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For many years, educators of economics
have maintained the importance of economic
education in school. Having shown a rapid
economic growth for the last 4 decades, the
Korean government has also called attention
to effective economic education in schools.
With numerous empirical studies (Derosier
and Schuck, 1970; Kourilsky, 1979, 1987;
Walstad, 1980) supporting that economics can
be taught successfully to students at the
elementary school level, the spotlight of
economic education in Korea is now shifting
to the lower grades of students from college
students and adults.

Just  like

economics also requires understanding basic

other areas of education,
concepts for further development of economic
knowledge and reasoning. Then it is quite
natural for the primary goal of Korean
economic education to be the teaching of
fundamental economic concepts to elementary
school students. While there has been consid-
erable concern about economic education in
Korean elementary schools, expressed by
policymakers as well as educators, no study
of the outcome from such a focus has been
undertaken.

The purpose of this study is to measure

economic knowledge, and identify relative
strengths and weaknesses in Korean young
children’s understanding of economic con-
cepts, by examining the results of a 20-item
multiple-choice test taken in 1999. This study
also attempts to analyze the important per-
sonal factors that account for the level of
economic knowledge of Korean elementary

school students.

I. Measuring Economic
Knowledge

A sample of 527 students in the Gyonggi
and Inchon region was selected from students
in grades 5 and 6. Students in grades K
through 4 were excluded from the test since
economics content is mainly taught in the
fifth grade textbooks in Korea. Questionnaires
were designed and made to measure the
economics understanding of elementary stu-
dents required by Korean standard, which is
basically similar to the Master Curriculum
Guide in Economics of the U.S.

The test questions can be broken down
into four distinct content categories: funda-

mental economic concepts, micro— economic
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concepts, macrocconomic conecepts, and inter
national cconomic concepts. Three quarters of
the questions covered cconomic fundamentals
and microcconomics, recognizing that instruc
tion at the fifth and sixth grade levels in
Korca usually focused on rational consump
tion and cconomic way of thinking, rather
than a macrocconomic world. The questions
were  written  in plain expressions  without
using cconomic terminologics that arc not
shown in texthooks, to avoid the possibility
of students’ failure to understand the qucs
(The test

tions themselves. questions  are

available upon requesl.)

1. Item Analysis

The mean score for the sample was 61.1

points{percent), with the standard deviation of

154, Because students have different degrees

of understanding of different  aspects  of

cconomics, it 1s  necessary  to know  how

Korean clementary  students  performed  on

specific parts of the test, particularly  which

cconomic concepts they understand best and

least. To identfy  cconomic  concepts  of
relative  strength and  weakness in student
understanding, the percentage  of  correct

responses was used in this study. Table 1
reports not only the average percentage of
correct responscs for cach question, bhut the
cconomic concepts  of relative  strength  and
weakness.

Test results indicate that Korcan clemen
tary students  were  very  weak in thoir
understanding of somce fundamental cconomic
concepts  such as  internatonal trade, profit,

hank intcrest rates, and owncrship of private

Table 1 Percentage of Correct Responsas

Percent Correct

Item Related Economic Concepts Male Female Total
1 Searcity 61 5%} 29
2 Scarcity and Choice f3i§) 92 88
3 Opportunity Cost 84 93 38
4 Markets and Prices af 15} 06
5 Demand and Prices 62 63 62
3] Supply and Prices 70 69 70
7 Consumption and Produclion 73 6 72
8 Consumption and Production 80 &2 81
9 Market Economy and Ineentives 61 63 61
10 Competition and Prolit 29 22 22
11 Banks and Drofit 12 ol 16
12 Value Added uand Transaclions 80 84 &2
3 Circular TFlow of Income and Prodoct Market 3 83 &2
14 Circular Flow of Income and Faclor Marketl 91 92 91
12 Circular Flow of Income and Distribution 48 5% ol
16 Exchange and Money 69 ™ 72
17 Ownership of Private Property 40 3 39
18 Division of Labor and DProductivity 17 A4 A8
19 Trade and Comparative Advantage 23 20 22
20 Trade and Barriers to Trade 21 11 19
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property. The percentage of correct responscs
of the questions concerning these concepts
ranged from 19 to 46. The lower scores in
these cconomic concepts may be a result of
more difficult guestions in such arcas. Even
though the degree of difficulty is considered,
it scems to be hard to deny that Korcan
students arc relatively weak in those arcas.
In particular, Korcan clementary students
did worst in international trade. Only about
20 percent of students answered correctly to
the questions regarding notions and benefits
of

clementary

trade. Korean
lacked

understanding of the hencfits of trade, hut

international Many

students an adequate

helicved that only exports would be hencficial

while Imports would be harmful to  the

Korcan cconomy. The share of students who
that should hbe

low

answered Korcan products
of

and/or high priccs amounted te 70 percent.

