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CHAPTER 1 

AN INTRODUCTION TO 

AN INTERNATIONAL PERSPECTIVE 

ON ECONOMIC EDUCATION 

William B. Walstad 

Economics is taught in some fonn in the secondary schools of nations throughout 
the world. Economics instruction is essential at this level of schooling for the 
development of the economic understanding of students (and future citizens). 
The subject is rarely taught in elementary schools, and when it is, the content 
coverage is quite limited. Although economics courses are offered in univer
sities, the majority of students end their fonnal education with secondary school, 
and those students who continue their education at a university are unlikely to 
take an economics course. The fact is that the best opportunity for the economic 
education of the youth of a nation occurs in secondary schools. This book 
examines economic education at this critical level of the educational system. 

The teaching of economics in secondary schools varies across countries. Some 
nations give strong emphasis to economics and teach it as an academic subject, 
while others consider the subject to be less important and treat it as part of 
vocational education. These differences occur because of history, the structure 
of education, and other national factors. At the same time, there are common 
elements in the economic education of many countries, especially in content 
coverage. This contrast between the common features and the uniqueness of 

1 



2 Walstad 

economic education in secondary schools of major industrial nations exemplifies 
the international perspective presented in this book. 

The international perspective is developed in the six sections of the volume. 
The first section discusses why nations should include economics in school 
curricula, and presents a framework for teaching economics that should have 
global appeal. Dissension and consensus on economic issues among North 
American and European economists are examined in the second section, and 
implications for instruction are drawn based on the identified areas of agreement 
and disagreement in economists' thinking. The third section surveys the U.S. 
research literature on precollege economic education and assesses the current 
state of economics instruction in U.S. schools. I The economics curricula and 
educational practices in seven other nations - the United Kingdom, Canada, 
Japan, Germany, Austria, Korea, and Australia - are described in the fourth and 
fifth sections.2 The fifth section also presents international comparisons of 
economic understanding based on national testing in six of those nations. The 
sixth and final section explores the role of economic education in centrally 
planned economies, and its effects on the transition to a market economy, using 
Russia, Bulgaria, and China as case studies. The remainder of this chapter 
describes these section themes and the chapter contents. 

I. THE RATIONALE AND FRAMEWORK 

The rationale for economic education is a compelling one and explains why 
economics is taught in secondary schools. This rationale was perhaps best stated 
almost a quarter century ago by George Stigler (1970), an American Nobel 
laureate in economics.3 His justification for the special position of economics 
instead of other subjects was that it contributed to one of two classes of 
knowledge: 

1. As a means of communication among people, incorporating a basic 
vocabulary or logic that is so frequently encountered that the knowledge 
should be possessed by everyone. 

2. As a type of knowledge frequently needed and yet not susceptible to 
economical purchase from experts. (p. 78) 

Economic education has found a place in the secondary school curricula of 
many countries primarily because it contributes to the first type of knowledge. 
People like to think and to talk about the economic issues that affect them in the 
roles that they might assume over a lifetime - as consumers, workers, producers, 
or as citizens. Basic economic literacy helps people understand the economic 
concerns that directly affect them in their economic and civic roles. Nations 
benefit from economic education because it improves the public's ability to 



AN INTRODUCTION 3 

understand critical economic issues that affect a nation. For example, the 
effective transition to a market economy for the nations of Eastern Europe and 
for the new nations established in the former Soviet Union will require extensive 
economic education among the citizenry. Even countries with developed market 
economies, such as the United States or Japan, benefit when citizens are educated 
in basic economic principles and apply those principles to issues, whether they 
concern taxes, trade policy, health care reform, or government budget deficits. 

Economic education also contributes to the second type of knowledge. For 
some economic decisions, such as personal investing in the stock market, it is 
possible to hire professional or technical help. In most cases, however, it is 
neither practical nor economical for an individual to hire a professional every 
time a decision needs to be made. Even when outside opinions are given, the 
final decision must made by the individual, not the advisor. Each person, 
therefore, must ultimately serve as his or her own economist in making many 
economic choices. Economic education is likely to improve the competence of 
each individual to be a good economist when making personal and social 
economic decisions about issues encountered over a lifetime. 

In Chapter 2 of this volume, William Baumol, a distinguished U.S. economist, 
offers a case for economic education based on the first class of knowledge 
identified by George Stigler. He reviews five major developments that illustrate 
the "radical change" in the U.S. and in other major economies over the past 50 
years: the economic growth boom of the postwar period for major nations; the 
internationalization of domestic markets; the convergence of standards of living 
among leading industrialized nations; the collapse of centrally directed 
economies; and, other changes affecting inflation, business cycles, and the price 
of basic services such as health care or education. Baumol states that "if 
graduates of secondary education emerge from school ignorant of these crucial 
developments the world they inhabit will be incomprehensible" (p. 19). He 
believes that economic education has an obligation to provide students with "at 
least the beginnings of an analytical framework" (p. 31) for comprehending the 
economic world. Baumol thinks that studying economics is important because 
simple common sense is an unreliable guide for analyzing economic events. To 
illustrate this point, he concludes with six examples of misunderstandings and 
misconceptions that economic education can correct. 

The strength or weakness of the case for economic education ultimately 
depends on how government leaders and educators in a nation perceive its 
contribution to the economic understanding of the public. Some nations will see 
~nomics as a relatively basic dimension of a student's education, JX?rhaps not 
quite as basic as reading, science, or mathematics, but close in order of 
importance. Other nations will assign a lower priority to the teaching of 
economics because of uncertainty about the effects of economic knowledge on 
students. Whatever the emphasis, the next question that must be answered is 
what should be the "analytical framework" for teaching economics? 
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Phillip Saunders offers a global response to this question in Chapter 3. The 
answer is based on the Framework for Teaching the Basic Concepts that he 
helped write for the National Council on Economic Education. The Framework 
describes 22 basic economic concepts and sorts them into fundamental, 
microeconomic, macroeconomic and international categories. It recommends that 
these concepts be taught to students before they graduate from senior high 
school. It also suggests that a problem-solving or decision-making approach be 
used for the teaching of economics to students. 

The advocacy of the U.S. Framework as the basis for a global framework is 
obviously a normative one, of which Saunders is well aware, but the proposal 
deserves careful consideration. This document represents over thirty years of 
development work by distinguished U.S. economists, and has withstood major 
criticisms (see Chapters 4 and 7). The Framework also receives positive reviews 
from economic educators in other nations, as discussed in Chapters II, 12, and 
14. These comments suggest that the Framework has validity as a global 
statement of the content and approach for economics in the schools of the world. 

II. DISSENSION AND CONSENSUS IN ECONOMICS 

Economists are both respected and ridiculed by the public. The respect comes 
from the recognition that economic problems are worthy of careful study, and 
that economic analysis can offer insightful, if not always politically palatable, 
answers to perplexing problems. The prime example of the respect is the Nobel 
Prize in economic science. The ridicule comes from the confusion created by 
conflicting opinions that economists express about the economic issues that they 
study. Many in the public and the press perceive economists as divided on 
economic issues and unable to agree on the answers to economic problems. This 
sentiment is iIlustrated by a newspaper cartoon of two people talking with a 
caption that reads: "which economist should we listen to today?" 

In Chapter 4, Michael Watts discusses the historical and current reasons for 
the ideological conflicts in the economics profession that produce differing 
positions on economic issues. As Watts explains, the conflicts and debates 
among economists (and noneconomists) that are evident today are not new, but 
can be found throughout the history of economic thought beginning about the 
time of Adam Smith's Wealth of Nations. The dissension in contemporary 
economic thought can also be traced to the intense debates and self-evaluations 
among economists in recent years over whether economic methods are 
"scientific," or whether they, and the analysis and conclusions based on those 
methods, are best characterized as ideology. 

The points and counterpoints in Chapter 4 are unsettling to read because the 
intensity of the disputes calls into question the basic content and approach to 
economic education that seemed so settled in Chapter 3's Framework. These 
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concerns cannot be ignored given the public perceptions of divisions among 
economists, and the historical and contemporaneous evidence that only reinforces 
the perceptions. They create serious doubts about whether economics can be 
meaningfully taught below the college level. Watts concludes that it can be, but 
offers the following guidelines: 

In areas where most economists agree, it only seems reasonable that the burden 
of proof in any argument that proposes teaching concepts and ideas outside that 
consensus lies with those who would do so. Conversely, in areas where 
dissension rules, or is at least writ large within the profession, those who want 
to ignore these debates must offer strong arguments to justifY anyone-sided 
presentation on such topics; and they should recognize that normally to do so 
in programs for precollege students will lead to serious charges of intellectual 
or even ideological bias. (pp. 61-62) 

These guidelines should help economic educators resolve the dilemmas from the 
content debates in the economics profession. 

Chapter 5 switches focus from dissension among economists to consensus 
among economists. In the first part of that chapter, William Becker, William 
Walstad, and Michael Watts review survey studies of the opinions of North 
American and European economists on economic issues. Contrary to public and 
press comments, the surveys show substantial evidence of a general consensus 
among economists in their views on many economic topics. The consensus 
varied somewhat by the country-origin of the economists, but there were more 
similarities than differences. 

The second half of the chapter uses the survey data from u.s. economists as 
a benchmark measure of what it is like to "think like economists" because this 
is an often-stated goal for economic education. The authors employed three 
different methods to compare the economists' opinions with opinions collected 
from other U.S. groups. The results showed that economists and economic 
educators thought alike on economic issues. High school economics and social 
studies teachers and journalists thought alike. The correspondence, however, 
between the thinking of economists (or economic educators) and teachers or 
journalists was limited. Thus, there are significant gaps in the transmission of 
economic information and ideas from economists and economic educators to 
other key groups in American society. 

III. RESEARCH AND ASSESSMENT IN THE U.S. 

Other transmission gaps that result from the teaching of economics raise 
curriculum and instruction questions. How is economics taught to students in the 
schools? What do students understand about economics as a result of course-
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work or the infusion of economics into other subjects? How can student learning 
be measured? What student, teacher, or school factors contribute most to 
economic understanding? Which technological innovations or instructional 
materials best increase economic knowledge? What are the lasting effects from 
economics instruction? Similar questions have been addressed in research studies 
of precollege economic education in the U.S. for over thirty years. The results 
from that body of research were reviewed in two major surveys in recent years 
(Becker, Greene, and Rosen, 1990; Walstad, 1992). Both reviews have been 
updated for this volume. 

The survey of research studies of high school economics in the U.S. in 
Chapter 6, by William Becker, William Greene, and Sherwin Rosen, examines 
four issues. The first section discusses the measurement of economic knowledge 
with standardized tests and the problems that the authors perceive with the 
interpretation of test scores in research studies. The second and longest section 
assesses the findings from studies of special curriculum projects, attitudes, 
teacher effects, coursework, technological innovations, student characteristics, and 
the lasting effects of instruction. The third section returns to testing issues and 
argues that test scores are of limited value as measures of learning. What is 
more important, according to the authors, is to show the connection between 
what students learn and its effects on decision-making, or observable market 
outcomes such as wages. The fourth section discusses sample selection bias in 
research studies, and gives examples of procedures that can be used to correct 
this problem. 

In Chapter 7, William Walstad evaluates the changes in economic education 
in U.S. secondary schools, using the 1961 recommendations of the National Task 
Force Report on Economic Education to structure the assessment.4 The 
improvements over the past thirty years include: (1) a significant increase in the 
percentage of high school graduates completing an economics course (from 16 
percent in 1961 to 44 percent in 1990); (2) more instructional time devoted to 
economics; (3) teaching that is more analytical and less descriptive; (4) better 
content preparation of teachers; (5) the availability of higher quality textbooks 
and many useful supplementaJy materials; (6) a national network of college and 
university economic educators to provide teacher education in economics; and, 
(7) a large number of research studies. Although the progress has been great, the 
chapter calls for further work because economics is not a Wtiversal subject in the 
education of U.S. secondary students. 

IV. ECONOMICS INSTRUCTION IN DIFFERENT NATIONS 

Economics is a term that describes different types of courses and a range of 
content in secondary schools. From a strict perspective, an economics course 
would focus on basic principles of microeconomics and macroeconomics as 
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defmed by academic economists. From a broader perspective, topics in business 
education, consumer education, vocational education, or entrepreneurship would 
constitute the "economics" that should be taught to students. A curricular 
decision that each nation must make is whether to treat economics as a separate 
academic subject, as a broader set of topics to be taught in various subjects, or 
some combination of the two choices. 

Other curricular decisions differ across nations and sometimes by educational 
units within nations. One decision concerns when students should be learn 
economics. Some nations begin economics instruction in elementary school 
while others teach it at the end of secondary school. Other decisions involve 
how many and what type of students will be taught economics because it can 
either be a required subject taken by all students or an elective subject taken by 
a select group. In addition, decisions must be made about the amount of course 
preparation that teachers must have before teaching the subject. 

The majority of the chapters in this volume address these decisions when they 
discuss how economics is included in the school curricula of eight industrial 
nations - the United States, the United Kingdom, Canada, Japan, Germany, 
Austria, Korea, and Australia. Brief descriptions of economic education in each 
nation follows, beginning with the U.S. because it serves as the basis for cross
national comparisons. 

United States. As discussed in Chapter 7, the academic view of economics 
has dominated the teaching of economics in the U.S. because of the influence of 
economists, first through the National Task Force report and later through the 
Framework. A separate semester economics course is taken by about 44 percent 
of American high school graduates. This course is usually offered in the twelfth 
grade as an elective, although more states and school districts have made 
economics a required course for students and some offer economics courses at 
other grades. The alternative to a separate course is the inclusion of economics 
lessons in other subjects. The infusion strategy has been widely used by U.S. 
schools because of state legislation. Not all students, however, receive the same 
type or a high quality of economics instruction through infusion because the 
legislation differs by state and instruction varies by teacher. 

United Kingdom In Chapter 8, David Whitehead describes economic 
education in the U.K The U.K adopts a more academic approach to the content 
of economics at the upper secondary level (students aged 16-19 years old) than 
that found in American schools. There is no Framework-type document used in 
the UK that is designed to limit the economic concept load to a minimum to 
make a course more manageable for teachers to teach or for students to learn. 
Instead, teachers typically follow a common core syllabus that covers what would 
be taught in a college principles of economics course in the U.S. 
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The reason that economics is taught more intensively and for longer periods 
(up to two years) in the UK is in preparation for subject examinations that 
affect entrance to the university. The Advanced Level examinations are graded 
by external examiners, not by teachers. By contrast, separate economics courses 
in the US. typically last just a semester, do not follow a common syllabus, and 
are not tied to external exit examinations that affect university entrance. U.K. 
teachers are also specialists who have the equivalent of a master-degree in 
economics, whereas U.S. social studies teachers mostly study history or other 
social sciences because they are more likely to teach those subjects. Few U.S. 
teachers hold the equivalent of a master's degree in economics. 

Only the high ability UK. students qualify for A-level studies. These students 
study three of nine possible subjects (biology, business studies, chemistry, 
economics, English, geography, history, math, and physics). Whitehead estimates 
that economics, together with business studies, a course that also includes some 
economic content and is viewed as a complement to rather than a substitute 
course for economics, are the most popular options among 16-18 year olds still 
in school. Together these subjects are studied by about 25 percent of the A-level 
school population. 

Canada. The Canadian experience with economic education is explained by 
Anthony Myatt and Charles Waddell in Chapter 9. In Canada, the number of 
course offerings and course content in economics vary by province in much the 
same way as they do by state in the US. The approach to economics is an 
academic one that focuses on basic principles of economics, and thus the content 
coverage is closer to that found in an American high school course than in the 
A-level (university-type) courses of the UK. The authors report that only 3 
percent of Canadian high school students, aged 15-19 years old, take economics, 
significantly less than in other industrial nations.5 

Chapter 9 also addresses an additional topic - the lasting effects of economic 
education in high school. This topic was first discussed in Chapter 6, and is 
important for assessing the value of high school economics, especially for 
students who take economics at a university. Myatt and Waddell first review 
the past research studies that showed some lasting effects of taking a high school 
course on student achievement in university economics courses in both the US. 
and the UK. They then present their findings that showed positive effects on 
grades in a university economics course from having taken a Canadian high 
school economics course. 

Japan. In Chapter 10, Lucien Ellington and Tadahisa Uozumi discuss the 
major features of the Japanese school system. This system was established from 
1947 to 1950 using the US. as a model, which means that economics is included 
as part of the social studies curriculum. The social studies curriculum is set at 
the national level by the Ministry of Education and does not vary by prefecture 
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(i.e., state) as in the u.s. Consequently, all Japanese students are taught the 
same economic content in courses. 

Economics is included in three different courses in the social studies 
curriculum in Japanese secondary schools. Economic concepts represent about 
a third of the required ninth-grade civics course, which covers such topics as 
prices, savings, taxes, consumer education, occupations, unions, employment, and 
the role of government and business in the economy. Economics also accounts 
for about 20 to 33 percent of the required tenth grade course on contemporruy 
society. This course would discuss comparative economic systems, the national 
economy, business cycles, and international economics (trade, the balance of 
payments, and exchange rates). The third course, politics and economics, is an 
elective course that is taken in the twelfth grade by perhaps one-third or one-half 
of students. It covers material similar to that found in the contemporruy society 
course but in more depth. 

Germany and Austria Klaus Beck and Volker Krumm describe the system 
for educating students in economics in Germany and Austria in Chapter 11. The 
U.S. has a comprehensive high school system that educates all students, both the 
college and non-college bound, but in the German system students are separated 
at an early age into different schools based on projected ability and career path. 
The five types of German upper secondary schools are: (1) general secondary 
schools that prepare students for university entrance; (2) senior vocational schools 
that provide career training and a business degree for entry into higher-level jobs, 
and also preparation for university entrance; (3) intermediate vocational schools 
that prepare students for middle-level jobs, but not for entrance to the university; 
(4) secondary schools that provide general education for those who are not 
interested in the university or a career; and (5) dual vocational schools that offer 
part-time vocational or technical training in school and part-time apprenticeships 
in businesses as preparation for entry into middle to lower-level jobs. 

The educational system in Austria has the same hierarchical structure based 
on ability and career path as found in Germany. In Austria, however, there are 
only four types of schools because there is no school that provides education for 
students not seeking a career or entrance to the university. Also, the senior 
vocational schools have higher qualifications for the business degree or for 
preparation for the university than in Germany. 

The curriculum analysis by Beck and Krumm show that German and Austrian 
high school students do not take a separate course in economics as students can 
in the u.s. Rather, economics is infused in the curriculum of each type of 
school to varying degrees, but the extent of instruction depends on the school, 
which in turn depends on the ability of the student and career-orientation. The 
most economics is included in the senior vocational schools that prepare students 
for entry into higher-level jobs or the university. In these schools, economic 
concepts would be taught in combination with other subjects such as accounting, 
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business, and management. For the small percentage that are university-bound, 
economics would be taught primarily in combination with history; social studies, 
or geography courses. Although these university-bound students would be 
comparable in ability to the students in A-level economics courses in the UK, 
they receive much less direct economics instruction. 

Korea The Republic of Korea requires a course in "politics and economy" 
before high school graduation according to Kyung-keun Kim in Chapter 12. Half 
of this course is devoted to economics. Students enrolled in regular high schools 
take the politics and economy course for four semesters, and thus receive about 
one year of economics instruction, while students attending vocational high 
schools take the course for two semesters, and receive a semester of economics 
instruction. The course content is contained in a required national textbook and 
it covers material comparable to that in a college principles textbook in the U.S. 

Kim finds there are problems with economic education in Korea that may limit 
the effectiveness of student learning. Few economics items (1.5 percent) are on 
the university entrance exams. Students may not take economics seriously as a 
subject because their efforts are directed to learning material more central to the 
university exam. Economics is also taught superficially because there is too 
much content to be covered in a course. Compounding these problems are the 
inadequate preparation of teachers and the use of a single textbook that presents 
too many economics concepts in a dry and uninteresting manner. 

Australia The structure of economic education in secondary schools in 
Australia would be closest to that found in the U.K. based on the descriptions of 
Kevin McKenna in Chapter 13. Those students who decide to take economics 
spend two years of concentrated instruction on the subject, often in preparation 
for university examinations. The content coverage is extensive and would be 
similar to that found in an A-level economics course in the U.K or in a college 
principles of economics course in the U.S. 

McKenna estimates that about 27 percent of Australian students study 
economics in the last two years of high school. For these students, the study of 
economics would account for one-fifth or one-sixth of all coursework. The 
percentage of students who complete the final two years of high school in 
Australia, however, is a group of more mixed ability than that found with 
students in A-level economics in the U.K. because more students continue their 
education after age sixteen in Australia than in the UK 

V. ECONOMIC UNDERSTANDING ACROSS NATIONS 

The Test of Economic Literacy (TEL) is a nationally normed and standardized 
multiple choice achievement test designed for use with eleventh and twelfth 
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grade high school students in the U.S. (Soper and Walstad, 1987). The 46 items 
on the two fonns of the test assess student understanding of basic economic 
concepts as outlined in the Framework. Psychometric studies with the 8,205 
students (4,235 fonn A and 3,970 fonn B) who took the TEL showed that it is 
a reliable and valid measure of economics achievement. The TEL has a long 
history of use in U.S. research in economic education, as described in Chapters 
6 and 7. 

The TEL has become the standard for international comparisons of the 
economic understanding of high school students. In 1989, for example, the TEL 
(fonn A) was administered to 7,549 students in the UK and the results 
compared with the U.S. nonns (see Chapter 8). Three other cross-national 
comparisons using the TEL are reported for the fIrst time in this volume. 
Chapter 11 presents data from the administration of a Gennan translation of the 
TEL to 9,149 students (4,612 fonn A and 4,537 fonn B) in Gennanyand to 
3,354 students (1,664 fonn A and 1,690 fonn B) in Austria in 1991. Chapter 12 
describes the results from translating the TEL into Korean and giving it to 4,334 
students attending Korean high schools in 1992. The Australian TEL data 
discussed in Chapter 13 were collected in 1991 from 939 students enrolled in 
West Australian high schools. 

The average scores and the standard deviations for the TEL data for the U.S., 
UK, Gennany, Austria, Korea, and Australia are reported in Table 1.1. No 
assertion is made that these data represent a scientifIc international comparison 
of economic understanding. There are differences in the composition of the 
groups in terms of ability and other characteristics, the sampling procedures vary, 
and the data were collected in different years. There may be unknown language 
or cultural problems, especially with the translation of the TEL questions into 
Gennan or Korean. Despite the differences and potential problems, the TEL 
means are suggestive of what would be expected based on the description of the 
schools of each nation and the ability of students. 

Students in the U.K showed the highest level of perfonnance with an average 
score of36 points on the 46-item TEL. This result was expected given that U.K 
students had two years of economics instruction and were higher ability students. 
Australian students in the twelfth grade followed next with an average score of 
31 points. These students had two years of high school economics, but the 
ability level of this group was more mixed than were the A-level students in the 
UK 

SignifIcantly lower levels of perfonnance on the TEL were found among U.S., 
Gennan, and Austrian secondary students. The probable reason was less 
economics instruction. American students took only about a semester of 
economics, and the specifIc content varied depending on school or state 
mandates, the teacher, and other factors. Gennan and Austrian students learned 
about economics in the context of such courses such as history, geography, or 
business and management, but they did not take a separate course in economics. 
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TABLE 1.1: Results on the Test of Economic Literacy (form A) By Nation 

Mean S.D. N 

United States 
Overall 22.06 8.33 4,235 

With Economics 23.33 8.45 3,153 
Grade II (I semester) 21.26 7.99 633 
Grade 12 (I semester) 24.04 8.47 2,168 

Without Economics 18.37 6.71 1,082 
Grade II 17.20 5.91 408 
Grade 12 19.78 7.14 463 

United Kingdom 
Overall 30.09 7.78 7,549 

With Economics (A-level) 
Grade II (I year) 31.84 5.52 2,169 
Grade 12 (2 years) 36.87 4.74 1,814 

Without Economics (A-level) 
Grade II 23.53 6.40 1,713 
Grade 12 25.62 6.12 \,084 

lR!rmany 
Overall 22.06 7.28 4,612 

By School Type 
General Secondary Schools 24.34 6.14 671 
Senior VocationaVrcchnical 25.14 5.55 716 
Intenncdiate VocationaVfcchnical 15.02 4.92 711 
Dual Vocationalllndustry 23.80 6.49 632 
Dual VocationallRetail, homemaking 15.90 5.53 757 

Austria 
Overall 22.48 7.23 1,664 

By School Type 
General Secondary Schools 22.34 6.01 513 
Senior VocationaVfcchnical 25.33 5.97 655 
Intenncdiate VocationaVfcchnical 19.68 6.23 164 
Dual VocationaI/lndustry 15.58 4.32 55 
Dual VocationaIIRetail/homemaking 14.30 4.91 169 

Republic of Korea 
Overall 23.77 7.25 4,334 

With Economics 24.42 7.58 3,025 
Without Economics 22.25 6.18 1,309 

Australia 
With Economics 

Grade 12 (2 years) 31.11 6.40 571 
Grade II (I year) 26.90 7.16 368 

Sources: United States (Soper and Walstad, 1987); United Kingdom (Chapter 9; Whitehead and 
Halil, 1991); Germany (Chapter II); Austria (Chapter II); Korea (Chapter 12); Australia 
(Chapter 13). 
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Their perfonnance also depended on the type of school and the ability of the 
students. Students in the university-bound schools or senior vocational schools 
perfonned somewhat better than students in other schools. 

Korean students with economics scored somewhat better than U.S. students 
with economics, but the average Korean students also had a year of instruction 
compared with less than a year for high school students in the U.S. As 
explained earlier, this lower than expected level of perfonnance in Korea may 
have occurred because of a lack of motivation to study economics given that few 
economics questions are included in the university entrance exam. This 
motivational factor combined with teaching and textbook problems may have 
limited student learning and may explain the achievement level of Korean 
students in economics. 

VI. ECONOMIC EDUCATION AND THE TRANSITION TO A MARKET 
ECONOMY 

A significant event in the past few years was the demise of the Soviet Union 
and its replacement with independent nation-states now oriented to economic and 
political refonns designed to create market economies from one centrally directed 
economy. The fonner Soviet satellite nations of Eastern Europe are also making 
the difficult and radical transition from a command economy to a market 
economy. Even China, though still under the central control of the Communist 
Party, has experienced stronger economic growth in recent years because of the 
reintroduction and expansion of markets within its borders. These developments 
in Europe and Asia represent an economic transformation and an educational 
opportunity of major proportions. 

The final three chapters of this book describe the role of economic education 
in the economic changes in the nations of the fonner Soviet Union, Eastern 
Europe, and China. Students and teachers in these emerging market economies 
need to understand how a market economy works. They need education and 
training in basic economic concepts and decision-making skills that will enable 
them to comprehend the required economic reforms, the problems that occur in 
the transition, and the economic institutions of a market economy. This 
education should enable teachers to provide effective classroom instruction, and 
it should help students learn how to participate in a changing economy. 

Francis Rushing examines economics instruction in Russia in Chapter 14. He 
first describes the basic features of the educational system that existed in the 
Soviet Union until its breakup. Under this system, Marxian ideology and the 
precepts of the Communist Party were infused throughout the curriculum, 
especially in history and in geography, and the material was taught to students 
as dogma, not to develop analytical thinking or decision-making skills. This long 
history of indoctrination is an obvious barrier to the emergence of market 
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economies in nations created from the fonner Soviet Union. In the second part, 
he assesses how serious this attitudinal barrier is based on data from survey 
studies. He concludes that Russians, especially the youth of the nation, are more 
sympathetic and favorable to economic reforms and to a market economy than 
might be expected from past education and history. He also reports initial 
evidence that economics instruction for precollege students will improve both the 
understanding of and the attitudes towards markets, thus indicating the potential 
for economic education to contribute to economic refonn in the nation. 

The next three sections of Chapter 14 are devoted to Rushing's suggestions 
about the economic content and the implementation of economic education 
programs in Russia. In the fourth section, he presents his list of economic 
concepts and discusses the decision-making skills that should be taught in the 
schools. The recommended list of concepts and the decision-making approach 
are based on the u.s. experience with the Framework (see Chapter 3), but give 
more emphasis to microeconomics rather than macroeconomics, and also stress 
entrepreneurship. The fifth section offers specific ideas, based on what are 
considered to be relevant U.S. projects or experiences, of how economic 
education should be included in Russian curricula and how teachers should be 
educated in economics. The last section describes activities by organizations and 
individuals in the U.S. to prepare materials and textbooks for Russian schools 
and to conduct workshops and seminars in economics for Russian teachers. In 
his conclusion, Rushing strongly recommends that economic education be given 
a central place in Russian school curricula, and warns of the dire consequences 
if the nation fails to educate its youth about economics. 

Chapter 15 provides further illustrations of the themes raised in Chapter 14. 
George Vredeveld and Dimitrina Ispirodonova use Bulgaria as a case study in 
Chapter 15 to describe the role of economic education in nations of Eastern 
Europe. They first explain the history of the socialist education system that 
existed in Bulgaria until 1989 and describe how Marxist principles were taught 
in the schools. The authors then examine the philosophical and structural 
changes that occurred in the schools with the fall of the Communist Party. In 
this section of the chapter, they give special attention to the work of economic 
educators from the U.S. to change the economic education in Bulgaria through 
teacher education and curriculum refonn. They also report results from an 
administration of a Bulgarian version of the TEL to 97 high school students and 
compare those results to U.S. norms. 

Vredeveld and Ispirodonova observe, however, that economic education in 
Bulgaria faces severe difficulties. Among the difficulties that they experienced 
in their teacher training and curriculum work were: popular sentiment against 
features of a market economy; a weak commitment to educational refonn by 
teachers and administrators; teacher vulnerability in a changing society; problems 
with poor translations or adaptations of economics lessons; the lack of textbooks; 
and, teacher resistance to the use of instructional strategies that directly involve 
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students. They believe that these difficulties eventually can be overcome, 
especially if resources are used to educate younger teachers and school 
administrators. 

In the last chapter of the book, Ruth Shen and T.Y. Shen evaluate economic 
education in China, a nation with only a limited market economy because the 
overall economy is still dominated by the central control of the Communist Party. 
Three goals for economic education are examined in their evaluation - the 
enhancement of knowledge, the preparation for citizenship, and the development 
of decision-making skills. The authors conclude from their analysis of contents 
of three high school economics textbooks that economic education contributes 
little to the three goals and is largely "political thought education," a description 
applicable to the Marxist education in the former Soviet Union and Bulgaria in 
past years (see Chapters 14 and 15). 

Despite state indoctrination, Shen and Shen find that Chinese students are quite 
knowledgeable about how a market economy works and hold values that support 
a market-oriented rather than a state-controlled economic system. This 
conclusion is based on the survey evidence that they present in the chapter that 
compared the responses of high school students in China and northern California 
on questions of economic knowledge (including TEL questions), and on 
questions about attitudes and values. They believe that Chinese students develop 
their view of the world from many sources, not just from classroom preaching. 
Student knowledge and appreciation of a market economy is shaped by world 
awareness, by positive personal experience with markets, and by contradictions 
between the centrally planned and market segments of the Chinese economy. 
Should the Chinese government move toward true democracy and economic 
reform in the future, these findings suggest that political thought education will 
soon be forgotten by Chinese youth and that the implicit understanding of 
markets will dominate economic thinking, thus smoothing the transition to a 
market economy. 

VII. CONCLUSION 

Economic education is essential in all nations to prepare students for the 
changing world economy. The increased volume of international trade makes the 
global economy more interdependent and complex. Domestic economic policies 
in powerful economic nations have worldwide consequences that must be 
considered by policy makers. Competition among businesses for shares of 
international markets is intense and significantly influenced by global events and 
national economic policies. Less developed countries are struggling to improve 
living standards and economic performance. Nations that formerly relied on 
central economic planning to direct their economies are being transformed into 
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market-based economies. Students will need more economic knowledge to 
comprehend and to participate "actively in the changing global economy. 

This volume offers a description and an assessment of economic education in 
the secondary schools of major industrial nations near the end of the 20th 
century. The conclusion that can be drawn from chapters in this book is that 
more needs to be done to improve economic education around the world so that 
students will be able to understand economic developments of today and those 
they are likely to experience in the next century. Economics should be taught 
more intensively in the school curricula of all nations. Teachers will need more 
education in economics and better preparation in how to teach the subject in a 
meaningful way in the classroom. New instructional materials should be 
developed that increase student understanding of basic economic concepts and 
at the same time give insights into local, national, or international economic 
events. What must be recognized in all nations is that economic education is 
now a necessary and vital part of the general education of citizens. 

NOTES 

I. U.S. authors and materials are given noticeable weight in this volume. The 
reasons are because of history, resources, and the international influence of American 
economists, not because of national bias. The u.s. has a longer history with formal 
economic education than perhaps any other nation, as is evident from the 25-year record 
of the jOW'nal of Economic Education, and from over 40 years of economic education 
articles in the American Economic Review (Hinshaw and Siegfried, 1991). The U.S. has 
the largest national network of college and university faculty in economic education, who 
provide teacher education, develop curriculum materials, and prepare standardized tests 
(Walstad and Soper, 1991). This history and experience makes the U.S. the most likely 
candidate as a standard for national comparisons as described later in this chapter. 

2. Only seven nations are included in sections five and six because of space 
limitations. Those selected were primarily major industrial countries that represented 
regions of the world. Each nation had a history of economic education, past publications 
about the teaching of economics in these nations, and a knowledgeable author or authors 
willing to prepare chapters. The countries in this book are probably representative of the 
range of experiences with economic education in industrial nations, but no claim is made 
that their descriptions apply to less developed countries. Too little was known or has 
been written about economic education in LOCs to be included in this book. 

3. For further discussions of the case, see Walstad and Soper (1991). 
4. This influential report, written by well-known economists drawn from the 

American Economic Association, described the basic economics that was considered to 
be essential for good citizenship and also understandable to high school students. It 
served as the major content statement for American economic education until it was 
replaced in the mid-1970s by the Framework (see Chapter 3). 



AN INTRODUCTION 17 

5. This percentage is lower in part because of the divisor in the calculations. The 
Canadian percentage uses all students aged 15-19 years old as the divisor rather than high 
school graduates for a year as was the case in the calculation of the u.s. percentages. 
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CHAPTER 2 

ECONOMIC EDUCATION 

FOR A HALF-CENTURY OF 

RADICAL CHANGE 

William J. Baumol 

The fact that our lifetimes coincide, at least in part, with the half-century that has 
followed World War II distorts our perspective and makes the remarkable 
economic developments that have pervaded the period seem routine and 
commonplace. Perhaps the clear exception is the collapse of the centrally 
directed economies of the Soviet Union and Eastern Europe and their attempt to 
transfer control to the market mechanism. Probably all of us are astounded by 
that particular turn of events, but it is, in fact, only the latest and most visible of 
a set of historically unprecedented manifestations that have brought the world 
economy to its present state. The postwar era has been characterized by widely 
enjoyed increases in economic output and productivity whose like has never 
before been experienced for any protracted period, by a remarkable expansion in 
international trade, and by a dramatic convergence of per-capita incomes and 
productivity levels in the wealthiest industrialized countries, permitting a number 
of them nearly to catch up to the world's economic leader, though many poorer 
countries have meanwhile fallen even further behind. 

These facts by themselves, and what we know of their explanation, surely 
deserve to be taught to precollege students, for if graduates of secondary 
education emerge from school ignorant of these crucial developments the world 
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they inhabit will be incomprehensible. The reasons for teaching about these 
phenomena go beyond the imparting of information for its own sake alone, 
because these extraordinary developments put a new complexion on many policy 
issues. For instance, the U.S. loss of leadership in some industries can be 
viewed with more equani~ity if we believe that a better world includes many 
countries all about equally prosperous, rather than one in which all other nations 
are far behind America. 'Similarly, the postwar developments call for a 
reevaluation of some of the criteria of u.S. antitrust policy - if the market for 
a particular product is open to foreign invasion, then the fact that a single 
American firm is responsible for an overwhelming share of the domestic output 
of that commodity is much less likely to confer market power upon it. 

This chapter will review the postwar economic developments that have just 
been mentioned, as well as a number of others, and will provide some pertinent 
evidence. Then I will examine some of the policy implications, and describe 
misunderstandings that are likely to arise among the electorate of the future if 
their economic education is incomplete. 

I. THE GROWTH BOOM OF THE POSTWAR PERIOD 

In a society habituated to economic growth the slowdowns and relatively brief 
retreats that accompany periodic recessions understandably constitute traumatic 
deviations from the natural state of affairs. But it was not always so. Economic 
historians suggest that per-capita real income in eighteenth century Britain had 
barely reattained its magnitude in Rome of the third century A.D., thus implying 
that in those one and a half millennia the average growth rate of per-capita 
output was approximately zero. Even the Industrial Revolution did not change 
matters much. It has been estimated that the first half-century of the Industrial 
Revolution (between, roughly, 1770 and 1830) produced a growth rate in real 
per-capita income on the order of just OJ percent per year (e.g., Williamson, 
1984). It was only gradually that economic progress began to speed up, and in 
most of the developed world it reached its peak (at least so far) in the first two 
decades after the Second World War - the era Angus Maddison (one of the 
world's leading authorities on historical international comparisons) has dubbed 
the "Golden Age." 

Figure 2.1 shows for five of the world's wealthiest countries (France, Germany, 
the United Kingdom, Japan and the United States), Maddison's estimates of 
growth in real per-capita incomes for 1950 through 1973, compared to the earlier 
period 1900 to 1929 (perhaps the last period before World War II in which the 
state of the world economy can be considered to have approached some degree 
of normalcy). The superiority of the postwar growth rates should be clear 
enough. Except for the U.S., the later growth rate for each of the countries was 
well over twice as high as in the earlier interval. 
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Figure 2.1: Growth Rates, Per-Capita GDP 
Five Countries, 1900-1929 vs. 1950-1973 
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Figure 2.2 undertakes to suggest how these growth rates have affected living 
standards, comparing, at the beginning and end of the postwar period, this time, 
the level (rather than the growth rate) of real per-capita income of each of the 
countries included in the previous graph. We see that over the 40-odd years 
between 1950 and 1989, average incomes rose by a factor ranging from 2.1 for 
the US., to 7.8 in the case of Japan. Japan's eightfold increase in per-capita 
income is clearly spectacular, but dispassionately considered, even the datum for 
the US. is impressive. 

This extraordinary economic progress did not consist of just an expansion in 
the sheer quantity of output per person. Technological innovation revolutionized 
not only production processes, but also added dramatically to the variety of 
products available to consumers. Color television, the VCR, the jet airplane, the 
dishwasher and clothes dryer, the personal computer, and the photocopier are 
only among the most obvious in the list of items that have transfonned the 
pattern of consumption, and have done so in many countries besides the US. 

These facts belie the view sometimes expressed that long-tenn economic 
growth throughout the world is evaporating, or the more common conclusion that 
the American economy has reached a stage of long-tenn stagnation. We will 
retum to the latter issue presently. 
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Figure 2.2: Real Per-Capita GDP 
Five Countries, 1950 and 1989 
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II. EXPANDING INTERNATIONALIZATION: WORLD MARKETS VS. 
DOMESTIC MARKETS 

Increasingly, markets for economic goods have grown international. Producers 
ever more commonly find their prime competitors to be foreign firms, and sell 
larger shares of their outputs to foreign buyers. Much of this is ascribable to 
improvements in transportation that have lowered the cost and sped the 
transmission of products across national boundaries. Not only the improvements 
in ocean shipping and air transportation play a role here. The international 
linkup and the declining real cost of use of the telecommunications and computer 
networks have also have played an important role, for reasons we will note. 

It has been estimated that over the course of a century the share of GDP of the 
industrialized countries that goes into exports may well have trebled. Figure 2.3 
shows that share for the United States over the course of the postwar period, We 
see that though US. exports fell from 6.3 percent of total GDP in 1949 to 4.6 
percent of the total in 1959, since then they have risen steadily, to 10.5 percent 
in 1991. Though the growth in the share of exports in US. sales may have been 
larger than that in other countries which were already exporting a considerable 
proportion of their outputs, the increasing internationalization of the market was 
nevertheless pervasive. 
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Figure 2.3: U.S. Exports as Percent ofGDP 

1949-1991 
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The magnitude of the shift toward export-bound production is surely impres
sive, but one is hardly surprised to fmd such expansion in international trade of 
tangible items such as computers, airplanes, automobiles, wheat and radios. 
However, there are many other products that are virtually never traded. These 
include services such as haircuts, housecleaning and the like. Indeed, the outputs 
of the service sector are often taken to be inherently unexportable, or very nearly 
so, because of their intangible character. In fact, modem technology is 
increasingly changing this. The compound technology that encompasses both 
telephones and computers permits fmancial markets in country A to sell ever 
more of their services to investors and other individuals in country B. Engineers 
in country C increasingly obtain services such as blueprint preparation in country 
D, to which the required specifications have been transmitted by telephone or 
fax, and from which the required drawings are promptly retransmitted by similar 
means. The performing arts provide another illustration of the increasing ease 
with which services are now exported. In the past, there were occasional visits 
by a theater company of one country to another country fairly distant from home. 
However, transporting an entire company is a costly and difficult operation. The 
mass media have changed all that, and now American films and television 
programs constitute one of our more significant exports, to the distress of rivals 
in the importing countries whose screens and airwaves these products of the u.s. 
often dominate. 
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Thus, there appear to be ever fewer sectors of any country's economy that are 
immune from invasion from abroad and which do not tum at least partly to other 
nations for portions of their markets. Increasingly, then, the economy is growing 
to be just one world. 

III. THE CONVERGENCE PHENOMENON 

In the middle of the nineteenth century the United Kingdom was the 
undisputed economic leader of the world. Half a century later the leadership 
position was taken over by the u.s. In both cases, there was little question as 
to the identity of the occupant of the vanguard position, with virtually all other 
countries well behind the leader. In the first half of the twentieth century the 
u.s. was indeed the golden land, to whose standards other countries could only 
look up. Today, all this has changed. Though, contrary to what is widely 
believed, the U.S. is still in the lead in terms of average standards of living and 
levels of productivity (particularly in manufacturing), there are now a half-dozen 
other countries following closely on America's heels. Those friendly rivals have 
dramatically narrowed the gap both in terms of output per capita and productivity 
levels. Figure 2.4 illustrates the phenomenon. For each of the 5 countries 

Figure 2.4: Real Per-Capita GDP as Percent of U.S. 
Five Countries, 1950 and 1989 
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reported upon in Figures 2.1 and 2.2, the graph shows per-capita GDP as a 
percentage of the U.S. level, both in 1950 and in 1989. While in 1950 per-capita 
GDP for the other countries averaged only 33 percent of the U.S. level, by 1989 
(though none of the others had nearly caught up with the American figure), it 
averaged 79 percent of U.S. GDP per capita. 

This convergence probably began in a small way in the last two or three 
decades of the nineteenth century. However, it really took off after 1950, with 
some slowing (and, perhaps, some partial reversal) since the mid-1970s. We 
have just seen how dramatic the convergence phenomenon has been. This 
closing of ranks has, however, largely been confmed to fewer than two dozen 
industrialized countries, the members of what I have elsewhere referred to as the 
"convergence club." Not only the less developed countries, but even the middle
income countries, as a group, have failed to come closer to the standards of the 
leading economies.) 

Economic historians ascribe the convergence phenomenon to several sources. 
The two influences that are probably cited most often are scale economies and 
technology dissemination. On the fIrst of these, it is often suggested that many 
of the industries which led in the technological progress that underlay the growth 
in productivity of the past two centuries were large enterprises, which character
istically have had an advantage in tenns of cost and other areas relative to their 
smaller rivals. Strict scale economies and the costliness of R&D (along with the 
fact that R&D's results are at least as applicable to large enterprises as they are 
to small) are but two of the sources of this advantage. It has been suggested by 
acute observers such as Moses Abramovitz (1986) and Richard Nelson 
(forthcoming) that this fact alone enabled the U.S., with the unparalleled size of 
its domestic market, to forge ahead in the nineteenth century. On this view, two 
phenomena eventually eroded the American advantage and enabled other 
countries to begin to catch up to it. First, after some point in almost every 
industry, the benefits of further increases in size of operation begin to exhaust 
themselves, and many business enterprises in the U.S. may have attained that 
scale. The business enterprises of Europe and the Far East still typically have 
a way to go in that direction, and this has facilitated rapid growth in those 
regions. Perhaps more important, the growth of international trade has given 
business finns in smaller economies access to markets far larger than those 
offered by the United States alone. This, too, enabled the typical enterprise 
abroad to move toward an American scale of operations with whatever 
productivity and competitive advantages that offers. 

Technology transfer is the second source of convergence frequently cited by 
economic historians. Innovation does not derive from anyone nation alone. In 
fact, at any given time in a "typical" country of the approximately 25 nations that 
constitute the world's industrialized core, probably more than 90 percent of the 
techniques in use in the production processes of that country derive from foreign 
sources. This is almost a tautology, because if all of these economies were 
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employing the latest techniques and product designs and therefore sharing the 
same technology, for the "average" country among these 25 it is true by 
definition that only 1125th of the technology will have derived from domestic 
sources. Thus, imported techniques are probably far more important for this 
"average" nation's economic performance than is its own success as an innovator. 
Every country in this group does import technology from many others but the 
trade is generally not in balance. The economic laggards usually have far more 
to learn from the leaders than the leaders can learn from the laggards. As a 
result, the technology exchange process contributes more to the growth of the 
economies that are slightly behind than it does to those in the vanguard. Those 
that are far behind, the LOCs, typically also gain less in the process because they 
generally possess few of the skills - in the form of engineers, scientists and 
technicians - needed to make effective use of these opportunities; also, the 
product mix of the industries in LOCs often offers relatively little scope for the 
benefits of technological sophistication. All this means that the technology 
transfer process makes for slower growth in the economies at the apex of the 
pyramid, comparatively fast growth in the second-level economies, and slow 
growth at the bottom of the economic hierarchy. Hence, this may go far in 
explaining why the countries in this second echelon have been converging upon 
the leading economy, while the LOCs as a group have failed to do so. 

If either or both of the explanations offered above do account for the bulk of 
economic convergence, then a second implication follows. The logic of the 
argument implies that, as the mildly laggard countries come close to catching up 
with the leaders, the convergence process can be expected to tend to run out of 
steam. The sizes of business firms and product markets in those countries will 
have approached those of the former leaders, so that this source of what have 
been described as the "advantages of (moderate) backwardness" will tend to 
become exhausted. Similarly, the favorable technology trade balance of these 
countries will have brought the sophistication of their technology abreast of the 
economic leaders' so that the former will no longer have less to offer in this trade 
than the latter. Thus, as the convergence process continues, and countries 
approach more closely to one another in performance, the superior rapidity of 
growth by the mild laggards will tend to erode. We can perhaps expect a future 
with a number of countries close together at the front of the economic race, i.e., 
a regime of shared leadership. 

There is some evidence that this is happening, as is indicated by the next two 
figures. The first (Figure 2.5) shows the history of overall productivity levels in 
four countries over the postwar period, using the U.S. as reference point, so that 
in every year we set U.S. = 100. The graph indicates that France, Germany and 
Japan are all still behind the United States, though France and Japan are still 
moving up toward the U.S. level. But the graph suggests that the catch-up 
process may be slowing and that the other nations may only be approaching the 
American time path as asymptote (never to surpass it). The time path of German 
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Figure 2.5: Productivity Levels as % of U.S. 

France, Germany, Japan, 1950-1990 
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productivity for well over a decade suggests that Germany is no longer even 
moving up toward the u.s. level. The next graph (Figure 2.6) shows the growth 
rate (rather than the absolute level) of manzifacturing productivity for Germany, 
Japan and the U.S. over the same postwar period. This figure shows that in the 
early postwar period the output-labor ratio grew far more quickly in Japan and 
Germany than it did in the United States. But, since then, the American growth 
rate has exhibited no downward trend, while that in the other two countries has 
fallen sharply. The growth rate of German manufacturing productivity, contrary 
to widespread belief, is now well below that of the U.S. and has been for a 
number of years sufficient to indicate that this development is not a cyclical 
manifestation or a fortuitous blip. Japan's manufacturing productivity is still 
growing faster than America's, but the difference in the rates is now very small 
and, arguably, within a range that does not permit it to be distinguished with 
confidence from statistical error.2 

To summarize, the past half-century has, indeed, brought with it a process of 
convergence in the living standards and productivity levels of the world's leading 
economies, with the gaps among them narrowing sharply, but with that between 
them and the LDCs becoming larger. One cannot predict with any degree of 
confidence where this process will lead another half-century into the future. 
However, both the theory and some empirical evidence suggest that the process 
may not presage a radical change in the identity of the economic leaders, but 
rather a move toward group leadership, in which a number of countries with high 
records of accomplishment share similar living standards and productivity levels. 
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Figure 2.6: Manufacturing Productivity Growth 
U.S., Germany, Japan, 1950-1990 
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IV. COLLAPSE OF THE CENTRALLY DIRECTED ECONOMIES 

Though it is only very recent and did not occupy the bulk of the postwar 
period, the collapse of the centrally directed economies of the Soviet Union and 
Eastern Europe is one of the most striking developments of our era and one that 
is likely to be most significant in its effects upon the world economy in the more 
distant future. There is no need to document this development here, as has been 
done with the other issues discussed so far, because it has had so much publicity 
and its outlines are certain to be familiar to the reader. The pertinence of this 
upheaval for my purposes will become clear in the second half of this chapter, 
when I discuss the implications of world developments for economic education 
and the way in which they increase the urgency of this educational activity. 

V. OTHER POSTWAR ECONOMIC DEVELOPMENTS 

There were, obviously, many other significant postwar developments that merit 
more than a passing reference, but that cannot really be examined with the care 
they deserve in an essay of this size. I will discuss only a few examples to 
illustrate the sorts of phenomena involved. 

On the macroeconomic side, one can cite the rise in what is considered a 
"normal" rate of inflation, along with the decline in the severity of recessions. 
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It is true that spectacular inflations have been experienced before, notably after 
World War I in Gennany, Hungary and elsewhere. But perhaps never before has 
an inflation rate of some 3 or 4 percent per year been accepted for nearly half 
a century as an indication of price stability. This is suggested by the observation 
that, despite the inflation of the Napoleonic wars and the American Civil War, 
the nineteenth century as a whole was probably one in which price levels actually 
declined. Or, to take another example for contrast, probably the most severe and 
protracted period of price rise in English history before the 20th century was the 
great Tudor inflation which lasted some 140 years, from the accession of Henry 
VIII to the establishment of Cromwell's Commonwealth. In that period, the price 
level has been estimated to have increased about eightfold. Yet the average 
annual rate of price increase during those years was, roughly, a mere 1.5 percent 
per year - minuscule by the standards of the second half of the 20th century. 

If the perfonnance on the inflation front has been poorer than that in the past, 
the record in terms of the business cycle is far more felicitous. Recent recessions 
have, of course, been painful enough, and there is no reason to suggest that the 
problem shows any signs of disappearing. Yet the fact that the downturns of the 
postwar period have been referred to as "recessions" rather than "depressions" is 
no mere change in terminology. After World War II periods of poor business 
conditions have often entailed a sharp slowdown in growth rather than an actual 
and substantial decline in output, as occurred during the Great Depression of the 
1930s. Postwar unemployment rates have rarely approached even half the 
percentage figures manifested during the Depression. All in all, we seem, either 
by luck or sound policy, to be coping better with business downturns than we did 
before. 

Turning to developments on the microeconomic side, we may note that the 
postwar period has been plagued by persistent and relatively rapid increases in 
prices of several of the service industries, notably in health care and education. 
From 1947 to 1986 the average annual rate of increase in the price of a visit to 
a general medical practitioner (the price charged by the doctor to the patient) was 
nearly 5.5 percent, compared to an average increase of 4.2 percent per year in 
the Consumer Price Index, according to the Bureau of Labor Statistics. This 1.3 
percentage-point difference may not seem very large, but over the 39 years in 
question it was enough to raise the cost of a physician visit approximately 750 
percent in nominal terms, or 150 percent in dollars of constant purchasing power. 

Over the years 1947-1986 the price per patient-day at a hospital increased even 
more rapidly, by a considerable margin, than the cost of a visit to a physician. 
The cost of a hospital stay is reported by the U.S. Bureau of the Census to have 
risen at an average annual rate of 11.7 percent compounded, which over the 39-
year interval cumulated to more than a 9,000 percent increase. This amounts to 
a 1,750 percent rise in terms of dollars of constant purchasing power. 

Education costs have shown patterns very similar to those of medical care. 
Cost per pupil-day of elementary schooling has also risen steadily and cumula-



30 Baumol 

tively at a rate markedly outstripping that of inflation, intennediate between that 
of a physician visit and that of a hospital stay, according to the reports of the 
US. Department of Education. 

The long-tenn significance of real and persistent price increases of these 
magnitudes is indicated dramatically by a simple projection. Assuming that 
current trends in their real prices continue and that the share of their real outputs 
in the total real national product continues, a 50-year projection yields the 
following results: Medical expenditures, instead of constituting 11 percent of total 
national output, as they did in 1987, must rise to more than 35 percent of the 
total in the year 2040. And the share of expenditure devoted to education will 
have risen from under 10 percent of the total at the beginning of the period to 
more than 20 percent at the end. In other words, if current relative price trends 
and output proportions continue as they are now, by the time four decades of the 
next century have passed, education and health care alone will absorb well over 
half US. gross domestic product! 

These disturbing price trends are often attributed to avarice or inefficiency. 
For example, the growth in health care costs is blamed on the greediness of 
physicians and their unscrupulous overcharging. But the evidence indicates that 
there must be far more to the explanation. While the ethics of doctors are 
probably no better than those of professors, or the members of any other 
profession, the temptation to attribute the problem to villainy is surely misguided. 
The fact is that over much of the post-World War II period the real (inflation
adjusted) earnings of doctors in the US. have been virtually constant. The 1991 
US. Statistical Abstract reports the trends in median net physician incomes for 
the years 1975-1988. During this 13-year period medical doctors saw their 
nominal median incomes approximately double, from $58,400 to $117,800 (not 
adjusted for inflation). However, because at the same time the Consumer Price 
Index also doubled, real (inflation-adjusted) physician income at the end of the 
period was almost exactly where it had begwl. 

There is obviously no single influence to which one can attribute this 
disturbing trend in the prices of health care, education and a number of other 
services such as street cleaning, police protection, repair of automobiles and other 
equipment, legal services and the live perfonning arts. But their one common 
and distinguishing characteristic is that each of them is to some extent a personal, 
handicraft activity, whose production depends on human labor and cannot be 
completely mechanized or standardized, and which, consequently, is relatively 
slow in comparison with the rest of the economy in terms of the productivity 
growth it is able to achieve. Other things being equal, if productivity growth in 
an activity such as education is, by the nature of what may be considered its 
production technology, condemned to grow more slowly than that in computer 
manufacturing and other sectors of the economy, it follows that the cost and, 
hence, the price of education must grow persistently and cumulatively faster than 
the average for the economy. This technological imperative, surely, is a major 



ECONOMIC EDUCATION FOR HALF A CENTURY 31 

contributory influence accounting for the disturbing course of the prices of health 
care and education, among other services, that has persisted throughout the 
postwar period, and has become a major political issue throughout the developed 
world. 

VI. ECONOMIC EDUCATION: TOPICS FOR THE CURRICULUM 

One of the crucial components of an economic education program is the lesson 
that unaided common sense is not always a reliable guide for economic 
decisions. So many economic phenomena and relationships are either not 
obvious or are altogether counterintuitive that education in the discipline is 
needed by the nonspecialist. The distressing shibboleths and the perverse 
economic programs sometimes supported by politicians and by wide segments 
of the general public are attributable to their dependence on what appears to be 
common sense, even though, on occasion, it turns out to be common nonsense. 
It seems to me, therefore, that one of the crucial obligations of economic 
education is to provide the student with at least the beginnings of an analytical 
framework as well as any ancillary materials needed to avoid such misunder
standings, with all of their serious consequences for society. 

The postwar developments that have been described in earlier sections of this 
chapter provide us with a number of observations or implications that are either 
far from obvious to those who have not studied the matter carefully, or that 
contradict common judgments and common intuition. The remaining pages of 
this chapter undertake to provide examples of the sorts of misunderstanding and 
misconception that economic education can rectify. 

1. General MISinformation. Most of the developments of the postwar period 
that have just been described are unrecognized by students and by the public 
generally. Of course, most people are aware of the threat of inflation, the rising 
cost of health care and, perhaps, that of education. However, they generally do 
not know how substantial the longer-term economic growth rate has been, or how 
much international trade has grown, or that the industrial economies have 
undergone marked convergence, or that recessions have grown distinctly less 
severe. These, of course, are hardly peripheral developments, and merit inclusion 
in the curriculum simply as important pieces of knowledge. One may well judge 
that any adult who is unaware of the bulk of these developments is ill-informed. 
This alone is sufficient to warrant a place for them in the teaching program, and 
helps to strengthen the argument for wider dissemination of education in 
economics. 

In addition, as will be seen in the following paragraphs, failure to recognize 
and begin to understand such postwar economic developments can lead to 
misconceptions about appropriate policy, which can easily transmit their 
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distorting influence to the political arena. As has been said, one of the major 
contributions to be hoped for from economic education is to make the public 
better infonned about such matters in order to make them better citizens and to 
improve their role in the political process. The observations that follow are 
intended only to be illustrative and are neither meant to exhaust the list of 
pertinent issues nor even to focus upon all of those that are the most important 
for public policy. 

2. Political Pressures for Emergency Measures to Enhance Long-Term 
Growth Effective measures to stimulate the growth of productivity and per
capita income are usually desirable, almost by definition. But the policies that 
are appropriate if there is reason to fear that those growth rates are undergoing 
catastrophic decline are very different from the policies called for when there is 
no such emergency. The programs needed under emergency conditions are apt 
to be more precipitate, extreme and, in a real sense, very much more costly. 

Current political rhetoric often implies that we are in the midst of such a crisis, 
or that it is imminent. Perhaps fortunately, political stalemate has so far 
prevented these cries from being translated into ill-considered and hasty action. 
The lack of evidence that long-tenn growth in the United States and the other 
industrial nations is undergoing such a crisis should lead to calmer and more 
painstaking consideration of the growth issue. This does not necessarily mean 
that growth developments are best left to take care of themselves, or that 
measures to encourage growth are ill-advised. But the evidence that, despite 
shorter-run recession problems, longer-run prospects are far from grim can surely 
give society time to deal with this issue in a considered manner that is likely to 
be more effective and less costly than one that only a crisis can justifY. 

3. Growth of International Trade and Antitru5t Issues. The strength of the 
market power (if any) that is possessed by the business finn that is under 
scrutiny in an antitrust investigation is usually studied with the aid of data 
intended to measure the share of the domestic market constituted by the 
company's output and the ease of entry by prospective rivals if monopoly profits 
make the arena sufficiently attractive to newcomers. It is generally agreed that 
either small market share or extreme ease of entry deprive the finn of market 
power and therefore should generally exempt its pricing practices and other 
related actions from the scrutiny of antitrust watchdogs. 

Both of these pertinent pieces of evidence have in many industries been 
affected substantially by the postwar internationalization of markets. For 
example, in earlier periods the American automobile industry was populated by 
four finns, all of them U.S. companies. Today, foreign cars constitute a 
substantial share of the American market. A number of Japanese finns, as is 
only all too obvious, have become fonnidable competitors. In addition, Swedish, 
Gennan, Korean and other foreign vehicles are readily available and seem 
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comfortably entrenched in our market. Their rise also confmns that the market 
is hardly characterized by impenetrable barriers to entry. 

All of this means that a contention that US. auto makers possess considerable 
market power has lost much of its plausibility. The story can be repeated for a 
number of other industries, and it would seem to mean that for such industries 
one cannot justify the devotion of nearly as much attention by the antitrust 
authorities as one could immediately after World War II. 

4. The Loss of World Leadership By a Number of us. Industries. Immedi
ately after the war it was not inappropriate to think of the US. as an island of 
wealth surrounded by other lands all of which were substantially poorer. Many 
observers believe that such a state of affairs is hardly ideal, even in terms of the 
self-interest of the United States. Poor countries are poor customers for 
American products and, besides, they are apt to be troubled by instability which 
ultimately becomes a problem for the United States as well. Thus, the 
convergence process, which brought perhaps ten other countries within hailing 
distance of American standards of living and productivity levels, is something 
that should be considered a "good thing," not only for our competitors but for the 
United States as well. 

However, it is impossible to achieve such convergence if these other countries 
do not each achieve proficiency in some fields and even take over leadership in 
those lines of endeavor. The manufacturing sector of the US. economy has been 
classified into 13 subsectors for which one can obtain fairly comparable data on 
relative productivity in several countries.3 These figures indicate that in the early 
postwar period the US. led in each and every one of these subsectors. But in 
a convergence process such ubiquitous superiority could hardly be expected to 
last. And, indeed, recent data indicate that American industries have lost their 
productivity lead in four of the thirteen subsectors, but retain it in the remaining 
nine. 

Looked at in this way, the diffusion of leadership may be taken as a develop
ment far less damaging to American interests than it is generally interpreted to 
be. While it is undoubtedly painful to the employees and investors of the 
affected industries, the appropriate response may not be a desperate effort to 
shore up the declining enterprises, but a program to ease and facilitate the 
transition, with, perhaps, training grants and other forms of assistance to the 
affected work forces. It is, of course, not the object here to digress into a careful 
study of suitable policy, but only to suggest how knowledge of these economic 
developments may well influence the way the issues should be thought about. 

5. The Rising Cost of Education and Health Care. Only a few words need 
be said here about what may perhaps be called the permanent crisis of health 
care costs. If the primary source of the problem is technological, as has been 
argued here, then the search for villains on whom to blame the problem is hard 
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to defend. Moreover, it must then be recognized that the commonly proposed 
remedy - price controls of greater or lesser severity or subtlety - can only 
exacerbate the real social damage. If the real costs of providing these services 
will continue to rise, then price controls, as we know, will necessarily end up 
reducing the quantity and quality of the services supplied; and that, surely, is not 
the remedy we are seeking. 

6. The Col/apse of Central &onomic Direction. Finally, I offer a few 
remarks on some lessons drawn from the collapse of the centrally directed 
economies of the Soviet Union and Eastern Europe. The most pertinent and 
most obvious lesson is, of course, the superiority of the market mechanism as an 
engine of production. Many of us believed it before, but few of us may have 
realized quite how great is the loss of productivity that can result from departure 
from a market regime. 

A second lesson is one in environmental economics. Before the disintegration 
of the Soviet Union, there were many who were prepared to attribute the bulk 
of the damage to the world's environment to the activities of capitalist enterprises 
and their unswerving devotion to the pursuit of profits. The mind-boggling 
desecration of the environment in the Soviet empire that was revealed when it 
was opened to the world's inspection indicates that central control is hardly a 
panacea in this arena., and lends strength to the arguments of economists that 
market mechanisms may well be the best instruments to use in overcoming the 
environmental shortcomings of the unregulated market. 

A third lesson of the Eastern European experience is that a well-functioning 
market mechanism cannot be created overnight, and that the process can be 
costly and painful. Overoptimism about the transition may well backfire when 
it results in disappointed expectations and exacerbates popular resistance to 
necessary steps for the creation of a market economy. 

Finally, the experience of the former Soviet Union brings out a lesson for us 
all. We must not forget that the market mechanism, with all its virtues, is not 
without its shortcomings. Already, the first steps toward its creation in Eastern 
Europe have brought unemployment where little had been experienced before, 
introduced more visible income inequalities and incentives that made high-priced 
goods available, but affordable almost exclusively to those who were able to 
outdo the others in this newly competitive world. The moral is not that the 
market mechanism should be viewed with suspicion and hostility, but that its 
shortcomings should be recognized forthrightly so that some effective measures 
to deal with them can be designed and instituted. 
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VII. CONCLUDING COMMENT 

This has been an exciting half-century, one of relative peace and of unprece
dented prosperity. For students whose entire life has been encompassed by this 
era it is not easy to recognize how different it is from earlier periods, or how 
significant those differences are for our understanding of the workings of the 
economy and the design of rational economic policy. All this is grist for the 
mills of economic education. This brief essay can hardly begin to cover all there 
is to be said on the subject; but perhaps enough has been said here to indicate 
how rich a field it is. 

NOTES 

The author is grateful to the Alfred P. Sloan FOWldation, the Price Institute for 
Entrepreneurial Studies and the C. v. Starr Center for support of this work. 

1. There is a sense in which this statement is not quite true. A multitude of very 
recent studies have shown consistently that if one uses regression analysis to test for 
convergence, but includes in the regressions separate pertinent variables such as 
investment in machinery, expenditure on education, and so on, for the countries in the 
sample, then the residual - the portion of real per-capita GOP growth not accounted for 
by these variables - shows that convergence extends to perhaps 90 percent of the world's 
economies. This result has an important interpretation. It suggests that if the middle
income countries that are not members of the convergence club spend enough on 
machinery, education, etc., they can expect to gain admission to the club, because they 
too enjoy the benign influence of the economic forces underlying convergence that will 
be discussed presently in the text. In other words, the recent studies provide clues about 
what these excluded countries can do to join the group of converging countries. 

2. Earlier data provided by the US. Bureau of Labor Statistics did, in fact, indicate 
that these two growth rates have been virtually the same for about a decade. A recent 
conservative revision by the US. has reduced the American growth rate estimate and its 
result is shown in Figure 2.5. It has been argued by some observers, however, that while 
some such downward adjustment was called for, the one actually carried out by the BLS 
may have gone slightly too far. 

