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Duncan 

CullimoreEditor’s
comment

Welcome to the Summer
Edition of Teaching Business
& Economics. It provides a
set of excellent articles that
give a mix of update and
practical teaching support
that many people will find
useful.Throughout the journal
reference is made to the
EBEA website: do visit it.

The first article by article by
Robert Gausden focuses on the
impact of oil price rises, and
presents reasons for an optimistic
view of the UK economy’s ability
to withstand a marked increase in
the price of oil. However, it
concludes by warning that, on
account of demand as well as
supply factors contributing to the
recent price rise, the oil price may
remain at a relatively high level for
the foreseeable future.

On Page 9 you will find a range
of suggestions for texts that
should help to humanise and
invigorate economics lessons.

The Business Update (1) article
is based on John Kay’s
presentation at the EBEA

conference in March. In it, John
rethinks what happens in markets,
in order to take into account the
social context within which
individual markets operate. In a
wide ranging and fascinating
article peppered with examples,
he suggests that markets can only
be fully understood when that
context is part of the analysis.

The second Business Update is
David Myddelton’s Conference
presentation ‘Why do most
companies make losses?’

The first Business in the
Classroom piece is a really lively
set of lesson activities which came
out of the visit to the Manchester
United football ground during the
Annual Conference. They can be
used in Business Studies
AS/A2/AVCE classes. All
materials are photocopiable
resources. The activities are
designed with differentiation and
learning styles in mind, in order to
cater for all students’ learning
needs. The power point
presentation is also published
(and will be downloadable from
the EBEA members-only web
site).

The second article, by Andrew
Gillespie, reflects his concern
about the quality of evaluative
answers in A Level Business
Studies. Andrew brings to bear his
experience as an A Level
examiner as well as a teacher of
the subject to suggest how
candidates could make more of
the opportunities in questions
asking for evaluation.

The ICT on Line article
focuses on interactive IT

resources in general and the Cash
Flow Biz ed resource in
particular. Again this should be
very useful for the many members
who use this fine site.

I need to publish an erratum at
this stage. In the last journal
Angela Joyce wrote an article for
the ICT on Line section, called
“Biz/ed Internet Resources and
Internet for Business Studies” and
I gave the author as Andy
Beharrell, not Angela. Also, the
second screen shot (page 29)
should have been of the Biz/ed
Internet Resources front page at
http://catalogue.bized.ac.uk/ .
Apologies to Angela.

The journal closes with the
Resource Reviews, edited as usual
by Sue Turner. Sue would like
more resources to review so
please keep these coming in.

Finally I would like to thank all
contributors to this edition and
also to note that it will be my last
as General Editor. People don’t
queue up to do this kind of work
but it is interesting and a
privilege, and I have been grateful
for the opportunity to do it and to
continue to work for the
Association. Nancy Wall and I are
soon to exchange roles. She will
edit the Journal and I will be the
Chief Executive. Please therefore
e-mail Nancy your contributions
(enwall@aol.com). Please also
come along to the events and
participate in the other
networking opportunities.

Duncan Cullimore



Throughout 2004, there
occurred a substantial rise in
the price of oil. During the
final quarter the price of
Brent crude oil exceeded $50
per barrel for the first time.
The marked increase
stimulated economic
commentators into
contemplating the likely
consequences for the UK
economy.The consensus to
emerge was that the effects
on the UK economy would be
relatively modest.While
output growth would be
adversely affected, the
economy would not enter into
a recession, in contrast to the
experience in earlier decades.
Also, it was believed that the
UK economy would be more
robust to the increase in the
price of oil than either other
European economies or the
USA economy.

This article presents
reasons for the optimistic
view of the ability of the UK
economy to withstand a
significant increase in the
price of oil. However, it
concludes by issuing the
warning that, on account of
demand as well as supply
factors contributing to the
recent price rise, the oil price
may remain at a relatively
high level for the foreseeable
future.

At the time of writing this
article, in February 2005, the
price of Brent crude oil was equal

to $44.63. Although the price had
come down from a peak of over
fifty dollars, recorded in October
2004, this still represented a 40%
increase over its average value
during the first quarter of 2004.
Furthermore, this amounted to a
rise of more than two-thirds over
the average price of Brent crude
oil during the first four years of
the new millennium.

HISTORICAL AND
THEORETICAL CAUSES
FOR CONCERN

A reference to both history and
economic theory encourages a
pessimistic view of the
consequences for the economy of
a significant increase in the price
of oil. In a seminal paper
published in
the 1983
edition of the
Journal of
Political
Economy,
James
Hamilton
drew
attention to
the fact that
all but one of
the post-
World War II
recessions in
the USA had
been
preceded by
an increase in
the price of
oil.

Diagram 1 indicates that a
similar correspondence has
applied to the UK. The graph
shows, over the period 1973-
2003, the annual percentage
change in the price of Dubai
crude oil (PCHPOIL) and also in
a volume measure of UK GDP
(PCHGDP). Over the period
concerned, it is apparent that the
UK has suffered three major
recessions. GDP declined by
1.35% in 1974, 2.06% in 1980,
and 1.36% in 1991. Prior to each
of these falls in output, there
occurred a substantial rise in the
price of oil. More specifically,
with respect to the intervals
1972-1974, 1978-1980 and
1988-1990, the oil price
increased by 448%, 174% and
54% respectively.
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The macroeconomic
consequences for the UK of the
recent increase in the price of oil

Robert 

Gausden

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

g

-4

-2

0

2

4

6

8

-100

0

100

200

300

75 80 85 90 95 00

PCHGDP PCHPOIL

Data Sources: BP Statistical Review of World
Energy; Office for National Statistics.

Diagram 1



Within macroeconomic
theory, the standard framework
for analysing the consequences
of a change in the price of oil is
a model of aggregate demand
(AD) and aggregate supply
(AS). The AD-AS model is
depicted in Diagram 2. The AD
schedule indicates the quantity
of output of the domestic
country that is desired by
households, firms, government
and foreign countries at different
price levels. The schedule takes
the form of a downward-sloping
line for the reason that the
higher is the price level, the
higher will be the rate of interest,
and the lower will be private
investment. Also, an increase in
the price level will reduce
international competitiveness
and result in a reduction in the
domestic country’s net exports.

The AS schedule indicates the
quantity of output that the
domestic country produces at
different price levels. The
schedule has been drawn as an
upward-sloping straight line, and
applies to the short run.Within
the Macroeconomics literature,
different arguments have been
provided for the existence of a
positive relationship between the
supply of output and the price
level. One (New Keynesian)
explanation that has been
offered is that, in the short run,
wages are fixed in nominal
terms, on account of contracts
that have been agreed to by
employers and workers.
Consequently, an increase in the
price level results in a fall in the
real wage, which renders it
profitable for firms to increase
their employment (and output).

Using the framework of an
AD-AS diagram, an increase in
the price of oil has the effect of
shifting the AS schedule
upwards. The outcome is the
same, irrespective of whether
mark-up or competitive pricing
is assumed. Upon observing
Diagram 3, it is apparent that the
upward shift of the AS schedule
(to AS’) produces
simultaneously a higher price
level (P2) and a lower level of
output (Y2). Consequently, an
oil price rise results in both price
inflation and a negative growth
of output, twin evils that have
become known collectively as
stagflation.

Should the government of the
domestic country seek to restore

output to its original level then
there are two policy options
available. One approach is to do
nothing. In this case, the reliance
is upon the relatively low level of
output and high rate of
unemployment to exert
downward pressure on prices
and nominal wages, such that,
diagrammatically, the AS
schedule will return to its
original position. The alternative
strategy consists of actively
intervening, expanding demand
through, for example, increasing
government expenditure or
lowering taxation.
Diagrammatically, the AD
schedule shifts to the right. As
can be seen from Diagram 4,
though, the cost involved is an
even higher price level (P3).
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On the basis of the
diagrammatic analysis that has
been performed, it would seem
that the output that is generated
by an economy is determined by
the position of the AS schedule,
relative to the position of the AD
schedule.While the recent
increase in the price of oil will
have had the effect of shifting the
AS schedule to the left, there are
other mitigating factors which
encourage the belief that the UK
economy will avoid entering into
a recession.

THE CHANGE IN THE
PRICE OF OIL, ADJUSTED
FOR UK RETAIL PRICE
INFLATION

An initial point concerns the
movement in the price of oil,
adjusted for general retail price
inflation. Even though, in
October 2004, the price of Brent
crude oil, for the first time,
surpassed fifty dollars per barrel,
when expressed in real terms this
represented only around 50% of
its price in 1980. To be more
specific, in 1980 the price of
Brent crude oil averaged $36.83
per barrel. Also, in that year, the
UK Retail Price Index (RPI) was

equal to 70.70 (1985 = 100). The
RPI subsequently reached 199.35
in October 2004. In order for the
price of oil to have kept pace
with the RPI, this would have
needed to be $36.83 x (199.35/
70.70), i.e. in excess of $100 per
barrel.

THE CONSUMPTION OF
OIL IN THE UK PER UNIT
OF GDP  

The UK is currently much less
reliant upon oil to generate a unit
of GDP than in earlier decades.
Diagram 5 shows, over the time
period 1972-
2003, the
consumption
of oil in the
UK,
expressed
both in
million tonnes
(CONSUMP)
and as a
proportion of
a volume
measure of
GDP
(CONSP-
ERGDP).
Upon viewing
the bottom
line in the

diagram, it can be seen that, from
1972 to 1981, there occurred a
sharp drop in the usage of oil.
From 1981, though, far greater
stability is apparent.With the
exception of 1984, a year in
which there was a miners’ strike,
oil consumption remained within
the bounds of 72.4 and 84.0
million tonnes, per annum.

Upon observing the top line in
Diagram 5, however, a much
steadier decline in the
consumption of oil is visible.
Indeed, the reduction in the
dependence on oil per unit of
GDP from 1981 to 2003 was
marginally greater than from
1972 to 1981 (42.4% versus
40.0%). An article in the July
2004 edition of the National
Institute Economic Review, by Ray
Barrell and Olga Pomerantz, has
shown that the fall in the oil
intensity of output over the past
twenty years is a feature of not
only the UK but also France,
Germany and the USA.
Additionally, the article indicated
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that the reliance upon oil in the
USA is in the region of 60%
greater than in the three
European countries. The
implication is that, other things
being equal, the USA will suffer
more severe economic
consequences from the recent
increase in the price of oil.

