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Inflation was a major problem for the UK
economy throughout the 1970s, 1980s and early
1990s. UK inflation was high and volatile and
above the average level experienced by other
major economies (see Figure 1). The need to
curb inflationary pressures also added to the
length and depth of three major recessions over
this period.

Since the mid-1990s, UK inflation performance
has improved greatly. Inflation has been low
and stable, creating a much better climate for
business, employment and economic growth. For
over a decade now, the responsibility for
maintaining low and stable inflation in the UK
has rested with the Monetary Policy Committee
(MPC) of the Bank of England. This article
describes how the MPC operates, how it comes
to its decisions and some of the challenges the
committee currently faces.

Figure 1: UK and G7 inflation

Source: OECD and ONS
Note: Inflation measured by CPI; consumer
expenditure deflator for UK before 1976

The UK monetary policy framework

The current framework for UK monetary policy
has been in place since 1997, though some
elements of it go back to the early 1990s. When
Labour came to power in May 1997, Gordon
Brown – the incoming Chancellor of the
Exchequer – immediately announced that the
Bank of England would in future set interest
rates independently of government to deliver
price stability. This move reflected the relatively
successful track record of independent central
banks elsewhere, including the US Federal
Reserve and the German Bundesbank, in
delivering low inflation and economic stability.

The 1998 Bank of England Act sets out in
detail how the UK monetary policy framework
operates. There are three key elements.

● The monetary policy objective 
of the Bank of England is to 
achieve price stability, as 
defined by an inflation target 
laid down by the government.

● The MPC sets the short-term 
interest rate (the Bank Rate) to 
ensure that inflation remains at
or close to the target.

● Accountability to the public 
and to Parliament is ensured by
the publication of regular 
inflation reports, the minutes 
of MPC meetings, and an open 
letter if inflation deviates 
significantly from its target 
rate. Committee members also 
make public speeches to 
explain their judgements and 
appear before Parliamentary 
select committees.

A Level Economics DR ANDREW SENTANCE

5Teaching Business & Economics

How the Monetary Policy
Committee controls UK inflation



A Level Economics

Price stability and the inflation target

Price stability brings great economic benefits. It
underpins economic stability more generally and
enables the market economy to function
efficiently. Price stability helps firms and
individuals to plan ahead and make sound
investment decisions, creating a much better
climate for economic growth and job creation.

In practice, price stability has come to be
defined in terms of a low and stable inflation
rate – inflation which is so low that it is not
really noticeable. The UK inflation target is
confirmed each year by the Chancellor of the
Exchequer, usually in the annual budget
statement. Since December 2003, the target has
been to achieve an annual rate of inflation of
2% as measured by the consumer prices index
(CPI).

Keeping the inflation rate close to the 2%
target reinforces public and business confidence
that price stability will be sustained, though it is
not realistic to try and hit the target precisely at
all times. Rather, the MPC aims to keep inflation
as close as possible to 2% without creating
undue instability in the economy.

If inflation moves more than one
percentage point away from the target on either

side, the Bank Governor is required to explain
publicly – in an open letter to the Chancellor of
the Exchequer – why this has happened and how
inflation will be brought back on track. Only one
such letter has so far been written, when
inflation reached 3.1% early in 2007. This is
much less frequently than commentators
expected when the MPC was established a
decade ago.

How the Monetary Policy 
Committee works

The Monetary Policy Committee consists of nine
members. Five are from the Bank of England,
including the Governor who chairs the
committee. Four external experts are appointed
by the Chancellor, with relevant
academic, business or
financial experience. The
MPC meets monthly over
two days, usually on the
Wednesday and Thursday
after the first Monday of
each month. The interest
rate decision is announced
at noon on the second day.

6

Market rates

Asset prices

Expectations/
confidence

Exchange rate

Official
rate

Domestic demand

Net external demand

Total demand
Domestic

inflationary
pressure

Import
prices

Inflation

Figure 2: The monetary transmission mechanism

Mervyn King,
Governor of the
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The committee relies on having the best
and most up-to-date data and analysis to inform
its judgements. On the Friday before each
meeting, the MPC is briefed by Bank of England
economists about the latest economic data,
including business survey information as well as
official economic statistics. This meeting also
includes a report from the bank’s agents around
the country, who meet with businesses on a
regular basis. This view from “on the ground”
provides a cross-check on the wide array of
statistical information the committee looks at.

However, understanding the current
position of the economy is only one ingredient
in the judgements that committee members
must make. Financial markets, asset prices, the
exchange rate, expectations of the public and of
business, and the level of demand, are all key
elements in how monetary policy changes
influence inflation. Figure 2 shows the main
linkages, and the importance of each can change
over time. These interactions mean that interest
rates affect the economy with a delay and the
full effects of an interest rate change on
inflation can take up to two years.

In setting interest rates, therefore,
the MPC has to base its decisions on the
future outlook for inflation – once
interest rate changes and other
influences have worked through the
economy. To help with this, the
committee uses economic models
developed by Bank of England staff,
which are used to produce regular
forecasts for economic growth and
inflation. These are published quarterly
alongside a detailed analysis of the
economic outlook in the Inflation
Report.

The Monetary Policy Committee
does not try and reach consensus.
Instead, interest rate decisions are the
result of a vote, and there have been
many occasions when the view of the
committee has not been unanimous. That
reflects the lively debate within the committee
and the difficult judgements which monetary
policy throws up. The minutes, which are
published two weeks after the meeting, give
details of the voting and provide a full account
of the policy discussion, including differences of
view. 

Current monetary policy challenges

Over the past decade, the Monetary Policy
Committee has had a good track record and
inflation has been kept close to target. Economic
growth has also been remarkably steady. The UK
has been growing at a healthy rate, which has
allowed a sustained fall in unemployment since
the mid-1990s.

The challenge facing the committee is to
sustain this record of success in controlling
inflation. The UK economy can be buffeted by a
wide range of shocks – particularly from
overseas. In the late 1990s and early 2000s, the
committee had to deal with a series of negative
demand shocks from the global economy. This
added to the downward pressure on prices from
a shift in global production to lower cost
locations, such as China. The MPC reduced
interest rates to offset the negative impact on
growth and inflation, which allowed consumer
spending to grow strongly and supported a
buoyant housing market.

The pressures exerted by the world
economy are now very different. Strong global
economic growth (Figure 3) has boosted demand
in the UK and put upward pressure on prices of
internationally traded commodities and
products, including energy and food. To counter
strengthening demand and inflationary
pressures, the MPC has raised interest rates.
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Figure 3: Global economic growth

Source: IMF World Economic Outlook. Note: 2007 figure is forecast
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Looking ahead, we should expect these rate
changes to dampen demand, and it is quite
likely that a period of weaker consumer and
housing demand is in prospect as a result.

Has the MPC has now done enough, too
much or too little to ensure UK inflation remains
under control? Only time will tell. At each
monthly meeting, we will be scrutinising the
latest economic data and using the Bank of
England’s models and forecasts to assess whether
inflation remains on track to meet the 2%
target. That, in turn, will determine whether
further interest rate changes – either up or
down – are needed. 

Dr Andrew Sentance is an
external member of the
Monetary Policy Committee.
He is also a part-time
professor at the University
of Warwick, based at the
Centre for the Study of
Globalisation and
Regionalisation, and a
member of the Commission
for Integrated Transport,
which provides advice to
the government on
transport policy issues.
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The Bank of England website
(www.bankofengland.co.uk)
provides more detail about
the UK monetary policy
framework. Minutes of MPC
meetings, speeches by MPC
members and the bank’s
inflation reports can be
accessed and downloaded. 

For a more detailed
description of how the MPC
works, see “Inside the MPC”
by Richard Lambert, Bank of
England Quarterly Bulletin,
Spring 2005.

The Bank of England website
also contains information
about the Target Two Point
Zero Rate Challenge, which
gives teams of students age
16–18 the chance to take on
the role of the MPC in a
national competition.

Made of Money is a more
general guide to the economy
developed by the Bank of
England for use in schools. 
It is available on the Bank of
England website.

The Treasury Select Committee
of the House of Commons has
recently conducted an inquiry
into the first decade of the
MPC. Evidence submitted by
the Bank of England and
other parties is available at:
http://www.publications.parlia
ment.uk/pa/cm/cmtreasy.htm

Further information



Students really enjoy learning about marketing
– but there is more to it than meets the eye. The
Marketing Pocket Book can help to put reality
into the theory. It’s packed with data that can be
used as a yardstick to measure students’
perception of the advertising they see around
them.

Ask groups of students to collect some
primary evidence in the form of adverts 

collected from the print media or a record of the
adverts they see on television, hear on radio,
come across while surfing the internet or see
while travelling on hoardings, trains, buses, etc.
They should collate their findings to identify the
types of company that advertise most frequently.
They should reflect on the media in which
companies place their advertising and also draw
some conclusions about the businesses that
appear to buy very little advertising. 