3. Actually, the US. classification includes a greater number of subsectors, and the 
German data contain a still greater number. However, the smaller number of subsectors 
in the Japanese data can be used in the process of comparison that we carried out, by 
combining of a number of American subsectors and doing the same for the German 
figures. 
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CHAPTER 3 

A GLOBAL FRAMEWORK 

FOR TEACHING ECONOMICS 

Phillip Saunders 

The Committee that developed the National Council on Economic Education's 
A Frameworkfor Teaching the Basic Concepts (Saunders et aI., 1993) sought to 
present a concisely stated set of economic concepts for teaching economics in 
United States schools below the college level. How appropriate are these 
concepts for teaching economics in other countries? Are there concepts in 
economics that are as universal as the basic concepts in, say, mathematics or 
physics, or are economics concepts country specific? Could an appropriate 
international committee develop a global framework of basic concepts that could 
be used to teach economics below the college level throughout the world? We 
can't get a specific answer to the latter question until it is tried, of course, but in 
this chapter I will argue that, subject to a few important caveats mentioned 
below, the basic answer is "yes." Indeed, switching from a "positive" analytical 
mode to a "normative" advocacy mode, I will argue that such an attempt should 
be made, and that the National Council's existing Framework offers a useful 
starting point from which such an international committee could launch its 
deliberations. 

In the remainder of this chapter I will flfS1: outline the basic structure of the 
National Council's existing Framework, then discuss the important caveats 
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mentioned above, and conclude with some personal comments on what the most 
important economic concepts in a still-to-be-developed global framework for 
teaching economics might be. 

I. THE NATIONAL COUNCIL'S FRAMEWORK 

Table 3.1 lists the National Council Framework's 22 basic economic concepts. 
These concepts are subdivided into: fundamental economic concepts; microeco
nomic concepts; macroeconomic concepts; and international economic concepts. 
Also contained in the Framework and shown in Table 3.1 are seven measurement 
concepts and methods, and seven broad social goals for evaluating economic 
performance and policies. 

Table 3.1: Basic Concepts 

FundamenJai Economic Concepts 

I. Scarcity 
2. Opportunity Cost and Trade-offs 
3. Productivity 
4. Economic Systems 
5. Economic Institutions and Incentives 
6. Exchange, Money, and Interdependence 

Microeconomic Concepts 

7. Markets and Prices 
8. Supply and Demand 
9. Competition and Market Structure 
10. Income Distribution 
II. Market Failures 
12. The Role of Government 

Macroeconomic Concepts 

13. Gross National Product 
14. Aggregate Supply 
15. Aggregate Demand 
16. Unemployment 
17. Inflation and Deflation 
18. Monetary Policy 
19. Fiscal Policy 

InJernational Economic Concepts 

20. Absolute and Comparative Advantage and Barriers to Trade 
21. Balance of Payments and Exchange Rates 
22. International Aspects of Growth and Stability 
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Table 3.1: Basic Concepts Continued 

Measurement Concepts and Methods 

Tables 
Charts and Graphs 
Ratios and Percentages 
Percentage Changes 
Index Nmnbers 
Real vs. Nominal Values 
Averages and Distributions Around the Average 

Broad Social Goals 

1. Economic Freedom 
2. Economic Efficiency 
3. Economic Equity 
4. Economic Security 
5. Full Employment 
6. Price Stability 
7. Economic Growth 
8. Other Goals 

Source: Saunders et aI., 1993, p. 14, pp. 51-54. 
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The concepts and goals sho\Wl in Table 3.1 were selected to achieve a broad 
overriding educational objective to "enable students, by the time they graduate 
from high school, to understand enough economics to make reasoned judgments 
about economic questions." The Framework committee noted that these 
economic questions: 

... include personal economic questions as well as broader matters of 
economic /Xllicy that students will face as members of democratic society. 
Learning to make reasoned judgments about economic questions will help 
students become more effective decision makers and more responsible citizens. 
Indeed, the most iffi/Xlrtant step toward understanding in economics - as in 
other branches of knowledge - is the replacement of emotional judgment by 
objective, reasoned analysis. (Saunders et aI., 1993, p. 3) 

As this quotation implies, there is a heavy emphasis in the Framework on 
economics as a way of thinking rather than a set of answers. The emphasis on 
systematic, objective analysis that encourages a reasoned approach to evaluating 
various alternatives with respect to specific criteria is illustrated with use of a 
formal decision making grid. The general format of such a grid is sho\Wl in 
Table 3.2. 
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Table 3.2: Sample Decision-Making Grid for Systematic Evaluation of Each 
Alternative With Respect to Each Goal or Criterion 

ALTERNATIVES 

Alternative I 

Alternative 2 

Alternative 3 

Alternative 4 

Goal or 
Criterion 1 

Source: Saunders et aI .. 1993. p. 10. 

GOALS OR CRITERIA 

Goal or 
Criterion 2 

Goal or 
Criterion 3 

Goal or 
Criterion 4 

The intersection of the rows and columns in a decision-making grid creates 
boxes or "cells" which match up each alternative with each goal or criterion. 
Evaluation marks such as pluses or minuses or some form of numeric evaluation 
scale can be placed in the cells to indicate how each alternative, including a "do 
nothing" alternative, helps meet each goal or criterion. Often in personal and 
social decision-making situations, no single alternative meets all of the goals or 
criteria, and all criteria are not regarded as equally important. But, even in 
situations where goals conflict and evaluations differ, the systematic use of a 
decision-making grid can help claritY the issues and make the evaluation process 
a more reasoned one. By highlighting the costs, benefits, and trade-offs of 
different choices the economic way of thinking helps equip students to evaluate 
alternative courses of action or inaction in personal economic situations involving 
their roles as consumers, members of the work force, savers and investors, and 
in social situations involving their roles as citizens and voters. 

II. BACKGROUND CAVEATS 

The concepts that might be emphasized in a global framework for teaching 
economics depend crucially on the broad educational objectives to be achieved. 
The National Council's Framework is a useful starting point only if one accepts 
the ultimate goal of developing students' ability to make reasoned judgements 
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about personal and social economic questions. The assumption that students will 
become "members of a democratic society" is explicitly stated in the Framework, 
and it is crucial in deciding which economic concepts to teach below the college 
level. 

Another important consideration that must be kept in mind in discussing the 
nature and number of concepts to include in a global framework for teaching 
economics is the amount of time to be devoted to the teaching of economics at 
different grade levels and different parts of the curriculum. In this regard it is 
important to note that the existing Framework was NOT intended to be the 
outline for a single high school course in economics. Many students in the 
United States and other countries end their formal schooling before reaching this 
level. If possible, attempts should be made to teach some basic economic 
concepts and the economic way of thinking before the high school level. The 
success of attempts to "infuse" economics into the curriculum below the high 
school level, of course, depends crucially on the availability of appropriately 
designed materials and appropriately trained teachers. Experience with the 
Trade-offs film/video series, which was designed to improve the economic 
understanding and decision-making skills of 10-to-13-year old students in the 
United States and Canada, provides perhaps the best documented case of a 
successful and widely used example of infusion. However, this experience also 
emphasizes the importance of appropriately designed materials and appropriately 
trained teachers. I 

The success of Trade-offs lead to the development of the Give & Take series 
for older students and the Econ and Me series for younger students. A 1985 
study of the Give & Take series by Chizmar and others found that 

using economics as an instructional vehicle in the classroom does not detract 
from an improved performance in broader social studies skills and other, more 
basic, learning. In fact, the fmdings of this study indicate that student perfor
mance in these latter areas is improved as a result of the instruction in 
economics." (Chizmar et aI., p. 99) 

A fmal caveat concerns the obvious point that different countries have different 
languages, different cultures, different values, different institutions, and different 
"mixes" of the basic production and distribution mechanisms of tradition, 
command, and market prices which will no doubt make it considerably more 
difficult to develop a global framework for teaching economics than the by-no
means easy task of developing such a framework in a single country.2 If one is 
willing to establish appropriate parameters with respect to the previous caveats, 
however, I believe that a global framework of basic economic concepts can be 
developed. The examples and the materials developed to teach the concepts can 
be and should be different in different countries, but the basic concepts 
themselves can be the same. 
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III. PERSONAL OBSERVATIONS 

My belief that a global framework of basic economic concepts can be 
developed, if one focuses on enhancing student decision-making skills in 
countries that are willing to develop materials and train teachers to teach 
economics at various grade levels in addition to providing at least a one-semester 
course (and preferably a one-year course) at the senior high school level, is based 
more on personal opinion than hard evidence. But my experience with the 
Trade-offs and Give & Take series in the United States and Canada plus some 
recent projects in Russia and Ukraine leads me to believe that an appropriate 
international committee could indeed reach agreement on a limited set of basic 
economic concepts. I observed the use of translated versions of some Trade-offs 
and Give & Take videos and the accompanying teacher's materials in intensive 
workshops with school teachers in Moscow, Russia and Kharkov, Ukraine in 
August and September, 1992, in St. Petersburg, Russia in December 1992, and 
in Novisibirsk, Russia in July 1993. Even in this environment of rapid and 
confusing changes in the economic systems of these countries I was impressed 
with the ability of the participating teachers to come up with examples and 
situations that they could use in their own classrooms to illustrate and explain the 
basic concepts illUstrated in the videos, including teaching activities that made 
explicit use of decision-making grids. The same thing is true of other simulation 
games and activities that were used to illustrate specialization and productivity, 
exchange and interdependence, supply and demand, market-clearing prices and 
changes in market-clearing prices, the effects of price ceilings and price floors, 
and the effects of large increases in the money supply on the price level. 

Two problems with simply listing concepts as is done in Table 3.1 are that not 
all of the concepts are equally complex or equally important, and the same 
concept can be learned with different degrees of sophistication. Experience to 
date, however, indicates that it is generally easier for teachers and curriculum 
developers to come up with examples and activities dealing with the concepts 
classified as fundamental economic concepts and microeconomic concepts in 
Table 3.1 than it is for those classified as macroeconomic concepts and interna
tional economic concepts. 

Space constraints prevent me from elaborating in detail all of the concepts I 
would advocate for inclusion in a global framework, but there are seven concepts 
in particular that I would identify as the most important for teaching below the 
high school level. If these concepts are effectively taught before students reach 
high school, less time will have to be devoted to them in separate high school 
economics courses, and this will allow more time for focusing on the important 
macro and international economic concepts that now appear to get short shrift in 
the economics teaching materials with which I am familiar. In selecting the 
seven concepts elaborated in the next section, I have tried to choose only those 
that have the most to contribute to the development of critical thinking and 
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decision-making skills of students less than 15 years of age. The degree of 
sophistication that I think is necess~ in this context is indicated by the brief 
explanations following each concept. 

IV. THE SEVEN MOST IMPORTANT ECONOMIC CONCEPTS FOR 
EARLY DEVELOPMENT OF CRITICAL THINKING AND DECISION
MAKING SKILLS 

Opportunity Cost. This is the most valuable opportunity that is lost when a 
decision is made to do one thing instead of another. This concept is crucial in 
evaluating alternatives. It is a key component in developing critical thinking and 
informed decision-making skills in a variety of contexts. 

Marginal Analysis. Many decisions do not involve all-or-nothing choices. It 
is often possible to substitute a little more of one thing for a little less of 
something else. Comparing additional costs and additional benefits of various 
choices at the margin is an important aspects of critical thinking that often helps 
one make better decisions. 

Interdependence. Decisions in one situation often affect decisions in other, 
sometimes seemingly unrelated, situations. Like marginal analysis, an awareness 
of possible indirect (interdependent) effects is an important aspect of critical 
thinking that often helps one make better decisions. 

Exchange. Either directly through the often cumbersome process of barter, or 
indirectly through the use of money, exchange helps increase productivity and 
expand choices. In tum, increased productivity and expanded choices make 
decision-making and opportunity costs less painful than they would otherwise be. 

Productivity. Productivity is the amount of output (goods and services) 
produced per unit of input (resources) used. An increase in productivity means 
producing more goods and services with the same amount of resources, 
producing the same amount of goods and services with fewer resources, or a 
combination of both. As indicated above, increased productivity expands 
choices, and expanded choices make decision-making and opportunity costs less 
painful. 

Money. Money, either in the form of currency or checking deposits, serves 
both as a medium of exchange and a unit of account. As a medium of exchange, 
money facilitates specialization and the division of labor, which are among the 
main ways of increasing productivity. As a unit of account, money facilitates the 
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comparison of the costs and benefits of alternatives. Such comparisons lie at the 
heart of critical thinking and effective decision-making. 

Markets and Prices. Markets are institutional arrangements that enable buyers 
and sellers to exchange goods and services. Prices are the amounts of money 
that people pay in exchange for a unit of a particular good or services (e.g., 
$2.00 a pound, $12.00 an hour, $.50 a liter, etc.). The ratios that exist between 
various prices are called relative prices. Relative price ratios facilitate the 
comparison and evaluation of alternatives, and thus enhance critical thinking and 
effective decision-making. 

v. OTHER IMPORTANT ECONOMIC CONCEPTS FOR CONSIDER
ATION IN A GLOBAL FRAMEWORK 

If the concepts described in the preceding section are taught in earlier grades 
as important tools in personal decision-making, more public policy-oriented 
concepts can be taught at the high school level in the context of social decision
making. The broad concept of the role of government, for example, might be 
used as an overall organizing devise for the consideration of concepts that are 
concerns of public policy in all democratic countries. These include micro 
concepts such as competition and market structure and income distribution, 
macro concepts such as monetary policy and fiscal policy, and international 
concepts such as comparative advantage and barriers to trade. Institutional 
details and cultural values will differ from country to country in many of these 
areas, but a global framework might be able to specify the basic underlying 
economic concepts that should guide the development of teaching materials in 
policy-oriented high school courses.4 

My own candidates for inclusion in such a global framework are the remaining 
concepts identified in Table 3.1. Since these concepts are elaborated in the 
National Council's Framework at the level of sophistication that I think is 
attainable in a well-taught high school course, I will not take the space to repeat 
that material here. As indicated at the beginning of this chapter, however, I do 
this only in the spirit of a tentative first step to focus the discussion of an 
appropriate international committee. 

Hopefully, such an international committee can be convened in the near future 
to begin the serious, thoughtful, and exciting work necessary to see if it is indeed 
possible to develop an agreed-on global framework for teaching economics below 
the college level. 
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NOTES 

1. At its peak the I5-program Trade-offt series was broadcast by more than 180 
public television stations and was widely distributed by the 53 member agencies of the 
original consortium. The series was supported by an unprecedented number of teacher 
training programs throughout the United States and Canada, and over 200,000 teachers 
were trained in these programs. In 1981 the Agency for Instructional Television (now the 
Agency for Instructional Technology) published a summary of 15 independently conducted 
studies that concluded that: 

• the series significantly improves students knowledge of and attitudes toward 
economics 

• the series significantly improves teachers' attitudes toward economics 

• student cognitive and attitudinal gains were further increased with teacher 
inservice training 

• teacher attitudinal gains were further increased with inservice training. 
2. In this regard it should be noted that the National Council's existing Framework 

has been criticized precisely because it is a "mainstream," consensus document. [Ed note: 
For a discussion of the history and criticisms of the Framework, see Chapter 7.] 

3. These seven concepts were first specified by me in a prospectus prepared for the 
Agency for Instructional Technology (1991). 

4. Examples of some existing teaching materials that might be adapted to accommo
date different institutional contexts are contained in the National Council's Capstone 
document. Capstone: The Nalion's High School Economics Course is a curriculum 
package that emphasizes "preparing students to function successfully as citizens of a 
national and world economy" (Reinke et aI., 1989, p. v). Several lessons in this document 
are directed at understanding the role of government in the economy, monetary policy, and 
fiscal policy. 
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CHAPTER 4 
ECONOMISTS' IDEOLOGICAL 

CONFLICTS AND CONSENSUS ON 

ECONOMIC ISSUES, 

AND THEIR IMPLICATIONS FOR 
ECONOMIC EDUCATION 

Michael Watts 

From the time national economic education organizations were first formed in the 
United States and in other nations, usually in the decade or two following World 
War II, one fundamental issue they have faced is deciding exactly what 
economics to try to teach at the elementary and secondary levels. In some 
countries - especially those where the market system was rejected in favor of 
central planning, or at least severely circumscribed by an extensive system of 
government planning and regulation - that question was often restated as "What 
kind of economics will be taught in the nation's schools?" 

Economic educators trying to answer either form of this question looked 
hopefully to academic economists at colleges and universities in their respective 
nations, seeking guidance in the form of widespread professional agreement on 
content, basic methodology, and even some public policy recommendations. At 
least in democratic nations, they usually found that their hopes were only 
partially fulfilled. Some journalists and other social commentators have 
suggested that is due to the complexities of modem life in industrial societies, 
but in fact the same problem would have been found even if the economic 
education organizations had been founded 50, 100, or 150 years earlier, because 
for as long as there has been a recognized academic discipline of economics, the 
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field has been characterized by consensus in some areas, dissension in others, 
and a great deal of introspective study on the sources and ultimate desirability 
of such agreement and disagreement. Briefly reviewing the history and substance 
of this consensus and dissension is, therefore, a useful exercise both for 
economists and economic educators. 

I. IDEOLOGY AND CONSENSUS IN THE HISTORY OF ECONOMIC 
THOUGHT 

Long before economics came to be accepted as an autonomous social science, 
economic concepts and issues were widely discussed by political and moral 
philosophers, by princes and legislators dealing with public policy issues, and by 
those involved with practical issues of commerce and production. How the 
individual concepts discussed by such writers might fit together to form an 
economic system, or how their proposed policies might work themselves out in 
the context of an economic system, were topics not extensively discussed before 
Adam Smith's Wealth of Nations, or at least until a few of Smith's most 
important and most immediate precursors. But once the Wealth of Nations was 
enthusiastically received by large numbers of scholars and statesmen from many 
different countries, later economists regularly aspired to answer such questions 
and to make economics 'a true social science, built on propositions that were 
internally consistent and tested, whenever possible, by both deductive and 
empirical methods. 

The problems facing the first few generations of professional economists were 
daunting. Then, as now, they weren't the only people writing about economic 
problems and public policies, nor were non-economists often willing to defer to 
them either for the analysis of economic problems or, especially, for policy 
prescriptions to cure these problems. As a result, the most prominent early 
economists found themselves simultaneously engaged in several kinds of debates. 
Most pleasantly and productively, perhaps, they argued with other leading 
economists who disagreed with specific propositions put forth in their papers or 
books. (The most notable example of this is the long, amiable correspondence 
between David Ricardo and Thomas Malthus.) But they also dealt with writers 
and lesser economists who sought to popularize economics. (For example, 
Ricardo and John Stuart Mill generally approved of tracts by such writers as 
Janet Marcet and Harriet Martineau; a bit later, Alfred Marshall decidedly did 
not.) 1 And they sparred with other writers and public figures who wanted to 
dismiss all or part of the "received wisdom of political economy" for pragmatic 
and mundane reasons (including Robert Owen and William Cobbett, authors and 
public figures quite popular with groups of workers being organized into 
fledgling trade unions). 
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On purportedly higher planes, the early economists also crossed pens and ideas 
with literary and religious leaders who were often shocked by the hard-minded 
methods employed by the upstart proponents of this new discipline, and 
frequently repelled by the conclusions economists reached on such topics as 
subsistence wages, "positive and negative" checks to population growth, and 
future prospects of England and Europe vis a vis the New World. (Thomas 
Carlyle, who succeeded in labeling economics "the dismal science," was the most 
voluminous and perhaps most enduring antagonist in this group of critics. But 
much of his position was anticipated by Jonathan Swift's satire of cost-benefit 
analysis, "A Modest Proposal," and none of these critics got off a better line or 
put the stakes any higher than Cardinal Newman, who described economics as 
"a science at the same time dangerous and leading to occasions of sin. ") A. W. 
Coats (1988) summarizes this period by noting "Early nineteenth-century British 
economics provides a wealth of examples of economists' desire for unity, the 
difficulties of achieving it, and their concern to protect the intellectual authority 
of the cognoscenti against criticism from the lay public. ,,2 

Although the outcome of such disputes wasn't easily foretold by those engaged 
in them, these challenges were eventually weathered while the discipline's status 
grew, measured by such outcomes as the number of courses and professorships 
in economics being offered at colleges and universities, and the opportunities for 
publishing economic books and articles in respected journals. But then a new 
kind of challenge arose in the mid-nineteenth century, starting from within the 
discipline but soon leading to suspicion and criticism from without. A new 
school of economic analysis was announced with the appearance of "scientific 
socialism" (in contrast to the "utopian" socialism of writers such as Charles 
Fourier), and especially by the writings of Karl Marx and his collaborator 
Frederick Engels, who argued that certain phases of economic history were 
foreordained due to changing patterns in the ownership of the means of 
production and the development of new production technologies. Among other 
consequences of those forces, Marx and Engels claimed, was the development 
of a pro-capitalist system of economic thought, represented most vividly by 
Adam Smith's notion of the invisible hand and his defense of the economic 
functions of profits (and losses, which are harder to explain than profits in a 
rigorous application of the labor theory of value - i.e., in Marx). 

While the severity of the Marxist challenge to orthodox economics was 
unparalleled in the brief history of the discipline of economics, the idea of 
distinct schools of thought was not new. Even in the Wealth of Nations Smith 
discussed the French Physiocrats at some length, in benign but carefully 
measured and intellectually critical terms. And in England, several years before 
Marx the graduate student finished his dissertation, two businessmen and amateur 
economists, Richard Cobden and James Bright, formed the Anti-Com law 
League. Despite Disraeli's derogatory description of this group as "the 
Manchester School," it played a key role in ending the national policy of 
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protectionism for agricultural products in 1846 (with Ricardo and JR McCulloch 
supporting the repeal, and Malthus opposing it on the grounds that agricultural 
interests were vital to England's national defense). 

But there are schools of thought and then there are schools of thought, and 
unless one accepts the Marxist argument that mainstream classical and 
neoclassical economics was (and is) capitalism's apologia, clearly no other 
economic school of thought before or since has had the impact on world affairs 
that Marxism has. That impact was surprising in at least one respect because 
Marx's work was, for the most part, calmly received by the other (mainstream) 
economists of his day. Even if those economists didn't accept Marx's conclu
sions, policies, or politics, they generally saw him as highly intelligent, certainly 
well read in the discipline, and as a writer who was studying the right kind of 
economic problems and concepts (Hobsbawm, 1967). But looking back across 
the historical events of this centwy, the importance of Marxist thought and the 
dissension over it - both inside and outside of university departments of 
economics - is hardly surprising. 

Even if it is granted that the former Soviet bloc didn't follow a pure form of 
Marxism - whatever that is taken to mean - and that the United States and 
other industrialized nations of the West didn't follow the exact prescriptions of 
any mainstream group of economists, from Adam Smith to almost any set of his 
modem descendants, ranging from Paul Samuelson and Robert Solow at MIT to 
Milton Friedman and George Stigler at the University of Chicago, the historical 
significance of both Marx and Smith's ideas is clear. Clearly the Cold War of 
this centwy was largely seen and decided as an economic competition between 
central planning on the one hand and market economies on the other (albeit with 
an extensive government sector providing a basic "safety net" and performing 
other important social and economic functions). Small wonder then that the 
debate by patriots and pensioners on both sides raged so long or so loud. 

In academia, the contest between Marxist and neoclassical economics was 
waged on two broad fronts. Idealistically, the question was framed as which 
approach generated new theories and findings that advanced economic theory 
(pure and applied), or economists' empirical knowledge base. More immediately, 
to prudent and self-interested scholars worried about promoting their own careers 
the question was which approach would allow them to publish more in 
prestigious books and journals, and to hold positions at better universities. The 
answer to this latter question could, of course, depend stricti):. on the answer to 
the former; but it also admits the possibility that those who choose to adopt 
research agendas and methods that are not accepted as mainstream work will be 
penalized for their heretical views. 

That is a plausible proposition because Marxian economic analysis never 
gained more than a small foothold in England or the United States - at least in 
economics departments - and its influence has waned in these two countries 
over this centwy. Furthermore, during the same period of time much the same 
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fate befell the institutionalist school of economic thought, even though some of 
the most prominent economists working in the United States in the late
nineteenth and early-twentieth centuries were trained by the Gennan historical 
economists or their followers, and rejected the "pure theory" associated with the 
marginalist revolution going on in England and Austria Richard T. Ely, John 
R Commons, Thorstein Veblen, and Wesley Mitchell all published influential 
works in this period, and all except Veblen served as President of the American 
Economic Association. Nevertheless, by the middle of this century both 
institutionalist and Marxist economists were openly labeled as members of 
dissident "fringe groups," and that was clearly reflected by such measures as 
publishing articles in top-rated journals, or holding positions and offering 
graduate training programs in leading universities. 

Was this a sign of growing consensus in the discipline about the most effective 
research paradigms and methods, in terms of their ability to answer important 
theoretical, empirical, and policy questions? Or was it symptomatic of powerful 
pressures to confonn, applied by the mainstream majority to small groups of 
persecuted minorities? Or was it perltaps simply the consequence of a dull 
complacency among most of those who became professional economists? As 
one would suspect, the answers offered and accepted for these questions depend 
a great deal on where the person offering or accepting them stands in the 
discipline - inside the mainstream looking out, or outside looking in. 

II. IDEOLOGY AND METHODOLOGY IN CONTEMPORARY ECONOMIC 
THOUGHT 

Different economists, critics of economics, and philosophers of science have 
reached different conclusions on the question of whether economics is, or can 
ever be, a true science. At one end of the debate are the positivists, who have 
long held more sway in economics than positivists now do in other disciplines, 
including the philosophy of science (on this point see Klamer and McCloskey, 
1988; or from the fields of education and the philosophy of science, see 
Amundson, Serlin, and Lehrer, 1992). 

The most influential modem book on positivism in economics remains Milton 
Friedman's Essays in Positive Economics (1953). Since that book appeared most 
Western economists have argued that economics is and can be scientific, to the 
extent that economists evaluate economic theories and models against the 
fundamental criterion of how well they predict real-world relationships involving 
variables included in the theories and models.3 However, it is also recognized 
that when one theory or model is somewhat more accurate than another, but 
much more difficult or expensive to use and test, the less accurate model may 
be all that is required to answer some questions, which is to say develop certain 
kinds of predictions (Machlup, 1967). Under this methodological view, the 
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science of economics advances as new theories and models are discovered which 
yield more accurate predictions, or less costly ways of deriving predictions that 
are as accurate (or nearly so) as those provided by current models, at least for 
certain applications. 

At the other end of the debate about the scientific status of economic theory 
and policy prescriptions, some economists and critics of economics claim that it 
is impossible to develop a positive science of economics, or any other social 
science - and perhaps even any physical or natural science (e.g., see Gunnar 
Myrdal's 1973 Against the Stream or his 1953 Political Elements in the 
Development of Economic Thought; for similar arguments in the natural sciences 
see Georges Canguilhem's 1988 Ideology and Rationality in the History of the 
Life &iences). Extreme pan-ideologists claim that all economic propositions and 
models reflect the interests and ideological bias of those who speak or write 
them, 4 and that people who set out to prove or disprove economic theories and 
models will regularly succeed or fail in doing that based on whether the failure 
or success of the test advances their own interests. 

Such a claim is, of course, structured in a way that is difficult, if not 
impossible, to refute, because those who make it can always say that any 
evidence presented to refute the claim is itself biased and suspect. A cynic 
would say the pan-ideology argument is structured this way intentionally; and 
certainly a positivist would argue that if the claim isn't at least potentially 
refutable it holds no value as a scientific statement that is to be tested by its 
predictions, because a test that can't be failed isn't really a test. Moreover, the 
pan-ideology claim has been turned back upon the pan-ideologists themselves 
because if all statements reflect the interests and ideologies of those who make 
them, so does the claim that all statements are ideologically based (Klappholz, 
1987). 

Is this as far as we can go, then - square up against the stark choice between 
claims that statements in economics either can be and generally are, or are not 
and can never be, scientific, testable, and objective? Not entirely. Something 
of a middle ground remains, and has been identified most clearly in two of the 
premier histories of economic analysis, written by Joseph Schumpeter and Mark 
Blaug. Namely, even if we accept the idea that economists' decisions on what 
to write about and how to write about it are often or always influenced by 
current economic conditions, institutions, and economists' own values or 
ideological bias,s it is still possible to evaluate the validity of the theories and 
conclusions they put forward. To say this can not be done takes the extreme 
pan-ideology argument to yet a new extreme. To say it could be done but that, 
in practice, it rarely or never is, implies a cartel of mainstream economists that 
is larger, more powerful, and more stable than any cartel ever observed in the 
marketplace for goods, let alone ideas. 

Few orthodox economists feel themselves to be members of such a cartel. In 
fact, many have publicly bemoaned the fact that so many people with little or no 
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academic training in the discipline can pass themselves off as economists in the 
popular press, or hold positions in the Cabinet, the Federal Reserve System, and 
in 1993 almost as Chairperson of the Council of Economic Advisors. Appoint
ments or near-appointments in these positions to people trained in journalism, 
accounting, and law - not economics - suggest a marketplace for economic 
ideas and policy proposals with very limited barriers to entry. That and the 
continued existence of "fringe groups" such as Marxist and institutionalist 
economists in U.S. universities, as well as more numerous schools of thought that 
opemte within the mainstream perspective (including rational expectations, public 
choice, Keynesians, monetarists, Chicago-school microeconomics vs. "new 
industrial organization" game theorists, free tmders vs. "efficient tariff' 
international tmde theorists, and even supply-side economics) should offer 
considemble reassumnce to anyone who fears that propositions made by leading 
economists will not be subject to sharp review and challenge from within the 
discipline, due either to deference to authority figures in the field or a pervasive 
ideological bias. Instead, the current state of the discipline seems closer to the 
status that F.Y. Edgeworth thought was most acceptable for economics over a 
centwy ago: 

We hold that for the mastery of a speculative and controversial science a 
certain multiplication of authorities is desirable. The false tendency of teachers 
to inculcate, and pupils to learn by rote, the very phrases and metaphors of a 
favorite author can only be corrected by dividing the allegiance of those who, 
like the Roman of old, 'rush to slavery.' 

History and literature, dialectics and all that the Greeks comprehensively 
called 'words,' seem the best correction of the narrow prejudices and deceptive 
associations which are sure to be contracted by those who have been confined 
to a single school or system. 6 

There are also three sets of evidence that offer insights to these methodolog
ical, ideological, and ultimately epistemological debates: First, some economists 
have conducted extensive reviews of work by historical and contemporary 
economists, and provided general (indeed sweeping) assessments about the 
pmctice of the scientific method in economics. Second, there is some new 
evidence about how the contemporary schools of economic thought that operate 
within the mainstream perspective, centered at major U.S. universities, are 
currently established and preserved. Finally, in the last 20 years several surveys 
of economists have been conducted to gather information on where there is a 
consensus of opinion among economists, where there is not, where the consensus 
has changed over time, and where it differs among economists from different 
countries. 

The remainder of this chapter is a review of the first two sets of evidence, and 
a brief discussion of the importance of this general debate to the field of 
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economic education. Namely, what practical outcomes and policy recommenda
tions, if any, can legitimately be taught as part of the economic way of thinking 
in addition to the basic concepts and techniques that are used to analyze human 
behavior and social problems, and to develop those conclusions and recommen
dations? The survey literature on consensus is discussed in the next chapter. 

III. WHAT'S RIGHT AND WHAT'S WRONG WITH ECONOMICS: A 
SAMPLING OF ECONOMISTS' SELF-EVALUATIONS 

When prominent economists offer opinions on the status of the discipline of 
economics they frequently consider how large a role ideology plays in the 
theoretical and empirical work done by economists, and in their recommendations 
for public policy. The views expressed on these subjects are, to say the least, 
mixed. In fact, that economists so often feel it necessary to raise the issue of 
ideological influences in these assessments is itself a telling point, and makes the 
differences in their assessments less surprising. Once again, different economists' 
evaluation of the scientific status and progress of economics often depends on 
their own position as a mainstream member of the profession, or as a dissident. 

For example, Joan Robinson published many important books and articles in 
traditional areas of economic theory, but nonetheless reveled in her role as a self
professed "heretic" as few have ever done. She concluded that "economics limps 
along with one foot in untested hypotheses and the other in untestable slogans," 
that "the leading characteristic of the ideology that dominates our society today 
is its extreme confusion," and only hoped that "economics can make an advance 
towards science" from its current "mixture of ideology and science," by clearing 
away "the decaying remnants of obsolete metaphysics" (1962, pp. 25, 147-148). 

More recently, after comparing mainstream economics to numerous tests of 
what constitutes a science developed by Thomas Kuhn and other philosophers of 
science, Benjamin Ward (1972, p. 89) concluded that ''Neoclassical economics 
is a full-fledged normal science: it passes all the tests .... Economics is the very 
model of a modem major discipline." However, echoing Robinson, Ward also 
argued that 

(N)eoclassical economics has a strong class bias, ... .its techniques discow-age 
the endogenous treatment of political and social factors, however important 
they may be to a particular issue, and ... a positivist methodology prevents the 
serious discussion of values, which may be interpreted as a device for 
perpetuating existing value-prejudices. 

Marxist economics is not subject to the same class bias as neoclassical 
economics. Its practitioners are compelled by its framework to take broad 
interactive views of issues, and values playa central and substantive role as 
elements in the puzzles and techniques of analysis. Also, externalities and 
distribution playa central role in Marxist theory. 
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However, Marxism, though it is a science, is a badly flawed one ... 
One is tempted to sloganize: neoclassical economics is beginning to look 

like a case of techniques without relevance, Marxism of relevance without 
techniques. But that would be to ignore a really fimdamental difference 
between the two ... : their class bias. The neoclassical orientation might be 
called a using-the-institutions policy-orientation, Marxism a changing-the
institutions policy-orientation. (pp. 90-91) 

55 

From a different starting point and perspective, Donald McCloskey and Arjo 
Klamer have recently launched an extensive campaign to show that much of 
what passes as unassailable mathematical theoty or statistical analysis in 
economics is, on closer inspection, flawed in design or execution, and rests on 
unrecognized and therefore inappropriate uses of "rhetoric." They want to 
abandon the "modernist" methodology of positivism, and reduce economists' 
reliance on mathematics and statistics in favor of clearer literal)' and historical 
discussions of many important questions and issues. By doing this, they claim, 
economics will become more scientific, because by adopting a more explicit and 
appropriate rhetoric it will have to face up to disagreements within the discipline 
and challenges from outsiders more directly. Methodologically, they would have 
the discipline incorporate additional techniques for resolving disputes that are old 
hat in the humanities, but new to economics (though they are, in fact, the same 
techniques described in Edgeworth's 1891 address, quoted above). McCloskey 
and Klamer claim that: 

An economics that does not recognize its own rhetoric can avoid facing the 
arguments of opponents indefinitely. That is how things have gone so far. 
Umbetorical economics claims to 'test' its 'hypotheses' by confronting 'the facts' 
and scrutinizing 'the theory.' That this is not a persuasive description of 
economic discourse may be inferred from one decisive observation: Economists 
go on disagreeing violently about the degree of competition in American 
markets, the degree of dependence on international markets, the closeness of 
fit of rational models to ordinary people, and twenty other things . 

... The ignorance of metoric leaves economists unable to confront doubts, 
really confront them. Run another regression that no one else believes. 
Deduce another consequence that no one else is persuaded by. Adduce another 
institutional fact that no one else sees as relevant. (Klamer and McCloskey, 
1988, pp. 286-87) 

... Economists have no metoric beyond the grunt of disbelief for articulating 
most doubts. The rhetorical situation is demoralizing. An economist asked 
why he goes on writing such dubious stuffwill say with lame cynicism, 'I don't 
really believe it: I do it just for fim.' 

There is an opposite puzzle to that of doubt: It is the puzzle of scientific 
dogma. Economists march to and fro under different banners, raising huzzahs 
for different candidates for the Nobel Prize. Party loyalty provides a career. 
The young upwardly mobile economist always votes at his party's call. And 
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never thinks of thinking for himself at all. Yet the existence of schools fits 
poorly with the received theory of science. The theory most economists 
espouse (although unlike their physicist heroes, they seldom cany it out) says 
that 'findings' will falsify the 'hypothesis,' and then of course everyone will 
change his mind. But nobody changes his mind (McCloskey, 1988b, p.8-
his emphasis indicated) 

Robinson, Ward, McCloskey and Klamer, and other dissenters have found 
some sympathy among the leading practitioners of mainstream, positivist-based 
economics. For example, Robert Solow (1988, p. 32) says that McCloskey and 
Klamer "are right to deflate the pompous methodology of economics as science 
... because the practice differs so much and so openly from the prescribed 
method." And Mark Blaug (1978, p.726) says only that Benjamin Ward's critical 
book "is better in saying what is wrong [ with economics] than in suggesting how 
to put it right." But Solow, Blaug, and other defenders of orthodox economics 
are also quick to praise the achievements of mainstream economists. For 
example, Solow (1988, pp. 32-33) worries that McCloskey and Klamer are "in 
grave danger of going too far" and argues that 

On the whole, .. .logical or mathematical deduction from explicitly stated 
asswnptions is better than ~ning by assertion, allusion, suggestion, or rough 
analogy, ... [and] formal statistical evidence - qualitative or quantitative - is 
better than anecdote. 

And Blaug (1980) concludes that 

of all the contending economic doctrines of the past, it is only orthodox, 
timeless equilibrium theory - in short, the neoclassical [scientific research 
program] - that has shown itself to be willing to be judged in terms of its 
predictions. Orthodox economics can indeed boast that it has increased the 
economist's capacity for making predictions. (p. 262) 

Other testimonials by mainstream economists from each of the competing 
schools encompassed in that label could be offered. No matter how much 
monetarists, Keynesians, or new classical economists may disagree with one 
another about particular models, empirical magnitudes, or policy prescriptions, 
they quickly close ranks in defending the value of economic analysis against a 
variety of popular, populist, and political abuses of basic economic reasoning. 
For example, reading a passage by Friedman, Solow, or most authors of 
economics textbooks (including McCloskey) extolling the virtues of basic price 
theory, one would be hard pressed to distinguish between the authors. 

Reflecting that (limited) consensus, two final quotations will serve to close this 
section, taken from comments offered at the beginning and the end of a 
conference held at MIT in 1986,7 in which economists challenging mainstream 
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positions were asked to offer critiques of different section's of the Joint Council 
on Economic Education's Frameworkfor Teaching the Basic Concepts (Saunders 
et aI., 1984).8 That document identifies the basic economic concepts and related 
skills that fonn the core of elementruy and secondary economic education 
programs in the United States; and after listening to two days of criticisms of 
that document - which were usually criticisms of the mainstream economics 
included in the document - William Baumol (1988) rose to say: 

I am here to report that there is absolutely nothing wrong with the current state 
of economics and that, besides, the discipline's fimdamental problems are being 
remedied as quickly as can reasonably be expected. ... (W)e in the establish
ment are by no means a homogeneous group. Our political views differ; our 
social goals differ. It is only our analyses that have a great deal in common . 

... The mainstream economic approach succeeds so well in holding its 
position because it is a superb machine for finding out theorems. That is the 
source of its overwhelming dominance; that is why it rides so successfully, so 
roughshod, over all the alternatives that have been suggested. It is so nice to 
have a machine that can produce comparative static results, enable one to 
conduct econometric studies, and provide a variety of other such products. 
Critics repeatedly call for alternative constructs based on a richer psychology, 
with greater recognition of the role of history, with deeper nuances. They 
describe such a machine, but it turns out to be like an electric fork ... : you plug 
it in, and it does absolutely nothing. 

My conclusion about the critics' paradigms, then, is that up to now they 
have not constituted alternative models capable of yielding substantial and 
concrete conclusions. So far, ·we have found no working alternatives to the 
mainstream approaches, with all their warts and blemishes. We have produced 
modifications and amendments, but in essence we have been forced to remain 
with the mechanism that goes back to Cantillon and Adam Smith. (pp. 323-
324) 

Before the formal conference proceedings began at MIT, Paul Samuelson 
(1987) addressed the participants and pronounced essentially the same verdict, 
though in somewhat more somber tones: 

From experience, I infer that some economics is better than some other. 
Kuhn was naively wrong in thinking that it all boils down to what school tie 
you've learned to wear. There is a reality out there that all too slowly reveals 
itself and forces the hand of the observing scientist. 

[M]y final word will be another lesson of experience. The shortcomings 
of a science ... more likely will be corrected from within than from without. 
Somehow, it is easier, apparently, to learn from one's friends than from one's 
enemies. Scientists ... are only human too! (p. 110) 
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IV. COMPETING SCHOOLS OF MAINSTREAM ECONOMIC THOUGHT: 
RELIGIONS, CLUBS, OR SOCIAL SCIENTISTS AT WORK? 

At several points in this discussion the issue of schools of economic thought 
has been raised, either as something to be expected and perhaps even welcomed 
in considering controversial issues with models and data that don't answer all 
questions (as in Edgeworth's call for "a certain multiplication of authorities"), or 
as a sign of the failure of conventional economic models and methods (as in 
McCloskey's complaints that economists from one school of thought are rarely 
able to convince economists from competing schools). 

In this section, a recent study that considered how competing schools of 
economic thought are perpetuated in leading u.s. graduate programs will be 
considered, together with statements and actions of representatives from these 
various schools in the public policy arena. In many ways, this evidence is most 
disquieting to those who praise the accomplishments of mainstream economics 
and point with pride to instances in which economists agree on issues more than 
their public reputation suggests, and more than the general public and its elected 
representatives do. The evidence is disquieting because it deals with how 
economists form their positions on public policy issues, especially in areas where 
economists disagree to the extent of establishing and joining competing schools. 

In 1987, David Colander and Arjo Klamer studied "The Making of An 
Economist" in six top-ranked u.s. graduate programs: Chicago, Columbia, 
Harvard, MIT, Stanford, and Yale. They surveyed and interviewed over 200 
graduate students, and concluded that "schools tend to reinforce previously-held 
positions .... " Specifically, 

while some adjusting to the school view does occur in graduate school, unless 
the changes occur in the first year, the predominant factor in detennining the 
beliefs of a graduate school student is self-selection. Graduate schools modifY 
those beliefs somewhat but often reinforce previously existing views. (pp. 106-
107) 

That means different schools of economic thought persist because students 
with a certain set of views about the world, the economy, and economics go to 
one program, while those with different views go someplace else. In particular: 

Chicago students are most convinced of the relevance of neoclassical 
economics, and Harvard students least convinced. Apart from the Chicago 
students, the majority of graduate students question the possibility of separating 
positive and nonnative economics. In fact, three-quarters of those at MIT and 
five-sixths of those at Harvard deny the distinction between positive and 
nonnative economics . 

.. .It seems to be a creed at Chicago that inflation is primarily a monetary 
phenomenon, with 100 percent agreeing with the proposition. At Harvard, 46 
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percent disagree. Likewise, it seems a creed at MIT that fiscal policy can be 
an effective tool for stabilization, with no student disagreeing. At Chicago, 44 
percent disagree . 

... Chicago students have a significantly higher degree of confidence in the 
nuuket than students at other schools. Harvard shows most variety in the 
answers with a significant number of the students skeptical of the nuuket . 

... Chicago students ... demonstrate the greatest commitment to neoclassical 
economics, with significant support for the rational expectations hypothesis and 
relatively less interest in the asswnptions of price rigidity, imperfect competi
tion and cost nuuk-up pricing. (One could also say that other schools 
demonstrate little support for Chicago ideas. As one third-year MIT student 
noted: 'There are no Lucas types [at MIT].'). It is particularly striking that not 
a single MIT student thinks the rational expectations asswnption is very 
important . 

... While Chicago definitely constitutes a specific school, there is less, but 
nonetheless some, evidence that other programs do too. . .. Harvard students 
appear to be most skeptical, while Stanford students place themselves in the 
spectrum of opinions between Chicago and MIT students. (pp. 102-106) 
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Most disturbing were Colander and Klamer's conclusions about the graduate 
students' views on the profession and academic practice of economics: 

There was a strong sense that economics was a game and that hard work in 
devising relevant models that demonstrated a deep understanding of institutions 
would have a lower payoff than devising models that were analytically neat; 
the facade, not the depth of knowledge, was important. (p. 1 (0) 

... What students believe leads to success in graduate school is definitely 
techniques; success has little to do with understanding the economy, nor does 
it have much to do with economic literature. (pp. 109-110) 

If this is how different schools of economic thought are maintained, it is quite 
reasonable to consider the hypothesis that disagreements between economists -
especially on public policy issues related to competition, market power, and 
macroeconomic stabilization - will be eternal, with the proponents on each side 
of the issues drawn from a self-selection process that goes back to personal 
beliefs economists have formed no later than their first year of graduate school. 
The possibility that these debates can be ideologically rather than scientifIcally 
based is certainly plausible, if indeed not likely. 

Moreover, the behavior of prominent economists who enter the policy arena 
long after they graduate does little to belay those concerns. For example, Robert 
Barra and Martin Feldstein, both at Harvard University, weighed in as supporters 
of Reagan-Bush proposals during those administrations and presidential 
campaigns, and later as critics of various proposals made by the Clinton 
administration. Alan Blinder, Laura Tyson, and other economists with MIT 
appointments or degrees dutifully line up on the opposing side. And just as 



60 Watts 

McCloskey says, nobody in the media, Congress, or the economics profession 
really expects one side to convince the other in the foreseeable future. 

Other incidents signal even more serious disagreements about the content and 
appropriate practice of economics, in contrast to the more blatantly political 
disagreements associated with one political administration or another, and are 
waged with different degrees of civility and professionalism. For example, 
consider: (1) the debate between Milton Friedman (1962) and Paul Samuelson 
(1964) on the broad questions of correlation and causality in the relationship 
between political freedom and economic freedom; (2) the spate of decidedly low
toned articles in leading newspapers and popular magazines9 condemning certain 
economists and the economics profession in general for its reactions to the 
appointments of Laura Tyson and Robert Reich to key positions in the Clinton 
administration; or (3) Robert Heilbroner's recent charges (1988) of ideological 
bias levied against Milton and Rose Friedman, Robert Lucas, Gordon Tullock, 
and jude Wanniski. 

These episodes, and many more like them, raise serious questions about the 
content, methodology, and scientific status of economics, and make it harder to 
judge whether economists currently have developed, or can ever develop, enough 
agreement among themselves to speak as a coherent discipline. In short, both 
the internal and external critics of mainstream economics can point to evidence 
indicating that consensus might rarely, if ever, evolve in such a contentious 
subject, at least as practiced by such a contentious group of people. 

V. SOME INITIAL CONCLUSIONS ON THE QUESTION, "WHAT'S AN 
ECONOMIC EDUCATOR TO DO WITH ECONOMISTS' DISSEN
SIONS AND (LIMITED) CONSENSUS?" 

The long-standing but all-too-contemporary dissension within the discipline of 
economics poses a fundamental challenge to those who work at planning and 
delivering economic education programs and curricula for elementary and 
secondary schools. In a subject where so little class time is available to begin 
with, and classroom teachers have so little coursework and training to draw on, 
what can we reasonably expect the teachers to learn themselves, and then teach 
to their students, without engaging in either deliberate or accidental proselytizing 
in areas where economists themselves have reached no professional consensus? 

The first part of an answer to this question is itself debatable, but I would 
suggest that it is quite unreasonable to expect that any pre-college teachers -
with the possible exception of those who regularly teach the high school 
economics course - will ever have the time, training, or inclination to know 
what most of the key areas of dissension among professional economists are. 
Granting that point, a key role for economists and economic educators who 
prepare curriculum materials and training programs for these teachers is to be 
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well infonned about what those areas are, and to make sure that if a controversial 
area is important enough to teach in these early grades that at least some flavor 
for the debate and dissension in the profession also comes through. It is one 
thing to offer PhD. programs that attract students who already take one side or 
another of such issues, and then reinforce that outlook or attitude. It is quite 
another thing, and much less defensible, to take that approach with younger, less 
infonned, and less critically-minded students. 

Presenting that level of depth and detail is, of course, inherently costly in an 
already crowded curriculum. Fortunately, most such episodes can currently be 
reserved for the full-semester high school course in economics, and even there 
in the second half of the semester. In most other grades and courses, the 
economic concepts and topics that are most suitable for coverage are, in practice, 
much more likely to come from areas where economists tend to exhibit relatively 
high degrees of consensus. (The key exception is in other secondary social 
studies courses, where public policy issues are frequently presented in textbooks, 
films, and other instructional materials with either little discussion of economic 
forces or a very one-sided presentation of some economists' views.) 

How dangerous is it to present most economics prior to the full-semester high 
school course through what some critics have disparaged as a "consensual lens"? 
To those who work outside of the mainstream the practice will, no doubt, be 
seriously troubling. But it will also be quite similar in content, if not always in 
pedagogy, to the presentations on such topics as supply and demand, price 
controls, the role and functions of money, and the different types of unemploy
ment that are found in virtually every principles of economics textbook (Walstad 
and Watts, 1990). The consistency in these principles courses and textbooks is, 
in fact, another key measure of consensus in the discipline that is an important 
standard and source of information to those who work in the field of economic 
education. 

Finally, until a better standard emerges to detennine when it is important to 
teach about dissension and debate within the profession, it is very comforting to 
have current survey evidence on where it is that economists typically agree -
despite their many differences in values, politics, and personal philosophies -
and where they do not. This survey data is summarized and discussed in the 
next chapter of this volume, but two guidelines which are grounded on the 
availability of that data, dealing with areas of consensus on the one hand and 
dissension on the other, are particularly relevant to the discussion and conclu
sions of this chapter. Namely, in areas where most economists agree, it only 
seems reasonable that the burden of proof in any argument that proposes teaching 
concepts and ideas outside that consensus lies with those who would do so. 
Conversely, in areas where dissension rules, or is at least writ large within the 
profession, those who want to ignore these debates must offer strong arguments 
to justify anyone-sided presentation on such topics; and they should recognize 
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that nonnally to do so in programs for precollege students will lead to serious 
charges of intellectual or even ideological bias. 

Ultimately, these criteria are based on the tenet that what distinguishes 
academic-based economic education programs from business education and 
ideological or affective-oriented programs is this affiliation in program content 
with the current practice of academic economics, as established by professional 
economists at leading colleges and universities in the United States and around 
the world. 

NOTES 

1. This is discussed in J.R Shackleton (1982). 
2. See also Coats' 1964 article on "The Role of Authority in the Development of 

British Economics." 
3. As McCloskey (1985, p. 9) notes, "It is odd that a group [Friedman and other 

Chicago-school economists] so annoying to other economists in most of its activities 
should have their assent in the matter of official method. Yet, a watered-down version 
of Friedman's essay of 1953 is part of the intellectual equipment of most American 
economists, and its arguments come readily to their lips." 

4. This is sometimes called "the principle ofsociologism." (Klappholz, 1987, p. 716) 
5. Which Blaug (1980, p. 138) defines as "value judgments parading as statements 

of facts," recognizing that "value judgments themselves are not ideological statements, 
although all ideological statements are disguised value judgments .... " 

6. This quotation is used as a preface to Blaug's Economic Theory in Retrospect 
(1978). The second paragraph, but not the first, is from Edgeworth's inaugural lecture as 
the Professor of Political Economy at the University of Oxford in 1891, which was later 
published as "The Objects and Methods of Political Economy" (Edgeworth, 1925). 

7. Papers presented at the conference were published in the Spring 1987 issue of the 
Journal of Economic Education. 

8. [Ed. note: See also Chapters 2 and 7 for discussion of this document.] 
9. In a "Commentary" piece published in the February I, 1993 issue (p.59) of 

Business Week, the magazine's Economics Editor, Michael J. Mandel (who holds the Ph.D. 
in economics from Harvard), concluded that "[Tyson's] true sin, it seems, is apostasy, not 
incompetence: She is dangerous and offensive to the high priests of academic economics 
precisely because she, once one of them, no longer even gives lip service to their models 
and theories. ...(nhe shrill criticism of Tyson for being insufficiently analytical just 
makes academic economists seem even more out of touch." 
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One often-stated goal for economic education is to help people "think like 
economists. "I But what does that mean? Economists obviously do not think 
alike on all economic issues. Sometimes dissension arises from different schools 
of economic thought, methods of analysis, or personal differences on normative 
goals; but sometimes there is general consensus among economists on issues that 
are controversial among other groups. For noneconomists to think like 
economists means recognizing both the dissension and the consensus within the 
economics profession on issues, and exhibiting similar responses to those issues. 
In fact, the degree of correspondence between the views of economists on 
economic issues and the views of a group of noneconomists is direct evidence 
of the degree to which noneconomists are thinking like economists. This chapter 
examines this correspondence - or lack of it - for several key groups of U.S. 
educators and journalists. 

In the 1970s, several researchers sought to determine in which areas American 
economists showed the most agreement (or disagreement) on economic topics. 
In the 1980s, this line of survey research was expanded in three studies of 
economists residing in six other nations: Austria, Belgium, Canada, France, 
Germany, and Switzerland. In the early 1990s, the American results were 
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revisited in a revised swvey of u.s. economists, and a study of British 
economists was also conducted. Overall, the two decades of results show that 
there are many areas of consensus among economists - more than might be 
suspected from the portrayal of the disagreements among economists in the news 
media. Even across these nations, there is agreement on many issues, although 
the areas and the extent of agreement on many issues do vary across countries. 
A detailed review of these studies is provided in the first half of this chapter to 
identify what it means to think like an economist on a variety of public policy 
issues. 

The second half of the chapter presents new swvey data from groups of 
educators and journalists to assess similarities and differences of American 
economists' responses in the most recent swvey. The new survey data presented 
here were collected first from economic educators - those offering university 
courses and workshops on methods of teaching economics for precollege 
teachers. High school economics teachers and social studies teachers were also 
surveyed, in part because of their role in providing most of the formal economics 
instruction that members of the general public will receive in the U.S., but also 
because support for economic education in the U.S. has often been based on the 
premise that teachers could be trained to think like economists by economic 
educators. American journalists were surveyed to find out what this influential 
group thought about economic issues, and to investigate the question of whether 
they had more influence on the secondary teachers than academic economists and 
economic educators. 

I. FINDINGS FROM RESEARCH STUDIES ON CONSENSUS AMONG 
ECONOMISTS 

In the 1970s economists were engaged in two, highly publicized debates on 
both sides of the Atlantic: ( 1) the dispute between monetarists and Keynesians, 
which touched on key theoretical, empirical, and policy issues, and (2) especially 
in Europe, a dispute about the net effects of Britain's proposed entry into the 
Common Market. In the U.S., the debate over monetarist and Keynesian policy 
prescriptions was played out before Congressional committees, in the financial 
press, and on the nightly news. In Britain, 154 economists signed a letter to the 
London Times arguing that Britain would gain by joining the Common Market, 
followed shortly by a letter signed by 142 economists saying Britain would lose.2 

Reacting to these events and others like them, four economists (Kearl et aI., 
1977) swveyed several hundred U.S. economists in 1976 to determine in what 
areas, if any, there was a consensus of opinion. Although their article was titled 
"A Confusion of Economists?" they nonetheless concluded that there was a 
statistically significant degree of consensus: 
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Consensus tends to center on micr(}oeconomic issues involving the price 
mechanism while the major areas of disagreement involve macr(}oeconomic and 
normative issues. The normative nature of many issues also allows ideological 
considerations to become important. However, it is clear from this analysis 
that the perceptions of wide-spread disagreement are simply wrong. On the 
other hand, it is true that for many outside the profession the questions of 
greatest interest are also those that generate the most disagreement within the 
profession. Hence a good deal of the sampling of economists' advice, which 
is in turn commtmicated to the public, comes from the weakest cell in our 
analysis - macr(}oeconomic policy. . .. Put differently, the intersection of the 
greatest interest by the public and hence by journalists with what the profession 
'knows' occurs in the weakest cell. (p. 36) 
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Europe. After the survey by Kearl et al. was published, the same basic survey 
was distributed to economists in four European nations (Belgium, France, West 
Germany, and Switzerland), translated and with additional questions added in 
some cases.3 These results were compared to the U.S. fmdings in a paper by 
Frey et al. (1983). Nine statements were identified for which U.S. economists 
exhibited consensus (defmed by Frey et al. as statements where 55 percent of 
respondents "generally agreed" or "generally disagreed," ignoring the "agree with 
provisions" response reported in Kearl et al.), but economists in at least one of 
the four European countries did not. Frey et al. concluded that: 

The general outcome of our analysis is that there exists a considerable 
amount of consensus among economists, but that there are also substantial 
differences between countries ... , American economists seem to have the 
highest degree of consensus, followed by the Gennan and the Swiss. More 
dissension was found for the French and the Belgians. 

As a general rule, economists seem to agree that government intervention 
should be reduced; it is not felt that the government should be an employer of 
last resort; except in Germany and Switzerland, economists think that the 
income tax rate structure should be indexed for inflation; with the exception of 
France, where they have been successful, it is felt that public enterprises are 
less efficient than private corporations and that the regulatory power of the 
government should be diminished; less than 30010 of the European respondents 
think that government spending should not be reduced (pp. 64, 68) 

A unique feature of the study by Frey et a1. was that it asked the European 
economists to indicate their "ideological position" on a continuous "left-right" 
scale, which was then used to split their samples into groups labeled "right," 
"centre," and "left." The resulting response patterns indicated that "approximate
ly half of the 22 propositions are influenced by the ideological position of the 
respondent." The authors noted that "In many cases the influence of ideology 
can be expected because the propositions are normative with respect to content 
and/or phrasing (p. 67)." But that was not always the case: 
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... (1)here are some non-nonnatively phrased propositions to which 'left' and 
'right' economists respond differently. This applies particularly to [the 
propositions] 'A minimwn wage increases unemployment among young and 
unskilled workers'; 'A ceiling on rents reduces the quantity and quality of 
housing available'; and "conswner protection laws generally reduce economic 
efficiency.' These are topics on which the left-wing parties have taken a 
particularly finn stand. It is therefore not surprising but regrettable that 
economists also react to these propositions along the left-right spectrum. (p. 61) 

A subsequent paper using essentially the same data sources, except for the 
addition of data from Austrian economists and the deletion of data on the Belgian 
economists, was published in the American Economic Review in 1984 by Frey 
et aI., to compare the positions of the U.S. and European economists. The same 
entropy measures provided by Kearl et al. (1979) were used to identify consensus 
in this study, instead of the SS percent "generally agree" or "generally disagree" 
rule used in the 1983 paper by Freyet al.; and all use of the "left" and "right" 
measures of economists' ideological positions was dropped. However, the 
conclusions in the 1984 paper were, not surprisingly, essentially identical to those 
developed in the 1983 paper by most of the same authors: 

The answers given to the 27 propositions by the over 900 economists in 
five countries exhibit the highest degree of consensus in one central aspect; 
namely, that the price system or market is taken to be an effective and 
desirable social choice mechanism. The propositions about which there is most 
disagreement were (a) those in which there is an abnormally high frequency of 
'no answer' responses, which may be attributed to differences in economic 
policy traditions and unfamiliarity with the terms used; (b) outspokenly 
normative propositions about income distribution and government spending; 
and (c) propositions on at the present hotly debated issues such as monetarism 
or supply-side economics. In general, it could not be confinned that positive 
and micro-propositions find a higher degree of consensus than nonnative and 
macro-propositions. 

The analysis further shows that a major cause for dissension are the 
differences in views between the economists in the five countries surveyed, 
attributable to the differences in culture and history as well as to the current 
economic and political conditions. Economists have had varying experiences 
with respect to the economic policies practiced in their countries, and therefore 
have different points of reference. The American, Gennan, and Swiss 
economists tend to support more strongly the market and competition than their 
Austrian and French colleagues, who rather tend to view government 
interventions into the economy more favorably. (p. 994) 

Canada In 1988 Walter Block and Michael Walker surveyed all members of 
the Canadian Economics Association, using the same 27 items used in the earlier 
studies by Kearl et al. and Frey et al. Although more than a decade had passed 
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since the Kearl et al. data had been collected, Block and Walker found that the 
Canadian responses were very similar to those of u.s. and Gennan economists, 
and least like the responses from French and Austrian economists. Considering 
responses for the full set of27 items, they found that "there seems to be no great 
difference in the extent of agreement between Canadian and u.s. economists" (p. 
147). On individual items the u.s. economists were somewhat stronger in their 
support of free trade and anti-trust laws, but less supportive of the government's 
redistributive role. The U.S. economists were somewhat less in favor of reducing 
government spending, and a little less opposed to wage and price controls or to 
viewing the government as an employer of last resort. In short, even measured 
against the u.s. economists, the Canadians were "quite supportive of the price 
mechanism as an allocative device and convinced of the powers of market forces 
in determining outcomes" (p. 148). However, like the European economists and 
unlike the Americans, the Canadian economists exhibited no greater consensus 
on microeconomic topics than they did on macroeconomic questions (p. 143). 

Comparing respondents with undergraduate, Masters, and Ph.D. degrees, Block 
and Walker found that: "The more highly educated the economist, the more 
likely he or she was to accept the role of markets" (pp. 148-149). And echoing 
several of the authors quoted earlier, they concluded that: 

True, there is discord on nonnative questions, but as to positive issues of 
price theo!)', there is great agreement. And why should this not be the case? 
Economists - like lawyers, plumbers, and doctors - have only their 
profession, and their specialized knowledge, in common. We would expect a 
core of agreement on matters of technical competency, but not on value 
judgments; this is the case, according to our findings. (p. 149) 

Britain. In 1992, a comparable survey of British economists was published by 
Martin Ricketts and Edward Shoesmith. They found that the U.K sample added 
"some evidence of international consistency between economists" (p. 211), but 
also found that "U.K economists are more sympathetic with income-redistribu
tion objectives and more willing to countenance government intervention to 
achieve them than are u.s. economists" (p. 212). As in the Canadian study, 
Ricketts and Shoesmith found more evidence of consensus on positive rather than 
on normative questions, but no support for the hypothesis that there is more 
agreement among economists on micro rather than macro issues. 

The Us. Revisited Alston, Kearl, and Vaughan (1992) recently replicated and 
extended the survey by Kearl et at. (1979) among U.S. economists, to see 
whether there had been changes in the areas of consensus, and to explore the 
effects of different "vintages" of economists by comparing subgroups of 
economists who received their highest degrees prior to 1961, between 1961-70, 
1971-80, or 1981-90. There were 21 propositions which appeared on both of the 
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U.S. swveys - the first conducted in 1976, the second in 1990. The authors 
statistically rejected the hypothesis that the overall distribution of responses on 
these 21 items was similar, and found significantly different responses on 10 of 
the 21 specific items. Three of those 10 statements dealt with the role of money 
in the economy, reflecting changes in the institutional framework for money 
creation and control in the U.S. between 1976 and 1990, and suggesting a decline 
in the support for monetarism. On the other seven items where there were 
significant changes in the pattern of responses, comparing the 1976 findings to 
those in the 1990 survey offered evidence that U.S. economists 

showed more disagreement with the Phillips trade-off between \U1employment 
and inflation ... and the claim that consumer-protection laws reduce efficiency ... , 
[and continued but diminished agreement] that tariffs reduce welfare ... , that 
cash payments are better than in-kind transfers ... , that minimum wages increase 
\U1employment..., that antitrust enforcement should be more rigorous ... , and that 
the welfare system should be restructured along the lines of a 'negative income 
tax.' (p.207) 

Many of these shifts move the U.S. economists somewhat closer to results 
found in the surveys of economists in other countries, but at least some of the 
movement probably reflects intervening historical changes in institutions and 
policy experience, and new developments in the professional theoretical and 
empirical literatures which may well have influenced economists' opinions in all 
of these nations. In fact, Frey and Eichenberger (1992) speculate that the 
differences in the views of American and European economists will "vanish" in 
future years as the academic market for economists in Europe becomes more 
similar to the U.S. market. Key international differences remain in 1990, 
however, particularly in comparing the U.S. economists (or Canadians) to 
European economists, and especially to economists in France, Belgium, and 
Austria. Although swveys in European countries and Canada could not find 
greater agreement on microeconomic topics than macroeconomic topics, that was 
still true for U.S. economists in 1990, as it had been in 1976. 

Comparing the different vintages of U.S. economists, Alston, Kearl and 
Vaughan found significant differences on 16 of 40 statements (including several 
new statements that were not included in the 1976 swvey). Specifically, 

a smaller proportion of respondents who received their highest degree prior to 
1961 think tariffs reduce welfare ... , and a larger proportion of this group tend 
to favor retaliation against subsidies and dumping in international trade.... A 
greater proportion of this group generally disagree that the trade deficit is 
caused by the inability of u.s. firms to compete .... 

... (1)hose who received their highest degree prior to 1961 or in the 1960's 
showed a greater tendency to disagree with the notion of a self-correcting 
economy ... and the existence of a natural rate of \U1employment.... There was 
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also a higher proportion among these two groups who genemlly agreed with the 
stimulative impact of fiscal policy.... With respect to monetary considerations, 
the older one's highest degree the greater the tendency to disagree with the 
notion that inflation is a monetary phenomenon ... and that the Fed should 
follow a money growth rule. (pp. 207-208) 
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Among a subgroup of economists working at top ten universities who were 
"presumably economists regularly engaged in research activities," however, these 
vintage differences were not significant; and there was a greater degree of 
consensus observed across the entire range of survey responses for these 
economists. The other subgroups included in the survey were random samples 
of members of the American Economic Association, government economists, 
business economists, teachers of principles of economics classes at four-year 
colleges and universities, and "evolutionary economists" (descendants of the u.s. 
institutionalist economists). Alston, Kearl, and Vaughan concluded that the 
pattern of vintage and consensus responses across these different subgroups of 
economists was "(w)hile not conclusive, ... consistent with the view that 
involvement in research does serve to change the perceptions of researchers and 
keep them abreast of the field" (p. 208). 

II. SURVEY DATA FROM ECONOMIC EDUCATORS, TEACHERS, AND 
JOURNALISTS 

The Alston, Kearl and Vaughan (AKV) study provides data on what it means 
to think like an American economist on a wide range of contemporary issues. 
The remainder of this chapter describes the procedures and the results from a 
survey assessment of whether other groups think like American economists. In 
particular, comparisons are made among economists, economic educators, high 
school teachers, and journalists to identify similarities or differences in their 
views on economic propositions. 