THE UK’S TRADE
BALANCE IN OIL

In contrast to when the
increases in the price of oil in
the 1970s occurred, the UK
now possesses substantial oil
resources of its own. Indeed,
out of the countries that

comprise the G7, only the UK
and Canada are
net exporters of
oil. Diagram 6
shows, over the
period 1972-
2003, the UK’s
net exports of oil
(SITC 33),
expressed as a
proportion of
current-price
GDP
(NXPERGDP).
The diagram
reveals that, since
1980, the UK has
operated a trade
surplus in terms

of oil. In 2003, the surplus was
only 16% of the peak
proportion in 1983.
Nevertheless, the recent rise in
the price of oil will have
promoted an increase in the net
transfer of income from abroad
to the UK.

On account of the UK
currently being a net exporter
of oil, it follows that, when there
occurs a substantial rise in the
price of oil, the leftward shift of
the AS schedule, shown earlier
in Diagram 3, is accompanied
by a rightward shift of the AD
schedule. In contrast, when the
UK’s imports of oil exceeded
its exports, such an increase in
the price of oil would have
resulted in both schedules
shifting to the left.
Consequently, other things
being equal, the loss in UK
output emanating from a
significant upward movement
in the price of oil will be less
severe in 2005 than it would
have been in the 1970s. Also,
the recent rise in the price of oil
will be less damaging to the UK
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economy than to those
economies which lack self-
sufficiency in oil.

EXPENDITURE BY OIL-
PRODUCING COUNTRIES
ON UK GOODS AND
SERVICES

The UK’s balance of trade
receives a stimulus from a
significant increase in the price
of oil not only because the UK is
a net exporter of oil but also for
the reason that the oil-producing
countries allocate some of their
extra income to imports of
goods and services from the UK.
Recently, oil-producing countries
have displayed a tendency to
spend their oil revenues more
quickly than in the past.
Consequently, in terms of world
output, the effect of a given rise
in the price of oil will be less
contractionary in 2005 than in
the 1970s or early 1980s.

Furthermore, as can be seen in
Diagram 7, the UK benefits
disproportionately from an
increase in the income of the oil-
producing countries. The
diagram indicates that, in the

year 2000, the UK was
responsible for only 3% of world
output, compared with 22% for
the USA, and 17% for the Euro
Area. In contrast, the UK’s share
of oil-producing countries’
imports amounted to 6%,
compared with 11% for the
USA, and 26% for the Euro
Area.

IMPROVEMENTS IN THE
OPERATION OF
MARKETS AND THE
MANAGEMENT OF THE
UK ECONOMY

Improvements that have
occurred in the operation of
product and labour markets in
the UK suggest that the
economy is currently better
equipped to resist a substantial
increase in the price of oil than
in the past. The introduction of
greater competition in product
markets has meant that firms
now have less scope to pass on

higher costs in the form of
higher prices. Regarding
Diagram 3, presented earlier, the
upward shift of the AS schedule
that is caused by a rise in the
price of oil will be less
pronounced than prior to the
1980s.

Also, the labour market
reforms that have taken place in
the UK over the past quarter of
a century have resulted in wages
being far more flexible. Should
the real wage have the capability
of falling during a period in
which the oil price is increasing
then a wage-price spiral of the
type that characterised the 1970s
can be avoided. The upward
shift of the AS schedule will be
less marked and the reduction in
output will be less severe.

The general view of economic
commentators is that there has
been an improvement in the
management of monetary policy
in the UK as a consequence of
the decisions to target price
inflation (in 1992) and to
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grant the Bank of England
independence (in 1997). In
recent years, the Bank of
England has succeeded in
maintaining a low rate of price
inflation, which has in turn
subdued wage demands. On
the basis that the Bank is able
to retain its credibility during a
period in which the oil price is
increasing then this will serve to
restrict the upward movement
of the AS schedule and limit
the loss in output.

REASONS FOR THE
PRICE OF OIL
REMAINING AT A HIGH
LEVEL

This article has sought to
present reasons for an
optimistic view of the ability of
the UK economy to withstand
the recent significant rise in the
price of oil, and to avoid
entering into recession.
However, the article concludes
by issuing the following
warning. Although the UK
economy may be more resistant
to a substantial increase in the
price of oil than in the past, the
factors underlying the recent
price rise suggest that oil will
remain expensive for the
foreseeable future.

The recent increase in the
price of oil is distinct from oil
price rises in earlier decades in
that it has been underpinned by
demand as well as supply
factors. The oil price hikes
which occurred in the past were
on account of war-induced
concerns over disruptions to
the supply of oil.While the
recent increase in the price of
oil can be traced to worries
about production in Iraq,
Nigeria, Russia, Saudi Arabia
and Venezuela, an additional

determinant is an increase in
the world demand for oil.

Over the ten-year period
from 1994 to 2003, the world
consumption of oil (in million
tonnes) grew by an average of
1.5% per year. Part of the
responsibility for this increase
lies with China. From 1994 to
2003, the consumption of oil by
China almost doubled. The
average annual percentage
change was 7.0%, such that
China’s share of world oil
consumption rose from 4.7% to
7.6%.

The present economic
situation in China suggests that
the rate of increase in the
demand for oil is unlikely to
slow. China is currently
experiencing the fastest
industrial revolution that has
ever been witnessed. The
annual growth of GDP has
been in the vicinity of 9% for
the past three decades. As
China continues to expand its
manufacturing sector, the
requirement for oil will
accelerate. Also, a change in the
pattern of household
consumption will contribute to
a higher demand for oil. As
incomes rise, a greater
proportion of the workforce
will be able to afford cars,
household appliances and air
conditioning.

An important factor
governing the future price of oil
is the strategy towards supply
of the Organisation of
Petroleum Exporting Countries
(OPEC). In 2003, OPEC was
responsible for providing
almost 40% of the world output
of oil. The most powerful
country within OPEC is Saudi
Arabia, which in 2003
accounted for just over 32% of

the cartel’s total production.
Moreover, Saudi Arabia is the
only member of the
organisation which possesses
any spare capacity.

There are two significant
reasons for believing that Saudi
Arabia will exert a tight control
over supply in order to
maintain a high price of oil.
First, it should have vivid
memories of earlier mistakes
that were made in managing oil
production. For example, in the
early 1980s, overcapacity in the
oil industry threw OPEC into
disarray. Also, in 1998 the
misguided decision to expand
production, just as South East
Asia was entering into its
financial crisis, resulted in the
price of oil falling to $10 a
barrel.

Second, Saudi Arabia has a
requirement for additional
revenue to enable it to tackle
certain domestic problems. One
of these is security. Also, several
of the oil-producing countries
are characterised by a young
and rapidly growing
population, high
unemployment and increasing
public debt.

Robert Gausden, Senior Lecturer
in the Economics Department of
The University of Portsmouth 
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A few weeks ago, a message to
econbusinesseducators, the
profession’s newsgroup,
started a rich thread, which is
reproduced below. Google
should help with the publishers.

The first message:

I am trying to put together some
ideas about how to ‘humanise’
Economics along the lines that
Sophie’s World allegedly did for
Philosophy.  I am starting with 
P J O’Rourke’s ‘Eat the Rich’.  
I am sure there are more. 
Can readers suggest any other
titles, ancient or modern, worth
investigation?

Thanks

Richard Bowett

And the replies:

Is the ragged-trouser
philanthropist any use?

Paul Clarke

How about Free to Choose by
Rose and Milton Friedman? It’s
oldish but still startling to some,
even today, in its exposition on
monetarist economics and its
implications. Its very readable.

Dave Milner

You might be interested in The
Literary Book of Economics:
Including Readings from
Literature and Drama on
Economic Concepts, Issues,
and Themes by Michael Watts
(Editor)

Peter Davies

“The Roaring 90s” by Joe Stiglitz
John Kay’s website (disclaimer:
my old boss...):
http://www.johnkay.com
Alternatively, how about The
Wizard of Oz? (seriously...)
http://www.uno.edu/~coba/econ
/projects/oz/
http://www.indiana.edu/~econed
/pdffiles/summer02/bhansen.pdf

Graham Starke

How about Animal Farm?

Mike Chester

How about Naomi Klein No
Logo? And Paul Ormerod’s The
Death of  Economics”, and
J.K.Galbraith’s The Great Crash,
and Will Hutton’s works? 

Chris Vidler

You might be interested in
experiments I did to “humanise”
economics by deriving a
qualitative simulation and
interactive-fiction program from
the output of Virtual Economy:
“The Lives Behind the Numbers
On the Screen: Illustrating the
Social Consequences of
Economic Change by Telling
Stories on the Web”. It’s quite a
long paper: the section in it most
directly related to teaching
would be “What should the
economy tell the students?”. It
can be found at:
http://www.economicsnetwork.a
c.uk/cheer/ch17/paine.htm (the
paper in CHEER)

Or at http://www.j-
paine.org/NarrativeTechnology.
html (the original, on my site)

“Virtual Economics As If People
Mattered”, questions for eliciting
associations between
macroeconomics and social
behaviour: http://www.j-
paine.org/veaipm.html

Jocelyn Paine

The Asterix books have some
very good analysis of the
demand and supply of menhirs.
Includes a bit of the business of
selling them too!

Hitch hikers guide ... works well
for competition when looking at
spacemobiles.

Jenny Wales

If the theory of constraints is
allowed, then how about The
Goal by Eliyahou Goldratt? The
theory of constraints in a novel?
Marvellous!

Duncan Williamson

If you do not subscribe to
econbusinesseducators but
would like to, go to
www.jiscmail.ac.uk.

Select ‘Business Studies’,
‘Education’, ‘econ-business-
educators’ and ‘join the list’.
This news group caters for
economics teachers as well as
business teachers.

Every effort has been made
to contact the contributors to
this list for permission to
reproduce their items. If we
have failed to reach anyone,
we do apologise. - Ed.
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This article is based on the
author’s presentation at the
EBEA annual conference in
Manchester in March 2005.
The powerpoint slides are
accessible to EBEA
members on the web site.

