Economics.
Please respond to any of the ideas
promoted if you feel so moved.

I would like to introduce a new
section for the Journal on Teacher
Education with a view to better

meeting the needs of trainees,
Newly Qualified Teachers and
their mentors. I would be grateful
to receive material for this section
if you have any. We are starting
with a report of a talk given by
Jack Brant at the Association
AGM in May.

The other two articles in this
edition focus on new developments
in the world of education. One is
the impact of Citizenship
Education and the contribution
that Business and Economics
teachers might wish to make on
this now compulsory curriculum
area. The other development is the
changing face of 14 - 19 education
as presaged by the recent Green
Paper.

I have received more material
than we can publish for this
journal which is a good sign for
the journal if a bit disappointing
for some authors. However all
material accepted to date will be
published in the Autumn and I
would really like to hear from you
(e mail preferred) if you have any

articles that you would like
published.

Next, an apology. In the last
edition we published an article
headed 'Citizenship, Business
Studies and Economics Education:
global and ethical perspectives'.
I understood that this was written
by Finbarr Carter but it was
actually written by Stephen
Fairbrass who was also the project
co-ordinator of Just Business at
the time and not Finbarr as
stated. Finbarr actually succeeded
to the co-ordinator role in May.
Many apologies to those
concerned.

Finally an introduction and a
farewell. Andy Hammond has
generously agreed to work as the

Business in the
Classroom editor for
the journal. We
look forward to
benefiting from his
undoubted talents.
We also have to say
farewell to Celia
Flynn who has
accepted a post in
Qatar and has
therefore had to
resign as Chair of
the Association.
I am sure that
everyone would
thank her for the

work she has done and wishes her
all the best in her new job.
It means that we are looking for a
new Chair and there are some
details relating to this on the back
page.

Duncan Cullimore
Editor
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INTRODUCTION

International migrant flows
have increased in recent years
and have been boosted by
people seeking asylum from
oppressive regimes around the
world. The issue has been
highlighted by the attention
given to illegal immigration, with
media focus on the Channel
Tunnel and the Sangatte
reception centre near Calais.

Immigration is a complex and
potentially emotive issue with
many different faces; economic
as well as human, social and
political. Economic analysis is
valuable because it allows us to
identify those aspects of
immigration that can be treated
in a rational way, and isolate the
areas where value judgements
have to be made. There are
numerous economic aspects of
immigration, but this article

concentrates on how we can use
economics to examine the widely
held propositions that
immigration will (1) depress
domestic wage rates and (2)
increase unemployment.

CONVENTIONAL THEORY

In the 19th century, when
Britain was losing labour to the
new colonies, the classical
economist John Stuart Mill
recognised that emigration
would help to lift the appallingly
low wage rates by making labour
scarce relative to capital. By
reversing the same classical
thinking it follows that
immigration at the present time
ought to lower domestic wage
rates by making labour more
plentiful relative to capital.We
can demonstrate this reasoning
using the tools of demand and

supply analysis, developed in the
late 19th century by the neo-
classical economist Alfred
Marshall.

Figure 1 shows the market for
labour in a particular
occupation.Wages, determined
by demand and supply, are
initially at level W1. An influx of
migrants will cause labour
supply to shift from S1 to S2
and, other things remaining
equal (that very important
phrase used by careful
economists who are well aware
that other factors are very likely
to change), wages rates will be
depressed to W2. This fall in
wages, if it occurs, will lower the
living standards of workers who
are already resident in the
country (OA). How this affects
particular occupations will
depend upon the skill and
education levels of new
migrants. If migrants are skilled
then skilled wages will tend to
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fall. If migrants are unskilled
then the wages of unskilled
workers will tend to fall.

However, whether these
effects occur in practice
depends upon a number of
factors. Firstly, if the demand
for labour is elastic (and the
demand curve is horizontal at
W1) then employment will
expand to OC and absorb the
additional labour. Secondly, if
wages are sticky and stay at the
level W1 then the demand for
labour will remain at OA but
labour supply will increase to
OC. The difference AC will be
unemployment. So, in this
sticky wage case, migration will
cause unemployment to rise. If
wages are only partly resistant
to falling then we could, in
theory, have a fall in wages and
a rise in unemployment. Either
way it seems evident from basic
demand and supply analysis
that domestic workers are likely

to lose from the influx. But is
this analysis valid?

Demand and supply analysis
is a partial-equilibrium analysis.
It is only applicable, as used
above, to analysing changes in
one sector of the economy (i.e.
one occupation) at a time. But
immigration tends to have
economy-wide effects. As well
as raising the supply of labour
and aggregate supply in the
economy as a whole, it also
brings about a rise in aggregate
demand. The extra demand
arises from migrants spending
from the income they earn,
from the savings they transfer
to the country and, for those
temporarily out of work, from
the benefits they receive. It also
arises due to immigrants
helping to raise overall
productivity levels (see later).
When we allow for immigration
increasing aggregate demand,
we can see from Figure 2 that it

is quite possible that wages
could remain at W1 and
employment rise to OC. In
which case immigration will
neither reduce wages nor
increase unemployment. In the
end, the question will be settled
by empirical evidence but,
before we examine the
evidence, there are some further
theoretical details to consider.

IMPORTANT DETAILS

Clearly, even in theory, the
capacity of a labour market to
absorb migrant labour will
depend on (1) the speed at
which migrants are coming into
the country and (2) what sort
of people are migrating.

THE RATE OF
IMMIGRATION

If migrant flows are large then
it is more likely that wages will
be depressed and that there will
be some rise in unemployment,
at least in the short term. This
will have effects on the
distribution of income. New
migrants will have gained. They
will presumably have improved
their living standards by
migrating, otherwise they would
not have moved in the first
place. At the same time, those
domestic workers who find
themselves competing with
migrants will have lost, at least
in the short run. Firms, on the
other hand, should benefit from
the lower labour costs or, at
least, from the fall in the rate of
wage increases. This will give
UK businesses a competitive
advantage over foreign firms, in
countries that are not receiving
migrant flows. Profits will rise
and domestic firms will be able
to expand, thus increasing the
demand for labour and allowing4
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the unemployed to find jobs. It
follows that, if migrant flows are
in line with economic growth,
then growth can continue
without being checked by labour
shortages and rising inflation.

GAP FILLING

Conventional demand and
supply analysis predicts that
labour markets will clear. But
this rests on the assumption that
wage rates are free to move so as
to bring demand and supply into
equilibrium. However, in
practice, we know that
institutional constraints
operate in many markets.
For example, wages in
public sector areas like
health and education are
subject to bargaining
between workers'
organisations and the
government. Political
pressure to hold down
levels of taxation limits the
ability of governments to
finance large pay
settlements. Historically,
therefore, public sector pay tends
to fall below the levels achieved
by private sector workers with
equivalent qualifications. This, in
no small measure, explains the
almost endemic shortages of
doctors, nurses, teachers and
public servants that we
experience in the UK.

Mismatches between labour
demand and supply can also
occur in the private sector due to
factors limiting the mobility of
labour. For example, the rapid
expansion of the micro-
electronic industry led to a
shortage of workers with high-
level skills in software

engineering and computing in
general. Shortages can persist for
years if we have to rely on
training up additional domestic
workers.

There are many occupations in
which the demand for labour
varies according to the season of
the year. In the spring of 2002
daffodil growers in Cornwall had
to leave much of their crop in
the fields owing to a shortage of
pickers. Many fruit farmers take
on extra labour at harvest time.
Similarly the tourist industry in
the UK has a large seasonal
component. Hotels, restaurants

and leisure parks take on large
numbers of extra cooks and
cleaners to cope with the
summer increase in the number
of tourists.

As the overall activity rates of
men and women have risen over
the years the demand for home-
support services has grown.
People leading busy, pressured
lives are now more likely to
employ house cleaners, nannies,
laundry services and to take
meals outside the home. This has
created a large increase in the
demand for relatively unskilled
and low paid services, and there
has been a shortage of people
willing to do this work. The
lifestyle change, which has

brought about the growth of this
new service sector, has created
job opportunities for unskilled
migrants.

Allowing employers to recruit
skilled people from abroad is an
obvious way to overcome
specific labour shortages.
Depending upon how persistent
are the shortages they can give
rise to either permanent or
temporary immigration. For
seasonal jobs there is a special
temporary immigration scheme
under which foreign workers,
including many overseas
students, can obtain temporary

visas to work in the UK.
To overcome the
endemic shortages of
doctors and nurses, the
health service has relied
for many years on
overseas recruitment, and
secondary schools and
universities are beginning
to do the same.

MIGRATION IN A
GLOBAL LABOUR
MARKET

As a result of globalisation
many enterprises operate across
the world. The implication is that
global firms recruit from a global
labour pool. Consequently,
national labour markets are being
widened into global ones and
workers in every country are
able to apply for vacancies in
whichever country they occur.
Globalisation and migration are
therefore natural allies. Migration
will be determined by the needs
of the global labour market.

It begs the question, however,
as to whether there is such a
thing as excess migration. If all
migrant movements are in
response to job offers 5
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then migration and vacancies
ought to match. However,
people will move to another
country if there is a reasonable
prospect of getting a job that
will improve their long-term
living standards. They are
prepared for a period of
temporary (or search)
unemployment while they are
looking for a suitable job. How
long migrants can afford to
search will depend upon their
own personal savings, whether
they have relatives who can
provide temporary support in
the adopted country, or the
levels and terms of financial
assistance provided by the
receiving country government.
In the western social-market
economies, support for the
unemployed has been relatively
generous. This inevitably
extends search time
and accounts, in part,
for higher levels of
migrant
unemployment. Other
reasons for delay in
finding employment
are language
difficulties, and the
time taken to
understand
recruitment
procedures and to find
efficient ways of gathering
information on job vacancies.
Western governments have
sought to reduce excess
migration by introducing
special, and lower, levels of
support for migrants. In the
UK, migrants have even been
provided with food and
clothing vouchers rather than
with cash payments in order to
discourage excess migration.

Rather than worrying about
excess migration, many

countries have introduced
special schemes to encourage
skilled migrants in shortage
areas. It is quite common for
countries like the USA, Canada
and Australia to operate a
points system for screening
entry. The closer the skills of
applicants for entry to a
country match the forecast
needs then the more points they
are awarded, and those
applicants with more points are
more likely to gain entry.

The policy of allowing entry
only to skilled workers is not as
sensible as it seems. It is clear
that some sectors of the
economy need people with
specific skills, but other sectors
just need additional workers.
Furthermore, cherry picking
the most highly qualified

applicants tends to rob
developing countries of their
most able workers; it is,
therefore, a 'beggar-my-
neighbour' policy. McCarthy
(2001) argues that rich
receiving countries should
decide how many workers from
abroad they want to admit, and
then select from eligible
applicants on the basis of a
simple random ballot. This
would allow entry to a mix of
people with a whole range of

skills, including many without
specific skills. This would better
meet the mixed demands of the
rich country labour market
without denuding developing
countries of their most talented
citizens.

POSITIVE
EXTERNALITIES

Although immigration can
cause a number of problems, it
can also have beneficial effects
on the wider community.We
call these positive external
benefits or positive externalities.
One source of these, following
from the point already made, is
that immigrants swell the
numbers of consumers and
producers and enlarge the
market for goods and services.

Larger markets allow
economies of scale to
develop that are external
to individual firms.
Expanding the scale of
economic activity gives
firms an opportunity to
benefit from 'learning by
doing'. Greater activity
allows processes and
methods to be refined. A
second benefit is that

immigrants, who have gained
different educational, training
and work experiences abroad,
bring along new knowledge
which can benefit the people
working with them. This new
knowledge helps to raise overall
productivity levels which, in
turn, increases labour demand
(shifts the labour demand
curve) and provides more
employment opportunities for
immigrant and domestic labour
alike.6
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IMMIGRANT
ENTREPRENEURS

The analysis has, so far,
assumed that migrants come into
the country exclusively as
employees. However, experience
tells us that many migrants use
their entrepreneurial abilities to
set up businesses using capital
they have brought with them or
that they have raised locally. In
the UK, Asian entrepreneurs
have rescued many small shops
and set up new retail outlets and
restaurants. Manufacturing and
service enterprises, in a wide
variety of sectors, are owned and
run by migrants, where they have
become major employers of both
labour and capital. The self-
employment rate is substantially
higher among Asians living in the
UK than for the indigenous
population. This could be
explained, at least in part, by
migrants using self-employment
to escape low-pay and other
forms of discrimination in the

domestic labour market.

The overall effect of migrant
entrepreneurs is to expand
employment opportunities for
the whole population. They also
bring with them new production
methods and completely new
product groups. The most visible
of the latter is the impact of
prepared meals on the eating
habits of the entire population.
Who would have guessed a few
years ago that the UK national
dish would become chicken tikka
massala? The preparation of
chilled prepared meals has
become a major industry, but this
is just one of many sectors to
have benefited from immigrant
entrepreneurship.

DECLINING POPULATION

Population projections from
the United Nations Population
Division suggest that total
populations in many of the richer
countries are going to decline

substantially over the next 50
years, and the proportion of
elderly people will increase
greatly. In the case of the United
Kingdom, population is expected
to decline by over 3 million and
the ratio of the potential support
population (ages 15-64) to those
aged over 65 is projected to fall
from over 4 to 2.4 (United
Nations, 2000).With a
substantially lower proportion of
people in the active working
population it is likely that,
without substantial increases in
tax rates or raising the retirement
age, it will become increasingly
difficult to meet the costs of
pensions for those people with
long periods of retirement.
According to the U.N. report:

• 'The projected population decline
and population ageing will have
profound and far reaching
consequences, forcing governments
to reassess many established
economic, social and political
policies and programmes, including
those relating to international
migration.

• The levels of migration needed to
offset population ageing are
extremely large, and in all cases
entail vastly more immigration
than occurred in the past.'

By virtue of the fact that
immigrants tend to be younger
than the population in general,
they boost the working age
population, lower the
dependency ratio and become
net contributors to the exchequer
by virtue of the fact that they pay
more in tax than they receive in
benefits. A report by Gott and
Johnston (2002) on the fiscal
effects of migrants in the UK
suggested that in 1999-2000:

• 'Migrants contributed £31.2
billion in taxes and consumed
£28.8 billion in benefits
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and state services, a net fiscal
contribution of £2.4 billion.This
is equivalent to around 1p on the
basic rate of income tax.'

INTERNATIONAL
EVIDENCE

We conclude that, in theory at
least, there is no automatic
reason why immigration should
depress wages and/or cause
unemployment to rise.
However, we need to find
relevant empirical evidence if
we are to make informed
judgements about the likely
magnitude of the effects in
practice. An obvious approach
is to see what lessons we can
learn from other countries that
have received large influxes of
migrants.

The United States is a
country that was founded on
the basis of immigration and
continues to receive large
numbers of immigrants.
Naturally, therefore, it has been
the subject of numerous
empirical studies. For example,
between April 1st and
September 25th in 1980
124,776 Cuban refugees
arrived in Miami after making
the dangerous crossing from
Cuba in 1400 small boats. This
was a significant shock to the
local labour market but, within
a short time, labour demand
expanded to absorb the
increased supply and the effects
on wages and unemployment
proved to be insignificant.

In the past 20 years the USA
has experienced large influxes
of people from Mexico and
elsewhere in Latin America.Yet

between 1990 and 1998 well
over 12 million extra jobs were
created, unemployment fell,
productivity and GDP rose and
so did general living standards.
In fact immigration has allowed
the US economy to continue to
grow without running into
labour shortages and resultant
wage inflation.

Alan Greenspan, Chairman
of the US Federal Reserve
System argues:

• 'I have always thought that...we
should be very carefully focused

on the contribution which skilled
and unskilled people from abroad
can contribute to the country, as
they have generation after
generation.' (Speech to Congress,
July 1999)

• 'I've always argued that this
country has benefited immensely
from the fact that we draw people
from all over the world. And it
shows in their entrepreneurship,
their enterprise and their
willingness to do the types of work
that makes this country function.'

This story is not unique to
the United States. Over the past
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20 years or more, British
Columbia in Canada has
received a large influx of Asian
migrants, who now make up half
of the population of Vancouver,
its largest city.Yet,
unemployment has fallen and
real wages have risen
substantially over the period.
Australia has absorbed 5.7
million immigrants since 1945
with no obvious adverse effects
on the labour market.

The U.S., Canada and
Australia are all land-rich
countries. Can we draw similar
conclusions from European
experience? There is supporting
evidence from France, which has
received large numbers of
migrants from its former
colonies in North and West
Africa and yet average
unemployment rates have fallen
and living standards have risen.
This is similarly true across the
European Union, where most
countries have experienced large
migrant flows and yet
unemployment rates have fallen
and real wages risen.