A shortened form of the AKV survey that contained 29 of the 40 AKV items 
was used with each of the groups. Eleven items were eliminated from the AKV 
survey because they considered technical issues that were appropriate for Ph.D. 
economists, but too difficult or jargon-laden for use with teachers or journalists. 
Data from a twelfth item was omitted because a typographical error in the 
shortened survey changed the meaning of the question. Thus, the comparison 
among the groups was based on 28 of the 40 AKV propositions. 

The teacher survey was sent to random samples of two groups of U.S. 
secondary teachers, using mailing lists purchased from l\1arket Data Retrieval 
Inc. (MDR). The first list provided names and school addresses for 2,000 high 
school social studies teachers. The second list gave the same information for 
2,000 high school economics teachers. Each year, MDR contacts each public 
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school district to obtain a list of schools and teachers, then contacts every school 
to update its list of teachers and course/subject-area assignments. Those 
assignments can change over the year, and school offices may list someone who 
teaches a course in economics as a social studies (not economics) teacher, or 
show departmental chairs as having economics assignments even though they 
don't each economics. Therefore, although the MDR classification was used for 
initial identification, teacher responses from the survey were used to c1assity 
teachers as either economics or noneconomics ("other") for the analysis. A 
teacher was classified as an economics teacher if the teacher reported on the 
survey form that economics was the primary assignment or if the teacher taught 
an Advanced Placement economics course. Noneconomics teachers were social 
studies teachers who taught subjects other than economics, such as u.s. history.4 

The survey of journalists was sent to all current members (1,189) of the 
Society of American Business Editors and Writers, and a random sample of 
2,000 members of the Society of Professional Journalists (Sigma Delta Chi). 
This overall group of journalists was therefore a mixture of both business 
journalists, and other journalists. Given the strong representation of business 
journalists in this sample, they were expected to be familiar with the business 
and economic issues addressed in the survey. 

The economic educators who were surveyed were the 365 academic 
economists and educators located at state councils on economic education and 
college and university centers for economic education. These councils and 
centers are affiliated with the National Council on Economic Education, Most 
council and center directors hold Ph.D.s in economics or economic education, 
although some have graduate degrees in education and other areas. All are 
expected to be involved in teaching economics to precollege teachers. 

All surveys were mailed by the Center for Economic Education at Purdue 
University in the spring of 1992. There were 4,000 surveys mailed to teachers. 
Of these, 871 were returned, for a response rate of21.7 percent. Another 3,189 
survey forms were mailed to journalists, but 106 were returned as undeliverable. 
Of those delivered, 655 were completed and returned, for a response rate of21.2 
percent. Economic educators were mailed 365 surveys, and 135 completed 
surveys were returned, for a response rate of37 percent. The response rates are 
consistent with those in other consensus surveys. AKV, for example, reported 
response rates for economists in their survey ranging from a low of 28 percent 
for the 150 business economists to a high of 41 percent for 150 evolutionary 
economists, with an average response rate of 34.4 percent. 

Table 5.1 provides the survey data on the percentage responses to the 
propositions for each group. Data from economists in the AKV study are 
included for comparison purposes. For each item, the respondents were asked 
whether they generally agreed, agreed with provisos, or disagreed with the 
proposition. The percentage of nonresponses to each item are not shown.5 
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Table 5.1: Survey Responses By Item and Group 

1. Tariffs and import quotas usually reduce general economic welfare. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 71.3% 21.3% 6.5% 1.35 460 
Econ. Educators 85.2 11.1 3.7 1.19 135 
Econ. Teachers 65.5 18.6 14.1 1.48 174 
Other Teachers 40.1 36.5 22.6 1.82 688 
Journalists 54.8 30.4 12.7 1.57 641 

2. A large federal budget deficit has an adverse effect on the economy. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 35.1% 47.6% 15.71'10 1.80 457 
Econ. Educators 46.7 46.7 5.9 1.59 134 
Econ. Teachers 61.0 31.6 7.3 1.46 177 
Other Teachers 70.5 22.8 6.6 1.36 693 
Journalists 73.6 21.1 4.6 1.30 650 

3. The money supply is a more important target than interest rates for monetary 
policy. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 34.3% 22.4% 40.1% 2.06 449 
Econ. Educators 37.8 37.8 22.2 1.84 132 
Econ. Teachers 40.1 29:4 29.4 1.89 175 
Other Teachers 25.9 33.9 37.9 2.12 678 
Journalists 24.6 33.4 34.7 2.11 607 

4. Flexible and floating exchange rates offer an effective international monetary 
arrangement. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 56JI"10 33.6% 8.4% 1.51 455 
Econ. Educators 65.9 31.9 1.5 1.35 134 
Econ. Teachers 61.6 31.6 5.1 1.43 174 
Other Teachers 49.9 39.1 6.9 1.55 665 
Journalists 52.2 35.3 5.2 1.49 607 
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Table 5.1: Survey Responses By Item and Group Continued 

5. As the USSR moves toward a market economy, a rapid and total refonn would 
result in a better outcome than a slow transition. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 27.2% 30.4% 40.1% 2.13 453 
Econ. Educators 34.8 38.5 25.2 1.90 133 
Econ. Teachers 19.8 28.3 50.9 2.31 175 
Other Teachers 19.9 21.9 57.2 2.38 687 
Journa1ists 22.8 30.1 44.3 2.22 636 

6. Fiscal policy (e.g., tax cuts and/or expenditure increases) has a significant 
stimulative impact on a less than fully-employed economy. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 59.3% 30.6% 9.1% 1.49 459 
Econ. Educators 40.7 51.1 7.4 1.66 134 
Econ. Teachers 51.4 34.5 14.1 1.63 177 
Other Teachers 45.1 38.5 14.8 1.69 683 
Journa1ists 35.3 45.5 17.4 1.82 643 

7. The distribution of income in the U.S. should be more equal. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 48.5% 24.4% 26.']010 1.78 462 
Econ. Educators 23.7 40.0 34.8 2.11 133 
Econ. Teachers 35.6 28.8 35.6 2.00 177 
Other Teachers 40.1 31.7 26.8 1.87 684 
Journalists 35.0 30.8 33.1 1.98 648 

8. Antitrust laws should be enforced vigorously to reduce monopoly power from its 
current level. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 34.<)010 36.<)010 27.6% 1.93 461 
Econ. Educators 24.4 50.4 23.7 1.99 133 
Econ. Teachers 44.6 37.9 17.0 1.72 176 
Other Teachers 46.4 35.3 17.0 1.70 685 
Journalists 42.4 35.0 21.4 1.79 647 
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Table 5.1: Survey Responses By Item and Group Continued 

9. Inflation is primarily a monetary phenomenon. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 39.7"10 30.4% 28.5% 1.89 457 
Econ. Educators 47.4 34.1 17.0 1.69 133 
Econ. Teachers 35.0 33.9 29.9 1.95 175 
Other Teachers 22.2 35.6 40.4 2.19 681 
Journalists 18.5 25.7 50.7 2.34 621 

10. The government should restructure the welfare system along lines of a "negative 
income tax." 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 44.4% 34.1% 19.0% 1.73 452 
Econ. Educators 48.2 34.8 15.6 1.67 133 
Econ. Teachers 29.4 34.5 33.3 2.04 172 
Other Teachers 26.5 35.7 30.1 2.04 641 
Journalists 13.9 28.1 46.0 2.36 576 

II. Wage-price controls are a useful policy option in the control of inflation. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 8.4% 17.7"10 73.9% 2.66 464 
Econ. Educators 1.5 8.2 90.4 2.89 135 
Econ. Teachers 5.7 9.6 84.8 2.79 177 
Other Teachers 10.8 21.3 67.3 2.57 690 
Journalists 7.6 19.2 71.9 2.65 647 

12. A ceiling on rents reduces the quantity and quality of housing available. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 76.3% 16.6% 6.5% 1.30 461 
Econ. Educators 82.2 13.3 4.4 1.22 135 
Econ. Teachers 72.3 20.3 6.2 1.33 175 
Other Teachers 48.3 29.3 20.8 1.72 682 
Journalists 51.3 27.0 20.0 1.68 644 
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Table 5.1: Survey Responses By Item and Group Continued 

13. The Federal Reserve System should increase the money supply at a fIXed rate. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 13.4% 30.6% 54.1% 2.42 455 
Econ. Educators ILl 37.8 50.4 2.40 134 
Econ. Teachers 10.2 21.5 67.2 2.58 175 
Other Teachers ILl 25.9 60.2 2.51 675 
Journalists 5.5 23.2 62.9 2.63 600 

14. The level of government spending relative to GNP should be reduced. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 35.6% 19.0% 44.6% 2.09 460 
Econ. Educators 43.7 27.4 28.2 1.84 134 
Econ. Teachers 49.7 27.1 22.0 1.72 175 
Other Teachers 51.7 31.4 15.7 1.64 686 
Journalists 58.9 23.5 15.1 1.55 639 

15. The Federal Reserve System has the capacity to achieve a constant rate of growth 
of the money supply if it so desired. 

General\y Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 25.4% 35.8% 36.6% 2.11 454 
Econ. Educators 15.6 49.6 31.9 2.17 131 
Econ. Teachers 38.4 35.0 26.0 1.88 176 
Other Teachers 34.9 35.9 26.7 1.92 676 
Journalists 22.8 31.6 37.3 2.16 600 

16. Economic evidence suggests there are too many resources in American agriCUlture. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 48.7010 23.9% 21.3% 1.71 436 
Econ. Educators 44.4 24.4 26.7 1.81 129 
Econ. Teachers 20.9 20.3 54.2 2.35 169 
Other Teachers 18.2 19.2 56.1 2.41 648 
Journalists 14.2 16.2 57.1 2.49 573 
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Table 5.1: Survey Responses By Item and Group Continued 

17. Reducing the regulatory power of the Environmental Protection Agency (EPA) 
would improve the efficiency of the U.S. economy. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 10.6% 25.4% 62.3% 2.53 456 
Econ. Educators 11.1 37.8 48.9 2.39 132 
Econ. Teachers 11.9 27.1 60.5 2.49 176 
Other Teachers 15.1 21.8 62.3 2.48 688 
Jownalists 12.4 21.2 64.7 2.53 644 

18. If the federal budget is to be balanced, it should be done over the business cycle 
rather than yearly. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 60.1% 24.8%, 13.4% 1.52 456 
Econ. Educators 54.8 31.1 11.1 1.55 131 
Econ. Teachers 42.4 23.7 32.8 1.90 175 
Other Teachers 30.8 32.4 31.6 2.01 658 
Jownalists 26.1 29.9 35.7 2.10 601 

19. The cause of the rise in gasoline prices that occurred in the wake of the Iraqi 
invasion of Kuwait is the monopoly power of the large oil companies. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 11.4% 20.3% 67.5% 2.57 460 
Econ. Educators 10.4 15.6 74.1 2.64 135 
Econ. Teachers 40.7 22.0 36.7 1.96 176 
Other Teachers 45.4 25.4 28.0 1.82 685 
Journalists 30.8 19.5 47.6 2.17 642 

20. In the short nut, a reduction in unemployment causes the inflation rate to increase. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 17.1'10 41.0% 39.4% 2.22 455 
Econ. Educators 11.9 50.4 35.6 2.24 132 
Econ Teachers 33.3 31.1 35.6 2.02 177 
Other Teachers 27.1 34.7 36.0 2.09 679 
Journalists 20.2 35.1 40.6 2.21 628 
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Table 5.1: Survey Responses By Item and Group Continued 

21. There is a natural rate of unemployment to which the economy tends in the long 
run. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 34.3% 34.1% 30.8%, 1.97 460 
Econ. Educators 51.1 34.8 14.1 1.63 135 
Econ. Teachers 66.1 22.6 10.7 1.44 176 
Other Teachers 62.1 28.2 7.8 1.45 681 
JOlUl18lists 44.3 35.9 17.3 1.72 638 

22. "Consumer protection" laws generally reduce economic efficiency. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 18.3% 23.9'10 55.8% 2.38 455 
Econ. Educators 23.0 36.3 39.3 2.17 133 
Econ. Teachers 14.1 24.9 61.0 2.47 177 
Other Teachers 13.7 23.9 61.2 2.48 686 
Journalists 12.7 22.9 62.3 2.51 641 

23. In the movement from a non-market to a market economy (e.g., Poland) it is 
important that the ownership of productive resources be privatized at the onset. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 35.1% 38.4% 23.7% 1.88 451 
Econ. Educators 51.9 44.4 3.7 1.52 135 
Econ. Teachers 33.9 50.9 14.1 1.80 175 
Other Teachers 30.6 47.0 19.7 1.89 675 
Journalists 34.2 45.5 16.0 1.81 627 

24. A large balance of trade deficit has an adverse effect on the economy. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 26.3% 37.3% 33.8% 2.08 452 
Econ. Educators 19.3 41.5 37.0 2.18 132 
Econ. Teachers 56.5 31.1 11.9 1.55 176 
Other Teachers 64.3 24.8 9.7 1.45 685 
Journalists 58.6 28.2 10.4 1.50 637 
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Table 5.1: Survey Responses By Item and Group Continued 

25. Lower marginal income tax rates reduce leisure and increase work effort. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 22.6% 32.8'110 43.8'110 2.21 460 
Econ. Educators 20.7 41.5 34.1 2.14 130 
Econ. Teachers 21.5 23.7 50.9 2.31 170 
Other Teachers 13.0 24.1 54.3 2.45 634 
JOlUl1aIists 8.4 20.8 60.6 2.58 588 

26. The trade deficit is primarily a consequence of the inability of U.S. firms to 
compete. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 18.1% 29.7% 51.5% 2.34 134 
Econ. Educators 18.5 35.6 45.2 2.27 134 
Econ. Teachers 35.6 35.0 29.4 1.94 177 
Other Teachers 35.5 39.6 23.5 1.88 684 
Journalists 25.2 37.4 35.6 2.11 643 

27. Reducing the tax rate on income from capital gains would encourage investment 
and promote economic growth. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 21.1% 28.:2010 49.8'110 2.29 460 
Econ. Educators 34.1 37.8 27.4 1.93 134 
Econ. Teachers 44.1 33.3 22.0 1.78 176 
Other Teachers 35.3 34.2 28.1 1.93 677 
Journalists 40.0 33.4 25.3 1.85 647 

28. The U.S. government should retaliate against dwnping and subsidies in interna-
tional trade. 

Generally Agree with 
Groups Agree Provisos Disagree Mean N 

Economists 15.1% 35.1% 47.6% 2.33 454 
Econ. Educators 7.4 35.6 56.3 2.49 134 
Econ. Teachers 30.5 38.4 31.1 2.01 177 
Other Teachers 35.7 40.4 21.0 1.85 674 
Journalists 32.1 41.8 23.2 1.91 636 
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III. ANALYSIS 

Three different methods were used to analyze the response patterns across 
groups to determine how much the groups differed from each other. The first 
analysis was conducted item-by-item to identify those items with similar 
responses between groups, and the count of items was used to assess group 
differences. The second method produced rank-order correlations between the 
set of responses of each group to all 28 items. The third method created an 
index score that indicated the extent to which each group was in agreement or 
disagreement with the views expressed by economists. The procedures and the 
results from each analysis are described in the sections that follow. 

Item Analysis 

The frequency distributions in Table 5.1 provide some insights into the 
thinking of each group. Item I, for example, posed the proposition that "tariffs 
and import quotas usually reduce general economic welfare." There was general 
agreement on this item by the majority of respondents, with the exception of one 
group. The largest majorities carne from economic educators (85 percent) and 
then economists (71 percent). Two-th irds of economics teachers (66 percent) and 
over half (55 percent) of the journalists generally agreed with the statement. 
Social studies teachers were the one group with less than a majority (40 percent) 
agreeing with the statement. 

As a first assessment of similarities and differences among groups, a chi
square statistic was calculated for each item, assuming that groups are inde
pendent. This calculated chi-square statistic was used to compare each of the 28-
item response frequencies for economists with the corresponding item responses 
for each of the other four groups.6 If the value of the calculated chi-square 
statistic was not beyond the arbitrary critical value that puts five percent in the 
tail of the chi-square distribution, then the assumption of independence between 
the two groups was maintained. On the other hand, if the calculated value was 
beyond the critical then the two groups were assumed to be related. 

Table 5.2 presents those items where group membership was independent of 
response type. The comparison of the economists with each group showed that 
the most item agreement occurred with economic educators, who had 10 items 
with common response patterns, followed by economics teachers with 8 items, 
journalists with 6, and other teachers with 4. The same ranking of groups by the 
number of items with insignificant differences in response sets occurred when 
economic educators were compared with the other groups. In these comparisons, 
economics teachers had 6 items with common response sets, journalists had 3, 
and other teachers had only I. 
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Table 5.2: Survey ItellL'i with No Significant Difference in Response Patterns 
Between Groups 

Groups 
Groups 2 3 4 

1. Economists 

2. Economic 10, 12, 13, 16, 
Educators 18, 19,20,24, 

25,26 

3. Economics 3, 4, 6, 9, 12, 3,4,11, 
Teachers 17,22,25 12, 14, 17 

4. Other 4, 11, 13,22 27 5, 6, 7, 8, 10, 
Teachers 13, 14, 15, 16, 

17, 19,20,21, 
22, 24, 26, 27 

5. JournaIists 4, 5; 11~.15, 21,26,27 4, 5, 7, 8, 13, 2,3,4,8, 11, 
17,20 16, 17, 22, 23, 12, 16, 17, 18, 

24,27,28 22, 23, 24, 27, 
28 

The chi-square analysis also revealed that economics teachers thought more 
like other teachers or journalists than they did like economists or economic 
educators. There were 17 items with relatively little difference in patterns of 
response between economics teachers and other teachers. Economics teachers 
also shared 12 propositions in common with journalists, which was just two less 
than the number that the other teachers shared with journalists. 

Rank-order Correlations 

The item analysis identified those items with the most similarities in response 
patterns between groups, but a simple count of those items does not provide a 
precise measure of how much the groups differ from each other. Therefore, rank 
order correlations were calculated to assess group relationships. The frequency 
data in Table 5.1 were transformed into means for the correlation analysis. The 
mean responses are shown in the fourth column of Table 5.1. To calculate these 
means, individual responses were assigned a value of 1 for generally agree, 2 for 
agree with provisos, and 3 for a generally disagree. These values were averaged 
across all respondents in each group to produce item means for each group. A 
Speannan's rho correlation was calculated between each group using the means.7 



82 Becker, Walstad, and Watts 

Table 5.3 reports the results of the correlation analysis. The Speannan's rho 
for economists and economic educators was 0.892, confmning the high degree 
of concordance that is obvious from a visual inspection of the means rankings, 
and suggesting that there were only minor differences in the views of economists 
and economic educators on various economic issues. The concordance between 
the rankings of economics teachers and economists was lower, with a Speannan's 
rho of .623. This was about the same as the concordance between economics 
teachers and economic educators (.657), which was expected given the closeness 
in the views of economists and economic educators.8 

There was much less agreement in comparing the other teachers to economists 
or economic educators. Speannan's rho was .468 between other teachers and 
economists, and .409 between other teachers and economic educators. These 
results suggest that the high school economics teachers hold opinions about 
economic issues somewhat closer to economists and economic educators than do 
social studies teachers who do not teach the subject. However, once again this 
analysis suggests that the secondruy economics teachers think more like other 
teachers (correlation .883) than like either economists or economic educators. 

The rank correlation between economists and journalists was slightly higher 
(.557) than the correlation between economists and social studies teachers (.468), 
but it was slightly lower than the correlation between economists and economics 
teachers (.623). More striking is the finding that journalists and teachers think 
alike about many economic issues: the rank order correlation between journalists 
and economics teachers was .932, and .926 between journalists and social studies 
teachers. 

Table 5.3: Rank Order Comparison of Item Means by Group (Spearman's rho 
Correlations) 

Groups 
Groups Description 2 3 4 

I. Economists 

2. Economic Educators .892 

3. Economics Teachers .623 .657 

4. Other Teachers .468 .409 .883 

5. Journalists .557 .560 .932 .926 
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Index Scores 

An alternative method to rank-order correlations for analyzing the degree of 
differences in thinking among these groups was the creation of an index score. 
The index score for each individual represents the degree to which a person's 
views were in agreement with the predominant view of economists across all 
issues. The score was created by fIrst weighting the individual item responses 
(generally agree, agree with provisos, and generally disagree) based on the 
percentage responses given by economists for each category (see Table 5.1). 
That is, if an individual generally agreed on item 1, that item would contribute 
.713 toward to the index score because 71.3 percent of economists thought the 
same way. On the other hand, if the individual generally disagreed with the 
proposition, that opinion would only be worth a value of .065 because only 6.5 
percent of economists were of a similar mind. After each item response was 
weighted according to the proportion of economists' responses, the values of the 
items were summed, divided by the number of items answered, and then 
mUltiplied by 100 to create an index score. 

The means and standard deviations of the index scores for each group are 
given in the lower half of Table 5.4. The rank ordering of the score means is 
what would be expected based on the visual inspection of the item mean data 
and the rank-order correlations. Economists and economic educators had the 
highest index scores (39.9) followed by economics teachers (37.8), journalists 
(36.9), and social studies teachers (35.8). 

The mean differences in index scores and the associated t-values calculated 
assuming no mean differences are shown in the upper half of Table 5.4. There 
was relatively little difference in the means of economists and economic 
educators (t = - 0.17). All the other groups, however, showed relatively large 
differences in mean index scores. There was a two point difference in the index 
scores of economists and economic educators over high school economics 
teachers. The advantage doubled to four points when comparisons were made 
between economists or economic educators and social studies teachers. 
Journalists had index scores that were three points lower than economists and 
economic educators, but journalist scores were halfway between those of 
economics teachers and other teachers. 

Explanations for the Results 

The three different analyses showed the same basic relationships among the 
groups in their opinions about economic issues. Several plausible explanations 
can be given for these robust fIndings. Economic educators were the most 
similar to economists in their overall views probably because of similar education 
and training in economics among the members in each group. Most 
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Table 5.4: Mean Differences Among Groups on Index Scores (t-vaIues in parentheses) 

Groups 
Groups 2 3 4 5 

1. Economists 

2. Economic Educators -0.06 
(-0.17) 

3. Economics Teachers 2.08 2.13 
( 7.10) ( 5.99) 

4. Other Teachers 4.04 4.10 1.97 
(19.77) (12.89) ( 6.89) 

5. Journalists 2.99 3.05 0.92 -1.05 
(14.27) ( 9.37) ( 4.83) (-5.54) 

---------------------------------------------
Means 39.86 39.92 37.79 35.82 36.87 

Standard Deviations 3.36 3.03 3.18 3.44 3.52 

Sample Size 464 135 177 694 655 

economic educators hold Ph.D.s in either economics or education. Those with 
Ph.D.s in education often have substantial coursework in economics and are 
familiar with the thinking of economists on economic issues. 

High school economics teachers were the next closest in their opinions to 
those of either economists or economic educators. The obvious reason for this 
affinity is that high school economics teachers have more education in economics 
than other teachers. Economics teachers are more likely than other teachers to 
have taken economic courses while attending college, and are also more likely 
to have participated in inservice courses or workshops in economics after they 
graduated from college (Walstad, 1992). Their thinking about economic topics, 
therefore, is more likely to be influenced by economists, and by economic 
educators who often teach these preservice and inservice economics courses. 
Economists and economic educators have less influence on other teachers, as all 
three analyses showed. 

Economics teachers, however, had a greater similarity with journalists than 
they did with economists. The reason may be because coursework or knowledge 
was not the only factor influencing the thinking of high school economics 
teachers. Some studies have estimated that it may take as many as five or more 
economics courses before teachers show a meaningful level of economic under
standing, and thus begin to think like economists (Bach and Saunders, 1965). 
Most economics teachers have not taken five or more courses, or developed an 
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economist's framework for thinking about economic issues. Economic 
knowledge also depreciates after the courses are completed, and there is evidence 
that most economics teachers completed their last economics course over eight 
years ago (Walstad and Watts, 1985). Given these conditions, current thinking 
about economic topics is likely to be shaped by the information and "analysis" 
provided by the news media. 

The other high school social studies teachers were the group who differed 
most from economists or economic educators in their views on economic 
propositions. The primmy reason is probably that they had the least economics 
coursework of any group. In fact, one study of college transcripts found that 
prospective social studies teachers had taken only one economics course, on 
average (Galambos, Cornett, and Spitler, 1985). This lack offormal instruction 
in economics means that their opinions about economic topics were more likely 
to be shaped by public opinion or the media than by education in economics. 

Journalists were somewhat inclined to think the same as economists or 
economic educators, but not as much as economics teachers. Again, the 
differences probably arose because of less education or training in economics for 
this group. Most journalists major in journalism or other fields, and take few 
economics courses. What journalists learn about economics often comes from 
on-the-job training in writing about economic events and issues, and from 
reading what other journalists write about these issues. 

IV. CONCLUSION 

The review of past survey studies showed evidence of a general consensus 
among economists in their views on many economic topics. The consensus was 
not universal; it varied by topics and by country-origin of the economists. The 
strongest degree of consensus was found in the U.S. and Canada, less consensus 
was found among economists in Germany, Switzerland, and Great Britain, and 
even less was found among economists in Austria, France, and Belgium. 
Nevertheless, there seemed to be greater similarities in the thinking of North 
American and European economists on economic issues than there were 
differences. 

The thinking of economists on issues where there is consensus and dissension 
is expected to have an influence in the economic education that occurs in a 
country, in part by influencing economic educators and journalists. How well 
economic education works and how economically literate a society becomes may 
depend on the effectiveness of the transmission of the economic thinking to 
groups such as teachers or journalists. The new survey evidence from the U.S. 
presented in this chapter suggests that the transmission of economic thinking is 
less than ideal, and that significant gaps exist in the flow of information or the 
reception of this information across some groups. Economists and economic 
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educators seemed to think alike on economic propositions, and teachers and 
journalists seemed to think alike. Teachers' and journalists' opinions, however, 
were not similar to those of economists and economic educators. Although high 
school economics teachers showed somewhat more affinity for economists' ways 
of thinking than did other teachers or journalists, even among this key group 
there was greater concordance with the views of other teachers and journalists 
than there was with those of economists or economic educators. 

NOTES 

Syed Murtaza Ali, a graduate student in economics at Nebraska, provided valuable 
computational assistance with the data analysis for this chapter. 

1. For example, in a review of the status of the economics major, Siegfried et aI. 
(1991) state: "A broad consensus exists among economics faculty that enabling students 
to 'think like an economist' is the overarching goal of economics education." (p. 199) 

2. That led one reader of the Times, Mr. Peter Sieber, to write a letter to the editor 
concluding that "the economic effects of economists ... are more likely to be unfavorable 
than favorable to Britain" (Oct. 25, 1971). 

3. Some questions from the Kearl et aI. survey that were unique to the U.S. policy 
experience, or dated, or both - e.g., a question on the Ford administration's fiscal policy 
- were not included in the European surveys. 

4. Presumably the group of teachers whose primary assignment was economics or 
who taught an Advanced Placement course in economics would be the ones most likely 
to think like economists. There are, however, other classification schemes that could be 
used to divide the teacher group. The sensitivity of teacher responses to alternative 
schemes (e.g., all teachers who have taught an economics course within the last five years) 
are issues that will be examined in further studies. 

5. Several points should be noted about Table 5.1: (a) Economist data are from 
Alston, Kearl, and Vaughan (1992); (b) Means were calculated by assigning a value of 
1 to generally agree, a value of 2 to agree with provisos, and a value of 3 to generally 
disagree; and, ( c) Respondents to the surveys did not complete every item, so the N varies 
across items and the percentages may not total to 100. The subsequent analysis is based 
on the responses provided to each proposition and not on a global deletion of those not 
responding to every item. 

6. The chi-square statistics was calculated by the formula: 
2 3 

t =.E .E (Oij- Eti)2 IE,j 
1 =1 J =1 

where i = 1, 2 is the index for economists and one of the other four groups and j = 1, 2, 
3 is the index for the three responses, with no opinion or no response deleted from the 
analysis. Eij is the expected number in cell ij and Oij is the observed number in this cell. 
Because our sampling technique may have generated responses that reflect more than pure 
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simple random sampling error, inferences based on the chi-square distribution may be 
suspect. 

7. Speannan's rho is like a simple correlation coefficient but is designed for use with 
rank ordered data. Let d; be the difference between the rank order of the i-th proposition 
(i = 1,2 ... 28) by two different groups. Speannan's rho is then defined by: 

rh 6E« Speannan's 0 = 1 - _-::--_ 
(28)1 - 28 

If the ordering in two sets of data are identical, then Speannan's rho = +1. If they are 
perfectly related in an inverse manner, then rho = -1. If there is no concordance, then 
rho = o. 

8. No statistical test for rank correlation differences among groups was perfonned 
because the data were based on average responses of unequal nwnbers from nonsimple 
random samples. 
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CHAPTER 6 
RESEARCH ON HIGH SCHOOL 

ECONOMICS IN THE 
UNITED STATES: 

FURTHER CONSIDERATIONS 
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Over twenty years ago Nobel laureate George Stigler (1970) argued that "ec0-

nomics belongs in everyone's education once we have learned how to teach it." 
Because the logic of economics is not easy to learn or teach, he concluded that 
"Economics is not yet ready to be made a part of the basic curriculum of all 
educated men" (p. 80). Judging from the extent to which economics courses are 
now offered within the United States and even mandated for high school 
graduation in some states, the education establishment and state legislators 
rejected Stigler's conclusion. Ignoring why this change occurred, we address 
what has been learned about the teaching and learning of economics in high 
schools. Attention is given both to the ways in which learning has been 
measured and to research findings. Alternative measures of "value added" and 
problems of sample selection are also considered. We argue that test scores 
cannot be interpreted as cardinal measures and that only relative comparisons are 
possible. We fmd that standardized test scores show no great difference between 
one method of instruction or program and another. l 

89 
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I. MEASUREMENT OF KNOWLEDGE 

Business, political, and labor leaders have shared the economists' views that 
the general public does not understand economics, although they have not always 
agreed on what constitutes an understanding of economics. Soper and Walstad 
advanced the notion that high school students do not know economics. With the 
support of the National Council on Economic Education (NCEE, previously the 
Joint Council on Economic Education, JCEE), Soper and Walstad (1987) 
developed the Test Of Economic Literacy (TEL), a nationally normed 46-item 
multiple choice test. Walstad and Soper (1988) reported that their selected 
sample of2,483 students averaged only 20.34 questions correct in a mid-school
year administration of the TEL. At a news conference at the 1988 Allied Social 
Science Meetings, Walstad labeled shocking the fact that only 41.7 percent of the 
questions were answered correctly whereas guessing would yield 25 percent 
correct (11.5 questions), on the average.3 

But are these results shocking? The standard deviation was 7.45 answers 
correct, which implies a standard error of 0.15 questions and little likelihood of 
obtaining these results if students were just guessing. Before concluding that 
students know economics, however, recognize that the TEL was constructed so 
that each question tends to identify students who know economics from those 
who do not. Reliability is built into the test by using questions that differentiate 
the same students in the same way; students with higher scores on the test should 
get any question correct with higher probability than those with lower scores. 
This rule for inclusion makes questions dependent, and the probability of 
successful guessing on each question is not fixed at 0.25. Whether any 
percentage correct is higher or lower than what is expected depends on the test 
construction. Whether 40 percent correct is a failing grade likewise depends on 
test construction. There is no unique cardinal standard upon which grades can 
be based.4 

In addition to sponsoring the development of the TEL, the NCEE directed a 
survey of high schools in the 1986-87 school year. The resulting data set, known 
as the National Assessment of Economic Education (NAEE), involves informa
tion on 121 classrooms and 3,266 high school students (Baumol and Highsmith, 
1988). The NAEE had only one administration of the TEL as a year-end test; 
the average was 20.7, which is slightly lower than the 22.14 year-end average 
reported by Walstad and Soper (1988) for their sample of 2,483 students. The 
NAEE data also provide extensive qualitative information on students, teachers, 
and schools. Forty-three scholars were introduced to this NAEE data base, the 
Walstad-Soper TEL data base, and econometric modeling in economic education 
research (Becker and Walstad, 1987) at Princeton University summer workshops 
in 1987 and 1988; much of the recent research reported here is the outcome of 
those workshops. 
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II. RESEARCH DESIGN, MODELING AND FINDINGS 

One might be tempted to subtract the midyear average TEL score from either 
of the two year-end averages reported above as a measure of what is learned in 
a half year of high school. This difference ignores numerous covariates that 
influence economic learning and knowledge of economics. 5 To assess economic 
learning, researchers have used a "change-score model" in which the posttest 
minus pretest score is the dependent variable and explanatory variables reflect the 
effects of individual characteristics (race, sex), human capital (IQ, prior grades, 
attitudes), utilization rates (study and class time), and technology (alternative 
teaching methods or equipment). Others use an "attainment model" in which the 
postmeasure is regressed on the pretest (when it is available) and the other 
explanatory variables to assess economic knOWledge. With these two models 
researchers have learned the following about efforts to raise high school student 
learning and knowledge of economics.6 

Special Projects 

Within the United States, projects administered by Junior Achievement, local 
business organizations, and trade associations are aimed at increasing student 
understanding of certain aspects of an economic system or of specific institutions 
within that system (for a listing of organizations and projects see Banaszak, n.d.). 
Few studies of the outcomes from these projects have been undertaken and none 
has appeared in the academic, refereed journals typically read by economists. In 
contrast, as reviewed by Walstad (1992), there is a substantial body of published 
research on the Developmental Economic Education Program (DEEP). Watts 
(1991) also discusses the projects that have been conducted as part of DEEP, and 
Watts (1985) provides analysis of a statewide program. 

The DEEP projects share a common goal of raising high school student 
understanding of basic economics, although no uniform curriculum is dictated. 
Participating districts are expected to cooperate with a NCEE-affiliated state 
councilor a collegiate center for economic education in two basic functions: 
conducting inservice programs for teachers (typically consisting of economics and 
education courses) and building economics into the curriculum through formal 
economics courses and other courses as well. The NCEE has no direct control 
over what is done under the umbrella of DEEP; it provides stimulus, materials, 
expertise, and leadership by example. 

The many studies of DEEP show that high school students do learn economics 
in various types of courses and that teacher inservice programs are beneficial to 
student learning. Rhine (1989), however, reports the curious results that DEEP 
is effective in states that mandate course work in economics, but it has a negative 
influence on student performance in states without a mandate. Rhine's results 
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may be due to sample selection and variable defmition problems, however. 
Whether a school district is or is not in DEEP may be of little importance 
compared to how successful it is in getting students and teachers into the study 
of economics (Becker and Walstad, 1990). Peterson's (1989) NAEE study 
supports this conclusion.? It appears that it is the two basic functional parts of 
DEEP (teacher training and curriculum change) that are important and not the 
imprimatur. 

Student Ability 

Research confirms that the higher a student's aptitude or intelligence, the 
greater the learning in economics. The pretest score is typically the single most 
important variable in explaining attainment. It also influences change scores, 
although the bias caused by correlation between the error and a pretest regressor 
in these specifications has been relatively ignored by researchers.8 

Student attitudes toward economics are thought to affect the learning of 
economics. Early work at the elementary grade levels suggests that the direction 
of causality is from learning of economics to positive student attitudes towards 
economics and not the reverse (as reviewed by Walstad, in Becker and Walstad 
1987). This direction of causality is supported by Beron's (1990) NAEE results 
that student performance influences student interest more than wanting to take 
more courses affects performance. These results may be sensitive to model 
specification, since they are based on attitude attainment and not changes in 
attitude. They suggest, however, that if students are to learn economics, we 
should first figure out how to teach it; they will then develop an appreciation for 
the subject. 

Teacher Ability 

There is a positive relationship between teacher knowledge of economics and 
learning of economics by students in their classroom (Weaver, Deaton and 
Reach, 1987). Similarly, teacher attitudes toward economics may influence 
student attitudes toward economics (Schober, 1984; Marlin, 1991). Buckles, 
Strom and Walstad (1984) report that high school teachers do not want inservice 
programs on economics content as much as inservice programs that present 
teaching materials. Teachers may be able to learn economics if it is taught 
through materials that teachers could use in their high school classroom (Thorton 
and Vredeveld, 1977). 

Bosshardt and Watts (1990) report that teacher training in economics and the 
quality of the students are important factors in student learning of economics. 
In both fixed- and random-effects models, they found student learning to be 
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associated with instructors. In the fixed-effects model, for example, 32 of the o
J covariates included to represent the 94 instructors were significant. Lopus 
(1990) reports that student knowledge of economics in the NAEE data is 
significantly related to expenditures for teachers with advanced degrees, smaller 
class sizes, and economic education consultants for teachers; student knowledge 
is not related to teacher experience. Becker and Walstad (1990) and Walstad and 
Van Scyoc (1990) found that teacher coursework was significantly and positively 
related to student achievement, thus confirming earlier fmdings. Lynch (1990), 
however, notes that the first few courses in economics that a teacher takes may 
contribute little to the teacher's high school students' learning unless those 
students are being taught in an economics course (as opposed to a history or 
social studies course). Using a nonlinear regression specification, Lynch found 
that the overall influence of economics courses taken by teachers was positive 
only after teachers had completed at least four courses in economics. 

Grimes and Register (1990) report that in the NAEE data, high school students 
in unionized schools score higher on the TEL than students in nonunion districts. 
They suggest that while their results are consistent with those of Eberts and 
Stone (1987), where a positive effect of unions on learning in elementary schools 
was found, a unique and compelling rationale is lacking? One can speculate, 
however, that the perception of union benefits attracts the better teachers. 

Clearly there is more to learn about the role of teachers in economic education. 
Next to student ability, teacher ability may be the most important variable in the 
learning equation. Although the argument is made that teacher preparation in 
economics is inadequate, no one has answered the relevant question: "relative 
to what?" Are social studies teachers less prepared to teach economics than all 
the other subjects they teach? Are social studies teachers less prepared to teach 
economics than mathematics teachers are prepared to teach trigonometry, calculus 
or statistics? Competence in teaching as in any other occupation is a relative 
measure and not an absolute. 

Course Work 

Within the United States, 15 states mandate a separate one-semester course in 
economics for high school graduation; one requires a course for college-bound 
students, four more states require that a course be offered as an elective 
(Highsmith, 1989). It simply is assumed that any course work in "economics" 
increases economic literacy, regardless of the content of the courses or the 
training of the teachers. In the case of mandated courses, however, Marlin 
(1990) calls this assumption into question. 

There is no uniformity in the content of high school economics courses or the 
economics that is taught as a part of social studies, history, and other more 
general courses. The ABA Committee on Economic Education and NCEE, 



94 Becker, Greene, and Rosen 

however, have devoted significant resources to establishing guidelines. In the 
late 1950s these organizations cooperated in the fonnation of the National Task 
Force that addressed what constituted good high school instruction in economics. 
Saunders, Bach, Calderwood and Hansen (1984) outlined the content for 
precollege economic education, which provided the basis of the TEL. Their 
framework was hotly debated at a MIT conference, the proceedings of which 
appeared in the Spring 1987 issue of The Journal of Economic Education. 

Although the question of what economic concepts are to be taught at the high 
school level is not settled, students can learn economics in high school 
economics courses, as well as in social studies, history, and business courses, if 
the teacher is trained in economics. Chizmar et al. (1985) reported that learning 
in economics improves students' skills in other social studies. Different sets of 
prepackaged classroom materials have been shown to work in these varied 
settings (Chizmar and Halinski, 1983; and Martin and Bender, 1985). Dawson 
(1982), for example, reports particularly favorable results when economics is 
"infused" into an American history course. Walstad and Watts (1985), however, 
question how many students are exposed to any significant economics instruction 
through infusion. In consumer courses, learning of economics might even be 
negative according to Walstad and Soper (1988). Peterson (1989) reports that 
in the NAEE data better students avoid economics courses. He is dubious of 
conclusions from studies of learning in various types of courses when such 
selection is not modeled. 

Technology 

Computers are the latest in a long string of technologies that have been touted 
as potential replacements for classroom teachers and for producing a major 
change in education as we know it today. In the 1950s and 1960s television, 
programmed learning, and flash cards were considered revolutionary. In the 
1970s, television and the show-and-tell approach of Sesame Street were pushed 
as the wave of the future. Games and simulations also caught on. Now we hear 
that interactive computing and interactive television are the future of education. 

To date, there is little research that shows anyone of these existing technolo
gies superior to another, or indeed that anything is superior to the classroom 
teacher. Hansen, Kelley and Weisbrod (1970) hypothesized that fmding no 
significant average differences ignores distributional effects. No researcher has 
followed up on the notion of matching teaching techniques to individual high 
school student attributes and benefits from learning economics. This may be 
because court decisions and social and political pressures within the United 
States make homogeneous ability grouping, tracking, and other forms of 
curricular selectivity difficult in high schools. These issues, however, need to be 
addressed by researchers. 
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Physical capital may be a poor substitute for human capital in precollege 
teaching. Rosen (1987) argues that in the economics of education industry, the 
student-teacher ratio becomes the most important constraint. Teaching and 
learning require a two-way communication that becomes increasingly unidirec
tional as the scale of the media is enlarged. Thirty years ago, the AEA-CEE and 
NCEE cooperated in the development of a national television course, The 
American Economy. Although this series had over a million viewers daily and 
was shown to be effective as a teaching tool (Saunders, 1964; and Bach and 
Saunders, 1965), it did not give rise to additional programming and did not 
revolutionize the teaching of economics. If such mass media teaching is desired 
by students and society, after thirty years why hasn't it made the small classroom 
obsolete? Why do parents continue to lobby for smaller classes and not for more 
1V courses? 

The conclusion that no superior technology has emerged does not imply that 
none could be used. Alternative technologies can complement the classroom 
teacher and allow for more individualized instruction. Just as The American 
Economy television series was shown to be instructive, more recent 1V series 
such as the NCEE's Give and Take, Economics U$A, and Understanding Taxes 
can be used to teach secondary students (Chizmar et al., 1985). The question is 
at what cost? Computers can complement classroom instruction (Lewis et al., 
1985), but is it worth the cost to have each student sitting at a terminal? 
Furthermore, microcomputers may have made obsolete all previous evaluations 
of the role of mainframe computers in education. There is no research to date 
that shows any great breakthrough in the educational process. Taking a cue from 
Stigler, Rosen (1987) claims that there has not been a major innovation in 
education since the invention of the printing press, which made inexpensive 
textbook publication possible. 

Studies have attempted to determine the extent to which textbook quality is 
related to student achievement in economics. Miller (1988), for example, 
assigned numerical ratings to textbooks for coverage of specific concepts in the 
Framework of Saunders et at. (1984). This measure of coverage revealed many 
acceptable high school economics textbooks. Miller also found that student test 
scores on the 1EL tend to be related to textbook coverage but his study design 
was not sufficient to control for other explanations of this correlation. 

Sex and Race 

Conventional wisdom holds that males have a relative advantage in numerical 
skills while females excel in verbal skills. This belief has given rise to an 
extensive literature on gender differences in learning economics. 

Siegfried's (1979) summary of earlier work suggests that high school males 
know more economics than females, as measured by multiple-choice tests. Watts 
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(1987) shows that males have higher levels of economic understanding as early 
as grade five. Males and females tend to learn the same amount during high 
school and college, so the gap that materializes before high school never closes 
during the schooling experience. The recent work of Lumsden and Scott (1987) 
suggests that this gap may increase in the college economics course. 

Although studies show a statistically significant gap in male and female 
learning of high school economics, the difference is typically small in magnitude 
- on the order of a couple of multiple choice questions, when background 
variables are controlled. In an exception to this finding, Heath (1989) reports 
that male students outperformed women by 10 TEL points in economics courses 
after controlling for the fact that women do not elect to take economics classes. 
The work of Peterson (1989) suggests, however, that Heath's results may be 
sensitive to the peculiar wa~ in which those who did not take economics had 
their TEL scores censored. 0 Using the same data, Evans (1992) found no 
interaction between the gender of teacher and student and concluded that 
devoting scarce resources to recruit women selectively into education to provide 
role models for young women may be an inefficient use of those resources. 

Regardless of the magnitude of the difference, the work of Ferber, Birnbaum 
and Green (1983) and Lumsden and Scott (1987) suggests that observed gender 
differences may be the product of the multiple choice instrument. Women tend 
to do better than men on essay exams. Lumsden and Scott state: "One cannot 
avoid the uneasy feeling that the now generally accepted 'truth' of female 
inferiority [in the learning of economics] is based on ad hoc rationalizations" (p. 
366). 

As with gender, the effect of race on student learning of economics is not 
great. In Buckles and Freeman (1984), for example, whites show a slight but 
insignificant advantage in learning economics in seven of the ten pre-college 
grades considered. In their national study, Walstad and Soper (1989) found that 
blacks score little more than one question lower than whites on the TEL, with 
statistical significance depending on the model specification. Peterson (1992) 
found no significant difference between blacks and whites electing to study 
economics and no significant difference in their terminal knowledge of 
economics. Unlike his finding of a role model effect for women, however, 
Evans (1992) found a relationship between the race of the teacher and that of the 
student for African-Americans, which was especially strong for students whose 
mothers did not graduate from college. Evans concluded that spending resources 
to attract racial minorities into teaching thus may be socially beneficial. 

Age and Time Usage 

Older students know more economics and are able to learn more abstract 
concepts than younger students. Buckles and Freeman (1984) and Watts (1987 
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and earlier articles) demonstrated, however, that students younger than 18 years 
of age can learn economics. 

Although there are no studies that explicitly measure time on task at the 
precollege level, the study by Jackstadt and Gootaert (1980) suggests that 
working 20 hours or more per week substantially reduces knowledge and learning 
of economics. Supposedly, students who spend so much time working cannot 
devote sufficient time to schoolwork. Females, however, appear to be less 
adversely affected by part-time employment, for some unknown reason. 
Lillydahl (1990) found that modest levels of employment during high school may 
not interfere with student academic perfonnance but that students who work in 
excess of 20 hours per week are absent more often from school, spend less time 
on homework, and have lower academic perfonnance scores. These findings 
stand in contrast to some of the general education research that shows high 
school grade point averages unaffected by part-time employment (Green and 
Jaquess, 1987). The influence of time usage on student learning is not yet 
settled. 

Lasting Effects 

High school courses in economics do raise the economic understanding of 
students, at least in pre-post testing. Still, the lasting effect of high school 
courses in economics has been debated for years (Siegfried and Fels, 1979). The 
early work of Saunders (1970) suggests that students who had an economics 
course in high school enter their first course in college economics with a greater 
understanding, yet upon completion of that course they knew little if any more 
than those who never took a high school course. Myatt and Waddell (1990) 
report similar results, except the decay in learning does not show up until the 
student reaches the intermediate courses. I I The reason for the decay in learning 
is not clear, but one can speculate that students with high school economics 
spend less time on college economics to achieve a target grade and spend more 
time in other activities. The empirical results of Brasfield, Harrison and McCoy 
(1993), however, show a high school economics course to positively influence 
students' grades in college introductory macro- and microeconomics. 

The new Advanced Placement Program in Economics, developed by the 
College Board and the Educational Testing Service and being promoted by the 
NeEE, enables high school students to earn college credit for economics learned 
in high school (Buckles and Morton, 1988). Whether or not this Advanced 
Placement Program will yield positive effects on student learning of economics 
as they move through college remains to be seen. Past experience with high 
school economics courses may not have been overly encouraging but we might 
be wise to look at the results of other disciplines that have had more experience 
with advance placement courses before drawing a conclusion. 
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III. TEST SCORE CHANGES AS VALUE ADDED 

As with education generally, most research in economic education has been 
based on test scores. The differences in these test scores are used as the "value 
added" by the treatment. The market for new high school graduates does not 
place a value on student learning; it values the final level of accomplishment. 
Employers buy terminal high school aptitudes and skills, not a change in test 
scores. What the student knew four years ago in the first semester of the 
freshman year is irrelevant to the employer, except insofar as it affects the rate 
of learning. Knowing the difference between test scores is of little help to a 
student or society without knowing the economic value of this difference. 

Changes in test scores may have administrative value to a principal or 
classroom teacher, but that may have little relationship to the economic concept 
of value. Just as water has a high "value in use" but a low "value in exchange," 
some basic skills, such as an ability to reconcile a checkbook, may have high 
value in use but low value in exchange. Other skills may have a high value at 
one point in time and little value at another; for example, the ability to 
manipulate a slide rule fell in value with the availability of the cheap hand 
calculator and portable computer. Although some skills may be viewed as 
essential for education, their market value is determined by demand and supply. 
The normative beliefs of a principal, school board, chamber of commerce, state 
legislature, or school faculty about the importance of intellectual skills is elusive 
without reference to what employers are paying for the bundle of skills embodied 
in the high school graduate, and what skills they desire from the graduate. (The 
satisfaction derived from learning and its change score measurement is ignored 
here for brevity, but is modeled in Becker, 1982.) 

The distinction between the value of specific forms of knowledge and student 
test scores is not appreciated by all economists and even less by many educators. 
For example, Blinder (1991) argues: 

I have no doubt that the market pays for total, not incremental, ability. 
But, if Y measures economic knowledge, and K and L are the factor inputs ... , 
then 

Y2 = F(K,L) + YJ , 

where YJ is knowledge after high school and Y2 is knowledge after college. 
Scholars interested in college education must still study the production ftmction 
F ( K, L) even if they ultimately care only about Y2 • (p. 252) 

Aside from the academic questions related to the assumed functional form [e.g., 
does F (K, L) + ~ = F (K, L, ~) ?] and its estimation (as discussed in 
endnotes 6 and 8), the relevant practical question in an exchange economy is 
what are the values of the Ys relative to other goods and services?12 The 
importance of considering market valued measures of schooling is evident from 
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the work of Card and Krueger (1990) and Eric Hanushek (1986, 1989). Card 
and Krueger analyzed the earnings of a large sample of male workers in the 
United States in 1979 and the characteristics of the public school each attended 
in the 1920s, 1930s and 1940s. Their work and that of Angrist and Krueger 
(1991) suggests that class size, teacher's pay, the length of school tenn and 
mandatory attendance positively influence the financial returns from education. 
In his review of 147 studies, however, Hanushek (1986) found that the 
teacher/student ratio, teacher pay and other expenditure variables are unrelated 
to student performance on multiple choice tests. 

Hansen, Kelley, and Weisbrod (1970) called attention to the problem of 
valuing individual student learning and its implications for curriculum refonn but 
few have followed their lead. As they state, who receives the benefits of 
instruction and how they weight those benefits will affect the valuation. Putting 
a monetary value on the benefits of one course in economics may be difficult if 
not impossible but researchers can explore the effect of instruction in economics 
on the decisions of unequally endowed students to go to college, to select 
different majors, or to pursue other benefits that are known to have economic 
value. The studies by Beron (1990), on student knowledge and the desire to take 
additional courses, and Vredeveld and Jeong (1990), on student-teacher goal 
agreement, are good beginnings in seeking answers to questions about the 
alternative ways in which students and teachers value economic education. 
Surely there are many other ways in which knowledge of economics might 
influence the decision-making processes and be related to observable market 
outcomes. 

IV. PROBLEMS OF DATA LOSS 

In addition to the problem of valuing changes in scores, there is a practical 
problem of measuring change: students drop out or are forced out between the 
pre and the posttest, and the process that determines who is out is likely related 
to the process that determines scores. For example, teachers who observe that 
their average class score was low on the pretest may not administer the posttest, 
or students with low scores might be encouraged not to take the posttest. As 
demonstrated by Becker and Walstad (1990), this data loss may bias estimators 
in attainment and change score models. 13 

Missing observations on key variables can also devastate a large data set. In 
the Walstad and Soper (1988) 1EL data, 18 percent of the 3,031 matched pre
post scores were discarded because of missing data on other variables; in 
Walstad and Soper (1989), the matched pre-post sample had grown to 3,427 but 
the usable sample had shrunk to 1,630 records. In the NAEE data, questionnaire 
data are missing on a third of the teachers and usable samples of only several 
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hundred observations are not unusual. The reasons for and consequences of such 
large data loss need to be addressed. 

Other problems resulting from self-selection into a sample were identified 30 
years ago by Saunders (1964), in what we believe is the first multiple regression 
analysis of an educational output, although they have been largely ignored since. 
A particularly troubling problem may be a school district's willingness to get 
involved in programs like DEEP and a student's desire to take economics 
courses, as recognized by Peterson (1989). An analysis similar to that in 
Murnane, Newstead, and Olsen's (1985) study of the relative quality of public 
versus Catholic schools may be useful in the analysis of the effect of one type 
of special program or project versus another. 

In the absence of randomized experiments, one can always find selection 
problems at some point in the sampling process. Heckman and Hotz (1989) 
provide specification tests for selecting among alternative nonexperimental 
estimators. In considering selectivity problems, however, researchers should not 
lose sight of the relevant population to which generalizations are to be made. 
For instance, why should we care if we cannot teach a subject to the uninterested 
and unwilling? We are always going to be teaching to selected individuals, so 
why shouldn't our experiments reflect the actual conditions under which we 
work? Why worry about what will never apply? There are many situations in 
education for which potential selection problems can be raised but for which 
there are no practical consequences. 

V. CONCLUSION 

What we know about the effectiveness of high school courses, materials, and 
organizations aimed at advancing an understanding of economics is empirical. 
Learning that is registered for one treatment versus another is measured on an 
ordinal scale. At best relative comparisons are possible; absolute scores have 
little meaning. 

Typically standardized test scores have not shown any great difference 
between one method of instruction or program versus another. This may simply 
reflect a shortcoming of these instruments, however. Consideration of alterna
tives to the standard paper and pencil test instruments for assessing the value of 
economic education efforts is needed. A better conceptual basis also is needed 
to integrate the why, how, and what teachers teach with what motivates students 
to learn. With alternative measUres of success and a better conceptual base we 
might be able to give new answers to Stigler'S old question: "Why should people 
be economically literate?" 
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NOTES 

We benefitted from the reviews of Dawson (1977), Wentworth, Hansen and Hawke 
(1977), Siegfried and Fels (1979), Becker (1983a, 1983b, 1983c), Becker and Walstad 
(1987), Hallows and Becker (forthcoming), Highsmith and Bawnol (1989), Siegfried and 
Walstad (1989), Watts (1990), Walstad (1992), and the annotated bibliography provided 
by the National Center for Research in Economic Education, University of Nebraska. 
Comments were provided on earlier versions by S. Becker, G. Dawson, R Fels, K 
Goldberg, P. Grimes, W. L. Hansen, R Highsmith, P. Kennedy, T. Kniesner, J. Lopus, 
N. Peterson, J. Manahan, P. Saunders, J. Siegfried, W. Walstad, and M Watts. 

1. This review is an updated version of our earlier reviews that appeared in The 
American Economic Review (1990) and Jawnal of Economic &lucation (1990). With few 
exceptions, it is limited to the literature written for economists. 

2. Soper and Walstad (1983, 1988) also developed the Survey on Economic Attitudes 
(SEA) as a two part, 28 item measure of attitudes toward economics as a subject and 
attitudes toward economic issues. The initial draft of Nelson and Sheffrin (1991) critical 
comments about the lEL provides insights into their confusion about the manner in which 
the Test if Economic Literacy and the Survey of Economic Attitudes were prepared and 
administered. Their own hypothesis test of whether high school classes are advancing the 
ideology of the lEL designers showed (p. 161) no statistical significant difference in 
scores from pre-test to post-test on "ideological questions" versus "definitional questions." 
Their test statistic was based on the 1620 students for whom they had pre- and post-test 
data. With this large of sample size standard errors are small so it is impressive that no 
statistical difference was found, although Nelson and Sheffrin try to conclude otherwise. 
Walstad (1991) points out other flaws in Nelson and Sheffrin's critique of the lEL. 

3. The importance of economic education at the high school level may be seen in the 
fact that Walstad's comments appeared in all the major newspapers and weeklies. In Vital 
Speeches of t~ Day (March 25, 1989), for example, he wrote: 

"So typical high school students score only 15 percentage points above a 
chance score on this test. Clearly 40 percent correct represents a failing 
grade under even the most liberal grading standards. This level of 
economic knowledge among most high school students is shocking!" 

4. According to Walstad (1990) almost any norm-referenced test can be interpreted 
as criterion-referenced by analyzing the level of performance or achievement the scores 
indicate. For example, a threshold score can be specified for the Graduate Record Exam 
as the minirmun knowledge level for admission to a graduate school. Walstad seems to 
interpret this score as a single judgment about what constitutes an acceptable level of 
performance. But Walstad overlooks that this threshold is set, at least in part, by the 
number of students needed to fill classrooms; it may have little to do with a test taker's 
absolute competence. It is simply the score that puts x number of students above it, 
where x is the number of students of interest to the screening agent. The significance of 
testing for relative ranking (nonn-referenced) versus competency (criterion-referenced) is 
considered further in Becker and Rosen (1992). 

5. Economic education researchers have considered randomized experiments, but 
typically they have not been able to influence the administrative assignment or student 
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selection. Researchers tend to use self-selected or quasi-experimental designs in which 
assignment of students to control and experimental groups is nonrandom. Students either 
choose to be in a course or are assigned to fulfill graduation and schedule requirements. 

6. Many of the results regarding student learning and knowledge of high school 
economics parallel the research findings for college students in the principles course. 
Siegfried and Fels (1979), in their review of the college studies, consider the many 
variants of the two basic models identified here: 

"(1) absolute achievement - the post-test score; (2) absolute improvement - the 
difference between the post-test and the pre-test score; (3) percentage improvement 
- absolute improvement divided by the pre-test score; and (4) gap closing measure 
- absolute improvement divided by the potential gain in score (which is the 
difference between the perfect score and the pre-test score). The absolute 
achievement score reflects the level of understanding at a point in time. It is a 
stock measure. The absolute improvement score measures the increment of 
learning during a course. An alternative is to use the post-test achievement score 
and control for initial economic understanding by including the pre-test score as 
an independent variable in the regression analysis." (p. 929) 
Hanushek (1986, p. 1156-1157) considered a "level" form, in which the post-test is the 

dependent variable, and a "value-added" form, in which the dependent variable is the post
test minus pre-test. He states that in the value added form it is preferable to include the 
initial achievement measure as one of the inputs instead of using the difference as the 
dependent variable. As discussed in footnote 8, regressing the post-test on the pre-test and 
other covariates is not an equivalent alternative to using the difference between the post 
and pre-tests as the dependent variable. Both models suffer from statistical problems that 
have been relatively ignored. 

7. Diamond and Medewitz (1990) use the nonlinear progranuning method Data 
Envelopment Analysis (DEA) to show that in the NAEE data participation in DEEP 
increases the efficiency of some classes and decreases the efficiency of other classes but 
overall the influence of DEEP is not favorable. Unfortunately the statistical properties of 
DEA are not well developed. 

8. There are studies that show a negative relationship between a pretest and learning, 
where learning is defined by the difference between the post and pretest. Inherent in the 
model 

post - pre = f(pre, ... ) 
is a regression to the mean problem, however. The post - pre learning measure is 
bounded; it cannot exceed the posttest score, when the pretest is zero, and is conceptually 
troubling when the pretest is greater than the post test. As the change score approaches 
the extremes, the error is truncated, a mean of zero is not possible, and least squares 
estimators are biased. Simultaneity is introduced because the pretest score enters on the 
left and right hand side of the equation. As demonstrated by Becker and Salemi (1977), 
when learning is modeled and estimated correctly these problems can be overcome and 
learning can be related positively to the pretest, as one would expect. These problems 
cannot be overcome, however, by simply regressing the posttest on the pretest in a model 
of the type 

post = h (pre, ... ) 
This attainment model still has the regression to the mean problem as long as the test's 

ceiling and floor are reachable, although the estimated pretest coefficient typically will be 
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positive. Any measurement error in the pretest, however, will result in correlation with 
the error term and the least squares estimators will be biased. To see this let "true" 
represent the unobservable true pre knowledge that is measured with error V. In a linear 
relationship, with variables measured as deviations from their means, and only one fIxed 
slope parameter, a, to be estimated, we then have 

pre = atrue + V 
Let exp = 1, for a student in the experimental group, and 0, for a student in the control 

group. Ignoring all other covariates, a linear learning equation h ( ) is ideally written 
post = ptrue + ooexp + U 

where E (V) = E (U) = 0, and E (Utrue) = E (Uexp) = E (Vtrue) = O. 
Because true pre knowledge is unobservable, however, the attainment equation actually 

estimated is 
post = I3pre + ooexp + E 

For those in the control group (i.e., exp = 0), 
E (post I pre ) = I3pre + E (e) = I3pre - [I3E (V I pre )], where 13 = pi a. 

But since pre = atrue + V, V and pre are dependent and E (V I pre) cannot equal zero. 
Thus, E (post I pre) cannot equal I3pre, for those in the control group, and similarly 
E(postlpre) 7= I3pre + 00, for those in the experimental. Becker and Morey (1980) 
provide a simple framework that shows how the pretest may be correlated with the error 
term E because the tests are administered in sequential time periods. Rogosa and Willett 
(1985) also consider individual student differences in measuring change over time. More 
complex panaI data procedures could be addressed in the measurement of change. Salemi 
and Tauchen (1987) raise other issues in the specifIcation of learning equations. 

9. George Vredeveld, a reviewer of the Grimes and Register paper, raised an issue 
regarding the lack of control for geographical regions that tend to be related to union 
activity and high school student learning of economics. 

10. Heath reports that from the initial sample of 3266 students, she could use only 610 
records. Of these 610 students, those who did not elect to take an economics course had 
their actual TEL test score coded as zero. Tom Kniesner, a discussant of her paper, 
pointed out that the inclusion of this hypothetical score in the regression may have been 
the source of the high gender effect. 

11. [Ed. note: Also see Chapter 9 for more discussion.] 
12. Blinder (1992) applauded Albert Shanker for his proposal to conduct a nationwide 

contest in which the rewards are assigned "not by educational attainment at the end but 
by improvement over the period" According to Blinder, teachers' union leader Shanker 
is a good intuitive economist because "success is judged by performance ... That is how 
manufacturers are judged in a market economy. We examine the car, not the factory." 
But consumers do not examine the car to see if it has gotten better over a three year 
period; consumers examine the price and the car's characteristics relative to other cars in 
the market at the time of purchase. Similarly, those interested in an equity position within 
the company do not examine the car to see if it has gotten better; investors examine the 
expected return on equity, which may have little to do with winning a contest based on 
nonmarket values. The Wallace Co., a Houston, Texas oil-supply company, won the 
prestigious U.S. Commerce Department's Malcolm Baldrige National Quality Award in 
1990; this distinction did not prevent Wallace from fIling for Chapter 11 bankruptcy 
protection less than two years later. Similarly, for a school to win a national award for 
its test score improvements over a three year period may say nothing about the 
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marketability of its students' skills or parents' willingness to pay to have students attend 
that school. 

13. Becker and Walstad (1990) take the learning model of Walstad and Soper (1988) 
as given and hypothesize that teachers determine whether to administer the posttest on the 
basis of the average pretest scores of the class and other student characteristics that are 
also in the Walstad-Soper model. To assess whether the average pretest as well as other 
measures of peer grouping should be in the learning equation is yet to be determined. 
Murnane, Newstead, and Olsen's (1985) residual analysis for selecting among alternative 
estirnators may be helpful in such an analysis. 
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CHAPTER 7 
AN ASSESSMENT OF ECONOMICS 

INSTRUCTION IN AMERICAN HIGH 

SCHOOLS 

William B. Walstad 

Prior to 1960 serious problems confronted economics instruction in American 
high schools. A mYor concern was the limited amount of economics taught 
because few high school students ever took a separate course in economics, or 
received economics instruction in the context of other social studies courses. 
Compounding that problem was the way that economics was taught. Instruction 
in separate economics courses was descriptive, dry, and rarely included economic 
analysis. Coverage in textbooks and other instructional materials lacked 
economic analysis, and many organizations were inundating the schools with 
pamphlets and other materials, some of which were simply propaganda. Many 
high school teachers were inadequately prepared to teach economics or deal with 
slanted materials, so teachers' value judgments often substituted for analysis in 
classroom discussions of economic problems or issues. Finally, economists and 
educational organizations showed little interest in, and provided no guidance for, 
the teaching of economics below the college level. 

To address these problems, the American Economic Association (AEA) and 
the Committee on Economic Development (CEO) established the National Task 
Force on Economic Education in 1960. A report was issued a year later that 
offered recommendations for improving economic education in high schools and 
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at lower grades (Bach et aI., 1961). The twelve recommendations, which are 
listed in Table 7.1, served as a blueprint for sweeping changes in economics 
instruction in high schools in the United States for over three decades. 

Table 7.1: Recommendations of the 1961 National Task Force on Economic 
Education 

IJX:rease Instruction 

I. We recommend that more time be devoted in high school curricula to the develop
ment of economic understanding. 

2. We recommend that wherever feasible students take a high school course in 
economics or its equivalent under another title (such as Problems of American 
Democracy); and that in all high schools of substantial size there be at least an 
elective senior-year course in economics. 

3. We recommend that courses in problems of American democracy (now taken by 
perhaps half of all high school students) devote a substantial portion of their time to 
development of economic understanding of the kind outlined. 

4. We recommend that more economic analysis be included in history courses. 

5. We recommend that all business education curricula include a required course in 
economics. 

6. We recommend that economic understanding be emphasized at several other points 
in the entire school curriculum. 

Content Revision 

7. We recommend central emphasis on the rational way of thinking presented in 
Chapter II should be a prime objective of the teaching of economics. 

