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chapter 

Overview of the Research 
Process in Economics 

"If we knew what we were doing, it 

wouldn't be called research, would it?" 

ALBERT EINSTEIN 

n the previous chapter, we defined research in fairly generic terms. 
While we used examples from economics, the story could have been 
applied to almost any discipline, from anthropology to zoology. Now 

"Tet's focus more closely on the research process in economics. This 
chapter will provide an overview of that process, with an emphasis on the 
first step: developing an effective research question. Subsequent chapters 
will examine the remaining steps of the process in detail. At the end of the 
introduction to each step in this chapter, you will be referred to the ap­ 
propriate chapter later in the book. 

At this stage, most of the material introduced in this chapter will seem 
like Greek to you. Though you may have already been exposed to some of 
what we discuss here, until you complete your own economics research 
project you are unlikely to really grasp it. That's okay! Everyone in your 
class is in your shoes. And every professional researcher has gone through 
this process. You can be sure that by the end of your project, everything 
will make a great deal more sense. 

Research in Science and Nonscience Disciplines 
Academic knowledge can be divided into two classes: science disciplines 

and nonscience disciplines. The difference between science and other dis­ 
ciplines lies both in the types of questions they explore and the kinds of 
proof they accept as convincing. Scientific questions are fundamentally 
questions of objective fact: what causes earthquakes or how do catalysts 
work? Nonscientific questions are questions about the affective realm: 

     I
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what is the meaning of life or how does a sunset make you feel? Science is 
research that is empirically testable, at least in principle, while research in 
the nonscientific disciplines is not empirically testable. This is not to say 
that there are no standards of proof in nonscientific disciplines, merely 
that the proof is normative and not based on empirical facts. 

Scholars in the sciences perform research using the scientific method. 
The scientific method is a set of procedures for drawing valid, reliable, and 
objective conclusions. These procedures include the following steps: 

• Select a scientific problem or question;
• Apply a theory to derive a hypothesis about the problem or question;
• Test the hypothesis by comparing its predictions to eYidence from the

real world;
• If the hypothesis fails the test, modify it (and retest) or reject it;
• If the hypothesis passes the text, provisionally accept it;
• Test the hypothesis in a new context.

The scientific method is not an arbitrary set of procedures. Rather, for 
research to be valid it needs to be done systematically. Spector (1981, 7) 
observes, "It is not necessary to use scientific methods to answer [research] 
questions. One might rely on intuition or educated opinion." 1 Isn't this 
how most people answer questions, especially those for which they lack 
specialized knowledge? The problem with such nonscientific methods is 
that they are subject to one's biases and other subjective factors. Psycholo­
gists have identified the "fallacy of personal validation," in which people 
tend to "see" what they hope or expect to see in evidence. The scientific 
method, while not infallible, is designed to avoid or at least minimize these 
biases, and result in objective findings. 

Steps of the Research Process for Economics 

Researchers in economics, as a social science, use a version of the sci­
entific method. This research process in economics can be broken down 
into six steps, shown in Table 2.1. 

As we discuss these six steps, you will see that a research project is not a 
linear process; rather, the steps are overlapping and iterative. Instead of 
completing the steps one by one until the encl, often the researcher finds 
it necessary to return to an earlier step in the process as he or she revises 
his or her thinking.2 For example, though you need to begin thinking 
about the research question early in the process (Step 1), after you have 
reviewed what other scholars have done in the area (Step 2) you may need 
t_o revise the question. Similarly, in determining how to perform the em­
pirical testing (Step 4), you may need to consult previous testing method-
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Steps of the Research Process for Economics 

NOTES FOR NOVICE RESEARCHERS 

Requirements for a Good Research Project 

There are a number of things necessary for completing a good piece 
of research. These include: 

• A Good Research Question (Chapter 2)
• A Testable Hypothesis (Chapter 7)
• A Good Data Set (Chapters 8-9)

• An Empirical Methodology that Adequately Tests the Hypothesis
(Chapters 10-11)

(Each of these is discussed in detail in the chapters indicated in 
parentheses.) 