For many years, I went along
with a fairly conventional
approach to the way markets
work. The familiar theory is that
individuals will pursue their
own interests,
producing to meet
market requirements.
The outcome of the
many individual
decisions will be in the
social interest because
the discipline of the
market place will be
the dominant
influence.

I now have a rather
more nuanced view. I
no longer quite believe
my earlier view. Two
events helped to
change my mind.

CASINO CONDUCT

The first of these was one of
the most bizarre evenings of my
life. I was investigating
gambling and casinos. I was
interested in that part of the
market where the seriously rich
go to gamble for very high
stakes, going up to £100,000. I
visited all of the six or seven

casinos in London that cater for
this trade, including Aspinalls
and the Curzon Club. I fully
expected to see a lot of rich
people having fun.

It was not like that.
Everywhere I saw people with
ashen faces and white knuckles,
playing roulette and blackjack.
They were not having fun; they
clearly believed they were going
to win.

Who were they? Clearly they
were successful entrepreneurs.
How was it that they believed
they would win, despite
increasing evidence that this
could not be? Their common
quality was that they were
irrationally and unreasonably
optimistic. This is of course
precisely the quality that made
them successful in business.
Rationality is not necessarily the
source of outstanding success in
business. This experience set

me thinking about market
models in a different way.

THE INSURANCE
MARKETS

The second story that caused
me to rethink grew out of
events in the insurance industry
and centred on problems that
occurred during the 1980s. A
number of people got sucked

into some very risky
contracts. The players in
this market included
some crooks and some
fools. I listened to some
of them discussing what
was happening at the
time. In conversation, the
underwriters were
described as an
exceptionally arrogant
and opinionated crowd.
But if they were actually
incompetent and malign,
why did someone not
blow the whistle? 

The fact was that at that time
there were some serious risks to
be covered and there was a
strong likelihood that these risks
would turn out to be higher
than uninformed people
expected. (Asbestos was the
most obvious, but there were
others.)  The people who
actually understood the risks
knew that, at the existing
premium levels, there would be
losses in the long run. But if
they raised premiums too10
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much, they would lose business
in a competitive market. So they
passed on these risks to people
who did not understand them,
so as to insure their customers
more cheaply. This is really a
microcosm of the financial
markets as a whole, which are
concerned with the process of
funding risks in general as
cheaply as possible. In securities
markets, people sell risks to
others who know less about
them.

Following these two
experiences, I began to rethink
what happens in markets, in
order to take into account the
social context within which
individual markets operate.

THE USA BUSINESS
MODEL

The conventional model is
based on a belief in rational
economic man (and despite
many recent developments, the
relevant decision taker will
usually, still, be a man). The
principles are familiar:

● Self-regarding materialism is 
the dominant motivation.

● Restrictions on the operation 
of free markets are costly and 
should be kept to a minimum.

● The economic role of the 
state should not extend much
beyond the protection of 
property and the enforcement
of contracts.

● Taxation should be limited to 
what is necessary to perform 
these functions and support a
basic welfare safety net.

This was the transcendent
economic and political model of
the 1980s and 90s, following the
disappearance of socialism.

Until the 1980s, the entire
language of political economy,
and of the relationship between
economics and politics, was
defined by socialism, and was
used by all regardless of whether
they were for or against
socialism in principle. An almost
complete reversal occurred in
the 1980s as the language
changed to that of the political
right.

BUSINESS OBJECTIVES

If you read the biography of
Bill Gates, you will soon see that

he is obsessed not by money but
by computers. Or think about
Donald Trump. He says ‘I don’t
do it for the money. I have
enough. I do it to do it. Deals
are my art form.’

Warren Buffett has a fortune
in the region of $40-50 billion.
He still lives in the bungalow in
Omaha where he has been for
fifty years. He says ‘It’s not that
I want money. It’s the fun of
making money, and watching it
grow.’ His favourite night out is
a trip to the local Nebraska
steak house, washing 11
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down his steak with a cherry
coke. (He used to prefer Pepsi,
but then he bought a 10% stake
in Coke.)

In the crude terms of the
money they make, these are
among the world’s most
successful businessmen. They
are the ones who care the most
about business.Yet our models
are still built on the assumption
that greed is the motive.

In fact, greed is not generally
an overriding motivation, and
social organisation collapses
when it becomes so. Reality
requires a more subtle
approach.

A DIFFERENT
APPROACH

An alternative view starts with
consideration of property rights.
These are socially constructed
and usually very
complex. Take
contracts of
employment. Typically
they say little about
the substance of the
job but they do define
expectations. Or if you
live in London and
take the tube home at
the end of the day,
what property rights
do you buy with your
ticket? You go home to
a home you probably
own, but actually it is
most likely to be the lease that
you own, not the property itself.
All of these transactions take
place in an elaborate social
context.

Very often, transactions are
occurring against a background
in which information

asymmetry is endemic. To see
what this means, imagine that I
want to auction my wallet. I will
accept only those bids on which
you, the buyer, will lose. It
makes no sense for you to buy
my wallet if I am willing to sell.
I know more than you do: I
know that it has just £50 in it.
So I will happily accept a bid
for £80 or £100, but not for
£50 or less.

Most of the time, the seller
knows more than the buyer. If
buyers all asked themselves,
‘why does this person want to
sell?’, many people would be
better off. One thinks here of
the dot.com story. Most
transactions in securities
markets are driven by this
asymmetry. The physical
resemblance between my
illustrations of the casino and
the New York Stock Exchange is
more than just physical.

MANAGING RISKS

Most risks in modern society
are managed through social
institutions. The risks that most
concern us are to do with events
like chronic illness,
unemployment and marital

breakdown. Generally speaking
these are not insurable, or at
least, not at a price that most of
us can afford. So it is difficult to
find private contracts that cover
such big risks.

The happily married would
not feel the need to queue for
insurance policies to cover
marital breakdown. Those who
do feel the need would only be
able to insure with people who
would ask intrusive questions.
In practice, these risks are
covered by social institutions
(for example families and the
benefits system).

THE MARKET SYSTEM

The hard-nosed story of how
markets work through rational
self-interest is not the real story.
But I am sometimes asked
where I am coming from. My
questioner will say, this is

ideological baggage.
Surely markets are
something you either
believe in, or not? 

I am not either for or
against markets; I am
simply trying to
understand how they
work. The market
economy is the type of
society in which we
operate. If your home
country is rich and
prosperous, there is
actually no other game in
town. The twenty or so

rich economies in the world
include wide variations in the
detail, but they are all market
economies. (Think of Italy,
Japan and Hong Kong.)

In contrast, the bulk of the
world’s population lives in poor
countries with a much lower
standard of living. There are
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countries - only around half a
dozen - which stand between
these two groups; these include
Mexico and South Korea. So we
have to explain the success of
the market economy.

WHY DO MARKETS
WORK?

If we just use our common
sense and think about which
performs better, the
decentralised economy with no
planning, or the centrally
planned, we might well think
that the latter would be the more
productive. But this is not the
case.We can think about the
miracle of how the supply of
bread to New York City actually
arrives every day without
anyone being in charge. This
can be a hard fact to get our
minds around.

Khrushchev’s maize project
provides an instructive example.
When he visited the USA, the
Soviet leader was deeply
impressed by US maize
production. He decided to
promote its expansion in the
Soviet Union.Whereas he could
convince himself that his hosts
had faked most of the economic
showcases they had shown him,
he knew they could not have
faked the luxuriant grain crops
of Iowa. He thought maize must
provide the key to the
transformation of agriculture.

Krhushchev went home
reasoning that under socialism,
maize could be grown
anywhere. He instructed the
farmers in the Ukraine (who
had been growing wheat) to
grow maize instead, and they
did, on a dramatically large
scale. The experiment was not a
success. It turned out that there

were good reasons why people
did not grow maize in the
Ukraine. After successive crop
failures, Khrushchev was
toppled from power in 1964.

Why did the experiment fail?
Well, partly because no one said,
‘this is not working’. The
experiment was too big and
there was no honest feedback.

CONTRASTING:
COMPUTERS

The first general purpose
microprocessors started to
appear from Intel in the early
1970s. The first commercial PC
was sold as a kit.You soldered
the bits together yourself. Bill
Gates and others made their
own. IBM changed the market
with their PC in 1981. Not long
after that,Windows came onto
the market.

No one knew or understood
how the PC market would
develop. Many innovations
started with hobbyists who
made big breakthroughs. These
were usually not particularly
successful commercially, but the
ideas could be sold to the big
companies that would develop
them. It is this disciplined
pluralism that makes markets so
potent.

DISCIPLINED
PLURALISM VS. THE
SINGLE VOICE

‘In many of its dealings with
other bodies, and particularly
with Government, the industry
finds it difficult to speak with a
single voice.... The Department
of Energy told us that the
Government seeks to obtain one
considered and consistent view
from the industry on a large

number of topics many of which
may be inter-related...... The
Chairman often cannot speak
with authority on behalf of the
whole industry: at most he may
be able to state a range of views
or give those of Council
members.’

Lord Plowden, quoted in
David Henderson, ‘Two British
errors: their probable size and
some possible reasons’, 1977.

This quote relates to a
situation in which the then
government was looking to plan
aspects of economic
development. It highlights the
frustration of a planner faced
with the essentially decentralised
nature of production decisions.

In a decentralised, market
economy, unsuccessful
experiments are quickly cut off,
before losses mount too far. This
is why market economies are
more successful. But every
market system operates in a
social context. Markets can only
be fully understood when that
context is part of the analysis.

Successful development is not
about rational calculation by
greedy people. It is
characterised by extensive
experiment by irrationally
optimistic people. Unsuccessful
experiments end quickly.
Disciplined pluralism, not
materialism, is the key attribute
of market organisation.

John Kay  -  Visiting Professor,
London School of Economics

John Kay is an academic, and
also a businessman, and now is
primarily an author. His most
recent books are The Truth
About Markets (2003), and
Everlasting Light Bulbs (2004).
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Professor Myddelton gave
this presentation to the
EBEA’s annual conference
in Manchester on 21st
March 2005. Nancy Wall
transcribed it.

