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CHAPTER I 

INTRODUCTION AND STATEMENT OF THE PROBLEM 

 
 

Background to the Problem 

Economic literacy has significant importance to individuals for two 

primary reasons.  First, as a value judgment, to be a well rounded individual, a 

person should be versed in various areas of learning, including economics (Stigler, 

1970).  Second, from a utilitarian standpoint, citizens of a nation are required to 

judge public policy and cast their votes in various elections and referendums; 

presumably an informed citizenry will make better decisions (Stigler, 1970).  

Alan Blinder, former Vice Chairman of the Board of Governors of the Federal 

Reserve System and current professor of economics at Princeton University, has 

been quoted as saying “I believe that a society that has a higher average level of 

economic literacy will produce better economic policies because the people will 

demand more of their legislators,” (Salemi, 1998, p. 36).   

It would appear that the American public agrees with the supposition that 

economic education is important.  Results of a national survey (Harris and 

Associates, 1999 as cited by Hansen, Salemi & Siegfried, 2002) revealed that 

98% of respondents felt that basic economics should be taught as early as high 

school, and 88% believed that politicians should have a good understanding of 

economics.  Data from a follow up survey conducted for the National Council on 
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Economic Education (NCEE) indicated that nine out of ten individuals surveyed 

believed it was very important for people to have a good understanding of 

economics (Harris, 2005).  The Federal government has indicated its agreement as 

to the importance of economic education with the passage of the Credit Card Act 

of 2009.  Included in this legislation was a provision directing the Secretary of 

Education to report to Congress on existing Federal financial and economic 

literacy education programs as well as a strategic plan to improve and expand 

financial and economic literacy education (HR. Res. 627, 2009).   In connection 

with this legislation, as well as the soaring cost of higher education and increasing 

debt loads students are taking on in order to pursue their studies, some institutions 

are requiring students to enroll in financial literacy courses in order to qualify for 

grants to fund their education (Supiano, 2009).   

A lack of economic knowledge affects individuals in several ways and 

recent events help to illustrate these effects quite clearly.  First, a lack of basic 

economic knowledge can affect an individual’s opinion about economic issues.  A 

Gallup poll of college seniors asked the students whether or not the respondents 

thought the U.S. government should prohibit oil companies from raising the 

prices of oil and gas in response to a supply shock in the Middle East (Walstad 

and Allgood 1999).  Fully 40% of those surveyed felt that the government should, 

in fact, prohibit oil companies from raising their prices as a response to decreased 

supply, which reflects a poor grasp of some of the most basic tenets of economics, 

namely the allocation of scare resources, supply and demand, and open markets. 
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Second, a poor grasp of basic economics can also translate into difficult 

and often poor choices at the polls in election years.  Voters cannot 

knowledgeably vote on proposals if they do not properly understand the economic 

effects of these actions.  Current legislators have grappled with the failure of the 

Federal Home Loan Mortgage Corporation (Freddie Mac) and the Federal 

National Mortgage Association (Fannie Mae), both of which were nationalized, as 

well as the failure of investment bank Lehman Brothers and global insurer 

American Insurance Group (AIG) among others.  These failures, the Emergency 

Economic Stabilization Act of 2008 enacted by Congress and the approximately 

$800 billion economic stimulus package recently passed into law, will generate 

tremendous costs that will ultimately be borne in part by the taxpayers.  

Knowledge of basic economics will be all the more vital in future Congressional 

and Senate elections, as the Troubled Assets Relief Program and economic 

stimulus package are carried out.  Findings from a 2008 survey by the Pew 

Research Center revealed that Americans were concerned about the nation’s 

current economic situation to the near exclusion of any other issue in the prior 

election year.  It is interesting to note that 22% of respondents reported that they 

believed that the country was in a depression (Pew Research Center, 2008), 

illustrating a misconception as to what economic conditions constitute a 

depression.  The current debate on how to reform the country’s health care system 

is another critical issue for Americans.  In 2009 health care was identified as the 

most closely followed news story by 46% of respondents, eclipsing the 23% who 
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reported following the economy in general (Pew Research Center, 2009).  

Understanding the costs and benefits of any health care reform proposal will 

require a basic understanding of economic principles. 

In an earlier study, data from five national surveys conducted during the 

period spanning 1992-1999 were analyzed with the specific purpose of looking at 

the level of economic knowledge of the respondents and their responses to the 

various questions on economic issues (Walstad and Rebeck, 2002).  The data 

analysis expanded upon the previously mentioned Gallup poll and provided more 

robust evidence that those adults who had taken a course in economics in college 

scored consistently higher on various tests of basic economics, regardless of 

which survey questions were analyzed.  These findings would indicate some 

lasting value to taking economics courses.  Further, it was determined that the 

greater the level of economic knowledge the respondent had, the more likely it 

was that the individual’s view on any given economic issue would mirror that of 

most economists on that issue.  Economic knowledge was also found to be 

positively and significantly correlated with a general level of optimism about the 

future of the economy (Walstad and Rebeck, 2002). 