Did You Know? JENNY WALES
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Where to find great 
marketing data

Figure 1: The top 20 advertisers in 2005

Advertising expenditure (2005)

Rank Advertiser Total TV Radio Press Other
£m % % % %

1 Unilever UK 211.8 53.4 5.0 16.6 25.0
2 Procter & Gamble 183.3 78.9 3.1 16.2 1.8
3 COI Communications 168.1 48.5 20.5 20.5 10.4
4 L’Oreal Golden 101.9 63.9 0.7 31.4 4.0
5 Orange 88.2 36.1 4.2 24.8 34.8
6 DFS Furniture 87.4 37.4 6.6 42.1 13.9
7 Reckitt Benckiser 80.7 94.8 1.3 2.3 1.6
8 British Sky Broadcasting 78.4 28.1 8.3 41.2 22.3
9 Masterfoods 72.6 61.9 0.7 21.5 15.9
10 Nestle 67.7 82.1 5.7 19.9 12.3
11 BT 63.3 46.9 9.8 35.9 7.4
12 Vauxhall Motors 61.7 48.9 9.9 24.6 16.6
13 Ford Motor Company 60.6 51.1 9.2 23.1 16.6
14 Kellogg Company of GB 59.0 87.1 1.8 7.0 4.1
15 Tesco 55.3 56.7 0.6 42.2 0.5
16 Renault UK 55.2 41.8 10.4 29.9 17.9
17 Vodafone 49.5 35.7 13.1 21.7 29.4
18 Sainsbury’s Supermarkets 48.0 43.1 9.6 38.3 9.0
19 B&Q 46.1 65.7 4.1 26.5 3.6
20 T Mobile Network 45.0 25.1 6.6 34.9 33.4

Source: Marketing Pocket Book 2007
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Figure 1, adapted from the Marketing
Pocket Book 2007, provides some secondary
evidence to match against the conclusions
students draw from the research exercise.
Students may be unfamiliar with some of these
organisations. They should find out more about
the products and services offered by the less
well-known organisations by undertaking some
internet research.

The average UK household spends £443 a
week on goods and services, excluding mortgage
and/or housing rent payments. Figure 2 shows
how the average family spends this money.
Students should consider each category in turn,
comparing average spending with the amount
of advertising undertaken by different
companies. They should use this analysis to
reflect on why some goods and services are
advertised more than others.

One more table from the marketing
Pocket Book opens up further avenues of

thought. Figure 3 (page 11) shows the
advertising spend of some of the subsidiary
businesses owned by the big holding
companies. This table raises questions about
market share, the power of oligopoly and the
importance of marketing in different product
categories. Students might also explore the
range of businesses owned by Unilever or the
products made by Reckitt & Coleman Trustee
Services.

Details about the Marketing Pocket Book
2007 can be found at http://store.warc.com. At
£37.95, this resource might seem quite expensive
but it is worth every penny for such focused data
which is hard to find anywhere else.

Jenny Wales is Vice President of the EBEA. 
She works at the Nuffield Foundation on
citizenship and business and economics.
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Figure 2: Average weekly UK household expenditure on main commodities 
and services, 2005-06

Source: Office of National Statistics 2007
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Figure 3: Top holding companies’ advertising expenditure, 2005

Source: Marketing Pocket Book 2007, based on Nielsen Media Research, September 2006
Note(s): Excluding government. 

Holding company Total ad Subsidiaries Other subsidiaries
spend (advertising expenditure, £m) (spending less than 

(£m) £1m on advertising)

Proctor & Gamble Ltd 219.4 Proctor & Gamble Ltd (£183m)
Gillette UK Ltd (18m)
Oral B Laboratories (£8m)
Duracell UK (£6m)
Braun Electric UK Ltd (£4m)
Nicky Clarke Haircare (£1m)

Unilever plc 211.8 Unilever UK Ltd (£212m)

Ford Motor Co. Ltd 133.3 Ford Motor Company Ltd (£61m) Iveco Truck
Land Rover UK Ltd (£17m) Ford Racing
Mazda Cars UK Ltd (£15m)
Jaguar Cars UK Ltd (£15m)
Volvo Car UK Ltd (£13m)
Kwik Fit GB Ltd (£11m)
Ford Dealers (£1m)

Royal Bank of Scotland 128.4 Direct Line Insurance plc (£34m) Prudential Insurance
Group plc Natwest (£16m) Ulster Bank

Churchill Insurance (£15m) Coutts & Co
Privilege Insurance (£14m) Voca
The One Account Ltd (£10m) Lombard North Central
First Active Financial plc (£9m) Devitt Insurance
Royal Bank of Scotland plc (£9m) Jamjar Cars
Lombard Direct (£9m) State Street Bank
Mint (RBS Avanta) (£8m)
UKI Partnerships (£3m)

Gesparal SA 114.1 L’Oreal Golden Ltd (£102m) Body Shop
L’Oreal Luxury Products Ltd (£12m) Redken

5th Ave NYC

France Telecom 88.2 Orange plc (£88m)

Full Circle Future Ltd 87.4 DFS Furniture plc (£87m)

VAG (UK) Ltd 86.1 Volkswagen UK Ltd (£45m) Rolls Royce Motor Cars
Audi UK Ltd (£19m)
Skoda UK Ltd (£11m)
Seat UK Ltd (£11m)

DSG International plc 86.1 PC World Computer Superstore (£35m) Micro Warehouse
Currys Group plc (£35m) Equanet
Dixons Group plc (£10m)
Link Stores Ltd (£7m)

Reckitt & Colman 80.7 Reckitt Benekiser Ltd (£81m)



A Level Business DAVE HALL

Constructing a critical 
business studies

In the last issue of Teaching Business &
Economics, I argued that business studies as an
A level subject is overly attached to a set of
largely uncritical and affirmative orthodoxies
that inhibit the capacity of students to make
more informed and searching enquiries into the
nature of business activities. As students read
about global warming, widening social and
economic inequalities and emerging corporate
scandals, the orthodox approach to business
studies is becoming increasingly untenable.
Teaching needs to open up to critical scrutiny
some of the core ideas and assumptions
regarding business activity. 

A principal concern with the traditional
approach – what I have termed “orthodox business
studies” – is that it offers restricted opportunities for
students to make sense of business activity as they
experience it as customers, employees, perhaps in
some cases owners or managers, and as interested
observers. Much of the knowledge imparted at 
A level can be presented in ways that do not encourage
an enquiring or questioning approach from students.
Although some dimensions of a more critical
approach suggest the need for revised specifications,
in this article I want to present some suggestions, by
reference to some well-known examples, as to how a
“critical business studies” might be achieved in the
current context of A level Business Studies.

A critical approach to marketing

Take, for example, the study of marketing. In
orthodox business studies this is presented as being
essentially concerned with the meeting of customer
requirements in a profitable manner. In this way,
marketing is viewed largely as the creation of virtuous
circles. Businesses meet consumer needs and wants,
making consumers satisfied; consumers purchase
goods and services from businesses, contributing to

their capacity to make profits. What, therefore,
within the boundaries of legality and prevailing
ethical codes could possibly be wrong with
marketing? 

By largely focusing upon the strategies and
techniques available to businesses to maximise their
competitive advantage, we offer very little to a
student wishing to take a critical perspective on
marketing activity. In order to offer students an
opportunity to respond to this question, it is necessary
to develop concepts and theorisations rarely touched
upon at A level. 

The public interest

The concept of society and community could be
usefully introduced and explicitly theorised, so that
competing ideas about what constitutes a “good”
society or community could be considered. These
ideas could then be assessed in the light of the
marketing activities of business in general and
individual businesses in particular. This might enable
students to consider important questions such as
whether the individual (or corporate) pursuit of
material gain contributes towards the creation of a
“better” society and a stronger community. Business
marketing activities might be viewed in new and
different ways from such a perspective. 

Consider the way that some food companies
market products aimed at children that expose them
to salt and/or sugar levels that are widely regarded as
presenting significant health risks. This raises
questions about this business activity: it impacts not
only on individuals, but also on the wider public
interest. The behaviour of car companies in marketing
four-wheel drive vehicles to predominantly urban
customers raises different but related issues of
potential conflicts with the wider public interest.
Research suggests that pedestrians – particularly

Teaching Business & Economics12
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children – face vastly increased risks if involved in
collisions with these vehicles. Although the
automobile and food companies producing,
respectively, four-wheel drive vehicles and high salt or
high sugar foods might be regarded as having
effective marketing strategies within the parameters
of orthodox business studies, viewed from a critical
perspective their activities look very different and the
circle correspondingly less than virtuous. For such a
perspective to emerge, it is essential that notions of
society, community and the public interest are
introduced to counterbalance the orthodox focus on
corporate production and individual consumption.  

Power imbalances

The concept of power could be explicitly explored
within the context of marketing. Ideas about power
might enable students to gain an enhanced
understanding of business marketing activities. They
might gain insights into – and offer alternative
explanations of – business and consumer behaviours
that can appear as contradictory, if not confusing. For
example, students might consider consumer
behaviours such as the accumulation of what may be

regarded as excessive debt by some individuals and
groups, and the purchasing of symbolic goods at
prices that bear no relationship to their cost of
production, distribution and marketing. These
behaviours cannot always be adequately explained by
orthodox business studies – theoretically informed
notions of power would offer entirely different
perspectives. 