8. We recommend that examination of controversial issues should be included, where 
appropriate, in teaching economics. 

Teacher Education 

9. To improve the ability of teachers, we recommend several steps. 

a We recommend that teacher certification requirements in all states require 
a minimum of one full year (6 unit) course in college economics for all 
social studies and business education teachers. 

b. We recommend that school boards and administrators consider these 
certification standards as minimum requirements, and they take steps to 
enforce higher standards wherever feasible. 

c. To help present teachers improve their economic competence, we recom
mend increased use of summer workshops, teacher participation in a 
nationwide television economics course planned for 1962-63, and return to 
college for additional work in economics. 
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Table 7.1: Recommendations of the 1961 National Task Force on Economic 
Education Continued 

d We recommend that colleges preparing teachers improve the economics 
courses offered for this purpose, and establish other opportunities for high 
school teachers to increase their economic understanding. 

Materials 

10. We emphasize the need for more effective high school teaching materials and 
recommend that steps be taken by private publishers, foundations, and others to 
increase the supply of such materials. 

Involvement of Others 

11. We reconnnend that professional economists play a more active part in helping to 
raise the level of economics in the schools. 

12. We urge widespread public support, both private and governmental, for the 
improvement of economics in the schools. 

Source: Bach et aI., 1961, pp. 64-77. 

This chapter assesses whether any substantial gains have occurred in the 
teaching and learning of economics in American high schools since the early 
1960s.1 The answer is in some ways simple, and in others, complex: simple 
because the overall improvement in economic education in high schools has been 
substantial; complex because it requires assessing how much progress has been 
made in such areas as course enrollments, achievement outcomes, coverage and 
emphasis in economic content, teacher preparation, educational materials, and, 
support from economists and organizations. 

The breadth of the assessment forces some constraints on what can and should 
be covered in this chapter. First, a detailed analysis of research methods is 
omitted to avoid duplication because there are other writings on research 
questions, theoretical models, and econometric problems (Becker and Walstad, 
1987). Second, this chapter offers a broader and more historical perspective than 
found in the review of research models and major empirical fmdings in Chapter 
6. Third, the primary focus is on economic education in senior high schools. 
Some fmdings on economic education in lower grades and other topics are 
described at times, as they relate to the high school results, but they receive 
minor attention because they are addressed in other publications (Walstad and 
Soper, 1991). 

The assessment is divided into seven sections and follows the order of the 
recommendations in the National Task Force report. The first section describes 
course enrollment trends in economics and other subjects, looks at the influence 
of state mandates and testing, and explains what efforts have been made to 
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integrate economics into the school curriculum. The second section briefly 
reviews the empirical research on coursework and economics achievement. The 
third section describes the economics content recommended for high school 
students and discusses the controversies over the content guidelines. Section four 
turns to teacher education and examines its influence on student performance. 
Changes in instructional materials are identified in section five. The sixth section 
discusses the role of economists and organizations in expanding and strengthen
ing economic education. The concluding seventh section describes the current 
concerns about economics instruction in American high schools. 

I. ECONOMICS IN THE HIGH SCHOOL CURRICULUM 

More teaching of economics in the schools was called for in the first six 
recommendations of the National Task Force (Table 7.1, #1-6). Increases in 
instruction can be achieved by having students take a separate economics course, 
by including more economics in related high school courses, and by infusing the 
teaching of economics in other subjects in the kindergarten through twelfth grade 
curriculum. Data and studies show that there is more widespread inclusion of 
economics in the school curriculum than in past years, but the penetration is still 
limited. 

Economics and Other Courses 

As shown in Table 7.2, enrollments in economics courses in public and private 
high schools increased significantly over the years. In 1961, only about 16 
percent of public and private secondary students in grades 9 to 12 took an 
economics course. By 1982, about 22 percent of high school graduates 
completed an economics course. The percentage doubled to 44 percent by 1990. 
The dramatic increase from 1982 to 1990 probably reflects the implementation 
of state mandates for economics coursework during the 1980s, which will be 
discussed later. 

Traditionally, economics courses are taught in the social studies curriculum in 
high school. A typical sequence in the social studies would have students take 
a year of civics in ninth grade, a year of world history or world studies in tenth 
grade, and a year of United States history in eleventh grade. In the twelfth 
grade, students would have the option of taking two semester-length courses from 
a set of courses that would include economics, United States government, 
psychology, sociology or social problems, and other course titles that vary from 
year to year (Jenness, 1990, p. 20). There are, of course, deviations from this 
norm because some school districts offer economics in grades nine, ten or eleven, 
and because in recent years more states and school districts have made 
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Table 7.2: Enrollment in Economics and Other Courses (as a percentage of all high 
school graduates) 

Selected Years 

Courses 1961 1973 1977 1982 1987 1990 

Economics 16% 20010 22% 22% 29% 44% 

--------------------------------------------

Psychology 8 22 22 24 27 25 

Sociology 18 32 24 19 17 19 

Government 44 45 46 46 48 59 

Problems of Democracy 21 11 7 3 5 3 
------------------------------------

Government & Economics 3 9 10 

Conswner Courses 4 14 15 14 14 

Conswner Economics 2 6 6 6 6 
Conswner Education 2 8 9 8 8 

General Business 24 20 18 17 16 

Source: Walstad, 1992, p. 2023, and National Center for Education Statistics (1993). 

economics a required course for students. The placement of economics in the 
twelfth grade, however, has a long tradition in the social studies curriculwn. 

The middle part of Table 7.2 offers a perspective on enrollment trends for 
economics compared with other subjects that are usually taught as social studies 
electives in high school. The percentage of high school graduates taking an 
economics course increased substantially, but so did the percentage taking a 
psychology course until 1987, and then enrollments fell. Interest in sociology 
also rose and fell over the years. The fraction of high school graduates 
completing courses in United States government is much larger than for 
economics because government is often a required course. Its enrollment has 
shown the same large increase from 1987 to 1990 as economics. 

The National Task Force saw "no practical alternative" to a semester or full
year course in economics for achieving the level of economic understanding it 
had outlined (p. 66). The enrollment data suggest that more students today are 
meeting that objective, with the percentage of high school graduates who took 
the course almost tripling since~1961. Table 7.2 also shows that many high 
school graduates (56 percent in 1990) received no formal instruction in 
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economics in a separate course, and therefore learned economics in other ways, 
if at all. 

Government and Economics Courses 

In the 196Os, a "Problems of American Democracy" course was taken by many 
high school students. This course was considered by the National Task Force to 
be a possible equivalent to a separate economics course, especially if more 
economics was included in the "problems" course (Table 7.1, #2 and #3). As 
shown in Table 7.2, the percentage of high school graduates taking a problems 
course has fallen over the years, from about 20 percent to only about 3 percent 
by 1990. That change occurred with the addition of other political science or 
government courses to the social studies curriculum, which substituted for the 
problems or issues course. 

During the 1980s, a "government and economics" course emerged that has 
some potential to fulfill the expectations of the National Task Force. The 
percentage of students who completed this course rose from three percent in 1982 
to ten percent in 1990. What is not clear from the data in Table 7.1, is whether 
a government and economics course lasts for a year or a semester. A semester 
course may be more appealing to social studies educators because it allows 
students to take other elective or required social studies courses in another 
semester. In that case, however, a semester course in government and economics 
would not be equivalent to a semester course in economics. 

Consumer Economics Courses 

Other alternatives to a separate course in economics for many noncollege
bound students, and also for some college-bound students, are elective or 
required courses in "consumer economics" or "consumer education" (Brenneke, 
1981 ). These course are taught in different areas of the high school curriculum 
- social studies, home economics, or business education - with course 
placement depending on the school district or state guidelines. 

In the early 196Os, consumer economics and consumer education courses were 
taken by only about 4 percent of high school graduates. Enrollments grew 
during the 1960s and early 1970s with the increase in interest in consumer topics 
and issues. The 1982, 1987, and 1990 data indicate that enrollment remained 
relatively steady with about six percent of graduates completing consumer 
economics courses and another eight or nine percent taking consumer education 
courses. The question many economists have raised about these consumer 
courses, more often than they do about courses in government and economics, 
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is how much economics is learned. Finding on this issue are discussed in the 
third section. 

General Business Courses 

The National Task Force called for a required course in economics in the 
business education curriculum (Table 7.1, #5) that might serve the needs of 
students who were taking a business or vocational program of studies and who 
were not likely to attend college. This required course never became part of the 
business education curriculum, and perhaps the closest substitutes are courses in 
"general business." Textbooks for these courses cover some basic economics, 
especially microeconomic concepts, with application to practical business issues 
and problems (Brown and Clow, 1987). 

The titles of general business courses VaI)' and include: (1) introduction to 
business; (2) cooperative business education; (3) business and office education; 
(4) entrepreneurship; and (5) business and management. Enrollments in general 
business courses stood at about 24 percent of high school graduates in 1961. 
The data in Table 7.2 indicate that enrollments in these courses have declined, 
but they were taken by about 16 percent of high school graduates in 1990. 

State Mandates 

As shown in Table 7.3, a significant change affecting enrollments and the 
status of economics during the 1980s was the rise in the number of states that 
require some type of course in economics for high school graduation. In 1982, 
seven states, which accounted for 11 percent of public high school graduates, had 
a mandated economics course. By 1987, mandates were in effect in thirteen 
states, covering about 26 percent of high school graduates. Adoption of 
mandates in California and New York in late 1980s meant that by 1990 about 45 
percent of students graduating from public high schools took some form of a 
required course in economics. 

Most mandated courses would be considered similar to a traditional economics 
course, but there are differences among the courses because some states have 
adopted a special emphasis in their legislation. The most popular emphasis, 
found in the legislation for seven states, is for an economics course that features 
the characteristics and preaches the benefits of the "free enterprise system" 
(Arizona, Florida, Georgia, Idaho, Louisiana, Tennessee, and Texas). Coverage 
of "consumer education" topics is stressed in the legislation in four state 
requirements (Florida, Idaho, Oregon, and Tennessee). One mandate combines 
the teaching of economics with civics or government (North Carolina). In New 
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Table 7.3: Public High School Gmduates in States Affected by Mandates for 
Economies-related Courses for Gmduation: 1982, 1987, and 1990 (in 
thousands) 

Category 1982 1987 1990 

States AL, AZ, GA Plus: FL, ID Plus: CA, IN 
LA, OR, SC NH, NC NY 

1N TX, WV 

Nwnber of 
Mandate States 7 13 16 

Public H. S. Grads 
in Mandate States 297 641 1,114 

All Public H. S. Grads 2,705 2,433 2,491 

Percentage of Public 
H. S. Grads in Mandate 
States 11% 26% 45% 

Saurce: Walstad, 1992, p. 2025. 

Hampshire, the mandate calls for a course in "basic business and economic 
education. ,,2 

Infusion 

The National Task Force recommended that more economic analysis be taught 
in United States and world history courses (Table 7.1, #4). The task force 
members also wanted more economics included throughout the school curriculum 
- in both elementary and secondary grades - and believed that some economics 
could be taught in courses such as geography, civics, or mathematics. The 
suggestions, combined with attempts to include more economics in problems 
courses and in the business education curriculum, became the basis for an 
"infusion" model of curriculum change. 

The great appeal of the infusion approach is that it gives teachers and school 
administrators the flexibility to tailor economics instruction to fit the constraints 
of a school's curriculum. Many constraints currently make it impossible or 
impractical for many students to take a separate course or unit on economics, 
especially in lower grades. Another benefit of the infusion approach is that 
students receive instruction on basic economics that prepares them for a 
culminating, "capstone" course on economics in high school. Infusion also has 
value in making economics an integral part of the education of all students, and 
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not simply a subject that is taught exclusively in a separate course for college
bound students. In principle, at least, that's the way infusion is supposed to 
work. 

The infusion strategy has been widely adopted by schools, as indicated by the 
results of a national survey in which teachers listed over thirty different classes 
in which they taught economics (Yankelovich, Skelly, and White, 1981). One 
significant reason for this development is that state legislation has encouraged the 
teaching of economics in various sub-4Xjects in elementaIy and secondary grades. 
By 1989, 19 states mandated the infusion of economics, sometimes beginning as 
early as kindergarten (Highsmith, 1989). Although these states account for about 
51 percent of graduates from public high schools, it certainly should not be 
assumed that all students in these states receive a similar type or a high quality 
of instruction in economics. The infusion legislation differs substantially by 
state, implementation often depends on the interest of individual school districts, 
and the quality of instruction varies by teacher. 

Testing Students 

In recent years, required testing of students is one action that has been taken 
to improve economics instruction. Required testing of economics is called for 
in the legislation of at least six states, usually as part of a broader assessment of 
social studies subjects (Highsmith, 1989). This required testing probably affects 
I ° percent of high school students. 

There are also voluntaIy tests in economics that students can take, some 
offered by states and others offered by nonprofit organizations. For example, the 
Advanced Placement CAP) examinations in economics were developed by the 
College Entrance Examination Board CCEEB) in 1989 for high ability, college
bound students who want to receive credit from colleges for completing the 
equivalent of a one semester course in microeconomics, in macroeconomics, or 
both courses. AP economics students attend a semester or a year-long course in 
high school that covers the content typical for most introductory college 
economics courses. 

The number of candidates taking an AP exam in economics increased 
substantially from 1989 to 1991, from about 3,000 per exam in 1989 to about 
5,000 per exam in 1991, probably because more teachers and schools established 
AP-courses, and because more students knew about the courses. Even in 1991, 
however, only about two percent of high school graduates took an AP exam in 
economics, and of this group, only about 60 percent received college credit, 
assuming a score of three or better (qualified to extremely well qualified) was set 
as the cutoff by the university which accepted this credit (CEEB, 1992). 

The development of the AP economics exam and the testing of economics in 
statewide testing programs are positive indicators of the perceived value of 
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economics for students. Less progress has been made, however, with having 
economics tested at the federal level. The problem is that economics is viewed 
as a minor subject in the education of students compared with other social 
studies subjects such as history or geography. The National Assessment of 
Educational Progress (NAEP) is widely considered to be the "nation's report 
card." NAEP has conducted assessments of history, geography, and civics, but 
economics is yet to be tested. Although economics is being considered for 
NAEP testing in 1998, the probability of that occurring is far from certain. 

II. RESEARCH ON COURSE INSTRUCTION 

Extensive research has been conducted on the effectiveness of economics 
instruction in different types of courses. This research has evolved with the 
development of instruments for measuring achievement. The basic findings 
suggest that not all courses are equally effective in promoting student learning 
of economics. 

The TEL and Courses 

Research in economic education has been advanced by the creation of a 
battery of standardized achievement tests in economics. The first national test 
for measuring the economic knowledge of high school students was the Test of 
&onomic Understanding. By the mid-1970s, concerns about the age of the 
norms and the content validity of the TEU led to a substantive revision that 
resulted in the first edition of the Test of &onomic Literacy (TEL). The TEL 
itself was revised in 1986 (Soper and Walstad, 1987). 

The TEL is a valid and reliable test that has the capacity to distinguish high 
school students with more knowledge from students with less knowledge. On 
form A of the TEL, students with economics instruction had a mean score of 23 
points and students without economics instruction had a mean score of 18 points. 
Although this score differences appears to be small, it is not uncommon for 
standardized tests in economics to show this size difference. The reasons are 
many and are often related to the test construction and measurement (Millman 
and Greene, 1989). First, limits to the number of questions that can be 
reasonably completed by students in a fixed time period limit the range of scores. 
Second, concerns about making a test too difficult for students and demands to 
balance content coverage restrict score differences. Third, the opportunity for 
guessing on questions with a high probability of success reduces the spread 
between scores of different student groups. Fourth, the sample of students with 
instruction and the sample of students without instruction usually have similar 
characteristics, and therefore when the classroom time is limited, there may not 
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be much difference in test scores. Finally, the lack of incentive to take the test 
because it may not count for a grade may limit changes from a pretest at the 
beginning of a course to a posttest at the end of a course. These and other 
influences tend to decrease the magnitude of score differences on standardized 
achievement tests in economics such as the lEL. 

Several national studies have used the 1EL to examine the contribution of an 
economics course to economic understanding relative to other courses. In one 
such study, students were enrolled either in an economics course, a consumer 
economics course, or a social studies course, such as United states history or 
government, in which the teacher either included or did not include economics. 
The regression results showed that students who took an economics course 
scored 3.8 TEL points higher, and that students who took a social studies course 
that included economics scored about I point higher, when compared to students 
enrolled in a social studies course where the teacher did not include economics, 
but there was no significant contribution to economics learning for students in 
a consumer economics course.3 

Overall, the research evidence on economics instruction in several types of 
courses confirms the value of a formal course in economics as a means for 
improving economic understanding. Other content may be taught in consumer 
economics courses, but little knowledge of basic economics seems to be 
transmitted to students. Some courses in the social studies, such as United States 
history or government, may contribute to economics achievement, but the size 
of that contribution is limited and probably depends to a large degree on whether 
a teacher makes a conscious effort to include economics in a course. Social 
studies courses simply have the potential to lay the groundwork for economics 
learning in a separate course in economics. 

Problems with Infusion and Economics Courses 

The coursework fmdings highlight the need for a more realistic view of the 
infusion approach to economics instruction. Infusion has great intuitive appeal 
and is portrayed to school administrators as a relatively inexpensive way of 
teaching economics. There are obstacles, however, that prevent the realization 
of any substantial educational benefits, and eliminate the potential effectiveness 
of the approach. These barriers to economics learning in other high school 
courses, and even at lower grades, include: (1) deficiencies in the economics 
preparation of teachers for whom economics is not likely to be a major 
responsibility or interest; (2) the poor quality of the coverage of economics in 
textbooks in non-economics subjects; (3) the lack of supplementary materials for 
those subjects; (4) inadequate discussion in state or school district curriculum 
guides on how to include economics in different courses or grades, and, (5) 
limited· classroom time for instruction. The obstacles, either separately or in 
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combination, reduce the contribution from infusion to the development of 
economic understanding (Walstad and Watts, 1985).4 

There also needs to be more realism about what can be achieved in a high 
school course in economics alone. The lEL data show that there was a 
significant gain in economic knowledge from taking an economics course; yet, 
at the end of the course students could correctly answer only about half the test 
questions. This low level of performance can be attributed to many factors, 
some associated with teacher and course characteristics, others related to social 
and educational problems plaguing high schools and students, and still others 
connected to measurement issues. The most important reason is the small 
amount of instructional time actually devoted to economics throughout the school 
curriculum. Major school subjects, such as math or history, are taught to all 
students over many years in concentrated units and courses that begin in the 
early grades. By contrast, intensive development of economic understanding 
depends almost exclusively on a one-semester course that is typically taught in 
the last year of high school and that is taken only by a minority of students.5 

III. CONTENT IN ECONOMICS COURSES 

High school instructors who teach economics must answer two major 
questions: what economics content should be taught, and how should economics 
be taught. To help teachers with these important decisions, some economists 
have prepared content guides that identifY key economic concepts and methods 
for teaching economics in the classroom. The development of these guides has 
not been without controversy. 

Economic Concepts and Approach 

The primary mission of the National Task Force was to "describe the 
minimum understanding of economics essential for good citizenship and 
attainable by high school students, with the goal of providing helpful guidelines 
for high school teachers, administrators, and school boards" (p. 4). For that 
reason, two major recommendations (Table 7.1, #7 and #8) and about two-thirds 
of the report were devoted to the ideal approach and content for teaching 
economics in high school. The report emphasized an analytical and more 
objective approach to teaching economics. This approach involved the use of a 
basic problem solving model where students define an economic problem, 
identifY and weigh goals and objectives, specifY the alternative solutions, and 
analyze the consequences of choosing an alternative. Ideally, teachers would 
also cover some 45 economic concepts and institutions that were viewed as 
essential for the economic understanding of high school graduates. 
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The National Task Force document essentially served as the major content 
statement for what should be taught in the schools until it was replaced by the 
Framework/or Teaching &onomics: Basic Concepts (Hansen et al., 1977). The 
publication of the Framework was a significant improvement over the ambitious 
National Task Force outline because it reorganized and reduced the economic 
content to a shorter list of essential concepts and emphasized the relationships 
among economic concepts and topics. The new guide continued to stress the use 
of an analytical and rational approach to the teaching of economic issues and 
problems in the classroom, as did the National Task Force report before it. The 
Framework was revised in 1984 to incorporate further content changes, but the 
key elements of economic understanding were retained (Saunders et al., 1984).6 

The Framework significantly influenced economics instruction and the 
economics curriculum in American schools. The effects can be found in 
curriculum guides and in teaching materials produced by school districts, state 
departments of education, and other organizations (Symmes, 1991). Framework 
concepts are covered in many high school textbooks (Miller, 1988), and textbook 
publishers given emphasis to the Framework in promoting texts. The widespread 
acceptance and use of the Framework indicate that it represents the CWTent 
consensus among many economists and economic educators on guidelines for 
what economics should be taught and, in general, how economics should be 
taught in the schools (Buckles, 1991). 

Criticisms 

Three general criticisms have been leveled against content guides in 
economics. The fIrSt concerns whether economists should make recommenda
tions about economic content for the school curriculum. George Stigler (1963) 
lamented the professional sponsorship of the National Task Force report because 
preferential status was given to the views of some economists that would have 
a profound influence on the views of noneconomists. Stigler recognized that 
high school economics was in a poor state at the time, but he opposed a 
monopoly of opinions about the content of high school economics that he felt 
characterized the report, even if the National Task Force consisted of economists 
who "are representative of the central range of professional opinion" (p. 654). 

A second criticism involves the feasibility of proposed guidelines. Stigler 
found the contents in the National Task Force report to be similar to a table of 
contents for a college principles textbook and he wondered how the high school 
course could ever be successful in teaching this extensive content given the 
maturity of students and the lack of economics preparation among teachers. 
Problems with the transfer of ideas from the report to the classroom was also a 
complaint made by Wagner (1963). He found the content discussion and 
recommendations to be too broad to guide school programs, and argued that 
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school administrators and teachers would need more help to make economics an 
essential part of the school curriculum. 

The feasibility and usefulness issues raised by Stigler and Wagner were 
addressed to some extent in the two editions of the Framework, and also in 
instructional materials developed for teachers and students by other economists 
and educators (Symmes, 1991). The pedagogical work is by no means complete. 
An extension of the Framework is Economics: What and When, a "scope-and
sequence" document that describes the economic concepts from the Framework 
in short statements and in student language to make it easier for educators to use 
(Gilliard et aI., 1988). The guide also recommends the grade levels at which the 
basic economic concepts and generalizations should be introduced and how 
understanding of economics should progress as students move through the school 
curriculum. Initial support for the recommendations was provided in a survey 
study by Watts (1987a), but further work is necessary to establish the effective
ness of propositions for coverage and grade placement of economic concepts. 

The third and major criticism focuses on acceptance of the economic content. 
Reaching a consensus among the economists serving on a committee producing 
a guide is only the first small step in the on-going debate over the economic 
content. Once published and circulated, a guide is open to scrutiny by the 
public. The news media or special interest groups may hold different views 
about the accuracy or emphasis in economic content, and in the extreme, may 
want economics taught in a way that may border on preaching or indoctrination. 
The WaIl Street Journal, for example, criticized the National Task Force report 
for problems in content emphasis in four lengthy editorials in 1961 and 1962.7 

Content guides are subject to further scrutiny from other economists, who may 
object to the recommendations for what should be taught in the schools. Paul 
Samuelson (1987) commented on his early involvement in the work of the 
National Task Force and the difficulty of maintaining a consensus about what 
should be taught in high school at a 1986 MIT conference: 

About three decades ago, economics made a comeback in the high schools. 
And, for better or worse, I don't think you're going to be able to put the genie 
back into the bottle. ArOlmd 1960, Lee Bach dragged me, kicking and 
screaming, into curricular committees trying to decide what should be taught 
in the new renaissance. Each morning, the rock has to be rolled up the hill 
again, and here you all are struggling with the perpetual problem of curricular 
coverage. (p. 107) 

At this conference, several prominent economists, often selected for their unique 
views on economics, offered critiques of each major section of the Framework. 
These criticisms usually arose from larger concerns about the discipline of 
economics. 
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The content of the Framework represents mainstream economics, albeit in a 
limited and condensed fonn. To the extent that there are perceived omissions 
and limitations in mainstream economics, they will be reflected in the Frame
work. In reply to the critics, Baumol (1988) stated that "there is absolutely 
nothing wrong with the current state of economics and that, besides, the 
discipline's fundamental problems are being remedied as quickly as can 
reasonably be expected" (p. 323). In his view, the alternative paradigms 
presented at the conference were largely unworkable as the basis for structuring 
the content of pre-college economics. If this conclusion is accepted, it implies 
that changes in future editions of the Framework, and in the content of most 
American high school courses in economics, will most likely result from major 
shifts in mainstream thinking about economics. 

IV. TEACHER PREPARATION 

Two basic approaches are available for improving the economic understanding 
of teachers. The fIrst involves reaching students who are preparing to become 
teachers and getting them to take more economics in their "preservice" training. 
The other approach stresses improved teacher education in economics through 
"inservice" courses and workshops for teachers who already are licensed and 
currently teaching in the schools. Research shows that teacher preparation in 
economics is essential for student learning of the subject, but preservice and 
inservice coursework in economics is often limited. 

Teacher Coursework 

In response to the need to improve the level of economic understanding among 
teachers, the National Task Force called for states to require a minimum of two 
semester courses in economics for all prospective social studies and business 
education teachers (Table 7.1, #9a and #9b). Even higher standards were 
proposed by a 1985 committee studying teacher education in economics 
(Hennanowicz et aI., 1985). This committee recommended that all future 
teachers be required to take one basic course in economics, or preferably the 
principles sequence in economics. All prospective teachers of social studies, 
business education, and home economics courses should be required to take at 
least three semester courses in economics, including the principles sequence and 
an advanced course. Teachers who specialize in teaching economics in 
secondary schools should complete the equivalent of a fIeld of concentration in 
economics consisting of at least six semester courses. Teachers of advanced 
placement or honors courses in economics should complete at least ten courses, 
or the equivalent of a major in economics. 
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Current state standards for the initial licensure or certification of secondary 
social studies teachers - those most likely to teach economics - do not fulfill 
even the minimal recommendations of the National Task Force. Of the 51 
certification agencies, only 11 had a specific semester credit-hour requirement in 
economics in 1988-1989 (Dumas, Weible, and Evans, 1990). The average 
requirement in these eleven states was 4.8 credits, which represented about 11.5 
percent of the minimum 42 credit hours in history and the social sciences 
required for social studies certification in most states. 

Weakness in economics preparation is also found in studies of economics 
courses taken by employed teachers, but many teachers have taken more 
economics courses than would be expected based on state certification require
ments. One significant reason has been the growth of inservice programs, which 
has become crucial for correcting some deficiencies in teacher knowledge from 
preservice education. The inservice activity includes courses and workshops that 
are offered by many colleges and universities and nonprofit organizations. The 
largest national effort is conducted through the collegiate network of the National 
Council on Economic Education. About 120,000 elementary and secondary 
teachers, roughly five percent of the nation's teachers, annually participate in its 
programs. 

Research on Teacher Education 

An important research question is whether the number of courses taken by a 
teacher makes a contribution to student understanding of economics. This 
question has been investigated in national TEL studies using different model 
specifications or estimation techniques, and the results consistently show that 
teacher coursework in economics significantly contributes to student learning of 
economics. Compared with courses, findings on the influence of other teacher 
variables on student economics achievement generally shows insignificant or 
inconsistent effects in regression studies, although the number of studies may be 
too limited to draw a firm conclusion about any factor. Among the factors that 
have been studied include noncredit workshops, the number of years since a 
teacher's last economics course, the number of years of full-time teaching 
experience (which may be measuring about the same factor as the number of 
years since the last economics course), the percentage of the teacher's load that 
is economics, and teacher attitudes about economics.8 

If coursework in economics is the only reliable or well-documented way for 
teachers to improve student learning of economics, it may be worthwhile to fmd 
new ways to increase the number of teachers who take economics. This 
objective can be achieved for future teachers by increasing economics require
ments for teacher certification, and by increasing the number of current teachers 
who take inservice courses. It is difficult, however, to attract teachers to 
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inservice credit courses in economics. A national survey found that only about 
a quarter of teachers were interested taking credit courses in economics; 
unfortunately, over half were interested in less effective, noncredit workshops 
(Yankelovich, Skelly and White, 1981). 

V. MATERIALS AND METHODS 

Increasing enrollments in economics courses and the inclusion of economics 
throughout the school curriculum gave publishers, foundations, and other 
organizations the necessary incentives to produce a variety of instructional 
materials to meet the growing needs of the market. Indeed, the preparation of 
new curriculum materials and the use of different teaching strategies are 
dominant themes in economic education work over the past three decades. These 
developments have stimulated research on how effective the materials and 
strategies were with students. 

Economics Textbooks 

The National Task Force concern over materials (Table 7.1, #10) arose in part 
from an analysis of 24 textbooks for high school courses in economics and other 
subjects conducted by a special textbook committee of the American Economic 
Association in 1959-1960 (AEA, 1963). The report concluded that there were 
major deficiencies in social studies textbooks that included problems with 
omission of subject matter, imbalance in content presentation, limited analysis of 
economic issues, and many factual errors. 

A decade later, a rating analysis of 12 high school economics textbooks based 
on similar evaluation methods and criteria as the AEA study found a substantial 
improvement in the quality of textbooks (Townshend-Zellner, 1970). The 
inadequate textbooks were usually frrst published before 1961, while the adequate 
textbooks were frrst published after 1966. The improvement in the latter group 
was attributed to two factors. First, the content and structure of newer college 
textbooks, especially in the area of macroeconomics, served as models for the 
preparation of high school texts. The second, and more critical factor, was 
author and publisher use of the National Task Force report as a guide to content 
and inclusion of more economic analysis in textbooks. 

That influence is still evident in the content coverage of most high school 
economics textbooks in the 1980s as measured against the Framework, the direct 
descendant of the National Task Force report. One 1980s study of 11 high 
schools economics textbooks used the Framework as a guideline to assess 
content coverage and accuracy and gave the textbooks very positive ratings 
(Miller, 1988). Textbooks also received good ratings on other criteria - physical 
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characteristics, organization, features, instructional activities, and supplementary 
materials. In addition, high school textbooks now differ significantly in terms 
of reading or ability level, which is an advantage because it allows the teacher 
to select a textbook that more closely matches the needs of different types of 
students taking high school economics. 

Despite these positive developments, two basic criticisms of textbooks remain. 
First, dissatisfaction with a mainstream approach to economics sometimes 
produces charges that the textbooks are "ideologically biased" or that they 
promote "indoctrination" (Romanish, 1983; Helburn, 1986).9 Helburn, for 
example, views the influence of the Framework on the content and structure of 
economics textbooks as evidence of rigidity: "overwhelmingly, the books 
provide a consensual lens and an officially defined interpretation of reality -
entirely with the accepted neoclassical tradition.... There is no multiplicity of 
perspectives" (p. 28). Second, general problems in high school textbooks are 
associated with economics textbooks. These problems include superficial 
discussion of too many topics, and biased or inadequate coverage of issues 
related to women, blacks, and Hispanics (e.g., Hahn and Blankenship, 1983). 

Although content evaluations of textbooks are common, only recently has the 
effectiveness of high school economics textbooks been subject to any empirical 
research. A regression study of economics textbooks generally found negative 
effects on economics achievement for high school students using business
oriented books, free enterprise texts, and, books written for college undergradu
ates (Walstad and Van Scyoc, 1990). The effects of textbooks deserves further 
study because of the dominant influence of textbooks in social studies instruction 
and in education in general relative to other educational materials or technology. 

Social Studies Textbooks 

The treatment of economics in high school textbooks for history, government, 
geography, and sociology that were published the 1969-1972 period were 
evaluated by two textbook committees (ONeill, 1973; Weidenaar et aI., 1973). 
Both committees found some increased coverage of economics in the textbooks 
from earlier editions, but continuing problems included a lack of economic 
analysis, the absence of economic content in many topics, factual errors and the 
misapplication of economic ideas, and nonsystematic organization of content. 

More recent studies of social studies textbooks have reached similar negative 
conclusions about the quality of the economics content (Main, 1978; Miller and 
Rose, 1983). The most serious problem was the absence of economic analysis 
and ad hoc explanations given in texts for many economic events and issues. 
Numerous examples were found where textbooks developed misconceptions 
about how a market economy operates and about the role of government in an 
economy. 
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Textbooks for United States history, world history, American government, or 
other social studies subjects provide little assistance for improving students' 
understanding of economics. There are no convincing reasons or more recent 
studies to suggest that this textbook situation has changed much in the past 
decade, although the topic merits further study. The poor quality of economics 
content in social studies textbooks places greater demands on a teacher that 
might seek to infuse economics into another subject. The teacher must be more 
knowledgeable and highly skilled to correct many of the misconceptions 
presented in the textbooks. These textbook problems provide a partial 
explanation for why teaching economics in the context of other social studies 
courses is so difficult, and why it often appears to make an insignificant 
contribution to student learning in the research studies at the high school level. 

Other Materials 

The major change in the approach to supplementary materials from the early 
1960s was a shift in emphasis from having economists and educators screen 
educational materials for teachers to having them produce ones that provided 
specific examples for teachers of how economic concepts can be taught. 
Published research on the effectiveness of supplementary print lessons or 
instructional units, however, whether produced by nonprofit organizations or by 
commercial publishers, is virtually non-existent. The reasons have to do with 
problems associated with conducting such a study. Even more so than with 
textbook studies, it is difficult to separate the effects of the supplementary print 
materials from the teacher and other influences on students. 

By contrast, evaluation of the effects of educational programs that use 
technological media has been given more extensive study over the years. This 
interest probably arises because of the size of the resources devoted to a media 
project, wider usage by teachers, and the greater opportunity for researchers to 
identify the program effects. Research studies typically have shown positive 
effects from viewing the programs on achievement in economics and other 
outcomes, such as problem solving skills (Bach and Saunders, 1965; Chizmar et 
a1., 1985). A newer technological application is the use of microcomputer or 
multimedia programs for teaching economics. Many programs are now available, 
but research on their effectiveness is only beginning to receive serious study. 
This newer technology may prove difficult to assess because the scale of the 
instructional intervention is typically smaller than with a television series, which 
makes it harder to isolate hardware or software effects. 

More supplementary materials are available now in a variety of formats than 
in years past, but continuing demands from teachers suggest that more high 
quality materials need to be produced. A survey of high school teachers reported 
that the three major barriers to teaching economics were: (1) lack of student 
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interest; (2) limited preparation time for teaching; (3) lack of supplementary 
materials (Soper and Walstad, 1988). The three perceived barriers can be 
lowered simultaneously when good print, video, or multimedia materials are 
made available to teachers because they directly aid in stimulating student 
interest, and help reduce preparation time for teachers. Teachers with a limited 
background in the subject especially require materials that are relatively self
contained and easy to use with students, which is one of the major reasons that 
video series have proven to be especially popular and effective. These series, 
however, are the most expensive type of supplementary materials to develop, and 
they often outlive their usefulness before a new series or an update is produced. 

VI. ECONOMISTS AND ORGANIZATIONS 

Effective economic education requires the involvement of economists. This 
participation was considered such a vital part of economists' work that the 
National Task Force made it a recommendation (Table 7.1, # 11). The evidence 
indicates that there has been growing participation of economists in economic 
education work, largely through the Committee on Economic Education of the 
American Economic Association (AEA) and the National Council on Economic 
Education. 

AEA Committee on Economic Education 

The history of professional interest in economic education in the United States 
is a long one that begins with the founding of the AEA in 1885 and continues 
to the present (Hinshaw and Siegfried, 1991). Most of the pre-college activity 
by the AEA was conducted either through its Committee on Economic 
Education, or indirectly through its influence on the National Task Force. 

The flurry of professional activity by the AEA and the active involvement of 
prominent economists in pre-college economic education from 1959 to 1963 has 
never been matched in later periods. The work of the AEA Committee on 
Economic Education from 1964-1986 shifted from the pre-college level and 
focused primarily on college instruction. The reasons for the shift were 
understandable given the previous emphasis on the pre-college level. The change 
also was the result of the specialization that occurred in the delivery of 
economists' services to the schools as National Council affiliated with the AEA 
and assumed more responsibility for pre-college economic education after the 
mid-1960s. Nevertheless, there remains the persistent ~riticism that individual 
economists and the economics profession should be doing more to improve 
economics instruction in the schools. 
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National Council on Economic Education 

The National Council (fonnerly the Joint Council) was established in 1949 by 
the CED as a non-profit and non-partisan educational organization to promote 
economic education in the nation's schools. To achieve its goal, the National 
Council created a decentralized network to involve many college and university 
economists in work with the schools. The network structure is a confederation 
of 50 state councils and 275 college and university centers that are affiliated with 
the National Council. The state councils opemte in a similar way to the National 
Council, as separate nonprofit and nonpartisan organizations that raise fimds and 
manage programs in economic education in a state. The fimding supports 
educational activities that are conducted by the centers, especially credit courses 
in economics for teachers, and also the development of instructional materials. 
The directors of the ceAters and councils are typically professional economists 
or educators who serve on the faculty at the associated college or university. 

A major project of the National Council and its network was the Developmen
tal Economic Education Progmm (DEEP), begun in 1964 in response to the 
National Task Force report. DEEP was aflexible approach to curriculum refonn 
in which state councils and local centers worked in partnership with school 
districts to achieve the integmtion of economics instruction throughout the school 
curriculum. Research on the effectiveness of DEEP was conducted continuously 
since the progmm's inception. One comprehensive review concluded that DEEP 
is a "promising and potentially powerful process" to improve the economics 
curriculum when there is: (1) a commitment to economics instruction by school 
administrators; (2) good teacher training in economics; (3) quality instructional 
materials; and, (4) sufficient time in the school day for teaching economics 
(Watts, 1991). In 1992, the DEEP title was replaced with "EconomicsAmerica" 
to describe this flexible approach to curriculum refonn. 

Other Organizations 

Interest in economic education is shown by other organizations, but none of 
these organizations has as comprehensive progmm for the schools, or receive the 
support from as many economists in academia and other fields as the National 
Council. In most cases, the organizations simply produce materials designed to 
supplement instruction on a particular topic, but make no specific demands for 
the use of those materials in the classroom (Fedem1 Reserve System, 1992). 

In a few cases, organizations have developed and sponsored curriculum 
projects in economics for the schools. For example, Junior Achievement (JA) 
developed a business-oriented course called Applied Economics that is widely 
used in high schools. The appeal of this course stems from three major factors. 
First, schools save money because student textbooks and a microcomputer are 
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provided essentially at no cost. Second, the program emphasizes an "applied" 
approach to economics that features a student company simulation and weekly 
classroom presentations by a local business executive. Third, salary incentives 
for local JA directors are often based on how many students are enrolled in JA 
programs. Published research on the effects of Applied Economics in referred, 
scholarly journals is lacking despite its influence on economics curricula of 
schools and the potential for advocacy of business views. 

VII. CONCLUSION 

The available evidence shows substantial improvement in the conditions of 
pre-college economic education in the United States since 1961: 

• More high school students are taking an economics course. 

• More schools are teaching economics in related courses and 
throughout the school curriculum. 

• State and national testing programs are devoting more attention to 
testing economics knowledge and understanding. 

• The teaching of economics and economics textbooks are more 
analytical and less descriptive. 

• Economics instruction often covers basic economic concepts that 
has broad support among economists. 

• Teachers are showing greater preparation in economics by taking 
credit courses and by attending non-credit programs. 

• An array of quality textbooks and supplementary materials have 
been produced by commercial and non-profit publishers. 

• A national network of college and university economists and 
educators has been established to provide teacher education in 
economics and curriculum development assistance to the schools. 

• Research studies have provided new insights into how to increase 
student understanding of economics. 

These developments and related activity illustrate the visible progress which has 
been made. 
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Further effort will be required to fulfill the recommendations of the National 
Task Force. The most critical gap is in the number of students who take 
economics in high school. Transcript data indicate that about 44 percent of high 
school graduates took a well-defmed high school course in economics in 1990. 
An analysis of state mandate legislation suggests that about 45 percent of high 
school graduates were affected by required economics courses, although the 
quality and focus of the economics in mandated courses Val)'. By either count, 
economics is not yet a universal subject in the education of American high 
school students. 

Future trends for enrollments in economics courses are uncertain, but are most 
likely to remain constant or to decrease. No new state requirements for 
economics instruction have been passed or are being proposed that would boost 
enrollments. Pressure for more required classroom time for such subjects as 
history and geography is being exerted by professional groups, and these subjects 
are given more emphasis than economics in calls for national education reforms. 
Other social studies subjects also compete with economics for space in the school 
curriculum and for the attention of students when economics is offered on an 
elective basis. If enrollments in a separate economics course should decline, then 
more reliance is placed on the "infusion" approach as the only viable option for 
teaching economics in the nation's schools. Research fmdings raise doubts about 
the effectiveness of the infusion strategy in practice, which appears to work well 
only under the best of conditions: when there are good instructional materials, 
teachers trained in economics, and adequate classroom time for teaching 
economic content. 

Another major concern is with teacher education in economics in colleges and 
universities. Studies show that an increase in the number of college credit-hours 
in economics taken by teachers has a significant positive effect on student 
achievement in economics. Greater economic understanding also makes it easier 
for teachers to infuse economics in instruction in other subjects. Prospective 
social studies teachers, however, take little economics in their undergraduate 
training, and therefore most have a poor understanding of the subject, even 
though they can be certified to teach high school economics. This situation is 
unlikely to change as long as economics is viewed as a minor high school 
subject. New social studies teachers take most of their coursework in history, 
largely because that is the subject they are most likely to teach when they begin 
their career. When more high schools begin requiring students to take 
economics, then more teachers will have an incentive to prepare for that teaching 
responsibility by taking more college courses in economics. Although in-service 
education in economics for current teachers has been used successfully to 
overcome past deficiencies in economics coursework, it does not reach all 
teachers and may be insufficient to correct many problems. 

Research on economic education in high schools deserves more attention, as 
has been suggested throughout this chapter. There are at least five topics for 
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study that focus on different aspects of instruction: (1 ) more states are 
mandating economics courses for high school graduation; yet little is known 
about the influence of mandates on economics achievement or other variables; 
(2) infusion, which in many schools is the only way economics is taught, needs 
to be given more scrutiny in both longitudinal and cross-sectional studies to 
assess the full value of this approach; (3) the introduction of advanced placement 
and other programs sponsored by outside organizations has unknown effects on 
students and the curriculum; (4) teacher characteristics, besides the amount of 
economics coursework, are worthy of more investigation to discover whether 
other teacher qualities influence the economics learning of students; and, (5) 
textbooks, or new materials and educational technology, should be evaluated for 
their contribution to economic understanding. The number of potential areas for 
research is extensive because only in the 1980s has economic education in 
American high schools received much empirical study. This research work 
would also benefit from the development of alternative measures of student 
outcomes. 

A call for public support for economic education was the final recommenda
tion of the National Task Force. The record since the early 1960s shows that 
many economists, educators, and organizations helped get more economics 
instruction included in the high school curriculum. That support is still needed 
because economics is not a universal subject in student's education in the u.s. 
and there are continual pressures to make room in the curriculum for subjects 
other than economics. 

NOTES 

I. This chapter is a revision and update of Walstad (1992). 
2. The data in Tables 7.2 and Table 7.3 both show that the percentage of students 

receiving economics instruction increased in recent years, but there are differences in 
calculations that explain the differences in the estimates. The data in Table 7.2 shows the 
percentage of all high school graduates that take a separate economics course, either as 
an elective, as a school district requirement, or as a state requirement, when the course 
title on the transcript can be classified as economics. Data in Table 7.3 shows only the 
percentage of public high school graduates that took some type of economics course to 
meet a state requirement, but it does not include students taking economics as an elective 
or as a school district requirement. The content and focus, however, of these mandate 
courses can vary from "pure" economics to consumer economics to business, and therefore 
some state mandated courses are not be classified as economics courses under a transcript 
definition. Data in Table 7.2 probably offers the most realistic and precise estimate of the 
percentage of American high school graduates who have taken an economics course. 

3. For details of this study, see Walstad and Soper, 1988. For examples of other 
studies, see Rhine (1989) or Becker and Walstad (1990). 
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4. Research on infusion is still incomplete. Cross-sectional studies of economics 
achievement in high school comses may be ill-suited for measuring the full value of 
infusion, especially its effects on economic knowledge gained in lower grades. 
Longitudinal studies may hold more promise in these cases (Buckles and Freeman, 1984). 

5. For a discussion of whether this level of perfonnance should be considered as 
failing, see Chapter 6 and Walstad (1990). For research on the lasting effects of a high 
school economics course, see Chapters 6 and 9. 

6. A history of pre-college economic education as reflected in the Framework is 
discussed by Sumansky (1986). In 1993, the second edition of the Framework underwent 
a minor revision to reflect a name change from the Joint Council to the National Council 
on Economic Education and the adoption of an EconomicsAmerica theme. Also see 
Chapter 2. 

7. One editorial, "Statism for Sophomores," accused the report of being insufficiently 
critical of Conununist economies, apologetic of private enterprise, and concluded that the 
report is a "plea for preserving the sort of instruction that is calculated to rear a generation 
deeply distrustful of economic freedom" (WSJ, 1961, p. 18). 

8. Different studies showing the positive effects of teacher coursework include: 
Walstad and Soper, 1988; Becker and Walstad, 1989; Lynch, 1990; and Bosshardt and 
Watts, 1990. For research studies on other teacher factors, see Walstad (1992). 

9. For a response to the charge of ideological bias, see Walstad and Watts (1984) or 
Watts (l987b). 
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CHAPTER 8 

ECONOMIC UNDERSTANDING 

IN THE UNITED KINGDOM 

David J. Whitehead 

Economics was introduced into the school curriculwn in the 1950s, and by the 
next decade was growing fast in popularity, especially in the fmal two years of 
schooling prior to university entrance. Since that time, it has been nonnal for 
potential university students to study only three subjects between the ages of 16 
and 18, to a greater depth than elsewhere in the world. Consequently, the school 
economics curriculwn resembled a slightly diluted fIrSt year university course, 
and only recently have real attempts been made to render the syllabus more 
appropriate for the majority of students who do not proceed to further study of 
the subject in higher education. Though economics became increasingly popular 
in the 1960s, it was not until 1972 that it became possible to train as an 
economics teacher, when the Department of Economic Education was established 
at the London University Institute of Education. 

This overview of the development of economic education in the United 
Kingdom summarizes a plethora of articles and wide-ranging analysis. An 
eclectic synopsis of the debate about the justification for including economics in 
the curriculwn is complemented by a brief analysis of the sometimes tendentious 
argwnents used by economists. Next follows a descriptive section on how the 
economics curriculwn is delivered in British schools. After an exposition of 
what is taught in economics syllabuses, there follows a resume of how it is 
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taught, and what resources are available to teachers. Final sections focus on how 
teachers of economics and cognate subjects are trained, and on the nature of 
assessment of economic understanding. 

I. WHY TEACH ECONOMICS? 

What are the views of academic economists concerning the teaching of their 
subject in schools? When economics was first introduced into the school 
curriculum in the U.K. in the 1950s, it encountered resistance from some 
professional economists, amongst whom the most distinguished was Lord 
Robbins. He took the view that scarce school time should be allocated in more 
valuable ways, and that in any case, economics was too difficult a subject for 
school students. Any superficial understanding they gained at school would have 
to be "untaught" when they got to university. This view is now only held by a 
few die-hards, and most instructors on introductory university courses are no 
longer surprised by how well students who have already taken economics at 
school have been taught. 

Economists justify the inclusion of their subject in the school curriculum on 
several grounds. The first may be characterized as the "good citizen" argument 
(Whitehead, 1977, pp. 45-67). If citizens are to play an effective part in decision 
making in their society, they need to be able to understand the issues which rival 
political parties debate. Lawton would argue that education may be seen as a set 
of rights, and that if economic education is excluded from the curriculum, then 
we are denying young people the right to understand and make informed 
judgments about this field of human experience (Lawton, 1981, pp. 55-56). 

Secondly, economists argue that students should be exposed to economics 
because it is a unique social science. Educational philosophers like Hirst argue 
that there are discrete forms of knowledge, each of which require the develop
ment of creative imagination, judgment, critical thinking, communication skills 
and so forth, in unique ways (Hirst, 1974, pp. 30-53). Each form has its own 
particular concepts, a distinctive logical structure arising from a unique 
conceptual framework within which experience can be understood, its own tests 
against experience in accordance with particular criteria which are peculiar to that 
form, and its own distinctive methodology. It could be argued that the social 
sciences constitute one discrete form of knowledge, and that economics should 
be taught as an exemplar within this area. 

Additionally, economics enables students to see how models are built in social 
sciences, how theories are derived and tested, and provides them with an 
example of a school subject that is not just a set of self-evident truths to be 
learned. It is a living, controversial subject. Students are often unfamiliar with 
such characteristics, and fmd it difficult to come to terms with them. This 
reinforces the importance of teaching such a subject. 
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Related to this is the question of values. The ability to distinguish between 
facts and values is important in all the social sciences, and the study of 
economics provides a medium for such discrimination to be practiced (White
head, 1985, pp. 72-92). 

It is also maintained that economics is a discipline which imparts useful 
intellectual training. Students studying economics should develop a capacity for 
reasoning and for logical expression of ideas based on a study of the relevant 
data. 

Finally, economics and cognate subjects are thought to be of vocational value. 
Economics is seen as self-evidently useful for students going into business. This 
will of course only be the case if syllabuses reflect the kinds of skills and 
knowledge which business enterprises require. However, it is preferable to 
consider economics as an element of a liberal education, not because it is useful, 
but because it is an important and distinctive mode of understanding. It should 
be defended against the encroachment of a short-sighted vocationalism, which is 
incorrectly considered more appropriate for the development of entrepreneurial 
dynamism. In fact, a liberal education makes it easier to deal with present 
problems, because it encourages the imagination to look beyond them. 

Liberally educated people are able to take the long view, so they may be more 
flexible and inventive: qualities we are seeking to develop in our fledgling 
entrepreneurs, in order to obtain a "grosser national product." Students should 
be empowered to make their own judgments about their economic system, based 
upon sound political and economic literacy, some knowledge of the world of 
work, and a clear understanding and articulation of their own viewpoint resulting 
from the liberal aspects of their education. 

II. THE ECONOMICS CURRICULUM IN BRITISH SCHOOLS 

Economics has been taught to 16- to IS-year-old students for the last thirty 
years, and it is now the third most popular subject studied at this level, after 
English and mathematics. The Advanced Level examination is taken by all 
students who seek to proceed to higher education studies. In order to gain entry 
to university, it is necessary typically to gain sufficiently high grades in three 
subjects. For example, economics students at school may also be studying 
history and geography. If they wish to read economics at university, they may 
need to obtain the grades B, B and C in the three subjects to satisfy the entry 
requirements of their first choice university. Each of the three subjects studied 
occupies about five hours of timetabled lessons each week, over the two year 
period of grades 12 and 13. The curriculum studied by such Advanced Level 
students is explained in the next section. 

In 1991, there were 43,160 entries for economics at Advanced Level. This 
compared with, for example, 49,126 entries for English literature, 41,744 for 
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history, and 73,472 for mathematics. In the last two years, there has been a slight 
decline in the number of economics students, which has been compensated by 
a very fast growth in the number of students choosing business studies. The two 
subjects are seen as complementary rather than competitive, and their growth has 
generally been at the expense of other subjects and among students who now 
stay on for grades 12 and 13 at school who previously would have left at the age 
of 16. Both subjects taken together represent the most popular option among 16-
to 18-year-olds still at school. Approximately 25 percent of the school 
population in grades 12 through 13 are studying economics and/or business 
education. 

It is also possible for students to take an Advanced Supplementary Level 
examination in economics, which represents about a half of the full Advanced 
Level syllabus, taught over two years. Entries for this examination totalled 1,306 
in 1991. 

Economics is not included as a discrete subject in the National Curriculum 
(which covers grades 1 through 11), but it features as an optional subject in 
grades 10 and 11. Students aged 16 take the General Certificate of Secondary 
Education, which is assessed by individual subject examinations. So a typical 
student might take eight subjects, the required statutory minimum of English, 
mathematics, technology, science, geography or history, art or music, and a 
modem language, and an optional subject, of which economics might be one. 

In 1992, almost 20,000 students took GCSE economics. In addition, over 
97,000 took GCSE business studies. Taking into account other related 
syllabuses, there were about 177,000 entries for economics and similar subjects 
in 1992, which constituted approximately 28 percent of the year 11 school 
population taking GCSE examinations that year. On the whole, the growth of 
business studies has been at the expense of other optional subjects rather than 
being chosen instead of economics. The GCSE economics course is typically 
taught over two years with four or five lessons per week. Because neither 
economics nor business education are required by the National Curriculum, it is 
likely that some decline in the number of students studying these subjects will 
take place in the future. This is despite the fact that their popularity amongst 
students is high and increasing. 

Students also all have an entitlement to aspects of economics and business 
education within the National Curriculum, taught either through the subject 
technology or as a cross-curricular theme called "economic and industrial 
understanding. " The intention of this requirement is that teachers of other 
subjects should introduce the economic and business elements, dimensions or 
perspectives of their subjects where appropriate. Exposure to these contributions 
could be in grades 7 through 11. However, skepticism prevails about the value 
of such options as a means of furthering economic education, similar to that 
voiced in the U.S. (Walstad, 1992, pp. 2019-2051, Walstad and Soper, 1989, pp. 
35-36). There, economics is often taught through the infusion approach. This 
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makes life simpler for timetable compilers. who have to juggle with one less 
variable when devising the school curriculum. While providing a taste for 
prospective serious students of the subject, it also ensures that economics features 
(if only slightly) as an integral part of the education of all students. 

However, research fmdings highlight the need for a more realistic view of the 
infusion approach to teaching economics. Teachers of other subjects may lack 
the knowledge to infuse relevant economic concepts, or be disinclined to do so. 
Resources to aid teachers to incorporate economics into other subjects may be 
inadequate. Little knowledge is gained when students learn economics through 
social studies or consumer economics courses. Overall, evidence on the infusion! 
single subject approaches to economics instruction confIrms the value of a formal 
course in economics as a means of improving economic understanding. 

III. WHAT ECONOMICS IS TAUGHT IN THE U.K.? 

The economics curriculum for students aged 16 to 18 conforms closely to the 
principles of economics course. (See Appendix 8.1 for an example of a typical 
syllabus.) Syllabuses are set by examination boards for Advanced Level 
students, who take the examination at the end of their school career, around the 
age of 18. 

What are the main changes affecting these syllabuses? First, the main problem 
with the curriculum for 16- to 18-year-olds is that syllabuses have become 
overloaded. When syllabus committees meet to decide on changes, it is much 
easier to reach agreement on which new topic to include than it is on what to 
omit. Thus syllabuses always get longer, and teachers can only just cover all the 
topics in the time available. A major disadvantage resulting from this situation 
is that students have insufficient practice at reinforcing their understanding of the 
fundamental concepts, by the use of case studies or other applied material, 
because of the need to "get through the syllabus." So they end up with a 
smattering of knowledge of a very wide range of theories, concepts and issues, 
but with only a superfIcial appreciation of all of them. 

The main changes that have been advocated concern the inclusion of topics 
such as the economics of developing countries and the European Community, 
and the radical reappraisal of the value of teaching some of the neoclassical 
theory of the finn to this age group. Some European countries. such as France 
and Denmark, already devote much more space to the problems of the Third 
World in their school economics textbooks than does the U.K 

Other proposed changes include a reduced emphasis on the theory of marginal 
productivity. national income accounting, the components of aggregate demand 
and the minutiae of the monetary system. It is also suggested that there should 
be more discussion of market failure, welfare issues, and current policy issues. 
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One new course places the emphasis upon investigation and presentation (the 
Ridgeway Project). Students have to undertake an industry study, and examine 
a real problem currently facing a local finn. Students must analyze the problem, 
using the skills and concepts of the economist, and must suggest coherent 
solutions, using their communication skills. They need to convince their teacher 
that they have simulated the role of an economic consultant in their handling of 
the assignment. 

Another new course adopts a CorelModules approach, and embraces both 
economics and business studies (the Wessex Scheme). In the first year, students 
investigate the unique approaches of both subjects. In the second year, they 
proceed to specialize on one or other of the subjects. The common core consists 
offour elements: Foundation; Income, Wealth and Expenditure; People, Markets 
and Power; and Change - the impact of change on business and the economy. 
The elective modules include: a new business proposal; multi-national compa
nies; the economiclbusiness system of another country; costlbeneflt analysis; law 
and the environment; development economics; accounting for business; and a 
local industrial study. The modules are taught by means of supported self-study 
packages with a strong emphasis on investigation and presentation (Whitehead 
and Dyer, 1991). 

More radical teachers argue that economics does not help us to understand, let 
alone solve, nuYor current problems. The restriction of syllabuses to the neo
classical paradigm deprives students of alternative insights, which would better 
help them understand societal problems. Such dissenters argue that it is 
important for students to know that there is disagreement about the causes of 
persistent economic problems, and that much economic theory is highly 
controversial. These criticisms seem to have been rather muted since the 
collapse of Marxist regimes in Eastern Europe! 

In the future, all syllabuses for 16- to 18-year-olds will have to incorporate 
core skills. These are: to develop communication, problem solving and personal 
skills and, in appropriate subjects: numeracy, IT skills and a foreign language. 
It is likely that economics will provide an appropriate vehicle for the conveying 
of all these skills. 

Students between the ages of 14 and 16 study for the General Certificate of 
Secondary Education. The optional subject economics has syllabuses set by 
examination boards, for which schools enter their candidates. These syllabuses 
have been undergoing radical reappraisal in recent years. The main changes have 
been to encourage a more activity-based approach, and to incorporate work on 
assignments or coursework into the final examination. Teachers have become 
more concerned to impart higher order skills, such as the application of their 
understanding to interpret and analyze data, and the ability to distinguish between 
facts and values. Students are also taught to evaluate evidence before reaching 
a conclusion. 
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A fInal syllabus innovation is the International Baccalaureate (Bates, 1989). 
Today, about 500 schools offer the m. Its economics curriculwn has already 
gone some way to meet the criticisms of the content of economics courses 
mentioned earlier. Microeconomic theory is reduced to its basics, and topics 
such as development issues and comparative economics are stressed. More 
emphasis is placed on the international economy and the problems of less 
developed countries. Treatment of capitalism is not confmed to conventional 
models of the sole trader, partnerships and limited companies, but also ranges 
over peasant C<K>peratives, communal fanns, parastata1 organizations and foreign
owned multinationals. 

IV. HOW IS ECONOMICS TAUGHT? 

It would be wrong to give the impression that pedagogic practices in the u.K. 
are wildly at variance with those practiced in the rest of Western Europe, or 
indeed in the rest of the world. Probably the majority of classroom time is still 
used for conventional teaching and note taking, but it would be true to say that 
several teaching innovations have been taken up quite avidly by teachers of 
economics in the UK The frrst of several less didactic techniques introduced 
was the use of case studies. These are now widely employed, either in the form 
of lengthy business school cases, or as short excerpts of stimulus material which 
can be used to illustrate a principle or provide an application of a piece of 
analysis. Examiners cast a long shadow, and such techniques were included by 
teachers with rather more alacrity when they became part of the examination. 

The same is not yet true of role plays and simulations, though teachers have 
been quite keen to use such activities occasionally, especially now that many 
more are readily available from publishers. There are collections of assignments, 
role play exercises and simulations, often published in ringbinder format for ease 
of photocopying. The collection Trade-Offs: Simulations and Role Plays for 
Economics (Whitehead, 1988) is an example of this new breed of publication. 
The latest handbook, New Developments in Economics and Business Education, 
provides an annotated list of some 85 role plays and simulations, together with 
the sources from which they may be obtained, for use in teaching economics at 
all levels (Whitehead and Dyer, 1991). 

In the 1970s, several television series were produced, both by the BBC and the 
independent companies, aimed at students of economics. Current affairs 
programs are also videotaped and used in the classroom. These have continued 
to proliferate in the '80s and '90s, and teachers have at their disposal a panoply 
of well produced audio-visual material. However, the teacher is now even more 
indispensable, in interpreting the analysis put forward by the program presenters. 
Television was once thought likely to become the panacea for a range of 
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educational ills; we now know that this was optimistic. It plays its part more 
humbly, but still has an important role. 

So does that great hope of the I 980s: computer aided learning. The first 
generation of teaching programs were for use on mainframe computers, and they 
were never used widely. The second generation of software was produced for 
microcomputers, but much of it was pedestrian and had few advantages over 
conventional exposition. The third generation is much more sophisticated, and 
makes better use of the computer's processing facilities. 

Computer aided instruction appears to have a comparative advantage in two 
main spheres: simulations and data bases. Some of the latest programs have 
certainly capitalized on these strengths, in particular, Eureeo/Seeos (Statistics, 
1992)' and Running the British Economy (Longman, 1992).2 

Seeos is a package which includes all the main data analysis functions. It is 
simple for either teachers or students to create their own data sets, for example 
on local or regional trends. Data are stored in tables which are accessible 
through a simple tree structure. All the tables may be modified, and calculations 
are performed on lines, columns or whole tables. The program includes: sort, 
time lag, indices, growth rate, proportions, averages, correlation, standard 
deviation and line of best fit. Eureeo runs under Seeos. It is a data base made 
available by Eurostat, and contains statistics for all 12 EC countries, plus the 
U.S. and Japan, on population, employment, national accounts, principal 
aggregates, money and finance, foreign trade by zone and product, balance of 
payments, energy and public finance. 

Running the British Economy is by far the most frequently used of all simula
tions. It requires students to run the economy (which is not necessarily that of 
the UK) for up to ten years, deciding annually on government expenditure, tax 
rates and the money supply. The simulation has a "practice" and "real" version, 
the latter incorporating exogenous shocks which disrupt players' strategies. The 
government has a welfare function, and the object is to maximize the welfare 
points gained over the ten years. 

The latest version has many new features, which mirror the preoccupations of 
economic policy-makers: supply side effects, the problem of uncontrollable 
imports, the importance of capital flows, and the exchange rate. Alternative 
welfare functions may be chosen, depending on the criteria the teacher wishes 
to invoke. Many schools take part in an annual nationwide competition, entering 
teams of students to see who is most successful in running this model economy. 

Software programs are also available which are virtually a self-teaching 
module, in that they incorporate a programmed learning approach, together with 
self-assessment questions. The latest Handbook for Economics Teachers 
provides a consumers' guide to the best available software, so that teachers' 
exiguous budgets are optimally allocated. 

The principal resource used by teachers and students is still the textbook. It 
is increasingly difficult for teachers to choose what to use from the wealth of 
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exciting resources on offer, always assuming that they have a budget which 
enables them to make the choices they want! Textbooks are now full of 
attractive design features, and the layout includes diagrams, graphs, figures, 
tables, photographs, cartoons and other stimulating material. Many textbooks 
also include exercises, assignments or other work for students to do. Alternative
ly, they are accompanied by a workbook which includes such matter, and are 
regularly updated. 

There are several series of topic books, which cover a subject such as money 
and banking in more depth than a conventional textbook, and are usually more 
up-to-date. Books of case studies, data response and multiple choice questions 
abound. Also, magazines are published for students of economics, which keep 
them informed of current developments, and which often include articles by 
Chief Examiners suggesting how to respond to past questions set in the 
examination. This is obviously also of great value to teachers, who obtain a 
more accurate idea of what examiners are looking for. 

Since 1979, three Handbooks have been written by practicing economics 
teachers. They are full of innovative ideas about stimulating ways of teaching 
particular topics to different age groups, and have fostered the growth of more 
heuristic methods in economic education (Whitehead, 1986). 

Enterprising teachers also take their students on visits or field trips, for 
example, to the City of London or to industrial areas such as the North East of 
England. They also ask visiting speakers to address their students, for example, 
bankers, industrialists, trade union officials or stockbrokers. 

Increasingly, conferences are organized for students. Some are one day 
courses, where students are exposed to some of the leading figures in their field, 
and are provided with authoritative statements of current thinking on particular 
areas of the syllabus. Other courses last for up to a week, often during vacation 
time, and provide either a refresher or a revision course for students who want 
to get into top gear just before the examination. 

Committed teachers belong to the Economics and Business Education Associa
tion, which comprises some 3000 teachers of these subjects (Economics 
Association).3 A quarterly journal keeps them up to date with the latest 
developments in their field, and provides reviews of books and other resources. 
Annual conferences and local branch activities provide opportunities for teachers 
to discuss issues of common concern, and share their professional expertise. 

Further professional support is provided by links with other European 
countries. In 1976, the first in a series of biennial conferences was held at 
Antwerp University. Regular conferences were subsequently held in Dublin, 
Milan, GOttingen, Manchester, Lyon, Aarhus, The Hague and KOnigswinter. 

Many publications of proceedings have resulted, for example, on Economics 
Education in EW'ope: 1992 and the Developing World, on Computers and 
Economics Education in EW'ope, and on Economics Teacher Training in EEC 
Countries (Economia, 1993).4 
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In 1990, at the conference at The Hague, it was decided to set up the Associa
tion of European Economics Education. The AEEE publishes a journal: 
Economia, which focusses on issues of concern to teachers of economics 
throughout Europe, including Eastern Europe. Members of the AEEE are 
interested in the teaching of economics, whether at elementary, secondary or 
college level. They work in schools, colleges, polytechnics and universities, 
professional institutions and in educational administration. 

V. HOW ARE TEACHERS TRAINED TO TEACH THESE SUBJECTS? 

There are approximately 9,000 schoolteachers of economics in the UK 
Typically, they teach 35 lessons per week out of a 40 lesson timetable. Most of 
their teaching is to the 16-18 age group, with some classes of 13- to 16-year
olds. Most economics teachers have majored in economics at university, and 
have a teaching diploma (postgraduate Certificate of Education). Currently no 
nationally agreed curriculum for teacher training in economics exists, though the 
government has recently introduced a requirement that beginning teachers should 
have a range of competencies as a result of their training. 