A study of the rich group of
OECD countries by Coppel et al
(2001) found no correlation
between unemployment and the
size of the foreign population.
The same study points out,
however, some of the
complexities. They quote a
report from the US that for
every 10% increase in the
proportion of immigrants in the
population of a particular area,
wages are reduced by 1%.
Although this effect is quite
small the effects are not spread
evenly. The main losers are those
members of the resident
population with low education
and skill levels, while the skilled
population tend to gain from

immigration. In such an instance
where benefits and costs are
unevenly distributed a case can
be made for the gainers to
compensate the losers. This can
be done, for example, by using
tax revenues to provide training
and benefits to those workers
who lose out from being in
competition with new
immigrants.

There is evidence that the
wages and employment rates for
recent immigrants are lower than
for members of the resident
population with equivalent
qualifications. Glover et al
(2001) point out that:

• 'The migrant population in the
UK has an unemployment rate of
six per cent compared with...just
under five per cent for the UK
born. In France, non-EU migrants
face a 31.4 per cent unemployment
rate, compared to 11.1% for the
French.'

This could be explained, in
part, by English language
problems, and also by some
discrimination against foreigners
in the labour market. As people
adapt to their new country and
as their language skills improve
the gap in pay and employment
narrows towards that of the host
community. This gap persists in
many countries of mainland
Europe, but it narrows rapidly in
the UK. Improving language
facility could be an important
explanation of this. As English is
a world language, migrants find
it easier to settle into the UK
labour market than they do in
non-English speaking countries.

Coppel points out that
immigrants act as a pool of
flexible labour which is able to
fill vacancies in sectors and areas

with labour shortages, and
overcome the gaps caused by the
immobility of domestic labour
between regions and between
occupations. This explains why
large numbers of immigrants
have settled in London and the
South East where they have
filled large numbers of vacancies
in the service sector. Skilled
migrants have also filled gaps in
such areas as the health service,
computing and micro-
electronics. According to Glover
et al (2001):

• '31 per cent of doctors and 13 per
cent of nurses are non-UK born; in
London 23 per cent and 47 per
cent respectively.

• An estimated 70 per cent of
catering jobs in London are filled
by migrants yet, at the same time,
40 per cent of hospitality firms
reported recruitment difficulties
earlier in 2000.'

Most of the evidence on the
effects of immigrant
entrepreneurs comes from the
United States. Between 1987 and
1997 the growth rate of Asian
enterprises in the US was 18% a
year and that of Hispanic
businesses 23% a year. This
compares with growth of 2.6%
for US firms as a whole. In the
Silicon Valley micro-electronics
industry Chinese and Indian run
businesses provided 15,000 jobs
and generated $17billion of sales
in 1998, and accounted for 29%
of new high-tech start-ups
between 1995 and 1998
(McCarthy, 2001). In the US as
a whole, by 1998 Asian and
Hispanic businesses provided
jobs for 3.5 million people and
created revenues of $460 billion.

Our general conclusion has to
be that immigration has little
effect on wage rates and
unemployment rates. If 99
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there is any adverse effect it is
on localised groups of domestic
workers with very low skill levels.
This problem can be overcome
with government assistance to
the individuals and areas in
question. So, on the basis of
both theory and current
evidence, the two propositions
that we began with are broadly
refuted on the following
grounds:

● An influx of migrants enlarges
the market and expands the 
overall demand for labour.

● Foreign labour helps domestic
firms maintain their 
production growth while 
holding down wage inflation.
This gives domestic firms a 
competitive advantage over 
firms in countries with few 
foreign workers.

● Immigration allows the 
economy to overcome the 
problems caused by the 
immobility of labour between 
jobs and regions. It makes the 
overall labour market more 
flexible, and allows job gaps to
be filled more quickly.

● Although the wages of 
immigrants tend to undercut 
those of domestic workers 
with similar education and 
skill levels, this is only for a 
transitional period, after which
the wage gap tends to close.
Note: In the UK the average 
incomes of foreign-born 
workers are higher than the 
national average. This reflects 
the fact that the average 
educational levels are higher 
for immigrants than for the 
population as a whole. (See 
data)

● Immigrant workers bring new 
skills which generate positive 
externalities for workers in 
general.

● There are many immigrant 
entrepreneurs who foster 
direct job creation in a 
vast array of new and old 
enterprises.

● Migrants help to fill the job 
vacancies left by elderly 
retirees in an ageing 
population.
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IMMIGRATION AND THE
UK LABOUR MARKETS:
CLASSROOM ACTIVITY

Examine the data below
carefully and then try to tackle
the following questions:

1 Identify three items of data 
which you consider to throw 
light on arguments raised in 
the article concerning 
immigration and the labour 
market.

2 What evidence is there that 
immigration can help to plug 
the gaps in the labour force 
created by an ageing 
population?

3 What policy measures could 
be introduced to improve the 
way migrants are assimilated 
into the labour force?

4 Suppose you had to decide 
an annual quota for the 
number and types of 
migrants that were to be 
allowed into the UK each 
year.What factors would you 
take into account?

5 What other aspects of 
immigration policy do you 
think are important for the 
UK? Which of the possible 
effects are economic and 
which are social and political?

6 Pick one of the issues arising 
from immigration and outline
how you would use 
economics to investigate it.

10
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This game was originally published in the Journal of
Economic Education, Spring 1999, by Gail M. Hoyt,
Patricia L. Ryan, and Robert G. Houston, Jr.We are
grateful for their permission to adapt and reproduce
it here.

The Paper River involves two teams. The first
team, Team A, makes a product (answers to
mathematical sums) using small slips of paper.
Team B then uses the same slips of paper that
Team A used and attempts to construct with
them another product (paper aircraft).

Initially, Team B is frustrated in its task by
pollution (in the form of Team A's pencil marks).
A Coasian solution is offered and the game
replayed with property rights allocated to one of
the teams.

MATERIALS REQUIRED

• Two sheets of multiplication tasks 
(eg 23 x 146) photocopied or on overheads 
The multiplication tasks need to be sufficiently 
hard for students to have to work out the answers
on the paper rather than in their heads. However,
do avoid questions with 5 digit answers, as they 
take too long to calculate.The quickest students 
might manage 10 or 12 questions in 3 minutes.

• Answers to questions, on photocopied sheets 
or on an overhead.

• A4 paper cut up beforehand into 10 equally-
sized pieces.

You need 10 slips of paper for each team member 
of Team A. Five slips will be used in Round 1 and
5 slips in Round 2.

Have available more A4 than is strictly 
necessary, but restrict the paper given to Team A 
to 5 pieces per student per round.The size and 
rationing of the paper is important for a 
successful game. Fold the paper in half lengthways
and cut.Then cut 5 equal pieces from each half.
You should have 10 pieces, each approximately 
6cm x 10.5cm in size.

• Pencils and erasers, sufficient for one for each
member of the class.

PROCEDURE

1 Instruct students to clear all surfaces except 
for a pencil and erasers (no calculators).
Some students might ignore you and use 
pens. Let this pass. (It could work to your 
advantage later on.) 

2 Divide the class into two firms, A and B. If 
there is an odd number of students, appoint 
one student as timekeeper and assistant.12

Chris 
Rodda

Teaching Externalities
Coase’s Theorem

A number of economics-related games are available on the World Wide Web. However,
problems with games arise when students try to translate the lessons learned into a
coherent piece of written work or to apply the concepts to a current economic problem.
This game introduces students to Coase's Theorem.The follow-up work shows how a
case study can be used to apply the theory.

The Paper River
by Gail M. Hoyt, Patricia L. Ryan, and Robert G. Houston, Jr.



ROUND 1

3 Give out photocopied multiplication 
problems, or display them on an overhead. An 
additional sheet of questions is useful to keep 
in reserve. Give out 5 slips of paper to each 
member of Team A.

4 Tell Team A that it has three minutes to 
answer as many questions as it can. At this 
stage, do not tell Team B what it will be doing.
Do not tell Team A what Team B will be doing.
It suits your purposes for both Team A and 
Team B to think that they will be competing 
against each other to see who can get the most 
multiplication tasks correct!

Allow the team members sufficient time to  
organize themselves first. It does not matter if they 
all answer the same questions or different ones as 
long as each team member does the calculations for 
himself/herself on separate slips of paper, and uses a
different slip of paper for each calculation - it is 
important to end up with as many of the slips of 
paper as possible having been written on. Many 
students will use up most of their paper supply, will
have pressed very hard or will have used a pen.
Good! That's what you need to make the rest of the 
game work.

5 The answers represent the product of Firm A.
Award 1 point for each correct answer.

6 Mark, or ask students to mark, the answers and 
write up the scores on the board or overhead.

7 Take in all the pieces of paper.

8 Show Team B how to make a simple paper 
aircraft from a spare piece of paper. Hand out 
to Team B all the paper collected in from Team 
A. This should mean that every member of 
Team B receives five pieces of paper.

9 Tell the students that Team B will be awarded 
three points for every aircraft made that meets 
certain specifications. Aircraft must be free of 
any visible pencil or pen marks. No points will 
be awarded for aircraft that have any visible 
pencil or pen marks on them. Each aircraft 
must be exactly the same as the demonstrated 
model.

Students will be able to make some aircraft without

problems but will have to use valuable time 
rubbing out Team A's pencil marks. Some slips of 
paper may have been spoiled beyond use.

10 Allow three minutes for Team B to complete 
the task. Examine the aircraft and write up the 
scores.You need to be very strict about the 
quality of the aircraft produced. Do not allow 
any pencil marks or tears. By this stage, Team B
is likely to have complained that they did not 
have enough clean paper.

EXPLANATION TIME

It is important that the students do their own
explaining: don't do it for them. Tease the answers
out of them through judicious questioning.

It is Team B that needs to be questioned first. The
key question to Team B is 'Why were you so poor
at producing aircraft?' The answer is, of course,
that Team A had made a real mess of the raw
materials that Team B needed. 'If you'd given us
clean paper, we'd have got on a lot better.'

The key question to Team A is 'Why did you work
in such a messy fashion?' You are looking for
answers such as 'Well, nobody told us that we
couldn't! And, anyway, we were under time
pressure, and the rewards were for getting answers
right, and not for neatness.' 

The question then to Team A is 'What might I, as
the organiser of all this, have done to ensure that
you were in a position to pass on to Team B as
many clean, unspoiled slips of paper as possible?' 

You are looking for answers such as: 'You could
have instructed us to use as few slips of paper as
possible, so that most of them remained clean' and
'You could have told us that we would be fined 1
point for every bit of paper that we used. This
would have given us an incentive to use as few slips
of paper as possible'. If you are really lucky,
someone may say 'You could have told us that we
would get an extra point for every slip of paper
that we handed back in clean.'  With a bit of luck,
someone may also add 'If you'd told us at the
outset what was going to happen to the slips of
paper after we had finished with them, we'd have
been more careful what we did with them .......
I think!' 13
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These answers set the scene nicely for moving on
to consider some genuine industrial parallels.

11 Explain that the paper represented a natural 
resource, water, flowing along a river. Team A 
are the equivalent of a chemical company that 
is up-river and which has polluted the river 
(messed up the paper). For students whose 
concept of upstream/downstream is hazy, it is 
useful to sketch a river and factory on the 
board, and show the water flow.

Students who used pens instead of pencils are 
like firms that do not listen to government 
advice or who break laws, rules and 
regulations.

Team B are the equivalent of a fish farm 
downstream that has to cope with the negative 
externality (messed up paper).

ROUND 2

12 Replay the game, but this time tell Team A 
that for each piece of paper that is defaced 
you will take away one point from their final 
score and transfer it to Team B.

Team A should now be much more careful 
about using the paper eg using both sides,
writing smaller, avoiding ink, and not pressing 
as hard with their pencils.

13 Write up the scores on the board or overhead.

You should find that Team A's gross score has 
changed little, but they will then lose some points 
that are transferred to Team B.Team B will do 
much better, as they have more clean paper to 
work with, and so produce more output, and also 
because they benefit from transferred points.

14 Discuss how and why Team A's behaviour 
changed, drawing on lessons learned from the 
earlier discussion.

15 Explain that in Round 2, property rights were 
assigned to Team B. In every instance where 
Team B was obliged to work with adulterated 
inputs (defaced paper) it received 
compensation, paid by Team A. Team A was 
having to pay for the damage it was doing to 
the materials for which Team B had the 

property right. Assigning Team B the property
right meant that Team B had a legally 
established title to the sole ownership of a 
scarce resource. The actions of Team A were 
infringing that property right.

16 Ask the students what they think would 
happen if Team A were to have the property 
rights and if Team B had to pay one point for 
each sheet of clean paper it receives from 
Team A.

The answer here, perhaps rather surprisingly, is 
that society is still better off: this is the point of 
Coase's Theorem.

You can choose to have a third round to test this 
but Team A may be fed up with calculations by 
now (you could swap the jobs over, of course).

17 Ask if there are any other ways externalities 
can be reduced, eg by assigning property 
rights to an agency like the National River 
Authority, or have the government impose 
fines and pollution limits. Auctioning 
pollution permits might also be a solution.

18 Give each student a copy of the economic 
theory sheet and the news article, or use your 
own current example. Ask if Coase's theorem 
could help solve the problem and if it would 
be a practical solution. Remind them that the 
teams were not in competition and that it does
not matter who has the property rights - Team
B will still be better off whoever has the 
property rights. Society as a whole will be 
better off and there will be less pollution.

To be successful, you need to rehearse this game.
With repetition you will gain experience and
confidence and can amend the game. For
example, in Round 2 some members of Team A
might ask to use calculators so that they can save
paper.You could agree to this, but charge a fixed
sum of points to the team for this use of advanced
technology. This is akin to power stations spending
money on fitting clean air scrubbers to their
chimneys.

1 Economics of Welfare, Macmillan 1932

2 "The Problem of Social Cost," Journal of Law and

Economics, October, 1960



Coase's Theorem
In 1932, A.C.Pigou wrote:

'In general industrialists are interested, not in the social, but only in the net
product of their operations'.

By this, Pigou was saying that industrialists tend to concern themselves only with what they
are producing as end product and with the profit to the firm that results from their activity.
They do not in general and by nature concern themselves with the (often harmful) impact of
their production process on others or on society at large.

Nowadays, authors write about the harm done to others in terms of 'negative externalities'.

Pigou's offered his own solution to negative externalities. He proposed that governments
should intervene by bringing in regulations or by taxing socially undesirable activities.

Critics of Pigou pointed out that although markets might fail, governments fail too. Not all
regulations achieve their purpose, and taxes that are imposed can produce all kinds of
unanticipated and unwanted results.

When someone is assigned a property right, that person or firm becomes recognised in
law as the sole owner of that resource. Along with the right comes the ability to sell the
resource to others and also the right to claim compensation from anyone who uses
and/or harms that resource.

In 1960 Ronald Coase showed that if property rights were granted:

● in a free market with perfect competition, and

● if the process of granting property rights was itself without cost

the result would be an improvement in welfare irrespective of who received the property
rights.

This finding is now known as Coase's Theorem.

For groups who hold that 'it is the polluter who must always pay' the theorem is
uncomfortable.

Note that the conditions under which Coase's Theorem holds true are very strict.

In 1991 Ronald Coase received a Nobel Prize for his work on property rights.

QUESTION

1. Is Ronald Coase supporting the idea of free markets or not? Explain your answer.
15
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CASE STUDY

Fish die as pollution contaminates river
5th March 1998

Yesterday, the Environment Agency confirmed that 150 tonnes of fish have died in a pollution
incident in the River Dun, a tributary of the River Kennet in Berkshire.

The Environment Agency is
investigating, but has yet to find
the source of the pollution.

The pollution from an
unidentified chemical killed all
the trout in a fish farm. Other
waterways affected by the
pollution are the River Kennet
itself and the Kennet and Avon
canal. The Agency said that it
was one of the worst incidents of
pollution in the Thames Valley
for many years.

William Stephenson, owner of
Berkshire Trout Farm in Lower
Denford, said that at midnight on
Tuesday he discovered more than
1,000 dead trout. Mr Stephenson
said: "Lifting hundreds of dead fish from the water is just dreadful. It breaks my heart. I wish
we could find the culprit'.

"The pollution seems to have made its way through the pens housing the fish. The ones that
are still alive will have to be culled because they are full of pollutant and couldn't be eaten. . . .
It will take me at least two years to recover from this."

Geoffrey Carhill, of the Agency's Thames region, said: "This is one of the worst cases of water
pollution in over a decade. Most of it came down the River Dun." 

Even rats are said to have died after eating polluted fish.

QUESTIONS

1 If you were to award property rights on the River Dun, to whom do you suggest it would 
be best to give them?

2 What theoretical and practical problems are involved in attempting to use a Coasian 
solution to the problem of the River Dun?

3 If a Coasian solution were used, and if it worked in the way that Coase suggests, would all 
pollution in the river be eliminated? 16

E C O N O M I C S
IN THE CLASSROOM

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

A mill by a river. How friendly is it to the environment?
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1a Fold the paper in half, along the broken line 
marked 1a in Figure 1.
Make sure that the crease is well established.

Open out the paper again, so that it lies flat.

1b Fold over the top left corner so that what 
was the upper left edge of the paper now lies
along the crease 1a that is shown in 
Figure 1. By doing this, you will create the 
upper of the two creases marked 1b in 
Figure 1.

