Chapter One:  Foundation of Economic Research
The Scientific Method and Social Research
In order to have a clear perception of the term research it is important to know the meaning of scientific method since research and scientific methods are closely related. In fact methodology is what makes social science research scientific. The philosophy that is common to all research methods and techniques is usually given the name of scientific method. The scientific method is a conscious method or planned procedure that has proved to be very useful in modern research. The scientific method is the pursuit (or search for) of truth as determined by logical consideration. The scientific method refers to the ideas, rules, techniques, and approaches that the scientific method commonly uses. It is the method of gathering data, making guesses as to what the data might mean, i.e formulating a tentative explanation of the facts and then proceed with theory as a guide for further investigations to see whether the idea would be supported or proved wrong by the additional evidence, which could be gathered.

The scientific method has now become the accepted way to gain knowledge of the social world. The scientific method attempts to achieve its objectives through experimentations, observation (survey investigations) or through logical arguments from accepted postulate or through a combination of all these in varying, proportions.  Logic develops the consequences of such alternatives, and when these are compared with observable phenomena it becomes possible for the researcher or the scientist to state which alternatives is most in harmony with the observed facts. Similarly experimentation is done to test the hypotheses and to discover new relationships among variables. The purpose of survey investigations may also be to provide scientifically gathered information to work as a basis for the researchers for their conclusions. The scientific method involves a series of steps or procedures, which are useful.
 The main steps involved include:
· Identification of the problem to be investigated

· Collection of essential facts to prove on disprove the theory

· Selection (hypothesizing) of tentative solutions to  the problem

· Evaluation of these alternative solutions to determine which of them is in

            accordance with all the facts, and

· The final selection of the most likely solution.

There are some common guiding principles, which are useful in the scientific method. These include:

· The scientific methods is based on empirical evidence

· Utilizes relevant concepts

· The method is committed only on objective considerations
· It presupposes ethical neutrality i.e it aims at nothing but making only adequate

     and correct statements about population objectives

· It practices logical reasoning

· It results into probabilistic predictions

· Its methodology is made known to all concerned for critical scrutiny and

     for use in testing the conclusions through replications

· It aims at formulating most general axioms or what can be termed as scientific theories
Thus, the scientific method implies an objective, logical and systematic method. It is a method free of personal bias or prejudice. The researcher is simply guided by the rules of the logical reasoning.
Conceptual Definition of a Research

Research inculcates scientific and inductive reasoning and promotes the development of logical habits of thinking and organizations. The term can be defined in several ways.
A) In common usage: research refers to the scientific and systematic search for pertinent information or knowledge.

   B) According to the dictionary: research is determined as a careful investigation or inquiry specifically through search for new facts in any branch of knowledge.

      C) Some people consider research as a movement from the known to the unknowns.

In general research it is an academic activity and thus requires a technical definition. Hence, the research activity comprises the following activities, the defining and redefining of the problem, the formulation of hypotheses or suggested solutions, the collection, organization, and evaluation of data or facts, the making of deductions and reaching conclusions, and carefully testing the conclusions to determine if they fit the formulated hypotheses.

Research is thus an original contribution to the existing stock of knowledge making for its advancement. It is the scientific approach concerning generalizations and the formulations of a theory. It refers to the systematic method consisting of enunciating the problem, formulating hypotheses, collecting the facts, and analyzing them and reaching certain conclusion either in the form of solutions to the concerned problem or in certain generalizations for some theoretical formulations.
Motivation in Research
The question what makes people to undertake research is of fundamental importance. The possible motives for doing researches may either one or more of the following.
· Desire to get a research degree along with its consequential benefits

· Desire to face the challenge in solving the unsolved problems, i.e   concern over practical problems   initiate research.