Take, for example, the issue of branding. In
orthodox business studies this is generally studied by
encouraging learners to understand the various ways
in which businesses can gain a competitive advantage

through the deployment of a range of
branding strategies. Viewed from this
perspective, it is clear that the stronger the
brand a business or product possesses, the
more successful the business will be. This
approach would not enable learners to
critique the behaviour, say, of Manchester
United. The football club has been the subject
of much scrutiny in recent years for the
frequency with which it changes the design of
its football shirts and the prices it charges for
replica kit. Many consumers (club fans) have
spent large sums ensuring that they have the
latest version of the shirt worn by the team.
Other than from an ethical (and largely
marginalised) perspective, orthodox business
studies provides students with very little to
write on this situation. A study of the power
dimensions of this issue would offer something
very different, enabling students to access a
conceptual framework that offers the
potential for different insights. They might
gain an understanding of the relative
vulnerability of different consumer groups to
the branding strategies of Manchester United
and develop an analysis of the possible reasons
for the marketing strategies employed by the
club. From this perspective, the marketing
activities of Manchester United might be
viewed in more complex ways – an

appreciation of the club’s marketing “success” might
be tempered by an understanding of its use (or,
arguably, abuse) of its social and cultural power. 

A focus on identity

Critical business studies offers the potential for
students to make greater sense of their lives and the
various dimensions of business activity to which they
are exposed. Businesses can be central to students’
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lives, enabling them to establish identities
through their consumption behaviours and
through their actual or imagined future work
in business. It is often this aspect of the subject
that attracts students in the first place. 

Orthodox business studies rarely
addresses in an explicit manner the precise
ways in which student might develop their
identities in relation to businesses. It primarily
assumes and promotes an uncritical managerial
identity for learners. Yet students are exposed
to some very different perspectives on
management behaviour, whether through
watching parodies of managers in The Office
or observing managers in action at work or in
their schools and colleges. These observations
and portrayals can be a long way removed
from the managerialist accounts of the work of
managers commonly found in business texts
and frequently implicitly demanded in
response to formal assessment questions. An
explicit development focus upon issues of
identity might provide a more useful set of
insights into the behaviour of the various
actors engaged in business activity, as well as
offering a powerful tool for students to
examine their own motives, values and actions.
Although issues of identity might be usefully
explored within the context of current business
studies specifications, the current attachment
of the subject to managerialist accounts
perhaps limits the extent to which this can be
developed without some extension of existing
specifications.

For those readers interested in pursuing
further some of the themes developed in this
article, there are some useful publications (see
box) mainly linked to the teaching of business
studies and management in higher education.
Although requiring significant adaptation for
A/AS students, they would offer a potentially
valuable resource for those wishing to move
beyond the confines of orthodox approaches
to the study of business. 

Dave Hall is a senior lecturer in education
at the School of Education, University of
Manchester. He is co-author, with Carlo
Raffo and Rob Jones, of Business Studies,
the A level text published by Causeway
Press.

Further reading

Knights, D. and Willmott, H. (2007) Introducing
Organizational Behaviour and Management,
Thomson Learning

This is an introductory undergraduate text that
offers an accessible and thoughtful account of
some of the issues raised in this article.

Parker, M. (2002) Against Management:
Organisation in the Age of Managerialism, Polity 

The title speaks for itself!

Grey, C. and Willmott, H.C. (2005) Critical
Management Studies: A Reader, Oxford University
Press

A comprehensive and thought provoking series of
articles offering a range of perspectives.
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Product life cycle – dead or alive?

This GCSE business studies lesson will give
students a practical understanding of the
life cycle of products and the features of
each stage of the product life cycle.

By the end of the lesson, students should be
able to:
● define product life cycle
● identify the typical stages of a product’s life 

cycle
● discuss the marketing implications for a 

product at each stage of its life cycle.

Lesson preparation

You will need:
● A3 paper 
● a selection of retail catalogues, such as Argos

catalogues
● rulers, glue and scissors
● student handouts (see page 17).

Lesson plan

1 Start by providing students with the topic
and lesson objectives. Discuss the meaning
of product life cycle and provide a
definition for students to note down. 

2 Write the typical stages of a product’s life
cycle  – introduction, growth, maturity,
saturation, decline – on the board in the
wrong order. Ask students to write these
down in the order in which they think a
product goes through during its life.

3 Using the board, draw the axes for the
product life cycle. Ask for volunteers to
provide the stages of the life cycle in the
correct order and add these to the
horizontal (time) axis.

Key Stage 4 CAROL SUMNER
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4 Label the vertical axis “sales” and ask
students what they think the level of sales
would be for a product at each stage in its
life. Plot the answers on the graph and
create the product life cycle curve.

5 Distribute the A3 paper and the rulers and
ask students to copy the product life cycle
from the board (filling the A3 paper).

6 Distribute the catalogues, glue and scissors.
Ask students to find in the catalogues
examples of products at different stages in
the life cycle. Each student should find five
products, one for each stage in the life
cycle. They should cut out product
photographs from the catalogues and glue
them in the appropriate position on their
life cycle graph. Students should find this
exercise particularly easy if they consider
electronic products such as DVD players and
mobile phones.

7 When students have finished this task,
distribute the handout – photocopy the
table on page 17 – and ask them to
complete the table for each of their five
selected products.

8 Ask students to present their product life
cycle graphs to the class. Students should
explain why they have selected their
products, setting out their reasons for
placing each one at a particular stage in the
life cycle.

9 As a plenary, revisit the learning objectives
checking that students can identify the
marketing implications for a product at each
stage of its life cycle.

10 For homework, ask students to suggest ways
to prolong the life of one of the products
they have used to illustrate their product
life cycle. You could introduce the
homework task by giving brief details of the
Lucozade story (see box) or by setting
further classroom activities on the Lucozade
brand. Students’ homework could be used
to begin a following lesson on extension
strategies.

Carol Sumner is head of e-learning at
Central Technology College in Grantham.

The Lucozade story 

A product’s life cycle is not always a
straightforward story of growth to mature sales
followed by an inevitable and terminal decline.
Take a look at the Lucozade story. The original
fizzy glucose drink was invented in 1929 to meet
the needs of people with low energy during and
after illness. 

Over the decades, the brand has shed its image
as a convalescence drink and Lucozade has been
repositioned as a sports and lifestyle product. To
see how Lucozade became a cool brand, and to
pick out the key developments behind its market
growth, students should visit:
http://www.lucozade.com/energy/facts.html, then
select “Facts” and work their way through the
timeline.

When students have read through the key points
in the Lucozade story, they could consider these
questions. 

● Is Lucozade worth the money? 
● Are there cheaper alternatives? 
● Why do you think people 

buy Lucozade brands today? 
● How does GlaxoSmithKline 

market the product? 
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In the News KARL SHUTES

The banking crisis

Banking became headline news this summer.
With pictures of queuing depositors
outside Northern Rock branches making the
evening news in early September, it was
inevitable that the Chancellor would step
in to attempt to reassure people that their
deposits were safe. This generated many
column inches and hours of airtime devoted
to a discussion of moral hazard and
contagion – subjects previously the domain
of economists. The media spotlight shone
on banking regulation and deposit
insurance, bringing into focus the role of
the Bank of England, the Treasury and the
Financial Services Authority.

Moral hazard is a concept often used in
the context of insurance, but can be applied if
there is asymmetric information between two
people, such as a banker and a lender of last
resort (LOLR). It applies to situations in which
there are incentives for one side of an
arrangement to undertake actions that the
other is not happy about. In insurance, this
asymmetry is obvious. If you are insured, then
you might not take as much care of your
property as the insurance company would like.
The insured person’s actions are more carefree
than the insurer would like. 

There might be a parallel in the financial
services sector. The moral hazard suggested is
that, if bank deposits are completely protected,
there are incentives for a bank to take excessive
risks. Banks would therefore not be liable for
the failure of their investments. There are
incentives to take on higher risk lending – if the
gamble pays off, the bank make huge profits; if
it does not, its depositors’ cash is safe. 

Imagine you are asked to look after a sum
of money. If you are solely liable for it, you
might put the money somewhere safe (maybe

you might consider a bank account) so that you
can retrieve it quickly and return the full
amount when required. Now if the money was
guaranteed by someone else, you might be
tempted to have a flutter on the stock market,
maybe invest in some high-risk stocks on the off
chance that the shares might rise sharply over
the period, giving you a nice profit. If they fall,
however, you can go to the guarantor and ask
them to make up your loss. Is this the sort of
behaviour that the guarantors would want?
Probably not. 

So the existence of guarantees can distort
behaviour creating an example of moral hazard.
Martin Wolf (writing in the Financial Times, 
19 September 2007) argues that by “writing an
open-ended insurance policy to bank depositors
at no premium” this is exactly the sort of
behaviour that we might now be expecting to
see. 

At present, the Financial Services
Compensation Scheme guarantees only a limited
amount of an individual’s deposits – the first
£35,000 is covered to some extent (at least 90%).
Once the Chancellor stepped in to guarantee
deposits of banks in the same situation as the
Northern Rock, some commentators have stated
that the goalposts have moved. Is this really the
case? 