One source of learning about basic economics is in the classroom, more 

specifically, economics courses.  A basic course in the principles of economics is 

often required in baccalaureate degree programs, and more students enroll in the 

principles course than enroll in all economics courses in total (Saunders, 1980).  It 

has been estimated that 40% of all undergraduates take at least one course in 
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economics (Hansen et al., 2002).  Yet findings from research on the general level 

of economic knowledge among college students indicate that these courses do not 

seem to be having a lasting impact. 

The issue of the efficacy of economic education is complex; research has 

found conflicting results as to whether students retain what they learn in class.  In 

a critique of the state of economic education nearly 45 years ago, the well-known 

“Stigler hypothesis” predicted that if college seniors were given an essay test on 

current economic problems, there would be no difference in the performance of 

those students who had taken a typical two semester sequence course in 

economics and those who had never taken any course in economics (Stigler, 

1963).  Subsequent research on the efficacy of economic education generally 

indicates that the “Stigler hypothesis” holds and that economics courses in general 

have limited lasting effects on students’ learning of basic economic principles.   

Instructional methods used in teaching economics have been studied to 

determine if specific classroom techniques might improve the impact of 

economics courses, but the findings are mixed.  Various studies examined the 

usefulness of nontraditional learning techniques such as team based learning and 

active learning techniques, such as in-class experiments, and compared them to 

the more traditional method of lecturing.  One study’s findings showed that use of 

non-traditional techniques resulted in improved scores on standardized tests of 

economic knowledge (Emerson and Taylor, 2004) while another showed no 

statistically significant difference in performance among students who were 

 5



 
 

taught using team based learning exercises and those whose class was delivered in 

a traditional lecture format (Hettler, 2006). 

Characteristics of the learners themselves, such as gender, age, and 

attitude toward the subject matter, are frequently studied as a possible source of 

differences in achievement or learning.  According to 2003 data from the National 

Center for Educational Statistics (NCES), women are underrepresented in 

economics classes (Blau, 2006).  Several theories have been used to explain this 

underrepresentation, such as the mathematical nature of economics (Ballard and 

Johnson, 2005), as well as the pedagogy typically used in economics courses 

(Jensen and Owen, 2001), but no consensus has been reached.  Some studies have 

shown that female students do not perform as well in introductory economics 

courses as male students (Gratton-Lavoie and Stanley, 2009; Green, 1997; 

Anderson, Benjamin and Fuss, 1994).  More recent research on students 

nationwide in grades K through 12 (Hyde, Lindberg, Linn, Ellis & Williams, 2008) 

indicates that the commonly perceived notion of gender differences in math skills 

is not accurate and that current data indicate that males do not perform 

statistically better in math.   At the post secondary level, however, a statistically 

significant gender gap in math skills was found to still exist (Gupta, Harris, 

Carrier & Caron, 2006). 

The attitude of students toward their coursework is often cited as an 

important factor in their learning outcomes.  Studies of students in economics 

(Hodgin, 1984), accounting (Ferriera and Santoso, 2008) and mathematics (Gupta 
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et al., 2006) have all linked positive attitude toward the subject matter and higher 

grades in the course. 

The role of the instructor in a student’s level of achievement has also been 

studied.  Bain (2004) studied the effects certain college instructors had on their 

students and found that some instructors were reported by their students to have 

had an enduring effect on them and their learning.  Instructors who use 

transformational leadership behaviors in their classroom, such as showing 

enthusiasm for the subject, challenging students, were also found to have been 

able to inspire their students to work harder and report greater satisfaction with 

their learning experience (Walumbwa, Wu & Ojode, 2004).  Use of 

transformational leadership was also reported as being significantly correlated 

with a student’s level of involvement in a course, which can also enhance learning 

outcomes (Harvey, Royal & Stout, 2003). 

 

Statement of the Problem 

A general level of broad economic knowledge is widely believed to be 

important for an individual to function in today’s increasingly complex 

environment.  Current literature reveals, however, that students who take 

economics courses as undergraduates are unable to perform better than students 

who have not taken such courses on a test of general economic knowledge.  

Furthermore, economics is one of the lowest rated disciplines among 

undergraduate students both for course and instructor effectiveness (Cashin, 1990).  
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Research to date has focused predominantly on the manner in which economics is 

taught, more specifically lecturing versus more active learning techniques.  There 

has also been a great deal of research regarding this current crop of traditional 

college aged students, and the general incompatibility of more traditional teaching 

techniques with these students’ preferred learning methods. 