· Desire to get intellectual joy of doing some creative work

· Desire to serve the society

· Desire to get respectability
This is by no means is exhaustive list of factors motivating people to undertake research studies. Other factors that may compel people to perform research operations include:

· Directives of the government

· Employment condition (employed as a researcher )

· Curiosity about new  things
· Desire to understand casual relationships
· Social thinking and awakening, etc

The Methods of Social Science Research
The examination of a given social phenomenon is often best accomplished through the use of several methods. A social scientist who limits himself to a single method, say survey or other, severely limits his ultimate ability to understand the world around him/her. It is important to realize that all methods of social research are guided by the general characteristics of science as outlined in the earlier sections. It is therefore, important to examine the relative weakness and strength of each method.

1. The Controlled Experiment

     The controlled experiment represents the clearest example of scientific research. Under this   approach, a researcher would at first create two matched groups as similar as possible to test his/her hypothesis. One of the groups would be considered as the experimental group while the other would be designated as the control group. The experimental group is the one on which the tests are conducted. The role of the control group is very critical since it serves to isolate the experimental   stimulus as the single source of change among the experimental stimulus. The hypothesis would be either confirmed or rejected depending on its difference from the control group. The isolation of experimental variables is the key advantage of the controlled experiment.

The limitations
1) The controlled experiment typically provides no useful descriptive data. This is basically because the subjects are not    typically selected through random samplings methods from that population. They are drawn from a social subpopulation. Thus their descriptive value is reduced further.

2) The controlled experiment represents an artificial test of the hypothesis. The relevance of the experiment to the real world is always subject to questioning.

3) The findings may not have generalized applicability to other segments of the population. Subjects are selected from a particular group. So it may not be applicable to those outside the group.
The shortcoming of the controlled experiment can be reduced through research sophistications, varying the experimental design, and replication among greatly differing groups.

2. The Contents Analysis

Some research topics may be susceptible to the systematic examination of documents: novels, poems, government publications, songs and so forth. It has the advantage of providing a systematic examination of material that is more typically evaluated on an impressionistic basis. Contents analysis like other types of research methods has its weak points.

Limitations
1) The type of documents selected for examination may not provide the most appropriate reflection of the variable under the study. This can be overcome by examining different sources systematically and determining whether each source provides the same conclusion.
2) Scoring method almost always has an arbitrary element. Some comments might be favorably by one observer while it may be critical to others. The researcher may reduce this problem by seeking independent evaluations from other researchers experienced in the particular subject matter. If several independent observers agree on the scoring, the utility of the scoring system would be some how greater.

3. Analysis of Existing Data
There is danger of equating scientific research with the collection and analysis of original data. Some research topics can however, be examined through an analysis of data already collected and compiled. The analysis of existing data has the great advantage of economy. The researcher does not pay costs of sampling, interviewing, coding, experimental subjects and so forth.
Limitations

1) Researchers are limited to data that have been collected and complied, and those data may not adequately    represent the variables of interest.

2) The second problem involves what is called the economical fallacy, whenever, the researcher face correlated variables generated from aggregated data it is difficult to determine a direct relationship between the variables ultimately under examination.
4. Case Study Method (survey)
The case study represents a comprehensive description and explanation of the many complements of a given social situation. The researcher seeks to collect and examine as much data as possible regarding the subject of his study. While all the previous methods aim directly at generalized understanding, the case study is directed initially at the comprehensive understanding of a single case. 
       5.   Participants Observation

This refers to a method of data collections. The researcher seeks to become a member of the social event or group under study. He may or may not reveal his researcher role, and this decision has important methodological and ethical implications. By immersing himself in the actual social events in progress, the researcher will be a position to obtain a far greater depth of knowledge than is possible for, say the content analysis or the experimenter.
The Purpose and Types of Research

Progress would have been impossible without research. In general, the purpose of research is to discover new ideas or solutions through the application of scientific procedures. The purpose of research is to discover facts and ideas not previously known to man. Research is carried out either to understand the fundamental nature of social reality (basic research) or apply new knowledge to address specific practical problems (applied research). Although each research topic may have its own specific purpose, the purpose of research may be organized into three groups based on what the researcher is trying to accomplish.  The purpose of research may be to:
1. Explore a new topic (exploration) or formularize research: To gain familiarity with a phenomenon or to achieve new insight in to it. The researcher aims at formulating more precise questions that future research can answer and discovering new insights. Exploratory research may be the first stage in a sequence of studies. Exploratory research usually uses qualitative data and tends to be more open using a range of evidence and discovering new issues.