Many have suggested that Northern Rock
was, and is, solvent. It was merely facing a
liquidity problem caused by the credit squeeze
in the money markets. Why was Northern Rock
affected and not other banks? This is due to its
business model. Rather than relying on depositor
funds to part-finance its lending, Northern Rock
raised funds by selling its loans on the markets
(bundled as collateralised debt obligations and
mortgaged-backed securities). When this
market’s liquidity dried up, so did the funds for
the Northern Rock. 
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The Bank of England, as the lender of last
resort, then stepped in to provide liquidity to
Northern Rock, taking collateral and charging a
substantial rate of interest. If Northern Rock is
solvent, then acting in this way is sensible as the
Bank of England will be gaining from the high
interest until liquidity returns to the secondary
markets and it will helping an otherwise sound
business deal with what might be considered an
extraordinary world event. Yet in doing so, does
the Bank of England open itself, and the
Financial Services Authority, up to potential
problems further down the line if unscrupulous
bankers using depositors’ cash in highly risky
investments? 

The answer is not clear. In the context of
financial institutions, moral hazard and
confidence are two sides of the same coin. As
confidence is so important to the banking
system, ensuring that a run does not occur on an
intrinsically healthy bank might be of sufficient
importance that the possibility of some morally
hazardous behaviour occurring in the future
might be a price worth paying. The Bank of
England might argue that the Northern Rock
situation is such that, to ensure confidence in
the entire banking system, guarantees are
necessary and that these should halt the run. 

Writing in the Financial Times
(24 September 2007), the financial journalist
Lawrence Summers suggests that in this case the
price of the possible moral hazard is sufficiently
low relative to the cost of a run spreading to
other banks. This type of contagion is not
unheard of in the financial sector, though most
examples are currency related. (A good example
of contagion in currency markets is the collapse
of the Thai baht in 1997.) Furthermore, Summers
proposes that the knowledge that the Bank of
England will stand behind solvent institutions,
like Northern Rock and other banks that require
further funds, allows banks to consider
investment in potentially attractive projects that
might have otherwise not been considered
because of a lack of liquidity. In fact, by ensuring
that banks can always access liquidity via the
Bank of England, Summers suggests that this
type of guarantee will reduce the probability of
a contagion.

Where does this leave the banking and
financial services sectors? A choice has been
made. The Bank of England and the government
have decided that guaranteeing deposits is a
price worth paying in the light of potential
moral hazard and the confidence that it gives to

the public. Has this stemmed the tide for
Northern Rock and any other banks that might
be in trouble? It looks as though, in the short
term at least, the dyke has been dammed. But
the next question is whether the long-run costs
of moral hazard might outweigh the short-term
gains of stopping the run on Northern Rock and
maintaining confidence in the banking sector.

Karl Shutes is an experienced teacher and
teacher trainer in business studies and
economics.

Using the story in an A level lesson

A banking crisis does not actually find a neat
location in A level specifications for either
business studies or economics. However, the
potential knock-on effects across the system
provide many possibilities for discussion in both
economics and business studies classes. 

As the Financial Times (27 September 2007)
reported, these knock-ons could include likely
higher borrowing costs for businesses,
accompanied by reduced availability of loans.
There could be sectoral effects: for example, a
major housebuilder reported plummeting sales. 

Students can use the story when dealing
with questions about many aspects of the
business environment. Economists could look at
the case for reducing the Bank Rate, and the
impact that might have on firms. Is there a
possibility that this might actually encourage
inflation to flare up again? Employment has just
hit record levels and vacancies are up too. Last
year’s (2006) growth is thought to be above 3%.
What are the risks?

In business studies, Northern Rock could be
used as a case study when considering SWOT
and PEST analyses. How successful were
Northern Rock’s managers in assessing the
threats to its business and the impact of the
external environment? (Of course, hindsight is a
wonderful thing.) The story also raises a range of
stakeholder issues. How did Northern Rock’s
senior managers apparently fail so many major
stakeholders, including shareholders, customers
and, arguably, their own staff?
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Teaching business and enterprise 
at Christmas
With digital displays in out-of-town
shopping malls counting down the number
of shopping hours until Christmas, the
seasonal festivities are fast approaching. So
apart from crisps trodden into classroom
carpets and the prospect of updating your
festive quiz – especially if your spot-the-
lyrics questions still feature “recent” 1980s
bands that split before your students were
born – what else have you to look forward
to in the classroom? 

Teachers don’t get fat cat dividends or city
worker seasonal bonuses, although we do get
two weeks to recharge the batteries. And, at this
time of year, we get the opportunity to draw
many links and parallels between our subject
and an entrepreneurial role model – given, of
course, that you’re a sensible, rational teacher
who understands that Santa is alive and well
and still running his export business from the
North Pole (does this tally with our textbook
factors affecting location?). 

With more details emerging for the new
2008 specifications, it seems Santa will outlive
the current AS/A2 curriculum, but can he teach
our students anything about the exams they
face this year? Below are some pointers, and you
can probably think of others. Better still, get
your students to link our man in red to what
you’ve taught them.

The entrepreneur with global reach

Entrepreneurs embrace calculated risks, the
uncalculated being just downright reckless as
Nick Leeson exemplified. In Santa’s quest to
deliver what could be riskier than flying over
Middle East war zones? As for calculated risk,
I’m guessing he keeps his North Pole passport
close at all times, much less riskier than
American citizenship. Clever Santa also reduces
risk further by the use of reindeer power – no
jet engine trails for heat-seeking missiles. Of
course, there is the thorny problem of locating
Santa in a search and rescue mission should the
unthinkable ever happen. Complicating factors

to throw in at will include the fact that Santa
files no flight plans, Santa never breaks radio
silence and Santa only ever flies under cover of
darkness. 

Environmental issues have come to the
fore in recent years, and here again Santa has
trail blazed. Despite maintaining a global
distribution network he uses no petrol, diesel or
even biodiesel. He maintains a fleet of
environmentally friendly reindeer and night
travel avoids congested skies. I assume he’s an
advocator of  “lean” principles as his circular
route ensures no empty return and the sleigh is
always packed to 100% capacity utilisation.
Eddie Stobart never gets close. 

Globalisation is often seen as a modern
phenomenon but again if we look at the
business model pioneered by Santa, he spotted
and developed this opportunity long ago. True
he altered his brand image from country to
country, but surely proof he was “thinking
global, acting local”. 

The Santa mantra

When it comes to marketing the Santa mantra
has been simple yet effective. Advertising
costs are zero but massive public awareness
is generated by a PR campaign better than
anything Saatchi & Saatchi could create.
Imaginative use of Santa look-alikes is
made on the run up to Christmas in
key footfall areas such as garden
centres and shopping malls.
Volunteers are enlisted to pose
as “The Man” and take orders
from those segments in the
market who already know what
they would like – typically boys
and girls aged 4–10, distributed
equally throughout income,
geographic and socioeconomic groups.
Knowing what customers want is key to
the success of any small business start-
up and Santa sets the market research
gold standard. He seems to be able to
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identify the key wants of nearly all children
despite his look-alike volunteers canvassing only
a small percentage of the market. He is even
able to deliver many of these gifts when
multinational blue chip manufacturers report
out-of-stock situations – there’s quota sampling
and confidence limits for you. That’s Santa
power. 

How a brand is positioned can also have
long-term consequences for the future of any
business but here again the Father (Christmas) is
the Daddy. He’s built and maintained brand
labels such as “Santa” and “Father Christmas”
that appeal to mass markets while also
cultivating top-end business through his
premium brand “St Nick”. The value of product
placement has long been valued by firms and we
only need to look at the Hollywood back
catalogue to see that thousands of films over the
years have featured Santa – the top UK soaps
shamelessly feature the man that made this
business every year! 

Production is complex but Santa has this
down to a tee. Just-in-time production ensures
last-minute wishes for all on his present list are
made, wrapped and despatched. Santa knows all
customers individually so doesn’t need databases
to drive his marketing department. By
manufacturing in his elf-run factories, he
controls the whole supply chain and hence has
direct control over the whole customer
experience. A strict self-checking regime (QA vs
QC) ensures quality is built in. He is realistic,
however, so excludes faulty batteries and
misleading flat-pack instructions from his quality

assurance checklists. Like any firm he can hit
internal quality standards – lucky for us he

generally sets these pretty high. Ikea and
Mattel, watch and learn.   

The best boss north of Nebraska
Human resource management is also a
key strength within Father Christmas
Enterprises. Maintaining a productive
workforce is vital in all successful
businesses. The Santa strategy has been
to locate in a low-cost area (North
Pole), where both land and labour are
cheap, and to employ a paternal
management style. Despite being the
only major employer of elves, Santa has
resisted the temptation to exploit his
monopoly employment powers. Instead
he has developed a reputation as the

best-loved boss north of Nebraska. Such is the
loyalty of his staff they even work through the
night and join him for lunch on Christmas Day!

So, what next? Franchising remains one of
the lowest risk ways of opening a business in the
UK today and is still an option that Santa has
refused to shut the door on. With his ready army
of red-suited volunteer look-alikes there is
certainly a pool of possible franchisees. City
analysts are predicting any franchising
opportunities would be quickly snapped up.
These would be attractive opportunities, able to
draw on the vast amount of goodwill as yet
unspecified on balance sheets, high customer
awareness, lack of competition, and the
requirement to only work for a few weeks each
year. Some analysts are predicting that
franchising will ultimately lead to further
development and extension of the brand.
Market penetration could lead to cross-selling of
products such as Santa-eggs at Easter but the
more lucrative rewards could come from a
potentially far riskier strategy of diversification
with new services aimed at the non-Christian
market. Any ideas? 