The results of research with regard to instructional techniques are mixed, 

however, and shed little light on how to improve learning outcomes.  Further, it 

appears that gender may explain some but not all the variance in learning of basic 

economic principles.  A positive attitude toward the subject matter may also 

explain at least a portion of the variance in learning outcomes as well. 

 Perhaps another way then to understand student attitudes toward economic 

education, and these students’ retention of basic economic knowledge is through 

an understanding of the student’s attitude toward economics, as well as the impact 

of the leadership style of the instructor on student attitudes and achievement in 

these courses. 

Therefore, I will examine the relationships between and among instructor 

leadership style, student attitudes toward economics, and retention of basic 

economic knowledge. 

 

Conceptual Framework 

Instructors and their interactions with students have been studied to better 

understand what influence instructors might have on the students’ learning 
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outcomes.  Many different ways of assessing the role of the instructor exist, 

including the teaching style of the instructor; however, research on teaching styles 

show mixed effects on student learning (Emerson and Taylor, 2004; Santos and 

Lavin, 2004; Hettler, 2006; Pashler, McDaniel, Rohrer and Bjork, 2009).  

Therefore, the conceptual framework that will guide this research is based on 

Bass and Avolio’s Full Range of Leadership Model. 

 

Full Range of Leadership Model 

Avolio and Bass’ (1991) Full Range of Leadership Model details the 

importance of a transformational leadership style to leadership effectiveness.  

This model outlined three primary styles of leadership, transactional and 

transformational, as well as passive/avoidant.  Transactional leadership focuses on 

rewards to reinforce desired behavior or performance and disciplinary actions to 

discourage inappropriate behavior or performance.  Transformational leadership 

on the other hand, encourages followers to go beyond their own self-interests and 

the transformational leader inspires followers, stimulates them intellectually, and 

is generally a charismatic figure (Bass and Riggio, 2006).  Passive/avoidant 

leadership is identified by a lack of active leadership behaviors, in which leaders 

often avoid making any decisions at all and tend to react only after problems or 

mistakes have become serious (Bass and Avolio, 2004). 

While the Full Range of Leadership Model has been predominantly used 

in military and other organizational research, it can readily be applied to an 
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academic setting.  In the classroom, transactional leadership is embodied in the 

notion of students producing work or taking a test merely to receive a grade, 

while transformational instructors encourages students to do more, to meet bigger 

challenges and raise their expectations; learning is no longer just about receiving a 

grade.  Transactional instructors may not noticeably alter the way students 

perceive the benefits of learning, but students taught using such behaviors may 

only pursue learning within the class framework.  The transformational instructor 

on the other hand, encourages and motivates students, elevating expectations and 

valuing the students’ needs. 

Transformational instructors may inspire their students (Avolio and Bass, 

2004).  Instructors who use transformational leadership take the time to identify 

students’ interests and seek to connect with these interests within the scope of 

their class with the effect of achieving improved learning (Walumbwa et al., 

2004).   

In a study of leadership style, the effects of gender and educational 

outcomes, the leadership style of the instructor was found to be a significant 

predictor of educational outcomes (Walumbwa et al., 2004).  Students were more 

satisfied, were more willing to put forth extra effort to achieve in the class and 

also perceived their instructors as being more effective when instructors used 

either a transformational leadership style or certain facets of transactional 

leadership, namely active management by exception or contingent reward 

leadership style.  Active management by exception behaviors include ongoing 
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monitoring of performance and prompt correction of errors or problems to 

maintain an expected level of performance, while contingent reward behaviors 

include clarifying instructor expectations and what students can expect to receive 

if they meet the expected level of performance (Bass and Avolio, 2004).  In that 

study, students rated passive management by exception leadership, where an 

instructor waits until errors become serious before providing feedback, 

unfavorably, and both males and females reported that using passive management 

techniques by exception behaviors, was unsatisfactory and did not elicit any extra 

effort from them (Walumbwa et al., 2004). 

 

Research Questions 

 The research questions that guided my research process and analyses were 

the following: 

1. What is the relationship, if any, between a student’s perceptions of the 

leadership style of the instructor in an introductory economics class and 

that student’s attitude toward economics? 

2. What is the relationship, if any, between a student’s perceptions of the 

leadership style of the instructor in an introductory economics class and 

that student’s retention of basic economic knowledge? 

3. What is the relationship, if any, between student demographic 

characteristics such as gender, age, and the student’s major and the 

student’s perception of the leadership style of the instructor? 
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4. What is the relationship, if any, between student demographic 

characteristics such as gender, age, and the student’s major and the 

student’s attitude toward economics? 