If your project lacks any of these four items, the best you can hope 
for is a mediocre outcome in your research. It makes sense then, at 
least early on in your project, to think about these items in parallel, 
rather than sequentially, since any one of them can trip you up. For 
example, as soon as you identify a research question, you should begin 
looking for data in that area, even if that means reading ahead in the 
appropriate chapters of this book 

Note also that these four things are necessary, but not sufficient, for 
a good project. In other words, they don't guarantee a good project will 
result. In addition, you will need to correctly interpret your empirical 
results as well as persuade the reader of your conclusions . 

•fflMfJ• The Research Process in Economics

1. Developing an Effective Research Question

2. Surveying the Literature on the Topic

3. Analyzing the Issue or Problem

4. Testing Your Analysis

5. Interpreting the Results and Drawing Conclusions

6. Communicating the Findings of the Research Project
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ologies (Step 2). Additionally, lack of adequate data for t~sting (Step ~) 
may require you to reconceptualize the pro?lem_ (_Step 3) ma way that 1s 
testable. Finally, it always makes sense to begm wntmg the r~search re~ort 
(Step 6) as you progress through the resea~'~h proc~ss, while the vanoL:s 
steps are fresh in your mind, rather than waitmg untI~ the end. In short, It 
may be more accurate to describe research as a loopmg process. In~eed, 
Ethridge (1995) observes, "Research is a creative process .... !here IS no 
'magic formula' for accomplishing or producing good economic res_earch. 
If it \vere that simple, anyone could do it." In this respect, per~o~,mmg re­ 
search cannot be reduced to following a recipe. Nonetheless, 1t IS helpful 
to think about the process in terms of discrete steps. 

Step 1: Developing an Effective Research Question 
At the start of the process, the researcher must define the sc~pe of the 

project. This requires answering, at least tentatively, three questions: 
1. What is the research topic? 
2. What is the research question? 
3. What is the research hypothesis? 

Let's define these terms. The research topic is the general area the proj­ 
ect will cover. For example, the topic might be "unemployment in the 
United States." The research question is the specific focus of the research. 
For example, "How do different levels of education affect unemployment 
rates?" The research hypothesis is the researcher's proposed answer to tl:e 
research question or the researcher's principal assertion about the topic, 
which will be supported by the paper.3 For example, "Individuals with 
higher levels of education will tend to have lower l~vels ?f unemploy­ 
ment." You may have to start with a tentative hypothesis until you ~e~ fur­ 
ther into the research. That is normal. The procedure for determmmg a 
research hypothesis is explained below in Step 3. . . . . 

Notice that, grammatically speaking, a research topic 1s a subject, _while a 
research question must be a complete sentence. The same is _tI:1e of the re­ 
search hypothesis, which must also be a complete sentenc_:e. Thi~ 1s not merely 
grammar-a subject may indicate only a vague, gener~l 1c~ea of the ~,esearch, 
while a complete sentence shows a greater depth of thmkmg about it. 

During the planning phase, the most important of these thre~ concepts 
is the research question. A good one will make the research prq1ect much 
easier and more likely to be successful. A poor one will, at best, make t~e 
project more difficult. A good research question_ has several charactens­ 
tics, listed in Table 2.2. Let's elaborate on each of these. 

f~ ' \ ~ SC ' •11. •+• I •""i·• ., .• .ti.. 

Steps of the Research Process for Economics 

•@MfJj Characteristics of a Good Economic Research Question 

• Problem-oriented 
• Analytical (rather than descriptive) 
• Interesting and significant 
• Amenable to economic analysis 
• Feasible, given the time and resources available 

A research question is almost always better when it is framed in terms of 
a problem or concern to be addressed. This tends to focus the question in 
a useful way, which is less likely to happen otherwise.4 Closely related to the 
problem orientation is a second characteristic: a good research question 
should be analytical rather than factual. That is, its purpose should be to 
explain some aspect of the problem rather than describe it. For example, 
instead of asking a question like "What is poverty?" one should ask some­ 
thing like, "Why is the poverty rate among children so much higher than 
the average poverty rate among Americans?" Bean ( 1996) calls descriptive 
papers "all about" papers. In other words, they discuss "all about" a topic 
without necessarily having a clear point or argument. Booth et al. (1995) 
observe that factual questions tend to ask who, what, when, or where, while 
analytical questions tend to ask why or how? 