purchascd  irrespective their cuality

These students did not recognize that huving
domestic goods rather than imported goods,
cven though domestic goods were inferior to
imparted goods, would not contribute to the
compectitiveness and the growth of domestic
firms in the to  these

long run. Instead,

students, there was a tendency to feel a

sense of guilt if they bought imported goods
when domestic goods were available.

These results may be so natural in that
by

the

the Korcan cconomy  has  grown

cxport led  policies, supported by

government. To this purpose, the government

often  used trade  barricrs to  restrict
international  trade  and  advocated  the
rationales for protectionism.  Because  this
protectionism was  so widely  used  and

pervaded into daily life, many Korcan people,

including teachers, still tend to helicve that

protectionist policies will henefit the Korcan
that should
do understand  that

promotes a  mutually

cconomy  and imports he

discouraged. They not

free  trade hencficial
division of labor among nations, and that free
and opcn trade allows cach nation to expand
its production and consumption possihilitics,
raising our living standard. This hiased view
on international trade has naturally pervaded
into voung children's minds.

Students did poorly on the notion of profit
as well, although profit plavs a central role
for firms to operatc in a market cconomy.
The following cxplanation may be possible

for this result. Many Korcan students do not

understand  that firms can cam  profit hy
producing what consumers want most, and
that competitive markets force  firms  to
produce  goods and  services consumeors

demand at the lowest prices that will cover

costs. In addition, many clementary school

students {18 percent) answcered that banks

should not make cconomic profit. To thesc

students, hanks arc not private husinesscs
sccking  cconomic  profit,  but  sometimes
government  owned.  Other  examples of

students incorrectly answering questions were
that firms could always incrcasc profit hy
raising prices (15 percent), and that profit
increased with more competition (21 percent).

It still that

clementary  school

is true many  Korcan

students regard  firms
making a lot to he undesirable companics or
cven immoral. This may result from the fact
Korcan firms that

that some madc huge

profit  ecxploited workers and  used unfair
transactions during rapid cconomic growth,
when the market svstem was not solidly in
These

practices have made people cast a suspiciocus

placc in thc Karcan cconomy. had
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glance at high profit carning firms.

Students were also weak in responding to
cucstions rcgarding bank intcrest rates, and
46 of

responded. was  generally

percent students  correctly
It by

most students that, if someone leaves moncy

only

recognized

in the bank for a period of time, he can cam
interest. ITowever, some of them arc unaware
of the fact that hanks charge more for the
use of moncy as loans than they pay on
customers’ deposits to carn a profit.

About 14 percent of students  answered
that interest would he the samc on deposits
As Jahoda (1981)

tend o the

and loans. found, these

students regard principles
rcgulating bank transactions as thc same as
those hetween friends. Just like vou retum
the samc amount after vou horrow moncy
from vour friend, it is fair to these students
that hanks charge thc samce interest on hath
deposits and loans. Jahoda also noted that it
was difficult for students to hegin to separate
their views of personal arrangements  from
the more impersonal arrangements of socicty,
and to rccognize the nced for a hank to
chargc more on loans to make a profit.
Although the notion of private property is
fundamental to understanding the operation of
the market cconomy, Korcan clementary
gtudents were also very ignorant of private
Only 39 of
answered correctly. This result confirms the
findings of Danziger (1958) and Berti, ot al

(1982). To some students (34 percent),

property. percent students

the
owncr of the hus was the bus driver or the
passenger. It is likely that, to these students,
the owner of property is the person who is
contact with the object whao
object. The

who responded that the owner of the hus

in spatial or

controls  the share of students
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was the government amounted to 23 percent.

It is likely that thesc students are confused

with a subway system  operated by the
government  in Korea, and  thereby  they
helieve  that  another  form of  mass

transportation, a bhus, is also owned hy the

governmoent.