5. What is the relationship, if any, between certain student demographic 

characteristics such as gender, age, and the student’s major and the 

student’s retention of basic economic knowledge? 

6. What is the relationship, if any, between a student’s retention of basic 

economic knowledge and his/her attitude toward economics? 

The chart below illustrates the key variables and the relationships to be 

investigated in this research. 

Figure 1:  Diagram of Variables and Research Questions 

Instructor 
Leadership 

Style 

Student Attitude 
Toward 

Economics 

Basic 
Economic 

Knowledge 
Demographics: 
Gender, Age, 

Major 

 

Significance of the Study 

 Everyone needs a basic knowledge of the general tenets of economics.  

The more complex society becomes, the more knowledgeable its citizens need to 
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be.  Research has shown that many instructional techniques can be effective in 

economics courses in the short-term, but lasting knowledge is not being instilled, 

even on a most basic level.  Much has been written about this current generation 

of learners, both in scholarly publications and the popular press, but consensus on 

how best to reach these learners does not exist.  Educators in the field of 

economics may be interested in the findings as they may illustrate one facet of 

instruction, namely the leadership style of the instructors, and the impact the 

instructor’s style has on the students’ attitude toward economics as a subject, and 

the resulting knowledge gained.  Further, given the importance the American 

public places on economic education and the growing complexity of the economy 

today, the public at large may be interested in the findings as they relate to 

improved learning outcomes among economics students.  

Educators outside the field of economics, including those in the areas of 

teacher education as well as management, may also be interested in the findings 

on the effect of leadership style on attitude toward subjects as well as learning by 

students, although the ability to generalize the results of the study beyond the 

subject of undergraduate principles of economics may be limited. 
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CHAPTER II 

REVIEW OF RELATED LITERATURE 

  

A review of related literature reveals considerable research on economic 

education as it is presently undertaken, as well as research on the characteristics 

of today’s instructors and students, all with implications for changes for the future 

of the discipline. 

 

Economic Literacy 

 If one of the goals of economic education is fostering economic literacy 

among students, then it is important to define economic literacy and relate this 

goal back to methods of teaching economics as well as what economic literacy 

means.  One definition of economic literacy is the ability to go beyond classroom 

learning and to use economic concepts in one’s own life, even years after being in 

the classroom (Robinsohn, 1975, as cited by Salemi, 2005).  The National Council 

on Economic Education (NCEE), in connection with its “Campaign for Economic 

Literacy,” enumerated 20 different standards that students should master in 

economics by the time they graduate from high school.  These standards included 

such concepts as the scarcity of resources, how these resources are allocated, and 

the gains from trade and specialization (NCEE, 1998).  While these standards 
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were established with high school students in mind, it would stand to reason that 

such competencies should be attained by college students as well. 

 One facet of this research was to examine whether today’s college 

students are economically literate.  Do they have a basic level of economic 

literacy after having taken a semester long introductory economics course? 

 

Present State of Economic Education 

There has been a great deal of research on economic education.  Much of 

the research has focused on the effectiveness of economics courses, which in turn 

has engendered discussions of what the goal of economic education should be and 

how to achieve that goal, specifically what curriculum should be followed and 

what, if any, instructional techniques have the biggest impact.    

 

Efficacy of Economic Education 

While the primary source of economic knowledge for many individuals is 

the classroom, the efficacy of economics courses is debated.  Research provides 

conflicting results on the long term effects of taking economics courses.  One 

such study included college students at various stages of academic standing as 

well as alumni who had been out of college for five years; findings revealed that 

students who had taken such a sequence of two introductory economics 

performed better on a test of economic knowledge than those students who did 

not have such courses.  Further, the impact of these courses was a lasting one, 
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although the impact was lessened over time (Saunders, 1980).  The results of this 

study do not directly refute the “Stigler hypothesis,” however, in that Stigler 

(1963) was focused on the student’s ability to analyze real life economic issues 

and problems, while this particular study used a hybrid version of the Test of 

Understanding in College Economics (TUCE), a multiple choice test that 

measured students’ understanding of more general economic knowledge 

(Saunders, 1980). 

A more recent study sampled 12,854 college seniors enrolled in business 

programs that required each student to take an economics principles course 

(Walstad and Allgood, 1999).  Findings showed that these students, all of whom 

had taken an economics principles course, were only able to answer 41% of the 

economic items correctly, which is far below what would be a failing grade on a 

standard grading scale (Walstad and Allgood, 1999).  This particular study used 

another instrument, the Major Field Test in Business II (MFTB), an instrument 

similar to the TUCE in that it is a multiple choice test of general business 

knowledge, but does not directly address the issue of ability to analyze real life 

economic problems.  So while the methods of assessment in these studies have 

differed, the consensus was that lasting knowledge of economic concepts and 

principles is not being achieved. 
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Goal of Economic Education 

Research conducted on the present state of economic education has 

generally focused on one of two areas: the content matter covered in the first 

semester or principles course, which is typically a student’s introduction to the 

study of economics, or the instructional methods employed.  Prior to discussing 

the content or method of instruction, however, a more basic issue needs to be 

resolved and that is the goal of introductory economics courses.  There continues 

to be debate among educators and economists as to the purpose of these courses, 

which in turn affects what content should be included and how it would best be 

presented.   