Readers tend to react to descriptive papers by asking "So what?" In 
other words, they don't find the papers interesting or significant. Let's 
turn to these two concepts next. 

A research question should be interesting both to the researcher and to 
the audience. It should be interesting to the researcher because if it is not, 
he or she will find it difficult to become engaged by the problem.' Booth 
et al. (1995, 36) state, "Nothing will contribute to the quality of your work 
more than your sense of its worth and your commitment to it." Your in­ 
terest will help you stay motivated until the project's completion, especially 
if it is a long project. 

More importantly, a good research question should be interesting to 
one's audience. To grasp what this means in the context of research, you 
need to understand the concept of a research community. Booth et al. 
(1995, 17-18) provide a very helpful definition: A research community is 
the collection of scholars who perform research on a topic. These are the 
experts in the field who teach courses as well as publish books and papers 
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NOTES FOR NOVICE RESEARCHERS 

Can Undergraduates Perform Real Research? 
Your instructor knows that you are not a professional researcher and 

so he or she won't hold you to that high a standard. At the same time, 
undergraduates can and do perform real, original research. In short, 
they can contribute to the conversation of scholars on a topic, so you 
shouldn't sell yourself short or set too low a bar for yourself. 

on the subject." These scholars may be at your university or at other institu­ 
tions anywhere around the world. They know one another by virtue of hear­ 
ing each other's research presentations and by reading each other's 
published work. A research question should be of interest to this audience 
because ifit is not, the research project is not worth doing. Remember, the 
point of research is to contribute to the conversation of scholars on an issue. 

At this point, student researchers face a real problem. They actually 
have two audiences: the theoretical audience just described and a practi­ 
cal one consisting of their classmates, their instructor, and anyone who 
might read their paper if it is submitted for publication. We will make 
some suggestions about how to deal with this problem later, but for now, 
suffice it to say that a good research question is one that interests your 
readers. 

When we talk about scholars being "interested" we mean more than 
that they think the question is entertaining. In a research context, interest 
is closely related to the concept of significance. Is the question a "hot 
topic," an area of current interest to the research community? Booth et al. 
(1995, 18-19) note, "If your question is already a live issue in your com­ 
munity, most readers will care about it when you pose it .... [Indeed, they] 
will be especially interested if you can convince them that they don't un­ 
derstand [it] as well as they thought they did." However, if your topic is not 
a "live issue," you will have to actively convince your audience that the 
question is worthy of study. 

Booth et al. ( 1995) define significance by asking how weighty is the prob- 
lem on which the research focuses. The greater the weight of the problem, 
that is, the higher the costs of leaving it unresolved, then the more signifi­ 
cant the problem is from a research perspective. Consider three examples. 
Poverty among able-bodied individuals who choose not to work is not con­ 
sidered to be a very significant problem. Poverty among the elderly who 
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NOTES FOR NOVICE RESEARCHERS 

Example of a Good Research Question: To What Extent 
Does Parental Employment Adversely Affect Children's 
Cognitive Development? 

This is an example of a good research question. To understand why, 
consider how the criteria from Table 2.2 apply: 

• Problem-oriented-In the last generation, the labor force partic­ 
ipation rate among women has increased dramatically. As a result, 
the typical U.S. family is no longer characterized by one parent 
(usually the father) working, while another parent (usually the 
mother) stays home with primary responsibility for child rearing. 
Rather, it is increasingly the case that both parents are employed, 
and the children are placed in child-care. Given that more and 
more children are receiving child-care by someone other than a 
parent, does this adversely impact children's cognitive develop­ 
ment? If so, perhaps families will need to revisit the issue of em­ 
ployment by both parents. 

• Analytical-To address this research question, one would need 
to study the process of children's cognitive development and, in 
particular, the role that parents or other child-care providers play. 
This requires an analytical approach. 

• Interesting and Significant-Past studies have indicated the 
possibility that children's cognitive development is adversely af­ 
fected by the lack of parental input. However, these studies have 
not developed a consensus on either the magnitude or perma­ 
nence of this effect. Clearly, researchers have more to learn about 
this question, which affects many American families . 