Expansion through takeovers is also a
possibility that Mrs Christmas – joint managing
director of the firm – recently refused to rule
out. Unofficial sources close to the couple hinted
that Santa might be looking to make a takeover
bid for the lucrative Valentine market. If
successful, he would pick up the highly
profitable distribution business currently held by
Royal Mail and Interflora as well as the
chocolate production market. Opportunities for
synergy include smoothing the seasonal spike he
currently experiences with 80% of company
production in the last three weeks before
Christmas. Rumours from Labour Party
headquarters suggest that Gordon Brown may
personally intervene to ensure this would not be
blocked by any Office of Fair Trading
investigation – presumably to help Mr Brown try
to cultivate a more positive image with the
romantically inclined voter.  

However you wrap it up, Santa has a
business model to envy, and one with more than
a passing resemblance to many exam
specifications. Why? Because the specifications
link to real life, real people and real businesses.
And you do still believe, don’t you?

Pete Gray is 14–19 co-ordinator at King
Edward VI College, Stourbridge.
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Successful mentoring: the
students’ view
For the majority of people undertaking a
PGCE or GTP course, the question of
mentoring – who it will be, what will they
do – is undoubtedly one of the most
unsettling issues. A mentor should not only
guide students through the vast ups and
downs of the year, but provide inspiration
and instil confidence as they take their
tentative first steps in the profession. Done
well, mentoring enables students to
broaden and extended their new-found
skills and experiences.

Without the superb support, guidance and
friendship from my mentor and training schools’
staff, I would have found the PGCE course a very
daunting and lonely experience. This article
draws on my own experiences – as well as
conversations with my fellow PGCE students – to
identify a set of pointers that could help
mentors when guiding student teachers.

● A trustworthy, professional and solid 
relationship is paramount – students need to 
know that mentors will treat all discussions 
with confidentiality.

● Mentoring works best when students feel 
absolutely comfortable. It is best to discuss the
positives first, with suggestions for 
improvement or criticisms coming later. Being 
too judgemental can seriously damage a 
student’s ability to participate fully in schools.

● When suggestions for improvement or critical 
comments are necessary, they should be 
offered in a positive way, stressing the point 
that the lesson is being compared to an 
“outstanding” standard as set by Ofsted not 
the mentor’s own personal standard. Most 
students can’t provide outstanding lessons all 
the time. The PGCE year is all about creating a
platform for learning and building confidence.

● Understand that each student has his or her 
own approaches to learning and teaching, 
often varying greatly from a mentor’s own 
personal approach.

● When students are observing qualified 
teachers, it helps if lesson plans are available 
and learning objectives are set, with strategies
for differentiation and progression between 
stages clearly in place. This allows students to 
see in action at first-hand what professional 
lessons should involve. The PGCE year is the 
best opportunity students will get to observe 
other professionals in order to learn and 
shape their own teaching methods. 

● Ensure students are taken seriously and 
treated as a professional part of the 
department and school. It is imperative that 
students feel welcome and get to know the 
real day-to-day issues in schools.

● University commitments and assignments 
should be supported. Students should be 
encouraged by mentors to take university 
obligations seriously and do as well as 
possible. Mentors should feel confident and 
able to lend ideas and suggestions as necessary.

● Always ensure students have all available 
information about their pupils – as well as 
background on courses, departments and the 
rooms in which they will teach – as this makes
for easier planning, smoother integration and 
will lead, ultimately, to success. 

This article was written after conversations
with fellow PGCE students. We discussed our
worries about forming solid working
relationships with both mentors and schools.
However, the points it raises are aimed not just
at mentors and school staff but also at student
teachers. It is important to remember that
students should – and need to – take
responsibility for their own development from
the start. While a mentor is there for guidance
and support, it is vital to embrace the many
highs of the course, and learn from the lows, as
they mirror some of the main issues involved in
taking on the role of a teacher.

Ali Pinnock teaches business and
mathematics at The Henry Box School,
Witney, Oxford.
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Key terms in business studies and
economics are often required parts of a
series of lessons on a new topic. The AQA
GCSE assessment criteria is one of several
specifications that refer to the necessity to
“use specialist terms appropriately”. Many
students will not only face the difficulties
of coming to terms with these key terms
but will also struggle with exam questions
and stimulus material unless they are
familiar with the specialist language.

Understanding both key terms and
concepts – they can be the same, of course –
requires some assessment of language skills in
students that we may take for granted. Teachers
expect students to learn both concepts and
words from the material provided in classrooms
and textbooks. However, students will fail to
learn effectively if some aspects of this
instruction are unclear. Given the
understandable focus of teachers on subject
content, it is our contention that the language is
less likely to be clear than the content side
(although, the two aspects are closely bound up
with each other). Thus, the premise of this
article is that problems in learning key terms are
more likely to lurk on the language side of
teaching. 

What do we want students to know?

Over the course of teaching a qualification, we
want students to learn various things. Broadly,
these are:

● how to learn – to identify problems, seek 
solutions and to change their behaviour so 
that they “think in the subject”

● the subject content, both factual and 
conceptual

● the interconnections between these facts and 
concepts and the specification

● the relationship between the subject and the 
real world

● how the assessment works

● the subject specialist vocabulary.

All items in this list are covered by
teachers when planning their teaching.
However, we suggest that the language side is
most likely to be underdeveloped or possibly
overlooked entirely, and this has implications for
the effectiveness of teaching elements such as
specialist vocabulary. This potential
underdevelopment of the language component
of teaching is for several reasons. 

● First, business educators are not language 
experts and may shy away from getting in too
deep. 

● Second, there is an assumption that talking is 
one thing students are good at, and so the 
last thing they need help with. 

● Third, language is the medium through which 
subject thinking and learning takes place, and
there is an understandable tendency to focus 
on the message at the expense of the 
medium. 

● Fourth, there is an assumption that language 
is non-contentious.

One standard approach to the vocabulary
problem is to refer students to a dictionary or
glossary. Leaving aside the issue of whether
students can use these resources competently,
we suggest that there is a great deal more to
learning meaning than using a dictionary. There
are two main issues: most dictionaries are
circular in that they are most helpful to those
who already understand the subject; and
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dictionaries are a simplistic way to learn new
meaning.

By way of illustration, consider this entry
from the Biz/ed online glossary.

Term: Effective exchange rate
Definition: The effective exchange rate is also
often called the trade-weighted exchange
rate. It is based on a “basket” of currencies,
and so is in effect an average exchange rate
for a number of currencies. The currencies
in the basket are weighted to reflect the
importance of each currency to the UK. It is
expressed as an index number.
Source: http://www.bized.co.uk/

This is a perfectly
good definition, but would
most students would find it
helpful? There are a great
many assumptions in this
definition – assumptions
about the extent of prior
learning and of facility with
language.

Tricky concepts

In business and economics,
many concepts and key
terms prove difficult to
grasp. Examples include
price and cost, opportunity
cost, capital, inflation,
elasticity and productivity –
and there are many others.
There is an important
linguistic dimension which
may be the root cause of at
least some of the typical
student confusion. There is a
limit to the detail which this
article can cover, but let us
give you a few examples as
a flavour of the argument.

● Price is commonly used 
interchangeably with 
“cost” and “value”. 
For example, someone 
may say “that car cost me 
£10,000” when what is 

meant is “the list price of the car was 
£10,000, the garage accepted an offer of 
£9,000, and after driving it for a month the 
car is only worth £8,000”.

● Opportunity cost has similar problems. 
Because it does not necessarily have 
monetary value, it confuses students because 
they usually equate cost to price and value.

● Capital has many homonyms. The word capital
has several different meanings. Each variation 
of the word – all spelled and pronounced the 
same way – comes from the same Latin root, 
so their meanings aren’t entirely unrelated. In 
English, the meanings of some of these 
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homonyms are very similar, but others are not 
so similar. In business education we want 
principally to talk about capital in relation to 
balance sheets and factors of production. But 
students know the word as meaning the chief 
city of a country. This “primary” meaning 
interferes with the “secondary” meanings. In a
business context, experience allows us to 
seamlessly move into the required meanings. 
Students can’t do this. Even if direct confusion
is avoided, they will require additional 
processing time as they search behind the 
primary meaning for the new and unfamiliar 
secondary meaning.

● In the context of inflation, students can also 
get confused by the concepts of inflating the 
economy and rising prices – these are similar 
but not identical uses of inflation.

● Elasticity is another word that has different 
connotations in normal usage. Students may 
think of elastic bands, for example. Many find 
this concept challenging.

● Productivity is commonly confused with 
production by students.

How do we learn concepts?

We have argued that using dictionaries is not a
good way to learn the meaning of new words.
This begs the question, then, of what is a good
way to learn the meaning of new words? The
answer, we suggest, is the same way as children
learn all new words. Children learn words in
context. This is more obvious in very young
children, but theorists such as Vygotsky have
extended this idea of learning to school-age
children.