2. Gender Differences

Tablc 1

differences in the arcas of relative strengths

also shows male female

and wecaknesses. Female students did better

than malc students in the arcas of scarcity,

opportunity  cost, banks and profit, and

circular flow of income. On the other hand,

the arcas male students did hetter than
female students are profit and  international
tradle.

It should be pointed out that it is not
completely clear why gender differences  in
students’ understanding of cconomics were
found in these arcas of concepts. More

rcliable data is nceded and more refined tests
must he developed before this question can

he answered.

II. Personal Factors
Affecting Economic
Knowledge

1. The Model

A
employved 1o identily factors thal influence the
of
determine the effect that those laclors might

simple  linear regression model was

level economic  knowledge, and o

have on a sltudent’s economics literacy score.

In general, the model of learning examines
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test scores as output as a function of various

inputs. The model can be summarized as

Yy

ay + z]af X, + e

where Y is the students’ understanding of
economics as measured by the test score,
X/s are key siwudenls’ characleristics such
as gender, grade, and scx, @/s arc the
cocfficients for the independent variables, and

¢ 1s the error term of the equation.

The dependenl variable, lest scores, are
evaluiled belween 0 and 100,  The
independent variables used in  the model

mainly came [rom previous studies of laclors
influencing the undersianding ol economics of
various groups. Some  personal atiributes,
helieved lo be significant [laclors, could not
he used as independent variables in this
gsludy, because collecting independent variable
dala individual

hased upon his or her responses. The data

for sltudenls  was  entirely
includes lamily income (nol precisely known
lo sludents), 1Q (nol available), and sludents’
{there

elementary

general  lesl  score are noe nalional

exams lor school  sludenls in
Korea). As a result, the limiled independent
variables used in estimaling the equation

were.

GRADE = grade level (1 il sixth grade: 0
if fifth grade)

GENDER = sex (1 if female; O if malce)

FAMILY
family (1 il 3 or more adults, O if 1 or 2
adulls)

ACAF1, ACAF?2 father education
{ ACAF2=1 if college cducation: ACAF1=1
ACAF1= ACAF?2

number of adults in the

if high school education;
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=0 otherwisce)

ACAM1, ACAM?2 mother education
{ ACAMZ-1 il college education; ACAMI1-1
ACAM 1= ACAM?2

il high school educalion;
=0) utherwise)

NEWS = frequency of reading children's
NEWSspapers

SS1.
{ §S2-1 if posilive;
S52-0 otherwise)

FAV = the subject for which a student
it

SS52 = preference for social sludies
S51-1 if neutral: SS1-

has the most positive attitude(1 sacial

studies; 0 olherwise)
MONAM1, MONAM?

monthly money

amount of
{ MONAM?2=1 if
greater than 10 thousand won: MONAMI1=1
MONAM 1= MONAM?Z

pocket

il 5-10 thousand won:

-0 oltherwise)

The grade level variable was included to
measure differences in the age of students.
The sign of the coellicient on GRADFE is of
interest  since  lhere two  conlrasling
Children

knowledge with formal instruction and with

are

cffects. improve  their  cconomic
increasing maturity (Schug, 1991). According
this

expecled.

elfect, positive  coelliclent  is

On

declines over time. The majority of contents

o a

the olher hand, retention

of economics appear in fifth grade textbooks

in Korea. Therelore, sixth graders would
show lower scores than fifth  graders if
students’  cconomic  knowledge  depreciates

over time. This cffect would vield a negative
coelficient. The estimated coellicient would
measure the nel effect of age on economic
knowledge. Therefore, no predictions on the
sign of the cocfficient were made for this
variahle.

The student sex variable wag entered to
i sex of students,

control  the dilferences
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Although the cxisting cmpirical cvidence on
the role of gender in cconomic knowledge has
resulted in a varicty of findings, no difference
fecmales was found for

hetween males and

clementary  school  students.  Instead, many
studies (MacDowell ot al, 1977; Walstad and
Soper, 1988, Ilcath, 1989; Glcason and Van
Scyoc, 1995, Walstad, 1997) found significant
differences in leaming cconomics in favor of
at the high

level. Thus, I tried to test the hypothesis that

males, only school or college
there would be no male female difference in

the test score among Korcan clementary
school students.