• Amenable to Economic Analysis-Noneconomists may won 
der about the relevance of economic analysis to children's ooqni­ 
tive development, a topic that is more normally associated with 
the field of educational psychology. However, this topic is a 
straightforward application of labor economics and human 
tal theory. In particular, economists studying this issue have ap­ 
plied the theory of an educational production function, by which 
parental care and other inputs such as spending on food, shelter, 
health care, and the like are combined to "produce" educated 
children. 
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• Feasible, given the time and resources available-The issue of 
feasibility obviously depends on the researcher and the context 
in which the research is being done. Suffice it to say here that 
there are a number of excellent data sets that can be used in 
this research, including the National Longitudinal Study of 
Youth and the Panel Study of Income Dynamics-Child Develop­ 
ment Survey. 

were not able to save adequately for retirement could be considered a sig­ 
nificant problem. Poverty among children, for which they are not respon­ 
sible and which may continue into their later lives, is probably a v_ery 
significant problem. The ultimate test of significance, say Booth et ~l. 
( 1995), is the extent to which a research paper asks readers to change their 
beliefs. 

What makes an economic research question? Recall from your first- 
principles course that economics was defined as a cont~~t area (i.e.'. in­ 
volving questions that originate from the general condition of scarcity), 
but more importantly as· a way of thinking. Is the question or problem that 
the research will examine amenable to economic analysis? In other words, 
can economic analysis give us some insights into the problem? For exam­ 
ple, does the question deal with choice under constraints? Does it involve 
demand or supply, needs, wants, availability? If the answer to any of these 
questions is yes, then you have an economic research question. 

Finally, a researcher should be able to complete investigation of the re­ 
search question in a reasonable period of time, for example, a semester or 
an academic year, given the resources available. A primary consideration 
here is the availability of adequate data to assess the hypothesis. Some re­ 
searchers are fortunate enough to begin their project with a rich data set. 
For them, the challenge is determining an interesting and significant re­ 
search question they can explore with that data. Most researchers, how­ 
ever, start with the question and then need to search out suitable data. For 
further information on obtaining data, see Chapters 8 and 9. 

Students doing a research paper for a class often find it a bit difficult to 
select a research question-and for good reason: the assignment is artifi­ 
cial. In the real world, a business economist is told, "Here is a problem­ 
research it!" Similarly, an academic economist does not say, "Gee, I have to 
do a research project, so let me think of a topic." Rather, as an expert in 
some field(s), he or she is aware of where the research frontier is, what is 
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Steps of the Research Process for Economics 

known, and what issues or problems in the field have yet to be satisfacto­ 
rily explained. Those are the research questions he or she is likely to 
choose. This suggests a strategy for selecting student research questions: 

1. Pick a general topic area that interests you, ideally one in which you 
have some background ( e.g., an area in which you have taken a course). 

2. Start reading the literature, not merely to see what has been done, 
but also to identify what questions remain to be answered or what 
problems remain to be solved. 

3. Select a promising research question from what you have found in 
the literature. For example, could an interesting previous study be 
applied to a new place or time? Alternatively, are there conflicting 
findings on some question? If so, you might try to reconcile the con­ 
flict by examining the issue again, using a different set of data or a 
different methodological approach. Studies conclude by suggesting 
questions for further research. Perhaps one of these questions 
would be feasible. Finally, the literature survey may reveal gaps in 
the literature that you could explore. 

Examples of good research questions that undergraduates have investi­ 
gated in recent years include: 

• What factors determine the demand for blood in the Fredericksburg, 
Virginia, region? 

• Do union jobs systematically pay higher wages than nonunion jobs 
when disaggregated by occupation? 

• Does class attendance influence student performance in macro prin­ 
ciples courses? 

• How much of a premium are consumers willing to pay for organic 
vegetables? 

• How much are consumers willing to pay for cleaner streams in the 
Enoree watershed of South Carolina? 

• Do nearby polluted streams affect housing prices? 

Step 2: Surveying the literature 
The literature on a topic refers to the research that has been completed 

on that topic. When a researcher reviews or surveys the literature, he or 
she is asking the following questions: 

• What is currently known? 
• What has been discovered to date on a given topic? 

Thus, the objective of a literature survey is for the researcher to identify 
and become familiar with the major studies that have been published on 
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a topic. Only after completing the literature survey can he or she finalize 
the research question. We will discuss surveying the literature in more de­ 
tail in Chapter 3. 
Step 3: Analyzing the Problem 

The objective of a research project is to explain some aspect of a signif­ 
icant issue or problem. This step is that explanation. It is the conceptual 
or theoretical analysis of the issue or problem, where theory is applied so 
as to shed light on the problem. 