Seneca wrote "Homines dum docent discunt" (even while they teach, men 
learn). Teacher training programs are informed by that thought. In other words, 
the aim is to put student teachers into the position where they are simulating the 
role of a teacher trainer. They need to role play the supervisor, and imagine 
what advice they would give if they saw someone else performing as they were. 

Trainee teachers often aver that they never really fully understood their subject 
until they taught it. If this is true, then if they want their students to learn the 
subject, they too should be put in a position where they have to teach it. This 
obviously has implications for teaching and learning strategies in the classroom. 
Novitiates are asked to take on the role of their professors so that they may 
develop powers of self-criticism rather than rely on external prompting for advice 
on how to change their behavior. 

Normally, student teachers have studied for a degree in economics or a 
cognate subject. Applicants for training courses are accepted if they are 
enthusiastic about their subject, intelligent, sensitive and open, and have good 
organizing capacity. Teacher training courses last for one academic year. 
Students spend some 16 weeks on teaching practice during the year. The 
curriculum and methods (pedagogy) course takes place when they are pursuing 
their educational studies at college, and typically comprises the following 
elements. They gain some understanding of how students learn, the relative 
efficacy of alternative teachinwlearning strategies, how practice derives from 
educational theory, and how critical insights may be used creatively for 
professional self-development. 
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The environment and learning activities at college simulate those which are 
recommended for school classrooms. Teacher trainers' philosophy is encapsu
lated in Isaac Stern's dictum: a good teacher is someone who shows you how 
to learn. 

By the end of their course, students are able to devise case studies, run role 
play exercises and simulations, and manipulate audio-visual resources. They 
know how to brainstonn. They have reviewed most of the available resources, 
and are competent to prescribe the most suitable texts for particular groups of 
students. They know about programmed learning, computer software, and 
alternative assessment strategies. They have considered the appropriateness of 
taking classes to neighboring factories, offices, shops and other organizations, 
preceded by audiotape-recorded or video-taped interviews with management or 
shop floor personnel. They keep abreast of their subject by regular perusal of 
their professional journal Economics, and by attending in-service courses run by 
the Economics and Business Education Association, by University Departments 
of Education or by their local school district. 

VI. ASSESSMENT IN ECONOMIC EDUCATION 

Almost all public examinations in Britain are set, marked and moderated by 
examination boards: independent agencies operating in an oligopolistic market. 
Examiners who grade scripts are appointed by the boards, and are completely 
independent of the schools. Samples of scripts are second marked by the Chief 
Examiner for the subject, and all the work is externally moderated by a 
distinguished outsider. Thus high standards are assured and maintained. 

In 1992, of the 19,787 candidates aged 16 who took the GCSE Economics 
examination, the percentage grade distribution was: 

ABC D E 
12 19 24 18 13 

F G 
8 4 

The results in 1992 for the 40,222 Advanced Level Economics candidates were 
as follows (percentages): 

ABC DEN 
12 15 15 16 16 11 

Unclassified 
14 

Syllabuses exhibit some degree of product differentiation, both in tenns of 
content and modes of examination, and schools may choose the examination 
board for whose examinations they wish to enter their students. Teachers have 
always attempted to do the best for their students by trying to guess what the 
examiners would ask. Twenty-five years ago, the only method used was the 
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essay examination, and it became quite easy for an experienced teacher to predict 
likely questions. So one way of viewing recent developments in examination 
techniques is as an attempt to prevent teachers from helping their students by 
accurately predicting the questions. The various modes which have been 
introduced include the multiple choice test, data response items, short answer 
questions, case studies, project and field work, and oral assessment. 

Another reason for including a variety of modes in the examination battery is 
to obtain a more well rounded picture of the attributes of examinees. For 
example, they may be fluent essay writers, but cannot mask their ignorance of 
some basic concepts when answering multiple choice questions. With data 
response questions, often an excerpt is taken from a newspaper report, and 
students have to divine the scope for applying their armory of economic 
principles when the economics extract is disguised in normal English, rather than 
in patently economics jargon. 

Lack of space precludes discussion of the merits and demerits of all the 
different modes of assessment employed in the UK (Walstad, 1991, pp. 61-70). 
The main advantage of the more recently introduced methods is that they affect 
learning activities. Instead of an unbroken torrent of words from the teacher, 
often dictated from his notes to those of the student without passing through the 
minds of either, teachers are now prepared to examine cases during lessons, are 
willing to ask their students to discuss data response questions in small groups, 
and encourage them to explore their economic environment in order to 
investigate a problem for some course work or a project. They also attempt to 
develop students' skills in expressing themselves coherently on economics issues, 
when they are assessed orally in the examination. 

Regardless of the validity of the particular method of examination, it is likely 
that the feedback effect on classroom activities has been beneficial, taking a 
broader view of the goals of education. 

There is now a range of standardized objective tests in Economics, which have 
been published in the U.S. These tests are available for primary students through 
to university majors, but the most frequently employed test is that for 17- or 18-
year-olds, who have reached university matriculation stage. 

In 1989, the Test of Economic Literacy (TEL) (Whitehead and HaIi1, 1989, 
1990, 1991) was modified for use in the UK, and norming data were obtained 
for it. (The Test of Economic Knowledge, for grade 8/9 students, was standard
ized for the UK in 1993). One hundred sixty-two schools collaborated in the 
standardization exercise. To facilitate international comparisons, attempts were 
made to match the American sample as closely as possible. For example, 
students of the same age were chosen to participate in the trials. Also, the 
sample was divided into groups "with" and "without" Economics. The U.S. 
sample was divided into male and female respondents, and it was also possible 
to categorize the UK sample in this way. 
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However, in several respects the American sample could not be replicated. 
One problem is that a much higher proportion of American than British students 
stay on at school beyond the age of 16. On the whole, the attrition of British 
students post-16 consists of those of average and below-average intelligence. 
Certainly those who are studying Advanced Level subjects at 11 th and 12th grade 
are considerably above average in intelligence. In contrast, the American school 
samples contained an ability distribution more closely resembling the normal. 

The American tests also asked about students' ethnic and socio-economic 
background. The former would be an inadmissible question for several school 
districts in Britain, and the latter was not considered likely to have any valid 
meaning in the context of quite heterogeneous British schools. 

The American study distinguished between four types of course taken by 
students: economics, consumer economics, social studies, and none of these. In 
order to establish a clear-cut distinction between those who were studying 
Economics and those who were not, it was decided to include in the "with 
Economics" group only those studying 1 11 12th grade Advanced Level Econom
ics. 

The test was considered by some teachers to be rather more elementary than 
the level expected of 12th grade Economics students in their external examina
tion. Another problem in making international comparisons is that British 
students of Economics at 18+ are taught to a higher level than probably 
anywhere else in the world (the top 25 percent of the ability range taught for 3 
to 4 hours per week for two years). 

The total number of respondents in the UK. sampling frame for the standard
ization of 1EL Form A compared favorably with the US. sample (7,549 
compared with 4,235). While 75 percent of US. students had studied economics, 
the standardization of the 1EL in the UK. emphasized the importance of the 
control group, and so the "with economics" group represented only 57 percent 
of the total sample. 

The US. overall mean was reported as 22.06; the corresponding UK. mean 
was 30.09. In other words, the UK sample scored on average 8 more correct 
responses than the US. sample. The US. mean for those "with economics" was 
21.26 for Grade 11 and 24.04 for Grade 12. These figures compare with 31.84 
for 11th grade British students, and 36.87 for 12th grade British students. So 
British students performed substantially better at both levels than did American 
students. As stated above, this may be partly accounted for by the fact that the 
British sample consisted of high ability students with either one or two years of 
intensive instruction in the subject. This rmding also applied to non-economics 
students, where the US. means were 17.2 and 19.78 for 11th and 12th Grades 
respectively, while the UK samples scored 23.53 and 25.62. 

While an 11th Grade "with economics" student in the US. who scored 29 was 
performing at the 82nd percentile there, a British student with the same score 
was only at the 32nd percentile. Only 29 percent of US. 12th Graders with 
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economics scored more than 29, compared with 94 percent of UK. 12th grade 
economics students. It is remarkable that 57 percent of UK 12th grade non
economics students perfonned better than the mean for US. with-economics 
students! 

These higher ratings were reflected in the facility indices. For the UK. "with 
economics" sample, only 4 items had a facility index <0.4 in the 11 th grade sub
group, and only 1 item in the 12th grade sub-group (compared with 8 items for 
the US. "with economics" sub-group.) 

The published data on the UK nonning trials enable UK. economics teachers 
to compare their own students' responses with the national norms. First, teachers 
may use the test diagnostically. For example, if students opt for a particular 
distractor, this indicates to the teacher what kind of misunderstanding is typical. 
Additionally, teachers may be able to identity pupil difficulties with respect to 
different areas of the syllabus, such as macroeconomics or microeconomics. To 
facilitate such analysis of individual pupils' responses, item-based information is 
provided. A second use of the test is to monitor group progress, both with 
reference to the improvement in class means over time and compared with 
national norms. To this end, group normative information is provided. 

CONCLUSION 

Because economics does not feature as a required subject in the National 
Curriculum in the United Kingdom, it is likely that its significant position at the 
post-compulsory level (beyond the age of 16) will gradually be eroded. At the 
same time, the fast growth of business studies at all levels has forced economists 
to consider the appropriateness of the economics curriculum, and the most 
important changes since the 1950s in the content of the pre-university economics 
curriculum are about to be implemented. At the same time, instruments for 
assessing economic understanding, originally devised for use in the United States, 
are now being standardized for use in the UK. It is to be hoped that research 
into the effectiveness of alternative strategies for developing economic education 
will be aided by these tests, that future programs will be infonned by a more 
scientific appraisal of teaching and learning models, and that standards of 
attainment will thus be enhanced. 

NOTES 

1. Statistics for Education (SecosIEureco, 1992), 5 Bridge St., Bishop's Stortford, 
CM232JU, UK (tel: fJl796521S3). 

2. Longman Logotron, Dales Brewery, Gwydir St., Cambridge CB1 2U, UK 
3. Economics Association, 1a Keymer Road, West Sussex BN6 SAD, UK 
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4. Economica, published by The Association of European Economics Education, lists 
details of these publications. The Secretary-General of the AEEE is Steve Hurd, 
Staffordshire University Business School, Stoke-on-Trent, ST42DF, UK 
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Appendix 8.1: University of London GCE Examination 1993/4 Advanced Level 
Economics Syllabus (nonnaIly two years study to aged 18) 

Aims 

The aim of the syllabus is to introduce the candidate to some of the main principles of 
economic theory and their applicability to economic and social problems. 
The examination consists of 3 papers: essay type questions (40 percent of marks); data 
response questions (30%); and multiple choice questions (30"10). 

The Syllabus 

Section A 

1. The Economic Problem 
Unlimited wants and limited means of satisfying these wants. Scarcity and choice; 
opportunity cost. An understanding of the production possibility curve. Factors of 
production: land, labor (including the role of the entrepreneur) and capital. An 
understanding of the economic features of these factors: efficiency, mobility and 
supply. Alternative ways of trying to solve the economic problem: free market, 
mixed and planned economies. The relative advantages and disadvantages of each 
system. 

2. Production 
Meaning of the tenn "production." Primary, secondary and tertiary industries. 
Changes in the size and composition of the population and in its occupational and 
geographical distribution. An analysis of the concept of the division of labor in 
tenns of comparative advantage as applied to individuals, finns, regions and 
countries; advantages and disadvantages. 

3. Demand 
Definition. Derivation of an individual's demand cwve (marginal utility); consumer 
swplus. Market demand cwves. Conditions of demand; distinction between a shift 
of and a movement along the demand curve. Complements and substitutes. 
Detenninants and calculation of price, income and cross elasticity of demand 

4. Supply 
Definition. Derivation of a supply curve: conditions of supply: distinction between 
a shift of and a movement along the supply cwve. Joint and competitive supply. 
Elasticity of supply; detenninants and calculation of elasticity of supply; influence 
of time. 

5. The Price Mechanism and the Allocation of Resources 
Interrelationship of supply and demand; equilibrium price and output. Significance 
of elasticities of demand and supply. 
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Appendix 8.1: University of London GCE Examination 1993/4 Advanced Level 
Economics Syllabus (normally two years study to aged 18) Continued 

6. Modifications and Failmes of the Price Mechanism 
Effects of taxes and subsidies; maximwn and mininllUTI price controls. Production 
quotas. Merit goods. Public goods. External costs and benefits. 

7. Costs and Revenue of the Finn 
The meaning of "cost" (including opportunity cost and normal profit); the derivation 
of average total, average fixed, average variable and marginal cost. The implications 
of diminishing retwns (law of variable proportions) for costs. The implications of 
increasing, decreasing and constant retwns to scale for costs. Revenue: total, 
average and marginal. The conditions for profit maximization. 

8. Price and Output Detennination in Different Market Situations 
(i) Perfect competition: asswnptions, marginal cost and the supply cwve. Equilib
riwn of the finn and industry in the short and long nm. 
(ii) Monopoly: definition; sources of monopoly. Equilibrimn of the finn. 
Conditions for profitable discrimination. 
(iii) Oligopoly: characteristics, price and non-price competition; economic effects. 
(iv) Monopolistic or imperfect competition: assumptions; equilibriwn of the finn in 
the long and short nm. 
(v) Public sector producers: pricing policies of nationalized industries and public 
utilities. 
(vi) Objectives other than profit maximization; implications for price and output. 

9. The structure of industry 
Different types of business organization within the public and private sectors; the 
finance of industry. The Stock Exchange; the capital market. Factors affecting the 
size of finns; advantages and disadvantages of growth. Methods of growth. 
Vertical, horizontal and conglomerate growth. External economies and diseconomies 
of scale. Location of industry. influence of regional policy. 

10. Competition Policy 
Public policies towards mergers, monopolies and restrictive practices. 

11. Incomes: The Theory of Distribution 
Different types of income and their sources, the marginal productivity Theory. 
(i)Wages: wages as the price of labor; demand and supply conditions in different 
labor markets; non-competing groups. Differences in wages (a) within an occupation 
and (b) between occupations. Real and money wages. Trade unions and wages. 
Government policy towards the labor market. 
(ii) Rent: economic rent and transfer ~; the Ricardian theory of rent; quasi
rent. Site values: e.g., rent in city centers; profits as a rent. 
(iii)Interest: interest as a price - time preference; the demand for capital; the 
marginal efficiency of capital. 
(iv)Profit: different measmes of profit (e.g., retwns on capital employed). 
Distinction between gross profits and net profits. Risk, uncertainty and profit. 
Function of profits in a capitalist economy. 
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Appendix 8.1: University of London GCE Examination 1993/4 Advanced Level 
Economics Syllabus (nonnally two years study to aged 18) Continued 

Section B 

12. Nationallncome Accounting 
The definition and measurement of income, expenditure and output; net and gross; 
national and domestic; market prices and factor cost; real and nominal. Problems of 
measuring National Income. Difficulties in making comparisons over time and 
between countries. 

13. The Circular Flow of Income 
The circular flow of income between households, finru; and the government; open 
and closed economies. Withdrawals from and injections into the circular flow (i.e., 
saving. taxation and imports; investment, government spending and exports). The 
concept and importance of aggregate demand The determinants of aggregate 
demand: conswnption; average and marginal propensity to conswne (and save); 
investment; government expenditure (distinction between final government demand 
and transfer payments); exports and imports. 

14. Detenninants of the Level of Nationai Income 
Income equa1s planned expenditure (planned withdrawals equa1 planned injections). 
Distinction between full employment and equilibriwn levels of National Income. 
Detenninants of the multiplier. Detenninants of the accelerator. The multiplier and 
accelerator and changes in National Income. 

15. Government Expenditure and Revenue 
The growth and changing pattern of public spending. The main items of government 
expenditure; central and local; current, capital and transfers. Different forms of 
taxation; central and local; direct and indirect. The balance between revenue from 
taxation and government expenditure; budget deficits and surpluses. Fiscal policy 
(discretionary and automatic). 

16. Money and Banking 
Functions of money; necessary qualities of money. Current measures of the money 
supply in the United Kingdom. Functions of a bank; various types of bank. 
Creation of credit. The structure of bank assets and liabilities. The functions of a 
central bank; the relationship between the Bank of England, the commercial banks 
and the discount houses. Interest rates. 

17. The Demand for Money 
Transactions, precautionary and speculative demands for money. The impact on the 
demand for money of: the price level; income; the price of other assets; the expected 
rate of inflation. 

18. Monetary Policy 
Alternative methods of influencing money supply and interest rates. Effectiveness 
and limitations of monetary policy; alternative perspectives. Interactions of fiscal and 
monetary policy. 
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Appendix 8.1: University of London GCE Examination 1993/4 Advanced Level 
Economics Syllabus (nonnally two years study to aged 18) Continued 

19. International Trade 
Conditions necessary for international trade including the theory of comparative 
advantage. (The theory of comparative advantage could be usefully linked with the 
appropriate part of Section A, 2.) The gains from trade. The limitations on 
international trade; rationale and methods. The tenns of trade. 

20. The Balance of Payments 
International payments; visible trade; invisibles; the current account; investment and 
other capital transactions; the balancing item; total currency flows; official financing. 
Recent trends in the United Kingdom balance of payments. Detennination of 
exchange rates. Definition and explanation of balance of payments disequilibrium. 

21. International Economic Co-operation 
International institutions: The International Monetary Fund; The International Bank 
for Reconstruction and Development (World Bank); the General Agreement on 
Tariffs and Trade. Regional economic groupings; free trade areas; customs unions; 
the European Conununity. 

22. Issues of Economic Policy 
Unemployment: recent trends; different types of unemployment, e.g., cyclical, 
structural; possible remedies, including regional and training policies. 
Inflation: causes of inflation; effects of inflation; possible remedies including prices 
and incomes policies. 
Balance of payments: consequences of balance of payments disequilibrium. 
Methods of correcting balance of payments disequilibrium: devaluation/depreciation 
of a currency; tariffs, quotas and export subsidies; exchange controls. 
Growth: definition; the determinants; benefits and costs of economic growth. 
Possible conflicts between alternative policy objectives. 
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This chapter has two components. The frrst part begins with a description of 
governmental jurisdiction and course offerings in economic education typically 
found in Canadian high schools. This part continues with a discussion of course 
content, texts, and teacher preparation; it concludes by providing some indication 
of student enrollment in high school economics by province. 

The second part of the chapter reviews previous WOtK on the lasting effects of 
economic knowledge learned in high school in North America and the u.K. 
Recent Canadian fmdings on this topic are also presented. 

I. ECONOMIC EDUCATION IN CANADIAN HIGH SCHOOLS 

Canada has ten Provinces and (at this writing) two territories. Under the 
Canadian Constitution, education is a provincial responsibility. Each province 
and territory has a Department or Ministry of Education. There is no federal 
equivalent. They are responsible for setting curricula and texts, developing 
course content and teaching guides, and evaluation. The two territories follow 
what is done in an adjoining province - Yukon follows British Columbia, and 
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the North West Territories follows Alberta. It is not known what the new 
territol)' ofNunavut will do when it comes into being later in the decade. 

Course Offerings 

All provinces offer self contained courses in economics. Some offer more 
than one. Alberta is the only province that uses the "infusion" approach. 
Economics is specifically integrated into a number of courses in science, 
mathematics and social studies, in addition to offering three "regular" economics 
courses: Consumer Economics, Microeconomics and Macroeconomics. In the 
six provinces that offer only one course, it is at the senior level. Saskatchewan 
has two courses, the first being a prerequisite for the second. Ontario offers 
three economics courses - none of these has a prior economics course as a 
prerequisite, but the Ontario Academic Course requires one advanced-level social 
science or business studies credit. The Advanced Level economics course would 
satisfy this. Nova Scotia offers six courses in economics. A lower level course 
is a prerequisite to taking an upper level one. 

Course Contents, Texts, and Teacher Preparation 

The aims or objectives of the courses are usually vel)' specific and detailed. 
Ontario's is the most all encompassing and puts the emphasis on the technical 
economics aspects: 

Economics plays an integral part in the life of everyone. As producers and 
consumers we make economic decisions in an environment that is affected by 
the decisions and actions of a variety of business, labour, government, and 
other institutions, as well as other nations and world organizations. The aims 
of all economic courses are to provide students with opportunities to: 

1. develop an understanding of economics tenns, principles, and issues; 
2. understand the roles of major institutions and appreciate their interrela

tionships; 
3. develop skills that are relevant to personal economic inquiry, reasoning, 

analysis, and judgement; 
4. differentiate between economic analyses and economic decisions, which 

are based on value judgements; 
5. interpret economic information presented in charts, graphs, and statistical 

tables; 
6. apply economic concepts to personal, local, regional, national, and 

international issues; 
7. examine the roles, priorities, and concerns of government, business, and 

labour in our society; 
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8. examine the mechanisms, strengths, and shortcoming:; of the marKet forces 
present in our society; 

9. examine the influence of international events and foreign economic 
policies on the Canadian economy. 

(Ontario Ministry of Education, 1986) 
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British Columbia by contrast puts the emphasis on a broader, individual 
development, approach. 

(The course) will provide growth in: 

1. the ability to engage in appropriate fonns of inquiry (problem solving, 
decision making, critical thinking, creative thinking); 

2. establishing a sound knowledge base in economics; 
3. developing a reflective ability to select and apply economic skills and 

knowledge; 
4. understanding and accepting personal and shared attitudes of one's own 

and different societies; 
5. creating a positive self-concept. 

(British Colwnbia Ministry of Education, 1990) 

It seems to be generally agreed that the high school student has quite different 
objectives than the university student for enrolling in an economics course. 
While it might be argued at both levels that an introductoIY course can only 
make better newspaper readers and not train an economist, this is more likely the 
motivation at the high school level. There are no universities that require the 
high school course as a prerequisite to their introductoIY economics course. 
Saskatchewan is the only province that reported that it administers a province
wide test in economics. Nova Scotia includes an economics component in the 
Grade 12 Nova Scotia Achievement Tests. The test is compulsoIY for all 
students, including those who have not studied economics. 

The content of the twenty courses offered by the provinces varies greatly. 
Table 9.1 is a consolidated list of the topic areas covered, which have been 
grouped by the authors into five sections. There is obviously considerable 
overlap among these topics. In addition, British Columbia provides Pacific Rim 
content as a separate topic in each unit of its course. This content was not 
detailed in the course description. 
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Table 9.1: Consolidated List of Topics in Canadian Economics Courses 

I. Introduction and terminology 
2. Business Organization 
3. Labour lUlions 
4. Application of Economic Reasoning 
5. Demand, supply and the market 
6. Distribution 
7. Income Detennination and the goal of economic equity 
8. The Goal of Economic Efficiency 
9. International trade 

10. Role of government 
11. Public finance 
12. Personal Finance and Taxation 

13. Focus on the future 
14. Resources, personal income and consumption 
15. Production and growth 
16. Fnergy 
17. Human resources 

18. The Canadian Economy 
19. The Provincial Economy 
20. Measurement and Evaluation of Economic Activity 
21. Unemployment, inflation and economic stabili2ation 
22. The Goal of Economic Stability: Fiscal Policy 
23. Money and banking 
24. The Goal of Economic Stability: MonetaJy Policy 

25. Economic History 
26. History of economic ideas 
27. Comparative economic systems 

There is a wide variety of texts and other reference material listed and 
approved for classroom use by the various provinces. The most often listed text 
is loJade in Canada; Economics for CanadiC11l8 (Thexton, 1988). A new book, 
Economics: A Canadian Perspective (Thexton, 1992), appears to be a successor 
volume. The material is reorganized to counter some of the criticisms of the 
earlier book and it is aimed at the same secondary school audience. 

We were unable to fmd any research on teacher preparation in Canada Our 
correspondence with the Provincial Departments of Education indicated that the 
attitude seems to be that a "teacher is a teacher." A teaching certificate in social 
studies is all that is required to teach economics. Although school boards 
probably tJy to match assignments to teacher training, economics teachers do not 
require any training in the discipline. 
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Enrollments 

Table 9.2 shows the enrollments in secondary schools in Canada by province 
and grade level. Quebec's secondary school system ends at grade eleven. 
Students then go to CEGEP's for two years before entering university or the 
labour force. These institutions are similar to community colleges but students 
can complete a purely academic program. On the other hand, Ontario's 
secondary school system goes to grade thirteen - one year more than all other 
provinces. This extra year is the equivalent to the ftrst year of a university 
program and Ontario universities offer a three year bachelor of arts. 

Enrollments by course are not published. However, we were able to gather 
some data on enrollments in high school economics courses through cor
respondence with the provinces. These incomplete data indicate that only about 
5 percent of high school students take an economics course. (This varies from 
a high of 13.5 percent in Nova Scotia to a low of 3.4 percent in Alberta among 
the provinces for which we have data.) Thus, only about 3 percent (0.6 x 0.05) 
of all 15-19 year olds take an economics course. 

TABLE 9.2: Secondary School Enrollment, Canada: 1990-91 

Number of %of 15-19 
SecondaIy Grade Grade Grade YearOlds 

Province Schools Twelve Eleven Ten Total Enrolled 

Nfld 142 10,799 9,845 10,795 31,439 63.7 
P.E. I. 19 2,003 2,159 1,907 6,069 60.8 
N.S. 136 11,806 12,021 13,103 36,930 63.7 
N.B. 119 11,355 10,813 11,708 33,876 61.4 
Quebec 673 71,962 79,632 151,594 44.5 
Ontario 1,067 219,259 142,951 147,647 509,857 70.9 
Manitoba 157 17,925 15,770 17,306 51,001 62.0 
Sask 164 14,606 13,892 15,300 43,798 61.9 
Alberta 350 37,378 31,467 33,668 102,513 56.7 
B.C. 401 37,667 39,430 40,238 117,335 57.9 
Yukon 5 251 311 277 839 
N. W. T. 9 343 434 657 1434 68.4 

Canada 3,242 363,392 351,055 372,238 1,086,685 60.2 

Source: Statistics Canada, 1990-91, p. 12. 
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II. THE LASTING EFFECTS OF HIGH SCHOOL ECONOMICS 

There is a growing body of evidence that taking an economics course in high 
school has lasting effects on the level of economics understanding of the 
individual. Studies that have been done in the United States, Canada and the 
United Kingdom all indicate lasting effects. We will examine some of these 
studies in more detail. 

Evidence from the U.S. 

An early article by Saunders (1970) was one of the first to examine this 
question. Saunders analyzed data collected at Carnegie-Mellon University from 
1964 to 1969. He compared the arithmetic means of six explanatory variables 
for students (some of whom had taken a high school economics course and some 
of whom had not) with the mean results on two university economics courses 
and on a national test of economics understanding. He concluded: 

high school economics courses may have some lasting impact on the time spent 
on their introductory college course, their interest in economics, their C-841 
grade and their perfonnance on nationally standardized economics tests - even 
after they have completed their required one-semester college economics 
course. (p. 45) 

Apparently, students used their knowledge of the subject acquired in the high 
school course to "buy" leisure time or more study time for other courses. They 
could do this and still achieve a significantly better grade on the university 
economics principles course, on average. 

Saunders went on to run regressions on the same data both for the data set as 
a whole and for each term. The results were mixed and no firm conclusions on 
the lasting impact of high school economics were claimed. The high school 
economics course grade was not statistically significant for the sample as a whole 
and, on a term by term basis, in only one of the eight terms. The regressions for 
the Test of Economic Understanding (TEU) and the Test of Understanding in 
College Economics also produced mixed results. As Saunders stated: 

for large numbers of Carnegie-Mellon University students over several tenns, 
it seems that a separate course in high School economics does have a 
significant lasting impact on TEU scores and Recognition and Understanding 
questions, but that it does not have a significant influence on Simple or 
Complex Application questions taken after a one semester college course. (p. 
51) 
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An interesting question raised by Saunders is what to do with the student who 
has had a high school economics course. There are three possible choices: push 
them straight into the intennediate theory courses, put them in separate sections 
of the university principles course and put them in with the students who have 
no background in the discipline. He makes a strong case for not taking the first 
route. He argues that the university economics principles course should have a 
strong policy orientation and that these students need the repetition to confmn 
their understanding. 

Given a choice, I clearly opt for a heavier emphasis on using and applying, and 
reapplying, and reapplying, a relatively limited set of tools to a variety of 
policy problems rather than for adding any more tools than the average college 
graduate is ever likely to use in reading his daily newspaper. (p. 55) 

The profession seems to agree with this conclusion since there are very few 
universities that give any recognition whatever to the high school economics 
course. 

Evidence from the U.K. 

Attiyeh and Lumsden (1971) also investigated the question of the lasting 
effects of high school economics teaching. Using a sample of 4700 students 
entering the first level university economics course in the academic year 1969-70 
they concluded: 

(1) Students who had taken A level economics knew substantially more 
economics than those who had not. Scholarship level economics and A level 
economics history also added significantly but by a lesser margin to c0mpre
hension of economics. 0 level economics, however, was not a significant 
explanatory variable. Of non-economics A level courses, mathematics and 
general studies did have a significant positive effect, history had no significant 
effect, and geography had a significant negative effect. (2) On average, having 
attended a finther education center rather than a school added significantly to 
understanding. (3) Males knew significantly more economics than females, but 
neither age nor year at university at which economics studies were started was 
important. The effect of intelligence test scores on understanding of econom
ics, while significant and positive as expected, was not substantial. (p. 82) 

In reaching these conclusions the U.K study used as an instrument a 35 
question test designed to find out if the student could take a real life economics 
situation or problem and determine the economics issues involved and the likely 
outcome or the appropriate economic policy action. The emphasis was then on 
applications rather on recall of definitions or theories. Students with A level 
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economics perfonned substantially better, especially on the macroeconomics 
questions. 

The regression analysis used the score on the above test as the dependent 
variable and twenty-eight explanatory variables. The latter were grouped into 
five categories. The frrst were general: age, sex, intelligence test scores and 
average mark on A level examinations. The second group contained the student's 
area of specialization at university. The third was the type of secondary school 
attended - there were five different types. The fourth category related to A level 
economics. The fifth category contained other examinations taken. 

Although Attiyeh and Lumsden reach the same conclusion as the other studies 
that the high school economics grade is a contributor to better university 
economics grades, their regressions may have some technical problems with 
multicollinearity between some of the variables. For example, they found that 
the intelligence test score was significant but the average A level grade was not. 
These two variables probably measure the same thing and one of them should 
have been dropped from the equation. Similarly, age and years since taking A 
level economics would be correlated. 

The nwnber of years since the A level economics examination was taken 
unexpectedly did not have a significant coefficient. This suggests that there 
was no depreciation over time in the stock of knowledge of economics acquired 
in studying A level economics. (p. 87) 

An alternative interpretation is that this variable is correlated with age and the 
greater understanding that comes with age offsets the depreciation in the impact 
of A level economics. Controlling for these problems might have influenced the 
interpretation of the results and produced different signs and coefficient values 
for other variables. 

It is interesting that the student's opinion of his A level economics teacher had 
a negative sign and was significant. Could this mean that good students 
recognize poor teaching and poorer students do not? 

Recent Canadian Findings 

The effectiveness of the teaching and learning of high school economics in 
Canada was tested by examining the perfonnance of students from a large high 
school in the Maritimes, who all took the introductory economics course at the 
local university (Myatt and Waddell, 1990). A total of 928 students were 
included, and of these 371 had taken the high school economics course from the 
same instructor. The sample period was 1976-1984. The assumption that the 
data all came from the same population was tested using a standard F test. The 
assumption was not rejected. 
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The study first attempted to explain the perfonnance of all 928 students in the 
university economics principles course. The equation used was: 

The dependent variable, PCG, is the percent grade in the university economics 
principles course. COMPULS is a dummy equal to one if the student is in a 
degree program in which university economic principles course is required and 
zero otherwise. HOURS is the number of credit hours in economics taken 
beyond the introductory level. These two variables together were included to 
measure the attitude of the student to economics. MMAlli is the mark on grade 
eleven or grade twelve mathematics. DMAlli is a dummy equal to one if grade 
twelve mathematics was taken and zero otherwise. MENG is the grade twelve 
English mark. Grade twelve English is compulsory for all high school students. 
AGED is the number years between high school graduation and the university 
economics principles course. SEX is a dummy equal to one for female students 
and zero for males. DHSE is the high school economics dummy, one if taken 
and zero otherwise. 

The variables CSIZE, 1984D and DI; all relate to the characteristics of the 
university economics principles course. Twenty-one different instructors taught 
sections of the course over the study period. The DI's are then instructor 
dummies and attempt to pick up the difference in instructor "human capital" or 
examination standards. For most of the study period each instructor had 
complete freedom to design the course and set examinations. There was no 
common content. All but four of these instructor dummies proved to be 
insignificant when the regression was run. 

In 1984 the Department experimented with an alternative delivery system for 
the principles course. A "mass lecture with tutorials" system was used. The 
1984D variable is a dummy to pick up this change. It is equal to one for 1984 
and zero otherwise. CSIZE was a numerical variable equal to the university 
principles class size at the end of the course. Class size was not a significant 
detenninant of grades. 

The study found that English grades were slightly more important than 
mathematics grades but not significantly so. Grade twelve mathematics 
contributed three percentage points to the university economics mark over grade 
eleven mathematics. The gender dummy variable suggests that ceteris paribus 
males performed slightly better than females (though since females significantly 
outperformed males in high school English, the average female mark exceeds the 
average male mark). The greater the time lag between high school graduation 
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and the university economics principles course (AGED) the better the student 
did. The 1984 dwnmy was significantly negative indicating that the change in 
fonnat made the course harder for students. 

The importance of high school economics was tested in two ways. First, the 
regression was run using the dwnmy described above. High school economics 
was highly significant and on average contributed three and one-half percentage 
points to the university grade in economics. Second, another regression was run 
using only those students who had taken the high school economics course. 
Their grade was substituted for the dwnmy. This equation had a higher R2. A 
significant and important influence was found for the high school economics 
course. The coefficient was 0.613, and was significant at the one percent level. 

The study went on to examine the performance of those students in the data 
base who took the intermediate micro and macro theory courses. The sample 
sizes were much smaller: 138 and ,93 respectively. The explanatory power of 
the variables was greatly reduced. To quote the original study: 

Overall, the impression we got from these equations was that not only did the 
effect of high school economics decay over time, but, more particularly, the 
explanatory power of all the variables that previously performed well decayed 
also .... This could be because the self-selection process had more time to operate 
as we moved into the higher echelons, or that, as the student matured, our 
initial measures of ability and attitude became outdated. (p. 361). 

111. CONCLUSION 

In the frrst part of this chapter we have attempted a thumbnail sketch of high 
school economics in Canada. Every province offers some economics, though 
there is great variety of topics covered. Economics is not compulsory at high 
school, and only a minority of students in Canada (5 percent) do enroll. 
Research on the lasting effects of high school economic education also confmns 
that high school economics does indeed have an impact on the student. This 
shows up in higher grades in the university economics principles course as well 
as on other tests of economic understanding. 
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CHAPTER 10 

ECONOMIC EDUCATION 

IN JAPANESE SECONDARY 

SCHOOLS 

Lucien Ellington 

Tadahisa Uozumi 

While there is no self-contained economics course in Japanese high schools, 
inclusion of economics concepts and generalizations within social studies occurs 
at both the elementary and secondary levels. What follows are descriptions of 
the context of economic education in Japan, curriculum and textbooks, teachers 
and pedagogy, the role of the Japanese Research Council on Economic 
Education, and the future of economic education. Although emphasis is on 
senior high school economic education, the ninth grade civics course is also 
described since, because of recent refonns, most students take only one course 
in senior high school containing significant economics content. 

I. THE CONTEXT OF ECONOMIC EDUCATION IN JAPAN 

In 1947 during the Occupation, the American 6-3-3 system was adopted with 
seventh, eighth, and ninth grades included in the junior high or lower secondary 
school and tenth, eleventh, and twelfth grades constituting the high school or 
upper secondary school. While the 6-3-3 system is a foreign import, two 
components of the Japanese prewar educational system, central control of 
education and the examination system, are still present today. The Tokyo-based 
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Japanese ministry of education is responsible for the establishment of a national 
curriculum for all subjects. Students must pass examinations in order to enter 
public and private upper secondary schools and universities. 

Almost 95 percent of all lower secondary school students graduate from upper 
secondary schools. Approximately 70 percent of upper secondary students attend 
academic high schools which feature a college-preparatory curriculum. The 
remainder of Japan's upper secondary students attend vocational high schools. 
Almost 40 percent of all Japanese high school students go on to attend junior 
college or university after graduation. 

Economic education in postwar Japan is conducted within the framework of 
"social studies," another Occupation innovation. Before the war young Japanese 
learned about the social world through studying subjects such as history, 
geography, and ethics. American Occupation leaders regarded these disciplines 
as the primary mediums for the inculcation of militarist values in the young. 
U.S. style social studies replaced the prewar curriculum. The prewar exclusive 
emphasis upon history and geography was expanded as economics, sociology, 
anthropology, and psychology content has also constituted the elementary and 
secondary social studies curriculum since the Occupation. While the Ministry 
of Education has revised the social studies curriculum several times since the 
Occupation period, economics remains an important component of several 
elementary and secondary social studies courses. 

II. ECONOMICS IN SOCIAL STUDIES CURRICULA AND TEXTBOOKS 

Elementary Economic Education 

Japanese students begin to learn economic content in elementary school. The 
economic content that youngsters learn at this level theoretically assists them to 
attain the general objectives of elementary social studies as outlined by the 
Ministry of Education. These general objectives include a basic understanding 
of social life and cultivation of fundamental awareness of citizenship, both in a 
democratic and peaceful nation, and in an international community. 

The present national course of study for elementary schools underwent 
revisions in 1989 that were implemented in 1992. Economics concepts are 
included in third and fifth grade social studies. Third graders learn of the 
functions of their city or community business district and study such concepts as 
consumer, good, and price. Sample economic content taught to fifth graders 
include the current state of agriculture, fishing and manufacturing in Japan, an 
introduction to international trade and the concepts of import and export, and an 
introduction to national transportation and communications. Consumer education 
receives particular emphasis in both grades with a focus upon the daily economic 
lives of Japanese. ,Economics is not presented to elementary students as a 
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separate academic discipline. It should be understood that in a sense elementary 
students indirectly learn economic concepts through focusing upon everyday life 
of families, communities and the nation. 

Economics in Lower Secondary Schools 

All Japanese lower secondary school students learn economics in two required 
courses, geography and civics. Economic content in geography includes 
resources, manufacturing, Japan's linkages through transportation and foreign 
trade, and Japan's role in the international division of labor. 

Students receive the fIrst systematic introduction to economics as an academic 
discipline in ninth grade civics, which is partially a rudimentary political 
economy course. Students study such topics as the structure of the economy, the 
functions of prices, taxes, trade unions, the societal role of enterprise, employ
ment, consumer protection,resource development, the economic role of national 
and local governments, comparative economic systems, and foreign trade. In 
April 1993, the month that marks the beginning of the Japanese school year, 
revisions in the lower secondary school social studies curricula were implemented 
that had direct implications for economic education. 

In the newly revised course of study for civics, additional emphasis is now 
placed upon teaching young Japanese adolescents about the internationalization 
of their nation's economy, the movement toward an information-oriented society, 
and the increased role of credit cards in Japanese life. The new Ministry
approved textbooks that were fIrst used in 1993 reflected the curriculum 
revisions. For example, one civics textbook included sections on consumers and 
credit cards and world economic interdependence. Economics content comprises 
approximately 30 percent of civics. 

Economics In Upper Secondary Schools 

In all subjects in Japanese schools, the Ministry of Education Courses of Study 
constitute the national curriculum. Presently, high schools utilize the 1983 social 
studies course of study. However, in 1994 a new course of study will take effect 
through a three stage process. Tenth graders will be subject to the new 
requirements in 1994, eleventh graders in 1995, and twelfth graders in 1996. 
First, the economic components in the 1983 course of study are described and 
afterward a description of the new changes is included. 

Under the old guidelines, economic content comprised approximately 30 
percent of the contemporary society course which was required of tenth graders. 
Economic content constituted approximately 50 percent of politics-economics, an 
upper secondary school elective in the old course of study taken primarily by 
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university-bound students. The economics content in these two courses is 
depicted in Table 10.1 which is excerpted from the English-language translation 
of the 1983 Social Studies course of study. 

In the recently revised course of study the requirement that all upper secondary 
school students take contemporary society as tenth graders was eliminated. 
Instead, all senior high school students must take either contemporary society or 
politics-economics. Japanese educators expect that contemporary society will be 
the course for vocational high school students who do not plan to attend 
university. University-bound students will enroll in politics-economics. The 
Ministry design of the contemporary society course is such that teachers are not 
expected to go into great depth about economic content. By contrast, politics
economics teachers are expected to provide a systematic and theoretical 
classroom treatment of economics. 

Before the new curriculum guideline changes a student, usually university
bound and interested in social sciences, could take both contemporary society and 
politics-economics. Enrollment data for the politics-economics course is 
unavailable. However, it is possible to estimate the number of students taking 
politics-economics under the 1983 guidelines by using Ministry of Education 
textbook sales statistics. Nationwide, in 1992 politics-economics textbook 
purchases constituted a little over 18 percent of all upper-level social studies 
textbook sales. Since a student could take politics-economics in either the 
second or third year of high school, it is likely that slightly under 40 percent of 
all secondary school graduates took politics-economics when the old guidelines 
were in effect. 

The new situation eliminates the previous student heterogeneity of contem
porary society and more distinctly tracks the college and non-college bound into 
one course or the other. There is little change in the economic content for 
contemporary society and politics-economics except for more emphasis in both 
courses on Japan's role in the international economic community and the recent 
demise of many socialist economies. 

Japanese teachers are required to follow the Ministry courses of study and to 
utilize textbooks which have received approval from the Ministry textbook 
screening system. There should be high congruence among Japanese secondary 
teachers as to what economic content is important for students to learn in the 
classroom. Evidence of this congruence received empirical support in a study 
in which a random national sample of 88 Japanese civics and contemporary 
society teachers rated the relative importance of teaching students 22 separate 
economic concepts (Ellington and Uozumi, 1988). The five rariking categories 
ranged from very important (5) and important (4) to unimportant (1). The top 
ten economic concepts by rank order were: supply and demand, inflation/defla
tion, GNP, role of government, markets and prices, balance of payments, 
exchange rates, competition/market structure, fiscal policy, unemployment, 
monetary policy, and productivity. 
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TABLE 10.1: Present Contemporary Society and Politics-Economy Courses of Study 

CONIEMPORARY SOCIE1Y 

• Economic society and national welfare of the present age 

Development of science and technology, and economic life of the present age 
(enlargement of production and modem enterprises, price mechanism and role 
of the government, economic system, etc.) 

Characteristics and internationalization of the Japanese economy 
(trends in the national income, business fluctuations, general trends in the 
balance of payments, etc.) 

Hannonious economic development and realization of welfare 
(protection of consumers and responsibility of enterprises, respect for human 
beings and the prevention of pollution, improvement of working conditions and 
relations, social security and realization of a welfare society, etc.) 

POLITICS AND ECONOMY 

• Japanese economy and national welfare 

Characteristics and fimction of the present economy, changes in economic 
society, markets and enterprises of the present day, etc. 

• StrnctlO'es of the national economy and economic growth 

National wealth and national income, stabilization and growth of the economy, 
roles of the monetruy system and finance, etc. 

• International economy and international co-operation 

Trends in the international economy, changes in economic systems, the role of 
Japan and the direction taking place in the development in the international 
economy, etc. 

• Present state of the Japanese economy and national welfare 

Industrial structures of Japan and problems of the Japanese economy, basic 
problems concerning improvements of the people's life and realization of 
welfare, especially development of science and technology, use of resources and 
energy, prevention of pollution, improvement of labor relations, protection of 
consumers, promotion of the social security system, etc. 
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Except for productivity, over 80 percent of the sample of Japanese teachers 
assigned 4s or 5s to each of these concepts with 86 percent constituting the mean 
level of agreement (assigned 4s and 5s) for the ten concepts. By contrast, when 
a national sample of American high school economics teachers were asked to 
rank the same 22 concepts by order of classroom importance, the mean level of 
agreement (assigned 4s and 5s) for the top ten concepts by teachers from that 
nation was 72 percent. 

The economic concepts that were ranked in the top ten by Japanese teachers 
also suggest specific patterns of economic content emphasis. Balance of pay
ments/exchange rates, fiscal policy, GNP, and unemployment were included in 
the Japanese teacher list of the ten most important economic concepts but were 
absent from the American list. f\.1acroeconomics has traditionally received more 
emphasis in Japan than in the United States, as reflected by Japanese courses of 
study, textbooks, and teacher responses in the 1988 study. 

While Japanese ranked balance of payments/exchange rates 6/22 in importance, 
American teachers ranked the same concept 22122, or last in order of importance. 
This concept had the highest variance in rank of any of the items in the 
comparative study. The variance suggests that even before the Ministry of 
Education in the late 1980s placed a stronger emphasis upon internationalization, 
Japanese teachers paid considerable attention to at least one international 
economics concept. 

A more recent study (1990) suggests that high school contemporary society 
and politics-economics teachers are particularly interested in teaching students 
about various aspects of the Japan-U.S. economic relationship. This is significant 
for two reasons. It is an indicator that high school social studies teachers are 
responding to government imperatives to internationalize the curriculum. Also, 
while the uniform national curriculum is certainly a centralizing force, teachers 
have some freedom to focus upon topics that they consider to be particularly 
important such as bilateral Japan-U.S. economic relations. 

In a national survey of 73 contemporary society and politics-economics 
teachers, 83 percent reported agreed or strongly agreed upon the importance of 
teaching about the U.S. economy and U.S.-Japan economic relations. Approxi
mately 60 percent of respondents reported spending two to five hours per 
academic year teaching about the U.S.-Japan economic relationships while 14 
percent of respondents reported spending six to ten hours on the subject. 
Respondents were asked to indicate from a list of nine possible topics about the 
U.S. economy and U.S.-Japan relations which topics they covered in the 
classroom. While 96 percent of the respondents reported teaching about the 
U.S.-Japan trade imbalance, and 59 percent claimed to teach about free trade and 
protectionism using U.S. and Japanese examples, all other topics listed failed to 
be covered by as much as half of the teachers. 
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Economic Content in Secondary Social Studies Textbooks 

Even though there seems to be evidence of variance in coverage of economic 
content in Japanese secondaIy classrooms, the textbook is the primaIy instruc
tional tool. Courses of study, despite some recent liberalization, constitute the 
curriculum and Ministry officials must approve textbooks. Approved books tend 
to be detailed reflections of courses of study. 

Japanese secondaIy social studies textbooks are compact and are almost always 
completely covered by the teacher during the academic year. Despite their size, 
texts usually contain a high percentage of quantitative content. For example, one 
217-page politics-economics textbook was found to contain 93 pages of detailed 
charts and graphs. The economics sections of civics, contemporary society, and 
politics-economics textbooks include graphs on rates of individual output over 
the past 70 years for the five leading world economies, consumer prices, 
wholesale prices, wage demands, wage settlements, and world imports and 
exports for leading industrialized countries over the last 20 years. 

The question of treatment of controversial political economy issues has been 
raised in two studies of Japanese high school social studies texts. American 
reviewers in a joint Japanese-U.S. textbook study (1981) found Japanese 
economic content to have more ideological diversity than American texts. 
Japanese authors were more likely to include such topics as unemployment and 
labor relations than their American counterparts. The economics content in 
contemporary society textbooks was examined in a 1989 study by the Japan 
Institute for Social and Economic Affairs (Kezai Koho Center). Reviewers 
claimed a bias that suggested private enterprise is interested only in profits and 
that Japanese consumers are too weak to affect actions of the private sector. 
Center officials filed a request with the Ministry of Education for inclusion of a 
more objective description of the relative power of companies and consumers in 
future contemporary society texts. 

III. TEACHERS AND TEACHING METHODS 

Characteristics of Secondary Social Studies Teachers Responsible for 
Economics Content 

Although specific subject matter-gender statistics are unavailable, the large 
majority of secondaIy social studies teachers are male. In 1989 men constituted 
85 percent of all upper secondaIy school teachers and 67 percent of the lower 
secondaIy school teaching force. Women most likely represent less than five 
percent of the secondaIy school social studies teachers since the majority of 
women in secondaIy schools teach home ecbnomics and physical education. 
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Although as university students the majority of Japanese secondmy school 
teachers major in a discipline other than education, prospective teachers' 
academic fields are much more likely to be history or politics than economics. 
Johnson and Shima (1986) identified lack of university economics training as a 
major problem of Japanese teachers. When the authors of this chapter 
interviewed 15 civics and contemporary society teachers in nine different schools 
in Aichi Prefecture in 1987, the maximum number of economic courses any 
teacher had taken in university was four. 

There is also a lack of opportunities for practicing teachers to improve their 
economic understanding through formal study. The long Japanese school year 
prevents most teachers from participating in workshops or obtaining graduate 
degrees. However, the nature of the high school teacher's daily schedule does 
allow some time for study. The relatively light teaching load of Japanese high 
school teachers - the average is approximately 15 hours a week - affords them 
some time to read and conduct research in their academic areas of interest. Also, 
secondmy teachers tend to view themselves as subject matter specialists and there 
is a strong tradition of local subject matter associations. Still, it should be 
stressed again that the majority of secondmy school teachers responsible for 
courses containing significant amounts of economic content are more likely to 
be primarily interested in other subjects than economics. 

One of the authors found evidence of a somewhat neutral to cold attitude on 
the part of teachers toward economics in a 1987 survey of secondary social 
studies teachers in Aichi Prefecture in which 82 responses were obtained. When 
asked to rate seven possible topical priorities for emphasis in the social studies 
classroom, respondents ranked economics and consumer education last. 
Economics ranked behind such topics as global education, history, and human 
rights education. 

Instructional Methods 

A national curriculum and university entrance examination system emphasizing 
student memorization of large amounts of information influences most secondmy 
teachers to rely on textbook-based lectures and to require student acquisition of 
large amounts of factual information. Observations of teachers in civics and 
contemporary society classes indicate they tended to cover economics by 
lecturing, writing statistics on the chalkboard and referring students to the 
textbooks. Teacher questions to students were confmed to the fact and 
comprehension levels of Bloom's Taxonomy. It was extremely rare for students 
to ask questions of the teacher. The following case study drawn from observa
tion of economics instruction in a civics class in Tsu, Japan, is illustrative of 
typical instructional style and student-teacher interactions. 
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Case Study 

Civics class, Lower secondary school Tsu, Japan: 

The bell has rung and the 43 ninth graders, the boys in swnmer tmifonns of 
white shirts and black pants, and the girls in gray skirts and white blouses, rise 
and bow as the teacher walks in the room. The teacher bows back, everyone 
is seated, and the lesson begins. The topic is the effect of the recent rise in the 
yen's value upon the Japanese economy. The teacher asks students to name 
possible good and bad effects of the yen's rise. The teacher calls upon two 
students who rise from their seats to give answers. Two other students 
volunteer answers. Although one or two answers indicate confusion over the 
economic effects upon Japan of the rising yen, there are also correct answers 
such as cheaper overseas travel for Japanese and lower profits for Japanese 
exporters. 

The teacher, after taking only a few minutes to ask the question, lists economic 
effects of the rise of the yen upon the chalkboard. All students in the class 
appear to be diligently taking notes. Several effects listed are: cheaper prices 
for Japanese abroad, increased difficulty for Japanese exporters, small Japanese 
companies going bankrupt, and increased difficulty for Japanese who wish to 
purchase foreign goods. 

The teacher uses the current yen-dollar situation to introduce his lecture on 
exchange rates. The students follow the teacher with their textbooks and, upon 
his suggestion, refer to several exchange rate graphs and tables. All textbooks 
are open on the left side of student desks while notebooks are on the right side 
of the desk. Other than the opening ten minute dialogue between the teacher 
and students there are no questions in the remainder of the 5~minute period. 

While foreign observers have noted the relatively sophisticated nature of 
secondary school economics content, American anthropologist Thomas Rohlen's 
1983 assertion in reference to Japanese classroom pedagogy that " ... efficiency is 
high and inspiration low," still holds true today. 

The Influence of University Entrance Examinations Upon Economic 
Education 

For over a century, university entrance examinations have exercised a strong 
influence upon Japanese secondary education. Since in contemporary Japan 
almost 40 percent of all high school students attend university, the influence of 
the university entrance examination upon secondary education has grown stronger 
relative to the past. However, unlike other social studies fields, the substantial 
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pressure upon teachers and students caused by impending university examinations 
is not largely true in the case of economics. 

A major component of the present university-entrance system is a conunon 
national examination jointly administered by the National Center for University 
Examinations and local universities. Individual university faculties (departments) 
often administer a second examination to applicants who score above their 
established "cut oft" point for the conunon examination. The conunon 
examination is an achievement rather than an aptitude test. All l32 public 
universities, as well as some private institutions, utilize the common examination. 
Although university faculties have some discretion, most applicants who take the 
conunon examination are required to take examinations in four or five subject 
matter areas (foreign language, Japanese language, mathematics, social studies, 
and natural science). In 1992, 68 percent of all applicants taking the common 
entrance examination were tested in social studies. 

Within the social studies subject area, applicants may choose to be tested in 
one of five subfields. In 1993, the high school students who chose the subfields 
which contain economics content represented under nine percent of all examinees 
in social studies. This is because most students and teachers believe it is more 
difficult to achieve a high score in the subfields with economics content (ethics 
and politics-economics, and contemporary society) than in the history subfields. 

The statistics presented in Table 10.2 below certainly seem to support this 
belief. There is little strong incentive for Japanese high school students to learn 
a voluminous amount of economics content for university-entrance examinations 
since most choose not to take the economics-related social studies subfields. It 
is of interest that this lack of pressure upon most students to learn economics for 
university examinations does not cause their teachers to be more innovative in 
the classroom. 

Two sample 1993 NCUEE university-entrance questions from the contem
porary society and ethics and politics-economics are included in Table 10J on 
the next page. 

TABLE 10.2: Number of Students, Percentage, and Results of the 1993 NCUEE 
Social Studies Examination by Subfield 

Subfield 

Ethics and Politics-Economics 
Japanese Histmy 
World Histo!), 
Geography 
Contemporary Society 

N 

31,292 
174,385 
126,217 
95,259 
6,593 

Note: Score is average score, with 100 being a perfect score. 

% 

7.2% 
40.2 
29.0 
21.9 

1.5 

Score 

62.34 
73.37 
65.71 
69.47 
62.09 



ECONOMIC EDUCATION IN JAPANESE SECONDARY SCHOOLS 179 

TABLE 10.3: 1993 NCUEE University Entrance Examination Sample Economics 
Questions 

1. Which of the following statements is incorrect as a description related to finns' 
acquisition of capital fimds? Select one from (1) through (4) below. __ 

(1) Capital fimds raised through issuance of stock shares do not need to be repaid 
(2) Corporate bonds represent a way to borrow capital fimds through issuance of 

securities. 
(3) Borrowing from banks is called direct financing. 
(4) Corporate retained earnings constitute part of equity capital. 

2. Which of the following statements is incorrect as a description related to "effective 
demand management policy"? Select one from (l) through (4) below. __ 

(1) Demand backed by ability to buy is called effective demand 
(2) Keynes contended that the volwne of employment is detennined by the size of 

the effective demand 
(3) Imports by a country constitute an effective demand for its products. 
(4) An increase in effective demand under the condition of full employment will 

cause inflation. 

The Japanese Research Council on Economic Education 

The Japanese Research Council on Economic Education was established in 
1968 as a non-profit organization and utilized the American National Council on 
Economic Education as a primaJy model. The JRCEE's rruyor purpose is to 
improve economic education in elementary and secondary schools. 

Major JRCEE projects include two economic education seminars for teachers, 
and since 1968, the publication of the monthly Economic Education. In 1989 the 
JRCEE also began publication of Research on Economic Education which 
appears annually. Other JRCEE work includes financial support for a few 
teachers to participate in a U.S. university summer economic education 
workshop, and recommendations to the Ministry of Education about curricula, 
instructional materials and textbooks, and translation of American economic 
education curriculum materials. 

In the one-day fall and tw<H:Iay summer seminars economists and businessmen 
lecture on such topics as the future of the Japanese economy and the European 
Corrununity and the Japanese economy. Some senior high school teachers also 
give lectures and demonstrations on pedagogy and research in economic 
education in the seminars. Senior high school teachers are also contributors to 
JRCEE publications. 

While the JRCEE plays a needed role in promoting and improving economic 
education in Japan, its overall national influence is minor. A valid criticism of 
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the JRCEE is that it is too Tokyo-centered since most staff live in that city and 
few nationwide programs are offered. Also, the JRCEE membership is small and 
comprised largely of senior high school teachers. Currently, plans have been 
formulated for expansion of the organization to include teachers at other grade 
levels. 

IV. THE FUTURE OF ECONOMIC EDUCATION IN JAPAN 

By the beginning of the 21 st century Japan will probably have a more interna
tionalized economy than at present. Also, in the near future citizens and 
policymakers must contend with serious problems such as the aging of the 
Japanese population and changing economic roles of women. 

If Japan's future citizenry is to be truly economically literate several changes 
within economic education seem advisable. These include increasing the 
university economics training of social studies teachers and changing their 
somewhat negative attitudes toward economics, expanding the JRCEE's scope 
and membership, and the encouragement of innovative approaches to teaching 
economic concepts in the high school classroom. 

Japanese already enjoy some of the very highest educational levels in the 
world and classroom achievement is one reason why the country ranks among 
the world's strongest economies. A more economically literate future citizenry 
will serve only to enhance the prospects for continuation of economic success. 

NOTES 

The authors would like to thank Professor Kiyoshi Kawahito of Middle Tennessee 
State University for his translation assistance. 
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CHAPTER 1 1 
ECONOMIC LITERACY IN GERMAN

SPEAKING COUNTRIES AND 
THE UNITED STATES: METHODS 

AND FIRST RESULTS OF A 

COMPARATIVE STUDY 

Klaus Beck 

Volker Krumm 

A corollary of the world's emerging global economy, and the ensuing competition 
for economic markets, is that interdependencies among countries become more 
necessary and extensive. As a consequence, the economic dimension of life 
becomes more differentiated for all nations and their citizens, and there are more 
opportunities for improving quality of life by using the possibilities afforded by 
a world-wide common market. Yet the key to achieving higher levels of quality 
of life lies in an understanding of economic facts, and of the interrelationships 
and effects of co-operating within this complex marketplace. Whether acting for 
personal benefit or as representatives for a variety of institutions, individuals 
must posses a knowledge and understanding of underlying economic principles 
and concepts. 

The future of national and international development and economic well-being 
is dependent on the capability of future generations to manage the increasingly 
more complex conditions of economic activities. It is, therefore, important to 
assess the level of economic knowledge, especially of the young people from 
different nations. 

We have representative data from Soper and Walstad (1987) for the United 
States on the achievement level in economics of high school students at the age 
of about 17 years. We decided to gather comparable information for the same 
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age group in Austria and Germany. It is now possible to compare our results for 
Austria and Germany with those reported by Soper and Walstad for the United 
States to assess the economic knowledge of the student populations of these 
countries. 

Of course, a valid comparison is based upon the assumption that the different 
instruments used in the different countries for the measurement of economic 
achievement are equivalent. To achieve this objective, we developed a German 
version of the Test of Economic Literacy (TEL) used by Soper and Walstad for 
the United States (for details of this procedure see Beck and Krumm 1991). 

To have a welI-adapted instrument with respect to language, economic 
terminology, and culture is only one of the conditions necessary for a useful 
comparison. A second condition concerns the relative opportunities of the 
students sampled to learn the subject content of that which is being measured, 
i.e., economic concepts and principles. Differences in scores across sample 
nationalities may be due in part to the divergent educational systems themselves 
and to the amount of time alIocated to the study of economics in the curriculum. 
For an international comparison, it is necessary to look at these cross-national 
differences within a framework of cultural fairness. That is, we have to work out 
to which extent the different groups of our German-speaking students are 
expected to succeed in performing a test for the measurement of their relevant 
capabilities. Furthermore, with regard to measurement methods, especialIY 
validity, it would be of interest to know whether a specific instrument used in 
different cultures captures the expected results, given differences across curricular 
content for the various types of relevant education. 

With respect to methodology, we first outline the most important features of 
economic education in Austria and Germany in contrast to the United States 
(Section I). We then look at the validity of the instrument - the German TEL 
(called Wrrtschaftskundliche Bildung-Test: WBn - in terms of teachers' 
judgments on the 77 different items of the WBT (II). We conclude with the 
presentation of some empirical results from Austria and Germany as compared 
with those for the United States (III). 

I. ECONOMIC EDUCATION IN AUSTRIA. GERMANY. AND THE 
UNITED STATES 

School System Related Differences 

The main difference between the American system, on the one hand, and the 
Austrian and German systems, on the other, is that students in the United States 
in the age group of 16 to 17 years (grades 11 and 12) essentially attend one basic 
type of school type, namely the (senior) high school. There, they usually have 
a choice among several subjects, one of which is economics. In contrast, in 
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Austria and Gennany, the students of the same age group are distributed among 
several different types of schools. Only the elementary schools (grades 1 - 4) are 
of the comprehensive type in both countries. 

At the age of 10, and again at the age of 14 (Austria) and 15 (Gennany), 
students in these respective school systems must choose which of (at least) five 
school types they want to attend. These types are mainly distinguished by the 
vocational and career prospects they offer to their students (a short description 
of their main features is listed on Table 11.1). Austrian and Gennan students, 
therefore, make a choice among different sets of subjects when they choose a 
particular type of school, and having made the decision, they are (with some 
minor exceptions) no longer free to choose subjects which are of personal interest 
for them. The curriculum within a special school type is mandatory (i.e., 
students will either have to learn economics if they attend a school which offers 
this subject as one of its special set or they will have no chance to learn 
economics because the school type they have chosen doesn't offer this course). 

Nonnally in Austria and Gennany, the decision of school type is not 
influenced by the student's interest in special subjects. Rather, students seek the 
certificates they can attain from their choice of school and the role their choice 
of education can play in career plans. The choice to attend one type of school 
and not another implies that a student wants to acquire special skills and 
academic qualifications suited for his or her individual vocational plans. The 
result is that, among 16 to 17 year old students, some may receive a more 
intensive education in economics and also in business affairs if intending to 
either study these subjects at the university (see Table 11.1, #2), or to enter a 
business-oriented academy (similar to American undergraduate colleges) with the 
goal of securing a middle management job (see Table 11.1, #3). A student of 
this age might, as an alternative, choose an apprenticeship of three years (ground 
level) in one of approximately 40 different commercial vocational orientations 
like retail, wholesale, industry, insurance, banking, etc. (Benner, 1992; see Table 
11.1, #5). Other students may choose to attend schools of general education 
where business and economics don't playa major role if any (middle and upper 
cycle of secondary schools; see Table 11.1, #1, 4). School type 4 (SSG) exists 
only in Gennany. We omit it therefore from empirical comparisons (Section Ill). 

Table 11.1 also provides the approximate percentages of the age group of 17-
year-old students attending the different school types. These figures are 
somewhat rough estimates since it is very difficult to get consistent forms of data 
due to the organization of the educational systems, but they highlight the 
importance of the vocational schools in Austria and Gennany. There are, of 
course, also differences between the Austrian and the Gennan school systems. 
For purposes of the comparison presented in this paper, however, these 
differences are irrelevant. The more important concern involves the determina
tion of which of the Austrian/Gennan students are most similar to American high 
school students. Looking only at the fonnal structure of the various educational 
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TABLE 11.1: School Types and Percentage Enrollments for Austria and Gennany 

Percentage of all 17-year-
old persons attending 

No. Type and Description Austria Gennany 

Gerual Secordary School (OSS) 15.3% 27.3% 

Schools of general education (not vocational) which 
provide the possibility of attending tmiversity. 

2 Senior Vocational School (SJIS) 3.8 2.0 

Schools of general and vocational education pemritting 
entrance to tmiversity as well as to business (with a 
degree). The vocational qualification is in Austria 
higher than in Gennany. 

3 Intermediate Vocational School (IJIS) 5.8 10.3 

School of vocational education providing a middling 
training for a career in business (no entrance to 
Wliversity). 

4 Secordary School [Germany only1 (s.cKJ) 

School of general education (not vocational) providing 
a middling degree for entrance to secondary higher 
education institutions. 

5 Dual Vocational System (DJIS) 49.4 30.7 

School of vocational education for apprentices offering 
a one--or-two-days training per week ("theoretical 
background" for the "practical" WOlK in the finn for 
the rest of the week). 

5a Dual Vocational System/Retail [commercial depts.j 
(DVS'R) 

5b Dual Vocational System/Industry [commercial depts.j 
(DVS'I) 

Other school types 25.8 29.7 

Sum 100.0 100.0 
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systems, we might view Austrian and Gennan General Secondary School 
students as most comparable to American high school students. One must bear 
in mind, however, that students attending this type of school are representatives 
of the best overall quality of Austrian/German students. With respect to the 
general level of intellectual competencies, the Austrian/German students in the 
Intermediate and the Dual Vocational Schools would be more similar, in effect, 
to the American high school students on the average, with the difference that the 
students in the German-speaking sample have already made a decision as to their 
vocational specialization. A more comparable sub-sample may be selected, 
however, by focusing on the curricula and length of subject and course 
instruction for the various groups of Austrian/German students. Nevertheless, it 
should be kept in mind that these students don't participate in economics courses 
because of personal interest in this subject but rather due to their choice of 
career .. If a student wants to go into the world of commerce, there is no chance 
to avoid economics. On the other hand some students, based on their career 
aspirations may, in the worst case, never receive any economic education. 

Time Budget-related Differences 

In all three countries, the study of economics is never merely a single course 
offering (Le., "economics course"). Instead, many courses may include an 
economics-related content. In the United States, economic theory and principles 
may be included in the general subject headings such as "consumer economics," 
"social studies," "government/world studies," etc. The same is true for Austria 
and Germany; only the combinations of general subject areas differ slightly (e.g., 
"history & social studies"). However, there remains one important difference 
between the United States and Austrian/Gennan samples: in Austria and 
Germany, the amount of teaching time for every subject and the subject content 
are fixed according to school type. 