2. Describe a social phenomenon (description): descriptive research presents a picture of the specific details of a situation, social settings, or relationship to portray the characteristics of a particular individual or situation or a group. Descriptive researchers use surveys, field research to generate the data. Usually quantitative data is analyzed using descriptive statistics. Such research focuses on “how” and “who” questions (how did it happen and who is involved).

3. Explain (Explanation) why something has happened. This is a diagnostic and hypothesis testing research study and builds on exploratory and descriptive research and goes on identifying reasons why something occurs. Small farmers sell only up to 15 percent of their products is a part of descriptive research. Why farmers sell only 15 percent of their output is part of an explanatory research.

Types of Research
Different people may use different classification systems. The classification may be in terms of methods employed, in terms of the time dimension, in terms of research environment   or in terms of data used. Accordingly, several types of research classification could be identified some of which may include:
1. Descriptive versus Analytical: descriptive research includes surveys and fact finding enquiries of different kinds. The purpose of descriptive research is description of the state of affairs, as it exists at present. The main characteristics of this method are that the researcher has no control over the variables. He can only report what has happened or what is happening. Example; the frequency of a shopping by people, the preference of people, the number of employed workers in a factory, etc. In some cases researchers attempts to discover causes even when they can not control the variables. The methods of research here are survey methods of all kinds including comparative and correlation methods.
   In analytical research the researcher has to use facts or information already available, and analyze these to make a critical evaluation of the material.

2. Applied versus Fundamental Research: research can either be applied (action) research or fundamental or basic research. Applied research aims at finding solution for an immediate pressing problem facing a society or an industrial or business organization. The purpose of applied research in economics in several   fields of applied economics, whether related to business or to the economy as a whole has greatly increased in modem times. Applied research as an aid to economic policy has gained added importance for both government and business. Applied research provides the basis for almost all government policies in our economic system. For example, government budget rest in part on an analysis of the needs and desires of the people and on the availability of revenues to meet their needs.

Applied research can be further subdivided into; active research – treats knowledge as a form of power and abolishes the line between research and social action. For example, the purpose of general research may be to create social change, or to contribute to the advancement of knowledge. Social impact analysis attempts to estimate the likely consequences of a planned change. It is mainly used for planning and making choices among alternative policies, social impact analysis often includes cost benefit analysis; Evaluation Research – addresses the question ‘did it work?’ Example, has the bonus system increased productivity?

Fundamental research is mainly concerned with generalizations and with the formulation of a theory. It is   primarily concerned with the understanding of the fundamental nature of social reality. Gathering knowledge for knowledge’s sake is termed as basic research that is devoted toward finding information that has a broad vase of application and thus adds to the already existing organized body of scientific knowledge.

3. Quantitative versus Qualitative Research: quantitative research is based on the measurement of quantitative figure or quantity or amount. It is applicable to phenomenon that can be expressed in terms of quantity. On the other hand, qualitative research is concerned with qualitative phenomenon i.e. phenomena relating to or involving quality or kind. Example: why people think or do certain things or all kinds of motivation research, all kinds of attitude or opinion research are particularly important in the behavioral sciences, where the underlying motive is to discover the underling motives of human behavior. Through such research we can analyze the various factors, which motivate people to behave in particular manner. To apply qualitative research in practice is a relatively a difficult job.