The reason for this approach is that
learning dictionary definitions is not the same as
learning the meaning of a word and the concept
the word represents. Exam answers reveal the
extent to which students “learn” key terms but
do not really understand them at all. As soon as
a question moves from a simple knowledge
recall to some application, analysis and
evaluation, the problems become very clear.
Most words – and specialist terms in economics
and business are no different – have fine

nuances of meaning which a dictionary
definition can only refer to generally, and
sometimes crudely. The full range and force of
words is learned over time and through
experience of the many varied usages of the
word.

This is the problem Wittgenstein puzzled
over. His solution was that words have “family
resemblances” to the things they refer to rather
than any one-to-one correspondence. And, like
any family, it takes a while to get to know them
– meaning, therefore, is not simply learning a
definition, it is not a question of learning instant
facts.

Take a word like “capital”. The word must
be used regularly over a period of time until the
learner makes it his or her own. Pedagogically,
the trick is to engineer those occasions. Most of
all, the learner must try to use the word, and
find out from other people’s responses whether
the word has been used correctly. Dictionaries
can promote the misconception that words have
some fixed and single meaning which
corresponds to some fixed and single feature of
the world – this is not the case. 

Some practical suggestions

New words, and new language, are best learned
little and often. Here are a few of our
suggestions.

● Find stimulus material (such as 
photographs) that “force” brief discussion 
requiring use of the word or term.

● Provide a list of key terms, and get 
students to write out a definition in their 
own words and then find an example to 
illustrate the term.

● Ask students to devise a sentence that 
uses the term, and then produce a short 
paragraph which utilises the concept in 
more developed form.

● Set matching exercises – rearranging 
paragraphs and sentences that focus on 
the concept.

● Get students to work in pairs and discuss a set 
topic or question for two minutes in their 
pairs. This topic should have a focus on the 
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concept that is being developed. These 
conversations can be recorded for students to 
play back to the rest of the group.

● Use the word or key term frequently yourself, 
drawing attention, where appropriate, to the 
nuances of usage and meaning. Support this, 
by finding examples of the word’s use in the 
media.

● Construct exercises that separate out the 
different possible meanings. See the box 
below for a rather contrived example for 
effect. Ask students to develop similar 
exercises.

The different meanings of capital 
For many years London has been the capital
of international capital, as well as the capital
of the UK. This was true even before Marx
took refuge in London to write On Capital.
Its columns soaring up to their capitals, the
whole system is overseen by the Bank of
England, whose importance is shown by the
use of capital letters in its name. Financial
institutions in London collect capital from
around the world to make it available to
businesses aiming to expand their capital
stock.

Exercises like those in the box above can
appear contrived, and certainly take time to
develop. Simpler perhaps, and often equally
effective, is talking and reading with attention
drawn to the relevant words. It can be good
practice to read the textbook to the class from
time to time, not because students will sit
spellbound, eager to know how it ends, but
because as they follow in their own copies,
teachers can bring out points to do with both
content and language. This trains students to
read the textbook (and other specialist books)
more effectively for themselves. It also improves
their ability to read and interpret exam
questions correctly. In exams, the difference
between students who can read exam questions
(and the accompanying stimulus material)
effectively and those who interpret questions
poorly can often be as much as two grades.

Conclusion

This article argues that dictionaries are false
friends when it comes to learning specialist

terms and language. That dictionaries have their
use is not being questioned – the Biz/ed
dictionary and glossary, for example, is one of
the most popular parts of the site. However, we
have to be aware that they offer a “solution” to
a problem, that of subject vocabulary, that in
fact can make the situation worse. Indeed, at
Biz/ed we have been developing a series of
simple resources called “What is…?” as an
adjunct to our glossary to focus on specific
concepts and terms that cause students major
problems. Our argument is that subject-specific
language is a great deal more complex than is
commonly allowed. There are wider issues of
academic literacy which apply, more or less, to
all subjects. 

Language has a key role in mediating
learning. It is important to understand this
complex role. This article is a brief attempt to
outline some features of an extensive field.
Better understanding of the complex role of
language will have to wait for more specific
research by those expert in these matters – there
is relatively little research to draw on that is
specific to business education. But better
solutions to this problem have the potential to
significantly improve student learning, especially
the learning of students who have weaker 
all-round academic literacy. It’s worth making
the effort!

Andrew Ashwin is content developer at
Biz/ed and chief examiner for the GCSE
Nuffield Business and Economics.

Richard Bowett is cognitive education 
co-ordinator at Bourne Grammar School,
Lincolnshire.
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The current UK government has set itself a
bold target in wanting 50% of all 18–30
year olds to experience higher education by
2010. This lofty ambition has, in turn, lead
to a debate on the current state and future
shape of the 14–19 curriculum, as post-16
qualifications largely determine eligibility
for higher education. 

The working group for 14–19 reform,
chaired by Mike Tomlinson, produced its final
report in 2004. The working group identified
weaknesses in the fragmented nature of
vocational provision and argued that the current
system did not provide the stretch and challenge
needed by higher attainers. Tomlinson,
therefore, proposed the introduction of a new
overarching qualifications framework for both
academic and vocational courses. 

Despite support from the education
profession, the government subsequently
rejected many of Tomlinson’s recommendations.
Instead it opted to introduce new specialist
diplomas that are to run parallel with the
current A level and GCSE provision. The first
wave of diplomas are due to be offered in
September 2008.

This article reports on how a small group
of current teachers feel about the impending
reform. It is draws on semi-structured, one-to-
one interviews with three teachers at different
stages of their careers: a newly qualified teacher
(NQT), a head of department and a deputy
head. The interviewees all worked at an inner-
city secondary school in Southampton.

The new diplomas 

All three teachers interviewed thought that the
diplomas would have a positive impact on the
current curriculum. They spoke with enthusiasm
about the new pathways, seeing them as

providing opportunities to increase personalised
learning. 

They agreed that the new diplomas might
lead to an increase in post-16 participation. They
felt that vocational learners would benefit most,
and that the prospect of a career-focused
diploma may encourage progression. As one
said: “It should benefit students who can’t access
the current A level system.” 

The deputy head interviewed also believed
that by introducing pathways requiring some
learning in a post-16 partner institution, the
new awards may help to lower some of the
barriers to progression and correct
misconceptions that many disaffected young
people have about further education. 

Marketing will be crucial, and the
government has an important role in ensuring
that the diplomas are publicised. To be a
credible alternative to existing qualifications,
information must be given not just to teachers
and pupils but also to employers and parents.
“Employers would need to be made aware of
the value and meaning of the diplomas.” 

The challenge

Although welcoming the new qualifications in
principle, the interviewees had some
reservations about the steps needed to
implement this change in practice. There are
concerns about pupil supervision as students will
need to travel between different institutions.
Perhaps more interestingly, there is uncertainty
about which institution would have overall
responsibility for results. “With pupils learning
at different sites the question is: who is
responsible for them? And who gets the credit if
they pass?” Success or failure could have an
impact on league table positions. 

Current Developments RICHARD WATTS
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It was acknowledged that teaching staff
will have to be prepared for the new awards.
The deputy head felt that: “Teachers will have to
become more ICT literate to keep one step
ahead of pupils.” The NQT was more concerned
with how the reform will affect the type of
subjects she would have to teach. As a non-core
teacher (in business studies), she felt that she
might be asked to teach outside her comfort
zone – whether it be a different subject or in an
unfamiliar style of teaching – in order to suit the
school’s proposed specialist pathways. The new
awards may also present a problem for seasoned
teachers who may find radical change
problematic. 

A look back at Tomlinson

There was a sense that – at least in strategic
terms – the government has got it right. All
interviewees accepted that Tomlinson’s proposals
should not have been accepted in full. In fact,
both the senior teachers were adamant that the
diplomas should run alongside GCSEs, arguing
that some subjects are not suitable for
vocational delivery and that many pupils thrive
on the challenge that GCSE provides. 

All interviewees also recognised that the
current system is not accessible to all pupils and
that, in order for education to be more inclusive,
a credible alternative must be provided. This
alternative should not, however, be at the
expense of a system that is – and has been –
working well for many. Even the NQT
sympathised with the government’s decision:
“There had to be some kind of change but to
scrap something that is so embedded and so
recognised would have been a huge risk.” 

Conclusions

Based on this albeit small sample of teachers,
there is hope that the 14–19 reforms will have a
positive impact. They have the potential to lower
the barriers to further education and therefore
could play some part in helping to meet the
government’s participation target for higher
education. However, if the new reform is to be a
success, there must be resources to ensure
effective implementation and answers to some
of the logistical issues posed by the delivery
mechanism for the new qualifications. 
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The new diplomas

The new 14–19 diploma qualifications in
England will run alongside A levels and
GCSEs. They are being phased in from
September 2008. Each diploma will be
piloted for three academic years after its
introduction.

In the first year, diplomas are being
introduced in five sector areas:

● IT
● Society, Health and Development
● Engineering
● Creative and Media
● Construction and the Built Environment

Five more sector areas are being added in
2009, including Business Administration and
Finance.

By 2010, diplomas will be available in 14
sector areas. In addition, in October 2007,
the government announced plans for three
further diplomas in Science, Humanities and
Languages.