Tables 11.2a and 11.2b provide information about the number of hours per 
week for subjects with some degree of economic content according to school 
type, subject and grade. At this point it should be noted that Austrian and 
German schools normally have 40 weeks of instruction per year, and the 
mandated curricula are valid for one whole year. To approximate the amount of 
economic education available to Austrian/German students, it would appear that 
one need only count the number of hours a student is (presumably) instructed in 
economic topics. This results in a ranking of economic knowledge by the 
different types of schools' students which, therefore, may· be interpreted in terms 
of an expectation of the outcomes of the testing procedure. As evidenced by 
Tables 11.2a and 11.2b, it can be expected that Austrian/German students of 
school type 2 (SVS) would attain the highest scores followed by students of 
school types 3 (IVS), 5 (DVS), and 1 (GSS).l We have to stress that the mere 
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quantity of hours of instruction, while a necessary variable, is insufficient in itself 
as a measure of economic educational opportunity in Austria and Gennany. As 
was mentioned above, there exist differences among school types in the overall 
ability levels of their respective students. Although in school type 1 (GSS), the 
number of hours devoted to economics is less than that available in other types, 
it is possible that the quality of instruction within that time period is both better 
and more in-depth. A second problem in interpreting, in a cursory manner, these 
data for the different school types is that students on the lower levels of 
intelligence are more appropriate for jobs where they have to cart)' out orders; 
preparing them for these jobs requires more business-related knowledge than 
economics-related overview, that is we have to expect that their time at school 
is mainly used for business education. A careful inspection of the actual 
curricular content is required to provide a measure of the quality of economic 
instruction in a given course by school type. Only by looking at school type and 
subject as well as the length of instruction we can formulate a hypothesis about 
the outcomes of test administration which in turn, if confirmed, will assure that 
our instrument is valid. 

Curriculum-related Differences 

To gain insight into the measurement-related contents of the different curricula, 
we used the American Master CwricuJum Guide In Economics (MeG) as a 
referential framework (Gilliard et aI., 1989), which in turn is the basis of the 
lEUWBT. In Table 11.3, we have crosstabulated the 22 economics concepts 
from MeG against the curricula of our different schools, marking in the cells 
whether or not a MeG-concept is treated. Brackets signify that a concept is not 
explicitly contained in an Austrian or German syllabus, but is mentioned 
indirectly or in additional remarks. If, for example, an aim in the Gennan 
syllabus runs as follows: "Survey of fusion of firms and competition-policy 
regulations of processes of concentration in a social market economy," we 
assigned this to MeG-concept 5, "Economic Institutions and Incentives," but 
within brackets. 

The analyses for Austria shows mainly the following: 
• All students receive economics lessons at school which should be 

just as demanding with regard to the aims as lessons on the basis of 
MeG. 

• Until the 8th grade - look at the column "HS" meaning "lower 
secondary school" - these lessons are nearly identical for all students 
and comprise in total about three hours per week over three years in 
a subject called "Geography & Economics." 
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From the 8th school year on, all students receive economic lessons, 
although in differing class-years, with qualitative and quantitative 
differences. Mostly the concepts of economics are to be found in 
two subjects, namely "Geography & Economics" and "Economics" 
(Tables II.2a, #3, 8). The other subjects are mainly business and 
business-related courses. 
Directly or indirectly, roughly the same concepts are to be found in 
the Austrian economics curricula as in the MCG. 
The Austrian syllabus plans do not allow, as in MCG, the setting of 
the cognitive level at which the concepts should be taught. The 
formulation of the aims, however, shows that, when they leave 
school, Austrian students should have nearly the same knowledge, 
problem awareness, and faculty of judgment that the MCG demands 
from American high school students "with economics." 

The German version of the TEL, the WBT, seems to be a test which is 
principally appropriate for the aims of Austrian teaching of economics. It is not 
unfair to administer it to Austrian students. 

The analysis for Germany shows quite different facts: 
• Until the 8th grade there is - with some exceptions - no substantial 

instruction in economics. 
• There is only one group, namely school type 2 (SVS), which 

receives lessons on economics-related objectives nearly to the same 
extent as the MCG would demand. 

• The concepts of economics are in two subject areas, "Economics" 
and "Social Studies." 

• Some German syllabi allow the setting of the aims on a cognitive 
taxonomy which is slightly different from that in the MCG. It is, 
therefore, possible to make a more precise prediction on the measure
ment results we should receive from these students assuming they 
would have learned all that their teachers offered and that they used 
no sources of information other than school instruction. This is, of 
course, a very artificial assumption which we do not pursue at this 
time. 

• Across the different school types, the WBT is more or less difficult 
depending on the extent to which the MCG-concepts are taught. 
There is no group which did not receive lessons at least on a 
substantial part of topics tested with the WBT. 

Judging from the number of occurrences of matchings in Table 11.3 between 
the TEUMCG-concepts and the syllabus plans of our different schools, it can be 
seen that the rank order of expected outcomes differs from those in assessing 
data in Tables 11.2a,b. 



ECONOMIC LITERACY IN GERMAN-SPEAKING COUNTRIES 193 

II. TEACHERS' JUDGMENTS ON THE WBT-ITEMS 

If our analyses of curricula are valid, and if teachers heed the curricular 
content, we should expect Austrian/German teachers to judge the WBT as a valid 
instrument for testing the economic knowledge of their students. Therefore, we 
asked them to answer the following questions: "Please look at the 46 items of 
the WBT and tell us whether - in your opinion - they are rather good or rather 
poor indicators for "economic literacy." You may express your judgment on a 
scale running from 1 (very good indicators) to 5 (very poor indicators)." We 
omitted the teachers of school type 1 (GSS) because they were not involved in 
the teaching of economics. 

To eliminate any connotative differences among teachers for the concept of 
"Economic Literacy," as represented by the WBT, we presented different groups 
of teachers the terms "Basic Economic Education" (wirtschaftliche 
Grundbildung), "Basic Economic Knowledge" (wirtschaftliches Grundwissen), 
and "Knowledge about Economy" (Wrrtschaftskenntnisse). Moreover, we wanted 
to know whether teachers from different school types differ in their judgments, 
Neither school type nor the different terms for the concept produced significant 
differences within the ratings. 

Table 11.4, therefore, shows only the overall means for each item. As one can 
see, the judgments of teachers are quite good in both Austria and Germany, with 
a slight tendency in Austria to lower values. In total, only four items fall on the 
negative side of the scale (with nearly complete agreement between Austria and 
Germany): A2, A40, B2, B40. After having inspected the curricula, it is easy 
to discover the reason for these low ratings. All four items make use of the 
concept of opportunity cost which is not treated in the curricula of the German
speaking countries (see Table 11.3). To date, we have not been able to discover 
the reason for this omission, but we suspect that this concept appears to curricula 
developers as overly advanced for students in the secondary level of education. 

TABLE 11.4: Ratings of Austrian and Gennan Teachers on WBf Item; 

FonnA FonnB 
Austria Gennany Austria Gennany 
(N=82) (N=166) (N=64) (N=139) 

Item Mean S.D. Mean S.D. Mean S.D. Mean S.D. 

1 2.0 .9 2.1 .9 2.3 1.2 2.1 .9 
2 3.3 1.3 3.4 1.3 3.4 1.2 3.6 1.2 
3 1.8 1.0 2.3 1.0 1.9 .9 2.2 1.1 
4 2.0 .9 2.3 1.0 2.3 .9 2.3 1.0 
5 3.0 1.2 3.3 1.3 2.5 1.2 2.9 1.2 
6 1.8 .9 2.0 .9 1.7 .9 1.9 .8 
7 1.5 .7 1.9 .9 1.5 .8 1.9 .9 
8 1.8 .9 2.3 1.0 2.2 1.1 2.5 1.1 



194 Beck and Krumm 

TABLE 11.4: Ratings of Austrian and German Teachers on WBT Iterm Continued 

FonnA FonnB 
Austria Germany Austria Gennany 

Item Mean S.D. Mean S.D. Mean S.D. Mean S.D. 

9 1.8 .8 2.0 .9 1.7 .9 2.0 1.0 
10 2.5 1.1 2.9 1.2 1.9 .9 2.3 1.0 
II 2.2 1.0 2.2 .9 2.1 .9 2.3 1.0 
12 1.7 .9 2.2 1.1 2.2 1.0 2.6 1.0 
13 1.5 .8 1.8 .9 1.5 .7 1.9 .8 
14 2.0 .8 2.2 1.0 1.8 .9 2.3 1.0 
15 2.3 1.1 2.4 1.0 2.3 1.1 2.5 1.1 
16 2.0 .9 2.0 .9 1.7 .9 2.1 .9 
17 2.6 1.2 2.5 1.1 2.3 1.1 2.6 1.2 
18 1.8 .9 1.9 .9 2.1 1.0 2.1 .9 
19 1.9 .8 2.1 .9 1.9 .9 2.1 .8 
20 2.4 1.1 2.8 1.2 2.1 .9 2.2 .9 
21 1.8 .7 2.4 1.0 1.6 .8 2.1 .9 
22 2.7 1.3 2.8 1.2 1.8 1.0 2.6 1.1 
23 2.2 1.1 2.6 1.0 2.5 1.3 2.8 1.1 
24 2.2 1.0 2.5 1.1 1.8 1.0 2.4 1.1 
25 2.4 1.0 2.7 1.1 1.9 1.0 2.4 1.1 
26 1.8 1.0 2.1 1.0 1.4 .6 2.2 1.0 
27 1.9 .9 2.3 1.0 2.1 1.0 2.3 1.0 
28 2.1 1.1 2.4 1.1 2.0 .9 2.5 1.1 
29 2.5 1.2 2.7 1.2 2.3 1.2 2.8 1.0 
30 1.9 1.1 2.3 1.0 1.8 .9 2.1 .8 
31 1.9 1.1 2.3 1.1 1.6 .9 2.1 1.0 
32 1.9 1.0 2.5 1.1 1.6 .9 2.2 1.0 
33 2.1 .9 2.5 1.0 1.5 .7 2.1 .9 
34 1.8 .9 2.4 1.0 1.7 .6 2.3 .9 
35 2.1 1.1 2.5 1.2 1.8 .9 2.3 l.l 
36 1.8 1.1 2.2 1.0 1.8 .8 2.4 .9 
37 1.9 1.0 2.2 1.0 1.6 .9 2.1 1.0 
38 2.0 .9 2.4 1.1 1.9 .9 2.5 1.0 
39 2.1 1.0 2.4 .9 2.1 1.0 2.5 1.0 
40 2.7 1.2 3.4 1.2 2.9 1.3 3.6 1.2 
41 2.1 1.1 2.6 1.0 2.1 .9 2.7 1.0 
42 1.7 .8 2.3 1.0 2.1 .8 2.7 1.0 
43 2.1 1.0 2.6 1.0 2.0 .8 2.8 1.0 
44 2.3 1.0 2.5 1.1 2.0 1.2 2.2 1.0 
45 1.7 .9 2.1 1.0 1.6 .6 2.1 .9 
46 2.0 1.0 2.5 1.0 1.9 .9 2.5 1.0 

Avg. 2.0 .5 2.3 .3 2.0 .4 2.3 .4 

Note: I = vel)' good; 3 = mean; 5 = Vel)' bad 
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All in all, the teachers judge the items of the WBT as "good" indicators for 
"economic literacy." Their ratings are, on the average, a little better than those 
of the university professors we swveyed similarly in our pilot study (fonn A: 
mean 3.15, standard deviation .70; fonn B: mean 3.3, standard deviation .77; see 
Beck and Krumm, 1991, p. 20). Supposing that teachers' ratings are more 
curriculum oriented (or curriculum affected), whereas professors' ratings are more 
related to the "structure of the discipline," we can look at both sets of survey 
results as rather strong arguments for the content validity of the WBT. In 
summary, the teachers' ratings support the results of our curriculum analyses that 
the use of the WBT is a valid instrument for measuring the economic literacy of 
students in Austria and Germany. 

III. EMPIRICAL RESULTS AND COMPARISONS 

Formal Aspects 

A first glance at the most important statistics, reported in Table 11.5, shows 
that Fonn A and B are roughly equivalent for Austria and Gennany. There are 
no greater differences between our countries in all figures reported. Compared 
to the lEL we have to state that the values for Cronbach's alpha (the internal 
consistency), and for the average item-total correlations (the average discrimina
tion coefficients - see Table 11.6) are a bit worse. We suppose that the reason 
for this lies in the greater heterogeneity of the curricula to which our students are 
exposed. Depending on the school type visited they are taught in different 

TABLE 11.5: Comparative Aggregate Statistics for TEL and WBf 

FonnA FonnB 
TEL WBT TEL WBT --

Country U.S. AU GER U.S. AU GER 

Sample size 4,235 1,664 4,612 3,970 1,690 4,537 

Alpha .87 .82 .83 .88 .83 .82 

Mean 22.06 22.48 22.06 22.13 23.25 23.19 

S.D. 8.33 7.23 7.28 8.68 7.32 7.28 

S.E.M 3.06 3.08 3.04 3.04 3.03 3.06 

Average Item-To-
Total Correlation .32 .29 .30 .34 .28 .29 

Source: Soper and Walstad, 1987, p. 12, 15, for U.S. 1EL data. 
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sectors of economics with different weights and under different aspects (e.g., a 
more practical one in school types 3 and 5, or a more theoretical one in school 
types 1 and 2). This results in more "low" discriminating items (see Table 11.6) 
in the WBT (10 for fonns A and 11 for form B) than in the 1EL (7 for form A 
and 3 for form B). Nevertheless, looking at the absolute height of both groups 
of coefficients their values seem to be just acceptable. 

TABLE 11.6: Item Discrimination and Percent Correct on WBTffEL 

FormA FormB 
Item Austria Gennany U.S. Austria Gennany U.S. 

(N=I,664) (N=4,612) (N=4,235) (N=1,690) (N=4,537) (N=3,970) 

1 .15 65% .17 66% .19 88% .14 34% .02 39% .31 65% 
2 .26 31 .22 33 . .37 53 .18 32 .10 37 .27 53 
3 .16 14 .16 19 .36 47 .19 20 .24 24 .42 54 
4 .21 29 .16 30 .26 44 .25 69 .29 65 .26 53 
5 .18 24 .24 26 .32 35 .26 31 .23 31 .37 30 
6 .34 50 .36 46 .31 49 .34 50 .35 44 .33 48 
7 .32 85 .40 79 .47 68 .34 84 .40 79 .44 71 
8 .31 73 .35 73 .26 64 .32 68 .28 68 .37 67 
9 .36 76 .41 69 .40 44 .36 72 .44 68 .45 50 

10 .23 35 .34 32 .42 44 .15 71 .16 71 .27 65 
11 .41 74 .42 65 .27 41 .38 67 .36 74 .38 67 
12 .21 68 .20 71 .43 68 .19 42 .32 15 .26 29 
13 .30 64 .25 64 .40 57 .32 68 .30 66 .41 58 
14 .21 38 .25 38 .37 61 .34 52 .36 51 .34 45 
15 .26 48 .31 50 .38 60 .37 78 .39 75 .44 75 
16 .33 43 .39 39 .43 59 .27 69 .34 72 .42 61 
17 .23 45 .24 47 .33 38 .26 48 .23 46 .39 46 
18 .41 79 .47 74 .44 75 .26 82 .25 80 .27 62 
19 .40 64 .46 54 .44 68 .39 59 .44 52 .43 69 
20 .30 37 .34 38 .30 35 .28 44 .37 45 .19 24 
21 .33 51 .33 54 .29 61 .28 52 .28 55 .29 60 
22 .14 17 .06 17 .10 32 .28 57 .25 54 .34 50 
23 .25 31 .22 24 .26 38 .22 40 .21 40 .19 43 
24 .25 60 .28 54 .45 60 .30 40 .13 35 .32 46 
25 .01 6 .02 6 .21 29 .00 21 .16 31 .36 37 
26 .34 50 .30 47 .44 47 .28 51 .24 48 .43 51 
27 .29 49 .27 48 .35 41 .37 72 .39 64 .34 56 
28 .23 43 .27 46 .29 45 .14 29 .07 29 .34 38 
29 .40 57 .42 53 .38 38 .44 64 .42 58 .36 36 
30 .36 62 .35 17 .39 60 .39 53 .41 47 .49 65 
31 .27 36 .27 34 .31 40 .35 62 .29 63 .36 59 
32 .12 47 .22 53 .08 19 .35 33 .38 29 .37 33 
33 .04 29 .02 31 .13 35 .33 72 .39 66 .40 34 
34 .29 38 .37 39 .46 41 .36 40 .35 39 .46 43 
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TABLE 11.6: Item Discrimination and Percent Correct on WBfffEL Continued 

FonnA FonnB 
Item Austria Gennany U.S. Austria Gennany U.S. 

(N=I,664) (N=4,612) (N=4,235) (N=I,690) (N=4,537) (N=3,970) 

35 .08 32 .07 35 .14 33 .14 29 .07 30 .22 32 
36 .40 n .49 66 .51 56 .33 64 .38 61 .33 35 
37 .34 56 .31 53 .49 52 .38 58 .39 56 .49 56 
38 .04 33 .04 35 .06 36 .28 23 .26 21 .29 26 
39 .29 43 .18 42 .32 50 .18 34 .28 44 .21 34 
40 .38 44 .40 50 .36 50 .21 32 .09 33 .27 40 
41 .29 40 .30 37 .43 52 .30 41 .32 37 .40 54 
42 .40 58 .37 51 .26 46 .40 38 .37 33 .40 31 
43 .19 28 .03 25 .18 32 .20 31 .05 19 .19 30 
44 .36 50 .31 46 .27 40 .15 54 .11 52 .21 54 
45 .31 57 .28 54 .32 45 .34 54 .28 53 .38 49 
46 .32 35 .36 31 .26 34 .28 46 .26 43 .26 40 

Note: Discrimination mea.sw-ed by corrected item-total correlation. 

Another difference has to be discussed. It is the overall mean. Within Fonn 
A all values reported for the three countries are more or less equal whereas 
within Fonn B the German-speaking group is ending up with about one more 
raw point. Looking at Table 11.6 one can see that there are partially large 
differences between the percentages of correct responses on Fonn A as well as 
on Fonn B. Again, the general reason for this has to be searched for in the 
different curricula and, to some extent, also in the differences of cultures and 
languages (Beck and Krumm, 1991, pp. 17-19). As to Fonn B, the German
speaking students come off a little bit worse with the questions on the fundamen
tal and the international economic concepts (items 1-12 and 40-46). But this loss 
seems to be overcompensated by their relative gains with questions on micro
and macroeconomic economics concepts summing up to the difference of one 
raw point mentioned above. So, under a fonnal aspect it has to be stated that the 
WBT Fonn B is somewhat easier than Fonn A It is true that the difference of 
one point is not very large; but comparisons between the outcomes of Fonn A 
and Fonn B whether national or international have to consider this difference. 

Looking at the standard deviations of the means in Table 11.5, the finding that 
the values of the WBT are a little bit lower than those of the 1EL seems to be 
an indicator for the greater homogeneity of the German-speaking samples (see 
Section I). The standard errors of measurement (S.E.M) of both versions are 
nearly the same. This is because the lower reliability coefficient of the WBT is 
compensated by the lower standard deviation. 

Now, looking at the construct validity we can state that the means of the 
different groups of German-speaking students develop roughly in the expected 
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direction. On Table 11.7 the ranks estimated and the ranks drawn from the data 
are found in the last three columns. For Forms A and B there is one mutual 
change at a time for Austria (ranks 2 and 3) and Germany (ranks 2 and 5) 
comparing the empirical outcomes with the number of MCG-matchings. In both 
countries the students of school type 1 (OSS) rank higher than we expected from 
the analysis of the curricula (see Table 11.3). This indicates that the members 
of this group are presumably profiting directly and indirectly by their higher 
intelligence level. They seem to gain more economic knowledge from the daily 
discussions and the mass media than the other groups. Working on the WBT 
items they exploit their better logical abilities and more elaborated sense for 
subtle verbal differences.2 

Of course, making hypotheses on the bases discussed above is not as precise 
as one has to wish. This becomes obviously by comparing the empirical ranks 
with the ranks drawn from the hours of instruction. The two patterns coincide 
only in one of the five rank places. Obviously, the gap which has to be bridged 
by estimation is broader if the bases of the hypothesis is not a syllabus plan but 
the amount of hours of instruction. Moreover, predictions would be improved 
if we were able to extend the concept of match-counting on a second dimension: 
the cognitive levels of objectives and of the test-items. Again it is true that 
between both lies the reality of teaching and learning. We don't know whether 
the teachers do precisely what the syllabus plans prescribe. But the more books 
and other learning aids are developed on the basis of syllabus plans the closer the 
connection between aims and item-responses should be. Therefore one of the 
next steps of investigation will be the analysis of the most important books under 
the aspects of content and cognitive level. Besides this, looking again at Table 
11.6 it can be said that the WBT is an instrument which measures fairly the 
same as the TEL does with sufficient accurateness. 

Communities and Differences Between Austrian, German, and U.S. 
Students 

Comparing the TEL and the WBT outcomes a first fmding is that in each 
country the mean values are only moderate. Even the best groups solved only 
between 50 percent to 60 percent of the 46 items on a test which is not very 
difficult and which is rated by experts as a good indicator of economic literacy. 
When the results of the TEL were published in the U.S.A. in 1988 many 
journalists, politicians, and scientists felt that they are shockingly bad (Walstad 
& Soper 1988; The New York Times, Dec. 29, 1988). Looking at the fmdings 
of our studies we have to state now that these feelings are also in order with 
respect to Austria and Germany. The German-speaking students fail to reach the 
objectives formulated in the curricula provided for them in the same way as the 
American high school students. Though these curricula are not identical with the 
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TABLE 11.7: Comparisons Between Students in Austria, Germany, and the United 
States by School or Course Type 

Rank 
hrs. of MOO emp. 

No. Group Mean S.D. N instr. matches data 

Austria FormA 

1 Gen. Sec.Sch. 22.34 6.01 513 5 3 2 
2 Sen.Voc.Sch. 25.33 5.97 655 1 1 1 
3 Int.Voc.Sch. 19.68 6.23 164 2 2 3 
5a Dual Voc.lRet. 14.30 4.91 169 4 5 5 
5b Dual Voc.lInd 15.58 4.32 55 3 4 4 

Germany 

1 Gen.Sec.Sch. 24.34 6.14 671 5 5 2 
2 Sen.Voc.Sch. 25.14 5.55 716 1 1 1 
3 Int. Voc.Sch. 15.02 4.92 711 2 3/4 5 
5a Dual Voc.lRet. 15.90 5.53 757 3 3/4 4 
5b DualVoc.lInd 23.80 6.49 632 4 2 3 

United States 

6 Economics 23.57 8.5 2,585 
7 Consumer Ec. 21.70 8.0 309 
8 Soc. Studies 22.85 8.7 259 

Austria FormB 

1 Gen.Sec.Sch. 23.12 6.44 516 5 3 2 
2 Sen.Voc.Sch. 27.59 6.16 670 1 1 1 
3 Int. Voc.Sch. 21.53 5.20 161 2 2 3 
5a Dual Voc.lRet. 15.77 4.56 343 4 5 5 
5b Dual Voc./Ind 15.89 3.57 55 3 4 4 

Germany 

1 Gen.Sec.Sch. 25.85 5.81 661 5 5 2 
2 Sen. Voc.Sch. 27.13 5.55 682 1 1 1 
3 Int.Voc.Sch. 16.79 5.09 691 2 3/4 5 
5a Dual Voc.lRet. 17.78 5.79 761 3 3/4 4 
5b Dual Voc./Ind 25.81 6.42 625 4 2 3 

United States 

6 Economics 25.55 8.9 1,930 
7 Conswner Ec. 18.07 7.0 405 
8 Soc. Studies 22.14 7.6 430 

Source: Soper and Walstad, 1987, pp. 20-21, for U.S. data 
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MeG, our analyses reported in section I showed that the students in Austria and 
Germany should also arrive at substantially higher scores than they actually do. 

lt is true that the Austrian students on both fonns gain the highest ranks and 
that the American high school students "with economics" range in the average 
two points beyond the German and the Austrian highest-scoring groups. And it 
has to be added that in the German-speaking countries we measured the extent 
of economic literacy of students who will stay for one more year at school. 
Some of them will be taught in economics more intensively only in their last 
year of schooling. But even if they score then, let's say, about 30 raw points, on 
average, this score is not enough looking at the problems mentioned in the first 
section. 

To get a clue about the national differences and similarities between the 
groups of students who answered the test questions look at Table 11.8. It shows 
that the German and Austrian students are more similar than the German
speaking and the American students.3 Going into more detail one can see that 
the weakest group in the United States is still better than the weakest groups in 
Austria and Germany. However, the best group in the United States is worse 
than the respective groups in the two German-speaking countries. This result is 
mirrored by comparing the differences of ranges between the best and the worst 
group in each country. In Austria and Germany these differences are at least two 
times larger than in the United States. We suppose that this is partly a 
consequence of the different school systems. The comprehensive system in the 
United States seems to produce more homogeneous results than the divergent 
school branches in Austria and Germany. Another reason for this finding may 
be found in the difference of influences on economic knowledge by sources from 
outside the schools (i.e., cultural differences in a broader sense of the word). We 
can imagine (and we will examine in further studies on our data) that the habits 
of information reception by the people as well as the styles of information 
presentation by the mass media are showing divergent profiles in our three 
countries and therefore are influencing our populations with different consequenc
es for their status of economic knowledge. It can't be excluded that the large 
differences in the percentages of correct responses to the items of the lEL or 
WBT stem also in part from this source of special cultural conditions. 

TABLE 11.8: Ranges of Achievement Between the DiITerent Groups Tested in Each 
Country 

Austria 
Gennany 
U.S. 

means 

14.3 - 25.3 
15.0 - 25.2 
21.7 - 23.6 

FormA 

diff. 

11.0 
10.2 
5.2 

Source: Data from Soper and Walstad, 1987, pp. 20-21. 

means 

15.8 - 27.6 
16.8 - 27.1 
18.1 - 25.6 

FormB 

diff. 

12.0 
10.9 
7.5 
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NOTES 

I. The mnnbers reported for "Gennany" in Table II.2b are somewhat rough 
estimators because there are different syllabus plans for the 16 states of the Fedeml 
Republic of Gennany. For this analyses we draw on the figures for Bavaria where about 
one third of the students of our sample are living. The other two thirds come from 
Hessen, Northrhine-Westfalia, and Saarland 

2. This supposition is supported by the results of administering a verbal subtest 
("Analogien") of a general intelligence test (IST-70 by Amthauer 1973; see also Conrad 
1983, 160-172) where this group (GSS) is achieving the comparatively highest scores. 

3. This result is confinned by an analyses oftest bias on the bases of items. It seems 
that the Gennan-speaking students can be regarded as one group which is different from 
the group of American students (Knnnm 1992). We are not considering this bias problem 
for the comparisons dealt with in this chapter. 
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CHAPTER 12 

ECONOMIC LITERACY IN THE 

REPUBLIC OF KOREA AND THE 

UNITED STATES 

Kyung-keun Kim 

It is widely accepted that a fum knowledge of economics fosters, in youngsters, 
a highly useful way of thinking which could be applied for the rest of their lives. 
That is, studying economics can provide young adults with the knowledge and 
skills they need to address economic questions and make decisions as consumers, 
workers, and voting citizens. Of greater importance is the fact that the lasting 
effects from an economics course may be far greater than initially thought. This 
is so because economic reasoning is a transferable skill which is applicable to a 
variety of issues, as well as a variety of subjects (see Brenneke and Soper, 1985). 
For high school students, whether or not they go on to college, economics should 
thus be viewed as a vital subject worth taking. 

Recognizing the value of teaching economics to high school students, Korean 
high schools offer a mandated course in economics. Specifically, high school 
students are required to take the course entitled "politics and economy" before 
graduation. Usually, high school students take the course for four semesters, and 
those attending vocational high schools for at least two semesters before they 
graduate. Note that only one textbook for this subject is in use and it is 
compiled by the state. The economic contents are contained in the latter half of 
the textbook of the politics and economy course. 1 Besides the politics and 
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economy course, an economics course called "practical economics" is offered in 
some high schools as an elective. 

Although this amount of required economic education in high schools is 
offered, economists and educators believe most Korean students have less than 
the expected level of economic understanding. They suspect that high school 
students may not possess a high level of economic understanding due to an array 
of problems plaguing economics instruction in high schools, which will be 
discussed later. To fully realize the scope of the problem, we need more 
information about what students know and what concepts students understand to 
address this question, which will in turn allow us to develop effective economic 
education programs in high schools. 

The level of economic understanding among high school students has never 
been assessed in Korea. Although it is certainly worthwhile to investigate the 
level of economic understanding among students, a standardized instrument for 
use in high schools is not available in the country. Therefore, I decided to 
translate the Test of &onomic Literacy (TEL) (Soper and Walstad, 1987). It was 
expected that the data collected by administering the Korean version of the TEL 
(henceforth, KVfEL) to Korean students would permit me to conduct a compara
tive study. 

This chapter seeks to describe results from the translations and administration 
of the TEL in Korea. It begins in the next section with a discussion of the 
translation of the TEL into Korean and some of the problems I encountered in 
making the test items as equivalent as possible in the KVfEL. In the second 
section, I briefly describe the norming procedure for the Korean sample. In the 
third section, basic findings, including the norming data are presented and, if 
applicable, some comparisons are made with the U.S. data. Finally, the chapter 
suggests actions that should be taken to enhance the status of economic education 
and hence, improve economic understanding of students in Korea. 

I. TRANSLATION OF THE TEST OF ECONOMIC LITERACY 

As is well known, the TEL has two forms, A and B; it covers basic economic 
concepts considered to be the most important for students to know before they 
graduate from high school. Through careful examination, I found that the main 
content categories of the test (i.e., concepts of fundamental economics, 
microeconomics, macroeconomics, and international economics) are fully covered 
in the textbook of the "politics and economy" course. Therefore, I concluded 
that the TEL, should it be translated properly into Korean, would also be 
appropriate for use with high school students in Korea. In preparation for this 
study, I decided, for convenience, to translate only form A of the TEL into 
Korean. 
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Since I wanted to obtain comparable data, the KVIEL was constructed by 
translating the TEL as literally as possible. Although I made conscious efforts 
not to alter the conceptual core of the TEL in the KVIEL, certain test items 
needed to be modified. Otherwise, I reasoned, the KVIEL would not provide 
the same kind of infonnation in Korea as the TEL was supposed to measure in 
the U.S. It turned out that about one-fifth of the items had been slightly 
modified due to various reasons. In the following, some of the reasons that 
made minor modifications unavoidable are discussed. 

First, some items on the TEL make references to the United States, a foreign 
country or a foreigner's name which might sound unfamiliar to Korean high 
school students. In order to give students an equal opportunity to provide a 
correct answer to the test items by helping them feel more comfortable with the 
items, I decided to replace the foreign idioms by those indigenous to Korea. 

In item 1, for example, the Republic of Korea was substituted for the United 
States, and electronics for wheat. Similarly, Sandy Smith was replaced by Kil 
Dong Hong, a famous name appearing in Korean folklore, and Korean won was 
employed as a currency unit instead of U.S. dollars in item 5. Following the 
same principle of adaptation, to a varying degree, items 15, 17, 22, 30, 31 and 
44 were also modified. 

Due to the differences in political and economic systems between Korea and 
the U.S., I had to modifY a couple of other items, as well. Thus, the "govern
ment" was used in item 37 instead of the "federal government." For the items 
that require special understanding of the workings of the U.S. economic system 
(i.e., items 11 and 20), I omitted any reference to the U.S. in order to induce 
students to respond in a more general context. 

It is extremely important to translate economic terms properly because the 
accuracy of the solutions could be greatly influenced by how carefully they are 
worded. Overall, I had experienced relatively little difficulties in translating 
economic terms into Korean. This might be attributed to the fact that economics 
is an imported discipline in Korea, primarily from the U.S. As a matter of fact, 
a majority of Korean economists in academic circles were educated in the U.S. 
As a result, little differences seem to exist between Korea and the U.S. in 
economics syllabi at the higher education level, in particular. 

Still, I found that there was no defmed term for "general sales tax" (item 24), 
which Korea currently does not have. On the other hand, value added tax (VAn 
is widely used in Korea and hence Koreans are familiar with it. Therefore, I 
decided to substitute value added tax for general sales tax. Presumably, this 
alteration would not have affected a chance of giving a correct answer. 
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II. NORMING THE KOREAN VERSION OF THE TEL 

As previously indicated, the TEL has two fonns, each consisting of 46 items, 
with IS common items. In the U.S., Fonn A was nonned with a sample of 
4,235 students and Fonn B of 3,970 students from a large, representative cross
section of American high schools (Soper and Walstad, 1987). In the UK, Fonn 
A only was nonned, with a sample of 7549 students from 162 schools in 1989 
(Whitehead and Halil, 1991). In both cases, the samples were composed of 
students in grades 11 and 12. 

In preparation for nonning the KVfEL, the test was administered to 4,334 
students from 39 Korean high schools in mid-December of 1992. These schools 
and students were chosen by employing a sampling procedure that could provide 
a nationwide, representative sample of high school students in Korea. Thus, a 
contrasting sample was chosen from the target population, with representation 
given to gender, type of school, type of community, and grade level. As a result, 
unlike the cases in the U.S. and the UK, those in the first year of high school 
were also included in the nonning sample. 

To some extent, it was inevitable to include those in grade 10 in the nonning 
sample for the sake of international comparisons. It was reported that economics 
is offered usually as an elective in grade 12 in the U.S. (Walstad, 1992). As 
indicated earlier, however, Korean high schools offer a mandated economics 
course which usually lasts for 2-4 semesters. Without including the students in 
the first year of high school, therefore, it would be extremely difficult to obtain 
nonning data for those without economics in the Korean context. In sum, one 
of the reasons I adopted a slightly different sampling procedure from that of the 
U.S. was a problem associated with differences in the economics curriculum 
between the two nations. 

Of the 4,334 students who participated in the test, 1,S19 were in grade 10 
(3S.0 percent), 1,522 in grade 11 (3S.1 percent), and 1,293 in grade 12 (29.8 
percent). Thus, the students in grade 12 were slightly underrepresented in the 
sample, which might be attributed to the fact that the KVfEL was administered 
in mid-December, just before the college entrance examination. Several schools 
did not allow their college-bound students to take the external test at such a 
critical time of the year. 

Female students numbered 2,156 (49.7 percent), while male students totaled 
2,178 (SO.3 percent). Those who attended general high schools totaled 2,833 
(6S.4 percent), while students attending vocational high schools numbered I,SOl 
(34.6 percent). Stratified by type of community, the number of the students 
living in Seoul (the capital city) amounted to 1,026 (23.7 percent), those in other 
large cities totaled I,OS5 (24.3 percent), those in smaller cities 1,297 (29.9 
percent), and those in rural communities 9S6 (22.1 percent).2 The students with 
economics were 3,025 (69.8 percent) and those without summed to 1,309 (30.2 
percent). Note that the classification of students with and without economics was 
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based on students' responses to this statement: "Mark whether you have taken the 
politics and economy course in your school. Yes ( ), No ( ), In Process ( )." 
Students who marked ''Yes'' or "In Process" were classified as with economics. 
Even those students who marked "In Process" were presumed to have taken the 
course at least for two semesters. 

According to a nationwide survey of teachers of the politics and economics 
course, about 30 percent of high schools offer the practical economics course, 
which teaches some economic concepts and knowledge that students need in their 
everyday lives (Kim, 1992). It is difficult for me to assess how this course is 
perceived by the students and whether they take the course with enthusiasm, if 
offered. The effectiveness of this course is rather questionable because it is 
offered as a non-credit course on an elective basis. Hence, the magnitude of 
contribution this course has made to economic understanding of high school 
students is likely to be limited. In general, Korean students seldom show any 
interest in the subjects irrelevant to the college entrance examination. Besides, 
in order to make a clear-cut distinction between those with economics and 
without, I decided to include only those students having taken or were taking the 
politics and economy course in the with economics group. 

III. DISCUSSION OF THE NORMING DATA 

In this section, the nonning data for Korea are provided and, if applicable, 
comparisons are drawn with U.S. data. The administration of the KVIEL led 
to the establishment of norms for various subgroups of high school students in 
Korea. The nonning data from the 4,334 students are thus expected to provide 
baseline data of economic understanding of high school students against which 
those using the KVIEL could compare the scores of their students. 

Table 12.1 exhibits aggregate statistics for the nonning sample in Korea with 
the comparable U.S. data. Before proceeding further, note here that cautions 
should be exercised in making comparisons because the U.S. sample differs 
considerably from the Korean sample. In particular, the samples differ 
significantly with respect to the exposure to economics instruction. This fact 
should be taken into account when evaluating the comparisons drawn below. 

The Korean overall mean score was 23.77 and the corresponding U.S. mean 
was 22.06. It appears that Korean students performed a little better than their 
U.S. counterparts. The Korean mean score for the with economics group was 
24.42, which compares with 23.33 for the U.S. with economics group. Thus, the 
with economics students in Korea had, on average, about one more correct 
response than their U.S. counterparts. When it comes to the without economics 
students, however, this picture changes considerably. Korean students without 
economics performed far better than did American students without economics, 
with the former having, on average, about 5 more correct responses than the 
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TABLE 12.1: Comparative Aggregate Statistics for TEL, Form A and KVfEL 

Statistics ROK u.s. 

Sample size 4,334 4,235 
Alpha 0.82 0.87 
S.E.M 3.10 3.06 
Percent with economics 69.80 74.50 
Mean overall 23.77 22.06 

(7.25) (8.33) 
Mean with economics 24.42 23.33 

(7.58) (8.45) 
Mean without economics 22.25 18.37 

(6.18) (6.71) 

Note: Nwnbers in parentheses are the standard deviations. The U.S. data are from Soper and 
Walstad (\981). 

latter. As a result, the differences in the mean scores between the students with 
and without economics were 4.96 points in the U.S., while the corresponding 
differences in Korea proved to be only 2.17 points. 

The data in Table 12.1 indicate that there were significant differences in 
economic understanding between those with and without economics in the u.s. 
The difference of 4.96 points on form A of the lEL show that economics 
instruction raises lEL scores about 27 percent when scores are computed using 
the mean scores of those without economics as the starting level (Walstad and 
Soper, 1991). However, employing the same computing procedure, the 
differences of 2.17 points on the KVIEL suggest that economics instruction 
increases KVIEL scores only about 10 percent. 

It might be too premature at this juncture to speculate on the specific reasons 
for the relatively smaIl difference in the mean scores for the Korean students 
with and without economics. The lEL has been proven to possess the capacity 
to distinguish between students with more economic knowledge and those with 
less (Soper and Walstad, 1987). It might therefore be illogical to refute the 
validity of its Korean version, the KVIEL. What, then, gives rise to the unique 
results of the Korean sample? 

Several factors could be considered in the context of the Korean case. For one 
thing, lack of incentive to take an external test seriously when it does not count 
for a grade might decrease the size of score differences. In addition, previous 
exposure to economics instruction of those without economics might contribute 
to their relatively strong performance. A majority of those without economics 
in the Korean norming sample were students in their first year of high school, 
accounting for about 79 percent of the total without economics demography. 
However, all junior high school students are required to take "social studies" for 
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three years before graduation, during which the same economic concepts taught 
in high school are covered in grades 8 and 9, albeit in less sophisticated and 
simpler fonDS. Strictly speaking, therefore, even the without economics students 
in the Korean nonning sample might have some formal background in 
economics. 

Still, I believe that the most important reason behind the relatively small 
spread between scores of the with and without economics groups involves the 
ineffectiveness of economic education in high schools. Most evident is the 
reality that the fmallevel of achievement is anything but impressive. Aside from 
previous exposure to economics instruction, Korean students can provide correct 
answers to only about half the questions on the KV1EL even after more than 
two semesters of economics courses. Furthermore, economics instruction appears 
to make little difference in the economic literacy of high school students. All 
this raises questions about the effectiveness and quality of the economic 
education students receive in high schools.3 It is widely recognized that 
economics instruction in high schools is confronted with various problems. 
These problems will be discussed briefly later. 

Finally, the Cronbach alpha reliability was .87 for form A of the 1EL and .82 
for the KVIEL. In addition, the Standard error of measurement (S.E.M) was 
3.06 for the former and 3.10 for the latter. Whatever the reasons may be, the 
KVIEL turned out to be a somewhat less reliable test than the original TEL, 
formA 

Table 12.2 provides percentile nonDS obtained from the students with and 
without economics. Note that a great majority of the Korean students in grades 
11 and 12 were in the with economics group (i.e., about 92 percent), while the 
opposite holds true for the students in grade 10. A student in grade 11 with 
economics who obtains a raw score of 29 on the KVIEL is perfonning at the 
80th percentile. On the other hand, an eleventh grader with economics in the 
U.S. who scored 29 performed at the 82nd percentile (see Soper and Walstad, 
1987). Only 29 percent of the twelfth graders with economics scored more than 
29 in the U.S., compared with 40 percent of their counterparts in Korea. 

The average percentage of correct responses for each item for Korean students 
with and without economics, and the overall item discrimination coefficient are 
shown in Table 12.3. As noted by Soper and Walstad (1987), the item 
discrimination coefficient (corrected item-total correlation) indicates the ability 
of a given question to discriminate between those who know economics and 
those who do not. The closer it is to 1.0, the better the item. In general, an item 
discrimination coefficient below 0.20 may be seen as a poor discriminator. The 
total number of items falling in this category on the KV1EL was 3, compared 
with 7 for the 1EL. 
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TABLE 12.2: Percentile Nonm by Economics Instruction: KVfEL 

Grade 10 Grade 11 Grade 12 
With Without With Without With 

Raw Score Econ Econ Econ Econ Econ 
(N=440) (N=1,079) (N=1,292) (N=230) (N=1,293) 

46 

• 
41 99 
40 99 97 
39 99 95 
38 99 99 93 
37 99 97 98 91 
36 99 96 97 87 
35 99 99 95 96 84 
34 98 99 93 95 80 
33 97 98 90 94 76 
32 96 96 88 91 73 
31 94 96 86 89 69 
30 92 93 83 86 64 
29 89 89 80 82 60 
28 86 87 76 77 56 
27 82 83 71 72 52 
26 77 79 66 67 48 
25 71 76 61 63 44 
24 66 71 59 58 40 
23 61 66 53 52 35 
22 54 58 45 47 32 
21 47 53 40 40 28 
20 41 44 36 36 25 
19 36 38 31 32 21 
18 30 33 23 28 17 
17 25 27 21 23 14 
16 20 24 16 19 11 
15 15 18 12 16 9 
14 10 13 10 12 7 
13 7 9 7 9 5 
12 5 6 5 6 4 
11 3 4 4 4 3 
10 2 2 2 3 1 
9 1 1 1 2 1 
8 1 1 1 
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TABLE 12.3: KVfEL Item Discrimination and Percentage of Correct Response 
Discrimination Overall Without Econ. With Econ. 

Item (N=4,334) (N=4,334) (N=1,309) (N=3,025) 

1 .13 76.7% 73.0% 78.3% 
2 048 46.1 3l.1 52.7 
3 .42 44.0 32.5 49.0 
4 .22 30.8 21.6 34.7 
5 .20 31.8 29.8 32.7 
6 .15 33.8 34.1 33.7 
7 .39 57.7 52.9 59.8 
8 .15 52.4 49.9 53.6 
9 .30 70.0 65.8 71.8 

10 .31 42.8 42.5 42.9 
11 .33 68.9 64.0 71.0 
12 Al 75.0 75.8 74.6 
13 042 64.5 59.1 66.8 
14 .27 51.0 44.7 53.7 
15 .40 63.8 61.9 64.7 
16 .36 70.9 71.4 70.6 
17 .34 58.9 56.0 60.2 
18 Al 55.8 54.7 56.3 
19 Al 76.7 78.4 75.9 
20 .25 35.5 34.7 35.8 
21 .32 64.8 64.7 64.9 
22 .21 34.1 35.2 33.6 
23 .29 44.9 46.8 44.0 
24 Al 47.1 37.9 51.0 
25 .24 31.0 26.7 32.9 
26 .39 87.8 87.9 87.7 
27 .35 47.3 45.5 48.0 
28 045 51.5 44.7 54.5 
29 043 44.1 37.2 47.0 
30 042 67.5 67.2 67.6 
31 .35 41.9 39.1 43.0 
32 .34 33.7 27.3 36.5 
33 .31 4504 42.7 46.5 
34 .38 52.0 50.2 52.8 
35 .25 37.6 33.9 39.2 
36 .45 53.6 49.6 55.3 
37 .37 41.5 3704 43.3 
38 .30 36.7 30.6 39.3 
39 .26 53.5 50.9 54.6 
40 .33 37.3 30.6 40.2 
41 .30 49.0 45.9 50.3 
42 .43 69.9 68.0 70.8 
43 .27 4004 42.1 39.7 
44 .29 46.8 46.4 47.0 
45 .38 70.9 67.5 72.4 
46 .32 39.3 34.9 41.2 
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Table 12.4 represents the percentage of all Korean students responding to each 
of the four options for the forty-six items on the KVIEL and the percentage of 
omitted responses. Of importance is the fact that in some items the proportion 
of students responding to one of the incorrect options was higher than that of 
those students giving a correct answer (items 4, 5 and 25). For the teachers, 
these items appear worth investigating since a substantial proportion of students 
failed to provide a correct answer. 

TABLE 12.4: KYfEL Percentage Response to Each Alternative 

Item A B C 0 Blank 

I 76.7%* 2.2"10 11.1% 9.9% 0.1% 
2 5.9 15.5 32.1 46.1* 0.4 
3 36.0 9.1 44.0* 10.8 0.0 
4 46.8 30.8* 17.1 5.2 0.2 
5 6.9 39.0 21.9 31.8* 0.4 
6 26.1 13.5 33.8* 25.7 0.9 
7 3.6 12.8 26.0 57.7* 0.0 
8 29.3 10.6 52.4* 7.5 0.1 
9 17.4 6.3 6.3 70.0* 0.0 

10 42.8* 8.3 14.8 34.0 0.1 
II 68.9* 6.4 16.4 8.3 0.0 
12 75.0* 6.6 10.4 7.9 0.0 
13 16.3 64.5* 11.6 7.6 0.0 
14 10.5 51.0* 14.2 24.1 0.1 
15 17.1 63.8* 8.0 11.0 0.0 
16 4.9 15.7 8.5 70.9* 0.0 
17 17.2 10.2 13.7 58.9* 0.0 
18 55.8* 33.9 7.3 3.0 0.0 
19 76.7* 11.9 7.0 4.4 0.1 
20 35.5* 7.1 31.8 25.3 0.3 
21 12.9 5.4 64.8* 16.9 0.0 
22 11.7 34.1* 34.1 20.1 0.0 
23 19.8 23.0 44.9* 12.3 0.0 
24 7.3 33.5 47.1* 12.0 0.1 
25 42.3 19.0 31.0* 7.6 0.0 
26 4.0 3.2 4.9 87.8* 0.0 
27 47.3* 34.7 6.7 11.1 0.2 
28 19.1 16.5 51.5* 12.8 0.0 
29 44.1* 28.4 17.0 10.3 0.2 
30 9.9 11.4 11.1 67.5* 0.1 
31 26.9 23.6 41.9* 7.5 0.3 
32 15.2 33.7* 27.0 23.9 0.2 
33 18.4 7.9 45.4* 28.1 0.2 
34 9.1 17.2 21.6 52.0* 0.1 
35 20.6 26.0 37.6* 15.4 0.3 
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TABLE 124: KVfEL Percentage Response to Each Alternative Continued 

Item A B C D Blank 

36 53.6* 22.2 10.2 13.9 0.1 
37 25.2 17.7 15.3 41.5* 0.3 
38 15.2 36.7* 26.2 21.6 0.3 
39 14.3 53.5* 10.4 21.4 0.4 
40 14.1 35.3 37.3* 12.2 1.0 
41 16.0 15.1 49.0* 19.5 0.4 
42 8.2 69.9* 13.5 7.9 0.4 
43 7.5 40.4* 19.9 31.8 0.4 
44 25.3 46.8 14.4* 12.9 0.5 
45 8.9 70.9* 8.0 11.8 0.5 
46 39.3* 5.1 31.7 23.4 0.5 

Note: * denotes correct response. N = 4,334. 

Following Walstad and Soper (1991), Table 12.5 shows the areas of relative 
strength and weakness in student knowledge of economic concepts. The average 
percentages correct were 53 percent for those with economics and 48 percent for 
those without economics. As to the percentages correct for the four major 
Framework concept clusters (see Saunders et aI., 1984, or Chapter 3), those with 
economics perfonned a little better on the fundamental economic concepts (54 
percent) and the microeconomic concepts (55 percent) than on the macroeconom
ic concepts (51 percent) and the international concepts (52 percent). But the 
magnitude of the differences in the percentages correct across the four major 
Framework concept clusters was relatively small, compared with the data for the 
U.S. norming sample (see Walstad and Soper, 1991). 

Looking at the specific concepts within each broad concept cluster, the data 
indicate that students have problems with the fundamental concepts. In 
particular, they seemed to have serious difficulties in understanding the 
"fundamental" concepts of scarcity, opportunity cost, and productivity. It is also 
evident that students were poorly prepared to answer questions on such 
macroeconomic concepts as aggregate supply, inflation and deflation, monetary 
policy, and fiscal policy. Moreover, high school students revealed a relatively 
low level of economic understanding on market failure in the microeconomics 
cluster and comparative advantagelbarriers to trade in the international cluster. 

Interestingly, all these concepts were identified as the areas of relatively weak 
student understanding in the U.S., as well. It can be said, then, that teachers of 
economics courses could enhance economic understanding of their students by 
focusing on these concepts or concept clusters and providing more instruction in 
these low achievement areas. By doing so, they might be able to raise overall 
understanding by a significant degree (Walstad and Soper, 1991). 
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TABLE 12.5: KVfEL Percentage Correct Across the Concept Categories 

Without With 
No. of Economics Economics 
Items (N=1,309) (N=3,025) 

46 All Items 48010 53% 
12 Fundamental 46 54 
13 Microeconomics 53 55 
13 Macroeconomics 46 51 
8 International 48 52 

2 Scarcity 30 41 
3 Opportunity costltrade-offs 28 40 
2 Productivity 42 44 
1 Economic systems 53 60 
2 Economic institutions & incentives 65 71 
2 Exchange, money & interdependence 74 76 

2 Markets & prices 51 55 
4 Supply & demand 59 62 
2 Competition & market structure 67 66 
2 Income distribution 50 50 
2 Market failures 41 39 
I Role of government 38 51 

1 Gross national product 88 88 
1 Aggregate supply 46 48 
2 Aggregate demand 41 51 
I Unemployment 67 68 
2 Inflation & deflation 33 40 
3 Monetary policy 38 44 
3 Fiscal Policy 43 48 

3 Comparative advantage/baniers to trade 42 48 
3 Balance of payments & exchange rates 52 52 
2 International growth & stability 51 57 

Table 12.6 provides some additional descriptive statistics for various groups derived 
from the Korean norrning sample. By and large, the results in Table 12.5 are consistent 
with the a priori expectations. The differences in the mean scores between 
females and males were not of a noticeable size. The higher the grade level, the 
better the mean scores. Those attending general high schools performed better 
than did their counterparts in vocational schools. In general, those living in 
smaller cities showed higher achievement levels than did those living in other 
communities. This can partly be attributed to the fact that the former might have 
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taken an entrance examination for high school and thus received more solid 
training in economics as well as in other subjects. It is important to note that in 
Seoul and in other large cities the 10tteIy system for high school entrance is 
currently at work. As could be expected, the mean scores also tend to rise with 
the mothers' level of schooling.4 Finally, those who wished to go on to college 
perfonned significantly better than those who intended not to. 

Having discussed all this, it is clear that the level of economic education in 
Korean high schools is inadequate and ineffective. There was a relatively small 
difference in economic knowledge between those with economics and without. 
In addition, the students in the with economics group could correctly answer only 
about half the test questions even after at least two semesters of course work, 
indicative of the ineffectiveness of economic education in high schools. Many 
factors are presumed, either separately or in combination, to account for the 
ineffectiveness of economic education in high schools. 

First, the most important factor affecting the status of economic education in 
Korea is a relatively low proportion of economics items on the college entrance 
examination. This is so because economics still remains an underemphasized 
subject in high schools. Currently, economics items account for about I.S 
percent of the total on the college entrance examination. Due to such a low 
proportion of the total scores, students can afford to refrain from studying 
economics. Also, few students show interest in the subject, which they perceive 
as difficult to understand. 

Secondly, the limited amount of instruction time relative to the extensive 
concepts and topics to be covered in the course tends to make economics 
instruction more or less superficial. Many teachers of the subject complain that 
even the most useful instructional materials might not be used because of time 
constraints, although very few supplementary materials for teaching economics 
are available in Korea. 

Thirdly, while the teacher is considered a key factor affecting what is taught 
in the classroom, most teachers responsible for economics instruction seem 
inadequately prepared to teach the subject. The data resulting from the 
nationwide survey of teachers responsible for teaching economics in high schools 
show that these teachers have taken, on average, about 4 economics courses 
before they graduate from college. However, a great majority of surveyed 
teachers (about 81 percent) reported feeling a lack of economic understanding 
(Kim, 1992). 

Finally, professional economists have displayed little interest in economic 
education at the elementary and secondary level. Also, in the "only" textbook 
of the politics and economy course, too many topics and concepts are discussed 
in a superficial, and inapplicable fashion, making the subject even less 
interesting. 
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TABLE 12.6: KVfEL Descriptive Statistics for Various Groups within the Norming 
Sample 

Without Economics With Economics 
Mean S.D. N Mean S.D. N 

Gender 
Females 22.96 5.44 507 24.25 7.05 1,649 
Males 21.80 6.57 802 24.63 8.16 1,376 

Grade Level 
Grade 10 21.98 5.96 1,079 21.40 5.95 440 
Grade 11 23.50 7.02 230 23.06 6.91 1,292 
Grade 12 26.82 8.00 1,293 

Type of School 
General 24.22 6.28 698 25.32 7.84 2,135 
Vocational 19.99 5.23 611 22.27 6.44 890 

Type of Community 
Seoul 22.51 5.59 404 24.60 7.29 622 
Large Cities 21.95 5.98 332 26.30 6.67 723 
Smaller Cities 24.48 6.47 366 26.21 7.56 931 
Rural Communities 18.27 5.02 207 20.24 7.02 749 

Mother's Schooling 
Elementary 20.80 5.90 294 23.01 7.42 812 
Junior High 21.55 6.47 422 24.30 7.43 1,006 
High 23.09 5.66 481 25.51 7.45 950 
College 26.29 6.23 85 26.69 8.66 160 

Going on to College 
Yes 23.16 6.16 1,003 25.07 7.54 2,569 
No 19.19 5.25 296 20.72 6.65 426 

CONCLUSION 

Thus far, economics has been a universal subject in Korea regardless of its 
effectiveness. However, a significant change affecting the status of economics 
will soon take place. Beginning in 1996, economics will be offered as a separate 
course on an elective basis. This means that economics will have to compete 
with other social science courses for the attention of students. Combined with 
various problems noted earlier, the perceived difficulty of the subject relative to 
other social science courses are likely to make it less popular than other social 
science courses as an elective among students. 

With this in mind, it is important, then, to make economics more attractive as 
an elective than other subjects in the social sciences curriculum. Several steps 
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should be taken to achieve this important objective. To begin with, teachers 
responsible for teaching economics should be more adequately prepared to teach 
the subject. Attention should be given to inducing prospective teachers to take 
more economics courses before they graduate from college. Also, deficiencies 
in teacher knowledge from preservice training should be corrected through the 
increased use of workshops and in-service courses. 

Considering the overwhelming importance in economics instruction in Korea, 
a wider range of quality textbooks should be produced so that students might 
have more leeway in choosing the very textbook appropriate for them. In 
addition, quality instructional materials made available are likely to be 
instrumental in attracting student interest and reducing preparation time for 
teachers. Professional economists should assume a more active role in exerting 
pressure for more classroom time for economics and improving economic 
education below the college levels. Taken together, all these actions should lead 
eventually to a significant increase in student achievement levels in economics. 

NOTES 

I am grateful to William Walstad for encouraging me to lUldertake this study and for 
providing me with various backgromtd studies. 

1. As a matter of fact, though in a somewhat limited and condensed fonn, economic 
contents in the textbook of the politics and economy comse are similar to the contents of 
a typical college principles textbook. 

2. The classification of type of commlIDity was made primarily on the basis of the 
nwnber of inhabitants. Thus, large cities are defined as ones with populations of over I 
million, smaller cities with populations of 50 thousand to I million, and rural communities 
with populations of less than 50 thousand 

3. Obviously, regression analysis should be used to account for many other factors 
that might influence the final level of students' performance. 

4. In Korea, mother's level of schooling can be viewed as a proxy for family income 
level or IQ level. 
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CHAPTER 13 

HIGH SCHOOL ECONOMICS 
IN AUSTRALIA 

Kevin McKenna 

In Australia, education is the responsibility of the state governments (there are 
eight, including two territories) and state governments have a strong tradition of 
defending their independence and resisting any attempts by the federal 
government to impose unifonnity. Consequently, there is a wide diversity of 
approaches to educational systems, structures and syllabi. For example, some 
states have seven years of primary school followed by five years of high school, 
where others have six years of primary, four years of high school and two years 
in a separate secondary college. 

About one third of fmal year high school students go on to universities or 
colleges, and in all states the focus of the final years of high school is on 
preparation for competitive entry into tertiary study. Students will nofmally 
study five or six subjects in years eleven and twelve, at least four of which are 
examined rigorously and combined to produce their "tertiary entrance score." 
For example, in Western Australia, there are 70 year-long units available in the 
final year of high school. Only English is compulsory and 28 of these units may 
be counted towards the tertiary entrance score. (The others are for interest or for 
students who do not intend further study.) 
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I. ECONOMICS STUDY 

A student who studies economics at high school in Australia would nonnally 
be expected to spend about one sixth of his time for two years in a reasonably 
rigorous study of the subject. This is far more time than a typical American 
student would spend, but less than a student going for "A" levels in the United 
Kingdom. 

About 25 percent of final year high school students in Australia study 
economics. However, tertiary entrance procedures and the pattern of subjects 
vary considerably from state to state, so there is considerable variation between 
states in the proportion of students taking economics. Currently, between 15 
percent and 30 percent of year-12 students in any state study economics. By 
way of comparison, in 1990 about 21 percent studied history and 17 percent 
studied geography. 

The percentage of students studying economics has been declining over recent 
years. One reason for this, in some states, is that competing subjects such as 
business studies and legal studies have been introduced in recent years. Further, 
with increasing retention rates, more lower-ability students are staying on to year 
12, and economics seems to be perceived as a more theoretical subject than 
alternatives such as history, geography or business studies. 

High school teachers in Australia, as a general rule, have either three or four 
years of tertiary education, with either a three year degree in teaching or a three 
year specialist degree (e.g., Bachelor of Science) followed by a one year Diploma 
in Teaching. First degrees in Australia in disciplines such as science, social 
sciences or arts are three year courses, generally lacking the broader components 
of a U.S. four year course. Economics in junior high school is perceived as an 
arm of "social studies" and may be taught by generalist teachers with degrees in 
history, geography, etc. However, upper school economics is seen as a specialist 
subject and teachers of upper school economics in Australia tend to be relatively 
well trained, with the majority of them having an Economics degree or an Arts 
degree with a major in economics. 

II. THE ECONOMICS SYLLABUS IN AUSTRALIA 

Education authorities in each state set syllabi for the tertiary entrance subjects 
and either assess them through externally set and marked examinations or arrange 
procedures for internal assessment which is externally moderated. In all states 
economics is one of the tertiary entrance subjects. 

Consequently, as in the U.S., there is a multiplicity of high school syllabi. 
This chapter does not seek to give comprehensive details on the economics 
content taught in each state from K-12, but rather to give an outline of the 
current state of economic education. 
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In general, there is very little economics content which is compulsory, even 
in junior high school. In Western Australia, for example, students are given a 
range of choice within subject areas and economics has to compete with other 
social sciences for students. In lower secondary (years 8 to 10) they can choose 
three economics units, where eight units make up one semester's work. These 
are consumer economics (budgeting, credit, loan interest, etc.), introductory 
economics (scarcity, supply and demand, role of government, etc.) and compara
tive economic systems. 

At present syllabi in the various states differ considerably, though there is a 
tentative move towards a standard syllabus. Although state governments resist 
any attempt by the federal government to impose its requirements in any area, 
including education, they sometimes agree to discuss moves towards uniformity 
where this is clearly to their own individual advantage, e.g., uniform labelling 
standards for food. The current move towards uniform syllabi is still in its early 
stages and may well come to nothing. One difficulty in making such a change 
can be seen from an examination of Table 13.1, showing the divergence of 
syllabi for macro-economics in the various states. This table clearly shows that 
some states, such as Tasmania, have a very light syllabus compared to states 
such as Victoria, New South Wales and Western Australia. 

In some states, where the syllabus is structured over two years with year 12 
building on year 11 work, the content and level approaches the equivalent of a 
US. first year college course and students use college texts as references. Topics 
such as crowding out, the pennanent income hypothesis and the basics of 
monetarism are included in some syllabi. These states would come close to 
English 'A' level standard. Other states, which allow students to do only one 
year of Economics for tertiary entrance, do not have such a high standard. 

III. TEST OF ECONOMIC LITERACY 

This disparity between the syllabi of the various states suggests that there 
should be quite a variation in the level of economic knowledge also. This has 
been investigated, using a standard instrument, the Test of Economic Literacy 
(lEL) (Soper and Walstad, 1987). This test is becoming widely accepted as a 
benchmark instrument. Following Walstad and Soper's (1988) investigation in 
the US., Whitehead and Halil (1991) have used the lEL in the UK, and Beck 
and Knunm (1991) translated it and administered it in Germany and Austria 

The lEL has two parts, each of 46 questions, with 15 common items, for use 
in pre- and post-tests. Part A was normed in the US. in 1985 and 1986 with a 
sample of 8205 students from a large, representative cross-section of high 
schools. An overlapping sample of 6570 students was used to norm Part B. In 
the UK, Part A only was normed with a sample of 7549 students from 162 
schools in 1989. In both cases, the samples comprised students from both of the 
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TABLE 13.1: Macroeconomics Syllabi by State 

WA Qld NSW Vic Tas SA 

Circular Flow model Y Y Y Y Y Y 
'leakages/injections' Y Y Y Y Y Y 
national accounts Y Y Y Y Y Y 

GOP Y Y Y Y Y Y 
GNE Y Y Y 
national income Y Y Y 
domestic factor incomes Y 
price indices Y Y Y 

equilibrium Y Y Y Y Y 
components of expenditure Y Y Y Y Y 
pennanent income 0 
ex-post & ex-ante savings & investment Y 0 
multiplier Y Y Y Y N Y 
paradox of thrift 0 0 
accelerator Y Y 0 N 
determinants of consumption Y Y Y Y Y 
determinants of investment Y Y Y Y Y 
inflationary/deflationary gaps Y 0 Y Y 

Business Cycle 
inflation Y Y Y Y Y 
unemployment Y Y Y Y Y 
stagflation Y Y 0 Y Y 
Philips cwve Y 

Gaverrunent economic policies 
economic objectives of government Y Y Y Y Y Y 
links & conflicts between goals Y Y Y Y 

Fiscal policy 
effect on economy Y Y Y Y Y Y 
effectiveness Y Y Y Y Y 
automatic stabilisers Y Y Y 
tax regimes 
public debt Y Y 
PSBR Y 
crowding out Y 0 

Monetary policy 
money supply Y Y Y Y Y Y 
credit multiplier Y Y Y 
determinants of interest rates Y Y Y Y Y Y 
nominal vs real Y Y Y 
operation of monetary policy Y Y Y Y Y Y 
effectiveness Y Y Y Y Y 
basics of monetarism Y Y Y Y 
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TABLE 13.1: Macroeconomics Syllabi by State Continued 

WA Qld NSW Vic Tas SA 

Incomes policy 
objectives Y If Y Y Y 
effectiveness Y Y Y Y Y 

Trade 
comparative advantage Y Y Y 0 0 
tenns of trade Y Y Y 0 
fonns of protection Y Y Y 0 0 
effects of tariffs & subsidies Y 0 0 
effects of quotas Y 0 0 

External policies 
balance of payments Y Y Y 0 Y 
'fixed' & 'floating' exchange rates Y Y Y 
'appreciation' & 'depreciation' Y Y Y 0 Y 
effects of ER on economy Y Y Y 0 Y 
measures to reduce CAD Y 0 Y 
foreign investment arguments Y 0 0 
significance of foreign debt Y 

Growth 
measurement Y Y Y 0 Y 
costs & benefits Y Y Y 0 Y 

Note: Y = required by the syllabus; 0 = optional, students may alternatively study other areas in 
economics (e.g., envirorunentaI economics); N = specifically excluded by the syllabus. 

last two years of high school. In both cases, also, students who were not 
studying economics made up a substantial proportion of the sample. 

This test was used in Australia in 1992 with 939 students from the upper two 
years of high school. Only minor modifications have been made in the test As 
in the u.K., different words were chosen to more accurately depict the same 
concept, e.g., trade union for labor union. The concept tested in the question was 
altered only in one case, where the way of expressing the exchange rate was 
changed from the "price of foreign currencies in u.K. sterling" to the "price of 
Australian dollars in foreign currencies", the more usual mode in Australia. 