I shall approach the question
‘Why do most companies make
losses?’ from three different
angles: accounting; managers’
motivation, and the nature of
competitive business.

(A)  ACCOUNTING

Let me start with
accounting.We can
define ‘profit’ as gross
income less total
expenses, and ‘losses’
either as negative
profits or as total
expenses less gross
income. There are four
accounting aspects I
want to explore, all suggesting
that expenses may often be
understated. That means that
many companies reporting
accounting profits may in reality
be making ‘economic’ losses.

(1) First, inflation can have a
big effect.We nearly always use
money as the accounting unit of
measurement, but in times of
inflation that can produce
inaccurate results. In principle I
believe we should be accounting

in terms of constant purchasing;
and in Victorian times, when
modern accounting was being
developed, the two were
synonymous.Year after year
there was virtually no inflation,
so money itself represented
‘constant purchasing power’.
How very different from the
reign of our own dear Queen!
Since I started teaching in 1965
the £ has lost more than 90% of
its purchasing power.

The inflation rate now is
much lower than in the 1970s
when, at its peak, inflation was
running at 25% a year. So it is
almost universally ignored in
accounting these days. But even
today’s rate of about 3% a year
mounts up over time:
compound interest is a
marvellous thing! Suppose a
business uses equipment with a
15 year life, which it depreciates
on the straight-line basis. If
inflation averages 3% a year,

that means the business will be
understating its depreciation
charge every year by about
25%! [Note 1]  Since the
difference is not tax-deductible,
that has to come out of after-tax
profits.

Take a company like the BOC
Group plc (British Oxygen). Its
profit after tax in 2003 was
reported as £300 million after
charging depreciation of

£320m. The life of its
tangible fixed assets
averages roughly 15
years. So I say the
depreciation charge,
properly adjusted for
inflation, ought to have
been about 25%
(£80m) higher; which
would reduce BOC’s
profit from £300m to
£220m.

That seems
surprisingly high, at a time
when we casually talk as if
inflation is no longer a problem.
(The impact is relatively large
due to the cumulative impact of
inflation at 3% a year over the
asset life of 15 years.) At least it
reminds us that accounts can be
subject to significant margins of
error. The impact on BOC’s
reported profit may not be
typical. And I’ve ignored some
other less striking aspects of
inflation.
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(2) The next aspect of profits I
want to mention is the
possibility that many smaller
companies may not charge a
realistic amount for their
owner-manager’s wages.
(This may also be true of sole
traders and partnerships, where
the ‘profit’ includes proprietors’
wages. Such unincorporated
businesses usually don’t charge
any tax either, since
‘profits’ are taxable as the
proprietors’ personal
income.) Owner-
managers may often
prefer to work for
themselves, but that
doesn’t mean it’s
profitable. Hence such
businesses can report
apparently adequate
profits which may
become totally
inadequate after making a
realistic charge for the
opportunity cost of their
owners’ services.

(3) Another accounting reason
for companies overstating
profits is failure to charge
amortisation of purchased
goodwill. This is a controversial
topic. My own view is that it’s
necessary to depreciate the
purchase price of goodwill
arising on acquisitions in order
to show whether the acquiring
company has made a profit from
the point of view of its own
shareholders. That is not now the
practice in the US or in
International Accounting
Standards — which from this
year listed companies in the
European Union (including in
the UK) are having to follow.

The numbers can be big: for
instance when Glaxo purchased
SmithKlineBeecham the deal
was treated as a merger. Had it
been treated as an acquisition,
GSK — the new group —
would have had to charge £750
million against after-tax profits
for each of the next ten years.
That would certainly knock a bit
of a hole in the reported profits!

You sometimes hear analysts
talking about EBITDA —
Earnings Before Interest Tax
Depreciation and Amortisation.
I think this is a highly suspect
way of looking at business
results, as it deliberately omits
several perfectly legitimate and
necessary business expenses, in
particular amortisation of
goodwill.

(4) Finally, and most
important, is the opportunity
cost of equity capital employed
in the business. Over the years,
there have been a number of
accounting changes designed to
bring accounting profits more
closely into line with economic
profits. An obvious example is
the treatment of finance leases.
But this has never been
extended to the cost of equity
capital.

This notion leads to what
used to be called ‘Residual
Income’, and is now sometimes
referred to as Economic Value
Added, or EVA. The idea is
widely used in Management
Accounting (or internal
accounting). But it has never, as
far as I know, been used on any
systematic basis in Financial
Accounting (or external

accounting).

Debt interest does
appear as an expense
in ordinary profit and
loss accounts. So the
only adjustment that is
needed in respect of
‘interest on capital’ is
to deduct the notional
cost of equity capital
from reported after-tax
profits. Measuring this

amount is difficult. There are
two problems: what is a
company’s ‘cost of equity
capital’? And what is the
amount of capital to which it
should be related?  If you use
balance sheet book values you’re
on thin ice, though the book
value of shareholders’ funds
may often understate the
economic reality.

My own view is that a real
(not nominal) cost of equity
capital for many companies is
probably of the order of 10% a
year. I arrive at this conveniently
round number by adding to a
real risk-free rate of 2% an
assumed average equity risk
premium of 8%.

The real risk-free rate of 2% a
year is not controversial. One
can think of it as the yield on
index-linked government
securities. Because they’re 15
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government securities they’re
regarded as risk-free; and
because they’re index-linked,
they’re in real terms.

The appropriate level of the
equity (or ‘market’) risk
premium is arguable. Most
academics reckon it ought to be
around 8% a year. That’s my
opinion too. But some people in
the securities industry, who may
have a vested interest in getting
people to think shares are
cheap, say it should be much
lower, maybe around 2% or 3%.

Let me again use BOC as an
example. I reduced its profit
after tax from £300m to
£220m by allowing for a
depreciation undercharge of
£80m.What would happen if
we now also charged against
profit after tax a notional 10%
cost of equity capital?

Shareholders’ equity in BOC’s
balance sheet amounts to about
£1,900m; but we ought to add
back nearly £200m goodwill
written off directly against
reserves. I’m arguing that to get
to real economic profit we need
to charge against after-tax profit

an annual 10% cost of equity
capital, namely £210m. That
leaves BOC making a real profit
for its shareholders in 2003 of
just £10m!

With about 500m shares in
issue, that gives us earnings per
share of only 2 pence! So
BOC’s current share price of
just about £10 implies a real
price/earnings multiple of 500!
(And amortising the goodwill
we’ve just added back would
completely wipe out the
‘remaining’ £10m profit and
suggest that BOC itself was
making a ‘real’ loss!)

I happened to have BOC’s
accounts to hand, so let me
remind you that BOC may not
be typical. And the estimates
I’ve been discussing are very
rough. But charging the cost of
equity capital at a real 10% a
year on the book value of
shareholders’ equity makes a big
difference. Indeed on this basis
even some large companies may
be making economic losses
rather than the profits they’re
reporting. Not to mention
many smaller companies.

(B) MOTIVATION OF
MANAGERS

The second general reason
why profit-seeking companies
may often make losses stems
from corporate finance. ‘Agency
theory’ deals with the question:
how can the owners try to
ensure that the managers of a
business, their hired servants,
act in the interests of
shareholders? Shareholders
normally want their company to
‘maximise profits’, so under
what circumstances might
managers not want that or, at
any rate, fail to achieve it? I
suggest that in a number of
areas managers might be
tempted to get involved in
activities that result not in
profits but in losses. Of course
this aspect of corporate finance
concerns listed companies,
owned by diversified
shareholders but actually run by
professional managers, who
usually themselves own only a
tiny proportion of the shares.

(1) Acquisitions. There seems
to be general agreement that
many acquisitions ‘fail’ - at least
from the point of view of
shareholders in the acquiring
company. (Shareholders in
companies being acquired often
do rather well!) That’s partly
because all too often managers’
egos, rather than commercial
logic, dictate acquisitions.

(a) Sometimes too big a
premium is paid, which is never
compensated by sufficient post-
acquisition earnings. Marconi’s
folly in borrowing cash to pay
huge premiums for overpriced
hi-tech US acquisitions is
perhaps the best-known recent
example.

(b) Sometimes it proves very

Are some so-called profitable companies actually ‘basket cases’ in
reality?



difficult to merge companies
with different cultures. I suspect
that William Morrison is having
trouble with Safeways on this
account.

(c) Sometimes managers get into
‘conglomerate’ mode, in order to
reduce the total risk of their
business, and thus start
acquiring businesses in
industries they really know very
little about. The result can easily
be huge losses. At one time,
cigarette company managers
were keen on this. Modern
portfolio theory says that instead
managers ought to be concerned
only with what is called ‘non-
diversifiable’ risk - on the
assumption that most
shareholders will already hold
diversified portfolios.

(d) Sometimes managers
fancy building up
multinational empires, and
get involved in countries
about which they know very
little but to which it’s rather
fun to travel. Frank Knight
says people want an
‘interesting’ life. Managers
may, but on the whole
shareholders don’t. Like
Warren Buffett, they’re
content with a fairly boring
life, as long as it’s highly
profitable.

(2) A related area has to do with
size. Managers often seem to
think bigger is better.

(a) One obvious reason is that
managers’ pay tends to be
related to size.

(b) Aiming for market share
sometimes means increasing
sales without increasing profit.
The old Japanese approach was
said to be: first build up your
market share, then wipe out
competition and start reaping

huge profits. But many
companies don’t progress
beyond Stage 1. They ‘buy’
market share but never quite get
to the huge profits!

(c) Another example is dividend
policy. The key question is, who
can use the money best: the
company or the shareholders?
Michael Jensen suggests that
often managers choose to retain
too much profit in the business,
in order to give themselves
discretionary elbow-room, and
then fritter away shareholders’
money on various unprofitable
schemes. (So he favours high
debt ratios, to pre-empt a large
percentage of companies’
operating cash flow and
precisely to limit managers
discretion!)

(C) THE NATURE OF
COMPETITIVE 
BUSINESS

Now finally, and very briefly,
let me come to perhaps the most
obvious reason why many profit-
seeking companies actually make
losses. It isn’t so easy to make a
profit!  