Many students find this to be the hardest part of the research process­ 
indeed, some students explicitly omit this part of the project. This is a sig­ 
nificant flaw in their research, since the "analysis" is the central part of the 
process. What does it mean to "apply theory to an issue or problem"? The­ 
orizing sounds abstract and difficult, but this step need not be. By defini­ 
tion, a theory is a simplified version of reality that allows the researchers· to 
more easily analyze the issue or problem. As a researcher, you need to ask 
yourself: what are the essential concepts comprising the problem being re­ 
searched? (The nonessential concepts can be ignored.) How are the es­ 
sential concepts related? What do these relationships imply? The result of 
this process of analysis or conceptualizing is the research hypothesis. 

Probably the single most important determinant of how successful your re­ 
search will turn out is the hypothesis you work with. Recall that the hypothe­ 
sis is the proposed answer to the research question. This suggests a way to start. 
If the research question is: 
What caused U.S. consumer spending during the 7 990s to increase at a 
faster rate than income? 

A tentative hypothesis could be: 

U.S. consumer spending during the 7 990s increased at a faster rate than 
income because ... 

So how does one fill in the dots? How does one figure out a reasonable 
hypothesis? One way is to derive the hypothesis from theory, possibly with 
ideas derived from the literature. What economic theory or theories are 
applicable to the current problem? There is a well-developed theory of 
consumer spending. What does this consumption theory suggest affects 
consumer spending in addition to income? Theory suggests that house­ 
hold wealth and interest rates influence consumer spending. How did 
those factors change during the 1990s? Interest rates were roughly stable 
over the last half of the decade; stock markets, however, boomed. Does it 
appear that one or more factors can explain the change in consumer 
spending? If so, that could be your hypothesis: 
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U.S. consumer spending during the 7 990s increased at a faster rate than 
income because of the increase in household wealth caused by booming 
stock markets. 

We will discuss conceptualizing the model in more detail. in Chapter 7 . 

Step 4: Testing Your Analysis 
In terms of research methodology, there is a major divide between sci­ 

ence and nonscience disciplines. Science is research that is empirically 
testable, at least in principle, while research in the nonscientific disciplines 
is not empirically testable. This is not to say that philosophy, literature, or 
any of the other humanities is less valuable or less valid than biology, chem­ 
istry, or other sciences. All this implies is tha~ the humanities use nonem­ 
pirical methods to validate their scholarship.' 

Economics as a social science uses a version of the scientific method in re­ 
search." What does it mean to test a theory empirically? The researcher asks 
the question, If the theory is correct, what evidence should there be of it in 
the real world? For example, if the theory of supply is valid, then if the price 
of some product rises, producers should supply greater quantities of output. 
In other words, testing a theory means comparing the implications or pre­ 
dictions of the theory with appropriate real-world evidence. The data are 
collected and analyzed. If the theory fails, then it is modified and retested, 
or it is rejected. If the theory does not fail, it is provisionally accepted. 

Take, for example, what happened to unemployment during the Great 
Depression. By 1933, the unemployment rate had increased to 25 percent. 
What did the existing theory suggest? The microeconomic theory of labor 
markets predicted that when faced with a decrease in demand, unemploy­ 
ment would be only temporary until real wages fell. Though nominal wages 
fell, so did the price level. As a result, it is not clear whether real wages fell 
or not, but unemployment remained above 10 percent until 1942! Since 
the prediction of the theory (only temporary unemployment until real 
wages fell) was contradicted by the real-world evidence (significant unem­ 
ployment for over a decade), the theory was shown to be inadequate . 