It was decided to follow a sampling procedure similar to the ones used in the 
u.s. and the u.K., namely to spread the sample over type of school, location and 
gender. Initially nearly 100 schools were approached and asked to participate in 
the test. Thirty-two schools agreed to take part. Of these schools, 11 were 
private and 21 were public (i.e., government schools). Sample sizes ranged from 
4 students from one small country high school to 112 in a large city school. 
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Students completed the test in September or October, towards the end of the 
academic year and before their final exams. 

As in the US. and UK, students from both year 11 and year 12 were chosen. 
However, it was decided that requiring schools to give the test to students who 
were not studying economics would lower the response rate unacceptably, so 
schools were asked to administer the test only in economics classes. Australian 
results can still be accurately compared with the "with economics" results of the 
other studies. 

In Australia, education through to age 15 is compulsory and the retention rate 
to year lOis 99 percent. However, only 86 percent finish year 11 and by the 
end of year 12 the retention rate has dropped to 71 percent, made up of 66 
percent of males and 77 percent of females (Australian Bureau of Statistics, 
1991). This probably results in the average ability levels of Australian year 12 
students being below that of the UK students, who were studying economics at 
the advanced level, a level which is restricted to the top 25 percent of the ability 
range (Whitehead and Halil, 1991). On the other hand, it may be above that of 
the U.S. final year students included in Walstad and Soper's (1988) sample, 
where there was a broader range of ability levels. 

Another factor in this international comparison is the amount of time which 
students had spent studying economics. The U.S. students sampled had generally 
been exposed to only one semester (half a year) of economics. In Australia, as 
in the UK, most students study economics for two years. The Australian 
sample covered both years, with 40 percent of students being in year 11 and 60 
percent in year 12. Results are given for both years for Australia and the UK 
to see the effect of the extra year of economics study (though this is confounded 
with the extra year of maturity). For the US. the year 12 results generally do 
not reflect the effect of extra study in economics. Comparison with the US. 
results is difficult then, given that UK and Australian students had either twice 
as much or four times as much time spent studying economics as the US. 
students. 

The results from each study, for students studying economics (i.e., ignoring the 
"without economics" groups from the UK and US. samples) are shown in Table 
13.2. It is clear from these results that the Australian students scored, on 
average, 5 to 7 points (10 to 15 percent) higher than US. students in the same 
grade, but about 5 points (10 percent) lower than UK students. This ranking 
is to be expected, given earlier comments about relative ability levels and school 
retention rates. 
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TABLE 13.2: Aggregate Statistics for TEL, Form A, Year 11 and 12 Students 
Studying Economics 

Nation Year Means S.D. N Range 

Australia II 26.90 6.40 368 9-42 
12 3l.l1 7.16 571 1045 

UK 11 31.84 5.82 2,169 9-46 
12 36.87 4.74 1,814 11-46 

U.S. 11 21.26 7.99 2,067 
12 24.04 8.47 2,168 

Source: Whitehead and Halil, 1991, for U.S. and UK data. 

Comparative percentile nonns for students studying economics are given in 
Table 13.3. These expand on the results in Table 13.2. As expected, the U.K 
students outrank the u.s. and Australian students at every level. A comparison 
between the U.S. and Australian students is interesting, though, as in both year 
11 and year 12 the upper scores are very similar, despite the fact that Australian 
students would generally have had more economics teaching. Below the very top 
scores, however, it is clear that Australian students are scoring considerably 
higher than U.S. students in the same grade. For example, a mark of 37 or 
above was scored by the top 3 percent of year 11 students in both countries, 
while a mark of27 or above was scored by 51 percent of Australian students but 
by only 24 percent of U.S. students. 

Looking in a little more detail at the Australian sample, the difference in 
results of Australian students attending private schools compared with those 
attending government schools is given in Table 13.4. While there is virtually no 
difference between government and private schools at the year 11 level, students 
in year 12 at private schools scored significantly higher th~ those in government 
schools. This could be due to a greater emphasis in private schools on 
preparation for the tertiftl)' entrance examination. 

Information was also collected on the sex of students in the Australian sample. 
Table 13.4 also shows an analysis of scores by gender. The small, though 
statistically significant difference in favor of males, is a result which is vel)' 
similar to the U.S. and U.K fmdings (Whitehead and Halil, 1989). 
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TABLE 13.3: Percentile Norms for Students Studying Economics 

Year 11 Year 12 
Score Australia u.s. UK Australia u.s. UK 

46 
45 99 
44 98 
43 99 95 
42 98 99 99 90 
41 97 97 98 84 
40 99 99 94 96 97 76 
39 98 98 92 93 97 67 
38 87 90 96 58 
37 97 97 83 86 94 50 
36 94 95 77 82 92 41 
35 90 94 71 77 90 33 
34 87 93 65 73 87 26 
33 84 91 59 67 84 21 
32 80 90 51 62 81 16 
31 75 88 45 59 78 12 
30 70 84 38 55 75 9 
29 64 82 32 49 71 6 
28 55 82 25 43 68 5 
27 49 76 21 38 64 4 
26 45 73 17 34 61 3 
25 40 70 13 29 57 2 
24 35 67 to 25 53 
23 30 64 8 20 50 
22 25 61 7 17 46 
21 22 57 5 15 42 
20 18 54 4 12 38 
19 13 49 3 9 35 
18 to 45 2 8 30 
17 8 40 6 26 
16 5 34 4 22 
15 3 29 18 
14 2 23 3 15 
13 18 2 12 
12 13 1 8 
11 8 5 
to 5 4 
9 2 2 
8 1 1 

Sowce: Whitehead and Halil, 1989, for u.K. and U.S. data. 
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TABLE 13.4: TEL Scores of Australian Students by School Type 

Year Type/Sex Mean S.D. N P 

11 Private 26.75 6.97 166 
Government 27.02 5.91 202 .68 

11 Male 27.56 6.65 208 
Female 26.03 5.97 160 .02 

12 Private 32.08 6.51 246 
Government 30.37 7.54 325 .005 

12 Male 32.28 7.43 247 
Female 30.21 6.82 324 .001 

IV. INNOVATIONS IN ECONOMICS TEACHING 

In general, economics teaching in Australian high schools follows a traditional 
"chalk and talk" format. The typical upper school student would have five 
classes every week, each of 45 minutes to an hour, over two years. 

Over recent years there have been two major innovations introduced to 
economics classrooms across Australia, the Sharemarket Game and the Managing 
the Australian Economy Competition. In the Sharemarket Game syndicates of 
students invest a notional $50,000 in a selected range of stocks and bonds. They 
buy and sell shares over eight months, aiming to maximize the value of the 
portfolio by the end of the game. It is generally used with year 11 students as 
means of introducing them to fmancial markets and giving them an understanding 
of the operations of the Sharemarket and the investment industry. Further, it 
helps develop analytical skills and promotes decision-making in small groups. 
This exercise is organized and managed by the Australian Stock Exchange with 
a range of additional sponsors. 

The Sharemarket Game was introduced by a West Australian teacher in 1974 
after he had seen a similar exercise running in Scotland with great success. It 
immediately appealed to high school teachers and students and soon became a 
national program. By 1980 some 500 schools were involved. In 1992 a total of 
about 30,000 students from were involved in the Game. 

The other major national innovation in economic education in Australia is 
Managing the Australian Economy, a macro-economic computer simulation 
which is used in a competition for fmal year high school students. Heats are 
held in 35 cities across the country, covering all states. In 1991 over 450 
schools took part (i.e., over 20 percent of high schools in the country). 
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The econometric model behind Managing the Australian Economy is based on 
one developed for the u.K. by Keith Lumsden and Alex Scott of the Esmee 
Fairbairn Research Centre at Heriot-Watt University, Edinburgh (Lwnsden and 
Scott, 1982, 1983-1988). The model was frrst translated to reflect Australian 
economic conditions in 1983 then revised in 1987 (McKenna, Lwnsden and 
Scott, 1988) and again in 1992 (McKenna, 1992). 

Though the Competition involves senior high school students, the econometric 
model is based more on intermediate macro theory, and the package is used 
extensively in university and executive development courses. The model is a 
dynamic growth model with four control variables: government spending on 
goods and services, the average income tax rate, the average sales tax rate and 
the level of interest rates. The model generates the values of 26 other economic 
variables, such as inflation, unemployment, investment, balance of payments, etc. 

Students initially are provided with a manual which explains the economic 
relationships built into the model. It also gives an eight year "history" of the 
economy. This is a set of annual data which has been generated by the model 
for each of the eight years together with a discussion of the policies followed and 
the response of the economy over this time. This data closely resembles that for 
the Australian economy over the period 1984-91. 

Minor complications are added each "year," when students are presented with 
exogenous shocks either constraining their use of the policy variables or affecting 
some other variable in the economy, for example exports. The competition can 
be varied by varying the data for economic conditions at the commencement of 
the start year and by varying the exogenous shocks. The model is sufficiently 
complex so that no amount of practice can produce rules for optimum play. 

The objective is to maximize the sum of a specified welfare function over the 
ten "years" of the simulation. The welfare function varies, but typically involves 
positive points for GOP growth and negative points according to some function 
of inflation and unemployment and, perhaps, budget or balance of payments 
deficits. 

The competition began at Curtin University of Technology in Perth, Western 
Australia, in 1982 with 6 schools, using a much simpler model. In 1984 the frrst 
version of the current model was used, with 10 schools. It has grown consider
ably since then and details of participation are given in Table 13.5. 

In 1985 the frrst national fmal was played using computer and telephone link
ups, with each state fmalist team competing from their own state, all playing 
simultaneously. From 1988 Mobil Oil sponsored the competition, so that the 
eight state fmaIist teams, plus teacherS, are flown to the national capital, 
Canberra, for the national fmal (as well as some entertainment and sightseeing). 
This sponsorship from Mobil Gust under $1 million over six years) has been 
essential to the growth of the competition. The support of the Economic Society 
of Australia has also been a vital factor. 
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TABLE 13.5: Managing the Australian Economy Competition (Number of cities, 
states, and schools) 

Year Cities States Schools 

1984 1 1 10 
1985 5 5 75 
1986 5 5 120 
1987 6 6 140 
1988 12 8 176 
1989 20 8 293 
1990 26 8 375 
1991 26 8 445 
1992 35 8 455 

Heats of the competition are held in July, the middle of the academic year, in 
a number of cities throughout the country, mainly in tertiruy institutions. Each 
participating school sends a team of four students. The competition itself takes 
two hOUTS. There is always a high level of excitement, as the welfare scores for 
all teams are displayed after each round, then the next exogenous shock is 
announced. Members of the winning team at each heat are presented with minor 
prizes, and the team with the highest score in each state wins a trip to Canberra 
for the national final at the Australian National University, as well as a computer 
for their school. 

Success in the version used in 1992 was measured by a welfare function which 
was, for the first few rounds: 

WELFARE = 10 * (C·6*J.2*G-2) - 2 * U2 - INf2 - 10 * Budget Deficit 

To test the students the welfare function was varied several times during the 
fmal. For example: 

So, teams lost points for a Balance of Trade Deficit (BOn, but gained points for 
a surplus. The point to these shifts in the welfare function was not to have the 
students suddenly start manipulating the economy aiming to maximize trade 
surpluses, but to require them to make judgments on trade-offs and to manage 
their economy in the light of these judgments. 

For each of the ten decision rounds the students were also presented with one 
or more exogenous shocks. Sometimes these acted as constraints on decision 
variables, e.g.: 
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One of your Ministers is proven to have connections with the Mafia drug trade 
in Australia and extensive holdings of gold bullion in safety deposit boxes in 
a Swiss bank. 

Opinion polls show that support amongst the electorate has plwnmeted, and 
you lose an important by-election. 
Your Cabinet decides that you must cut income taxes by 4 percent this year. 

Other shocks involved events affecting other economic variables, e.g.: 

Economic development in Eastern Europe accelerates. 
Some foreign investment, previously targeted for Australia, now goes to 
Eastern Europe, so capital inflow into Australia is now $0.5 billion lower than 
otherwise, as is private investment spending. 

In addition, some major Australian COIllpWlies see opportunities in Eastern 
Europe and invest there. This has the effect of reducing net capital inflow a 
further $1 billion. Some of this investment takes the form of Austra1ian 
machinery and expertise, so exports are $0.5 billioo higher than otherwise. 

The primary purpose of using the simulation with students is to stimulate 
interest in, and understanding of, economics, particularly the subject matter of 
macroeconomics. The competition has a second objective, which is to stimulate 
interest in economics as a tertiary course of study and as a profession, and to 
demonstrate to students that economics is an exciting and challenging field in 
which to work. 

Although no evaluation has yet been carried out on the second objective 
(stimulating interest in economics as a tertiary course of study and as a 
profession), informal evidence indicates that it is having a significant effect. 
Experience shows that the national fmalists include many of the best economics 
students in the country. Many of these students, however, are outstanding in 
their other subjects also, and casual surveys of these students indicate that most 
of them intended to go on to study mathematics or science at university. After 
the national final, however, a significant number indicate that they will change 
their university applications and will now enroll in economics courses. 

After the 1991 competition a major survey of high school economics teachers 
was carried out. This survey clearly showed that teachers were very enthusiastic 
towards the simulation: (1) 98 percent of the teachers who participated had a 
positive attitude to the competition; (2) 92 percent described the software as "an 
excellent teaching tool"; (3) 97 percent stated that the simulation "assists students 
to really understand macro economics and to see its application"; and, (4) 91 
percent said it "substantially improved student motivation." 
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V. CONCLUSION 

While economics plays a strong role in education in secondary schools in 
Australia, the number of students it has been attracting over recent years has 
tended to decline slightly. The reasons for this are uncertain, but it is probably 
related to the introduction, in some states, of competing subjects (e.g., business 
education) and to the perception among the increasing number of lower ability 
students that economics is a relatively rigorous subject. 

In Australia the organization of education, including subject syllabi, is a state 
responsibility and the content of the economics syllabus varies widely from state 
to state. Nevertheless, there is core of material which is generally common 
throughout the country. A student studying economics would normally spend 
one fifth or one sixth of his time on the subject for both of the final two years 
of high school. 

It is not surprising, then, that on the Test of Economic Literacy Australian 
students on average score considerably higher than U.S. students. That they do 
not do as well as U.K economics students may be due more to the lower 
retention rates and consequent higher ability levels of the U.K students than to 
any difference in the quality of the teaching. Teachers of upper school 
economics in Australia would normally be expected to have a first degree with 
a major in economics. 

Two major national innovations have been introduced to economics teaching 
in recent years. The Sharemarket Game is played by the majority of year 11 
students in the country as a means of introducing them to concepts associated 
with investment and the stock exchange. The lvhnaging the Australian Economy 
competition is played in over 20 percent of schools at year 12 level, as a means 
of familiarizing students with some of the complexities of macro economics. 
Both simulations are highly valued by teachers who participate in them as 
exercises which motivate and educate economics students. 
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CHAPTER 14 

THE CHANGING FACE OF 
ECONOMICS INSTRUCTION 

IN RUSSIA 

Francis W. Rushing 

One of the most historic events in the last half of the twentieth century was the 
shattering of the Union of Soviet Socialist Republics into 15 independent states. 
Russia has now set forth on a more radical reform movement, attempting to 
create a decentralized market-based economy. The refonns do away with the old 
centralized command institutions. New commercial structures are encouraged 
and some spontaneous market activity has emerged, particularly in Moscow with 
the Kiosks. Market-based trade has expanded within Russia, and between Russia 
and the rest of the world (Lipton and Sachs, 1992). 

Although full of promise, the refonns do not provide immediate success. The 
transition brought about higher unemployment, increased uncertainty as to the 
availability of economic inputs, declining outputs, and continuing shortages of 
food, shelter, and clothing. Russia's fmancial conditions have led to rapid 
(almost hyper) inflation, which threatened the potential for full democracy and 
the transition to a market economy. The absence of good data, and the confusion 
over a steady stream of new laws and revisions of laws, make an assessment of 
the progress of the refonns difficult, providing ideal conditions for critics to 
question the wisdom of the· entire process. The opposition to the refonns has 
been centered within the parliament, which is composed of many hard-liners who 
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seem intent on slowing, if not reversing, the transition to a market economy. 
These conditions led David Lipton and Jeffrey Sachs (1992) to write: 

Many observers are deeply pessimistic about Russia's long-tenn economic 
prospects. They fear that the refonns initiated this year [1992] simply cannot 
be sustained. A nwnber of reasons are offered. Some claim that the short-tenn 
dislocations of the economy are so great as to guarantee a political backlash or 
even social explosion. Others claim that Russia's distinctive history and the 
character of its people will prevent the efficient operation of a market system. 
Our 0\\-11 concerns lie elsewhere: with the risks for political instability as a 
result of the partial nature of Russia's political and institutional reforms. 
(p.249) 

Although the old order has collapsed, a new order is slow to evolve. There 
is no road map to provide the Russian leaders with directions for going from a 
command system to a market system. Indeed there is little real enthusiasm by 
many of the government officials to take the trip at all. Events, however, seem 
to have closed the road back to Communism, and now transforming the economy 
into some form of market-oriented system is the most likely choice. This chapter 
will look at one aspect of the transformation: preparing the Russian people to 
become full participating members of a market economy by learning how the 
market works and how all individuals are important in their roles as producers, 
consumers, and citizens. The chapter will focus on what is happening in Russia 
in teaching about the market, and will explore various strategies for putting 
economic education into the curricula of the pre-university institutions. 

Section I will describe the organization and curriculum of the former Soviet 
Union's educational system, since it is the foundation of the now evolving 
Russian educational system. Section II will explore what evidence there is about 
the attitudes of the Russian people toward a market system, and whether or not 
the attitudes may be barriers to implementing economic education programs in 
Russia. Section III discusses the kinds of programs and the concepts which 
should constitute the core of an economic education curriculum. Section IV will 
explore how the curriculum might be taught, and how to prepare the instructors 
to be effective implementors of the curriculum. The next section (V) describes 
what economic education activities are occurring. The conclusions in section VI 
will summarize some of the key points made in the chapter, and discuss some 
of the problems and prospects of economic education in Russia. 
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I. THE EDUCATIONAL SYSTEM OF THE USSR: THE POINT OF 
DEPARTURE FOR REFORMS 

The rationale of the old Soviet system had been one of functional education, 
designed to integrate individuals into productive work and occupational roles in 
employment (DeWitt, 1980). The Soviet leadership had perceived that 
specialized education was the most effective means of fostering the productive 
contributions of the individual for the good of the system. Students had four 
options upon completion of the ninth grade. They could continue in the upper 
secondary level of the general education day school. This was the path most 
students pursued who desired and were qualified to enter institutions of higher 
education. A second option was for the student to enroll in a specialized 
secondary school, where the student was provided with two to three additional 
years of specialized training after completing the fmal two years of the required 
curriculum. Vocational-technical schooling was a third option. In these schools 
the students completed the required curriculum and received occupational training 
for positions as skilled workers in a variety of specialties. This program might 
take three to three and one-half years to complete. Finally, the youths might 
enter the workforce or become homemakers. These persons had the opportunity 
to attend evening classes or take extension courses to earn the equivalent of the 
general education curriculum (Ailes and Rushing, 1991). 

One of the distinguishing features of the old Soviet educational system was 
that it attempted to provide a universal and relatively uniform curriculum for all 
Soviet youths up to the completion of the secondary school process. This 
curriculum was the last in a series of educational reforms that occurred in the 
Soviet Union after the second world war. The Soviet educational curriculum had 
several features which are important to note. First, the curriculum was uniform 
in content and in presentation. Secondly, it had far more math and sciences and 
languages than one would fmd in the typical U.S. school system. This reflected 
the Soviet belief in preparing students for the work force, which would require 
math and scientific knowledge. Languages were important, first to establish a 
national language - Russian - in a union with many different nationalities and 
languages, and secondly, to prepare the best linguists to function in a multilingual 
world. 

Another contrast with the typical U.S. curriculum was the number of hours 
devoted to the social sciences. Social studies appeared in the 10th and 11 th 
grades but only for 2 hours per week at most. History was important in grades 
5 through 11, and focused on the history of the Soviet Union and its antecedent 
- the Russian Empire. Geography was fairly prominent in grades 6 through 10, 
and was one of the disciplines where "economics" was taught. One has to be 
aware that Marxian ideology and party dogma were infused throughout the 
curriculum, but were taught to legitimatize the regime and not to prepare 
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individuals for economic analysis and decision-making (Ailes and Rushing, 
1991). 

Beatrice Szekely noted in 1987, upon reviewing the new social studies 
curriculum, "The two-year social studies course teaches a blatantly ideological 
curriculum that interprets social reality from the Marxist-Leninist perspective of 
the current Communist Party leadership with underpinnings of social science" (p. 
5). This analysis is supported by the content topics in the curriculum: 
"Imperialism-Monopoly Capitalism. The General Crisis of Capitalism"; "The 
Spiritual-Intellectual Culture of Socialism"; and "The Individual in Socialist 
Society: Nurturing the New Socialist Man" (Kondakov, 1987). 

History in the Soviet curriculum spanned grades 5 through 11. A look at the 
curriculum, however, shows that history, like social studies, was presented to the 
Soviet student from the Marxist-Leninist interpretation of history, i.e., dialectic 
materialism. All history - Russian, European, and world - was subject to the 
Marxian dialectic. For instance, topic 3 in grade 6 was "The Establishment of 
a Slave-Owning Order in Ancient Egypt"; topic 7 was "Aegean Greece and the 
Origins of Classes Among Greeks"; in grade 9 the content included "The 
Development of Capitalism and the Shaping of the Industrial Proletariat in 
Russia, 1860's-1890's"; in the eleventh grade "The USSR's Economic Develop
ment" filled the history classroom hours. A significant aspect of the history 
content was the economic interpretation of history embodied in it. The Soviet 
teacher was not to teach the students how to analyze or interpret history, but 
students were to learn it as the book presented it without questioning its factual 
or political correctness (Soviet Education, 1987a). 

The geography curriculum in grades 8 and 9 had the role of geographical 
science in addressing the country's economic and social challenges. In grade 9 
the topics turned to a general description of the economy, including the 
geography of the most important interbranch complexes and branches of the 
economy, such as machine-building, fuel, the agri-industrial complex, the 
consumer and service sectors, and transport. Thirty hours of class time were 
devoted to instruction in the economic and social geography of the Union 
republics and major regional subdivisions. In these hours the students were 
taught about the economic features of the major regions, and finally about the 
economic development and the social progress of the Soviet Union. 

The 10th grade focused on the "economic and social geography of the world." 
This was virtually a new course in the reformed geography curriculum of 1984-
86, and focused on the geography of global natural resources and ecological 
problems. The instruction included descriptions of socialism, capitalism, and 
three socioeconomic country systems (socialist, developed capitalist, and 
developing). Four countries were examined separately - China, Japan, the 
United States, and India (Soviet Education, 1987b). This instruction consisted 
of descriptions of various economic systems, without any in-depth discussion of 
the theoretical underpinning for the systems. 
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The curriculum was designed to make the student familiar with the structure 
of the Soviet economic system as directed by the planners and the party. The 
curriculum focused on facts, not analysis; rote, not thinking; and taught by 
instruction, not discovery. These instructional characteristics applied to the other 
disciplines as well. 

One feature of the old curriculum stands out as important with respect to the 
future of economic education. The science and math curricula were both spiral 
and integrated across disciplines. For instance, if one looks at biology, physics, 
and chemistry, they were taught at multiple grade levels and in most years 
concurrently. A review of these curricula by a team of U.S. experts led them to 
conclude that the Soviets had effectively provided their students with the 
discipline content at appropriate grade levels, and had used the concept of 
building blocks within the discipline. These blocks were then utilized at the 
appropriate time in other scientific disciplines (chemistry and physics). 
Mathematics curricula manifested similar characteristics and were also integrated 
into the sciences (Ailes and Rushing, 1989). One might ask if this approach in 
the old Soviet curriculum will make infusing market-oriented economics into the 
curriculum of Russian schools more or less difficult. 

The curriculum described above has been undergoing changes since the 
breakup of the Soviet Union, although some important changes had already been 
initiated prior to the breakup. The most important changes were to provide the 
regions and the local schools greater autonomy over a portion of the curriculum, 
particularly what is known as the electives. A revised state basic curriculum was 
introduced in 1990. This curriculum retained a core for all Union Republics, but 
permitted the republic levels to design the elective and specialized courses as 
well as the optional and extra classes. In addition, this curriculum reduced the 
number of hours and encouraged greater diversity in methods of instruction as 
well as content (USSR State Committee, 1990). This general direction of 
educational reform has continued since 1990, and in fact there is evidence that 
even more of the Russian curriculum is determined at the local district and 
school levels than in 1990, particularly in cities like Moscow and St. Petersburg.! 
Decentralization of educational decision-making seems to be paralleling the 
trends in the economic and political arenas. 

II. HISTORICAL ATTITUDES AND BEHAVIOR: ARE THEY ROAD
BLOCKS TO TEACHING MARKET ECONOMICS? 

In a Washington Post article, Peter Reddaway (1992) declared that shock 
therapy cannot work in Russia because the Sovietized political culture is so 
unsuited to free markets, entrepreneurship, privatization, and the rule of law that 
it will take a decade or two to overcome this culture even with sustained 
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assistance from the West. Can this be true? Is Russia's past to be a principal 
barrier to developing private markets in the future? 

Robert 1. Shiller, Maxim Boycko, and Vladimir Korobov have undertaken 
some interesting research on differences in attitudes between the former Soviet 
Union and the United States; they extended the study to Russia, Ukraine, and 
East Germany of the former Soviet block, as well as Japan and West Germany. 
The initial research consisted of telephone interviews with individuals living in 
Moscow and New York. These interviews focused on the respondents' attitudes 
toward and understanding of markets, the functions of prices, and income 
equality. The second stage expanded the scope to include economic behavior as 
well as opinions, and greatly expanded the sample in terms of numbers and 
geography. 

The first survey was taken when the Soviet Union was still intact but had a 
declared intent to move toward a market-like economy. The findings are quite 
interesting with respect to the Reddaway hypothesis. According to Shiller, 
Boycko, and Korobov (1991) 

Soviets appear to be no more concerned with fairness of prices than U.S. 
citizens. Fw1her, Soviets appear to be no more concerned with income 
inequality, and they appear to have the same or even [a) stronger appreciation 
of [the) importance of incentives .... We did find some evidence that there is 
such a resistance toward exchange of money and less wann attitudes toward 
business; we found also that there may be more of a concern that the 
government may later nationalize private enterprises. This evidence is of great 
concern in assessing the long-nm outlook for the level of prosperity of the 
Soviet Union. Still, these differences do not seem so large as to be considered 
the prime suspects in the annoyingly tangible and inunediate problems of 
today, like that of the soap shortage. (p. 399) 

The lack of significant differences in the responses to many of the questions 
in the Moscow and New York survey may result in part from a lack of economic 
understanding on the part of the Americans. A Gallup poll has revealed that 
Americans are not very informed about the workings of their own economy, even 
though they have grown up under the market system (Walstad and Larsen, 1992). 

The second study by Shiller, Boycko, and Korobov (1992) was more 
complicated, as it attempted to distinguish between attitudinal and situational 
factors as guiding people's behavior. Attitudinal factors relate to psychological 
traits, personality, and culture while situational factors relate to people's 
perceptions of their economic situations. Situational factors include institutions 
that affect people, their economic expectations, and their expectations about how 
other people will react to their own actions. The authors conclude that 

... attitudinal factors are less important than situational factors in influencing 
how successfully ex-communist countries will make the transition to market 
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economies. The biggest obstacles to a successful transition do not seem to lie 
in the basic attitudes and psychological traits held by people in the ex
cormmmist countries.... Our research has consistently confinned that some 
problems worthy of concern exist for the ex-communist economies of Russia 
and Ukraine. These problems are situational, not attitudinal. People trust 
cwrent institutions relatively less in the ex-communist countries and are less 
likely to expect their own efforts to succeed. Because of these problems, 
Russia and Ukraine exhibit a tendency for short-tenn outlook and behavior. 
(pp. 179-180) 

The authors conclude that these situational barriers will gradually fall as a kind 
of "social osmosis" occurs, i.e., as people learn by observing what others are 
doing. Assumptions upon which decisions are made change at varying speeds: 
rapidly through migration to a capitalist country, but more slowly as relationships 
and behaviors change within a country. What is somewhat striking is that the 
authors did not suggest that the social osmosis might be accelerated in Russia by 
combining economic education with the government's creation of legal and 
judicial systems to produce a fertile environment for private enterprise. As 
people observed how the system works, the process would accelerate. 

It should be noted that there have been significant changes in Russia. For 
instance, through January of 1992, 8,900 smaIl-scale privatizations had occurred; 
the number of joint ventures had risen to 5,000; and there were 600 conunodities 
exchanges operating. The share of the labor force in private organizations, joint 
stock companies, leased enterprises, and joint ventures rose from 5.8 percent in 
1990 to 10.4 percent in 1991 (Lipton and Sachs, 1992). If the privatization 
process accelerates, the "social osmosis" will also. 

How can economic education help accelerate the process? Gunnar Knapp 
(1993) of the University of Alaska-Anchorage reports on an experience of 
teaching economics to a group of 34 Russian students between the ages of 17 
and 20. The intensive course in "Fundamentals of Market Economics" was one 
week in duration. The students attended the Magadan International Pedagogical 
University in Magadan, Russia Professor Knapp used some of the same survey 
questions used in the Shiller et al. survey of Moscow and New York. What is 
interesting about the responses of the survey is that the answers by the Russian 
students and the University of Alaska economics students were different from the 
responses of the general populations of Moscow and New York. For instance, 
on the question "On a holiday, when there is a great demand for flowers, their 
prires usually go up. Is it fair for flower sellers to raise their prices?" the four 
groups responded as follows: 
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Group Yes No 

New York: general population 32% 68% 
Moscow: general population 34% 66% 
Magadan students 78% 22% 
Anchorage students 94% 6% 

The preliminary analysis of the student responses to the questions suggests that 
economics students in both countries are considerably more sympathetic toward 
market mechanisms than the general populations of Russia and the United States, 
and may be more receptive to the transition to a market system because of less 
indoctrination in the past. A second, and perhaps equally important, hypothesis 
is that instruction in economics may change attitudes as well as enhance 
knowledge. Even though these are university-age students, one might extend the 
generalization to the secondary-age students in Russia 

A survey in January 1992 on Russians' attitudes toward private ownership and 
privatization by Irina Boeva and Vlacheslav Shironin lends further evidence to 
the notion that the youth are more disposed toward economic reform than the 
population in general, even though the majority of the sample support the 
fundamental actions to transform the economy (Lipton and Sachs, 1992). Table 
14.1 shows these conclusions. 

Question 1 presents a clear inter-generational contrast. In the over-59 age 
group, over fifty percent still see state ownership as the best way to run a 
business, in contrast to sixteen percent of the under-30 group. These data should 
be encouraging to educators who hope that their economic instruction will not 
have to overcome strong prejudices against market economics. 

Another interesting research project was conducted surveying high school 
students from Beijing, China and northern California (Shen and Shen, 1993). 
The students were surveyed on knowledge, attitudes, and values. The authors 
observe that the Chinese students appeared to be capable of applying their 
observations from the real world to modifY their outdated and ideologically 
constrictive classroom instruction. The study also showed that Western economic 
ideas, although generally not sanctioned by the Chinese leadership, have a hold 
on student thinking and have (among the youth at least) spawned attitudes and 
values which are receptive to private enterprise systems? 

The fmdings have relevance in the context of the Russian case, in that once 
again there is evidence to refute the general assumption that there are inherently 
negative and insurmountable attitudes toward markets in countries that were 
previously Communist. Secondly, it tends to support the observation that youth, 
both Russian and Chinese, are receptive to transforming their economies to be 
more market-oriented. Finally, there is some evidence, although not strong in the 
above studies, that teaching economics can impact on values, attitudes, and 
knowledge, particularly among youth. 
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TABLE 14.1: Russian Attitudes Toward Private Ownership and Privati7ation: 
January 1992 (Responses in Percentages) 

Age Group 
Total 

Question Under 30 30-59 Over 59 population 

1. State ownership is the best way 16 32 52 31 
to run a business. 

An enterprise is best run by 82 64 43 65 
entreprenems producing goods 
people want. 

Don't know. 2 4 4 4 

2. What effect will the following 
have on your own family situation 
if7when the government: 

a Sells state enterprises to private 
owners? 

Better off 75 57 37 58 
Worse off 11 24 40 23 
No difference 12 16 22 16 
Don't know 2 2 2 2 

b. Allows foreigners to buy 
shares in state enterprises? 

Better off 70 52 26 52 
Worse off 15 28 50 29 
No difference 13 14 20 15 
Don't know 2 5 4 4 

c. Allows most fanning to be 
done by private owners or 
on private land? 

Better off 86 75 61 75 
Worse off 5 11 19 11 
No difference 8 12 17 12 
Don't know 1 2 2 2 

Source: Lipton and Sachs, 1992, p. 252. 
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III. WHAT SHOULD THE ECONOMIC EDUCATION PROGRAMMING BE? 

The American experience can be helpful in considering the question of what 
economic concepts should be included in Russian pre-university economic 
education. The Frameworkfor Teaching the Basic Concepts (Saunders et aI., 
1993), which has evolved over the last 15 years under the auspices of the 
National Council on Economic Education is a useful guide and resource for an 
economic education initiative in Russia.3 The Framework is generally accepted 
by economists and educators in the United States and has been widely adopted 
as a guide to what to teach in economics. However, it must be adapted carefully 
to the learning environment in Russia because the experiences that the Russian 
student brings to school are different. A list of economic concepts for a 
beginning program is suggested in Table 14.2 below. 

American students experience the market economy from a very early age, 
whereas the Russian student will require another approach. For example, many 
Russians typically put much more emphasis on equity and security than 
Americans and view competition with suspicion if not with some condemnation. 
Prices are typically considered solely as a method of distributing goods to 
consumers, and most feel that they should be used to ensure that everybody gets 
their fair share. In the Russian experience most of what is produced faces a 
seller's market, and there is little recognition that competition can result in lower 
prices and better quality products. Much of Russian business is conducted on a 
basis of personal favor or patronage, and the idea of an impersonal market that 
allocates without discrimination is not typically understood.4 Because of these 
differences, a very careful groundwork must be laid for teaching about markets 
and prices. 

TABLE 14.2: Basic Concepts for an Economic Education Program for Russia 

1. Scarcity 
2. Opportunity Cost and Tradeoffs 
3. Economic Resources, Including Entrepreneurship 
4. Productivity, Savings, Investing, Capital Fonnation 
5. Economic Institutions (Private Property) and Economic Incentives (Wages, Profits) 
6. Specialization 
7. Exchange, Money, and Interdependence 
8. Markets and Prices 
9. Supply and Demand 
10. Competition and Structure of Markets 
II. Income Distribution (Relationship Between Income and Resource Productivity) 
12. Government 
13. Inflation, Unemployment 
14. International Economy and Trade 

Source: Modified from Saunders et al., 1993. 
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The fundamental economic concepts as they are set forth in the Framework 
might be included as the starting point for any economic education program. 
Understanding of scarcity, choice, and opportunity cost lays the foundation for 
the subsequent development of both micro and macro concepts. The universal 
condition of wants exceeding the resources necessary to satisfy them, and the 
consequent necessity of making choices, is certainly in the Russian students' 
experience. With this starting point, students will explore the nature of economic 
wants, limited productive resources, and rational decision-making. Effective 
decision-making requires consideration of opportunity cost, tradeoffs, and 
marginal ism. Concrete student-centered activities can develop this understanding 
among students as they relate these concepts to their own experiences. 

Understanding production that is necessary to satisfy wants entails consider
ation of specialization and division of labor, productivity, investment in both 
physical and human capital, and technology. The concept of investment is 
especially important, and the students will need to understand that the first step 
toward capital formation and enhanced production is saving. Savings and 
foregone current consumption are necessary for future increases in productivity. 
Appreciating the crucial role of incentives where individuals are free to make 
their own decisions is important to understanding how markets work. Workers, 
conswners, producers, savers, and investors are all motivated to be productive by 
the incentives inherent in a market system. 

Specialization in production necessitates exchange, interdependence, and the 
need for money. Students will understand that free exchange benefits both 
parties to the transaction and that one person's prosperity does not subtract from, 
but may benefit, others. The importance of financial institutions and a sound 
system of money will also be part of the students' fundamental understanding. 

Microeconomic concepts as they are outlined in the Framework should 
comprise a large portion of the curriculum in economics for several reasons. 
Because markets and competition are largely outside the experience of most 
Russian students, these concepts will take considerable time and effort to 
develop. Also, the economic transformation taking place in Russia makes an 
understanding of these micro concepts by citizens crucial to their participation 
in it. Students will need an understanding of supply and demand, equilibrium 
prices, and the roles of relative prices. The basic concepts can be related to 
street markets, but the role of prices as decision infonnation between consumers 
and producers, in the allocation of resources, and in achieving flexibility is less 
apparent. A discussion of market structures will naturally follow. Among the 
micro concepts that should receive special emphasis are the roles of relative 
prices, the entrepreneurial function, and the function of profits. 

Of particular importance is the introduction to the Russian student of the role 
of the entrepreneur in the dynamics of an economic system. Future growth will 
depend to a large measure on activating the entrepreneurial spirit, which has been 
suppressed during the Soviet era. The entrepreneur is one of the factors of 
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production in contemporary economics, and entrepreneurship should be integrated 
with the other concepts associated with the generating of ideas for new goods 
and services and combining the resources necessary to get them to the 
marketplace with prospects for making a profit. The concepts associated with 
entrepreneurship should be taught in the context of economics, but be distinct in 
the treatment of the role of the entrepreneur in the dynamics of an economy. 
Also, the students should have their creative senses stimulated and learn about 
risk-taking, gain-making, failure, and success (Kent and Rushing, 1991). The 
Russians have begun to research the characteristics of the Russian entrepreneur, 
not only developing case studies, but also relating the role of the entrepreneur to 
job creation and economic growth (Dynkin, 1993). 

In this initial effort, macroeconomic concepts should be pared to a minimum. 
There is a danger of overloading teachers and students so that the entire learning 
experience is jeopardized. At this stage in the Russian economic transformation, 
micro concepts are more relevant. However, it will be necessary to develop 
some understanding of inflation, unemployment in structural changes, and the 
international economy. 

IV. IMPLEMENTING AN ECONOMIC EDUCATION CURRICULUM 

The initiation of an economic education program in Russia should begin with 
a limited number of fundamental concepts; the concepts should be taught and 
retaught in a spiraling fashion throughout the grade levels; they should be taught 
as content with assigned hours in the curriculum and be infused in a meaningful 
way with other content, especially history, geography, math, social studies, and 
career training. The method which has the greatest promise of success under the 
current socioeconomic conditions and the traditional curriculum would be 
experience-based instruction. 

Research in the United States has shown that the content, grade level, and 
method of instruction of economics is important to the learning outcomes of the 
educational process. This is especially true in Russia for the following reasons. 
First, both the student and the instructors have never lived within a market
oriented society. Second, there is no contemporary economics in the curricula 
of the country. Third, there are no indigenous student or teacher materials from 
which the curriculum can be taught (although some translations of foreign 
materials are being introduced; these are discussed in the next section). Fourth, 
there is no cadre of teachers who have been trained in contemporary economic 
concepts or their application at the personal or societal levels. 

A number of researchers in economic education have reported that students 
can learn economic concepts beginning at the pre-school ages.5 What seems 
mandatory in the case of Russia is that the student be introduced to the 
fundamental concepts early in his/her formal education. The literature further 
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shows that the student can have the sophistication of those early concepts 
expanded, and new and more complex fundamental and microeconomic concepts 
can be introduced as the student goes through what would be grades 5 through 
9 in the old Soviet educational structure. 

Finally, the content of the General Secondary, Specialized Secondary, and 
Vocational-Technical curricula should incorporate not only microeconomic 
concepts but also some instruction in international economic interaction, 
entrepreneurship, and perhaps for those entering the work force, some consumer 
economics or personal decision-making. 

The actual number of hours devoted to the specific content of the curriculum 
at each grade level will have to be determined by those revising the Russian 
curriculum. Since more of the curriculum hours will be determined at the local 
level, the decision should be based upon their own educational objectives and the 
unique socioeconomic profile of the students. It seems reasonable for economics 
to appear first in the model curriculum in grades 1-4 for perhaps 1 hour per 
week. These hours should increase during grades 5-9 to ensure universal 
exposure to market concepts before students diverge onto various paths after the 
incomplete secondary grades. 

Economics should not be thought of as a stand-alone course at one grade level 
or another, but rather taught at all grade levels with considerable infusion into the 
other social studies, particularly history and geography. This approach would be 
consistent with the historical interfacing of disciplines across grades and courses 
in the fonner Soviet Union. What it does come into conflict with is the research 
in the United States which shows that students learned more economics when 
taught in a stand alone-course called "economics" in the curriculum (Walstad and 
Soper, 1991). Many economic educators have felt intuitively that infusion of 
economics across the curriculum should yield significant learning outcomes. 
This hasn't happened in the United States, perhaps because the U.S. educational 
curriculum is so structured that neither the teacher nor the student pays much 
attention to concepts of the infused discipline within the core subject area. The 
Russian teachers and students have had much more experience in cross
fertilization of ideas, particularly in math and science. Perhaps Russia will 
provide a new experiment in the impact of infusion of economic concepts into 
other disciplines. 

Given the conditions described above, it can be argued that one of the most 
effective means of teaching economics is through experience-based instruction. 
Arguments for this approach are not new in the literature on economic education 
in the United States (Kourilsky, 1974). However, they take on new significance 
in the context of newly budding market economies. The students would need the 
hands-on aspects of experience-based instruction in order to put the economic 
concepts within a context or structure. The teacher would fmd that such an 
approach requires less in the way of printed student materials; it would also 
pennit novice economics instructors to reinforce their understanding of how the 
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concepts interrelate with the whole. Teachers can learn from their coordinators 
how to conduct an activity and how to debrief the students to ensure that the 
learning objectives are achieved. This approach also is more concrete for both 
the teacher and the students. 

One instructional program which demonstrates this point, and which has 
potential for introduction in Russia in the pre-secondary grades, is that of the 
Mini-Society and KinderEconomy (Kourilsky, 1974 and 1992). These programs 
have been quite successful with early learners, and achieve a whole variety of 
positive learning outcomes - economic concepts, self-assurance, entrepreneurial 
characteristics, cost-benefit analysis, mathematics, how to start and run a business 
- in other words, the fundamentals of a market economy plus critical thinking 
skills. This approach might be a conceptual framework for instructional 
materials designed by Russians for Russians in grades 5-11. 

Other programming might be reviewed for adoption or adaptation in the 
schools. This would include simulations, either in game fonn or on the 
computer. (However, one should be aware that the typical Russian school will 
not have access to computers for a number of years.) One of the best sources 
of materials would be the series of curriculum guides that have been developed 
by the National Council on Economic Education.6 This series has many 
activities to teach a number of concepts, and they are designed for different grade 
levels (principally at the 5-12 levels in the United States). These activities would 
have to be adapted to the local realities to ensure relevancy for the Russian 
student. One effective teaching activity is having the students set up and operate 
a business. This can be done at any grade level, as demonstrated by the Mini
Society program. 

Teacher and student materials are being developed from scratch in Russia. 
Even though translation of Western materials is occurring, it is only a stop-gap 
approach until indigenous materials can be produced. Textbooks were unifonn 
in the old system, and curriculum refonn required a complete new set of 
textbooks. For instance, the 1984 reforms still did not have new textbooks for 
all content areas when the USSR was dissolved. The reality of the absence of 
economics course materials almost requires a greater dependence on activities
based instruction than would be true under alternative conditions. The country 
will undoubtedly have to establish curriculum designers and textbook writers to 
complete the process of making economic education available to all Russian 
students. 

Where will the instructors come from to teach a new economics curriculum? 
The best parallel to the conditions facing the transfonnation of education within 
Russia is the period in Soviet history (the early 1930s) when universal education 
became the announced goal of the Communist Party and the central government. 
At frrst those persons in society with any education were directed into the 
classroom, even when they had little more knowledge than their students. 
Secondly, the government set up a network of pedagogical institutes to train 
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teachers and began to entice, cajole, or direct bright students (mainly female) into 
these institutes as the future teachers of Soviet children. Thirdly, the government 
provided extensive in-service training to teachers when the curriculwn changed.7 

It would appear that for the near tenn, in-service training would be the stop
gap approach. When the new math-science curriculwn was adopted in 1984-85, 
all math and science teachers were required to attend workshops to go over the 
new curriculwn and to be trained for its implementation. The main difference 
between that situation and the development of economic education programs is 
that those teachers were already well- trained in their disciplines. The workshops 
for teachers of economics would have to begin with instruction in the fundamen
tal economic concepts. These concepts could be taught using the same instruc
tional materials the teachers would eventually use in the classroom. This would 
be the beginning of "operation economic education" and would not be ideal, but 
it would be a beginning during a period of transition in the educational system. 
Eventually, contemporary economics would be a content area in the pedagogical 
institutes and universities, and teachers would learn both their discipline and their 
pedagogy prior to entering teaching. 

v. THE INTRODUCTION OF ECONOMIC EDUCATION PROGRAMS: A 
BEGINNING 

The introduction of privatization to the Russian economy has generated a 
broad interest in business education (as opposed to economic education). The 
consequence has been the establishment of a variety of "Business Schools," most 
of which are private and charge their "students" for instruction. Unfortunately, 
many of them have staffs with neither a basic knowledge of modem business 
practices, nor an understanding of the private enterprise system. As O.S. 
Vikhanskii (1991) states: 

It must be pointed out that literally only a handful of people in the entire 
country have a fairly adequate grasp of modem business and management, and 
only a few are able to not only discuss it but also teach it....And yet in this 
situation we have hWldreds and perbaps thousands of business schools, and 
their number is multiplying constantly .... Beyond all doubt, any normal person 
would find it absurd if engineers were to undertake to train physicians or 
artists. (p. 38) 

Vikhanskii is somewhat kinder in his analysis of the Moscow State University 
School of Management, with its programmatic emphasis on the market economy 
and entrepreneurial behavior; however, he emphasizes the need for quality 
programs which will require time and considerable assistance from the West. 
Unfortunately, many teachers have enrolled in the fIrst type of business school, 
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believing they would be prepared to teach the economics of private enterprise in 
their classrooms. Fortunately, some help has come from foreign economic 
educators. 

Since 1990, many Western organizations and individuals, particularly from the 
United States, have become involved in the attempt to assist the Russians in the 
transition to a market system. Perhaps the most influential and financially 
committed organization is the Soros Foundation, which has funded economic 
programming for pre-college education. They have done so in partnership with 
U.S. organizations, such as The National Council on Economic Education and 
Junior Achievement. In addition, Soros has funded a competition for developing 
innovative curricula manuscripts for elementary, secondary, and post-secondary 
schools. The Soros project involves both Russian and Western experts seeking 
to develop new curricula and to identify and translate Western textbooks. 
Economics is among the disciplines in the project. 

The Soros Foundation has many centers throughout the former Soviet Union. 
Perhaps the most relevant for our discussion is the Russian-American Center for 
Economic Education, established in Moscow in 1992 to provide leadership for 
continuing programs in Russia. Two of the partners, The National Council on 
Economic Education and Junior Achievement, have conducted workshops in 
Russia, and each is seeking other partnerships to get its materials into the hands 
of Russian students. Both are following the economic education strategies they 
pursue in the United States. 

As of mid-I993, The National Council on Economic Education has conducted 
four economic education workshops for teachers, teacher trainers, and school 
administrators in Moscow, St. Petersburg, Nizhiny Novgorod, and Novosibirsk. 
About 200 people have been trained in these workshops. ]ne workshops were 
two weeks in duration and focused on the content of economics and the methods 
of teaching economics in primary and secondary schools. The American 
instructors were paired with Russian instructors so that trainers of trainers were 
also being produced through the conducting of the workshops. The Soros 
Foundation and National Council goal is to create at the center a whole cadre of 
Russian trainers who will then create centers throughout Russia, staffed with 
knowledgeable and well-trained economic educators. The workshops utilized 
active (experiential) teaching strategies. 

The National Council on Economic Education offers the strategy of developing 
a cadre of trained teachers through a national network of economic education 
centers similar to the center in Moscow. This strategy would have advocates for 
economic education geographically distributed and would seek partnerships with 
the local school authorities to get economics integrated into the curriculum of the 
schools. The centers would then provide teacher training and develop materials 
for the schools. 

Junior Achievement has set out to establish a presence in Russia utilizing its 
U.S. materials, particularly Applied Economics and its business simulation 
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MESE. Although the recipient of Soros grants, Junior Achievement has other 
US. corporate support for printing and disseminating Applied Economics in both 
Russian and English in Russia In December 1991, a Junior Achievement 
organization was established in Russia; JA representatives have conducted 
workshops and/or distributed materials in Moscow, St. Petersburg, Magnitagorsk, 
the Sakhalin Islands, and Nizhiny Novgorod, to name some. Two hundred 
thousand Russian-language version Applied Economics textbooks have been 
published, and over 1200 Russian teachers have been certified to teach applied 
economics. 

Among the methods for teaching about economics and business is MESE, a 
computer simulation. This simulation has been translated into Russian and has 
proven popular with the Russian students. Student performance in the game has 
revealed some of the cultural legacy from the socialist regime, e.g., dividing up 
a fixed pie as opposed to growing a bigger pie for all. 

Junior Achievement has been attempting to replicate its US. model by rmding 
business consultants in the cities of Russia and training these business-oriented 
persons to participate in classroom instruction. These "business" contacts then 
help to influence the use of Applied Economics and MESE in the Russian 
schools. This model, like the National Council Model, is attempting to get 
economic education into the schools with a bottom-up approach. 

In 1992, the European Community entered into an agreement with the govern
ment of Russia to establish training centers for teachers. The EC will provide 
instructors to train teachers of economics. It is anticipated that about 1,000 
teachers will get this training after the program has been in effect for one year, 
and it is hoped that the Pedagogical Institutes will eventually incorporate the 
economic education traininf into their curricula. This latter process is anticipated 
to take two to three years. 

There have been some Western-authored textbooks translated into Russian and 
other East European languages. Professor Paul Heyne's collegiate text, The 
Economic Way of Thinking, has been published in Russia and 100,000 copies 
were distributed either through sales or through programs sponsored by US. 
organizations. The Institute of Humane Studies, which was primarily responsible 
for the Heyne translation and publication, is now working on a translation of a 
high school textbook authored by US. economists (Monaghan, 1992). These 
projects can supply only a fraction of the numbers of good economics text 
materials that will be needed to support a comprehensive economic education 
program in Russia 

Another collegiate text has been translated is Campbell McConnell and Stanley 
Broe's Economics, eleventh edition. Under the direction of Anatoly A. 
Porokhovsky of the Russian Academy of Sciences, the text was translated from 
English and 100,000 copies were printed. The book sold out rapidly and new 
printings were ordered. The quick sale of the book lends some evidence that 
there is a Russian perception of the importance of mmket-oriented economics. 
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However, how many of these texts have found their way into use as core 
materials at the universities or secondary levels in Russian schools is not c1ear.9 

The Ministry of Education has authorized the translation and printing of 
150,000 copies of 1. R Clark and 1. Holt Wilson's text, Economics: The Science 
ojeost, Benefit and Choice. The Russian editors are Andrei Markov and Vadim 
Ivanov, who adapted the text by using Russian examples in the discussion. The 
book will be distributed through school and state book stores. to 

All of the economic education programs to date are only a vet)' small 
beginning in achieving the objective of integrating economic education into the 
curriculum of the pre-university educational system in Russia. First, there has 
not been a commitment by the Russian Ministry of Education to get economics 
into the mandated curriculum, nor is there evidence that the central government 
encourages it in the electives that are under the authority of the local schools. 
There has been an admission by some government officials and some educators 
that the youth need to learn about economics, but no authority and no funds have 
been committed to achieve the objective. The Western C<roperative programs 
are an important beginning to provide models for effective economic education 
programming, but these programs will have to be multiplied several thousand 
fold to reach the entire student population of Russia. Ultimately, the Russians 
will have to assume responsibility for the challenge and put their talent and 
resources into the programs. Foreign participation should be time-bound. Failure 
to have strong Russian advocacy for economic education when resources are so 
scarce is to ensure vet)' slow progress toward national economic education. 

VI. SUMMARY AND CONCLUSION 

The Bolshevik Revolution of 1917 commenced what became/known as the 
"great socialist experiment." For over 70 years the Communist Party attempted 
to mold a population in the image of the "socialist man." The molding process 
included the educational system, all modes of public communication, and (if the 
party's instructions were carried out) the teaching by parents of the virtues of the 
socialist system. The experiment is over, and the realities of the last three years 
would assign a grade of F to the experiment. But what is to replace the old 
system, and by what means will it progress? Russia can be viewed as a possible 
laboratory in which an effective national economic education program may be 
designed using the principles of learning theory, curriculum design, and effective 
training of teachers, and be delivered through a curriculum which achieves the 
learning objectives. To those educators outside Russia, it is as if there were a 
blank canvas upon which the educators might apply their artistry. Yet 70 years 
of Communism have undoubtedly affected those persons who have gone through 
an educational system devoted to the creation of the socialist man and workers 
for the great socialist economy. Many of the gatekeepers to the educational 
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institutions are part of the Socialist legacy. Much has to be undone while 
attempting to replace the old with new ideas and concepts foreign to the people's 
experiences. The experiment must be started almost from scratch, with very few 
resources that can be applied immediately to achieve the objectives. 

What can be concluded from the discussion above is: 
a) The Russian population does have a socialist mentality from the past, but 

is receptive to ideas of a market economy in its future. The young are 
particularly receptive to change in their economic institution. 

b) The economic concepts that should be introduced into a new economics 
curriculum should be limited in number, i.e., those which economic educators 
refer to as fundamental concepts. Primarily, these concepts will be the 
microeconomic principles within the discipline. Special attention should be given 
to entrepreneurship in the context of the economics content. 

c) These concepts should be introduced and reinforced across all grade levels, 
utilizing the principles of learning theory and effective scope and sequence for 
the discipline. 

d) The teaching methods should be varied but special attention should be given 
to utilizing experience-based methods because the students and the teachers have 
little or no prior experience with markets. 

e) Economics should be infused across the curriculum, much as math and 
science were done in the unified curriculum of the USSR The old social studies 
hours might be devoted to economics, while history and geography are content 
areas for economics infusion. 

f) Curriculum materials will need to be developed, but in the near term proven 
materials from abroad are likely to have to be imported; these need to be simple 
and activities-oriented. Indigenous economics textbooks are likely to be five to 
ten years in the writing, publishing, and dissemination. Therefore the curriculum 
materials will primarily be teacher's instructional materials rather than student 
materials. 

g) Teacher training will need to be initiated to educate the teacher population 
currently in the work force. The training will have to focus on both economics 
content and instructional methods. 

The Russian educational system will not be without sources of assistance. 
Economic education in the United States has been formalized since the end of 
World War II. There are numerous programs, materials, and organizations which 
have field-tested their approaches and materials over many years. Research in 
many cases has identified what works (and what doesn't) in the United States. 
Some of what is known in the United States can be transferred to Russia, and 
some cannot because of differences in the cultures. 

Finally, now is the time to press the case for economics in the curriculum of 
Russian schools. The educational institutions are in a state of flux. The content 
is changing to reflect the histories of the Russian peoples. New ideas of how to 
teach and how to learn are being introduced, with much attention being given to 
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the experiences in the United States (Vaillant, 1991). The curriculum will be 
under careful review to justify the disciplines to be expanded or contracted. It 
is necessary that some constituency be established for the inclusion of economics. 
The energy for economic education has to come from within Russia. Even 
though a bottom-up approach may achieve the long-term goal of universal 
economic education, a top-down approach would be traditional in Russia and 
much faster. If the current opportunity is lost, it may be another decade before 
future educational reforms will correct the error. That is time which Russia 
cannot afford to lose. 

NOTES 

The author expresses appreciation to Professor Thomas McKinnon of the University 
of Arkansas and to Professor Anatoly A. Porokhovsky of the Institute of the U.S. and 
Canada Studies, Russian Academy of Sciences, for their comments. 

1. Author's interviews in Moscow, October 1992. 
2. For more details about this study, see Chapter 16. 
3. [Ed note: For further discussion of the Framework, see Chapters 3 and 7.] The 

National Council also publishes a series of curriculwn guides. Guides include Strategies 
for Teaching Economics: Primary Level (Grades 1-3), Intermediate Level (4-6), Junior 
High School Level (7-9), Basic Business and Conswner Education, Conswner Economics, 
Economics and Entreprenewship, High School Economics Cowses, International Trade, 
United States History, World Studies, Using Economics in Social Studies Methods 
Cowses. 

4. These observations are the distillation of do:rens of interviews conducted in 
Moscow and st. Petersburg by Thomas McKinnon of the University of Arkansas in 1990 
and 1991. 

5. See for example, Schug (1991), Banaszak (1991) and Annento (1987). 
6. See note 3. 
7. See Seymour Michael Rosen, Education and Modernization in the USSR. Reading, 

Addison-Wesley, 1971. John Dunstan, Paths to Excellerre and the Soviet School, 
Hwnanities Press, 1978. Education in the USSR. Moscow: Progress, 1977. 

8. Author's discussion in Moscow, October 1992, with Ilia Lomakin-Rwnaiantsev, 
Head of the Department of Science, Culture, Education and Technical Policy of the 
Russian Government Administration. 

9. Interview with Dr. Anotoly A. Porokhovsky in Moscow in October 1992. 
10. Interview with J. R Clark, March 1993. 
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CHAPTER 15 

ECONOMIC EDUCATION 

AND TRANSITION IN 

EASTERN EUROPE 

George M. Vredeveld 

Dimitrina M. Ispirodonova 

Eastern Europe is facing one of its most challenging tasks in recent history - to 
design and implement, after decades of Communist rule, a democratic society 
featuring the freedom of the individual in the market system. To meet this 
challenge the Eastern European states have taken the initially painful step of 
rejecting the key elements of their fonner societies: a command economy, a 
closed society and a rigidly structured, hierarchical and all powerful Communist 
Party. These changes have been abrupt and have created confusion and 
destabilization of the economic, social and political framework of all the Eastern 
European states. When the traditional communistic control mechanisms were 
removed the pent-up forces of national and ethnic chauvinism were released. 
Religious differences spawned further clashes. Fragmentation, tension and 
insecurity have been festering in these societies. 

Especially in turbulent situations of this kind, it is critical that the people in 
each country understand their current economic situation and the economic 
condition to which they aspire. The enlightened support and commitment of a 
large percentage of the population to these changes will be essential. This 
becomes a crucial role of education in general and economic education in 
particular. 

255 
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This chapter focuses on the role of economic education in a transitory 
economy, using Bulgaria as a case study. It will describe the educational 
systems Bulgaria inherited from the Communist era, the difficulties and obstacles 
Bulgaria now faces in teaching about the free market, and will discuss the 
economic education activities, programs and curricula that are currently being 
implemented. It also will explore how economics should be taught and teacher 
training can be accomplished in the transition period. 

I. THE EDUCATIONAL SYSTEM OF BULGARIA UNDER SOCIALISM 

The Marxist-Leninist Framework 

Education is highly regarded today and has always played an important role 
in Bulgarian society. Under the domination of the Bulgarian Communist Party 
(Party), education was used to shape society and to strengthen Party control. The 
Party required education to serve the State through the teaching of Party dogma 
and the Marxist-Leninist philosophy. I The value of the individual was best 
measured in terms ofhislher allegiance and subservience to the State. The result 
was an educational system that put a premium on rote learning and conformity 
to socialist ideals, and harshly penalized individual, analytical and creative 
thinking. 

In 1945 the Party's objective was to create an "ideal" state of freedom, equality 
and prosperity for all, in which education would playa formative role. But by 
the late 1950s it was obvious that the ideal society was not being achieved and, 
in fact, that the country was falling farther behind western nations in establishing 
a quality life-style for its citizens. It was impossible politically even to suggest 
that the blame for the lack of success might lie in the system of socialism itself 
Party leaders would not concede the possibility that socialism, as a political and 
economic system, could not deliver. To retain its total control, the Party could 
not utilize the power of individual incentive and the discipline and efficiency of 
free competitive markets. Rather, the Party focused the blame on the implemen
tation and the management of the system. 

The same shortsightedness also characterized the party's educational policies. 
Each Party Congress defined new and increasingly ambitious educational tasks 
and "radical reforms." The educational system became one of the scapegoats for 
the failure of socialism to reach its goals. The dilemma facing the Party from 
1944 to 1989 was that they wished to achieve for their country many of the 
successes of western countries, but regarded the means (i.e., free market 
initiative, individual entrepreneurship and democratic capitalism) to these 
achievements as unacceptable, if not evil. 

The following paragraphs illustrate some of the educational goals and policies 
of the Party and their effects. 
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In the early 1950s the Party implemented its fU'S1: refonn of education by 
radically changing the content and structure of the Bulgarian educational system. 
The overall goal of that first socialist refonn was to eliminate "religion, 
chauvinism and bourgeois class limitations" and to establish Marxism-Leninism 
as the theoretical basis of education (Bulgarian Communist Party, 1965). In 
addition to this overall goal, the educational system was given the task to 
eradicate illiteracy and provide compulsory education to all children up to the age 
of fifteen. In support of this goal, the number of general comprehensive high 
schools increased from 196 to 541, and 15 new universities were established 
during the first fifteen years of Communist rule. 

In spite of the massive expenditures on education, the results did not meet the 
Party's expectations or goals. The historic Seventh Congress of the Party in 1959 
pointed out that education in Bulgaria was lagging far behind ''the requirements 
of socialist way of life" (Bulgarian Communist Party, 1965).2 In fifteen years, 
a quality socialistic life-style had not been achieved. Party leaders were 
becoming aware that it would take more than enthusiastic support for Communist 
doctrine or the efforts of semi-literate guerilla fighters and ardent Communist 
refonners. 

The Seventh Congress (1959) saw the solution in technology. They decreed 
that success would be achieved through the "practical implementation of the 
latest worldwide technical, technological and scientific achievements" (Bulgarian 
Communist Party, 1965). The Ministry of Education determined that there 
should be two main types of high schools: general comprehensive high schools 
and vocational technical high schools, the main difference being the larger 
amount of specific skills taught in the vocational technical schools.3 As a result, 
the emphasis shifted increasingly toward vocational and technical education. 

This corresponded to the development of Bulgaria's economy at the time. The 
State was attempting to develop heavy industry, such as machine-building, 
chemistry, power generation, ferrous and non-ferrous metal processing. As early 
as 1961, 60 percent of Bulgaria's GNP was attributable to manufacturing. 
Agriculture also was changed radically. The vast cooperative farms and the 
massive migration of the population to the cities led to the mechanization of 
agriculture and the use of more modem farming methods in order to increase 
efficiency and productivity. These economic and technological changes increased 
the demand for a better educated, more productive and skilled work force, 
especially in industries in which Bulgaria specialized.4 

Although there was a shift toward a more pragmatic and technical education, 
the schools still continued to emphasize the ideological socialist development of 
the young people as loyal "Muxists-Leninists" and good communist citizens. 
According to the Party General Secretary and the President of the Peoples 
Republic of Bulgaria, the main civic duty of each and every teacher was "to 
forge vehement patriots and socialist internationaIists, militant combatants for the 
eternaI and unbreakable, life-giving friendship with the Soviet Union. liS 
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The Ninth Congress of the Party in 1966 and the Tenth Congress in 1971 
defmed a principal social and economic task to be "the faster implementation of 
the achievements of worldwide scientific and technical progress ... so as to 
increase labor productivity, better satisfy the rising material and spiritual needs 
of the people and heighten their socialist awareness" (Bulgarian Communist 
Party, 1973). This emphasis again was consistent with the Party's premise that 
the problem was not the socialist system per se, but rather the management and 
implementation of socialistic goals. The slogan during this time was to make the 
Bulgarian nation a "technical nation." 

In response to the call for more skill and job-oriented education, the Ministry 
of Education set up an unified polytechnical high school system that could bring 
together the two different types of schools that existed until then, namely the 
comprehensive and the vocational schools. At the same time, the more elitist 
language schools, art and music schools and schools for gifted children were set 
up. They brought about the implementation of the George Orwellian notion of 
"all animals are equal, but some animals are more equal." The more "ordinary" 
students, nearly always coming from blue-collar families, had to go to the 
polytechnical schools to learn to become machinists, farmers, electricians, 
millers, etc.; the nation's "talent," almost always inclusive of the Party officials' 
children, was being prepared for higher and loftier deeds. 

A continuous lifetime training and development system was developed for all 
white- and blue-collar workers. The youths who entered the work force 
immediately following an eighth grade education were give the opportunity to 
attend evening classes or take extension courses to earn the equivalent of the 
general education curriculum. Expenditures on schools and universities again 
were increased dramatically. They were provided with more laboratories, modem 
workshops, libraries, gyms, dining rooms, dormitories, medical centers and 
recreational grounds and facilities. 

The Eleventh Congress in 1976 stated that the main objectives for the period 
were "to complete the construction of the socialist system as a step toward the 
transition to communism, and to fully develop man as the main production force" 
(Bulgarian Communist Party, 1976). At the same time, this Congress, like others 
before, admitted that socialism was lagging behind in labor productivity and 
product quality. The growing popularity of travel, television and other media 
presented graphic evidence of economic and technical successes in the western 
world. Once again, the Party attributed such successes to superior Western 
technology. As before, they failed to recognize that the fundamental reason for 
the superior technology was a more efficient economic system. 

Party leaders believed that the system had exhausted its potential for internal 
technological development and self sufficiency.6 The only way to keep the 
economy going and the people satisfied would be to open Bulgaria to "c0-

operation and mutually advantageous joint ventures" with the rest of the world. 
Education was given the task of incorporating in its programs the teaching of the 
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latest skills and technical knowledge of the West as well its languages. 
Specialties like mathematics, computer science, artificial intelligence, cybernetics 
and robotics, machine languages, systems analysis, etc., received the utmost 
attention and resources (Bulgarian Communist Party, 1976). 