Fold over the bottom left corner so that what
was the lower left edge of the paper now lies 
along the crease 1a that is shown in 
Figure 1. By doing this, you will create the 
lower of the two creases marked 1b in 
Figure 1.

2 Keep the two edges folder over, and create 
crease 2 by folding the paper back on itself.

3 Create crease 3 in similar manner.

4 Use firm pressure to bring crease 2 into line 
with crease 3. Press crease 1a to firm up the 
shape created - you have formed the body of
the aircraft.

(5) (When the exercise is over, you may wish to 
make the aircraft glide well.You will 
probably need to improve its stability. Add 
weight to the nose by slipping onto it a small
paper clip. Adjust the paper clip’s position 
until the weight distribution allows the 
aircraft to glide in fairly level flight ie it does 
not nose dive into the ground, nor does it go
nose-up, lose air speed, and stall. If the 
aircraft tends to veer to the left or to the 
right, adjust the angle of one of the wings 
until the tendency is corrected. If you wish,
you can also cut small ailerons into the 
trailing edges of the wings and use these 
ailerons to adjust the aircraft’s flying 
characteristics.)

Making the paper aeroplane / glider

Figure 3 The outline of
the finished aircraft /
glider, as seen from the
rear.

Figure 4 The body
(fuselage) of the aircraft,
as seen from the side.

The outline of the finished aircraft / glider, as seen from above.

Figure 2

Figure 1

Chris Rodda teaches at Oxford High School for Girls
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INTRODUCTION

In the 1990s, economics as
an academic discipline and a
determinant of policy became
more open to debate.
Dissatisfaction with some of the
outcomes of economic
decision-making at a national
and international level have led
not only to intellectual
challenge and dissent but also
to riots and demonstrations. In
this climate of questioning and
criticism, the dominance of
neo-classical, free market
economic thinking found itself
challenged from five key
directions:

•  Globalisation. Doubts are
being aired over the neo-
classical claim that the global
extension of market forces is
conducive to increased global
human wellbeing.

•  Redistribution. Inequality and
poverty are back on the
economics agenda as their
incidence becomes more visible
and as the risks associated with
doing nothing escalate. More
encouragingly, their causes and
consequences are being
recognised as complex: no easy,
pain-free solutions.

•  Environment. There is a
growing acceptance that market
forces alone will not induce a
sustainable physical
environment for human
wellbeing, and a more
widespread belief in a need to
shift stances within
international institutions.

•  Ethics. In a world in which
many millions of people have
no worthwhile economic
choices, the implicit ethics of
radical individualism
underpinning neo-classical
economics are being widely
questioned.

•  Data. Statistical institutions
have suffered greatly from
reduced government spending
and there is a need to re-specify
the economics data required to
enable policy makers to address
current needs and aspirations.

In our view, these challenges
require that schools' economics
syllabuses are more than merely
tinkered with. Rather, there is a
need to reform syllabuses so
that there is within and
throughout them a rigorous
comparative alternative to neo-
classical economics. Such a
comparative approach that
encourages principled debate
on all aspects of economic
thought and practice is
consistent with the delivery of
'informed citizenship' as a
theme that permeates the whole
school curriculum.

Our claim is that the
necessary alternative is now
available in the form of New

Institutional Economics (NIE).
We further claim that NIE
concepts are already familiar to
many economics teachers and
that supportive materials are
already available to teachers
and students.

THE NIE APPROACH 

In building a theory around
the behaviour of large
corporations, the NIE guru
O.E.Williamson has already
heightened awareness of the
potential for individual
economic agents, as people and
corporations, to behave in ways
that do not conform to neo-
classical economic models
(Williamson, 1985).

For NIE activists who have
researched more widely, the
issue of behaviour that appears
dysfunctional in terms of neo-
classical economics is not one
that is confined to a few people
in top management of major
corporations; it also pervades
the values, motivations and
aspirations of most people in
most of their resource-
allocating activities.

In NIE, the axiomatic
rationality propositions of neo-
classical economics, such as
insatiability and access to
complete information, are not
treated as universal
characteristics of the human
predicament.

At a more macro-economic
level, there has been a growing
interest in NIE, especially

Reshaping post-16
Economics syllabuses
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amongst development
economists, (eg North, 1981,
1989, 1990).Within
development economics, the
positive interest in NIE needs to
be understood in the context of
the recent beleagured history of
this area of economics. In the
1980s mainstream development
economics came under vigorous
attack from pro-market, neo-
classical economists on the
grounds that it lacked intellectual
rigour (Lal 1983).

Concerns about
institutions (broadly
defined) have always
featured strongly in
development
economics. These
concerns have ranged
from the very local to
the global, and from
individual and
community values and
beliefs to the rationale
and activities of formal
bureaucratic
organisations
(Cameron and Ndhlovu, 2000).
Within development economics,
formal economics analysis has
usually suggested the likelihood
of market forces producing
inefficient and/or inequitable
outcomes.

From its inception as a specific
branch of economics around
1950, development economics
has had specific concerns with
modelling differing rationalities
(notably around risk-taking) and
also the institutions that human
beings create to allocate
resources.

From the outset, development
economists tended to question
the model of universal axiomatic

rational choice and the rather
casual elision of utility
maximisation into profit
maximisation that appeared
acceptable in mainstream neo-
classical economics. From the
outset, development economics
was concerned with the
institutions underpinning
custom, culture and technology
in resource allocation and
people's mind-sets, and also with
making constraints on individual
behaviour as significant as
choices.

Overall, development
economists since 1950 have
exhibited an ongoing awareness
of the challenge of theorising
cultural and institutional
arrangements within civil society.
Their work has served to raise
doubts about the proposition
that human rationality is
manifested universally through
individual utility-maximising and
profit-maximising.

Increasing scepticism over the
wisdom of attempting to apply
neo-classical economic solutions
to all development problems
meant that by 1990 NIE was
pushing against an open door.
By then, development economics

was finding a distinctive voice
again. It had a strong
institutionalist accent and was
creating conceptual frameworks
that were capable of engaging
neo-classical economics in a
challenge that covered both
theory and practice.

The essence of the NIE
approach can be summarised as
follows. NIE:

• assumes that the operation of
market forces has to be
understood in a long term,

institutional context.
For NIE, there is no
inescapable
evolutionary process
that necessarily moulds
institutions into forms
that are conducive to
the operation of
markets in the manner
envisaged by neo-
classical economics;

• is centrally concerned
with information-
deficiency models,

including bounded rationality
(areas of uncertainty about
opportunities and/or their
unintended outcomes), public
goods (concealed demand and
free-rider problems), and moral
hazard (ability to cheat others)
propositions. Taken together,
such models undermine neo-
classical analytical conclusions
on the virtues of open markets
in terms of their efficiency,
equity and stability. They also
postulate a world of dangerous
uncertainties: a world in which
complacency and over-
confidence in the rightness of
solutions represent a formula for
possible future catastrophe.

19

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

F R O M  T H E  O U T S E T,  D E V E L O P M E N T

E C O N O M I C S  WA S  C O N C E R N E D

W I T H . . . M A K I N G  C O N S T R A I N T S  O N

I N D I V I D U A L  B E H A V I O U R  A S

S I G N I F I C A N T  A S  C H O I C E S .



•  assumes that attempts to
change institutions can have
high transitional costs that bear
on various groups of people in
a variety of forms. In addition,
uncertainty can be a force for
conservation/retention of
institutions that are working
with an implicit precautionary
principle.

Interest in the operation of
institutions (national,
international, and
supranational) is not new in
'Western' economics. For
example, the notion of the
nation-state as a vital institution
for progress, at least in
potential, was central to much
economic thinking from 1950
to 1980. The neo-classical
synthesis / Keynesian approach
assumed that with just a little
more political determination
and good advice the state could
fulfil its natural developmental
role. NIE offers a useful critical
perspective to this tendency to
assume that the state represents
the ultimate potentially benign,
progressive, macro-economic
agency.

What might be regarded as
'new' about NIE is its
willingness to use micro-
economic analytical tools. In
addition, NIE's approach
towards, and perception of,
institutional issues also adds
considerably to the ability of
economists to engage in a wider
social discourse.

These additional insights
include:

•  Change. Economics has
tended to operate with a model
that postulates rapid economic

growth and/or distributional
shifts in which institutions
demonstrate an ability to
change rapidly and radically. By
contrast, NIE suggests that
institutions have considerable
durability and path-dependence
due to high perceived costs of
transition on the part of
significant interest groups.
Because of this, future
economics syllabuses need to

cover explicit models of the
nature and distribution of costs
and uncertainty as well as the
desirability of institutional
changes;

•  Agency. Much macro-
economics has tended to
emphasise the sovereign state as
the primary institution in terms
of economic decision-making.
NIE confirms the need for a
much broader vision of
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institutions at all levels of
aggregation, each with its own
element of constrained
autonomy. Future economics
needs to include all institutions
that act to condition the
operation of market forces.

NIE AND GLOBALISATION

Ideas from neo-classical
economics underpin the policy
packages that encourage trade
liberalisation, structural
adjustment and global open
markets as the basis of what can
be called 'globalisation'.

The principles underpinning
Structural Adjustment include:

• Resource allocation should be
in the private, not the public,
sector: privatisation is desirable;

• Prices should be determined by
market forces: floors, ceilings,
subsidies and other contrived
influences on prices (broadly
defined) are obstacles in need of
removal;

• Economic agencies should be
made to behave as competitive
individuals, not as cartels bent
on restriction. Trade unions
constitute cartels;

• The state should narrow the
range and scope of its activities.

NIE has a number of
objections to the rationale
behind Structural Adjustment.
These objections are briefly
outlined below with the neo-
classical response in italics.

a. General Equilibrium analysis
portrays individuals as coming
together as equals, bearing their
innate talents. This is an
inaccurate portrayal. People are

born in societies with institutions
that confer unequal rights of
access to resources.

Neo-classical economists reply
that all models are built around
assumptions that are not wholly
realistic. They also tend to see
virtues in principles of inheritance:
blocking inheritance damages the
freedom of the giver, which should
be the priority issue.

b. The relationship between
average rate of profit and
average wage rate is determined
not by market forces but by
locally institutionalised power
between social classes. Once this
relationship is understood then
other prices, including
international prices, are more
accurately perceived.

Neo-classical economists argue
that differences in wage rates reflect
not so much the impact of a class
structure as the existence of
markets for different types of
labour, which is itself a derived
demand.

c. Human knowledge of how to
produce is not determined
principally by market forces, the
technology deployed is not
determined mainly by prices,
and techniques of production
seldom adapt flexibly in
response to price changes.

Neo-classical economists argue
that they are, and that they do!

d. In terms of a global general
equilibrium, relationships
between rich and poor
economies are an outcome of
colonial histories, and prices in
international trade are
determined by unwitting,
unequal exchange and/or
manipulation by agencies

holding primary loyalties to
richer economies.

Neo-classical economists argue
that this is why they support the
WTO and the removal of
protectionism.They do not accept
that international agencies are
biased towards the interests of
wealthy nations.

e. The real questions for policy
are about progressive change,
not static equilibrium.

Neo-classical economists agree
that their theory is not strong on
change, but draw comfort from
what they see as the long-term
economic success of open market
economies.

f. People put much effort into
creating institutions for co-
operation and security and
thereby reduce competitive
transaction costs, which neo-
classical economics ignores.

Neo-classical economists argue
that information technology and
new management styles will reduce
the importance of this factor.

g. Change is always a challenge,
and involves uncertainty over the
transitional process and who will
pay costs and who will receive
benefits. There will always have
to be negotiation, which requires
that we understand not only the
operation of markets but of
institutions also.

Neo-classical economists argue
that change itself can become
smooth and institutionalised.

Generally, NIE is willing to
engage in debate about how best
to measure human wellbeing and
to evaluate the welfare of
societies. NIE advocates the
pursuit of a greater
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understanding of the role that
institutions play in allocating
resources and wishes to see a
more critical analysis of the role
that market forces actually play
in practice.

REDISTRIBUTION

• The neo-classical stance
Baldly stated, in relation to
consumers, neo-classical
economics postulates a world in
which individuals largely
choose for themselves their
patterns of life and life goals.

In such a world, some people
may choose to work hard and
earn high incomes to support a
high level of consumption;
others might choose a great
deal of leisure and a lower level
of consumption. A third group
might choose to save to give an
inheritance to their children. In
a household expenditure
survey, the second and third
groups may look poor, but if
they are choosing lives and
lifestyles that suit them best,
then they should not be seen as
being living in poverty

Inequality tends to be
regarded as a natural
consequence of unequal
endowment. That being the
case, the best way to reduce
poverty is for an economy to
grow, and the best way for an
economy to grow is for it to be
allowed to compete in open
markets. Inequalities in income
and wealth may increase, but
absolute poverty by almost any
definition will almost certainly
decrease.

• The NIE stance

For NIE, poverty is mainly
brought about by inequalities in
power and control over
resources, including one's own
labour. Market forces are as
likely to reflect that power
structure as challenge it, and
poverty may be untouched by
economic growth alone.

Poverty damages people's
development, inhibits their
expression of their capabilities
and creates vulnerabilities and
insecurity. People in poverty
will not fulfil their full potential
for wellbeing.

Poverty prevents people
living the life that is considered
normal in their society. Adam
Smith writes about a 'natural
right' to appear in public
'without shame' and not to be
socially excluded.

People in any society will be
able to recognise poverty, and a
healthy society will have a
continuing debate on how best
institutionally to reduce poverty
and on what degree of
inequality is socially acceptable.
Those in power will need to
recognise that excessive, overt
inequality will produce social
unrest that will itself damage
political and economic
development.

NIE AND THE
ENVIRONMENT

• The neo-classical stance

In neo-classical economics,
an activity's environmental
sustainability is largely reflected
in the Profit and Loss account.
If an activity is profitable, it is

capable of being sustained,
whereas a loss-making activity
is unsustainable. Moreover,
profits signal not just private
financial sustainability but the
social worth of an activity;
firms make profits when they
provide what people want.

Neo-classical economics takes
an optimistic view of induced
technological innovation. The
argument is that scarcity of a
non-renewable or degradable
resource will produce a rise in
its price well before chronic
shortages are felt. These price
rises will induce research by
profit-seeking entrepreneurs,
the research being aimed at
conserving the scarce resource
and/or developing substitutes.
After a necessary period of
high returns emanating from
the protection afforded by
patents and by intellectual
property rights (to act as an
incentive for research and
development) these innovations
will rapidly be disseminated.

A similar argument applies to
pollution. If pollution is
damaging people's wellbeing,
then they have an incentive to
develop ways to reduce the
impact of the pollution directly,
or indirectly by moving it
elsewhere.

• The NIE stance 

NIE is cautious about relying
upon timely induced innovation
to guarantee sustainability.
Institutional inertia may delay a
required response to a
deteriorating environment. All
institutions have some in-built
stability as a result of reducing
transaction costs and this can22
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give a dangerous inflexibility in
the face of fast changing
circumstances when people are
unwilling to pay transition costs.
Adjustment to ecological crises
may happen, but may be slow
and late. The problem is
compounded if the institutions
that most need to act are not the
institutions whose members are
being most damaged.

Profits may not
be the result of the
free play of market
forces that reveal
social worth and
long term financial
sustainability;
profits are just as
likely to be an
outcome of
institutional power.

NIE sees the
determination of the prices of
both natural and produced
human and social wealth as
highly complex outcomes of
institutional and market forces.
For instance, for the past two
hundred years market forces
have been converting natural
wealth into produced wealth at a
rate so rapid that it does not
appear to be sustainable, such
has been the extent of the
depletion of natural resources.

Institutional innovation, rather
than market-led technological
innovation, is needed. New
institutions are required that will
encourage mediation and
negotiation between existing
institutions which are evading,
avoiding, displacing, resisting, or
denying their responsibility for
the retention of non-sustainable
processes.

NIE is likely to recommend
following a precautionary
principle that innovation needs
to be fully understood before it
is widely adopted. In the natural
world, 'advance' is well nigh
certain to produce
unanticipated, unintended, and
unwelcome outcomes that may
prove irreversible.

ETHICS

Neo-classical economics
attempts to minimise the need
for collective evaluative
judgements and policy action on
human welfare. It does this by:

• using mathematical models to
demonstrate that, starting from
clearly stated assumptions about
rational individual choice, there
will always exist a set of prices
that will constitute a general
equilibrium.

• assuming all general
equilibriums are efficient (in the
sense that at least one producer
in every market is producing at
minimum average cost).

• assuming all general
equilibriums are locally stable
(change all or some prices
slightly and the economy will

return to the same equilibrium).

• taking the view that, in terms of
equity judgements, all general
equilibriums are Pareto
Superior.

Neo-classical economists argue
that, as feelings cannot be
quantitatively compared between
people and as 'welfare' is
extremely hard to measure, there

can be no justification for
any redistribution away
from a general
equilibrium. The argument
then uses a precautionary
principle to argue that
adjustments should not be
attempted because of
possible damage to
efficiency and stability.

The economist
Amartya Sen has worked

critically on the edge of neo-
classical economics and has
published in books alongside
leading NIE economists.