For this step in a research project, there are really several elements. The 
first is deciding how you will go about assessing the validity of the hypoth­ 
esis. This is an important part of designing or planning the research. Re­ 
search design has two parts. The first is locating a good data set, one that 
is large, rich, and accurate enough to adequately test your hypothesis. We 
noted earlier that failure to find a good data set would compromise your 
ability to complete your research successfully. For this reason, it is impor­ 
tant to begin looking for data early in the planning process. A detailed ex­ 
planation on data sources will be found in Chapters 8 and 9. 
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The second part of research design is selecting a statistical method to 
adequately test your hypothesis. A key question is the following: if the 
statistical test you employ yields the best possible results, how confident 
can you be that your hypothesis is confirmed? In other words, will the 
test adequately discriminate between your hypothesis and alternatives? 
If not, then you should consider a more powerful test. Oftentimes, how­ 
ever, lack of adequate data will limit your ability to use a more powerful 
test. This underscores again the importance of finding a good data set. 
A discussion of statistical methods for testing hypotheses will be found 
in Chapter 10. 

Once you have collected your data and settled on an appropriate statis­ 
tical test, the next element is doing that assessment. This typically requires 
no more than running a computer program. 

Step 5: Interpreting the Results and Drawing Conclusions 
This step is closely related to the previous one, but it is sufficiently im­ 

portant that it needs to be emphasized separately. Ethridge (1995, 29) ar­ 
gues that this step "is the one most often overlooked or underestimated by 
students as they are being initiated to the research process. They often see 
the empirical computer results as the end product of the process. Actually, 
the interpretation of those results may be more challenging, and more im­ 
portant, than the process of obtaining the numbers." 

What are the results of the empirical testing of the research hypothesis? 
Are they consistent with the predictions of the theory? Are there any prob­ 
lems in the testing protocol that need to be corrected to obtain valid re­ 
sults? What are the shortcomings of the testing methodology that limit or 
weaken the results? In light of the answers to these questions, what can be 
concluded about the results? To what extent do they support the hypoth­ 
esis? How do the results compare with those of earlier studies? More gen­ 
erally, what can be concluded about your analysis and about the research 
question more broadly? 

To be sure, there are numerous additional details to consider when in­ 
terpreting statistical results. These details will be discussed in Chapter 11. 

We need to speak to one final but often misunderstood point. What is 
good research? Good research is research that follows the scientific 
method, wherever the results lead, even if they reject the hypothesis. Recall 
that research is the search for valid knowledge. Ethridge (1995) observes 
that honest research is open minded; looking for a preconceived conclu­ 
sion is not honest research. A research project that rejects the hypothesis is 
not a failed project because it still advances our knowledge-in this case, by 
eliminating one hypothesis as an explanation for the problem." 
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Summary 

Step 6: Communicating the Findings of the Research Project 
The final step in the research process, and in many ways the most im­ 

portant one, is communicating the results. This is how knowledge pro­ 
gresses. The communication begins with the researcher's written report 
of the research. This is where the researcher makes a case for the valid­ 
ity of his or her hypothesis based on the logic and empirical evidence of 
the research. At one level, the research paper really does no more than 
explain what the researcher discovered from each of the steps in the re­ 
search process. It is important to remember, however, that the research 
does not stand on its own; in other words, the evidence is not self. 
evident. Rather, the purpose of the research report is to present a con­ 
vincing answer to the research question, in a way that persuades other 
researchers in the field. 

Again, like everything else in the research process, the research report 
is done in several stages. Typically, a draft is written. The researcher asks 
colleagues to review it and provide suggestions for improvement. 

The researcher may present an oral version of the paper at a profes­ 
sional conference, again to receive comments from other experts. For ex­ 
ample, economics students have the opportunity to present their research 
at a number of venues, including the annual meetings of the Virginia So­ 
cial Science Association, the Eastern Economic Association, and the Na­ 
tional Conference on Undergraduate Research. After each of these stages, 
the researcher's paper is revised to incorporate what has been learned 
from the feedback received. 

Finally, the paper is submitted to a journal for publication. For exam­ 
ple, several journals exist to publish undergraduate economics research. 
These include Issues in Political Economy and University Avenue Undergradu­ 
ate journal of Economics. Usually, the journal editors ask for still more revi­ 
sions before a researcher's paper is published. 

SUMMARY 
The research process in economics has six major steps: 

1. Developing an Effective Research Question 
2. Surveying the Literature 
3. Analyzing the Problem 
4. Testing the Analysis 
5. Interpreting the Results and Drawing Conclusions 
6. Communicating the Findings of the Research Project ., .. 
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NOTES 
1. Ethridge ( 1995) makes the same point when he observes that there are 

six ways to gain knowledge: through the senses, experience, intuition, 
revelation, measurement, and reasoning. Of these, only the last two 
are sources of reliable data. 