As head of department for business in a
south London school it is my responsibility
to analyse academic results and recruit for
my courses. Over the recent years it has
become evident that the recruitment on
business courses at my school is gender
imbalanced. In 2006, for example, only 13%
of the students who chose to study
business at key stage five were girls. 

This is not an issue confined to my college.
In 2005, only 41% of students in the UK taking
GCE business were girls – in 1999, that figure
was 46%. In economics the intake is even less
balanced, as only 32% of students now studying
the subject are girls. It appears that girls are
prepared to study some traditionally “male”
subjects – they are narrowing the gender gap in
science and mathematics – but this trend is not
being replicated in business and economics. In
fact, as the figures show, the gender imbalance
is increasing.

In higher education, the gap is also
apparent. For example, the ratio of female to
male students on MBA programmes is often
around 40:60. In a Business Week report “The
MBA: It’s Still a Guy Thing”, published in 2000,
female graduates were asked why they thought
more women did not go for an MBA degree.
The greatest percentage (56%) said that there
were few role models in the business world,
while 47% said that business careers were seen
as incompatible with work-life balance.

The gender gap at work

Women are hugely under-represented in
boardrooms, Parliament, the top judiciary and
the senior civil service. They are struggling to
close the gender gap in positions of power. For
example, only 10% of directors in the UK’s top

FTSE 100 firms are female. The position is better
in non-FTSE 100 firms, but not by too much.
According to a report in The Independent
(8 March 2006), 23% of UK directors are women
– showing an increase of a tiny 0.25% on the
previous year – and only a fifth of all managers
are female 

Women still dominate the “traditional
female roles”: currently 95% of receptionists,
88% of nurses, 80% of cleaners and domestics
are female. In business and administration, 67%
of office managers are women, yet only 26% of
marketing and sales managers are female. The
figures suggest women are focusing on middle
management, administrative and secretarial jobs
rather than higher-end high-paying careers. 

The education system must re-educate
schoolgirls to choose higher earning careers or
we risk condemning another generation of
women to lower-paid work and we will
perpetuate the opportunities gap. Of course,
there are many factors that cause this gender
imbalance at work, but one contribution to
levelling the playing field in the workforce
would be to encourage more girls to further
their education in business-related subjects. As
educators we should draw girls’ awareness to
business and economic subjects.

Choices at school

There are a variety of theories as to why females
lose interest in studying business and economics.
The most frequently cited reasons for the
gender gaps are parental influence, teachers,
the overall educational institution and, as the
Business Week report suggested, a lack of role
models. 

Some experts believe that both subject
and career choices could be being made because
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girls lack strong female role models in “non-
traditional occupations”. Perhaps if students are
provided with the opportunity to hear and
question guest speakers of both genders
working in “non-traditional jobs”, they might be
inspired to pick subjects outside their gender
stereotype. Certainly schools should challenge
the gender stereotypes that result in too many
girls falling into low-paid “women’s jobs”.

Potentially girls will perceive business and
economics as plausible careers if there are
female role models in the industries and jobs to
which they aspire. Currently few female mentors
are available for girls when investigating career
opportunities. An Educator’s Guide to Gender
Bias Issues suggests that “just like boys, girls
benefit from listening and interacting with
mentors and role models”. 

Those around young girls have great
potential to influence their perceptions of
themselves in relation to business and economic
careers. Perhaps the most important, influential
people in a child’s life are its parents. If society
wants to see young girls more involved in
business and economics, we need parents to
become involved. Girls need to be given more
information and support about traditionally
“male” subjects and careers so that they might

choose subjects that will help them be more
successful in the future. 

In conclusion, we need to ensure that the
gender inequality in the workplace is not
reinforced by the subject choices made by
students during their schooling. There are many
reasons why girls are reluctant to study business
and economics as they further their education,
but women are potentially missing the
opportunity for getting high-earning jobs with
great career opportunities. Teachers, parents and
all those involved in the educational system need
to use their ability to shape the self-images and
futures of girls as they approach subject choices
and career advice.

Kalea Haran is co-ordinator of business and
ICT at Harris City Academy, Crystal Palace,
London.

An Educator’s Guide to Gender Bias Issues can be
accessed at:
http://www.ed.uiuc.edu/wp/access/gender.html
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GCSE BUSINESS STUDIES 

GCSE Business Studies PowerPoint Resource
Packs, easilyinteractive.com, set of seven
resources, prices between £50 and £110 for
individual packs, £545 for the full suite

It is good to see a resource that advertises
itself as being for busy teachers. Does it live up
to expectations?

This resource could easily be used for all
specifications, and comes with a useful summary
detailing content coverage and specification
mapping. Navigation through the resource is
straightforward – even for a non-IT literate
person like myself – layout is consistent
throughout and good use is made of colour. Up-
to-date examples are used, with links to relevant
websites, and I could see my more motivated
and able students looking up these links for
themselves.  There is good attention to detail –
for example, the asterisk which denotes that the
end of the slide is imminent is a useful feature. I
also appreciated the fact that I could edit the
presentations using my existing skills, and this
would be a useful feature if the resource was to
be accessible to all.

The resource certainly covers all aspects of
the syllabus that I am currently teaching (AQA
Spec B) and parts would be very useful for my
GCSE Economics groups as well. I would also use
it for my AS Business Studies classes because of
its clarity and the fact that it contains all the
basic information that could act as a
springboard for revision. The notes are very
comprehensive, although I would have liked to
see a glossary of the key terms that are
highlighted in the text. As enterprise education
plays a big part in our students’ lives, it is also
pleasing that there is a large section on
enterprise and a business plan group activity.

I tried parts of the resource with my year
10 business groups. They liked the presentations

finding them easy to follow, although some of
the slides did contain plenty of information. The
use of a variety of presentation formats – linear,
tables, mind maps – clearly appealed. 

Throughout there are tasks designed to
get students to apply the theory presented. For
example, the section on ownership and control
has a subsection on monopoly. There are two
tasks here – one which involves finding
information from the Competition Commission
website, which can be undertaken as an
individual or group exercise, and one on
considering the market structure of the
businesses in the local area. There are also handy
teacher’s notes.

This resource is not designed to replace a
textbook or teacher input and, as such, there is
nothing on examination techniques, how to
complete coursework or sample examination
questions. The packs could be improved by
including some exemplars with examiners’
comments as I know this would be particularly
useful for revision purposes. Although there are
tasks on screen, some downloadable worksheets
would also be useful as they could be set as a
homework task to accompany the relevant
topics and links covered in the classroom.

On the whole, however, I found this to be
a very useful resource and one which I would
purchase. Information is clearly laid out
(although a bit crowded on some slides),
reaction from my students has been good, it is
easy to navigate and for the price, good value
for money. The publisher promises to issue an
update next year to subscribers as the product
evolves. This will be of particular use to business
teachers as we constantly bemoan the fact that
our textbooks are out of date as soon as they
are published.

Linda Slater, head of the social science
faculty, Verulam School, St Albans.
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GCSE Business Studies – AQA, Alain
Anderton with Rob Jones, third edition,
Causeway Press, £20.34 textbook, £75 teacher
book, ISBN 978 1 4058 6450 3 (textbook), ISBN
978 1 4058 6751 1 teacher book)

What are you looking for in a textbook?
Do you want a class set or do you want to build
a library of books for teacher and student use?
Are you looking for a book for a student to use
at home as well as in school or college?
Certainly, you have to choose a textbook that
suits you and your students. It needs to be well
laid out, well planned and should complement
your teaching and enhance learning. The
textbook should not be the sole resource to be
used.

This is the third edition of a well-
established and popular textbook. It covers all
the aspect of the AQA course in full. It is a very
colourful textbook, well laid out and in easy-to-
use sections called units. The information in the
text is complemented by activities which can be
set as both paper-based and ICT assignments.
Each unit is fully covered and ends with a list of
key terms and a check list of questions to cement
learning.

The information in the text is detailed and
contains all that a student will need. However, in
order to bring the whole thing to life, a teacher
would be well advised to supplement the
examples in the textbook with knowledge and
examples from local industry, commerce and
environment. In general the book is very user
friendly but, as with any text, less able students
may still have difficulty. They would find it very
dense in some places and teachers should be
mindful that further explanations are always
needed.

The book is a fine base for a teacher to
plan a scheme of work and it contains some
good activities to be used as both classwork and
homework. It would also be a sound base on
which to plan work if the subject teacher was
absent at any time. The activities are user
friendly, with sufficient scope to aid teaching
and learning and also of sufficient interest that

the students should remain focused and on task. 

I am less impressed with the attached CD,
which increases the purchase price of the book
for very little reward. Personally I would not use
this in the classroom, although it may have some
benefit if the book is to be used in a home
situation.

Is it value for money? This very much
depends on your capitation allowance. It is good
standard text, but a little expensive at £20 a
copy. This may take up all the book allowance of
a small department, although it is a sound tried-
and-tested text. It would be a good buy for
student use at home. For any teachers new to
the profession and looking for ways of
delivering the course it is also a good standby,
with many activities to select from.

The accompanying teacher book does
what it says – it provides suggested answers to
the assignments and questions in the book. I
think this is rather expensive for what it is and in
a teachers’ guide I would expect to find
extension activities to complement and expand
what is in the textbook.