It’s not easy to identify
precisely what people are going
to want to buy, and to get most,
if not all, aspects of the
marketing right: such as the

product itself, the packaging,
and the price. It’s thought that at
least 90% of new products fail.

In arranging the production
of tangible goods, an awful lot
can go wrong: the materials, the
workers, aspects of delivery. The
same applies to service
businesses. And identifying
product costs is something many
companies get wrong.

The fact is the future is
uncertain, and it’s not easy to
maintain enough flexibility and
elbow room to allow for that, as
well as constantly keeping alert
to spot when trends are
beginning to change. And I
haven’t even mentioned
competition, which is
continually trying to frustrate
your own efforts. Nor

government
regulation, which can
easily destroy your
business’s
profitability.

LET ME
SUMMARISE MY
MESSAGE.

There are several
different reasons why
profit-seeking
enterprises might

actually make losses, and I’ve
discussed three general
categories.

The first is accounting: failing
to allow for inflation;
unincorporated businesses
failing to charge a realistic salary
for the owner-manager; failing to
amortise purchased goodwill;
and finally, failing to charge
interest on equity capital. As a
result of all this, many businesses
that are reporting accounting
profits may actually be
making economic losses. 17
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I must admit I don’t have any
hard evidence to tell us whether
more than half of all companies
actually make economic losses
or not. And it wouldn’t be easy
to get it. My guess is that they
do, after the adjustments I’ve
referred to. But it is only a
guess.

The second set of reasons
stems from corporate finance
and the motivation of managers:
in acquisitions, managers may
be tempted to pay too much in
a battle of egos; they tend to
value size for its own sake; and
they may (unlike diversified
shareholders) be concerned
with total risk, hence overly
keen to get into industries or
regions they know little about in
an economically superfluous
attempt to diversify.

The third set of reasons has
to do with the nature of
competitive business. It’s not
easy to cope with all the
marketing, production, finance
and other problems of running
a business enterprise profitably,
especially in the face of
competition and governments.
The future is uncertain, which

means that the best-laid plans
often go wrong. Sometimes, by
the way, this may be simply as a
result of bad luck. Luck is
important in business, both for
good and ill.

Is there any great educational
implication in all this? If I’m
right, perhaps more of our
examples should be concerned
with things that go wrong,
rather than sometimes seeming
to imply that the normal result

of business is profit. I think
that’s too optimistic (one might
say, ‘unrealistic’) a picture.

David Myddelton is President of
the EBEA and Professor of Finance
and Accounting at the Cranfield
School of Management.

NOTE 

1. Explained in D.R. Myddelton:
‘On A Cloth Untrue: inflation
accounting, the way forward’
(Woodhead-Faulkner, 1984),
Appendix, pp. 123/4.18
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At this year’s EBEA
conference, a party went to
visit Old Trafford to look at
Manchester United’s
potential for teaching topics
in Business Studies. Agnes
Cserhati, with some support
from Jenny Wales, has
produced an activity based
on the the club’s strategy.

You will find the PowerPoint
presentation, which is
included in the activity, in
the members-only area of the
EBEA website.

WHY USE MANCHESTER
UNITED?

Students always respond well
to familiar contexts and
Manchester United is no
exception - even if students
support other Premiership teams.

If they do, there is a further
opportunity to transfer learning
to another context.

The club has resources
designed to support teachers and
welcomes students on visits. If
visits are planned in advance, the
club is happy to involve members
of the administrative staff with

particular expertise. The Annual
Report is particularly helpful.
This activity is based on the
strategy which is included in the
Report.

THE ACTIVITY - MISSION,
OBJECTIVES AND
STRATEGY

The lesson can be used in
Business Studies AS/A2/AVCE
classes. All materials in the next
pages are photocopiable

resources. All activities are
designed with differentiation and
learning styles in mind, in order
to cater for all students’ learning
needs.

LEARNING OBJECTIVES

1 To understand the concepts of
mission, objectives and 
strategy;

2 To understand the relationship
between the above concepts;

3 To provide an opportunity to 
carry out a small scale 
research and to present the 
findings in a business context.

KEY SKILLS

● Communication - brain 
storming, group discussion,
reading and collating 
information from different 
sources, and presenting the 
findings

● ICT - using website for 
research and using Powerpoint
for presentation

● Working with others - group 
work and gathering 
information

● Problem solving - allocating 
roles within the group,
deciding on which points 
to present and in what 
order

19
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RESOURCES 

● Teacher fact sheet - 2 pages

● Student fact sheet - 
Activity 2

● Teacher answer sheet - 
Activity 2

● Powerpoint presentation 
(5 slides) - Teacher resource

● ICT facilities for teacher 
presentation, student 
research and presentation

THE LESSON
Short Teacher Exposition 
(10 min)

Use the PowerPoint
presentation, which you will
find in its entirety on the EBEA
website. The slides lead students
through the initial theory and
into the context of Manchester
United.

Using PowerPoint Slide 3
teach the key aspects of the
theory. Here make the link to
Manchester United and
demonstrate the theory through
their mission, objectives and
strategy, using Slide 4.

GROUP ACTIVITY -
including presentation 
(30 min)

Students work in 5 groups.
Each group is to be allocated
one aspect of Manchester
United’s strategy. Hand out
“student fact sheet-group
activity” and clearly explain the
activity on it. Use “suggested
answer sheet” to check answers.

PLENARY (10 min)

Draw a conclusion on the link
between mission, objectives and
strategy using the information
researched by the students and
content of the lesson. Use Slide
5 to summarize the outcome.

GROUP ACTIVITY SHEET

The activity sheet (see page
21) gives students directions on
carrying out the group activity.
It suggests that if access to the
web is problematic, the relevant
pages can be copied and
handed out during the lesson.

SUGGESTED ANSWER

The answers provided (see
page 21) are a guide. Students
may develop a range of ideas
which go beyond these ideas.

You will find these two
documents on the website as
well as the PowerPoint.

Agnes Cserhati is Business
Studies Tutor at Esher College.
Jenny Wales is a Vice President of
the EBEA
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Andrew gave a talk at the
annual conference on this
topic and wrote the piece
below as a summary.

INTRODUCTION

Developing students’
evaluative skills is one the
greatest challenges we face as
teachers of A level Business
Studies. The ability to make
mature judgements is the key to
success for students at A2 - can
they decide which route a
business should take and defend
this viewpoint effectively? Can
they assess the case for and
against a particular course of
action and make a well
reasoned decision on what to do
next? Students need to think
through problems, being aware
of the importance of making a
judgement and not leaving
answers open ended and
general. These skills do not
come easily but are the result of
practice and training.

CURRENT PRACTICE

A student’s journey towards
effective evaluation usually has
three stages:

1. A belief that evaluating
simply means providing a
conclusion. This is often the
stage that students are at in
their first couple of terms of
their A level studies. Ask them
to define evaluation and they
will describe it as “summing
up” or “providing an
overview”. Typically their
answers end with sentences

such as “Overall there are
arguments for and against....”
or “Overall, there are many
factors to consider”.Whilst this
approach recognises the need to
stand back from their earlier
arguments it clearly does not
assess the relative importance of
different factors or consider
which one(s) are most
significant. It fails to think
about what really matters in this
particular question.

2. The second stage students go
through when developing
evaluative skills is to appreciate
that the answer “depends” on
something. Students begin to
appreciate that the most
important factor in an answer
will vary from situation to
situation and that the solution
to a problem depends on issues
such as the nature of the
business, the objectives of the
managers, the external
environment and so on. At its
most simplistic this approach
simply ends responses with a
long list of things that might
influence the answer: “it
depends on the firm, its
competitors and the short run
and long run”.

3. Stage three is a development
of the “it depends” approach.
Students now understand the
need to support their
arguments- “it depends on X
because.. “ This is clearly
stronger evaluation because it is
providing some justification for
the factors selected. However it
often remains learnt evaluation.
I have several students who will

produce this type of conclusion
regardless of the question. “It
depends on the resources
available to the firm because.. it
depends on the economy
because...”

This appreciation of
uncertainty is important - the
“answer” to any issue will
indeed depend on a host of
factors including who is being
asked, what is trying to be
achieved and what resources are
available. Indeed several years
ago I think this appreciation
that nothing in business was
definite was all that was
required by examiners for the
highest marks. It showed a
critical insight into the
importance of the particular
context of a business situation
and showed a degree of critical
thinking, especially if there was
some support provided.

THE LIMITATIONS OF
‘STAGE 3’ ANSWERS

Nowadays, however, we are
looking for students to make a
judgement that actually
provides a much clearer
“answer” to a question. It is 
all very well to say that there are
many things to consider but
ultimately you still want to
know what the firm should do.
Imagine you are the Board of
Directors and have asked a
consultant to report back on
some issue such as whether to
go ahead with a product
launch. If the consultant came
back and said that it is a very22
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difficult question and the answer
depends on many things - it
could be yes, it could be no -
you would probably refuse to
pay her fee.What you want is to
know whether or not to go ahead
- that’s what you are paying for.
By all means the consultant
should flag up the various issues
involved but what is her view:
yes or no? This willingness to
commit is surely what is
required for effective evaluation:
the ability to make a real
recommendation rather than
leave the answer very general.
Imagine you’re advising students
on where to go to university.You
could tell them that it depends
on their interests, whether they
like a campus, whether they
prefer a modular course, what

their academic strengths are,
whether they like big cities and
so on. All of these are relevant
factors and you could explain
why they matter. However if all
you do is raise these issues you
have not actually advised these
particular students on what they
should study or where they
should go - you have simply
highlighted things they should
consider. To really be of value to
them you need to understand
them as individuals so you can
name an actual place and course
that would fit with each of their
ambitions, skills and interests.
The “solution” would probably
be different for each one.

Good evaluation is therefore
rooted in context - it cannot be
in a textbook or taught simply
by giving notes. It requires
thought, debate, questioning and
challenge.