One school of thought on the goal of economic education is that 

introductory economics classes should provide the students with a general level of 

understanding of economic principles, but that the students should also be 

provided with a workable foundation on which further study in economics could 

be based (McConnell, 1998).  It may be however, that these two goals may be at 

cross purposes when pursued in an introductory economics course (Salemi and 

Siegfried, 1999).  For students to develop a good understanding of economic 

concepts, fewer concepts should be introduced but more applications of these 

concepts used.  Providing a foundation for future study in economics on the other 

hand, may require more broad-based knowledge so that students can be prepared 

for whatever upper level courses they might choose to take within the discipline 

(Salemi and Siegfried, 1999).   
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More recently, it has been argued that the principles course in economics, 

as it is currently taught, is a missed opportunity to improve the economic literacy 

of its students (Hansen et al., 2002).  In a later panel discussion of Hansen et al.’s 

paper, reactions were mixed.  Nobel Laureate Robert Lucas asserted that the first 

semester economics course should be similar in nature to those introductory 

classes in the sciences, which is often a rigorous introduction to the subject matter, 

that would weed out students not prepared for future study in that area.  Lucas did 

admit, however, that such a class would be of little use to students not planning to 

major in economics, and he had no ready solution for this problem of best 

meeting the needs of both types of students (Lucas, Krueger and Blank, 2002). 

 Others have not been convinced that it is the first semester principles of 

economics course that should be responsible for making students economically 

literate.  Since only 10% of the overall adult population will ever take a college 

level economics course, any changes made to the course would have little effect 

on national economic literacy and would not be worth undertaking.  Rather, the 

focus should be on education at the high school level so as to reach more people 

(Lucas et al., 2002).  Based upon her prior experiences working with 

policymakers in Washington, Blank (2002) agreed with Hansen et al. that 

economic literacy is an important goal.  The main goal of economics instructors is 

not necessarily to train future economists, and that given the high level of 

enrollment by undergraduates in introductory economics courses, there exists a 

good opportunity to make a difference in the economic literacy of the college 
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educated portion of the population at a minimum, and that as educators it was 

important to make the attempt (Lucas et al., 2002). 

 Absent from this discussion of the goals for economic education, and an 

area to be explored further in this research, is the student who takes such 

introductory classes and his or her motivations for taking the class. It has been 

estimated that over 40% of undergraduate students take at least one economic 

course during their undergraduate studies (Hansen et al., 2002) while a much 

smaller fraction of undergraduates major in economics, approximately 2% of all 

bachelor’s degree recipients (Salemi & Siegfried, 1999).  It is apparent that not all 

students have the same goals when taking any course, let alone economics courses. 

Some insight into student motivations in taking economic courses were 

revealed in a survey of college graduates who majored in economics as well as 

other business and non-business majors (Allgood, Bosshardt, Van der Klaauw and 

Watts, 2004).  The graduates relayed their perceptions of their classroom 

experiences in economics courses, both in absolute terms as well as relative to 

other courses taken in college.  Several general impressions were gleaned from 

the data.  First, most students only took the economics courses they were required 

to take for their major and rarely took any economics class as a free elective.  

Furthermore, two-thirds of non- economic business majors and nearly 60% of 

non-business majors surveyed indicated that they did not wish they had taken any 

more courses in economics (Allgood et al., 2004).  The students who did not 

major in economics, both business and non-business majors, were specifically 
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asked why they did not take more economics courses.  The predominant reason 

cited was interest in other subjects (60%), although 17% believed that economics 

was too abstract and another 15% cited poor instruction.  Among non-business 

majors, more than 40% also indicated their interests lie in other subjects.  

Approximately 10% of the non-business majors reported they felt the material 

was too difficult and another 10% cited poor instruction.  Economics majors for 

the most part indicated that they were pleased with their choice of major and 80% 

of them would recommend it as a major to incoming freshmen if they were 

similar to themselves in abilities and interests.  With an overall response rate of 

only 9% Allgood et al.’s (2004) study suffers from a possible non-respondent bias; 

however their findings provide a glimpse into the motivations behind students’ 

choices when it comes to economics. 

The reasons behind a student’s taking an economics course may be 

reflected in that student’s attitude toward the subject matter.  Do today’s students 

have a negative attitude toward economics as a subject?   