His later works have produced
a number of useful concepts that
are widely used in development
economics, and which have
relevance for mainstream
economics. They contain explicit
ethics that assert the reality of
human interdependence and of
collective
obligations/responsibilities. The
concepts on which he builds
include:

• Entitlements. The changing
institutional arrangements that
give groups of people and
individuals rights to resources
for development, day-to-day life
and in emergencies can include
market exchange, legal rights,
social obligations.
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• Capabilities. The processes
that determine what people as
groups or individuals feel able
to do and  what they value as
contributing to their wellbeing
can also include the acceptance
of limitations. This is important
in its application to issues of
gender.

• Functionings. These relate to
the process of choosing and
exercising particular capabilities
and to the intended and
unintended outcomes of such
choosing and exercising.

This framework
attempts to bring
institutions and
choice together in a
general model of
human wellbeing
within which neo-
classical economics
is a very special
case. But it is
important that the
model is not
closed. Nor should it be used as
a basis for claiming an ability to
provide answers to all questions
about human welfare, the
nature of which is highly
technical and extremely
complex. There is always a need
for debate; institutions that
encourage open, informed
debate to take place are
therefore very important.

NIE AND DATA

Two main preoccupations
within neo-classical economics
have been the role of
government in relation to price
inflation and the claims of
government on resources.
Governments contribute to

price inflation primarily
through their budgetary
decisions, which help determine
claims on available resources. A
government's budget also shows
how far the government is
claiming resources that might
otherwise be available for
private sector use. A neo-
classical economist is therefore
interested in knowing (in
absolute terms, as a percentage
of GNP, and also as a figure in
relation to the figure(s) for
previous years):

• the fiscal budget balance
between all expenditure and
revenue raising and the
resulting total Public Sector
Borrowing Requirement;

• the money supply most
directly attributable to
government;

• government expenditure on
items that support the open
market system;

• rates of direct government
taxation as an indicator of
disincentives to profitable
activity;

• differentials between rates of
indirect taxation (especially
external tariffs) as an indicator
of market distortions;

• numbers and sizes of
privatised public sector
activities and amount of
subsidies;

• indicators of regulatory
interference in private sector
activities;

In addition, a neo-classical
economist might well be
interested in some
outcome/impact indicators, eg:

• rate of price inflation;

• rate of growth of real GNP;

• interest rates;

• the effective terms of
trade for international
trade;

• the level of national
and foreign direct
investment;

• the change in the
market index for private
sector stocks/shares.

By contrast, NIE is
primarily concerned with the
institutional structure of society
and how far it is enabling
people to enhance their
capabilities, wellbeing and
security. Statistics of immediate
interest will therefore include:

• Human Development index
ranking;

• gender disaggregated Human
Development Index;

• poverty headcount and
intensity statistics;

• food security indicators;

• economic activity and
underemployment patterns,
including disaggregated
statistics on children's and
women's activities;
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• percentage of GNP and
government budget spent on
social sector;

• indicators of policy measures
assisting most deprived regions.

NIE would also be concerned
to collect and analyse more
qualitative data on institutional
motivations, aspirations and
actions, including evidence of:

• changing attitudes and actions
with respect to poverty and
social exclusion at village and
urban Neighbourhood levels;

• moves by staff in
developmental institutions inside
and outside government towards
more accountable, inclusive and
participative attitudes and
behaviour;

• new institutions that involve
poorer and socially marginalised
people as controlling members
and/or include neglected
developmental issues such as
environmental degradation and
violence.

NIE is data-demanding, so it
needs to be concerned about
cost-effectiveness in data
collection and information
presentation. It is vital to collect
only the data necessary to
inform policy decisions at the
appropriate time. Close
relationships between
information-providers and
decision-makers in designing,
monitoring and evaluating policy
actions are essential from this
perspective.

CONCLUSION

The preceding broad brush
outlines (space limitations

preclude anything more than
that) are intended to illustrate
the potential for enlightened,
stimulating, wide ranging but
rigorous debate in contemporary
economics.

The appropriate mix of
market and institutional resource
allocation is now an active
subject of an extended debate in
which both sides can appeal not
only to a strong theoretical
underpinning but also to
persuasive empirical evidence.

Active citizens need to be
informed about the parameters
of the debate. A revised
economics syllabus could
position economics as a central
subject for 'citizenship' post-16
education in UK schools for an
indefinite period.
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THE ORIGINS OF
BREAK-EVEN

Back in the 1940s,
accounting specialists at
Harvard University developed a
new way of looking at business
performance. Their method
depended on the propositions
that

● total cost can be subdivided
into fixed costs and variable
costs

● some costs are independent
of levels of output/sales

● some costs vary in more or
less direct proportion to
changes in output

● the difference between unit
revenue and unit variable cost
can be labelled contribution,
which is the amount of gross
revenue that is attributable to
paying fixed costs and,
ultimately, providing profit.

These propositions led to a
simple but powerful calculation.
Since variable cost is
accommodated in the
contribution calculation, it
follows that only fixed costs
remain to be covered. Thus,
total fixed cost ((FC) divided
by unit contribution (which we
can designate by small c) yields
a quantity statistic for the point
at which all costs are covered:
the break-even point.

The propositions and the
determination of break-even
point were robust. If there
were changes in any of the key
elements - the selling price, any
variable cost or any of the fixed
costs - all that one had to do in
order to determine the revised

break-even point was re-run the
calculation using the formula:

Break-Even Point (BEP) =  ∑FC
c

It was, and still is, as easy as
that.

So far, so good. Maybe a
ragged but heartfelt cheer rose
from Harvard MBA students.
No longer were they locked
into the tyranny of constructing
a profit/loss account and doing
those pesky analytical sums in
order to judge business
performance. It sufficed to
calculate break-even.
Disillusionment would set in
later as their course materials
plumbed the depths of the
contribution margin, semi-
variable costs, relevant ranges
of costs and even determining
the relevant ranges of fixed cost
burdens.

While they were on course
for their MBAs, it may perhaps
have escaped their notice that
the identification of costs is a
more difficult proposition in
real life than it is in the
neverland of business
textbooks. As we say in the
trade, however, we simply
provide them with the tools; it's
up to them to determine their
applicability. In addition, and
more legitimately, we surely
should transmit clear,
straightforward messages to any
group of learners on their first
acquaintance with a body of
knowledge, retaining some
complications for subsequent
enquiry.

SOME
TERMINOLOGICAL
ISSUES

The nomenclature break-even
itself perhaps deserves some
scrutiny. It properly focuses on
the essential feature of this
forecasting tool: the point at
which neither profit nor loss is
made. Up to that point,
contributions are towards
covering total fixed costs.
Beyond that point, the
contributions are towards
profit.

Given, though, that the profit
motive drives much business
activity, the alternative name of
Cost-Volume-Profit (CVP)
analysis merits more
consideration. It shifts attention
towards the statistic that really
matters in break-even and
which matters also for
profitability: the quantity or
volume statistic. To argue that
CVP nomenclature helps
learners is to do more than
simply apply another name to a
rose and assume that its odour
doesn't change. It really must
matter that learners of break-
even (as opposed to practising
accountants or business
analysts) should use terms that
focus on essentials. Much
teaching consists of defining
terms. Much learning depends
on the learners' generating lists
which the teacher then shows
them how to categorise into
concepts and principles.

And another thing: in dealing
with break-even, some
textbooks underplay the
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importance of selling the output.
Some authors seem almost to
subscribe to the old Eastern
European commonplace of
imputing profits on the
accumulation of stocks. Not
even Eastern Europeans now
believe that production is of its
very nature profitable. In short,
the omission of the phrase sold
output from the treatment of
break-even in many textbooks
carries with it the complacent
assumption that Say's law (supply
generates its own demand)
operates to the advantage of
business enterprises in the short
term. It doesn't.

Another difficulty in textbook
treatments of break-even can
occur when we consider the use
of margin of safety. When sold
output exceeds break-even
output, profit is

Margin of safety x unit
contribution

Here again the needs of
learners of accounting theory
may well differ from the needs of
practitioners. The original work
on break-even was for university
teaching and was directed
towards those who aspired to be
leaders of industry. For twenty or
thirty years we have taught those
same processes to 14-year-olds.
Having regard to the needs of
such immature learners, it may
be advantageous to introduce the
term ‘margin of danger’ into the
analysis to describe the situation
where achieved quantity of sales

falls below break-even level. In
such situations, the resultant loss
is

Margin of danger x  unit
contribution.

Admittedly, the term margin of
danger isn't in the books, but ...
so what? The phrase means
something and merits
consideration on pedagogical
grounds, ie in relation to good
communication with classes.

BUT THAT'S NOT THE
WHOLE STORY ...

So far this article amounts for
the greater part to a critique of
some conventional textbook
terminology. It could be argued
that it takes more than that to
merit attention. So, let's also take
one small step towards changing
the pedagogy associated with
break-even.

In communicating to pupils the
key processes in accounting and
business analysis, there is a well-
trodden path towards success.
Following that path involves
demonstration and emulation.
The teacher deconstructs a body
of knowledge and feeds it to
classes in assimilable bits.
Teacher then shows classes how
to reassemble the bits into a
meaningful whole. Pupils practise
until they are familiar with the
bits and are also competent in
assembling the cognitive
structure that holds them
together. This works well, but
tends to make lessons on
analysing business information
stereotypical.

Importing contextual
information into the classroom, in
the form of computer programs,
video and journal evidence are all
very laudable ploys, but what
might we gainfully do to change
those classroom transactions over
which the teacher has direct

control? By controllable
transactions, I mean the materials
that a teacher may choose to
construct or adapt, as opposed to
those that have been made under
the control of a programmer, a
producer or another writer.

THROUGH THE JUNGLE
OF ACCOUNTING LOGIC

There is a classic cheap and
readily available resource for
introducing break-even. It is Rex
Anderson's An Accounting
Accounting, or Through the Jungle
of Accounting Logic with Gun and
Camera. The author was Vice-
President of the Life Insurance
Company of North America. He
wrote An Accounting Accounting
for staff training purposes, with
the prime aim of enabling
colleagues without an accounting
background to get through the
forest of verbiage that seems
sometimes to spring up around
accountants' explanations of the
simplest business phenomena.

We don't need a quotation from
Anderson's work to catch the
flavour - it's in the title. An
Accounting Accounting is a
lighthearted dialogue.
Unfortunately for those who
suffer from the delusion that
accountants often have
worthwhile things to say, the
Accounting Efficiency Expert,
one of the protagonists in the
piece, is also a wally.

Some years ago I took the ideas
contained within Accounting
Accounting and re-worked them
with the aims of retaining all that
is good in Anderson's stuff and
also of removing the stain that he
had left on the escutcheon of the
accountancy profession. In my
re-write (see panel, Working
through a Wet Weekend) the
accountant is the smarty. 27
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EXERCISES

1. Fred's arithmetic is correct - CHECK IT!

2. In pairs, discuss how Ann Accountant showed Fred how to get into profit.

3. Put together a note that explains every step.
28
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You are Ann Accountant. It
is Monday morning. A very
upset individual comes into
your office. You recognise
him as Fred, a stallholder at
the local market. Fred
occasionally visits you for
advice. The following
dialogue takes place.

YOU Good morning Fred

FRED What's good about it?
Rained buckets all weekend.
Nobody out and about. I sell
CD's. And how many did I
shift? Fourteen. All weekend!
Imagine that - fourteen!

YOU Is that very bad, Fred?

FRED I'll say it is. I sell them
for a tenner a time, and...

YOU That makes £140. Not
too bad for a couple of days at
the market, surely?

FRED Not too bad? It's
AWFUL, I'm telling you. I pay a
hundred and fifty a week to
rent the stall.

YOU Oh! I can see why you're
disappointed. How much does
each CD cost you, Fred?

FRED Seven quid ... er...
pounds. I look to sell plenty of
them, and I usually do.

YOU Do you have other costs,
besides the rent?

FRED No. just the rent.

YOU So, if every CD costs
you £7 and you sell at £10,
how much does one sale
give you towards the rent?

FRED Three pounds. So?

YOU Well, how many CDs
do you have to sell to pay
the rent?

FRED That's easy. Fifty.

YOU Right! So, until you
change your selling price or
there's a change in your costs,
50 has to be your sales target
every week.

FRED Well, that's handy to
know. But it doesn't help me
get over this weekend's
disaster.

YOU It might, Fred. Can you
sell from your stall during the
week?

FRED Yeah. The rent's for the
week. Some stallholders do
sell weekdays. They sell slow,
but steady.

YOU So if you sold another 36
CDs today, that would be 50
sold altogether, and you'd
wipe out the weekend's loss.
Your rent would be covered.

FRED So it would

Fred goes to the window, and
looks out.

It's sunny, and loads of folk
are out and about. Today, 36
should be dead easy.

YOU Suppose you sold
another FORTY-six by tonight,
Fred. How would that place
you?

FRED 60 alogether? That
would be the rent covered,
and £30 profit. Yep, that's
worth going for!

Fred puts his cap back on.

YOU So where are you off too,
Fred?

FRED The stall. I'm going for
NINETY sold by this evening.
I'd be up by £120 if I managed
that!

Working through a Wet Weekend



APPLYING LEARNING
THEORY TO TEACHING
BREAK-EVEN

Working through is founded on
three bodies of learning theory.
First, there is the notion of active
learning. Working through is a
dialogue that can be read/acted
by members of the class. This
introduces a novel activity to the
process of learning about
analysing business performance.
Active learning is, however, more
than just acting out a situation,
and it is much more than the
passive reception of bits of
knowledge.

Authorities such as Bonwell &
Eison (1991) have defined active
learning as a context in which
students 'read, write, discuss, or
(are) engaged in solving
problems. Most important ...
students must engage in such
higher-order thinking tasks as
analysis, synthesis and
evaluation'. On a hierarchy of
learning behaviour, Working
through certainly takes learners as
high as analysis. By her skilful
questioning, our heroine, Ann
Accountant, leads Fred

● to a realisation of the 
contribution concept 

● on to the break-even 
principle 

● and on again to the margin of
safety and its relationship to 
profit.

Learners can apply Fred's 
reasoning to a series of 
problems that make use of 
data for fixed costs, unit 
variable cost and unit 
revenue.

Mention of concepts and
principles brings to mind the
work of Gagné, whose analysis of
intellectual performance put
concept learning, principle

learning and problem-solving at
the summit of his hierarchy of
learning behaviour. As an
educational theorist, Gagné was
sufficiently bold to add a method
of instructional design onto his
theory so as to carry it into
practice. That method was Task
Analysis, according to which we
can devise instructional materials
in one of two ways:

either on a bottom-up basis:
Where do the learners start?
What should they be able to do
next?

or on the basis of top-down
analysis: What is the principle
that I want to teach? 
Which concepts relate directly to
that principle?

In Working through the principle
is summed up in the break-even
equation. The relevant concepts
are those of unit cost, unit
revenue and unit contribution.

The final learning theory that
shed some light on the design of
Working through is Ausubel's
work on meaning. He developed
the neologism 'subsumption' as a
shorthand for all the cognitions,
takes-for-granted and ways of
working that learners bring to
new tasks. Insisting that 'the most
important single factor
influencing learning is what the
learner already knows' Ausubel
put the active learner at the heart
of his theory, and addressed
himself not to laboratory tests of
behaviour but to the reality of
classroom transactions.

Working through aims to corral
some subsumptions and channel
them towards worthwhile
knowledge. The subsumptions
can be easily described: simple
arithmetic and common sense.
Using only these tools, learners
can make sense of the dialogue.

The carry-over into drill and
practice, essential if learners are
to get sufficient time on task to
make the key concept and
principle their own, is much
smoother than in a situation
where break-even is introduced
simply as a sequence of rules and
propositions that have to be
learnt and applied. Recalling the
dialogue (and isn't recall a
substantial part of learning?)
may also assist recall of the
embedded cognitions.

So, there it is: a small step in
what could be, for teachers and
their classes, a long but
worthwhile journey.
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There are two key players
in the market for published
market research reports in
the UK: Mintel and Key
Note. Each provides a
comprehensive range of
reports into a vast array of
markets within the UK and
beyond. Some of the more
unexpected reports include:

MINTEL

After school snacking

Extreme sports

The Gay Holiday market

Gastro-Intestinal
Remedies

Impact of Celebrity
Chefs on Cooking
Habits

KEY NOTE

Contraceptives

Defence equipment

Lingerie

Rubber
Manufacturing and
Processing

Prison services

Of course, each company also
provides reports on 'more
mainstream' markets, from fast
food to soft drinks and from
cigarettes to lager.

The tricky part is finding the
reports. Given a minimum
selling price of around £300,
most reports will be somewhat
beyond the budget of the

average Business Studies
department.

However, help is at hand
from Britain's great Public
Library services. Many central
libraries across the UK hold
some (though rarely all) market
research reports.

A similarly useful source
would be university libraries,
provided you can find a way of
gaining entry to them. A
detailed list of useful libraries
and the types of information
available can be found at the
back of Ian Marcousé's A-Z

Business Studies Coursework
Handbook (Hodder and
Stoughton, 2nd Edn 2001).