A family dummy  variable would capture
the cffect of adults in a family on students’
cconomic knowledge, The student’s level of
would

cconomic  knowledge he cxpected to

increase  with additional cxposure to daily
cxpericnce and  informal cconomic education
received within a student’s family
cnvironment. Thus, I hypothesized that the
variable would have a positive cocfficient.
The family cducation variahle was included
to measure the cffect of parents’ cducational
levels on test scorcs. The inclusion of this
input variable was based on the assumption
that students at higher sociccconomic levels,
as measured by parents’ cducational levels,
would perform better on an cconomics  test
This
variable was classified into three categories:
middle

cducation,

than would students at lower levels.

school
The

was also defined into two

school cducation,  high

and college  cducation.

cducation variable

scparatc  groups, mothers and fathers, in

order to ascertain which parent was more

responsible for the children’s understanding of
CCONOIMICS.

I included the NEWS variable to cstimate
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the effects on cconomic knowledge of reading

newspapers. Because economics 18 a  social
science concerned chielly with the problems
of the real world, economic knowledge can
also be obtained from reading newspapers, as
well as from formal cconomics instruction in
the classroom. In addition, using newspapers

is now a widely used tleaching method In

Korean elementary  schoels.  Therefore, [
hypothesized that cconomic knowledge would
rise with frequent reading of children’s

newspaper articles,

A preference variable was  included Lo

the effect of

Lloward social sludies on economic knowledge,

measure studenis’  atlludes
Because general educalion research indicales
that
influence a subjecl’s score, I predicted thal
this

coefficient.

atlitudes  toward a  subject tend (o

variable  would have a  posilive

Two lvpes of Informalion were
collecled lo idenlify sludenls’ atliludes; one
was  the degree of preference for social
studies, calegorized as posilive, neutral, and
negalive, and the other was the subjecl for
which a student had the most posilive
preference.

Finallv, I included a varlable lo estimale
Lhe effects on economic knowledge of income,
which was  expecled (o demonstrale a
posilive relalionship with the score. However,
the amount of pockel money was used as a
proxy variable, because the sludent’s family
income dala was unavailable and siudents
were uninformed of their individual family

income.

2. Sample Characteristics

There was an even split of fifth and sixth
grade sludents, and a nearly even split of

male and female students. Aboul 84 percent
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of the sample students lived in a family of 1
2 adults, while 13 pereent lived
of 3 morce  adults. Thirty three

percent of fathers and 19 percent of mothers

or in a

family or

in the sample have obtained a college
cducation, but more than half of parents have
ohtained a high school cducation (55 percent
of fathcers and 66 percent of mothers). While
fifty five percent of students did not read
children’s newspapers at all, the proportion of
students who recad them cveryday was 20
percent (no newspapers on Sundays)

half of the students had
neutral preference for social studies, with 28
16

Social

Maore than a

percent  having  positive,  and percent

having negative preference. studics

was the most preferred subject for 8 pereent
of the students. Taking a close look at the
data alsc suggested a significant difference in
preference between male and female students.
The ratio of students with positive preference
for social studics was higher for males (34
percent) than for females (24 percent). The
gender  difference was  also found in the
subject that students liked most. About 10
students had the most

percent of  male

positive  preference . for  social o studies,

comparcd with 6 percent for female students.

It might be concluded from these statistics

that male students had a more positive
preference for  social  studies  than  female
students in Korca. Tinally, 50 percent of

students reccived monthly pocket moncey  of
more than 10 thousand won {approximately
.5, dollars if the cxchange rate when the
data

was collected 1s  applied), with 29

percent receiving o to 10 thousand won, and

20 percent receiving less than 5 thousand

WOTL
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3. Empirical Resulis

As
maodels

Trance, et al. (1989) argucd,

improve the test

logit

do not results

significantly, because signs and { statistics
revedl the same pallern as OLS results. This
uscd OLS methods, and the

estimation results are provided in Table 2.

study  also

Each of the f(our eguations shown n the
lahle represents a different sel of eslimalors.
The constanl represents Lthe mean score of
fifth grade male studenls who lived with 1 or
2 adulls,

2 parenls have oblained
middle school education,

whose a

who did nol read
newspapers at all, did not like social studies,
and received less than 5 thousand won as a
pockel monev a month. The means varied
from 48.3 (o 50.2 points.