 

Curriculum and Subject Matter 

Given the lack of consensus on the purpose of an introductory economics 

course, it is not surprising that the views on the subject matter to be covered vary 

widely.  One view is that instead of focusing on certain core competencies, 

today’s curriculum in economics courses is increasingly influenced by the 

academic department and the individual instructor, with the effect of biasing the 
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content coverage to those topics that are of interest to the instructors and to 

existing textbooks, which in turn limits the innovation of subject matter (Johnston, 

McDonald & Williams, 2001).  A more appropriate method for determining 

curriculum and subject matter might be to listen to the needs of the “consumers,” 

namely the students taking the courses.  A common plea among economics 

students is that classes incorporate specific examples that relate to their life 

experiences (Johnston et al., 2001).  This plea goes back to the concept of a 

student’s motivations for taking the class; why a student takes a class will 

influence what subject matter is more personally relevant to that student and may 

affect their overall achievement. 

Another view is that the introductory class should be structured to focus 

on the 20 Voluntary National Content Standards established by the NCEE for 

high school students (Hansen et al., 2002).  These standards and the concepts they 

encompass, focus primarily on fostering economic literacy, and could be adapted 

to older students.  Salemi (2005) created his own “short list” of topics to be 

covered, and while he acknowledged that instructors’ lists will have some 

variance, he maintained that most of these lists would have several topics in 

common.  “The short list will always include scarcity, opportunity cost, marginal 

costs and benefits, demand, supply and market price” (p. 46). 
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Instructional Methods 

Numerous studies have been conducted to determine what instructional 

methods are used in classrooms and the efficacy of those methods.  There has 

been much discussion in education in general as to the importance of engaging 

students with varied teaching techniques with the goal of improving learning 

outcomes. 

In a report at the January 2006 meeting of the American Economic 

Association, the results of a third national survey of teaching methods were 

discussed (Watts and Becker, 2005), providing a basis for comparison to prior 

surveys conducted in 1995 and in 2000.  In the 2000 survey it was found that 

while professors spent more time on teaching and less on researching, lecturing 

still comprised 83% of class time and the textbook was used approximately 83% 

of the time as well, with little use of current readings (Becker and Watts, 2001).  

These figures remained unchanged in the 2005 survey.  Some instructors have 

now reported greater use of in-class discussions, albeit instructor led discussion; 

however, instructors are rarely using guest lecturers, student self-assessment tools 

such as one-minute memos, cooperative learning, or group work (Watts and 

Becker 2005).  One change from the 1995 survey, however, has been the 

increased use of the Internet for various information searches (Becker and Watts 

2001).  There is still a heavy reliance on multiple choice testing as the primary 

form of assessment (Becker and Watts, 2001), particularly in lower level 

principles classes, but less so in upper level classes.  On average approximately 
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45% of the grade in a typical introductory economics course was found to be 

based on multiple-choice testing, with an average of 20% in upper level courses.  

It should be noted, however, that this survey had an overall response rate of just 

13% which limits generalizability.   

Reliance on traditional teaching methods is not limited to instructors in the 

U.S.  Research on the teaching methods of economic educators in the United 

Kingdom, specifically the use of one-minute papers as a pedagogical tool 

reflected similar reliance on traditional instructional methods (Stead, 2005).  Only 

3.7% of the economics instructors at the University of York indicated that they 

used a one-minute paper in their economics classes.  Also surveyed were 

subscribers to an online economic history education listserve EH.Teach.  Among 

these online subscribers, nearly 39% indicated that they had used a one-minute 

paper in teaching their classes.  The small sample sizes, 28 instructors at the 

University of York and 18 respondents from the online listserve, limit the 

findings’ generalizability; however, results are consistent with the findings 

regarding instructors in the United States (Watts and Becker, 2005). 

Some might believe that such findings are typical of only research 

universities; however this is not the case.  In a study of the relationships between 

pedagogy, gender and interest in economics, which used as its sample nearly 

1,800 students who took economics with 67 different instructors at 34 different 

liberal arts colleges, the majority of the instructors surveyed reported that 

lecturing was their most frequently used teaching technique, followed by class 

 23



 
 

discussions and group problem solving (Jensen and Owen, 2001).  Liberal arts 

colleges, rather than larger research universities, were specifically included in the 

study to examine the supposition that liberal arts colleges would be more likely to 

utilize more varied teaching techniques; however, this supposition was not 

supported by the data (Jensen and Owen, 2001).   