Be warned, however! Mintel
stopped making its reports
available to public libraries
(university libraries are still
OK) from the middle of last
year. Happily, existing copies
should retain their relevance for
two to three years.

Although you probably would
not choose to use the Business
Studies department's annual
trip to the City Business
Library as a primary selling
point, such days out to sources
of market research data can
really open students' eyes to the
amount and detail of
information available.

Outlined below are a few
suggestions regarding work that
can be based on access to these
reports.

MARKETING

Market share.
Reports include
estimates of market
share and the data
used to calculate those
shares. For a
straightforward task,
you can provide
students with data on
overall market size
and individual firm's
sales, and asked them
to calculate market
share figures. Students

on advanced level courses
should move on to consider
issues facing individual firms as
a result of their market share,
possibly looking at changes in
market share over time and the
implications of being a brand
leader or second placed brand.

Market mapping. Information
on the main players within
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markets with which the students
are familiar can be used to
stimulate a market mapping
exercise, possibly in conjunction
with a project considering the
launch of a new product. For
example, if students are able to
get hold of a report on the soft
drinks market, they may plot the
leading brands against axes
showing price and target age
group.

FINANCE

The reports provide financial
highlights for the major players
in the market. These highlights
offer the opportunity for
comparative analysis by students
- helping them to develop the
skill of interpreting and drawing
conclusions from financial data.
Extracts from Key Note's Fast
Food and Home Delivery report
are shown over the page, along
with a few suggested questions,
suitable for A2 and GCSE level
students.

EXTERNAL INFLUENCES

These reports provide
information on the external

factors affecting the market
covered by the report. These
data can be used by students to
undertake environmental
analyses, such as PEST or
SLEPT analysis, or even
extended to consider a SWOT
analysis for a particular firm
within the market.

COURSEWORK

These reports can be an
invaluable source of that all-
important secondary research
required for coursework.
Relevant information on the
background to the market in
which the coursework firm is
operating is almost guaranteed
to be available through these
reports and offers a sensible,
realistic assessment of the
background against which the
project is being undertaken.

For students following the
AQA A Level course, one of the
suggested project formats is
heavily reliant upon the use of
secondary market research
reports. The Advertising project
format was originally used as a
practice piece of coursework for

students, giving them the
opportunity to get to know
Mintel and Key Note reports by
studying the most effective way
to advertise a new product.

Heavy use of secondary data
allows students to gain a clear
picture of the market in which
they are proposing to launch a
new product, and of the
probable customer profile of the
product. It then encourages
them to use other secondary
information (often available in
the same libraries) such as the
National Readership Survey
(which types of people read
what magazines and
newspapers) and BRAD
(showing the cost of advertising
in all manner of media) to
develop a meaningful plan for an
advertising campaign.

Even for non-AQA students,
this type of assignment can be a
useful introduction to
coursework, allowing students to
get used to using genuine
sources of secondary data and
reinforcing work in the
marketing section of the subject
specification.
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Key Note
'Accurate and relevant market intelligence is the starting point for every campaign we undertake. We
use Key Note because they have a report on just about every market sector you can think of, and
the information is comprehensive, reliable and accurate.'

J Walter Thompson

Box 1

Chapters in a standard report
include: 
• Executive Summary
• Market Definition
• Market Size
• Industry Background

• Competitor Analysis
• Strength, Weaknesses, 

Opportunities and Threats
• Buying Behaviour
• Current Issues
• The Global Market

• Forecasts
• Company Profiles
• Further Sources 

source: www.keynote.co.uk/
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Key Note

Mintel

"As the UK's leading travel trade association, ABTA recognises the importance of accurate market
information when formulating any successful strategic activity. Mintel's travel reports are renowned
for their comprehensive and unbiased analysis of UK consumers, providing an indispensable review
of all sectors of the UK travel industry."

ABTA

Typical contents of a Mintel report:

Executive Summary
An instant overview of the report's findings 

Market Factors
All the major influences upon a particular market

Market Size and Trends
An independent assessment of the market size and sales figures for the sector

Market Segmentation
How the market is broken down and a detailed profile of those sectors

The Supply Structure
A profile of the major players and their brands 

Advertising and Promotion
Examines the marketing activity undertaken across the market

Distribution (when applicable)
Details how the product/service reaches the consumer

The Consumer
Mintel will commission a unique consumer survey for every report. This ascertains usage and
attitudinal responses with regard to the particular sector.

The Future
Predicts events that will impact upon the fortunes of the sector 

Forecast 
A unique forecast of the size of a market in the next few years, based upon historical and current
data 

Source: www.mintel.co.uk

Box 1

Questions                   (photocopy as needed for class use)

Domino's Pizza                Perfect Pizza                  Pizza Hut

Year end 12/99 12/98 4/99 4/98 11/99 11/98

Sales £000s 20,784 20,711 20,780 19,854 250,982 242,425

Pre-tax Profits £000 980 1,473 1,093 775 10,326 11,448

No. of Employees 126 246 504 543 12,456 11,861

Capital Employed (£000s) 9,634 7,095 4,672 4,712 64,748 58,360

Acid Test ratio 1.94 0.76 1.20 1.04 0.15 0.14

Source: Company Published accounts (included in Key Note Report 2001 on Fast Food and Home Delivery Outlets)



GCSE Questions (35 marks)

1 Rank the companies from 1st to 3rd according to:

a) Number of employees

b) Sales

c) Pre-tax profits (6)

2 a) Calculate the Return on Capital for each company in each year.

Return on Capital = pre-tax profit        * 100

capital employed (6)

b) Using the results from 2a above, explain which firm has 
performed best over the two years.   (5)

3 Comment upon what is shown by the acid test ratio for each firm. (6)

4 a) Calculate the sales per employee for each firm in each year. (6)

b) Suggest why these differences between the firms may exist. (6)

Please note, this exercise should be used only with Higher level GCSE students. For students taking
Foundation papers, it may be wise to supply only one year's figures for each firm, adapting the
wording of questions 2b and 4a accordingly.

A Level questions (40 marks)

1. a) Calculate the Return on Capital for each company in each year.

Return on Capital = pre-tax profit        * 100
capital employed (6)

b) Suggest causes to explain the changes in each firm's ROC from '98 to '99. (6)

2. Which firm has most obviously expanded? How can you tell? (1) + (4)

3. Domino's have slashed the number of staff yet pre-tax profits have fallen 
dramatically. Suggest reasons that might explain why this has happened. (6)

4. a) Calculate the sales per employee for each firm in each year.       (6)

b) Suggest why these differences between the firms may exist. (6)

5. Comment on the liquidity position of each of the firms. (5)
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INTRODUCTION

Over the last fifteen years,
educationalists with an interest
in the 14 - 19 age group have
experienced both a renaissance
(under TVEI) and also a dark
age (in the heyday of the
National Curriculum). The
issue of 'what to do' between the
years of 14 and 19 is now
firmly back on the agenda, and
I was  particularly interested in
the  DfES Consultation
Document  '14 - 19: Extending
Opportunities, Raising
Standards'   published in
February 2002.

The 14 - 19 phase is the only
age group that I have ever
taught and I suspect that the
same is true for many teachers
of Business and Economics. If
there is any group of subject
teachers to whom the Green
Paper has anything to say, then
it should be ours.

THE PROPOSALS

The Green Paper provides a
useful tour of many of the
current issues in 14 - 19
education. The key challenges
are identified as:

● Building an education 
system in which everyone 
has confidence

● Ensuring that all have a 
chance of a sound education 
ie engage the disaffected

● Matching the needs of the 
knowledge economy with 
appropriate training

● Promoting education 
alongside character 
development (citizenship,
enterprise, innovation,
teamwork, creativity and 
flexibility).

It is difficult to be anything
other than empathetic towards
the above challenges, and it is
easy to believe in their
importance, not least because
they embrace the aspirations of
the current administration with
its large parliamentary majority
and, in many people's
estimation, a reasonable chance
of being re-elected. The
government is particularly keen
for parents to choose to send
their children to a local
comprehensive school, rather
than having many of them feel
they have to pay for their
children's education.
Widespread parental confidence
in 14 - 19 state education is
therefore imperative.

When it comes to engaging
the disaffected and matching
the needs of the economy with
appropriate training, a great
deal of emphasis is being placed
on vocational education.
Vocational education is hardly
new but at the present time in
many schools it has a low
profile and, moreover, low
esteem. The Green Paper
acknowledges this and
considers at some length the
measures that are needed to
create the desired changes in
outlook and standing.

Another 'big idea' is flexibility
of learning. One of the really

exciting proposals involves
looking at the 14 - 19 phase as
a whole and not as two lumps
of GCSE followed by 'A' Level
(or a GNVQ Intermediate
followed by AVCE). The
notion of everyone benefiting
from taking courses at the same
age irrespective of their
personal circumstances is not
realistic. The Green Paper
therefore proposes a more
flexible curriculum that is more
responsive to students' needs.
This may involve:

● more vocational 
opportunities

● beginning advanced level 
study earlier

● some students taking more 
time to reach a given level of
attainment

● having all pathways lead to 
at overarching award at age 
18/19.

The Green Paper acknowledges
the implications of the above
ideas, and notably the need for:

● high status vocational offers

● good, reliable information 
and strong pastoral support

● a positive response to those 
with special needs and other 
potentially excluded groups

● closer collaboration between 
schools, colleges and training
providers

● flexible access and delivery 
through ICT and e-learning.

The key proposals are
summarised on the next page.34
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STRENGTHS OF THE
PROPOSALS FROM A
BUSINESS AND
ECONOMICS
PERSPECTIVE

I would suggest that actually
raising awareness of the 14 - 19
phase is a major strength. The
debate has been developed and
although there are many missing
pieces in the current jigsaw the
issues are being discussed.

Promoting the diversification
of GCSE achievement through a
vocational curriculum is another
major strength. It could of
course threaten Business Studies
because there will be many other
potential players in the
vocational curriculum, but it
must also present development

opportunities. These should be
welcomed, particularly given the
aspiration to raise the status of
vocational education.

The proposal to change
performance tables is a
necessary condition for changing
the curriculum. It will enable
Business Studies teachers to
introduce non-GCSE courses
that may be more appropriate to
their pupils. The recognition
that one size does not fit all is
important. Also to be welcomed
is the increased flexibility not
only with regard to what is
learned but also with regard to
the time taken to learn. Such
flexibility may not be feasible in
all situations but it represents a
philosophy that is different from
that of the recent past.

WEAKNESSES OF THE
PROPOSALS

There are several key areas not
addressed in the proposals. The
Green Paper does not address
the difficulties associated with
the intransigence and influence
of university admissions officers,
who may be reluctant to
recognise and accept a
Graduation Certificate or
anything other than 3/4 'A2'
passes at high grades.

The paper also fails to
consider 'Curriculum 2000', and
it is silent on the issue of
changing the balance between
external and internal assessment.

The Green Paper can be
criticised for not offering
sufficient detail. The aspiration
for high status vocational
qualifications is all very fine, but
there is little indication of how
this will be achieved considering
the attitudes of many in the
community. For the most part
the proposals are at a very early
stage and will need considerable
work if they are to become
operational.

CONCLUSION

The Green Paper provides
some exciting proposals for the
education of 14 - 19 year olds.
It is clear that the Government is
serious about change and it is
likely that a White Paper will
follow later this year that will
focus on the14 - 19 phase. I am
optimistic about the
opportunities that the Green
Paper offers to Business and
Economics students and
teachers although there will need
to be major shift in attitude (and
resources) if the vision set
out is to be realised. 35
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Key proposals

● 2.7  -  At the end of KS3, all pupils draw up an individual learning 
plan to plot how they will achieve planned goals by age 19 - 
possibly using Progress Files

● 2.6 -  More effective advice and guidance

● 3.10 - KS4 Core of Mathematics, English, Science, ICT + PSHE 
(including Citizenship and PE)

● 3.21 - MFL addressed in KS2 and KS3

● 3.16 - Statutory entitlement at KS4 to MFL, D&T, Arts and 
Humanities - (must make available but need not be studied)

● 3.30 - New GCSE syllabi with vocational/academic options eg 
Geography/Leisure and Tourism

● 4.10 - Overarching award at 18/19 at Intermediate, Advanced, 
Higher Levels - built around achievements in literacy, numeracy, 
ICT, all main qualifications and possibly participation in wider 
activities

● 5.4 - Differential pace and progression within 14 - 19 (some starting
GCSEs at 13)

● Work related pathways for many, including greater emphasis on 
modern apprenticeships and collaboration with employers and FE 
post 14

● 5.7 - AS Levels at 16 for some 

● 7.12 - New performance tables



'I might trust a schoolteacher to
teach my child arithmetic but not
citizenship.'

Onora O'Niell, Reith
Lecturer 2002

When a Reith lecturer throws
doubt on teachers' ability to
help young people develop an
understanding of citizenship, we
must ask ourselves why.

From September 2002 every
school in the country must be
teaching citizenship. The
Qualifications and Curriculum
Authority has laid down the
programme of study, awarding
bodies have created GCSE
short courses to match and
Ofsted has developed an
inspection framework. The
infrastructure is in place, so
where are teachers likely to fall
short?

NO ONE IS AN EXPERT ...

As the programme of study
for KS4 in Figure 1 shows, the
breadth of background
knowledge required is
substantial so an individual
teacher is unlikely to have
enough depth in every field to
help young people draw
informed conclusions. The
superficial and simplistic
interpretation can do more
damage than a failure to discuss
issues as students generally
regard teachers as a source of
authoritative information.

In discussing the UK's entry
to the euro, one respected
source of educational material is
offering teachers an activity
which includes the question

'Does Britain have a strong
enough economy to make the
euro work?'. This is one of a
range of questions which asks
students to evaluate the state of
the UK economy in terms of
Gordon Brown's five criteria. It
offers little in the way of
support, apart from some
newspaper articles. How many
non-specialist teachers are
equipped to deal with such
issues effectively? 

DEALING WITH
CONTROVERSIAL ISSUES

The lack of trust may also
come from a fear that teachers
will peddle propaganda rather
than help students to work out
their own conclusions. The
tabloid press must be lying in
wait for some examples of
indoctrination to make lurid
headlines. There is no doubt
that citizenship is challenging.

It embraces issues which can
raise sensitivities in the
classroom. The development of
work in this field is continuing
and there is now a significant
range of thinking and strategies
for dealing with such issues.

The outcomes of research
into dealing with controversial
issues is shown in Figure 2. It
suggests that many teachers feel
equipped to deal with sensitive
issues in the classroom. The
ability to recognise the bias can
be as important as being able to
take an unbiased stance on an
issue.

WHAT HAVE BUSINESS
AND ECONOMICS
TEACHERS GOT TO
OFFER?

The data in Figure 2 comes
from teachers across the
profession. Results drawn from
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Strongly disagree Disagree Agree Strongly agree

Is it possible to be unbiased in your teaching? 3.9% 25.9% 47.3% 5.4%

I am nervous about teaching controversial issues because 
I could easily be accused of bias. 18.5% 48.5% 14.6% 0.5%

Pupils in my classroom may express reasonable points of 
view which contradict those held either by myself or 
by other pupils. 0.5% 1.5% 57.6% 22.9%

Source: Unlocking controversial issues, University College Worcester, 2001 37
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Knowledge, skills and understanding
Knowledge and understanding about becoming informed citizens
1 Pupils should be taught about

a the legal and human rights and responsibilities underpinning society and how they relate 
to citizens, including the role and operation of the criminal and civil justice systems

b the origins and implications of the diverse national, regional, religious and ethnic 
identities in the United Kingdom and the need for mutual respect and understanding

c the work of parliament, the government and the courts in making and shaping the law
d the importance of playing an active part in democratic and electoral processes
e how the economy functions, including the role of business and financial services
f the opportunities for individuals and voluntary groups to bring about social change 

locally, nationally, in Europe and internationally
g the importance of a free press, and the media's role in society, including the internet, in 

providing information and affecting opinion
h the rights and responsibilities of consumers, employers and employees
i the United Kingdom's relationships in Europe, including the European Union, and 

relations with the Commonwealth and the United Nations
j the wider issues and challenges of global interdependence and responsibility, including 

sustainable development and Local Agenda 21

Developing skills of enquiry and communication
2 Pupils should be taught to

a research a topical political, spiritual, moral, social or culture issue, problem or event by 
analysing information from different sources, including ICT-based sources, showing an 
awareness of the use and abuse of statistics

b express, justify and defend orally and in writing a personal opinion about such issues, 
problems or events

c contribute to group and exploratory class discussions, and take part in formal debates

Developing skills of participation and responsible action
3 Pupils should be taught to:

a use their imagination to consider other people's experiences and be able to think about, 
express, explain and critically evaluate views that are not their own

b negotiate, decide and take part responsibly in school and community-based activities
c reflect on the process of participating.