For all

variahle was statistically significant and had

equatlions, lthe father educalion
a positive sign. Students with fathers who

have obtained a college education scored
8.6-9.5 points higher than students of fathers
who have no college instruction. On the other
hand, children with fathers who have high
school  instruction  had  more  Tnowledge
(3.1-44
fathers who have ne high scheol instruction,
hut

insignificant.

points higher) than children with
difference
It

variable as

the was statistically

we speculate the parents’

education a proxy [lor students’
intelligence, this resull is consistenl with the
of Walstad {19849),
(Gleason and Van Seyoc (1995), and Walstad
(1957).

level with a pegilively estimated coellicient

findings and  Sopor

In  contrast, mother’'s  educational

d

proved Lo be stalistically insignificanl in
explaining a student's cconomics score in all
equations.  Why  a  student's  economic
knowledge was closely and  significantly

related to the falher's educallonal level, bul
not the mother's, is very difficult to answer



LISIAZEINER s 15 (2002)

Table 2 OLS Regression Results

Equations
Independent Variables
(1) (2) {3 1)
Constant AR D AR 3% 0.1 T A9 970k
{11.28) (11.31) (16.20) (16.21)
GRADE 1.81 180 172 1.80
(1.28} (L.27) {1.24 (130
GENDER 1.18 117 0.69 0.74
(0.83) (0.84) {0.00) (0.54)
FAMILY 349+ 343 261 2.63
(1.73) (1.7 {1.32) (1.33)
ACAFI1 124 137 411 317
(1.4 (119 {1.08) (1.11)
ACAFR 9 G 9 Bl 858wk 8 67
(2.94) (2.95) {2.69) (2.72)
ACAM 0.78 0.69 0.52 0.40
(0.32) (0.28) {0.22) (.17
ACAM -1.81 -1.83 =177 -1.90
(-0.58) (-0.61) (-0.58) (-0.62)
NEWS 0.04 0.04 0.02 0.03
{ 0.16) ( 0.16) {0.08) (0.12)
551 3.63= 3.00= 3.66% 384
(1.86) (1.84) {1.89) (1.98)
SS2 8.8 w 9 Bt Q.35 10,2255
(3.96) {(1.50) {1.22) (1.88)
FaAv 3.35 - 2.62 -
(1.89) {0.96)
MONAM] 3.41% 3.4 - -
(1.70) (173
MONAM? 0.29 .30 - -
{017 ( 0.20
bog 0.10 0.10 0.09 0.09
N 466 467 484 486

Noles : IThe dependeni variable is the lesl score, and N varies since there are missing variables in the
sample. The f-values are shown in parentheses.
* Significant at the .10 level; ** significant at the .00 levell *#* significant at the .0l level
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To
might be the possibility of multicellinearity
between ACAF and ACAM. However, the

here. my knowledge, one  explanation

molher's education still turmned oul lo be
insignificant when  the  cquation Was

without the father's education
the

re cstimated

variable, although results are not

reported.

The sludent's preference for social studies
coniributed  significantly 1o his  grealer
understanding of economic content across all
who  had

sludies

equations.  Students a posilive

preference for social oulperformed

studenis who did nol. The estimalion resulls

showed thal students wilth a  posilive

preference scored 8.8-10.2 points higher, and

sltudents with a neulral preference scored
3.6-38 opoinls  higher respeclively  Lhan
sfudenits with a negative preference. These

resulls are not surprising because sludies of

general education have consistenlly  shown

that altitude influences school performeance.
variables In  explaining

Less  significant

students’ economic knowledge were pockel
money, and the number of adults in a family.
Both  of had

economic knowledie,

them posilive  effecls on

as  was expecled, bul
the coefficienls were significant only al the
and (2.
adults

sludentis

10 percent level in equalions (1)
Students who lived
scored 2.6-35 points higher than
with 1 or 2

likely explanation for this effecl 1s thal larger

with 3 or more

who lived adults. The mosi

families provide more opportunities  for
experiencing  consumption  aclivilies, and
learning  economic  knowledge from family
members.

Pockel money should be parlicularly noted.
Students who received pockel money of 5-10

thousand won  were more knowledgeable
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ahout cconomics than the other greups (hy
34

received

who
more  than 10
hetter

Surprisingly,  students
of

to

peints).
pocket  money
failed

than

thousand  won show

performance the  other  students.