Imagine a question “To what
extent should Boots plc invest
more in its marketing?” It is
perfectly possible to answer this
using general “off the shelf
evaluation” - it depends on how
much money it has, what others
are spending, whether the
marketing is effective - but good
evaluation can only come if you
understand the particular
problems of Boots - what is the
underlying cause, what options
does it have, what are its
managers like?. This is why
students need to root their
answers firmly in the case study:
for this particular firm at this
moment in this particular
situation is more spending on
marketing the answer? You need
to know what its spending has
been, what’s been going wrong.
You need to know about the
business, its history, its
competitors, its environment. In
exams this means students need
their evaluation to come from
their understanding of the
peculiarities of the firm, its
managers, its culture, its needs,
and not just take a line of
argument out of a book.
Everything relies on a sense of
the specific.What you would do
to transform your school or
college is different from what I
would do at my college.What
one political party would have to
do to win the next election is
different from what another
would require.What Boots has
to do is different from B&Q.

HOW TO DEVELOP
EVALUATIVE SKILLS

I would suggest the following
process:

1. Continually reinforce the fact
that evaluation cannot just be
learnt - students need to think
about what actually works, what
is really appropriate, what is
practical.Your role is to
challenge and not just accept
“standard” lines of judgement.
Students need to think through a
specific problem.

2. Make sure the tasks we set are
evaluative, forcing students to
justify the “best” course of
action, the “right” choice, “the
most significant” factors. In all
we do at A2 we should seek for
students to make these kinds of
judgements.When setting a
SWOT analysis, what are the
two major strengths, weaknesses,
opportunities and threats? When
setting a PEST analysis, what are
the three most important
external factors?

3. Always set questions that have
a context and always, always
question why students think
their solutions work for the given
situation. Do not accept an
answer that could apply to any
firm.

4. Encourage students to read,
listen and watch business
programmes to develop a
genuine feel for the differences
in business situations that they
can draw on in their answers.

Andrew Gillespie  -  Principal
Examiner for AQA Unit 5W Business
Studies, Head of Business Studies
d’Overbrook’s College, Oxford and
lecturer at Oxford Brookes
University 23
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BASIC OUTLINE

Earlier this year, Biz/ed
released a new resource
aimed at developing
understanding of cash flow.
This resource incorporates
animations to illustrate key
points in understanding cash
flow and enables students to
manipulate variables in
order to manage the cash
flow of a small but growing
virtual business. During the
course of the year, external
events may occur which
students have to take into
account in their planning
and management.The aim of
the simulation is to maintain
a positive or neutral cash
flow throughout the year; in
real life this would allow the
business to survive and
trade for another year!

The resource not only covers
the basic principles of cash flow
but also incorporates a range of
other business concepts and
skills. These include the effect of
interest rates, using overdrafts as
sources of finance, exchange
rates, government fiscal changes,
price elasticity of demand, and
numeracy skills.

BACKGROUND TO THE
RESOURCE

The resource consists ofs:

● The Cash Flow simulation 
home page 
(http://www.bized.ac.uk/learn/
business/accounting/cashflow/
simulation/index.htm)

This outlines the nature of 
cash flow and introduces the 
key concepts involved - fixed 
and variable costs, the issues 
of time taken to generate 
revenue and the unpredictable
nature of revenue flows.

● Animations of Cash Flow 
situations - three separate 

pages show animations 
illustrating different cash flow 
outcomes. The first shows 
positive cash flow 
(http://www.bized.ac.uk/learn/
business/accounting/cashflow/
simulation/positive.htm), the 
second, stable/neutral cash 
flow 
(http://www.bized.ac.uk/learn/
business/accounting/cashflow/
simulation/stable.htm) and the
third, negative cash flow 
(http://www.bized.ac.uk/learn/
business/accounting/cashflow/
simulation/negative.htm).

● The model used to illustrate 
the difference between a stock

Using an interactive resource in
the classroom

ICT on line
Andrew 

Ashwin

The model used to
illustrate the
difference between
a stock and a flow
in relation to cash
flow.



and a flow in relation to cash 
flow.

● A brief outline of the fictional 
business and a list of the 
learning outcomes in general 
terms.
(http://www.bized.ac.uk/learn/
business/accounting/cashflow/
simulation/intro.htm).

● The game itself 
(http://www.bized.ac.uk/learn/
business/accounting/cashflow/
simulation/game.htm). This 
gives some background 
information about the nature 
of the game and key 
information that students will 
need to help them plan and 
manage their cash flow 
effectively. Students are then 
asked to use the key 
information to fill in the cash 
flow forecast for the year.
Once submitted, students are 
advised whether their 
calculations were correct and 
(if correct) have the 
opportunity to make changes 
to their business in light of the
cash flow forecast for January.
Subsequent pages advise 
students of the monthly 
outcomes of their decisions 

and the cash flow forecast for 
the following month.

● Students repeat the process 
through the twelve months of 
the year (assuming their 
business is not declared 
bankrupt).

THE PROCESS

In planning and managing the
cash flow, students are presented
with a range of factors that they
can change. Students also have
to consider the effect of external
factors that occur at random
times throughout the year and
which they must take into
consideration in their planning
and management.

Each business decision that the
student takes has an associated
link, which offers a brief
explanation of how changes in
that factor may affect the
business. For example, the price
of the product can be varied
between £15 and £55 but
students are told that they must
take into consideration the price
elasticity of demand (which has
been set at -1.5) when deciding
on price changes.

External factors that may
occur include changes in interest
rates, exchange rates, the
minimum wage, consumer
demand and fuel costs. Changes
in these factors could occur at
any time or indeed not at all
during the course of the year.
When they do arise, the student
is provided with a link to help
explain the implications of the
event for the business. For
example, since the business
sources its raw materials (pots in
this case) from Europe, they are

affected by changes in the
exchange rate between the £ and
the euro. Students are offered an
explanation of what the impact
might be and what they should
consider in their planning as a
result.

At the end of the twelve-
month period, students receive
feedback on their performance.
If they have been successful, the
performance is outlined through
the provision of charts showing
both the forecasted and actual
cash flow and the forecasted and
actual closing balances. Students
can also download the details of
their performance as a Comma
Separated Value (CSV) file
enabling further analysis (via a
suitable spreadsheet package) or
submission to a teacher.

Throughout the period of the
year, the student is given
feedback on the current cash
flow situation and the forecasted
cash flow for the next month. If
the student is not able to
maintain a cash flow balance
that is neutral or less than 
-£5,000 for two months in
succession, the student will
receive a warning notice of the
seriousness of the position and
will learn that the creditors are
putting pressure on the firm to
address its financial position. If
this advice is ignored or the
remedial measures implemented
are unsuccessful, the firm will be
closed down by the creditors. In
such a situation, the student
receives feedback on why this
has happened, can download
details of their performance in
CSV format and has the
opportunity to play the game
again without inputting the
initial cash flow forecast. 25
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USING THE RESOURCE
IN THE CLASSROOM

The cash flow resource needs

to be examined prior to use in

the classroom by teachers since

it is important that they are

familiar with the layout and

structure of the game.

More detailed instructions

about the game are available on

the site

(http://www.bized.ac.uk/learn/bu

siness/accounting/cashflow/simu
lation/instructions.htm).
Familiarity with the game allows
the teacher to plan the number
of lessons that will be devoted
to it, whether it will be used
with students on an individual

The basic layout of the Cash Flow Simulation [b1].



basis, in pairs or small groups or
as a whole class exercise. It is
recommended that groups of no
more than three students are the
most appropriate for this
exercise; this will ensure that
each student plays some part in
the decision-making process.
Once this familiarisation is
carried out, the teacher can
decide where to locate the
resource within the scheme of
work.

When beginning to cover the
issue of cash flow at all levels,
the resource can be used in
different ways. If the students
are covering cash flow as part of
GCSE studies, the animations
can be used via an interactive
whiteboard to illustrate the
concepts of stock and flow. The
teacher may decide not to use
the whole resource with students
at this level although there is no
reason why, with a bit of
guidance, students at this level
will not benefit from playing the
simulation.

For students in the 16 - 19
range, the resource can be used
not only as an introduction to
cash flow but also as a detailed
piece of work on the subject.
Students can be given an
introduction by the teacher, have
a quick run through to ensure

they are familiar with the layout
and requirements (this could be
done by simply submitting each
month’s cash flow without
making any changes although it
is likely that the business will be
closed down!) and then be set a
more detailed task.

The teacher could ask students
to ensure they plan and predict
the effect of their changes on the
forecasted cash flow before
submitting. Such a strategy will
give students the chance to
discuss, work through different
possibilities, and consider the
consequences of their decisions
as well as building confidence
with the use of numbers.

Some students might, for
example, feel that reducing the
number of vehicles is a good
strategy, especially in the early
part of the year and can put
forward convincing financial
reasons for their argument,
whereas other students may
believe that price is the key to
raising revenue and improving
the cash flow. Students in this
latter group would have to
demonstrate a familiarity with
price elasticity of demand to
support their argument.

In addition, the resource could
be introduced as a competition
with students competing
individually to see who can be
the most successful - a small
prize might help! However, the
teacher would have to make
clear the basis on which the
winning entry will be judged.

The resource can be
supported by referring to the
Cash Flow Learning Trail
(http://www.bized.ac.uk/learn/bu
siness/accounting/cashflow/trail/c
ashflow.htm) which is suitable
for students at both GCSE and
A level and by using the

‘Between the Sheets’ series of
Microsoft Excel based
spreadsheet activities
(http://www.bized.ac.uk/stafsup/o
ptions/sheets/acc_index.htm).

SUMMARY

This resource is a valuable
addition to teaching this tricky
subject area. One key aspect is
that the scenario of a small but
growing business means that
students can begin to
understand the difference
between profit and cash flow - a
regular source of confusion on
exam responses.

The company in the
simulation has been designed so
that at the end of the year, even
though the company has
managed its cash flow, it is still
operating at a loss. This allows
the teacher to be able to develop
the use of the resource by linking
it to break-even (see our
resources on break-even at
http://www.bized.ac.uk/
educators/16-19/business/
accounting/lesson/
breakeven.htm). Students and
teachers could also discuss how
the business in the simulation
might develop in the future,
what its options are, and what its
strategies might be as it grows.
Students could also do a SWOT
analysis of the business and use
product portfolio analysis
(http://www.bized.ac.uk/
educators/16-19/business/
marketing/lesson/portfolio.htm)
to analyse the position of the
business.