The empirical research that has been conducted on the efficacy of different 

instructional methods has shown varying results.  In one study, students who took 

a principles course in microeconomics that emphasized in-class experiments 

performed better on the TUCE than those students whose class relied on lectures 

as the only form of pedagogy (Emerson and Taylor, 2004).   Another study using 

a quasi-experimental design examined the effect on deep learning when more 

active learning techniques were employed in the classroom (Santos and Lavin, 

2004).  These techniques included having some students complete two economic 

research assignments that incorporated researching and manipulating relevant 

economic data as well as completion of an analysis of the data using concepts 

discussed in class.  Results were not clear cut, however; while both gender and 

participation in the treatment group were positively correlated with deep learning 

scores data could not demonstrate unequivocally that the additional instructional 

activities beyond the more traditional lecture format promoted deep learning 

(Santos and Lavin, 2004).  Data from a study of the efficacy of using team based 

learning in improving student problem solving skills as well as content knowledge 

in an introductory macroeconomics course (Hettler, 2006) found no statistical 
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difference in performance between those students who were enrolled in the class 

which included team based learning exercises and those who attended a 

traditional lecture format class.  A recent meta-analysis of literature focusing on 

the efficacy of matching teaching styles to student learning styles (Pashler et al., 

2009) found no support for the supposition that instruction is most effective when 

provided in a style that matches the preferred learning style of the student. 

Grades are often viewed as an incentive to improve performance.  Data 

reported from a study of the effect of grades in a microeconomics course (Grove 

and Wasserman, 2006) indicates a significant effect.  One section of students was 

given grades for completing various problem sets throughout the semester while 

the other section was given the assignments but the work was not graded.  A 

statistically significant yet slight improvement in test grades of 2.27 points was 

found among those who completed the graded assignments.   Such an 

improvement among the control group was estimated to have had the potential to 

raise those students’ letter grades by one-third, e.g. from a C+ to a B- or an A- to 

an A (Grove and Wasserman, 2006). 

Given the mixed results, it is unclear whether using more active learning 

techniques results in improved academic achievement in economic education.  

Furthermore, in light of the mixed performance of such techniques, it is not 

surprising that the majority of economic instructors continue to rely on the less 

labor intensive method of lecturing.  But if the instructional method employed 
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does not consistently explain the achievement of students, are there other factors 

that can improve the students’ learning?   

Looking at economic education as it presently exists, specifically the 

curriculum followed and the instructional methods employed, research to date has 

indicated mixed results and overall limited effectiveness of this education.  This 

research looked at the learning environment with a different lens, examining more 

closely the classroom management role of the instructor in the learning process.  

What role does the student’s attitude toward economics as a subject play in their 

gaining economic knowledge?  

 

Attitude toward Economics and Achievement 

A great deal of research exists on the link between attitude and 

achievement in academics.  Bach and Saunders (1965) put forth the supposition 

that a student’s learning in an economics course was in part dependent upon the 

level of that student’s interest in the course.  Karstensson and Vedder (1974) 

sought to test this supposition using a measure of student attitude toward 

economics specifically and found a statistically significant and positive 

relationship between a student’s pre-course attitude and their overall course grade.  

Further, those students whose interest in economics increased during the course of 

the semester were also found to be more likely to take additional courses in 

economics.  One regression model (Hodgin, 1984) was examined that links 

attitude toward economics, the intention to comprehend economics and actual 
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learning outcomes.  The model further examined the bidirectional causality 

between performance in class and attitude toward economics as a subject, positing 

that each affected the other.  Using a sample of 190 introductory macroeconomics 

students, Hodgin (1984) found a statistically significant relationship between the 

students’ performance in the course and their subsequent attitude toward 

economics; however, when analyzing the effect of attitude on performance, a 

positive but statistically insignificant relationship was found.  Findings from a 

more recent study (Ferriera and Santoso, 2008) of undergraduate accounting 

students found that negative attitudes or perceptions regarding accounting had a 

detrimental effect on a student’s performance while a more positive attitude 

helped improve the student’s academic performance.  Results from another study 

of success in college level mathematics (Gupta et al., 2006) revealed a statistically 

significant relationship between the student’s attitude toward mathematics and 

their achievement in the course, as measured by final course grades. 

Is there a relationship between a student’s attitude toward economics as a 

subject and their level of knowledge of basic economics?  Do students who view 

economics more positively learn more in the class?  The subject research will 

look for a correlation between the students’ attitude and their retention of basic 

economic knowledge. 
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Influence of the Instructor 

Beyond the pedagogy employed, research has also been conducted to 

examine the role the instructor plays in a student’s academic achievement, what 

additional influence an instructor might wield, and to what effect.  One way to 

conceptualize leadership is to view it as being either transactional or 

transformational in nature (Burns, 1978).  Avolio and Bass’ (1991) Full Range of 

Leadership Model details the importance of a transformational leadership to 

leadership effectiveness.  This model outlined these two primary styles of 

leadership, transactional and transformational.  Transactional leadership focuses 

on rewards to reinforce desired behavior or performance and disciplinary actions 

to discourage inappropriate behavior or performance.  Transformational 

leadership on the other hand encourages the follower or student to go beyond his 

own self-interests and the transformational leader is a charismatic figure who 

provides inspiration as well as intellectual stimulation (Bass and Riggio, 2006).     