Source: QCA, 2001

Figure 1  The Citizenship Programme of Study for 14-16 year olds

Figure 2: Teachers’ attitudes to dealing with controversial issues



Business and Economics
teachers might show different
outcomes because of the nature
of the courses. Both the way of
thinking and the theoretical
content of the subjects help
teachers to deal with
controversial issues.

● A way of thinking

The nature of business and
economics means that teachers
are frequently dealing with
controversial issues. Business
ethics, government spending,
unemployment, discrimination,
development and the
environment are just some of
the topics which are meat and
drink to teachers in the field.

The conceptual framework of
the subject area provides a
system for evaluating ideas -
even if it does not always
provide an answer.

The stakeholder model can
readily be transposed to other
situations to enable students to
realise that there are many
points of view which must be
taken into account in coming to
a conclusion when dealing with
any controversial issue.

Externalities form the basis
for understanding that the
actions of an individual or
group may have costs for
others. Although the jargon is to
be avoided in a citizenship

course, the idea has
power and
transferability when
used consistently.
Opportunity cost is
another concept which
helps young people to
realise the impact of
actions. Trade offs are
readily understood and
when applied to varied
situations, provide a
basis for evaluation.

A teacher who has
these ideas to support
the teaching of
citizenship is going to
provide students with a
framework which
makes comparison and
evaluation more

straightforward. The ability to
look at new situations and to
apply ideas will help young
people to make sense of some
difficult issues.

● Learning strategies

Classroom strategies have
been developed that help
students to work out their own
perspectives based on these
concepts. The skills of enquiry
and communication listed in the
citizenship orders are
fundamental to such learning.
In citizenship, just as in
business or economics, there is
often no right answer but
students are frequently asked to
come to a conclusion and
justify it. The subjects have
much in common.

The strategies can be
replicated but it is wise to look,
with care, at the material before
using it in a citizenship context.
Much material is currently
being relabelled 'citizenship' in
order to extend the life of old
products. A lesson on
sustainable development may
be well suited to a  geography
classroom. It may not, however,
have a citizenship perspective if
it lacks association with global
interdependence and respons-
ibility. It must also be investig-
ated in the context of the skills
required for the course.

Materials can often be
adapted to fit the citizenship
classroom as the activity in
Figure 2 shows. The style is
familiar but the ideas of
participation and responsible
action are clear. It is also
drawing on several parts of the
citizenship orders. This will help
to reinforce learning and add a
realistic context. Few situations
which students encounter are
likely to be confined to one
section of the orders.

MAKING IT WORK

Citizenship is viewed, by
some, as just another
government initiative. Few,
however, would refute that
young people are entitled to
expect to leave school with
enough background to help
them to make the decisions that
are expected of a citizen.

In many schools, citizenship
is being incorporated into the
PSHE programme and taught
by tutors. Subject specialists can
provide guidance to people
from different backgrounds. It
might also be possible to run
lessons on a carousel system so
subject experts are dealing with
familiar topics.

Whatever strategy is selected,
the business and economics
teachers can help to overcome
some of the pitfalls which may
lie behind Onora O'Niell's
suspicions.

In other schools, specialist
teams are being established for
citizenship. There is clearly a
role for a member of the
Business Education
Department here. Being able to
bring knowledge and
understanding, appropriate
teaching strategies and that
constant awareness of current
issues, which is critical to the
job, should allay the fears of any
Reith lecturer.

Jenny Wales is Director of the
Nuffield Citizenship Project38
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Figure 2 What Matters to you?

Source: Citizenship Today, Teacher’s File, Collins, 2002



ICT on line

ARE YOU STILL
SEARCHING FOR A
SEARCH SOLUTION?

Search engines can be one of
the most muddling areas of
using the web. On the face of it,
they should be very simple; you
just type in a keyword, press 'go'
and then wait for all those useful
web sites to pop up on your
screen. However, as economics
and business teachers we live in

the real world and so we know it
isn't like this at all! The biggest
problem is simply one of
volume. There are so many sites
out there that the returns for any
common keyword will be
massive. For example, try
searching Google (1) with the
keyword 'inflation'.You will get
nearly 3 million results including
a fascinating looking one on
Microwave Anisotropy Probes
from the NASA site. Like most
web users, you will almost
certainly give up if the site you
are looking for is not on the first
few pages of results.

So what can you do to
improve your web searching
experience? Well the first
solution may be to use a
specialist search engine or portal
and see if that gives the results
you want. The first port of call
for economics and business may
be to use either the Biz/ed (2) or
Social Science Information
Gateway (SOSIG) (3)
catalogues. Both these sites use
the same underlying database of

web sites, but if
you are looking
more widely for
social science
sites, then it may
be worth trying
SOSIG.You
won't get
anywhere near
the number of
returns you will
from Google, but
you can
guarantee that
these will be
good quality and

useful sites and you have the re-
assurance that these have been
looked at and checked against
quality criteria by subject
specialists before they are put in
the catalogue. These catalogues
can either be searched or
browsed by subject area and
every web site mentioned has an
abstract so you can check it is
useful before you have to visit it
for yourself.

However, these catalogues may
not provide everything you want
and then the next stage may be
to use one of the major web
search engines. But which one?

Well the choice is almost
certainly based on imperfect
information (does that sound
familiar?), as very few people
actually understand how good
the search engines are, so I
would recommend that you pick
one and then stick with it. My
personal recommendation would
be Google (1) as it has excellent
coverage, ranks the results well
and is simple to use.

Once you have chosen your
search engine, spend some time
getting to know it, as you would
with any web site (well almost
any web site!). This is important
because many search engine
have excellent advanced features
that will make the search much
more effective. For example,
have a look at the advanced
search page on Google (4) (just
click on the link to 'advanced
search' from the front page of
Google). Using this page you
can do a number of very useful
things:

● Use the 'File Format' option
to limit the returns to just a
particular file type. For example,
try limiting the returns to 'Excel
files' and then doing a search on
'Cash Flow' or 'Net Present
Value' or similar.

● Use Google to search an
individual site for something.
For example, try doing a search
on 'inflation' again, but limit the
site to search to
www.worldbank.org. Google will
find all mentions of inflation on
the World Bank site.

Andy

Beharrell
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● You can see who links to your
school or college site by using
the 'Page-specific Search' option.

● You can match exact phrases
or include and exclude certain
words.

Finally, have you tried the
image search on Google? Go to
the front page and click on the
'Images' tab above the search
box, and then try a search.You
could try keywords like 'break
even analysis' or 'John Maynard
Keynes'.You may be surprised
by the results, perhaps one of the
most surprising being that a
search on Keynes also gives an
image of Ho Chi Minh!

(1) www.google.co.uk/

(2) http://catalogue.bized.ac.uk/

(3) www.sosig.ac.uk/

(4) www.google.co.uk/
advanced_search?hl=en

DATA FOR DAY TO DAY
TEACHING

Finding up to date data has
always been a bit of a challenge
for economics and business
studies. The challenge in the past
has been a financial one as well
as a practical one, but the web is
beginning to change this with a
wide variety of free data sites for
company and other data.

Company data has generally
been the most difficult to find
and while this is still true of the
more commercially valuable
data, there are now various sites
that offer good company
information. For company
accounts data, it may be worth
trying Company Annual reports
OnLine (CAROL) (1).You will
need to register, but once
registered there is a wide variety
of annual reports and company
profiles available. There are also
a range of other company
information sites. Sites like
Corporate Information (2) and

Hoovers (3) have a range of free
content, though there are
charges for the premium data.
For a full range of company
information sites, try searching
in the Biz/ed Internet Catalogue
under the search term 'Company
Information' (4). There are
various sources where the data
can be purchased and perhaps
one of the clearest is Accounting
Web (5). Following the links to
ICC data will allow you to buy
time series data on all UK
limited and public limited
companies.

Economic data are a little
easier to come by and more
plentifully available. For up to
date summary information, the
HM Treasury Pocket Data Bank
(6) is hard to beat. This is also
downloadable in csv format and
can then be loaded straight into
a spreadsheet program for
graphing and analysis, or
processing and perhaps putting
onto a school or college intranet
site. The Treasury site also has a
range of other information
available and is worth a little
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time spent browsing. The annual
Budget documentation has a
wealth of information on tax and
spending and also recent
economic forecasts.

There is a dedicated page on
Biz/ed (7) giving links to free
data sources on the web and
these include the Bank of
England, the European Central
Bank, the World Bank, the IMF
and the European Union. One
interesting one is a Swedish site
called EcoWin (8). Though
telling your students it is a
Swedish site may get them more
excited than is justified for an
economics data site, it is
nevertheless very useful if you
look at the charting section.You
can select by country, and then
by variable and the page will
automatically graph that
indicator or range of indicators
for you.

The National Statistics site (9)
has been looked at previously in
these pages, but it is always

worth looking back at and is
constantly improving. The
neighbourhood statistics section
may be valuable for project and
assignment work giving, as it
does, an extensive range of local
data. As a final aside, if teaching
population, or if you need
population data why not have a
look at the US Census Data site
(10). This has an extensive range
of data, projections and will also
draw population pyramids for
individual countries.You could
also get students to track the
World Population Clock (11)
over a few weeks to see how
much it changes!

(1) www.carol.co.uk/

(2) www.corporateinformation.
com/ukcorp.html

(3) www.hoovers.com/uk/

(4) catalogue.bized.ac.uk/

(5) www.accountingweb.co.uk/
(6) www.hmtreasury.gov.uk/

Economic_Data_and_Tools/
data_index.cfm

(7) www.bized.ac.uk/dataserv/
freedata.htm

(8) www.ecowin.com/charts.asp
(9) www.statistics.gov.uk/
(10)www.census.gov/ipc/www/

idbnew.html
(11)www.census.gov/cgi-bin/ 

ipc/popclockw

DEVELOPING
DEVELOPMENT
TEACHING

The Virtual Developing
Country (1) has been mentioned
in these pages before, but we
thought it may be worth looking
at some possible ways of using it
in teaching. These ideas were
suggested by Mark Waterson, the
Head of Economics at the
International School of
Amsterdam. Does anyone have
any others? Let us know if you
have any other idea or ideas for
using other web sites and we will
try to publish it as a regular
section.

1. What about getting students
to develop field trips based
around other issues of countries
and then comparing them with
Zambia? The field trips could be
presented as:

a Web sites

b Presentations

c Assignments

d Data trails

2 The VDC could be used to
design online information
gathering exercises, perhaps as
'treasure hunts' For example,
what about a 'poverty hunt'?
Students could be asked to
gather a range of evidence like:

a Collect a photograph 
showing people in povertywww.ecowin.com



b Find data that supports the 
fact that Zambia is an LDC

c Find a quote that supports 
the view that IMF policies 
worsen poverty

d Find some data that shows 
that poverty has worsened in
the last 10 years and also 
data to the contrary

e Find some data that shows 
that poverty may be worse 
among women than men

f Find a piece of evidence that
rejects the idea that everyone
in Zambia lives in poverty

Alternatively, students could 
try a 'copper hunt' to look 
for:

a Find three uses for copper

b Using an internet search 
engine find a picture of an 
object made from copper

c Find three photographs 
showing the importance of 
copper to Zambia

d Produce a graph showing 
the price of copper over the 
last 10 years

a Produce a graph showing 
production levels of copper

3 Or what about role play
exercises? Get groups to take
different roles and use the VDC
to investigate the information
they need before presenting
their arguments.

4 Or perhaps a debate?

For some further ideas and
games for teaching development
economics, why not have a look
at the 'Just Business' (2) project
web site?

(1) www.bized.ac.uk/virtual/dc/
(2) www.jusbiz.org/

FREE INTERNET
TUTORIALS FOR FE
STUDENTS - AT THE RDN
VIRTUAL TRAINING
SUITE 

Do your students need help in
finding good quality information
on the Internet? Most students
will assume that if they read
something on the web, it is true.
To help to teach students the
realities of web searching and
the skills they need the Resource
Discovery Network (RDN) is
delighted to announce the
launch of new Internet tutorials
for the RDN Virtual Training
Suite specifically targeted at
students in further education
(FE).

The tutorials provide free,
'teach yourself' training via the
Web in Internet information
skills and are ideal for AVCE
students in Business, Leisure,
Sport and Recreation and Travel
and Tourism. There are specific
tutorials for each of these
subjects, but the tutorials will
also be useful for other students
of business. The tutorials will
also help students considerably
in developing Key Skills in
Information Technology
(IT).

Funded by the Joint
Information Systems
Committee (JISC), these new
tutorials build upon the success
of the RDN Virtual Training
Suite (www.vts.rdn.ac.uk), a
national service that has
successfully offered free Web
based training for higher
education since July 2000. The
Suite currently offers 44
tutorials directed at higher
education users and 11 for
students and teachers in further
education. Teachers of
economics and business may

like to have a look at the
Internet Business Manager and
the Internet Economist as well
as the new tutorials

Each tutorial teaches Internet
skills via simple, step-by-step
instruction with interactive
quizzes and exercises to lighten
the learning experience. The
tutorials have 4 main sections
that enable students to:

1 TOUR key Web sites for 
the subject

2 DISCOVER how to 
search the Internet 

3 JUDGE the quality of 
Web sites 

4 PLAN how to use the 
Internet effectively for 
study

All the tutorials have been
authored by subject specialists
from colleges, libraries and
universities across the UK. The
FE tutorials have been written
by lecturers, teachers and
librarians from colleges
including Leeds College of Art
and Design, Farnborough
College of Technology and
Derby Tertiary College.

The RDN Virtual Training
Suite is widely used by lecturers
and librarians to teach
information and Internet skills
and recently received
endorsement from Estelle
Morris (Secretary of State for
Education and Skills), who
selected it as one of her top
three educational Web sites.
Why not check out the Web site
and see if it could help you? 

Access the tutorials at:
www.vts.rdn.ac.uk

The RDN Virtual Training
Suite has been built by the ILRT:
Institute for Learning and
Research Technology at the
University of Bristol.
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This article is built around
the insightful illustrated
talk that Jacek ('Jack')
Brant gave to EBEA
members prior to the AGM
held on Saturday 25 May
2002 at the Institute of
Education, London.

Anyone who is involved in the
selection of people
to 'train' as teachers
has no option but
to come to a view
on the nature of a
teacher's work and
on the qualities that
should be looked
for in applicants for
teacher training.

In this
presentation, I will
suggest what I think those
necessary qualities are in the
21st century, and I will outline
the way that we who have the
duty to select persons for places
to train as teachers of Business
and Economics set about that
task.

Every year, for each place
that we can offer at the Institute
of Education on the PG course
for would-be teachers of
Business and Economics there
are usually between 4 and 5
applicants. For the coming
session, the ratio is at the top
end of that range.

Very nearly always, too, there
are many more suitable
applicants than we can accept;
we are seldom if ever reduced
to 'barrel scraping' in order to

make our numbers. Given the
quality of the applicants, we are
required to choose from among
'the potentially very good'.
Turning away good people is
tough, but the number of places
we can offer (50 to 60) is
determined by the funding
made available to us.

Given this scenario, it will be
clear to you just how important
it is that, when it comes to
choosing, we do our very best
to 'get it right'. Given our remit,
one definition of 'a successful
year' is one in which every
student that we accept:

1 completes the course;

2 still wants to enter teaching 
at the end of the course;

3 is seen by employing 
authorities as 'highly 
desirable' and is offered a 
teaching post.

An added bonus comes if and
when 'our' NQTs report back
on a pleasurable and productive
first year in teaching allied to a
favourable report on their work
and progress.

WASTAGE

Given the size of our normal
intake, it would be remarkable if
we were to achieve 'zero
wastage' year after year. There
are indeed years when not
everyone completes the course.
Whenever that happens, we
reflect on a parody of Lady

Bracknell's opinion: 'To
lose one student may be
regarded as misfortune;
to lose two looks like
carelessness.' Not
surprisingly, we look
carefully at the cause(s)
of any loss.

There are two main
sources of 'wastage'.
One source stems from
the trainees themselves:

a trainee leaves.

When a trainee leaves, it is
usually for one of two reasons.
One is that the person's
domestic circumstances have
changed in a way that requires
him or her to alter dramatically
the priorities in his/her life to an
extent that makes continuance
impossible. That reads to us like
a case of 'misfortune' that is
sometimes beyond our ability to
predict and almost always
beyond our competence to
remedy.

The other scenario is when a
student-teacher decides
irrevocably that 'teaching is not
for me after all.' That may or
may not turn out to be a case of
carelessness on our part in
choosing our applicants. The44
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Whom shall we
choose?
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cause could also be an
understandable inability on our
part to monitor and influence
every single aspect of a student's
experiences in one, other or both
of the two schools in which that
student is placed.

The other source of 'wastage'
stems from decisions on our
part: to require a student to leave
during the course of the year, or
to decide at the end of the year
that a student has not done
sufficiently well to pass the
course.We do indeed find
ourselves making decisions of
that nature from time to time.
The interviews that such
decisions entail are
uncomfortable for us, and
painful (sometimes
heartrending) for the students
involved. That is reason enough
for seeking to keep the incidence
of non-completion to a
minimum.