Would I recommend it? Yes, I would
purchase several copies of the textbook for class
use. I would have to think very carefully about
investing in a whole class set as cost could be a
problem for some small departments. On
balance, however, I do not think that I would
buy the teacher guide as this is too expensive for
what it is.

John McGrath, recently retired curriculum
leader in business & ICT.

GCSE Business Studies, Active Teach CD,
Alain Anderton with Rob Jones, third edition,
Causeway Press, ISBN 978 1 4058 7661 2

In my review of the new edition of
Anderton and Jones’ textbook, I noted that the
attached CD did not really impress. The Active
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Teach resource contained in this pack is a
different matter. It provides a very good actual
teaching resource and more than compensates
for the shortcomings in the teacher book that
comes with the textbook.

Installed on a network I can see that this
resource would lend itself to both individual
learning and whole-class teaching. It enables a
teacher to set individuals or groups different
tasks and the various animations and videos lend
themselves very effectively to introductions and
to building understanding of business topics. The
videos and animations enhance the explanations
given in the textbook and, both visually and
orally, they accommodate the learning styles of
the majority of students, from the gifted and
talented to the less able.

In writing a scheme of work, or simply
preparing an individual lesson plan, it would be
easy to incorporate the presentations held on
this CD to cement understanding and aid the
learning process. For example, when dealing
with something straightforward such as types of
business ownership there are some very short
up-to-date video clips which give sound
understanding. When it comes to explaining
breakeven and the business accounts, the short,
sharp and visually effective animations make the
point. They would make a fine start to a lesson
and could also be used to enhance
understanding prior to setting students some
practical work.

This is a fine resource to complement the
textbook, but equally and perhaps more
important it is also a standalone resource. Even
if you have not purchased the textbook, you
could place this resource on your network or
even your laptop and you have something which
would be invaluable in the classroom.

In short, I would recommend purchasing
this resource as something that will aid both
teaching and learning. It is certainly a tool which
could be used effectively to prepare whole
classes and also to aid individual and small group
learning.

John McGrath, recently retired curriculum
leader in business & ICT.

GCSE Business Studies – OCR, Alain
Anderton with Rob Jones, third edition,
Causeway Press, textbook and teacher’s guide,
ISBN 978 1 4058 6451 0 (textbook), ISBN 978 1
4058 6754 2 teacher’s guide)

This resource comprises a textbook, a CD
and a teacher’s guide. Let me begin with the CD
which contains a full facsimile copy of the book
and more. Each section of each page can be
made interactive: click on a section to reveal
additional resources. The resources are mainly
restricted to PowerPoint presentations – the
ones that I viewed comprise simple lists and
definitions of terms used with minimal
additional functionality.

The book is attractive and at around 230
pages contains useful information, discussion,
cases, check lists and key terms. There are many
case studies based on the real world: many of
these have been sourced from the internet and
there is the relevant URL at the end of each
piece. You will find cases on a franchise, a
delicatessen, a cooperative, a museum and more.
Each is short and has been designed to bring out
a particular aspect of business life or for the
reader to work through a set of data.

Each chapter contains a relatively large
number of questions so the reader is able to
spend time considering the contents of the
chapter. Many of the arithmetical and
accounting problems are closed questions aimed
at specific solutions. Other questions are open,
encouraging readers to think creatively and
widely about their answers. However, some of
the questions at the end of the case studies seem
very weak: there are questions that simply ask
readers to repeat the words from the case study.
Not a fair test of anything, I’m afraid.

Suggested solutions to the questions are
provided in the accompanying teacher’s guide. I
wasn’t impressed by these outline solutions to
the chapter questions: in many cases all they do
is repeat the words in the question, adding very
little of value to teachers and students. The
teacher’s guide also contains what the authors
call an “Active teach activity”: one or two
paragraph fill-in-the-missing-words activities.
Each chapter in the guide ends with a check list
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setting out what is covered in that chapter of
the textbook: very useful and I think the
PowerPoint presentations on the CD would have
been better using these check lists than simply
listing the key terms from the chapter.

I think the introduction to the accounting
and finance aspects of the book is not well done:
diving straight into revenues and costs is not a
useful thing to do and it’s very strange that
breakeven analysis is covered in just the second
chapter of the accounting and finance section.

There are also several errors of fact and
principle. Many definitions and descriptions are
wrong or misleading. For example, the authors
claim that overheads are fixed costs and that
variable costs are called direct costs. They say
that a budget is a forecast: no it isn’t – a forecast
and a budget might be the same but they are
not guaranteed to be. The definition of cost of
sales is puzzling: “costs of production such as
raw materials costs, direct wage costs and
changes in stock.” So what is the cost of sales of
a service provider according to this definition?
Current assets are defined in the book as being
the “liquid assets of the business” – well, you
might get away with that, but stock is often
considered to be less than liquid hence the need
for the acid test ratio. 

I also don’t recognise the version of
Maslow’s hierarchy of needs presented here: I
think the authors have tried to present a
simplified version for GCSE students, but in
doing so it has lost its proper meaning. Similarly,
economies of scale are poorly presented. It’s not
difficult to demonstrate why economies of scale
come about and I believe that GCSE students
could easily cope with realistic examples.

Would I recommend this book? Yes but
with reservations: I wouldn’t trust it as my main
textbook. For any fourth edition I would want
the authors to review all their definitions and I
would want around half of the cases and
questions to be beefed up. 

Duncan Williamson, freelance teacher,
trainer, author, webmaster and spreadsheet
modeller.

ECONOMICS

Fantasy Island, Larry Elliott and Dan
Atkinson, Constable, £7.99, paperback

I was lucky enough to attend a University
of Hertfordshire event at which Larry Elliott
delivered a presentation based on his book. 
I determined to acquire a copy online only to
find out that stocks had already run out; others
must have been similarly enthused. A foray into
a branch of Waterstone’s solved the problem; I
was able to acquire the branch’s last copy after a
considerable search. 

The book was in the politics section –
admittedly the branch did not have an
economics section (I wonder whether this says
anything about the current status of economics)
– but this may be a fair categorisation if one
looks at the subtitle: Waking up to the
Incredible Economic, Political and Social Illusions
of the Blair Legacy. Publication has been timed
nicely to coincide with the departure of Mr Blair
from number 10 – an ideal starting point for an
analysis of recent UK economic performance.

Larry Elliott and Dan Atkinson are well-
known financial and economics journalists and
one would, therefore, not expect an inhibited
exposition. The book lives up to expectations
and then some. There is no textbook type
balance and the authors do not shy away from
polemic as this extract shows. 

Fantasizing about our ability to run up debts, to enjoy
high-paid employment for which we are not qualified, to
protect military power we no longer possess, we yet
assume an economic and political position superior to
the rest of the world; we live in cloud cuckoo land.

The writing might be described as punchy. 
A further quotation makes the point and
indicates the general tone of the text.

Given that most people’s incomes are linked directly to
earnings from employment, how can shrinking prices be
squared with a rise in the general standard of living?
They cannot – in the real world. But in the dreamy
fantasy world we have inhabited, making the impossible
appear commonplace is no problem at all.
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The chapter headings similarly underscore
the authors’ opinions. For example, there are
chapters on The Ever-Louder Tick: Blair’s Britain
and the Debt Timebomb and Lonely Planet: How
New Labour Tries to Spin the Environment.

To be fair, the authors do attempt to make
a reasoned critique of New Labour’s record and
the first two chapters make the case for the Blair
government and New Labour. However, given
that there are ten chapters, the general tenor of
the book is critical of the Blair government. The
final chapter offers some thoughts on “escape
from the fantasy island” by means summarised
in the phrase “thrift and solvency”. The
popularity of “thrift and solvency” would make
an interesting student debate.

As economic and political books go, this is
something of a page turner. It is a thoroughly
enjoyable read, but with serious and well-
researched content and a seasoning of
interesting statistics. Students of politics,
economics or sociology would find a very useful
summary of recent economic and political
history. My favourite chapter is Bullshit Britain:
Multiple Hallucinations of a “Creative Economy”,
a fairly biting critique of claims that Britain is at
the forefront of competition in areas such as
music and media. It raises the question of
whether Britain actually earns a living if the
state of the current account is taken into

consideration. Last year I asked my Year 12 AS
class to make up a school report on Gordon
Brown, commenting on progress in areas such as
economic growth, the state of the budget, etc.
The students greatly enjoyed this exercise – it
provided a fun end to the autumn term – and
Bullshit Britain would have provided a useful
additional resource.

Overall, I would recommend this book as
one for both the economics department and the
school library. At £7.99 it should also be within
the financial reach of many students. At the very
least they should dip into chapters 4 (Bullshit
Britain) and 5 (the Fantasy of Ever-Falling Prices
and Ever-Higher Living Standards). Many may
enjoy it and end up reading it all.

Sue Turner, reviews editor
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All reviews represent the opinions of the
reviewer as opposed to that of the EBEA.
This issue illustrates how reviewers can
differ in their approach and assessment of
texts. This we welcome as adding interest.
Reader comments are most welcome. 
As usual, any budding reviewers should
contact the reviews editor Sue Turner at
siturner@btinternet.com.
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