The individual components of the Full Range of Leadership Model and the 

primary characteristics of each can be broken down according to leadership style, 

with specific methods used.  The transactional leadership style can be 

characterized by either laissez faire leadership, which is the most inactive style, 

essentially avoidance of leadership or by management by exception (MBE).  A 

leader using MBE can be either passive, waiting for mistakes or errors to occur in 

follower performance before correcting, or active, where the leader monitors the 

follower’s progress and modifies as necessary.  Active MBE is a more proactive 
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style than passive.  The final component of transactional leadership is contingent 

reward behavior, in which the leader promises rewards for satisfactory 

performance. 

A transformational leadership style, on the other hand, is manifest in a 

much different manner.  One manifestation is charismatic leadership, which is 

also referred to as idealized influence; transformational leaders are admired, 

respected and trusted.  These leaders are consistent in their actions, not arbitrary.  

Transformational leaders also utilize inspirational motivation; they display 

enthusiasm for the task at hand, optimism, and encourage team spirit.  These 

leaders motivate and inspire their followers; they provide meaning and challenge 

to their work.  Intellectual stimulation is another tool of transformational leaders; 

they make use of innovation and creativity, look at old problems in new ways.  

And finally there is individualized consideration.  Transformational leaders pay 

close attention to the individual needs of their followers.  They frequently act in 

the capacity of a coach or mentor, and provide their followers with new learning 

opportunities in a supportive climate.  Demonstration of acceptance of individual 

differences is critical for transformational leadership. 

A longitudinal study of transformational leadership in a military setting 

was conducted to assess the effect of transformational leadership (Dvir, Eden, 

Avolio and Shamir, 2002).  Using an experimental design, the performance of 

military trainers and of the recruits they would train was studied (Dvir et al., 

2002).  Seven trainers, the experimental group, were given training in 
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transformational leadership, while the remaining five trainers, the control group, 

were given a more standard training program.  These trainers were then assigned a 

squad of infantry cadets to teach the officer training program, and then these 

cadets, upon completion of this officer training, were then assigned to lead basic 

training platoons.  The results indicated that not only did the cadets who were 

trained by the experimental group of trainers display positive effects in several 

areas of development posited to be effected by transformational leadership such 

as self-efficacy, willingness to exert extra effort and active engagement, but the 

recruits that these cadets trained also performed better on several aspects of 

standard military tests (Dvir et al., 2004).  These results did not all display 

statistical significance; however, the direction of change from the pre- to post-test 

was all in the hypothesized direction and indicated that transformational leaders 

can affect not only their direct reports but their indirect reports as well (Dvir et al., 

2004).   

Research conducted in a corporate setting, evaluating the performance of 

bank branch employees, found that use of passive/avoidant management 

techniques by the managers resulted in poorer performance among the employees 

of those managers (Howell and Hall-Merenda, 1999). 

Leadership style and instructional outcomes is another area of research 

(Pounder, 2008; Walumbwa et al., 2004).   Research on how leadership style can 

mediate gender effects on instructional outcomes was predicated on the 

assumption that a leader-follower model such as the Full Range Leadership 
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Model can in fact be applied to the relationship between instructor and student.  

Applying the model to academics, transformational leadership includes 

encouraging and motivating students, elevating the students’ expectations and 

valuing the students’ needs (Walumbwa et al., 2004).  Transformational 

instructors tend to take the time to identify students’ interests, and use these 

interests to arouse interest in their subject matter which has the effect of 

improving learning.  While gender was not a significant variable in their study, it 

was found that leadership style was a significant predictor of instructional 

outcomes (Walumbwa et al., 2004).  Students were more satisfied, were more 

willing to put forth extra effort to achieve in the class and also perceived their 

instructors as being more effective when their instructors used either a 

transformational leadership style or active management by exception or 

contingent reward leadership style.  The students rated passive management by 

exception leadership unfavorably, indicating that these behaviors are not effective 

and do not elicit extra effort from the student (Walumbwa et al., 2004).   One 

limitation of this study cited was its non-random sample; the participants were all 

volunteers and may have had a common trait that would limit generalizability.  

The possibility of self-selection bias among instructors who may have been 

particularly confident in their teaching skills was also noted as a limitation to the 

study (Walumbwa et al., 2004). 

A study of transformational leadership and its effect on student attitudes 

and ratings was conducted across a small liberal arts university (Harvey et al., 
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