Andrew Ashwin
Content Developer
Biz/ed  ILRT
University of Bristol
8 - 10 Berkeley Square
Bristol BS8 1HH
a.ashwin@bized.ac.uk 27
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Sue Turner always welcomes
resources of all types for
review. If you have any
learning materials that you
would like evaluated please
contact her at the address
published in editorial panel
on page 1.

Rethink, Refuse, Reduce...
Education for sustainability
in a changing world, Ken
Webster, Field Studies Council
Publications, 2004, 116 pages, £15
+£2 p&p, ISBN 1 85153 286 2.
Contact FSC Publishing, Preston
Montford, Shrewsbury, SY4 1HW,
01743 852140.
More information at www.field-
studies-council.org/publications/

Ken Webster has produced
various publications of interest
to business and economics
teachers. This book is a little
different, in that its focus is on
education for sustainable
development (ESD) in whatever
part of the curriculum this may
appear. It is very timely in that
QCA and the TTA are placing
increasing emphasis on ESD in
both the curriculum and initial
teacher training.

The overall objective of the
book is to look at ways in which
teachers can make unsustainable
actions more clearly visible to
students. Obviously, ESD has
particular resonance with
geographers but there are many
issues to be faced in business
and economics courses that
require a sustainability

perspective. This book will
inspire teachers who want to
foster understanding of the
relevant issues in the context of
the courses they teach.

There are many topics in both
subjects that lend themselves to
the inclusion of discussion on
sustainable development. For
example, if the exam will ask for
evaluation of a particular course
of action, the candidates need
not wait for an environmental
prompt. They can deepen and
broaden their answers by
showing awareness of the
sustainability of the course of
action they are considering.

This book is not a rescue
operation for a teacher who has
to have a scheme of work sorted
out by the morning. Rather, it is
a book to be read during the
summer break (not perhaps on
the beach, but before the
pressure builds up again). It
thoughtfully presents a wide
range of ideas as to how teachers
may introduce issues relating to
sustainability. These can be
adapted to suit the courses for
which the reader is preparing to
teach. There is an intriguing and
fully developed activity on
McDonalds that is
recommended for use in
Science, Citizenship or PSHE,
with an age range 12-19.
Teachers can make a selection
based on the needs of their own
students. I would use this to
introduce business responsibility
as a topic, selecting stimulus

material appropriate to the age
group in question.

The cartoons and quotes
which are presented as stimulus
material cannot be photocopied.
However, quite a number of
them have web addresses which
make them accessible. Some
excellent quotes are short
enough for even the busiest
teachers to key in themselves.
Similarly some very usable
information bites are included
and these too can be built into
an activity sheet or a
presentation. All the information
in the book is carefully sourced
and the bibliography is up to
date and wide ranging. If you
are producing a Powerpoint
presentation for a lead lesson,
with or without live links, you
will find a lot of help here.

Ken is at pains to avoid the
doom and gloom approach. Due
weight is given to the progress
that has been made, without in
any way engendering false
complacency. Personally, I found
it a most encouraging book to
read. If you are hoping to
persuade colleagues to be a bit
more pro-active in this area, read
it and feed them some of the
ideas. If you are a teacher
trainer, use it to help you with
the TTA’s ESD requirements.
Some PGCE students could use
it as a source of support when
working on a dissertation. There
are many areas where it has
something of relevance to offer.

Nancy Wall



BTEC First Business by
Carol Carysforth and Mike
Neild. Heinemann ISBN
0435401386, 408 pages.

This book contains the 3 core
units and 3 of the available
specialist units, making it
possible to teach the whole
course if you have planned to
teach the course around a
textbook. The layout and style is
mostly student friendly, though
there are sections where the
amount of reading can put
weaker candidates at a
disadvantage.

I was disappointed that not all
the units we had chosen were
included in the book and we had
to wait for the accompanying
tutor file for unit 9. Despite this,
each unit is covered
comprehensively and this did
give us the confidence that we
were delivering the course at the
right level. This was an
important positive point about
the book as we were all new to
BTEC teaching, having just
moved away from GNVQ
Intermediate for our one-year
sixth form course.

The ‘Over to You’ sections
provide good activities for group
work and allow personalised
learning to take place once the
section has been taught. It was
refreshing to find that the focus
of these sections was working in
various size groups.We found it
very useful, especially at the
beginning of the year when
students were not that familiar
with their peers, to use these
short activities with varying
groups of students to allow them
to get to know each other and to

learn to work in many teams.We
have found that they soon
became used to moving around
the group and very quickly
learned each other’s strengths.

The section reviews provide
good activities for groups of
students to test their
understanding of the theory
contained in the unit. It was
easy to pick out the concepts
that needed to be reviewed or
revised with the class prior to the
assignment being set.

The ‘Business Matters’ boxes
were very useful as they
provided real examples of the
concepts being taught and we
found them a good starting
point for further research
activities. These short sections
were also excellent starting
points for class discussion and
debate about the issues/concepts
being taught at that time. Once
students had looked at this
section, usually together with
staff in the classroom, it was easy
to ask them to go away and find
out similar information about
their own chosen business. This
meant that by the time we
actually set assignments much of
the groundwork had been
completed. This also gave the
students the confidence to
question their businesses in a
way that gave them the right
information for their tasks. The
students made good use of the
Richer Sounds StudentZone for
units 1, 2 and 3, especially the
finance sections, which bring
some reality into a topic they
find difficult.

The occasional ‘talking point’
sections provide a good start for
a proper class debate. It was easy

to give each team one of the
statements to research and let
them go away and write an
argument.We also used these in
a slightly different way by asking
each team to prepare a
PowerPoint presentation of their
argument, helping with the skills
they need in other areas of the
course but in a more non-
threatening way. Part of the
enterprise unit requires them to
present a business plan and
answer questions; having
practised these skills in a group
situation, we found they were
happy and confident when being
assessed.

There are many references to
associated web sites for each
topic and this helped with the
planning of more student
centred lessons. Asking students
to research and report back on
their findings produced much
better results than expected as
the links had usually been well
planned and provided the right
information for the task.

Overall, the book is good value
for money and is complemented
well by the tutor file and CD.
The file is, as always with
copyright free materials, quite
expensive, but a must if you
choose the units omitted from
the book. The only criticism I
would make is the amount of
prose can be a major hurdle for
a weaker candidate and parts of
the book would have benefited
from more illustrations or
pictures to make it more
welcoming for some students.

Claire Emery, Head of
Business Ed, Barr Beacon
Language College, Walsall.
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Macroeconomics - a
European Text  (fourth
edition) By Michael Burda
and Charles Wyplosz OUP 
ISBN 0-19-926496-1 576p.

I found this an invigorating
but difficult book. The foreword
does not make it clear who is
the target audience. In my view
it is much too difficult for “A”
level students and probably for
most undergraduates. There is a
lot of technical and
mathematical explaining which
would put off many budding
economists.

As the subtitle suggests,
there is a strong European
emphasis. This is reflected in a
large amount of data in figures
and tables from different
European economies. The
authors believe that the
European economies have
distinguishing features but that
macroeconomic fundamentals
are global in scope.

The content is substantial,
covering the expected
macroeconomic topics. It tends
to assume a lot of basic
knowledge and understanding.
For example, it uses data on
investment as a % of GDP to
illustrate the rate of saving
when discussing the relationship
between savings and growth of
GDP/capita.Without a
thorough grounding, much of
the text is difficult. I learned
some new things - unsterilized
foreign exchange markets,
undampened  oscillations in
business cycles, and
propagation channels (which I
previously thought was a
gardening technique!).

This book is attractive
looking and colourful. It is
divided into seven parts, which
in turn are subdivided into
chapters. Each chapter starts

with an overview and ends with
a summary. Most of these are
useful although I did find the
overview on monetary policy
unconvincing because of its
failure to refer to the
relationship with fiscal policy.

The text is broken up with
plenty of boxes and tables. At
times the graphs and figures are
overdone - for example, a half-
page figure showing the trading
hours of over twenty stock
markets around the world, by
Greenwich Mean Time, seems a
bit nebulous to me. Key
economic concepts are
highlighted in red and outlined
in the glossary, as well as being
cross referenced to other
relevant chapters.

In the authors` own preview
of the book, they believe “it is
best first to understand the
broad areas of consensus” and
concentrate on the common
ground although they present
most of the important
disagreements among
economists as well. Thus, the
content covers the usual
macroeconomic themes,
relationships and issues. Given
the European angle, it is
probably a useful text for tutors
of European Studies degrees,
which have a heavy emphasis
on mathematical economics.

The foreword for the book
explains that this fourth edition
has been streamlined and
simplified, with less
mathematics, as a result of a
poll of textbook users. In my
view even more pruning of
algebraic functions would have
been useful, as there are too
many equations which add little
or nothing to the written
explanations and thus do not
help understanding.
Furthermore, the authors claim
the book is “now more

accessible without sacrificing
rigour”. There has also been
significant rewriting of some
chapters and updating of
statistics. In addition, there is
now a dedicated companion
website which is free to access.
Despite these features, I found
it demanding, more than
illuminating. For example, the
section on “Ricardian
Equivalence” seemed to
complicate a simple proposition
and was fairly typical of a
tendency to make Economics
more difficult than it is. I do not
mind the use of acronyms but I
could not discover what NPISH
meant!

There is a tendency in this
book, as with many new
editions, to perpetuate old
theories without questioning
their relevance to the 21st.
century. For example,
Friedman`s   Permanent
Income theory should surely be
questioned in our credit-driven
society when saving tends to be
cyclical, irrespective of a
consumer`s  age.

As a political economist, I
found some of the comments
on political influences on
Government decision making a
shade naïve but I could
appreciate that the European
dimension made generalisation
difficult for the authors.
However, I have no sympathy
with any writers who include
exercises (and essay questions)
but do not provide the answers.
That feature makes it less useful
for students, although their
teachers might find the theories
and their technical expositions
helpful. However, on balance I
would not recommend it to “A”
level teachers, for the
reservations that I have outlined
throughout this review.