Although

results arc unclecar, my hest speculation is

the specific  reasons  for  these
that possibly the students with cnough pocket

money  have little  incentives  for  rational
consumption.

The other variahles, believed to be factors,
proved to be statistically insignificant in all
cquations. Ifirst, the grade level variable had
a positive sign, meaning that sixth graders
had greater progress in cconomic knowledge

(by 1.7 1.8 points) than fifth graders, hut the

difference  was  statistically  insignificant. A
plausible cxplanation for this result is that
the  “maturity cffect”, wherehy  students’

cconomic knowledge increases with maturity,
was almost cancelled out by “lasting cffcet”,

wherchy sixth graders lose some  cconomic

knowledge they  learned in fifth  grade.

Alternatively, one year may bc too short to
significantly contribute to the maturity and
the cconomics understanding of clementary
school students.

The

insignificant and no

gender  variable  proved  to he

diffcrence was  found

males  and  females in economic

This finding

the results that the difference between males

hetween

knowledge. is consistent with

and females in leaming cconomics 1s  not
found for clementary  school  students
{(Davison and Kilgore, 1971: Buckles and

TFreeman, 1983. Kim et al, 1997). A tyvpical

cxplanation for gender differences is a

cultural environment that discourages females
from taking an intcrest in the husiness world
{Sicgfricd Strand,  1977). I

and this
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cxplanation is correct, once would expect that
clementary school students are too voung for
these effects to be of value, thereby resulting
in no significant diffcrence between males
and fcmalcs.

It was cxpected that reading newspapers
would contribute to the students’ cconomic
however, the frequency of reading
had

understanding.

litcracy:
children’s
impact
children’s
relevant  cconomic in hoth contents
The of

newspapers may have an cffect on cconomic

significant
The

contain

Nncwspapcrs 1o

on - CCONOMIcs

newspapers  may  not
articles
reading

and quantity. frequency

knowledge if it is measurcd by an cssav
cxam, rather than a multiple choice cxam.

The coefficients of determination ( £%) for

all eqgualions were low, which was not
complelely unexpecled because lhe regression
model used in this study had very hmiled
characteristics as

personal explanalory

varinbles. Some imporltant personal charac—
leristics, which proved to be significanl in
earlier studies, such as students’ general lest
score, 1Q, and family income, could nol be
used in the estimation because the data was
either unavailable, or unreliable.

Another possible explanation for the low
F® is that the model in ithis study  focused
That

adding independent variables such as school

only on personal characterislics. is,

systems, tcachers’ characteristics, demo
factors
the
power of elementary students’
The cffort to

more reliable information and refined data on

graphic [leatures, and instructional

may  greally  contribute (o  Improving

explanatory
cconomic  knowledge. colleet
these variables will have to precede the ellort
lo construel and estimale a model.
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M. Conclusions

Scveral conclusions can bhe drawn  from

this study. Iirst, Korcan clementary school

students arc very weak in their under

standing of some cconomic concepts such as
international trade, profit, bank intcrest rates,

and owncrship of private property. Negative

attitudes  toward profit influcnced hy  some
monepolistic  firms,  the  prejudice against
imports  gencrated and  cducated  hy  the
government  policics, and  the  frequent
intervention by the government inte  the
market, appear to he responsible for thesc

results.

The study also suggests that the father's
cducational level, and student’s preference for
social studics arc the most influential
personal factors that account for the level of
On
some attributes such as grade level, gender,
of

ncewspapcers  arc shown to

cconomic  knowledge. the other hand,

and rcading children's
he

These findings naturally recommend that to

frequency
insignificant.
other  factors Korcan

identify affccting

CCONOIMIc this
he
of wvariables.
he

rescarch can be undertaken with any degree

students’ knowledge, study

nceds  to cxpanded to include a wider

array [lowever, more refined

data neced to gathered  hefore  additional

of certtude.

These results imply that clementary school

teachers  who  want to  improve students’
cconomic  knowledge  would he  wise  to
understand their weakness, and to cmploy

adequate cducational strategics and materials

that contribute  to  overcoming  leaming

hurdles  associated  with  some  confusing

cconomic concepts.
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