International markets continued to be emphasized by the Twelfth Party 
Congress (1981). One of the main tasks for the next five-year plan, the Congress 
stated, was "the intensified and well-balanced development of the Bulgarian 
economy that will allow it to participate effectively in the intemationallabor and 
product markets. ,,7 

The need to compete in competitive international markets increased the signifi
cance of economic and social sciences as well. Economics, as a scientific body 
of knowledge, along with sociology, psychology and political science received 
more favorable attention from Party leaders. The economists' primary task still 
was to prove the basic Marxian tenet of the commonality of the individual and 
collective interests, but they also were required to apply more efficient 
approaches to central planning, to increase bottom-up decision-making in 
planning, and to improve horizontal and vertical communication in industrial and 
social management. This new approach, called the "new economic mechanism" 
shifted the burden, and hence the blame, to the shoulders of the economists and 
the top managers of plants and factories. 

Managers still had to meet govemment quotas and requirements, but more 
discretion was given to them in decision-making. Unfortunately, the freedom and 
independence given them was greatly restricted by government decrees and 
policies. Even within this new, less hierarchical and more individualistic 
approach there were few positive results - only more paperwork and manage
ment fiustration. 

With the shift in focus to some behavioral sciences, the schools provided more 
flexible curricula with some electives and vocational options. The intention was 
to create a new type of personnel that was multi-skilled, transferrable and capable 
of innovation. Computer literacy and joint projects with people renowned in the 
sciences and arts became a major thrust of the reform. The objective was to 
increase productivity and diminish the lag between employee hiring and their full 
utilization by improving the efficiency, versatility and job satisfaction of the 
labor force. Thus, it was expected, the socialist economy would become more 
competitive in the global market. 

The academic focus on the "new economic mechanism" also affected the 
structure and management of education. More power and discretion in decision
making were granted to the school management boards and the local administra
tive education councils. They had to work in close co-operation with the plants 
and factories, the public organizations, the scientific and research institutions and 
the parents. 

These descriptively democratic goals, however, clashed with the main tenets 
of the Party. The goals could never be achieved because they always were 
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subject to the main focus in the entire system of education, namely the creation 
of "ideologically loyal people with a correct class and party orientation." The 
main criterion in selecting teachers, university professors and research workers 
was their "class and party loyalty." Every product of western civilization, be it 
of their material or spiritual culture, had to be "carefully analyzed" from Marxist
Leninist criteria. This intellectual intolerance and insistence on Communist 
ideological supremacy prevented the Eastern European schools from promoting 
genuinely innovative and analytical thinking. There was a marked tendency to 
encourage a "black or white" view of the world, the "right" solution always being 
given from somebody at the top - the teacher, the local party secretary or the 
General Secretary of the Party. The result was a homogenous education, 
uniformly functioning, both in terms of content and style of teaching. Compared 
to American education, there was more focus on facts than analysis, rote learning 
than thinking, and instruction than discovery. It· was preferred that students 
regurgitate the ready-made "correct" solutions provided by the teachers instead 
of developing their own critical thinking skills and ability to propose alternative 
answers. 

In spite of its problems, education was generally respected by the population. 
Even though highly-educated people were seldom rewarded financially for their 
educational accomplishments, it remained a high priority of the State and of the 
general population. Admission to prestigious high schools, colleges and 
universities was very competitive. 

The General Structure of Education 

The structure of education that exists today was largely determined by Party 
rule from 1944 to 1989. While there have been many changes in education since 
1989, the management of education remains highly centralized. The Ministry of 
Education has full responsibility for all executive decisions concerning education. 
It develops the strategy and policies of education, directs how textbooks are to 
be written and appoints their authors. 

The organization of schools in Bulgaria is similar to other European systems. 
Education begins at age 6 and is compulsory up to 16 years of age. The 
elementary school includes grades 1-4, the middle or pre-secondary school 
encompasses grades 5-8 and the high school, depending on the curriculum, goes 
from 9-11 or 9-12. Grade level requirements consist of a specified number of 
classes in various subjects. The fll'St eight grades prepare students for entrance 
examinations to the high school which begins in grade 9. 

The Bulgarian system has 4 different tracks for students after they complete 
the eighth grade: a) the general education program of three years, with an 
option of sitting for university entrance examinations, b) the vocational program 
of three years, with no option for the university entrance examination, c) a 
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variety of prestigious four-year specialized programs including schools of 
economics, mathematics, chemistry and physics, music, arts, languages, and 
sports as well as technical schools in mechanical engineering, electronics, radio 
and television, electrical engineering, construction technologies, industrial 
chemistry, etc., and d) evening classes for working youths. The four tracks have 
a connnon core course of study of eleven subjects including the Bulgarian 
language and literature, a western language, mathematics (including computer 
training), four courses in the sciences, geography, history, and philosophy. 

Structure of Economic Education in Bulgaria 

Prior to the fall of the Party in 1989, economics was taught in two areas, a 
basic course at the high school level and an extensive curriculum at the 
specialized economics schools. All high school students were required to take 
an 11th grade course entitled "Basics of Marxism-Leninism" designed to provide 
students with a "reliable, scientific" way of looking at economic and social 
phenomena. It consisted of three parts: dialectical materialism, political economy 
and scientific connnunism which covered the philosophy, economics and history 
of connnunist theory and practice. These three areas also were required for all 
university students and were part of final comprehensive examinations. 

In addition to the Marxism-Leninism course, economics was taught in the 
specialized economics schools. In keeping with the Party's emphasis on 
management and implementation of various experimental economic plans, these 
economic courses had a managerial, applied emphasis. In most instances, an 
"economics" course did not cover extensively principles of economics, but rather 
topics normally covered in typical management or general business courses. At 
the special economics technical schools all students were required to take courses 
in the theory and practice of bookkeeping, the theory of statistics and statistical 
applications to connnerce, marketing, word and data processing, stenography 
(including typewriting and correspondence), and economics. While the principles 
of economics course covered fundamentals of the market system, it was largely 
a critique of the system, focusing on the contradictions and deficiencies of 
market economics and its exploitative nature. The failures and disadvantages of 
capitalism were taught applying the Marxist model. 

Another interesting feature of economic education in Eastern Europe, including 
Bulgaria, was a strong emphasis on an interdisciplinary approach. For example, 
"economics" was also taught in the history and geography courses. This 
corresponded fully with Party dogma that the Marxist-Leninist "dialectic" 
interpretation of the development of civilization should permeate the entire 
curriculum and especially, social sciences. These subjects were taught 
concurrently from the 5th to 11th grades in all schools so as to complement each 
other and reinforce the students' communistic socioeconomic outlook. Therefore, 
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instruction in these subjects focused on descriptions of the social orders and the 
socioeconomic systems. There was little discussion of the theoretical underpin
nings of the various economic systems or any questioning of textbooks' accuracy 
of interpretation. 

II. EDUCATION IN TRANSITION 

Philosophical and Structural Changes 

Educational refonn closely followed on the heels of political refonn after the 
fall of the Communist Party in 1989. The typical features of the totalitarian 
paradigm previously discussed were officially denounced, including: unifonn 
ideological education, unifonn detailed state curriculum and compulsory 
textbooks, unifonn school structure allowing no deviations, state monopoly of 
schooling pennitting no private education, and a hierarchically centralized and 
unifonn management apparatus which excluded local autonomy and discretionary 
decision-making. 

The Socialist Ministry of Education produced a plan in 1991 that attempted to 
link education refonn to the requirements of a democratic society. The report 
was candid and direct about the effects of a totalitarian regime on the education 
system. 

The critical analysis of the present state of the education showed that the 
class-party approach, applied through pedagogical pressure, led to strong 
ideology, to the disregard of the rights of the individual, to intolerance of other 
peoples' opinion and even to aggressiveness .... The educational system has been 
managed by a highly bureaucratic administrative management for a long period 
of time. 

All this requires a completely new social commission as far as education 
is concerned. The Bulgarian school should reestablish the inmost universal 
human values, to become more humane and democratic, so the hwnan rights 
should be restored.... (Ministry of Public Education, \990) 

In that same year, the Ministry proposed a system that would encourage 
ideological pluralism in public education as a first step towards encouraging free 
thinking and a democratization of the educational process. The succeeding 
Ministry of Education (1991),' part of the new government headed up by the 
Union of Democratic Forces, stated in 1992 that their goal was to change the 
"traditional" Communist values and discover the spirit of the new-age education. 
They claimed that the achievement of this goal was essential to the process of 
strengthening a system of new humanistic, ideology-free values that would 
culturally and spiritually integrate their nation with contemporary civilization. 
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The Ministry of Education's plan also contained a radical proposal for change 
in the content and method of education that reflected three basic components. 
The first was to diversify curricula in order to increase freedom of choice of 
courses and stimulate all students to work to the limits of their ability. The 
elimination of curricular totalitarianism was begun by declaring the study of 
Russian optional and by introducing a number of electives. The second 
component was to free textbooks and teaching of all remaining Marxist-Leninist 
bias and to allow students to make independent judgments on major political, 
social and economic issues. School subjects conveying one-sided ideology were 
eliminated or replaced by other subjects. A third step was taken when the new 
Ministry declared that they intended to minimize curricular regulation and give 
more discretion to teachers and administrators in the selection of textbooks and 
determination of teaching styles. The state monopoly in education was legally 
eliminated. The former "three-Ievel" admin~tion consisting of central, 
regional and local offices was transformed into a two-Ievel structure. Municipali
ties now are subordinate only to the dispositions of Parliament (implemented by 
the Ministry of Education) and their decisions can be appealed only in the 
courts.8 

It is significant that the Ministry recognized the importance of market mecha
nisms and competition in the sphere of education. The proposed reforms should 
produce measurable signs of progress. Yet, the new plan remains highly 
centralized with the Ministry of Education determining policy and curriculum. 
The Ministry still prescribes a uniform core curriculum which local authorities 
implement. Local authorities also enforce attendance and provide facilities, 
transportation, cafeterias and special support for students. 

Changes in Economic Education 

If progress is to be made, close cooperation between the West and the new 
countries in Eastern Europe is of the greatest importance. Today it is possible 
for joint discussions of common problems and solutions to occur without 
ideological constraints interfering with an honest exchange of views. The 
American hands-on approach through an experience-based mode of instruction 
can be very helpful in considering both the conceptual and methodological 
aspects of economic education. 

In October 1990, the Director of the Center for Economic Education at the 
University of Cincinnati met with officials of the Ministry of Education to 
explore ways in which the teaching of economics could be enhanced. A plan 
was developed, and later a formal agreement between the Minister of Education 
and the Director of Cincinnati's Center for Economic Education was signed to: 
(1) design curriculum for grades 1-11; (2) train teachers in basic market 
economics and in the implementation of the curriculum; and, (3) build a network 
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of centers for economic education throughout Bulgaria. The Minister of 
Education identified the modernization of economic education as one of his three 
top goals. 

In the summer of 1991, in Haskovo, Bulgaria, five members of the Center's 
staff conducted a two-week seminar on market economics for high school 
teachers, modeled after successful summer programs in the United States. Basic 
market economics concepts were presented along with some suggestions on how 
they could be taught in the c1assroom.9 The Bulgarian students felt most 
comfortable with descriptive information that was presented, such as how 
inflation is measured or how central banks are organized. They had more 
difficulty with abstract concepts. For example, a lecture on the role of profits in 
allocating resources in a market economy was well received, but not well 
understood. Many of the Bulgarian participants found it hard to conceptualize 
the idea that the expectation of profits could attract new resources to an industry 
and competition would affect prices. Rather, they thought more in terms of what 
rate of profit the government should guarantee and limits the government should 
put on profits. About half of the 58 participants were political economy (i.e., 
Marxism) majors. They felt threatened by the government's new commitment to 
the teaching of market economics because it would replace their specialty. The 
other half seemed to look forward to teaching market economics, perhaps 
because they were not threatened by a loss of their teaching positions. 

A basic concern of the American staff was the extent to which Bulgarian 
teachers would understand and accept presentations on a market economy.IO 
Would American teaching styles of discussion, question and answers, and student 
participation be inhibiting or distracting? Would the personal enthusiasm of the 
American lecturers be effectively conveyed through simultaneously-translated 
lectures? Would the Bulgarian teachers be able to "relate" to American 
presentations and examples? 

Many of the concerns turned out to be positive features of the seminar. The 
teachers took well to American teaching styles and the translators conveyed both 
literary and attitudinal information. I I The staff also had the assistance of three 
Bulgarian teachers who had attended a two-week economics program in 
Cincinnati the previous summer. These teachers were part of a group of 12 who 
had been selected by the Bulgarian Ministry of Public Education to attend a 
variety of economic education programs in the United States. They were able 
to help with translation of technical words and explain difficult concepts. 

Several factors were somewhat limiting to the success of the summer seminar. 
The sessions were quite long (about 6 hours a day) and a bit tiring, the classroom 
was crowded and vel)' warm.12 Furthermore, textbooks in the Bulgarian 
language were not available. Instead, the staff worked from a translation of the 
Ohio K-8 Model Course of Study in Economics (a curriculwn guide) and a 
glossary of economics terms. 
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Following the tw<rweek seminar the American staff helped Bulgarian 
educators to prepare a curriculum for grades ~8 and for the high school level. 
It was based on a typical u.s. model including suggestions for teaching that 
utilized open discussions, discovery and experimental learning.13 Many of the 
techniques were new for the Bulgarian teachers. 

Several of the participants taught market economics at the high school level 
in the Fall 1991. The Test of Economic Literacy (form A) was given to 98 of 
their students in November 1991. They achieved an average score of 38.48 
percent correct out of 46 questions compared to the normed American average 
score of 50. 72 percent correct for students with economics instruction (Soper and 
Walstad, 1987). The Bulgarian students scored nearly as well or better than 
American students on many of the questions. They scored less well on 
identifying income detenninants (especially in the U.S.), giving examples of 
factors of production, intetpreting consequences of economic growth, and 
applying the concepts of public goods, aggregate demand, fiscal policy and 
tariffs. Appendix 15.1 shows average scores on each question. 

A second seminar was conducted during the summer of 1992 in Kazanluk, 
Bulgaria This time the seminar was open to teachers of grades ~8 only. Our 
assignment was more specific - to teach basic economic principles and prepare 
the 30 participants to implement the new curriculum designed for grades ~8. 
The focus helped. The teachers knew they would be teaching economics the 
following year and were attentive and eager learners. At the end of the seminar 
an examination was given consisting of 34 questions taken from the 1EL. The 
average score of the teachers was 30.4 out of total of 34 questions - an 
exceptional accomplishment. 

At present all economics school curricula and syllabi are experimental. The 
new economics program will train and develop people who can make competent, 
independent economic decisions. To accomplish this, economics will be 
integrated into the entire educational system beginning in grade one and 
culminating in the last grade of high school. Thus far, the experimental 
curriculum has been introduced in grades ~8 and in the high school. 

The economic curriculum for the grades ~8 contains the following basic 
components: Knowledge and understanding of the major economic concepts, 
knowledge of the main economic institutions and industries, the interrelationships 
of these interest groups, and the application of a critical, analytical approach to 
economic decision-making.14 The curriculum is being presented in three 
modules: 

Module 1 ( 6th Grade) consists of: 
The basic economic problem: limited resources and unlimited wants 
Decision-making 
Economic Systems 
Economic Stimuli 
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Exchange, Money and Interdependence 
Markets and Prices 
Demand and Supply 

Module 2 ( 7th Grade) 
Limitation of resources 
Productivity 
Economic Stimuli and Institutions 
Exchange, Money and Their Interdependence 
Markets and Prices 
Demand and Supply 

Module 3 (8th Grade) 
Limitation of Resources 
Productivity 
Economic Systems 
Exchange, Money and their Interdependence 
Markets and Prices 
Demand and Supply 
Structure of the Market, Competition 
The Role of The State 
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Absolute and COmparative Advantage and Trade Restrictions 

The high school curriculum on market economy basics includes 64 teaching 
hours. It contains the following elements: 

Ways of organizing the economy: 
Command-administrative economy 
Free market economy 
Mixed market economy 
Traditional economic system 

Using economic infonnation for comparison and evaluation 
Decision-making process 
The problem of the reasonable option 
Production and human resources 
The laws of demand and supply 
Equilibrium between price and volume 
Prices controls, production and shortages 
Business games in decision-making 
Economic cycles 
Analysis of the fiscal policy 
Foreign currency and international exchange 

There are also specialized curricula in management, marketing and economics for 
the special economics high schools. 
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III. SOME OBSERVATIONS AND CONCLUSIONS 

There are many problems and difficulties that face the Bulgarians as they 
attempt to reform their curriculum and train their teachers to use it effectively. 
One difficulty is the potential resistance of the population to a market economy. 
The Bulgarian people have many reservations about the market economy and 
privatization. A survey made by Bulgarian Business Service Society Gallup 
International in March 1993 shows that for 35 percent of the Bulgarians' private 
ownership of the factories and enterprises is unacceptable, 56 percent recommend 
confiscation of the properties of the new rich and only 30 percent are ready to 
participate in privatization. The majority still upholds the communist principle, 
preached exclusively for fifty years, of the equal distribution of the pie. The 
concept of looking for ways to enlarge the pie so that everyone can benefit is 
often rejected or not comprehended. 

A second difficulty may lie in the lack of the teachers' commitment to 
curricular reform. Removing the ideological bias which for decades has heavily 
dominated all teaching in Bulgarian schools is no small or straightforward task. 
Rapid changes cannot be forced in this domain, whatever anyone's desire or 
intention, because the school structure is embodied in the make-up of educational 
personnel and even in the very design of school buildings. Moreover, the 
majority of parents and teachers do not welcome structural changes. Teachers 
feel their jobs possibly may be endangered by any transformations. Some 
teachers with long and successful professional experience are loyal communists 
who find it very hard to either abandon or criticize the beliefs cherished for so 
many years. Teachers also face uncertainty about the new curricula and about 
how to teach in a way that would keep pace with the changing pattern of 
economic and social development. 

A third challenge to teacher training is the uncertainty that even experienced 
professional Bulgarian educators may be feeling. The recent and unprecedented 
political, cultural and economic changes occurring in Eastern European countries 
have created for their people tremendous trauma and upheaval. Few have 
escaped the effects. Although the Bulgarian participants in the American 
economics seminars and curriculum development sessions were competent 
professionals, it was especially important for the American staff to be sensitive 
their feelings of vulnerability and insecurity. IS 

It also was important for the American staff not to underestimate the capacity 
of the Bulgarian educators to understand the market system. Initially, the 
American staff had a tendency to eliminate a number of concepts from the 
curriculum or to simplify the material because of time constraints. But the 
teachers were eager to take on the challenge and in most cases did exceedingly 
well, in spite of their limited exposure to economics and educational trends in the 
West. 16 
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It is the Bulgarians who must detennine the types of curricular changes to 
make. Except in a few cases, such as in the teaching of some basic market 
economics concepts, lessons and teaching units cannot be transplanted from the 
West to Eastern Europe (Gekov, 1993). Incorrect translations then become a 
problem. It is infonnation about economic conditions specific to Bulgaria that 
is important to present, especially at the special economics high schools where 
students receive training for future jobs in the economy. These specialized high 
schools will require radical reform because of the changes in the economic 
system, including new economic laws and other bills passed by the Parliament. 
These schools will require a total replacement of syllabi, curricular and teaching 
materials. 

The new curriculum also should be supported with appropriate textbooks. 
Unfortunately, almost none exit today. The Ministry of Education estimates that 
during the next two or three years, more than I ()() textbooks should be published 
with a circulation of about 6,000 each. For a small country in economic crisis, 
this is a daunting task. Presently, the Ministry is focusing on the following 
specialties: Industrial business and investment, agrarian economics, economics 
of tourism and trade, social economics (health care, education and culture), 
business administration, management of the firm, accountancy and auditing, and 
infonnation systems. 

A final question must be asked. If curricular and pedagogical reform is carried 
out, can it survive along with more traditional subjects and pedagogy? In the 
two seminars given by the American team, the Bulgarian teachers had some 
difficulty with abstract concepts. They were more familiar with a didactic, 
formal method of presentation. The notions of integration, questioning, critiquing 
and sharing ideas were "foreign" yet part of the "new way of thinking" that they 
are being encouraged to adopt and implement in their classrooms. Most 
responded very positively to a less formal, interactive method. But questions 
remain. Will the teachers use these "new way of thinking" lessons effectively? 
And if they do, will the new lessons stand on their own amid other long standing 
and formerly honored traditional courses and teaching methods? If an economics 
course is the only one that encourages critiquing and questioning, but the 
remaining courses discourage it, economics could be mistrusted or even driven 
out as if it were a foreign virus trying to infect the educational organism. 

It is our conviction that economic education can play a prominent role in 
helping the Bulgarian people understand the new market realities and opportuni
ties. A sound education will assist the legal and judicial system in paving the 
way for private enterprise. 

We feel it is most efficient to concentrate our endeavors on the younger 
generation of teachers and administrators, many of whom want to take advantage 
of the more liberal atmosphere, the freedom from bureaucratic constraints and the 
opportunity to serve the country's children to the best of their ability. "You 
opened our eyes to the market economy," wrote one Bulgarian participant in the 
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seminar. "I would like longer courses that cover a larger field of economic 
problems." It would be a tragedy to see them disappointed or to fmd them 
joining the vast exodus of experts and highly qualified specialists who can fmd 
fulfillment only in other countries. 

NOTES 

The authors wish to thank Rosamond Vredeveld for extensive comments and assistance 
with this chapter. 

I. The tenn State is used to describe the government as well as the Bulgarian 
Communist Party, which was the dominating political and social force from 1944 to 1989. 
The General Secretary of the Party also was Head of State. The Party appointed members 
of the Council of Ministers (including the Minister of Education) which was the 
administrative body of the government. The Party also controlled Parliament since it was 
the only party represented in Parliament. In essence, the Party controlled all aspects of 
the State including the executive, legislative and judicial branches. 

2. The Seventh Congress was historic because it repudiated the cult of personality, 
that is, the cult of Joseph Stalin. 

3. Over the years, the Ministry of Education has taken on different responsibilities 
and different names. For example, since 1990, the Ministry has been named the Ministry 
of Public Education, the Ministry of Education and Science and the Ministry of Education, 
Science and Culture. This paper uses the more generic tenn Ministry of Education to 
refer to that government body responsible for administering policy relative to elementary 
and secondary (grades 1-12) public education. 

4. Areas of specialization were detennined by members of CMEA, of which the 
Soviet Union was the dominant member. The industries in which Bulgaria specialized 
included computers, chemicals and manufacturing equipment. 

5. From an address by Tudor Zlrivkov, President of Bulgaria and Party General 
Secretary to the first Teachers' Congress in 1962 (Bulgarian Communist Party, 1965). 

6. Contrary to official statements, the system had much potential for increasing the 
standard of living through more efficient production and the supply of less expensive and 
higher quality products. This was difficult to achieve, however, under the planned 
economy in Bulgaria at that time. 

7. The following paragraphs relating to decisions of the XII Congress rely heavily 
onXIlth Party Congress, 1981-1984, (Bulgarian Communist Party, 1981). 

8. The system was three-Ievel in name only. In reality, the Party was the only power 
in education. 

9. The concepts included: scarcity, opportunity costs, supply and demand, the role of 
prices and profits in allocating resources, the role of the government in a market economy, 
market failures and environmental policies, measurements of economic activity (e.g., GDP 
and inflation), aggregate demand, aggregate supply, monetary policy and role of central 
banks, fiscal policy, and economic growth. About two thirds of the seminar time was 
devoted to presenting content, the rest of the time was used to present teaching activities 
and methods. 
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10. It turned out this concern was unfOWlded After the two-week seminar the 
participants evaluated it favorably. A representative cormnent: "This course entirely 
changed my outlook. Up to now, I've never thought about the effects of the market upon 
the consumers and the producers. Everything I learned here will find application in my 
future work." 

II. Comment from a participant in the Haskovo seminar: "I was enriched by your 
wann persona1ities and your teaching techniques. I learned that when you teach your 
lessons, you use examples from eVel)'day life to make theoretical and general conclu
sions." 

12. Comment from a participant in the Haskovo seminar: "Through your methods the 
infonnation comes easier. It's more exciting and holds my attention. We comprehend 
everything and don't feel tired after the sessions." 

13. Comment from a participant in the Haskovo seminar: "I like most the alternative 
approach in presenting the lectures, the films, the games, the discussions, etc. It was vel)' 
interesting and pleasant for me." 

14. Inclusion of a critical, analytical approach is dramatically different from the 
previous method of requiring rote learning. The description of the cwriculum is from 
(Gekov, 1993) and (Ministry of Education and Science, 1992). 

15. Comment from a participant in the Haskovo seminar: "You are the fll'St 
Americans that I see and you gave me the idea of American spirit. I was greatly 
impressed by the relationships among you, your respect for the individual; your sense of 
humor. You gave me vel)' much. You also gave me a higher sense of self-respect. " 

16. Comment from a participant in the Haskovo seminar: "We wished we could go 
deeper into the problems of the market economy. We need not only to believe and to 
accept it, but also to know its social consequences." 
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Appendix 15.1: Results on the Test 0/ Economic Literacy (Percent Correct by Item) 

Question Basic Concept/type of operation Bulgaria U.S. 

1. benefits of trade (understand) 93% 88010 
2. opportunity cost (apply) 54 53 
3. basic economic problem (define) 55 47 
4. production possibilities (example) 48 44 
5. opportunity cost (apply) 38 35 
6. labor specialization (lUlderstand) 42 49 
7. competition/markets (lUlderstand) 88 68 
8. capita1/labor productivity (apply) 82 64 
9. profits (define) 63 44 

10. incentives/markets (lUlderstand) 39 44 
11. labor unions (history/apply) 41 8 
12. fimctions of money (define) 49 68 
13. real income (define) 65 57 
14. economic demand (define) 40 61 
15. minimmn wage (apply) 24 60 
16. demand/pice (apply) 57 59 
17. labor supply/income (apply) 48 38 
18. competition (apply) 60 75 
19. monopoly (apply) 64 68 
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Appendix 15.1: Results on the Test of Economic literacy (Percent Correct by Item) 
Continued 

Question Basic Concept/type of operation Bulgaria U.S. 

20. income detenninants in u.s. (define) 13 35 
21. income detenninants (defme) 74 61 
22. public goods/free riders (apply) 7 32 
23. externalities (apply) 30 38 
24. taxation (examples) 22 60 
25. factor of production (examples) 5 29 
26. gross national product (define) 49 47 
27. production possibilities (define) 31 41 
28. unemployment (detenninants) 29 45 
29. aggregate demand (apply) 29 38 
30. interpret graph 51 60 
31. interpret graph 45 41 
32. inflation (example) 48 19 
33. tax policy (apply) 38 35 
34. money supply (apply) 26 41 
35. aggregate demand (apply) 12 33 
36. budget deficit (define) 27 56 
37. tax policy (apply) 40 52 
38. fiscal policy (apply) 4 36 
39. international trade (apply) 44 50 
40. comparative advantage (apply) 35 50 
41. tariffs (understand) 17 52 
42. trade balance (define) 41 46 
43. tariffs (apply) 9 32 
44. exchange rates (apply) 37 40 
45. standard of living (define) 30 45 
46. economic growth (interpret) 7 37 



CHAPTER 16 

HIGH SCHOOL ECONOMICS IN THE 

PEOPLE'S REPUBLIC OF CHINA 

Ruth Shen 

T. Y. Shen 

This chapter pursues the dual tasks of examining the contents and the effective
ness of Chinese economic education. Our discussion will be based on a scrutiny 
of the textbooks used in the high schools and the results of a survey of economic 
knowledge and attitudes we administered in both China and the u.s. (Shen and 
Shen, 1993). More specifically we evaluate the success of economic education 
in three areas, corresponding to the principal goals of high school economic 
education: the enhancement of economic knowledge, the development of 
citizenship, and the cultivation of decision making skills. 

An important mission of high school economic education is to provide a 
framework to the students, into which they can position their background 
knowledge and newly acquired information of different economic activities. In 
China many of the activities in the economy are planned by a central authority. 
Although significant elements of a free market have been introduced by 
reformers in the last fifteen years, the Chinese Communist Party in power has not 
wavered from its insistence that China is and must remain in the future a 
socialist country controlled under its dictatorship. Is this accompanied by the 
formulation of a distinctive framework of economics that differs from the free 
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enterprise economics taught in the "capitalist" United States? How coherent and 
persuasive is this framework? This is discussed in Section I of this chapter. 

Citizenship refers to the performance of polity roles by nationals. In a 
democratic state citizenship is founded on autonomy and participation. Coupled 
with a free enterprise economy, there is a harmony enjoyed by the citizens in 
performing their economic and political roles. In an orthodox socialist regime, 
on the other hand, citizenship calls for an unquestioning obedience to the 
authority, whose policies are said to be, tautologically, designed to promote the 
interests of the citizens. China, of course, never "achieved" such a state of 
complete totalitarianism. As reform loosens further the hierarchical control, free 
enterprise has gradually gained a fum foothold. This inevitably leads to a 
divergence between economic liberalization and political "conservatism." If the 
market can coordinate economic activities effectively, how does one legitimize 
the government control imposed on the activities of individuals? Is this 
contradiction resolved in the Chinese citizenship training? What values are 
stressed, submission or autonomy? This is examined in Section II of this 
chapter. 

The cultivation of personal decision making skills is another objective of 
economic education. Mainstream economics in the West is built on decentralized 
decision making by consumers and producers. The underlying utility maximizing 
approach accommodates varied attitudes and values held by different individuals. 
The situation in China is different. The command economy, even though 
somewhat eroded, is premised on a single set of values (determined by the 
authority). It has no room for the expression of alternative attitudes or values, 
and individual decision-making by the subjects is neither required nor welcome. 
As a result, tools for decision making - utility function, maximization and so on 
- are not touched in the Chinese economic education. How does this affect the 
basic decision making process - the guiding values and attitudes and the choice 
among the perceived options - of the Chinese students in comparison to their 
counterparts in the United States? This is discussed in Section III of this chapter. 

I. THE FRAMEWORK FOR ECONOMICS IN CHINA TEXTBOOKS 

Communists triumphed in China in 1949. Since then her economy has gone 
through four broad phases: socialist transformation from 1949 to 1956, wavering 
between planning and mass mobilization from 1956 to 1966, a descent toward 
anarchy from 1966 to 1976, and since 1976, the present reform, built on the 
piecemeal reintroduction of a market economy. With the flux, no orthodox 
ideology has taken root. This is in sharp contrast with the presence in the U.S. 
of a hard core of stable, consensual knowledge on economics. That core serves 
as the basis for the published guidelines of what economics should be taught in 



HIGH SCHOOL ECONOMICS IN THE PEOPLE'S REPUBLIC OF CHINA 275 

high schools. The guidelines in turn were closely followed by the writers of high 
school economics textbook (Helbum, 1986). 

Without a new, thorough-going ideology to guide them, the Chinese textbook 
writers start with Marx's economic theory as developed by the Soviets and then 
add their own ad hoc modifications selected from the pronouncements of the 
current Party leaders. But Marx's theory is largely about the downfall of 
capitalism as its production relationship undennines class structure and ignites 
class struggle. The Soviet followers grafted on economic planning, balance 
equations of demand and supply dressed up in Marxian tenns such as labor 
theory of value. Economics was little more than simple accounting. 

Obviously for China, where planning was never in full swing, more must be 
added if there is to be any glimmer of relevancy. As is to be expected in an 
authoritarian regime, economic education is directed to rationalize contemporane
ous programs; and the programs ushered in by the Chinese reform deviate by a 
giant margin from the socialist orthodoxy. Since the Chinese authority does not 
wish to lose its legitimacy as overseers of the socialist enterprise, it - as its 
predecessors after each metamorphoses - simply issue new interpretations of 
Marx and the Soviet theories. The textbook writers are carefully chosen 
followers. The "framework" they produce, sadly, consists of concepts in poorly 
matched layers piled on each other, pockmarked by damage-control patch work. 

To illustrate this we draw on three textbooks. The first (to be referred to as 
T1 in this chapter) is Economic 'Common Sense (Jing Ji Chang Shi) published by 
Beijing Normal University, one edition in 1987 and a second, revised, edition in 
1988. The latter is currently in use in high schools in Beijing. It was written by 
a group of university and high school teachers under the guidance of the deputy 
secretary of the Beijing Communist Party and approved by Beijing Municipal 
Editorial Committee for "thought education." The second (1'2), in two volumes, 
has the same title. It was compiled by the "Group for the Revision of Teachin~ 
Material" of the ''Tianjin High School Political Thought Education Committee." 
It was first published in 1988 and is currently in use in the municipality of 
Tianjin. The third (1'3) is the fourth edition of Political Economy (Zhen-zhi Jing 
ji Xue), published by Siuchuan People's Publishers in 1985. This introductory 
college text for many of the universities in Southern China is now used as a 
basic reference book for high school economic instruction in many places. It 
enjoys a wide circulation: 794,000 copies of the book was printed between 1979 
(when it was published) and 1986. 

The lack of a socialist economics framework that can accommodate the 
contemporaneous Chinese economic reform is frankly acknowledged in all three 
textbooks. In a clever defense, it was stated at the beginning of 1'3 that socialist 
economics does not have a fixed model, because - faithful to Marx - "it 
depends on evolving and complex production relationships. ,,2 What is good 
"socialist" economics depends on the countty and its stage of development. 
China is in a "primitive stage of socialist development" and its unique problems 
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require unique solutions. As a consequence, for China there is no "mature, 
complete, scientific theoty" (D, Socialism, p. 10). A textbook selects and 
arranges the materials based on "pedagogical" considerations. 

The password of socialist economics in current circulation is economic 
development. ''The basic task of socialism is to develop the productive power" 
(Tl, p. 2; 1'2, Vol. I, p. IS) needed to drive the economy to new heights. 
Indeed, "anything beneficial to productive power should be regarded as 
conforming to the fundamental interest of the people and is therefore required 
and permitted under socialism, while anything that does not contribute to 
productive power should be deemed as a violation of socialism and thus not 
permissible" (Tl, pp. 10-11).3 The mistake of the discredited "leftists" before the 
"correct policy of the current reform leaders" was to emphasize the wrong 
"conflict" - the conflict between classes - on the Marxian dialectic stage. 
Because of the "special character" of the Chinese people and her underdevelop
ment, the "actual" conflict is between people's rising material wants and 
production (D, Socialism, p. 5). The egalitarian idealism must wait for the final 
arrival of the advanced stage of communism, when production reaches a higher 
level than the capitalist West (D, p. 4). 

The central feature of the current Chinese reform is the mix of socialist and 
capitalist institutions. This was introduced pragmatically to enhance growth, and 
the textbooks acknowledge it. Mao's mass mobilization program is deemed as 
the product of "unrealistic" idealism (D, Socialism, p. 7). The former policy 
makers, pursuing Soviet-style central planning and management are criticized for 
their rigidity and their insistence on the opposition between (socialist) "planning" 
and (capitalist) "market" is declared false. Instead, "planning and market 
complement each other." The precursors also erred in their insistence on state 
ownership of the means of production. Multiple forms of ownership of the 
means of production is asserted to be "necessary" for development. 

Having swept aside these mainstays of socialist orthodoxy, the textbook writers 
are confronted with two difficulties. What is the proper mix of capitalist and 
socialist institutions? M>re importantly, how can they avoid any hint that the 
mix suggests an acceptance of capitalism, which is tantamount to treason? On 
the former, textbook writers revised their texts frequently to reflect the changes 
in policy orientation.4 But such revisions are always behind the event - "the 
direction of the wind" is clear only from hindsight -, so that the textbooks are 
perpetually outdated. There is also a tendency for the textbook writers 
(particularly the authors of D) to huddle in the safe haven of Marx's writings, 
while leaving many of the reform issues dangling. 

The danger of treading too close to the capitalist camp in explaining the 
introduction of capitalist institutions is stark. To emphatically rebut the tempting 
thought that the reform represents a transition from socialism to capitalism, the 
textbooks adopt two approaches. The first approach is to insist on the primacy 
of socialist economics. Every capitalistic idea or institution adopted under 
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refonn is shown to be subordinate to socialism. This may COO1lpt the meaning 
of socialism, but used tautologically - or even rhetorically - it is also infmitely 
flexible. The second approach is to present "capitalist economics" and "socialist 
economics" in separate volumes. By identifYing all the current institutions and 
policies instituted by the authority to socialist economics and by caricaturing 
capitalist economics, a clear distinction between the two - the good guys and the 
bad guys - is achieved. 

Of our three textbooks, Tl and 12 employ the first approach. The framework 
underlying these two books may be compared to that of the U.S. textbooks. The 
latter nonnally ,start from relatively unlimited wants and relatively limited 
resources. This creates the problem of scarcity and the need for choices. 
Economic concepts are then developed to answer the questions of "what, how, 
how much and for whom" to produce (Helburn, 1986, p. 18). At the micro level 
the major concepts are: economic wants; productive resources; scarcity and 
choices; opportunities costs and trade offs; economic incentives; specialization, 
comparative advantage, and the division of labor; interdependence; market 
demand and supply; and the price mechanism. This culminates in a competitive 
free enterprise economy coordinated by the market mechanism. Government 
steps in when there are market failures (public goods, infonnation costs, resource 
immobility, externalities, and income distribution). At the macro level the major 
concepts are: aggregate supply and productive capacity; aggregate demand and 
its associated issues of unemployment and inflation; and the long-run growth 
problem of saving, investment and productivity. 

Tl and 12 incorporate many of the major micro concepts - the building 
blocks of "capitalism economics" -, but they are grafted to a two-tier schematic 
framework, based on the slogan pronounced by the supreme leader, Deng Xio
ping: "state adjusts (tiao-jie) the markets, markets guide the enterprises." Free 
market is equated to anarchy and requires the state to bring it into order: "with 
refmed division of labor, only the state can manage the economy to satisfy 
people's needs and achieve balanced growth" (Tl, p. 165). At the disposal of the 
state are three major instruments: administrative, legal and economic. Of these 
the economic instruments are the most important. The state adjusts prices and 
extends credits with one eye on "value" (as determined by embodied labor) and 
the other eye on demand and supply. It sets the direction and the strategy for 
growth. Once the proper price signals are in place and a stable and hannonious 
environment is provided, 5 the enterprise managers "must" have the autonomy to 
run the enterprise - this being a lesson "from the past experience" when 
excessive meddling by the state extinguished their vitality. With given prices 
and dangling profit incentives, the managers strive for efficiency. 

The two tier framework is in fact a weak reed and cannot shoulder the weight 
of the grafted capitalist theorizing. Even though it portrays the economic reality 
in China, it has no analytically plausible foundation. In admitting that price 
mechanism can allocate factors of production, goods and services, why is the 
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market equated to anarchy? Market allocation depends ultimately on consumer 
demand. The writers of TI and T2 are careful to avoid any mention of utility 
analysis, because it is antithetic to socialist labor theory of value. But they 
observe that "the end of socialist production is to satisfy consumers' material and 
spiritual needs" (TI, p. 148) and consumers sovereignty should be respected.6 

If this is the case, why must the government step in "to balance supply and 
demand" and to assure that the rate of growth is "neither too fast nor too slow" 
(TI, p. 136)? Such contradictions can be resolved only if we assume that party 
and government leaders are like Plato's omnipotent philosopher-kings, able to 
pull all the right levers and correct all false starts. This is hardly plausible, and 
even the textbook writers - who bow to these leaders at every turn - were 
obliged to point out that decentralization is necessary because the leaders cannot 
attend to every detail. 

The other textbook, TI, follows the second approach of treating capitalist and 
socialist economics separately to avoid contamination. Its first volume on 
capitalist economics turns out be a totally anachronistic transcription of Marx's 
Capital, from labor theory of value to the "inevitable" downfall of capitalism. 
The capitalist economy is portrayed as an anarchy populated by "cannibalistic" 
exploiters. The second volume on socialism centers on the theme that the 
economy is a machine that can only be run "as an integral whole" by the 
government. But this command economy requires the setting of an "advanced 
socialist economy," beyond the reach of the underdeveloped China. This 
prepares the stage for the celebrated "theoretical discovery" by Deng Xio-ping 
of the uniquely Chinese "primitive socialist economy." In this transitional 
economy, regrettably, not all enterprises are owned and not all prices are set by 
the state. Hence exploitation such as those in a capitalist economy will take 
place despite the vigilance of the government in suppressing it (13, Socialism, 
pp.472-4).7 Needless to say a treatise like this - a surviving remnant of Soviet 
style orthodox economics - is totally out of tune with the enthusiasm towards 
reform shared by the Chinese leaders and the populace, and provides no insight 
whatsoever into the real implications of the newly introduced institutions. It is 
a sad commentary that the text should be used as the principal reference book for 
high schools in many parts of China. 

These texts clearly suggest that high school economics in China is largely 
political thought education - as indicated by the curriculum listing of the course 
- rather than an introduction to a "scientific" discipline. The texts distort the 
realities of reform to fit it into the traditional socialist economics. The key 
importance of the market to coordinate allocation in a system based on profit 
incentives is left in a grey zone. The major contributions by entrepreneurs and 
foreign technologies are ignored. Even the truly remarkable feat of keeping 
down the population increase by the party authority is not mentioned, presumably 
because of its ambiguous impact on the central objective of increasing total 
productive power for the sake of growth. Omissions and contradictions like 
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these are so blatant that it is difficult to believe that they do not undennme 
learning. 

II. CITIZENSHIP AND HIGH SCHOOL ECONOMICS 

High school education helps prepare students to fulfill their future citizenship 
roles. In the West, the aim is to rally the support of the students for a 
participatory democracy and a decentralized economy coordinated by markets. 
The system allows them to make free decisions. In China the population are 
supposed to fall behind the banner of the four "Cardinal Principles": Party 
leadership, Proletariat Dictatorship, Socialism and Marx-Len in-Mao Thought. 
Citizens are expected to be loyal and obedient, so that they perfonn the tasks 
assigned to them. This leaves no room for independent thinking or action. 

One is tempted to conclude from this that economic education for citizenship 
training relies on open discussion and analysis in the West and on indoctrination 
in China. But, on the other side of the coin, Marxist socialism has always prided 
itself on its "scientific" - as opposed to utopian" - roots. The textbooks used 
in high school economic education are therefore expected to lay a reasoned 
foundation for the Cardinal Principles, in order to legitimize the demand for 
loyalty and obedience. In addition, refonn in China has steered the economy 
towards decentralization. Rationing of consumption is phased out, and private 
enterprises are proliferating. Blind obedience needs to be reconciled with the 
need for independent thinking that accompanies the increase in autonomy. Is a 
new balance struck in the Chinese citizenship training between indoctrination and 
reasoningll 

Under the circumstances, just as the textbook writers have chosen Marx as the 
starting point for their economic analysis, they attempt a reasoned defense of the 
Cardinal Principles as the foundation of citizenship training. In essence the issue 
is the legitimacy of the right to perpetual monolithic dictatorship by a Communist 
Party now in the hands of a reform leadership.9 The defense is built on two 
premises. First, socialism is good. The alternative to socialism is capitalism, 
which is not only bad but also (according to the authority of Marx) inevitably 
doomed. Second, the policies of the present Communist party leadership are 
consistent with socialism. Good citizenship is to support what is good, i.e., the 
leadership and its policies. Since policy decisions are made by the leaders, only 
obedience is required of the citizenry. 

The development of these two premises, rather than the teaching of economic 
principles, is in fact the focus of the texts. The establishment of the first premise 
is accomplished by reviewing historical records and by enumerating its merits. 
The relative poverty of China is attributed to feudalism, colonialism and 
bureaucratic capitalism that held back Chinese economic development prior to 
the arrival of Communist saviors in 1949. The growth record since the takeover, 
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a growth rate of "social production" of 8.6 percent from 1953 to 1987, is indeed 
sterling and is credited to the practice of socialism (T2, Vol. 1, p. 6). The still 
higher growth rate of 9.7 percent since 1978 is regarded as a proof of the 
superior wisdom of the reform leaders, who have managed to correct the 
mistakes of "Lin Biao and later the Gang of Four. " This record is then compared 
to the stagflation and unemployment of the capitalist West in the last two 
decades. to 

The superior merits of socialism follow the populist solution of the puzzle of 
how an economy is held together when there is division of labor. As we have 
already mentioned, the texts portray a capitalist economy as both an anarchy and 
an animal jungle, where decisions are made independently by numerous 
capitalists who cannibalize each other in pursuit of profits (T2, Vol. 2, p. 11).11 
Socialism is then obviously superior because a centralized government is there 
to keep everyone in check and to coordinate production and consumption. 
Above all, since the socialist government by definition represents the interests of 
all workers in a classless economy, its policies inevitably are directed for the 
pursuit of general welfare. 

The texts are also concerned with the second premise, defending the legitimacy 
of the present leadership. The driving force comes in from two sources. First, 
there are still many conservatives - some in powerful positions in the party -
who are not at ease with the reform program. The text writers (at least of T1 
and T2) appear anxious to draw a line between themselves and the conservatives. 
Second, since most if not all of these writers are economists brought up under 
the older Soviet tradition, they are as much the newly released inmates of a 
conceptual cage inhospitable to most of the reform programs as the reform 
leaders themselves. They have a strong need to persuade themselves that the 
current reform policies are proper socialism. 

It is inevitable that citizenship education based on these premises would be 
difficult for many students to swallow. On the first premise, the performance of 
socialist China pales in comparison with the still superior growth records of 
capitalist Japan and the four "tigers" - Taiwan, Korea, Hong Kong and 
Singapore - next door. At the same time, socialist economies of Eastern Europe 
and the former Soviet Union are known to have failed. The argument that 
capitalist economies are anarchies is also unconvincing as the increasing 
exposure to the West has actually given the Chinese an exaggerated view of its 
prosperity. The disingenuous distortions of the contributions of the capitalist 
institutions to the success of reform reduces the credibility of the texts, and the 
absence of an open debate on the relative merits and weaknesses of the different 
economic systems only breeds cynicism. 

The heavy stress on the second premise further weakens the integrity of the 
texts. The rationalizations are akin to the defense in a judicial court, except that 
the rule of game - that, under the four Cardinal Principles, the Communist Party 
alone has the voice - excludes rebuttals. The arguments that are presented are 
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either assertions that do not square completely with personal experiences or 
tautologies that stand or fall with faith. They provide no plausible explanation 
for the success of current policies, and offer no guide as to the future limits -
if any - of reform. 

The central question of "why obedience" in the end goes back to the pragmatic 
question of what policies are effective for growth. The convoluted discourse 
debating whether these policies are socialism or not has no real substance. It 
would seem that citizenship training in China would be better served if the 
textbook presentation focuses on actual facts, soliciting support for the reform 
leaders and their empirically proven policies. 12 The record of the government, 
particularly in the last fifteen years, is in fact admirable. Population growth has 
been kept down, standard of living were raised, and much poverty and illiteracy 
were eradicated. The reform program to pull the economy back from the 
aftermaths of the disastrous Culture Revolution has also been remarkably 
successful. Since in China today there is no genuine alternative to the 
Communist Party, open dialogues in the place of thought control might silence 
much of the simmering discontent without inaugurating the demise of socialism. 

The real reason that such a course is not followed is perhaps found in the 
preoccupation of the present leaders with their struggle against the conservative 
opponents. This requires them to present themselves as the true torch holders of 
Marx-Len in-Mao socialism. The textbook writers and high school economic 
education in China are caught in this intramural jostle. The writers of Tl and 
T2 have taken their side with the reform leaders while the writers of 13 appear 
to be hedging their bet. With economic education turned into an ideological 
battleground between two socialist rival camps, there is little hope to escape from 
harangue. 

III. RESULTS OF ECONOMIC EDUCATION ON KNOWLEDGE, OPINION, 
ATTITUDES, AND VALUES 

The third objective of economic education in high schools is the development 
of decision making skills. In the U.S. an algorithm of decision making in 
economic matters is taught. Based on the utility and the profit functions, 
different decision structures are presented, encompassing such concepts as 
constraints, trade-offs, and long-run versus short-run specifications. In the 
Chinese texts there is no comparable discussion of how individual interests may 
be promoted or what decision procedures are necessary for their pursuit. The 
primary goal of economic activities, as mentioned above, is economic growth. 
It promises to satisfy the material and "spiritual" needs of all nationals in the 
future. The strategy for the attainment of this goal is left to the party leaders, 
and good citizenship consists of loyalty and obedience. Thus, as far as economic 
education is concerned, it handicaps the Chinese students in their decision 
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making in two ways. First, the knowledge they receive in the classes is devoid 
of the specifics of economic decision making and may in fact confuse them. 
Second, since autonomy and individual responsibility - the twin bedrocks of 
decision making - are not encouraged, the students in China may develop 
attitudes and values, such as blind obedience, which make them inferior decision 
makers. 

To detennine whether the differences in economic education in the two 
countries have an actual impact on the students' decision making, let us delve 
further into the general decision making process. Formally, decision making is 
to choose among options on the basis of an objective function. It has two 
components: the perception of options based on knowledge/opinion, and the 
fonnulation of an objective function based on attitude/value. Know/edge in our 
context is simply the infonnation available to the students. If the infonnation is 
subject to a personal interpretation, it is transfonned into an opinion, "what a 
person believe[s] to be factually true" (Aronson, 1981, p. 96). ~inion is 
cognitive and transient, easily revised by new evidence to the contrary. 3 In our 
context, as the students develop their knowledge/opinion on the fundamentals 
driving the economy, they become more able to attend to the relevant variables. 
In China, a wider gap between knowledge and opinion may exist, if knowledge 
from the classroom is perceived as propaganda, and in actual decision making 
an individual would be guided by opinion rather than knowledge. 

One further step into the infonnation processing network within the mind of 
a person is attitude, which adds an evaluative and emotional component to 
opinion and is held more tenaciously by the person. Attitude governs the choice 
among the options. At the core of the network is va/ue, fonnalizing a person's 
self concept. Value is developed to reduce cognitive dissonance, as the 
individual attempts to resolve the incompatibilities in attitudes (Aronson, 1981, 
p. 102). If an individual has developed a deeply held and well integrated value 
system, his/her attitudes are more predictable and also less susceptible to 
extraneous influences. His/her objective function is more consistent. 

Before we move on to discuss a survey that we have made to analyze these 
decision making components, some preliminary remarks are in order. On the 
issue of knowledge/opinion, because both the Chinese students and their u.s. 
counterparts must take examinations, we expect some regurgitation of their 
textbooks. It is important to remember, however, that observations of the real 
world as well as folk wisdom reinforced by life experiences are also sources of 
economic knowledge. 14 Because of the inadequacies of their course materials, 
we expect the Chinese students to rely more on these extraneous sources. In 
addition the reforms now taking place in China must have stimulated more 
economic thinking among the Chinese students, as verified by our survey of 
student interest in economics. IS This raises two questions. Balancing the 
motivation provided by the environmental stimuli and the disincentive of a poorly 
constructed economics course, how much do the Chinese students know about 
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their economy relative to their U.S. counterparts? Additionally, if the Chinese 
students draw more heavily from their life experience and personal observations, 
what is the quality of their knowledge/opinion? 

Attitude/value springs from fashion, personality, life experience, and culture. 
Accordinnly we expect a diversity among both the Chinese and the American 
students. At the same time, economic education, as a minor part of the 
students' life experience, can have little influence on their general values. An 
interesting issue is human nature as manifested in the conduct of economic 
affairs. Mainstream economists have always assumed a universal "economic 
man" - relentlessly and rationally pursuing his/her self interest, - quite 
independent of economic education. Since this is the typical behavior in a free 
enterprise economy like the United States, course material describing and 
justifying it should be congenial to American students and reinforce their values 
in this regard. In China the ecbnomic education, as we have seen, attempts to 
direct the students towards loyalty and obedience. If economic man lies in the 
breasts of the Chinese students as well, this must lead to a tug-of-war between 
"natural" self-interest and the value of obedience (or equity, a value stressed 
during the Cultural Revolution barely a decade earlier). Is the economic man 
instinct so strong as to defy indoctrination? If not, does the economic education 
- or more generally, the full span of "political thought education" - induce 
confusion, apathy or cynicism? 

As a step towards the answers of these questions, in 1989 the authors 
conducted surveys of 873 juniors and seniors from three key high schools in 
Beijing and one rural school about 20 kilometers away. They all use Tl as the 
textbook in their economics course. We also made a benchmark survey of a 
sample of 139 seniors from six high schools in northern California, including two 
"select" high schools that are more comparable to the Chinese key high schools, 
a small "necessary" alternative high school and two suburban schools. All of 
these students also had studied economics or were taking the course. 

Knowledge/opinion is tested with questions that we have selected from the 
U.S. Test of Economic LiteracyP Since the Chinese text does not focus on 
these questions, we expect that the Chinese students would do worse than their 
U.S. counterparts, unless their greater interest and their ability to draw from their 
experience with the recently developed market economy compensates for 
weakness in the text. This turns out to be the case: the average Chinese 
students actually did better than Northern California students. Overall, 66.6 
percent of the Chinese respondents gave correct answers to the know
ledge/opinion questions, compared with 64.0 percent of the students from the two 
select San Francisco schools, 54.4 percent of the students from the total 
California sample, and 61.3 percent of the students from the U.S. national 
sample. The Wilcox W statistic reveals a significant difference between their 
scores. 
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Our attribution of their superior knowledge/opinion to folk wisdom is under
scored by the fact that the Chinese students scored higher on questions that are 
not covered in their textbook. For example, 68.2 percent of the Chinese students 
correctly defined profits as revenue minus costs, compared with 42 percent of the 
students in northern California. Similarly, 73 percent of the Chinese students 
stated that "it is the social purpose of profits" to "get businesses to produce what 
consumers demand." In California, 65 percent selected this as the correct 
answer. The first of these questions is not covered at all in the Chinese textbook 
and the second is given only as a supplementary premise, with the primary 
purpose of profit stated as an incentive to higher efficiency. IS 

The knowledge generalization we draw is that Chinese students did not 
slavishly follow their classroom learning and meekly accept indoctrination. 19 In 
response to the flux in their environment, reinforced by their nimbleness and 
openness, they form opinions from many sources in the world around them. 
Even though the institutions in their world were different and often inconsistent, 
they reached views on the operation of the economy that were surprisingly 
similar to the views of their American counterparts. In this sense the Chinese 
students are probably, to a greater extent than their American counterparts, 
compensating for the deficient formal education by their own observations. If 
this interpretation is correct, we would expect that their attitudes and values will 
be even less affected by the course in economics as well. 

To ascertain the attitude/value held by the students, the students were asked 
to choose among answers to evaluative questions. Value is characterized by 
consistency in the attitudes. To test this consistency, each revealed attitude from 
a survey question is assigned to an underlying value system. If attitudes 
registered from the different questions belong to the same value system, then (I) 
the hypothesis that the student has a well integrated value system is not rejected 
and (2) that value system can be (tentatively) identified from the attitudes he/she 
reveals. On the other hand, if the revealed attitudes from different questions 
belong to different value systems, then the student does not have a developed 
value system in his/her realm of economic thinking.20 

To facilitate our analysis, we distinguish three value systems: authoritarian, 
egalitarian, and liberal. An individual is said to subscribe to an authoritarian 
value system if he/she believes in economic planning and endorses a dominant 
role of the government in the economy.21 For each attitude question, an answer 
will be referred to as an authoritarian-type if it conforms to such a value system. 
Similarly, an egalitarian-type answer suggests a preference for equal income 
distribution and the relief of poverty. Finally, a liberal-type answer reveals 
abhorrence of state control, faith in the invisible hand driven by self interests. 

Next we select a criterion question ("question k") and "type" the answer as 
A(uthoritarian), E(gaIitarian) or I..(iberal) as follows: 
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Question: Do you think a government should: 

a plan the production of necessary goods and services 
h. be ready to step in only if economie disruptions (such as unemployment) cannot 

be resolved by the market in a timely fashion 
e. be inactive in the economy except for the provision of national defense and 

police 
d correct for distributional injustices and poverty in the economy 

Answer "a" is scored as A. answers "b" and "e" as L and answer "d" as E. 
Based on this scoring, 32 percent of the Chinese respondents gave A-type 
answers, 33 percent L-type answers and 34 percent E-type answers to question 
k. In contrast, 12 percent of US. respondents gave A-type answers, 47 percent 
E-type answers, and 41 percent L-type answers. It is not surprising that many 
more Chinese respondents feel that the government should plan the production 
of necessary goods and services, a position that is still practiced and stressed in 
the Chinese textbook. Nevertheless, the proportion was less than one-third. 
Even more interesting, a larger proportion of the respondents in China (19 
percent) than that in the US. (12 percent) chose "c" as the answer. Is this proof 
that economic man lurks in China, despite the fact that the value system it 
implies is totally opposed to the official doctrine? 

To test the consistency of underlying attitudes, we look into the attitudes 
revealed by the answers to other questions. Four of them in our survey 
(questions i, i = 1, 2, 3, 4) are particularly relevant and answers to them are 
compiled in the same way.22 If there exists a fmnly held value system, we 
expect full consistency in the respondents' attitudes, i.e., the type classification 
for each respondent should be the same on all questions. Thus, say, a student 
chose the authoritarian answer to the criterion question, question k. We 
designate it as Ak, an authoritarian-type answer A to the kth question. If the 
same student chose the authoritarian-type A to question 1, we designate this 
answer as A 1. Without inconsistencies, the (conditional probability) ratio A 11 Ak, 
calculated by adding up the number of respondents who chose A to the kth 
question and then A again to question 1, should equal to 1.0. If there was 
inconsistency among some students, the ratio would be less than 1.0. If the 
value of this ratio falls below 112, a respondent typed in one way by the answer 
to the criterion question, was more likely to choose an answer in another 
question that signifies him/her to be of a different type. A low value of the ratio 
thus implies the absence of a well integrated value systems for many of our 
respondents. 

A quick glance at Table 16.1 shows that only those choosing a liberal-type 
answer to the criterion question were consistent. Less than 10 percent of those 
choosing an authoritarian answer to the criterion question in both China and in 
the US., for example, have chosen an authoritarian type answer to questions 1 
and 2. Furthermore, the switch is common in other instances as well, so that in 
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fact a majority - in approximately comparable proportions - of the respondents 
in both countries chose the liberal position in their answers to questions 1-4, 
whatever their answers happened to be for question K. We must therefore 
conclude the direct reference to "government" in question K has introduced a 
"framing" phenomenon (Tversky and Kahneman, 1986) which ties an answer 
more narrowly to context. Allowing for this, based on the answers to questions 
1-4, it would seem that a majority of the students in both countries are consistent 
in their attitudes and share a liberal value. 

The conclusion that economic man is universal is unavoidable: the pursuit of 
individual self-interest appears more deeply rooted in human nature than the 
impulse for dependency or egalitarianism. Indeed, despite tight thought control, 
the Chinese students have a moderate and liberal outlook, equal to or perhaps 
even more exuberant than their counterparts in the u.s. The value bodes well 
for the reform program; the Chinese students were at least as appreciative as 
their American counterparts of a market economy. The fact that economic 
education in China was wrongheaded perhaps only deepens their recognition of 
the contradictions and complexities of their environment. The dissonance may 
actually serve to stimulate the development of their values. The goals of 
economic education may be accomplished without streamlined formal instruction. 

TABLE 16.1: Consistency of Attitudes (Conditional Probabilities Based on Percentage 
of Contingent Responses) 

Questions (i = 1,2,3,4) 
Contingency (1) (2) (3) (4) 
answers China U.S. China U.S. China U.S. China U.S. 

AilAk 3 7 7 7 NA NA NA NA 
LilAk 76 53 90 93 67 27 60 60 

EilAk 20 40 3 0 16 60 0 

AiILk 2 6 13 6 NA NA NA NA 
LiILk 73 58 84 90 71 38 65 75 

EiILk 25 35 3 4 14 44 2 0 

AiIEk 4 5 15 4 NA NA NA NA 
LiIEk 71 74 81 84 61 39 57 49 

EiIEk 25 21 4 12 33 54 3 2 

Note: No answer (NA) corresponds to the indicated type characterization. 
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NOTES 

1. We have also examined another text with the same title, written by the Beijing 
Normal University faculty members, published in 1990 and currently in use in Siuchuan. 
The book twned out to be nearly identical to 12. 

2. All translations from the original Chinese in this chapter are by the authors. 
3. This, we may note, is a much narrower goal than the set of goals - freedom, 

efficiency, equity, full employment, price stability, growth and security - normally 
presented in u.s. texts. 

4. For example, Tl was first completed in September 1986, revised in March 1987 
and again in February 1988. 

5. Cyclical problems and stabilization are ignored, preswnably because it is a 
consequence of the free market "anarchy." 

6. An alternative to this is to take the goal of economic growth more seriously, 
perhaps based on fonner USSR argwnents of national security in a world of rivalry 
against capitalist states. This line is not stressed in China, where rapid economic growth 
depends heavily on foreign trade, investment and technology accessible only on terms of 
cooperation. On the other hand, an emphasis on growth could have provided the Chinese 
writers with an oppommity to build their textbooks on relatively ideology-free supply side 
notions such as production factors, and technological change. 

7. The flavor of the volume may be illustrated by its discussion on competition (T3, 
Socia/ism, pp. 258-260). 10 capitalist economies competition is said to be carried out by 
any means at the disposal of capitalists, including "violence." 10 contrast, in a socialist 
economy finns compete to further both private and social gains, they do not neglect to 
cooperate with each other and employ only "legitimate" means such as technological 
change. Labor is not a commodity and therefore the competition does not extend to the 
labor market. Finally, although there will always be losers in a competition, the state will 
take "appropriate" care of the losers. 

8. The habit of ''bowing with the wind" cultivated in the past decades under drifting 
Communist policies is undoubtedly exacerbated by the Confucian and semi-feudal 
historical root in China, stressing that every individual has a proper place in society and 
should not overstep his/her bounds. 

9. The insistence on this goal is assured by the representation of party representatives 
in the textbook writing and its subsequent approval. 

10. The psychologically potent force of nationalism is also invoked. If the present 
growth rate continues, by year 2000 "China will be the sixth greatest economic power in 
the world, behind U.S., USSR, Japan, Gennany and France." Ultimately, tnnnpet the 
texts, socialism will enable China to overtake all others. This strong and prosperous 
China is dangled before the students who are urged to, "through diligent study and hard 
wotk, advance along the socialist road and deliver the great victory of socialism!" (12, 
vol. 2, final phrase on p. 117). 

11. There is a concession that in fact there is an invisible hand that coordinates 
capitalist decisions. But this invisible hand works ''blindly'' and government has to step 
in to correct mistakes and excesses. This correction is necessarily ex-post and is therefore 
inferior to the ex-ante government coordination in socialism. All this aside is given -
literally - in smaller prints in the text (12, Vol. 2, p. 29). 



288 Shen and Shen 

12. This is of course a difficult if not impossible path for the authority to tread. The 
real problem is of course fimdamental. The government is caught in a contradiction -
that socialism is not working yet the monopoly of the power by communist party is 
legitimized by the banner of socialism it carries. Caught in this vise, the government 
really would prefer the citizens to simply obey and not to deliberate on the issues. 
Political education then becomes a pretense, and is generally seen as such by the students. 

13. Although opinion represents the "real" belief, students are accustomed to take 
examinations where they are expected to offer the "raw," untransformed information given 
to them by their teachers or their textbooks. 

14. If the real issue of economic education is effectiveness (peterson, 1982), it does 
not and cannot score high because - unlike natural science - it touches a sphere of the 
targeted person that is not tabula rasa, a blank slate upon which economic educators can 
imprint their own scripts. In this context approaches such as DEEP that attempts 
integration of economic education from kindergarten through high school may be expected 
to be more effective. 

15. For a complete listing of the survey questions see Shen and Shen, 1993. 
16. On the whole, basic human needs and instincts are the same. With broadly similar 

technologies, the social relationships that have been developed in the two societies are also 
broadly similar. We may assume that the complexity of a modem society requires a 
diversity of behavior, generated by a diversity of values. 

17. The questions were 3, 7, 9, 10, and 28 from the TEL, form B (Soper and Walstad, 
1987). 

18. The only question the Chinese students scored less well on was, "which of the 
following is the most essential for a market economy?" The "correct" answer, "active 
competition in the market place," was selected by 51.4 percent of the Chinese students, 
whereas 37.9 percent selected "good government regulations." The latter was consistent 
with the textbook stricture mentioned before, that "state adjusts the markets, market guides 
the enterprises." Despite the fact that this slogan is the central doctrine in their textbook, 
only a minority of the students have embraced it. 

19. This conclusion is also based on responses to other questions. For a discussion 
of these results, see Shen and Shen, 1993, p. 76. 

20. This criterion of consistency is of course far from definitive, especially with the 
relatively small number of probing questions. 

21. This corresponds in a general way to the "authoritarian personality" in the 
psychology literature, as characterized by rigidity in beliefs, possession of conventional 
wisdom, intolerance of weaknesses, punitive, suspicious, and above all reliance on 
authority (Adorno et aI., 1950). 

22. The questions and their scoring are as follows: 
I. In a market economy, the social purpose of profits is to: 

A: get businesses to follow government regulations 
L: get businesses to produce what consumers demand 
E: provide funds to pay workers better wages 
E: transfer income from the poor to the rich 

2. In a market economy, high wages depend primarily on: 
A: actions of government 
A: socially responsible business leaders 
L: high output per worker 
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E: minimwn wage laws 
3. Among the following, which features of the economy is the most 
valuable? 
L: everyone can choose a career path 
E: everyone is guaranteed food, housing and medical care 
E: no one in the society is too rich or too poor 
lUlclassified: "average income grows regularly from one year to the 

next" 
4. Do you think private property is: 
L: a natural right of people 
L: needed to promote economic incentives 
E: an evil because it may lead to exploitation 
lUlclassified: "both good and bad" 
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