4.  Conceptual versus Empirical Research: this classification is similar to the applied versus fundamental classification. Conceptual research is related to some abstract or theory. Generally used by philosophers and other similar thinkers to develop new concepts or reinterpret the existing ones. Empirical research relies on experiences or observations alone, with out due regard to system and theory. It is data based research, coming up with conclusions, which are capable of being verified by observations or experiments. It is also called experimental type research. Under empirical research the research first provides himself with working hypothesis or guess as to the researcher first provides him with working hypothesis or guess as to the probable results. He then works to get enough data proves or disproves his hypothesis. He then sets up the experimental design.
5.  Some other types of research: other types of research are several of one or more of the above research types. The basis of the classification may be either the purpose of the research, the time required to accomplish research, the environment in which research is done on the basis of time. Hence, research could be one time or longitudinal research, can be field setting or laboratory based or simulation research could be inferential, experimental or simulation studies, research can also be clinical or diagnostic research, or research can be conclusion oriented or decision oriented.

The Research Approach in Economics
Generally there are two basic approaches in economics; the quantitative and qualitative approaches. The quantitative approach involves in the generation of data in quantitative form, which can be subjected to rigorous quantitative analysis in a formal and rigid fashion. This approach can be further subdivided into inferential, experimental and simulation approaches.
The purpose of the inferential approach is to form a database from which to infer characteristics or relationships of populations. This means survey population where a sample population is studied (questioned or observed) to determine its characteristics and it is then inferred that the population has the characteristics.
Experimental approach is characterized by much greater control over the research environment and in this case some variables are manipulated to observe their effect on other variables.
Simulation approach involves the construction of artificial environment within which relevant information and data can be generated. This permits an observation of the dynamic behavior of a system (on its sub division) under controlled conditions. The term simulation in the context of business and social science application refers to the operation of numerical models that represents the structure of a dynamic process. Given values of initial conditions, parameters and exogenous variables, a simulation is run to represent the behavior of the process over time.
Qualitative research is concerned with subjective assessment of attitudes, opinions, and behavior. Research in such a situation is a function of researcher’s insights and impressions. Such an approach to research generates results either in form or in the form, which are not subjected to rigorous quantities analysis. Generally group interviews, projective techniques and depth interviews are used
The Role of Research
As pointed out earlier increased amounts of research makes progress possible. Research inculcates scientific and inductive thinking and it promotes the development of the logical habits of thinking and organization. The role of research in several fields of applied economics whether related to business or to the economy as a whole, has greatly increased in modem times. Research as an aid to economic policy has gained added importance, both for government and business. Research provides the basis for nearly all government policies in our economic system. Examples: government budgets rest in part on an analysis of the needs and desires of the people and on the availability of revenues to meet these needs. The cost of needs has to be equated to probable revenues and this is a field where research is most needed. Through research we can devise alternative policies and can as well examine the consequences of each alternative.
Decision making may not be a part of research but research certainly facilitates the decisions of the policy maker. Research is considered necessary with regard to the allocation of nation’s resources. Research is also necessary with regard to the collection of information on the social and economic structure of the nation. Such information indicates what is happening in the economy and what changes are taking place. Thus, in the context of government, research as a tool of economic policy has three distinct phases of operation.

1. Investigation of economic structure through continued compilation of facts

2. Diagnosis of events that are taking place and the analysis of the forces underlying them

3. The prognosis, i.e. the prediction of future developments.

Research is important for social scientists in studying social relationships and in seeking answers to various social problems. Research in social sciences is concerned both with knowledge for its own sake and with knowledge for what it can contribute to practical concerns. Research is sort of formal training which enables us to understand the new developments in one’s field in a better way.

Research has its special significance in solving various operational and planning problems of different economic sectors. For instance, in taking business decisions researchers undertake.

· Market research for formulating policies for purchases, productions, sales etc.

· Motivational research underlining market behavior

· Operational research, which deals with problems of cost minimization or profit maximization or optimization problems.

All these are important to people in business and industry that are responsible for taking business decisions. Given knowledge of future demand it is generally not difficult for a firm or for an industry to adjust its supply schedule within the limits of its projected capacity.