There are other pressing
reasons, however, for our
discomfiture when someone
does not complete the course,
and these stem from the remit
on which we are held to account.
Our job is to recruit and train
teachers and to do so effectively
and efficiently. That ever-present
thought serves to concentrate
our minds wonderfully.

A case of 'failed to complete
the course' represents a huge
opportunity cost in two ways:
somebody else of considerable
worth was denied a place on the
course at the outset, and at the
end of the year some school that
would otherwise have been able
to recruit a teacher will not be
unable to do so. In the case of
our output, that second assertion
is not an empty claim. Here we
are only in the middle of May,

and already all but two of our
50+ students this year have been
offered and have accepted posts.
The other two are still 'looking
around' in the knowledge that we
at the Institute are fielding
phone calls and letters each day
from schools looking to find
teachers to start work in this
coming September.

Given all this, our target for
'non-completion' is always 0%,
but, in the light of the number of
students involved, the
vicissitudes of life and the
fallibilities of any selection
system, we in the department
would regard a non-completion
average of 4% per annum over
say a 5 year period as 'pretty
good going', and have to trust
that the Institute and the
government will continue to take
a similar view.

SELECTING FOR
INTERVIEW

Each year the selection process
begins with some heavy 'weeding
out': in a year with a big crop of
applicants, only about one third
are likely to be called for
interview. In a year when there
are say 50 places available, we
may well receive 250
applications.With 50 places on
offer, we may well decide to call
around 100 persons for
interview. Normally we try to
invite applicants along in groups
of 12, which (provided everyone
attends) we can then
conveniently split into sub-
groups of 4.

In deciding on whom to call
for interview, we consider six key
questions with regard to the
applicant.

1 How coherent and well 
presented is the application 
itself?

2 Does the applicant possess 
the minimum necessary 
relevant academic 
qualifications?

3 How far do the applicant's 
experiences to date suggest 
suitability for a teaching 
career?

4 How favourable is the 
reference, and how 
appropriate is the provider of
the reference?

5 How strong/appropriate/ 
convincing is the candidate's 
supporting statement?

6 What else does it seem that 
the candidate would bring to 
teaching eg other subjects,
other interests?

This process creates three
categories of applicant:

● Persons whom we propose 
not to interview;

● Persons to whom we will 
offer an interview;

● Persons about whom we will 
seek more information/ 
confirmation before reaching 
a decision on whether or not 
to interview.

INTERVIEWING
PROCEDURE

Typically, the sifting leaves us
with a fascinating group of
interviewees from a diversity of
backgrounds. It is from this
point onwards that we really do
need to have a well-
developed view on the 45
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characteristics that we will be
looking for when these
applicants come to spend the
greater part of a day with us.

In assessing each person who
comes along, we are looking for
people who convince us that
they possess:

1 an ability to communicate 
clearly and effectively;

2 an enthusiasm for, and an 
interest in, the subjects they 
wish to train to teach;

3 a good level of knowledge,
insight and understanding in
relation to their subject 
interests;

4 a good intellect, and 
some sense of the 
scope of teachers' 
professional skills 
and responsibilities;

5 a positive attitude 
towards young 
people and evidence 
of some previous 
involvement with 
them at some level 
and in some 
capacity;

6 personal qualities 
that suggest a 
willingness and 

ability to work alongside 
others and a concern for 
how they present themselves 
and appear to others;

7 a positive attitude towards 
equal opportunities and 
towards education in and for
a plural society.

I must stress that these
characteristics are not presented
in order of importance. Each
one of them is important.With

each it is a case of sine qua non:
each represents an
indispensable condition for
consideration for entry. In
respect of each one, if we
cannot detect its presence in an
interviewee, or if an interviewee
clearly demonstrates its
absence, then that interviewee is
most unlikely to be offered a
place.

Having created our criteria,
the challenge to us is to set up
interview procedures that allow
us to assess interviewees in
terms of those criteria.We have
therefore given considerable
thought to the pattern of the
interview day.

We make the day as relaxed
and informal as we can: we
need by the end of the time to
be seeing applicants as they
really are and not merely as
they would have us believe
them to be.

The main activity of the day
consists of placing applicants in
groups of 3 or 4, and assigning
each group a task. The task is to
produce to plan for a lesson
around a resource that we hand
out to them on the day. They

know before they arrive that
they will be assigned a task
connected with teaching, but
the resource handed to them is
likely to be new to them, and it
will require them to engage in
some creative thinking pretty
quickly.

On receiving the resource, the
group has to decide:

● to what aspect of teaching 
and learning to apply the 
resource e.g. for what area of
a syllabus could the resource
act as a support?

That's quite a tough task. Initial
brainstorming should produce
several different suggestions on

the syllabus area(s)
to which the
resource might
usefully be applied.
We observe with
interest the process
by which each
group reaches a
consensus view on
which teaching
topic to go for.
Within each group,
do the people with
the best ideas get
listened to, or do
people with 'high

profiles', loud voices, wild
gesticulations and a seeming
ability never to need to draw
breath 'succeed' in pushing
through inferior suggestions? 

The group must then
determine:

● what outcomes to look for 
from just one lesson?

That's a tough task too.Will
any member of the group be
able to convince the others that
there are dangers in trying to46
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cover/achieve too much? 

The group must also decide:

● what teaching approach to 
adopt?

The task is becoming harder.
How many of the group will ever
have been exposed to 'activity-
based learning' and will any of
them be able to ward off a

powerful proponent of the 'stand
there and tell them all about it'
approach?

Then there is the question of:

● what follow up task, and for 
what purpose? 

Should it be repetition of a task
to enhance student familiarity
and confidence, or something

for the mandatory homework, or
a useful form of assessment for
the teacher to learn from?

Having reached these
decisions and having thereby
constructed a lesson plan, each
group is NOT required to teach
the lesson. Rather, each group is
given a 10-minute slot in 47
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which to present the outline of
this 'unit of teaching and
learning' and the rationale
behind it.

The group has to decide the
shape of the presentation and
must allocate a presentational
task to each member within the
group, so that everyone 'does
their bit' and thereby gives an
indication of their presentational
skills. By this time, of course,

our observation has already
given us some insights into each
person's willingness and ability
to contribute to the professional
graft that has enabled each
group to reach this stage.

Whilst all this is going on, we
take the opportunity to
interview each applicant alone
for about ten minutes. Through
our questioning, we can usually
identify those applicants who
are afflicted by one or more of
the following disqualifying
conditions. They:

● are motivated mainly by the 
prospect of a further student 
year that actually has some 
funding attached to it i.e.
they are here largely for 
the money  and a bit of 

London life;

● are turning to teaching as a 
last resort, having either been
unable to think of anything 
else to do;

● have a perception of teaching
and the work of teachers that
is divorced from reality;

● believe that teaching consists 
largely of students being told 
things by authority figures;

● believe that their having been
'called to teaching' is 
sufficient reason for their 
being considered suitable for 
it.

During the one-to-one
interview, we also have a
chance, where appropriate, to
reassure those persons, if any,
who have had the galling
experience of having had short
shrift given to their own
sensible, insightful contributions
to group discussion.

KEY CRITERIA

By the end of the day's exercise,
we will have formed a view on
what are perhaps the most
fundamental questions of all,
given what lies ahead for each
successful applicant.

● How likely is this person to 
complete the year 
successfully?

● How is he/she likely to fare in
the schools to which we will 
send him/her?

● Is he/she likely to have 
sufficient success early on to 
encourage him/her to 
continue, in spite of all the 
work and stress involved?

● How likely is it that he/she 
will be willing and able to 
listen to, absorb and draw on
the advice and experience of 
others?

● When I go to visit this 
person in a teaching 
situation, what do I think I 
am likely to see taking place 
by way of teaching and 
learning?

● What are mentors and other 
teachers likely to be saying to
me about this person in 
terms of all the seven criteria 
we apply at the outset?' 

WHAT PROFILE?

You will notice that there has
been no direct reference so far
to terms such as 'high profile' or
'low profile' in relation to
personality types, and no direct
reference either to people as
'resource managers' and 'student
facilitators'. That may seem a
little odd, given the title
assigned to this overall
presentation. I have no doubt,
however, that all of you will
have made the necessary
connections for yourselves by
now; but just in case you
haven't...

Teaching is a multi-skilled,
multi-tasked activity, requiring
its practitioners to demonstrate
a wide range of skills and
aptitudes. As a profession,
teaching can, in my view,
comfortably accommodate a
broad range of personality
types. 'High profile' personalities
tend to place something of a
premium on themselves as a
teaching resource. Such an48
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approach can be inspirational,
but it can also be dangerous
when not allied to an intense
interest in the processes by
which students best learn.

It is a long time since Confucius
advised us:

● Tell me, and I will forget

● Show me, and I may 
remember

● Involve me, and I will 
understand

but his advice is as
pertinent as ever.

Business and
Economics require
students to come to a
great deal of
understanding.
Involving students in
the learning process,
other than as passive
listeners, is an
approach that is
perhaps even more
attractive to 'low
profile' personalities
(who, by definition, display no
great urge to make themselves
the focus of attention) than it is
to 'high profile' personalities. In
my experience, it is the 'high
profile' personalities who may
take the longest to be convinced
that their teaching requires
props other than themselves.

There is also something about
being a teacher of Business and
Economics that every teacher of
these subjects really does need to
take into account. Irrespective of
age and background, every
beginning student of Business
and/or Economics brings to the
classroom at least some prior

knowledge. That knowledge may
be fragmented, and its place in
'the greater scheme of things'
may be imperfectly or indeed
erroneously understood, but it
represents a starting point.

Collectively, a class brings with
it a sizeable bank of knowledge
and experience, and represents a
significant resource which the
teacher needs to recognise and
accept and on which the teacher
needs to draw if the potential for

'involvement' is to be fully
realised. Students in classrooms
represent a rich resource. This is
one facet of 'resource
management' that it is essential
for all teachers to address, and
how well they address it is a
major determinant not only of
the day-to-day classroom ethos
but also of how much learning
takes place.

Of course, in addition to the
students themselves there are
many other 'teaching and
learning resources' on which
teachers of Business and
Economics can draw, both in
print and on screen. These
resources vary in the extent to
which they are successful not

only in engaging students'
interest and attention but also in
furthering students' knowledge
and understanding. They also
depend heavily for their success
on just how intelligently,
insightfully and sensitively a
teacher deploys them.

Good resources work well
when a teacher, be he/she 'high
profile' or 'low profile', is
prepared to reflect on and to
take seriously the teacher's role

as resource manager and
student facilitator. For
the second part of this
presentation, Robert
Wilson has brought with
him some print
resources.With their
help, and with your
active participation and
co-operation, he will
attempt to demonstrate
that resources can prove
valuable, even
indispensable, to all
teachers, both ‘high

profile’ and ‘low profile’,
provided that we as teachers give
sufficient thought to a resource's
role as a 'student involver' within
an overall teaching strategy.

Jacek ('Jack') Brant BA, MA,
PGCE, ILTM is the Subject Leader
of the Business and Economics
Education PGCE at the Institute
of Education, University of
London. He spent 11 years in
teaching prior to becoming a
teacher educator 6 years ago.
He joined the EBEA in 1985. 
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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 ECONOMICS

Labour Markets, Geoff
Hale, Heinemann, Studies
in Economics and Business
series, 2001, paperback, 124
pages, £7.25, ISBN - 0 435
332198, Tel. 01865 311366.

I liked this book. It was solid,
useful and appropriate but
unspectacular. As such it was
similar to many in the series.

Readers familiar with the
Heinemann series, Studies in
Economics and Business, will
recognise the style of short, no
nonsense chapters. The text is
neatly broken with data,
diagrams and charts. Beneath
each chapter heading there are
appropriate quotations ranging
from Elton John's 'I like flowers'
to Norman Lamont's 'rising

unemployment is a price ... well
worth paying to get inflation
down'.

Also included are some
interesting and relevant extracts
from newspaper articles found
in the quality press. In the text
key words are highlighted in
bold.

Each chapter concludes with
small sub-sections devoted to
key words, further reading
references, essay topics and
data response questions. There
are also references to 'useful
websites' at the end of nearly
every chapter.

It was pleasing to see up-to-
date statistics being given
(except, understandably, in old
exam questions). Another
useful feature is the use of
modern ideas, notably
delayering, presenteeism and
sweetheart deals. Other areas
of economics are well
integrated in a natural way,
although knowledge of other
related topics is assumed
(probably reasonably, to keep
the book to a handy,
encouraging size). However, I
would have tried an overview,
with perhaps a mind map, to
pull things together. There is a
brief conclusion which is astute
and reflective; setting labour
markets in the broader political
context.

The book covers the ground
for the OCR module, the
Economics of Work and
Leisure. It is also very relevant
for Edexcel's labour market
option, although it did not
include many old questions
from Edexcel, being OCR
dominated. As students
generally struggle in applying
relevant concepts, the essay
topics section could have been
improved if pointers to answers
had been given (editorial
permission allowing!). Another
aid to students' understanding
might have been the numbering
of reasons or bullet pointing
rather than narrative
explanations each time.

Leaving out those particularly
difficult labour market
diagrams which have non-linear
supply curves made the market
failure aspects more
understandable for the majority
of students. This user-
friendliness was further
enhanced by the clear and
literate explanations, and the
smooth handling of the political
and social dimensions.

At the price of £7.25 it is
reasonable value and worth
buying, particularly as part of
the series.

Keith West, Matthew
Humberstone School,
Cleethorpes.

Resource 
reviews Nancy 
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Business Economics,
A.Griffiths and S.Ison,
Heinemann, Studies in
Economics and Business,
2001, paperback, 124 pages,
£7.25, ISBN O 4353321, Tel.
01865 311366.

The Studies in Economics
and Business series has a strong
and established brand image.
Griffiths and Ison have a good
track record. The combination
guarantees substantial interest in
this book. It is particularly
suitable for use with the Edexcel
module, Industrial Economics,
and with AQA's Business
Economics and the Distribution
of Income. It may be of use with
relevant OCR modules.

From the outset it is clear that
this is an economics text. After
introducing firms (particularly
cost curves) and their growth
and objectives, considerable
attention is paid to micro-
economic models. The
Competitive Markets chapter is
focused on the model of perfect
competition. Chapters on
Monopoly and on Monopolistic
Competition stick closely to the
traditional approach. Under
Oligopoly, there is a useful
section on the concentration
ratio followed by kinked demand
curve theory, a brief look at
game theory, collusion, price
leadership and a couple of
paragraphs on non-price
competition.

As someone who applauds the
gradual extension of A2
microeconomics from traditional
abstract models towards the real
world, I was sometimes left
looking for the next step. For

example, in the section on non-
price competition we have
"heavy advertising by
organisations that produce a
range of brands" but no word on
why they practise brand
proliferation. One of many well-
chosen extracts linking to real
world contexts (on page 36)
introduces price dispersion (the
spread between the highest and
lowest prices). But this is
immediately followed by a
return to the notion of a single
long run equilibrium price. The
extracts and tables provided are
one of the strengths of this
book.

The chapter on Pricing uses a
classification based around cost-
based pricing, competitor
orientated pricing and market
orientated pricing. There is
much here that is clearly and
usefully explained, but again no
reference to price dispersion.

The chapter on Contestable
Markets, though brief, is clear
and convincing. It draws an
example on contestability in the
airline industry from Griffiths
and Wall's "Applied Economics",
which could be used to extend
the explanations on many topics
covered by this book.

The chapter on Competition
and Regulation has succinct
coverage of the Competition
Act, 1998, alongside the EU and
other approaches. The section
on regulation of privatised
utilities is brief though there are
also short sections on
advantages and criticisms of
privatisation.

Each chapter concludes with
titles for further reading, some
useful websites, essay titles and

(for chapters 1 - 8) a relevant
data response question. Most of
these questions predate AS and
A2 specifications. My view is
that the content of this book is
more relevant to A2. There is a
large amount packed into the
124 pages, perhaps making
compression inevitable. It is
difficult to do justice to market
theory and to topics such as
contestability, concentration and
regulation in this space.

Most titles in the series have
less ambitious scope. Here, even
the traditional theory chapters
sometimes race. For example, it
says "because price is equal to
marginal cost the market is said
to have achieved allocative
efficiency" (page 38) but we are
told no more about what
allocative efficiency is. This is a
useful volume for the library,
perhaps covering enough
territory for two volumes in the
style of this series. Much of the
analysis is probably not
developed enough for a stand-
alone student text; its main use
will be as a supplementary
resource.

Brian Ellis,
Edexcel examiner.

A LEVEL SOFTWARE

UK Economics Database
2002 and World
Development, Europe and
USA 2002, Statistics for
Education, 2002, database files
by e-mail, prices - see below, tel
01279 652183 or order on line
at www.statsed.co.uk.

In order to reduce costs,
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the latest versions of the
SECOS material are available
via e-mail - zipped files that
teachers can then install on
their machines. All of the files,
even unzipped, could be easily
stored on a normal floppy disc
for using on separate, stand
alone machines.

As with previous versions,
and I remember them from
when I first started teaching
almost 15 years ago, the variety
of data presented is impressive.