2. This book is designed to be used this way too. Though laid out se­ 
quentially, it includes many references backward and forward. 

3. Note that the hypothesis of your research will become the thesis of 
your research paper. 

4. Note that a research problem is not necessarily a social or other prob­ 
lem in the real world. For further elaboration of this point, see Booth 
et al. (1995), especially Chapter 4. Bean (1996, 30) describes how 
scholars identify a research problem: "Expert[s] feel an uncertainty, 
doubt a theory, note a piece of unexplained data, puzzle over an ob­ 
servation, confront a view that seems mistaken, or otherwise articulate 
a question or problem." 

5. On a project such as an honor's or master's thesis or a doctoral disser­ 
tation, it is critical to choose a research advisor whose interests are in 
your topic area; otherwise, they will find it difficult to give you the com- 
mitment you need. 

6. Members of a research community can be identified by reviewing the 
published literature. 

7. Missimer (1995) describes these methods as "speculation." This term 
is not meant to be dismissive; it merely means a type of reflection sim­ 
ilar to the conceptualizing that occurs in the theoretical sciences, 
where validity is based on logic and normative standards, but not em­ 
pirical evidence. ' 

8. We will discuss the difference between the social and physical sciences 
in Chapter 10 on empirical methods. 

9. This is also consistent with Blaug's ( 1992) doctrine of falsification. 
10. Another analogy that might make sense to undergraduates is your 

plan for completing degree requirements. 
11. In a class setting, the audience consists of your classmates and the in­ 

structor; in ·a professional setting, the audience may consist of a fund- 
ing agency. 

Exercises 

SUGGESTIONS FOR FURTHER READING 
Booth et al. ( 1995),. Chapters 2-4-Excellcnt discussion of what makes a good 

research question. 
Ethridge ( 199!)--Reaclable guide to research methodology in economics. 

See_ especially Chapters 5-9 on designing and carrying out a research 
project. 

RamCl'~ath~n ( 1995 ), _Chapter 14--:~oocl summary of the major steps in­ 
volx eel m completmg an empirical research project from choo · • • • J , sing a 
topic to wntmg the report. 

Siegfried et al. ( 1991 ), . the section titled "Purpose of the Economics Major; " 
pp. 199-202--Conose but complete statement of the research method­ 

,. ology of econo~ists, which they label the "economic way of thinking." 
vvy:,ck ( 1994 )--Gmcle to economic research for undergraduates. Published 
JUSt b~fo

11
re t1

1
1e Internet revolution, but much of the book is useful. See, 

espeoa y, C rapters 9-12. 

EXERCISES 
1. C_onsicler _the ~allowing sample research questions. Using the criteria 

discussed m this chapter for a good research question, determine which 
are_goocl research questions and which are poor research questions. Ex­ 
plain your reasoning. 
a. Why is the supply of hospitals low in certain areas, and how does this 

affect the quality and price of the hospitals and doctors in these areas? 
b. Why ~o consumers buy over-the-counter dietary supplements that 

are s~1cl to promote weight loss despite the health risks, and what fac­ 
tors mfluence these purchases? 

c. What were the causes of the Great Depression? 
cl. What is the effect of foreign direct investment on a nation's eco­ 

nomic growth rate? 

2. Design a good research question. Explain how it meets the criteria for 
a good research question. 

3. Write a :omplete research proposal, following the model described in 
Appendix 2A. YO\l will likely have to read ahead in this book to com­ 
plete a good proposal. 

' 



appendix 

Writing the Research Proposal 

A successful research project requires planning. This is particularly true 
for inexperienced researchers, who often find planning the project diffi­ 
cult. This difficulty is all the more reason to spend time and effort on it. 

Your research plan should be flexible. You can't expect the project to 
go exactly according to the plan, but without a plan it's hard to know 
where you will end up. Think of it as the blueprints for a house you are 
building." It is not that you can't or won't make changes as you go along, 
but you don't want to start the project without a plan. To develop a plan, 
a scholar must think about the research process. 