In addition the significance of research can also be understood keeping in view the following points.

· To students who are to write a master’s or Ph. D thesis research may be a way to attain a higher degree.

· To professional in research methodology research may mean a source of livelihood

· To philosophers and thinkers research may mean the outlet for new ideas and insights

· To analysts and intellectuals research may mean the generalizations of new theories.
Research Methods versus Research Methodology

Research Methods

Research methods may be understood as all those methods or techniques that are used for conduction of research. Research method refers to the methods the researchers used in performing research observations. All those methods which are used by the researcher during the course of studying his/her research problem are termed as research methods. Research methods can be put into three groups.

· Those methods, which are concerned with the collection of data. Those methods are used when the data are not sufficient to arrive all the required solution.

· Those statistical techniques which are used for establishing relations between the data and the unknowns.

· Those methods, which are used to evaluate the accuracy of the results, obtained.

Research Methodology

Research methodology is a way to systematically solve the research problem. It may be understood as a science of studying how research is done scientifically. The various steps that are generally adopted by researchers in studying his research problem are studied here. Researchers need to know the criteria by which they can decide that certain techniques and procedures will be applicable to certain problems and others will not and the assumptions underlying various techniques. Research methodology has many dimensions and research methods do constitute a part of the research methodology. The scope of research methodology is wider than that of research methods. Thus when we talk of research methodology we are not only talking of the research methods but also considered the logic behind the methods we use in the context of our research  study and explain why we are using a particular method or technique and why we are not using others.
In general research methodology deals with;
· Why a research study has been undertaken
· How the research problem has been defined

· In what way and why the hypothesis has been formulated.

· What data have been collected

· What particular method has been adopted etc?
Time Dimension in Research

Quantitative research may be divided in to two groups in terms of the time dimensions:

· A single point in time (Cross sectional)

· Multiple points research (Longitudinal research)

Cross- Sectional Research --takes a snapshot approach to social world.  This is the simplest and less costly research approach.

Limitation
_ It cannot capture social processes or changes.

Longitudinal Research --examines features of people or other units in more than one time.  It is usually more complex and costly than cross sectional research but is also more powerful especially with respect to social changes.

· Types of Longitudinal Research

Time series research-- this is longitudinal study on a group of people or other units across multiple periods (e.g. time series data on exports of coffee)

The panel study      --the researcher observes exactly the same people, group or organization across time periods, each time using the snapshot approach.  In panel study the focus is on individuals or households.
e.g. interviewing the same people in 1991, 1993, 1995 etc. and observe the change is an example of panel data set.

A cohort analysis --is similar to the panel study, but rather than observing the exact same people, a category of people who share similar life experience in a specified period is studied.  Hence, the focus is on group of individuals or on specific individuals or households.

Criteria of a Good Research

Whatever may be the types of research one thing that is important is that all meet on the common ground of scientific method employed by them.
· The purpose of research should be clearly defined and common concepts should be used.
· The research procedure used should be described in sufficient details to permit another researcher to repeat the results for further advancements.
· The procedural design of the research should be carefully planned to yield results that are as objective as possible.
· The researchers should report the results with complete frankness, flaws in procedural design and estimate their effects upon the findings.
· The analysis of the data should be sufficiently adequate to reveal its significance and the methods of analysis used should be appropriate.
· The validity and reliability of the data should be checked.
· Conclusions should be confined to those justified by the data of the research.

· Greater confidence is warranted if researcher has good experience in research and is a person of integrity.

In summary the qualities of a good research include:

· Good research is systematic research structured with specific steps to be taken in a specified sequence in accordance with the well-defined set of rules.

· Good research is logical-research is guided by the rules of logical reasoning and the logical process of induction (from a part to the general) and deductions (from the whole to the particular) are of great value in carrying out research.

· Good research is empirical-research is related to one or more aspects of a real situation and deals with concrete data that provides a basis for external validity to research results.
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