I tested two sets of data. The
UK Economics Database 2002
covers markets at work,
including useful data on
emerging themes in 'A' level
specifications like sport and
leisure, transport and the
environment, business
economics, the labour market,
income and wealth, the national
economy and trade and
payments. For business
students, this data will be
especially useful for work on
the business environment.

The second set of data is
entitled World Development,
Europe and the USA. This is
broken down into three subsets:
one focuses on developed
economies; the second on
transitional economies and the
third, on world development,
contains data on a staggering
148 countries. Go ahead and
count them! Admittedly the
data for some of the countries is
less than complete, particularly
for the former Soviet nations
and parts of Africa. But the

authors, I think, are to be
commended for unearthing the
data they have - and in the
process saving the rest of us a
lot of time and effort!
Colleagues teaching any course
on European or development
economics will be particularly
grateful.

The data is made available in
two separate forms. Teachers
have the opportunity to use it
with the SECOS for Windows
software or with Microsoft
Excel. Both platforms have their
strengths and weaknesses.

For the computer literate,
Excel may seem the better
option - particularly since the
ways of presenting the data in
various graphical forms is far
more powerful, particularly if
you are using a more recent
version. On the other hand, the
SECOS version, whilst often
presenting data in simpler
forms, does do more for you
automatically - like labelling
axes and creating legends. The
ease with which you can, for
example, add the actual figure
to a pie chart after the event is
also useful.Where using
SECOS definitely has the upper
hand is with regional and
international data, which can be
presented in map form with a
couple of mouse clicks - very
useful indeed. Even when
manipulating the tables,
SECOS may be quicker - for
example creating new rows and
columns of 'total' figures or re-
basing data. Both formats allow
you to manipulate the data to

your personal preference and
mix and merge data sets. In the
end I think you will find that
you use both, depending on
your specific requirements at
the time.

The databases are available at
£11.75 each inclusive of VAT
for the single user version. The
network/site licence versions
cost £29.38 including VAT for
20 concurrent users. If you plan
to use the Excel version, you
will need to have Excel in a
1997 version or later.

If you already have the 2000
version of Secos installed, you
can use that to access the Secos
version of the databases. If you
want to buy the latest version of
Secos 4, it can be delivered by
e-mail for £17.63 including
VAT for the single user version,
or £35.25 including VAT for
the 20-user network version.

From my point of view I see
three main uses for this type of
material. It provides a wealth of
up-to-date data that can be
used in the classroom. It is an
invaluable base for ‘create,
compare and contrast’
questions, which seem to be
very much in vogue with chief
examiners of broadly
macroeconomic 'A' level units.
Furthermore it allows students
to access a range of data quickly
and easily for their own work
and research. They could spend
fruitless hours trying to find
data on the web.

In the very week that I was
reviewing this material, the52
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document 'Using ICT To Meet
Teaching Objectives in Business
and Economics' produced by the
Teacher Training Agency
dropped through my letterbox. It
suggests that ICT enables
students to, 'achieve something
that could not be achieved
without it ... or ... to learn
something more effectively and
efficiently'. It goes on to list a
variety of specific ways in which
the use of ICT, in business and
economics education in
particular, enhances pupils'
learning. As I worked my way
through their list it became
apparent that the SECOS
material I was reviewing could
play a substantial part in
virtually every one of them! A
job very well done.

Ian Parker, Head of
Economics & Business
Studies, The Tuition Centre,
London.

INTERNATIONAL
BACCALAUREATE ECONOMICS

Economics from a global
perspective, Alan Glanville,
revised edition 1999, £25,
(£20 direct),
ISBN 0 952 4746 11.

Multiple choice questions
with answers, Alan Glanville,
2001, £12, (£10 direct),
ISBN 0 952 4746 38.

Data response questions with
answers, Alan Glanville,

2002, £12, (£10 direct),
ISBN 0 952 4746 46,

all from Glanville Books, 33,
Five Mile Drive, North Oxford,
OX2 8HT, tel.01865 557736,
e-mail :
alan@glanville.demon.co.uk.

Alan Glanville has added to
'Economics from a Global
Perspective' with two new
volumes, one of data response
questions and one of multiple-
choice questions. The main text
has been revised.

These publications are aimed
at International Baccalaureate
teachers and students and the
strength of Glanville is that he is
the only author currently
addressing the IB syllabus.
Teachers and students new to
the IB can read the book,
confident that they will meet the
course requirements, and for
teachers at remote schools
unable to attend IB workshops,
this book comes into its own.
Glanville is an ex deputy-chief
examiner with a long history of
involvement with the IB.

The downside of addressing
only IB students is that the small
print runs do not make it a
viable text for mainstream
publishers. Many faults in the
text are attributable to the lack
of an editor and publisher other
than Mr. Glanville, who has
almost single-handedly
completed an epic task.

The great advantage of this

text is that it speaks to
international students. The
language used is stripped of
English idiom, which is the bane
of many teachers at international
schools. (They often spend more
time explaining arcane English
phrases than teaching economic
concepts). Examples and
explanations are drawn from
sources throughout the world,
unlike much of the case study
material in A level or American
high school texts, which is far
too narrow for IB students.
However, the author slips in and
out of the familiar first person
and the third person, and this is
distracting. The over-use of the
dash in punctuation might be
improved in subsequent editions,
as it does not serve as a good
model for second language
students in particular.

There are some major
drawbacks. The coverage of
topics is uneven: students
wishing to write essays on
monopoly, for example, will
struggle to reach top grades.
There is very little on actual
anti-monopoly legislation,
contestable markets or
Schumpeter. (Another example
of this is the section on the
negative aspects of development,
which is very short). There is a
lot of white space in the text so
presumably this can be remedied
without a cost disadvantage.

My experience of the earlier
edition is that students find it
difficult to find what they want
in the index. Other niggling
errors from earlier 53
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editions also remain, such as
the incorrect purchasing power
parities for Argentina and the
UK. Because this book is self-
published the diagrams are
drawn in a basic manner and
compare poorly with the
offerings from the mainstream
publishers. There are many
typographical inconsistencies,
which diminish the readability
of the text.

Teachers who have the luxury
of separate Higher and
subsidiary teaching sets might
do better with a more
established high school text,
supplemented with a
development text. (Alas Mr.
Glanville's excellent
development text is not
available separately any more).
But for the teacher new to the
IB or to established teachers
who have mixed Higher and
Standard Level classes, this text
is ideal. Higher-level extensions
are clearly highlighted enabling
the whole class to work from
the same text easily.

The multiple-choice book,
which is newly published, is a
welcome addition. For teachers,
like this reviewer, who spend a
lot of time photocopying and
binding multiple-choice papers
before exams this booklet is
heaven sent. A great many
questions are actual IB
questions but they have been
extracted from the papers and
put in syllabus order. If class
sets are ordered, at £10 a copy
they could well pay for
themselves in saved

photocopier bills to the school.
Hopefully Mr. Glanville will
ensure in the next edition that
the answers are not on the
inside back cover. It would be
nice to have the option of
removing the answer pages
before handing the books out to
students.

The book of data response
questions is similarly useful. It
also includes past paper
questions and additional
material. The inclusion of
sources, which are truly
international, and from a
variety of sources, will help any
department avoid the
accusation of parochialism.

All three books should
without doubt be on IB
Economics department shelves,
but I would advise purchasing
advance copies before
committing to class sets.

Chris Rodda, Oxford High
School.

GCSE BUSINESS STUDIES

GCSE Business Studies, Di
Wallace and Stephanie
Wallace, Heinemann, 2001,
paperback, 202 pages,
£14.99, ISBN 0435 450166,
Tel. 01865 311366.

This book is designed to meet
the requirements of the new
ICAA/CCEA GCSE Business
Studies specification but could
easily be used for any similar

specification currently on offer.
It contains units on Business
and its Environment,
Marketing, Human Resources,
Production and Finance, all of
which appear on any GCSE
Business Studies specification.

The format and style of the
book is very user friendly. Each
unit is divided into topic areas
which include important notes
but also a well-defined
structure of questions, practical
business examples, key points,
tests, case studies and exam
practice. This style is
continued throughout the book
and provides a good standard
format which the students can
easily become accustomed to.
The content is easy to follow
and straightforward and does
appear to cover the
specification as suggested. The
layout is a particular strength of
the book. The pages
themselves are very colourful
and cartoons, photographs,
diagrams, pictures and tables
are used very effectively
throughout. These make the
book very eye catching and
accessible for the students.

The style and format of the
book does make it particularly
useful for lower ability students.
The language is appropriate to
this level and the books
attractiveness will encourage
and engage these students. By
breaking text into manageable
pieces through the effective
layout the students will be
encouraged to read further.
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The book does appear deceptive
in many ways because on careful
examination it also provides the
depth of knowledge that will be
required by students to achieve
the very high grades.

The move towards publishers'
supporting specific exam board
specifications is becoming more
common and is a step forward
that I think teachers will
welcome. They will feel assured
that the specification content is
being covered and have
confidence in their delivery of it.
The book can also aid course
planning and organisation and
in turn improve the performance
of students. However, this does
possibly restrict the market for
this textbook. I would certainly
want a single copy in the
department but as a class text I
would be reluctant to purchase
it unless we were using the
ICAA/CCEA GCSE Business
Studies specification. Other
textbooks exist for other
specifications.

The book certainly provides
value for money. It is the
standard £14.99, comparable
with other similar textbooks. It
provides coverage for the
ICAA/CCEA specification and
as such would be widely used as
a class text for these centres.
For centres following other
exam board specifications it
would provide a useful resource
book or for particular use with
lower ability students. I could
certainly recommend this book.

Deborah Holland, The
Pingle School, Swadlincote.

GCSE Business Studies A,
for AQA, Arthur Jenkins,
David Hamman, Barry
Heywood and Martin Foster,
Hodder & Stoughton, 2001,
paperback, 282 pages,
£14.99, ISBN 0-340-77268-9,

Business Studies for OCR
GCSE, Peter Kennerdell,
Alan Williams and Mike
Schofield, Hodder and
Stoughton, 2001, paperback,
282 pages, £14.99, ISBN 0-
340-790526, tel. 01235 827720.

The AQA Business Studies A
book follows the structure of the
specification very closely. It is
broken down into units and
where necessary, sub units. This
aids the use of the book to meet
the requirements of the
specification.

It is a book designed for a
very specific use, although it
does claim to be general enough
to meet the needs of any student
studying business following any
specification. However, I would
argue that it would suit best a
student actually studying for the
course in its title. The content is
detailed and written in an easily
accessible style, more suited to
medium to lower ability
students. The structure and
format is uncomplicated and
straightforward. There are
clearly defined sections to each
page, including a good array of
key terms defined, a smattering
of relevant photos, simple case
studies and activities to reinforce

the topic covered. Not much is
present to stretch a very able
student. Some of the images
used are over simplistic, which
may detract from the
importance of the issue being
portrayed. There is no mention
of key skills in this book.

The OCR book is a more
general text. It is divided up into
useful sections that any business
students could find a use for.
Each section starts with the
learning objectives followed by
an activity to stimulate the
student. Then follows the
content, subdivided into small
units. There is a small selection
of defined key terms in each
unit. A great feature of this
book is the exam practice
questions, with advice on
answering them. A mature
focus is apparent throughout. It
seems to be aimed at the more
capable students. There is
ample guidance on key skills too
- this features prominently
throughout. The layout is not
straightforward but is
stimulating and varied. There is
a lot to do in this book and less
to read.

As a GCSE Business Studies
teacher looking for a resource it
would be sensible to choose the
AQA book for the AQA
specification. This would be a
good 'class work' book. It would
need to be supplemented with
extra activities for more able
students, but it does provide a
very accessible text for medium
to lower ability students. 55



There is a lot of text on each
page, but the language is
appropriate and well structured.
The pages are not threatening
and the activities are presented
well. If I were in the position of
teaching a higher ability set I
would be more likely to use the
OCR book, which seems to be
designed for more independent
students with a strong exam
focus.

Both books offer good value
for money.

Rachel Stone, Park College,
Eastbourne.

Edexcel GCSE Business and
Communication Systems,
Sue Alpin, Jan Cooper,
Fiona Petrucke, Ged
O'Hara, Hodder and
Stoughton 2001, paperback,
301 pages, £12.99, ISBN 0-
348- 04254.

GCSE Business and
Communication Systems,
Bill Owens and Lis Rogers
(Editorial Consultant),
Hodder and Stoughton 2001,
paperback, 282 pages,
£12.99, ISBN 0-34-802006.
Tel: 01235 827720.

Both of these books have
been written to address the
GCSE Business and
Communication Systems
specification which has replaced
GCSE Information Systems.

The Edexcel text  is

organised into the four Edexcel
modules of Communication
systems, Data gathering,
recording and presentation
systems, Money transfer
systems and Constraints and
influences on systems. These
are then further sub divided
into discrete chapters. Each
chapter begins with what the
student should understand by
the end of the unit, taken from
the GCSE specification outline.

Owens' structure is less
straightforward, having sections
on word processing skills in
'Part 1 Computers' and then 47
pages in 'Part 5 Design and
Text Processing', followed by 14
pages of keyboard skills but no
mention of mail merge which is
covered in all of the
specifications for this GCSE.
Indeed, I find the inclusion of
such detail superfluous as most
students by this stage will have
developed many of the skills
outlined in this text. The back
cover states that it is based on
the success of the best selling
book 'GCSE Office
Applications'. I wonder about
the extent to which it has been
adapted for the new
specifications.

Both books contain tasks at
the end of each chapter and
include extension materials. The
Edexcel book's tasks come in
various different forms. There
are some revision questions
from past papers, taken from
Edexcel's Information Studies
1502 papers. This is a different

but related specification. Then
there are tasks within each
chapter, some of which are
intended to take a few minutes,
while the more difficult
questions would require longer.
Owens' text also has a variety of
tasks but some of the extension
activities are questionable -
could students really find out
about profit sharing schemes by
visiting their local supermarket?
Littered throughout the Edexcel
text are keywords in bold; some
tasks require students to look
these up in a dictionary. These
would have been much better
included in an Appendix.

Both books use language that
is well within the grasp of most
GCSE students. The format
and style of the Edexcel book is
the more user friendly and does
appear to cover the
specification. Both books break
up the layout with pictures,
tables and cartoons, used more
effectively  in the Edexcel book.
This makes the book more
accessible to students. The size
of some of these images have
not been thought through in
Owen, for example letter layout
is less than a quarter of the
page making this far too small.
neither book uses colour apart
from their book jackets, which I
find quite disappointing given
the standard of illustration used
in other GCSE texts.

The Edexcel book has useful
chapters on coursework,
including the Edexcel
assessment criteria - handy for56
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when students lose teacher
handouts. The guide to
examination papers in both texts
is far too basic and would need
further explanation from the
teacher. I find the inclusion of
Taxable Pay Tables with quite a
complex explanation in the
Edexcel book quite confusing,
especially as the Edexcel
specification clearly states that
students are not required to use
PAYE or NI tables in the
examination. The Presentation
chapter is heavily reliant on
PowerPoint and reads somewhat
as a guide to the software rather
than reasons for using
presentation software. The
Legislation chapter is up to date,
explaining the Data Protection
Act in simple language, but does
gloss over the Sex
Discrimination and Race
Relations acts. These are covered
slightly better in Owen, as are
the contract of employment and
fringe benefits. There is no
mention of company cars being
a taxable benefit in the Edexcel
book, and NIEther text mentions
the fact that private health care
is a taxable benefit.

In conclusion, the Edexcel text
was designed for supporting the
Edexcel specification and
certainly does that. It would be
of value for other specifications,
providing a wide variety of
useful activities. I would not
recommend Owen; the business
content is far too brief overall
and it errs too much towards
text processing. There are better
books on the market if students

need to develop their keyboard
skills.

Marian Kenward, Route
Leader for Business
Education, University of
Brighton 

OTHER RESOURCES RECEIVED

Business Studies for GCSE,
4th edn., Renée Huggett,
Collins Educational, 2001,
paperback, 220 pages, £14.99,
ISBN 0 00 711513 X, tel. 0870
0100 442.

This is a very well-known text,
first published in 1988. It has
been widely used. The format is
broadly similar to previous
editions, with an opening case
study, text, diagrams,
photographs, checkpoints and
key terms. Each case study has
'study points', questions to
highlight key items of
information. Key skills signposts
are included where relevant.
There are regular Exam Practice
and Revision sections.

This text does not read like an
ageing book. Though the format
is tried and tested, the new
design makes it feel fresh. The
data (though there is not very
much of it) has been updated.
The colour schemes are lively
and helpful. Many of the case
studies are new and the selection
is fresh and interesting.

Where teachers would exercise

care is in considering whether
their students are up to the
language level. The text is quite
dense. I would look around for
alternatives if teaching students
of rather below average reading
age, especially if there were also
some classroom management
problems. This text is not out of
line with its main competitors in
this respect but still, careful
attention to student needs would
repay the effort.

Overall, teachers should not
necessarily be drawn to an exam
board-specific title as this
remains a good book for the
majority of GCSE Business
students.
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