The research plan becomes tangible in the form of the research pro­ 
posal. A proposal is an exercise in persuasion, whereby you seek to con­ 
vince your audience that you can complete a meaningful and interesting 
piece of research on the topic you have selected.'! In the proposal, you 
sketch out in detail how you propose to do that. Thus, the proposal de­ 
scribes the research plan. Ethridge (1995, 85 and 89) points out that "The 
more thorough and complete the proposal, the clearer and more com­ 
plete the plan" and also that "The proposal is evidence of the quality of 
thought that has gone into the project, and the whole research plan ... 
will be judged by the quality of the project proposal." 

A research proposal should have five components: 
1. Statement of the Nature of the Problem: What is the issue or problem 

this research will address? Why is it interesting, significant, and 
amenable to economic analysis? 

2. The Research Question: What is the question that is the focus of the 
research? 

3. Survey of the Literature: Outline the major studies in the literature that 
have a bearing on the research question. Explain clearly how they are 
relevant to your research question. (For a more extensive discussion of 
the written literature survey, see Chapter 12.) 

4. Research Design: What is the analytical framework of the model? For 
example, "This research will apply the theory of demand to study co~­ 
sumer spending on Hula-Hoops." Note that the research hypothesis 
should follow from this conceptual analysis. 

~) . ;~·•; • 
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Appendix 2A 

In an ideal world, what data would you need to test your hypothesis? For 
example, sales of Hula-Hoops, their price, personal disposable income, 
some measure of their appeal to consumers. 
What data have you found to test your analysis, and what is the source 
of that data? For example, "I plan to test the hypothesis using data on 
Hula-Hoop sales and prices, as well as disposable income obtained from 
the National Income and Product Accounts, Survey of Personal Con­ 
sumption Expenditures. I was unable to find a measure of coolness." 
How will you test your analysis empirically? For example, "This research 
will conduct a regression study over the time period of 1972-1999." Ex­ 
plain how this design should produce reliable and valid results. 
(Detailed explanation of these topics will be found in Chapters 7, 8, 9, 
10, and 11, respectively.) 

5. References: List all the references you have read so far and plan to use in 
your paper. Do not list references you have not read or references that 
provide background information but do not have a clear bearing on 
your research question. Use the appropriate bibliographic style. 

In sum, the proposal should answer four questions. What is the issue or 
problem your research will investigate? What specific question will you at­ 
tempt to answer? How will you attempt to answer it? Do you have adequate 
sources to do the job? If the proposal does not convince the reader that it 
answers all four questions sufficiently, it is not an acceptable proposal. 

If you have a good research proposal, completing the research project 
will be straightforward-you just need to follow the plan. Even if the plan 
changes, the project should be doable with a minimum of problems. If you 
have an incomplete or otherwise poor proposal, it is a signal that the proj­ 
ect will be difficult or impossible to accomplish successfully. 

-· ' 



appendix 

Questions for Evaluating 

a Research Proposal 

We observed above that a key purpose of a research proposal is to con­
vince the reader that the researcher can complete a solid piece of research 
on an important topic. When you evaluate a research proposal you should 
consider the following questions and issues: 

• Does the proposal explain the problem or issue sufficiently to make it in­
teresting and worthy of a reader's time? Why or why not? Is there any-_
thing in the introductory section of the proposal that ought to be
explained in more detail?

• Do you understand the research question? In other words, can you ex­
plain what the research will attempt to do or prove? Is there a clear state­
ment of this? If so, identify it. If not, say so.

• Does the author appear to have identified the major studies previously
done on the topic? Has he or she identified those studies' contributions
and shortcomings? (The proposed research should build on the contri­
butions and/ or correct one or more of the shortcomings.)

• Do you understand clearly and exactly what the author intends to do to
complete this research? Are there any details missing from the descrip­
tion? If so, what are they? Has the author identified a reasonable data set
with which to test his or her hypothesis? Has he or she adequately ex­
plained his or her tesfo1g methodology?

• Are there enough sources to write a convincing paper?

• In stim, what do you see as the proposal's strengths, and what do you see
as its weaknesses?

Your commentary should conclude with an explicit statement about
whether the proposal is acceptable as is or not. If it is not, you should pro­
vide specific guidelines for what needs to be done to make the proposal 
acceptable. Again, remember that your feedback should be supportive but 
honest. 