Keith West
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The Challenge of Change -
Fifty Years of Business
Economics - editor: Jim
Hurst

A PARTIAL REVIEW

I have to say that I was a bit
disappointed with “The
Challenge of Change”. It did
not quite live up to my
expectations. This book has
been written to celebrate 50
years of the Society of Business
Economists and, though I was
not quite sure what to expect, I
was looking forward to
understanding more about the
role of economists in the
business world, and hoping that
I might learn and gain a
different perspective on current
issues facing business
economists. I should also reveal
my own biases. I have never
quite shaken off a view formed
in my university days in the
1960s that economists bang on
about stuff that is either (a)
obvious (b) unnecessarily
complex or (c) lacking in any
empirical validity.

Having set the scene, what
did I learn from the
contributions of 13 learned
economists? The short answer is
“Not much”. The most
interesting contribution is that
of Donald Anderson who
described the developing role of
business economists and it was
fascinating to discover that in
the 1950s the emerging SBE
determined to invite outside
speakers from political and
alternative schools of thought
in order to stimulate debate and
understanding and the
widening of its remit into early
think tank activity designed to
provide an economist’s view of
development in particular

industries; for example the
motor industries suppliers study
group. In the 1970s the society
was becoming increasingly
influential but its fortunes were
hit by the election of Thatcher
in 1979. The bulk of the work
of the society had been taken
up with issues relating to the
manufacturing sector and when
this went into steep recession so
did SBE - 40 percent of its
members were made redundant
and its finances took a
hammering.

It took a long time for the
SBE to regain its importance as
it refocused its energies to
support the growing financial
services sector, and to concern
itself more with monetary than
fiscal matters.

This brief history is reflected
in the other contributions. A
significant number engage in
reflecting the economic ups and
downs since World War 2, and
most appear to be paid up
members of what might be
described as a neo classical
liberal orthodoxy i.e. markets
and competition are good,
government intervention is bad
and the British economy has
prospered in the last decade
because of supply side
initiatives to limit trade union
power and privatise.What I find
disappointing is that this
volume contains little challenge
to this way of thinking. There
are some exceptions. David
Pearce offers an interesting
examination of the extent to
which businesses might be
judged to be socially
responsible, while Richard Holt
acknowledges that market
liberalisation does not
necessarily always work and
goes on to produce a succinct

analysis of the changing role of
fiscal policy.

I could go on but need to
keep my prejudices in check. It
was interesting to learn about
the changing role of economists
in business but the
contributions tend to be
repetitious and lacking in real
bite or insight. It seems a shame
that the original intentions of
the SBE to promote a wider
and more challenging debate
have not been reflected in this
publication.

Chris Vidler

Improving Differentiation
in Business Education 
Meeting Learners’
Individual Needs
Success for All
Produced by the Department for
Education and Skills Standards
Unit and available free 
to all schools and colleges
www.successforall.gov.uk

The materials in this set of
resources are intended to
support continuing professional
development. There are two
packs, one a guide for teachers,
trainers and managers, the
other a set of materials for
learners demonstrating practical
differentiation. The fact that 37
schools, colleges and training
establishments are listed as
having helped to pilot the
materials is indicative of the
sheer volume of the work
produced. I first became aware
of the packs when called to the
school entrance to remove an
obstruction; the obstruction was
caused by a sizeable parcel,
which turned out to
contain both packs and 31
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required the exercise of
considerable muscle power for
transportation to the
Economics and Business
Department.

At first acquaintance, the
packs can be somewhat
overwhelming in their range
and lay-out. For most busy
teachers, the lesson plans and
activities themselves will be of
greatest interest. For
completeness, the hard copy
ring-binders are backed by
DVD, video and CD Rom. It is
apparent that a very
considerable amount of work
has gone into the production.
For this review I will
concentrate on the teaching
materials. However, before
doing so, the issue of
differentiation itself merits a
few words. The CPD pack
both defines the term in detail
and provides a rationale for
using differentiation in
teaching, before suggesting how
techniques such as questioning
might best be used. In my
experience, differentiation is a
difficult concept at the chalk
face; when mentioned it tends
to cause a degree of
consternation at the sheer task
of providing a variety of tasks,
assessments, learning styles etc
to meet every need. The
definitions provided reinforce
this feeling: ‘the process of
identifying with each learner,
the most effective strategies for
achieving agreed targets’ or
‘selecting appropriate teaching
methods to match the
individual student’s learning
strategies within a group
situation’ or ‘provide an
environment in which all
learners have the opportunity to
experience success’. The lesson
(or session) plans aim to
provide models of how to turn

these definitions into practice.

There are ten teaching and
learning sessions with plans,
commentaries and covering a
range of business topics, some
of which are seen as ‘difficult’
or ‘boring’ to teach. Case
studies describe how the
materials were used and give
responses from teachers and
learners. The following will give
an idea of the range:

Market Research (for AVCE
or AS Business Studies). The
session plan includes buzz
groups, group feedback,
categorization, paired learning,
directed questioning, graduated
questions, peer assessment
supported by handouts and
cards for the classification
exercise. Phew!

Balance Sheet Bingo (for
most Business courses where
this topic arises). As the name
suggests, bingo cards are
provided containing items from
a balance sheet. Definitions are
read out randomly from the
teacher bingo sheet, first learner
to complete their card wins or
learners can work in pairs.
Backed up by directed
questions. Probably best used
for revision or consolidation.

Fuzzy Finance (for learners
on NVQ Level 2 programme).
This is a variant of the good
old fashioned fuzzy felt game,
where more modern magnetic
strips are used to build up a
picture of double entry book-
keeping and the basics of a
balance sheet. Magnetic board
and strips with terms provided.
Teachers might want more than
the one board provided in the
kit.

Critical Path Analysis (for
students of A2 Business
Studies) Building a critical path

through supported activities.
Cardboard nodes, arrows etc.
provided.

What struck colleagues was
not in fact how different the
activities are. In fact, they are
just like strategies we have used
for a long time. The difference
is that while we have used post-
its, felt pens and coloured
paper and card, these materials
arrive ready-made and rather
more slick, with suggestions for
interactive whiteboard.
Certainly they look very
attractive, not to mention
expensive. Most are easy to
use, though even easier were
the instructions included in the
activity pack rather than in a
separate ring-binder. They can,
as the pack suggests, be
adapted to one’s own pupils.
The good news is we have
decided that we’ve all actually
been differentiating in our
classrooms, sometimes calling it
active learning. It seems to
mean using methods which
allow all of our students to
participate successfully.While
not complacent, we feel rather
reassured!  

For most Business
departments, it will be worth-
while having a copy of the
standards unit pack. However,
as the pack makes clear, the real
purpose is to improve
classroom practice and
encourage reflection on
techniques to facilitate
participation by students of all
abilities and backgrounds: in
other words, a tool for
departmental meetings or staff
inset. It should be seen as this,
rather than as a traditional
source of lesson materials.

Sue Turner
Reviews Editor
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Business - BTEC National
Dransfield, Richards, Guy
and Dooley
Pub. Heinemann   406pp
Price  £19.99
ISBN 0435 455354

This book is endorsed by
Edexcel and covers all six core
Units and four of the specialist
Units in the Level 3 BTEC
Business qualifications -
National Award, (Six Units),
National Certificate (Twelve
Units), and National Diploma,
(Eighteen Units). The wide
range of availability of specialist
Units means it is unlikely that a
single text will cover them all
and the authors have chosen
four Specialist Units from those
which are key areas of business
operation and are also likely to
be the most popular. These are
Finance, Marketing,
Recruitment and Managing
Teams. It does mean that other
texts would be needed to fully
cover the Certificate and
Diploma Specialist Unit
requirements. A Tutor Resource
File containing photocopiable
materials and a CD-ROM is
also available for £85.00.

The book is clearly laid out,
though the mix of double and
single columns, photographs,
tables and suggested activity
boxes makes it appear a little
fussy and the thread of the
written text is often disrupted.
The book attempts to provide a
resource which will enable
students to successfully navigate
through the course assessment
method, which is largely
completing internal
assignments. There is
knowledge and information
content, which matches the
grading criteria for each Unit,
and this tends to be at an

outline rather than a detailed
level. Teachers/lecturers would
need to support the text with
other activities, though it is a
sound basis for a checklist when
completing the basis for
assignment work. The text is
interspersed with Thinking
Points (Questions), Practice
Points (Practical Tasks), and
Case Studies, all of which are
relevant in developing
understanding. Judicious
selection of these in relation to
the way the course is structured
in each institution would be
needed but there is plenty to
choose from. They provide
ideas for activities which can be
adapted or developed if
required to meet specific sets of
circumstances 

The end of each Section
features an Outcome Activity
which may be used as
assessment assignments, though
I feel most teachers would find
these not detailed enough, as
they often merely re-state the
grading criteria, but they do
provide ideas for generating
assignments. There are also
sections giving Key Terms and
End of Unit Tests, which can be
used to check learning. There is
a glossary and an Index at the
back and taken as a whole each
Chapter gives comprehensive
coverage of the essential content
and skills needed for success.

A real strength is that the
Unit Chapters follow the
Specification Content closely
though this means that there is
little opportunity for discursive
comments or open-ended
discussion. Each topic is
presented very much to the
point in a compact informative
manner, though this means the
sections read like a series of
statements, with implications

not always pursued. However,
the declared purpose is in
relation to meeting the grading
criteria and if students
internalise the content they will
find they have all they need to
function at the Level
appropriate for them. This
assumes appropriate successful
teaching strategies for
developing applications of
concepts and for assisting
students to complete successful
assignments.

The book lends itself to being
used in a variety of ways
depending on the way a course
is structured and on the
learning styles of individuals. As
a basic text taking students
through the requirements of the
specification, as support for
class and individual activities, as
a source of relevant activities or
as a checklist for coverage of
the grading criteria it would be
very helpful as it matches the
specification so closely. In
particular, a person new to
delivering BTEC National
courses would find a wealth of
useful detail and information.

I feel that the book is well
worth purchasing as a resource
for staff and students for the
Units it covers. It provides the
necessary motivating content
and suggestions for developing
the ability to produce sound
assignments which match
criteria, without being
prescriptive.

David Milner
Higher Education 
Co-ordinator
Thomas Hardye School
Dorchester
Dorset 
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