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Abstract

This paper reviews the economic literature on education along with the attempts
to integrate sociological and psychological views of education into standard economic
models. The analysis points to the key concepts from sociology and behavioral
economics that are translated into inputs to economic models of education, in order to
improve the understanding of the economists’ fundamental concern — resource
allocation. By extending economic models that capture the relation between investing
efforts and expected returns to education, insights from identity economics and
behavioral economics shed light to the following question: when and under what
circumstances are investments in education effective? ldentity economics implies that
educational efforts are not perfect determinants of the economic returns to education,
taking into account that investments in education are determined by students’ social
norms, ideals and identities. Behavioral economics focuses on behavioral biases that
affect the individuals’ decisions on investing efforts in education and consequently,
their long-term welfare. This novel framework contributes to education research by
specifying policy interventions that could mitigate identified behavioral barriers that
constrain decision making concerning educational pathways.

Key words: education, human capital, identity, identity economics, behavioral
economics.

NPEUCIIUTUBAILE EKOHOMCKE TEOPUJE
OBPA30BABA - YBU/IU N3 EKOHOMMUJE
NAEHTUTETA U BUXEBUOPAJIHE EKOHOMMJE

AmncTpakT

Paj npejicTaBiba Tperiie]l eKOHOMCKE JIUTEPAType 0 00pa3oBamy, Kao U TOKyIlaja
Ja ce y CTaHgapjHe E€KOHOMCKE MOJENE WHTETPHINY COIMOJIONIKA U TCHXOJOMIKA
cxBarama 00pa3oBama. AHAIM3a je yCMepeHa Ha KJbYYHE KOHIIENTE U3 COLHONIOTH]E U
OUXEBHOpPAJIHE EKOHOMH]jE, KOjH Ce MPEBOJIE Y YJIa3He MapaMeTpe eKOHOMCKUX MoJena
o0pa3oBama, Kako OM Ce CYIITHHCKH EKOHOMCKHM MHpoOineM — mpobieM anokaiuje
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pecypca y obiactu oOpasoBama — IOJpoOHHje caryienao. [IponmpemeM eKOHOMCKIX
MoJieNIa KOjH MCIIUTYjy oxHOC m3Mely ynarama y oOpa3oBame M OUYeKHBAHHUX IPHHOCA
o] 00pa3oBama, YBUAN U3 CKOHOMHjEe HACHTHTETa U OMXEBHOpAJIHE €KOHOMH)E PacBeT-
JbaBajy OArOBOpE Ha IMHTarmba KaJa U I10]] KOjHM YCIOBUMA HHBECTHpame y o0pa3oBame
nocraje ucratiuBo. ExoHOMHja HICHTHTETa yKa3yje Ha TO [a yiarame Hamopa y obpa-
30BamkC HUjE Y CaBPILEHO CPa3MEPHOM OJHOCY ca MpUHOCHMA o7 00pa3oBama ¢ 003H-
POM Ha TO a Cy OJUIyKE O ynaramy y o0pa3oBame YCIOBJbEHE IPYIITBEHHM HOpMaMma,
uieaqMMa M WACHTUTETHMA IojeluHana. bruxeBHopaaHa eKOHOMHja yCMEpeHa je Ha
UCTPaKMBambe IIPUCTPACHOCTH M Oapujepa y MOHAIIalky KOje YTHYy Ha OMIyKe
HOje/IMHAlA Y BE3U ca yJarameM y 00pa3oBame, a MOCICIUYHO Ha BUXOBO Olarocrame
y ayrom poky. OBaj HHOBaTHBHH NPUCTYII IOIPHHOCH HAYYHUM HCTPaXKUBambUMa o0Opa-
30Bamba OCMHIIIbABakHEM Mepa 00pa30BHE IOJINTHKE M MHTEPBEHIINja Koje 01 Morie aa
yOmaxke mocrojehe Gapujepe y moHamamy IojeuHana Koje OMeTajy Ipolec OUTydH-
Bama 0 00pa3oBamy.

K.rby'me peun: o6pa3013aH>e, JbYJICKU KanuTall, UAICHTUTET, 6erBHopanHa eKOHOMI/Ija.

INTRODUCTION

Since the seminal work of Theodore Schulz (1960) and Gary Becker
(1964), the economic research of education has predominantly been based
on the human capital theory. The traditional view of educational attainment
considers education as the main element of human capital, implying that
the most important research subject in the economics of education is the
relation between resource investments and returns to education. Human
capital theory indicates that individuals choose the amount of resources
(time, effort, money) to be invested in education, based on the expected
returns on education — increased cognitive skills, productivity and
consequently, future income. Economic models explain the allocation of
resources in education, based on the decisions of rational individuals,
weighting the costs and benefits of additional investments in education.
Economic analysis has played an important role in the research on
education, and economic concepts have for decades been corner stones for
designing and evaluating education policies. The theory of human capital
has provided important insights for the analysis of macroeconomic aspects
of education - the relation between education and economic growth,
explanation of labor market tendencies as well as exploring the effects of
investing financial resources in the public education.

However, in recent years, we have witnessed the increasing
dissatisfaction with the contributions of economics of education from the
education researchers belonging to other disciplines. The criticism is
basically directed at the restrictive assumptions that economic models are
built on. The main assumption of economic models of education is the
individuals’ unbounded rationality that refers to their ability to perform
complex calculations, based on perfect information regarding all relevant
alternatives, taking into account the expected utility of the possible
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outcomes. This makes economic theories of education divert from reality
and neglect possible sociological, political and psychological elements that
affect the behavior of rational individuals concerning education.

This paper reviews some insights from several areas of education
research that cut across disciplinary boundaries with economic theory. A
sociological view of education and its integration into economic models
is offered within identity economics - the discipline that integrates key
sociological concepts, such as social categories, ideals and identities into
the education utility functions of individuals. This line of thought
incorporates the sociological view of the students as primary decision
makers and schools/universities as the social institutions that determine
the effectiveness of resources invested in education. On the other hand,
extending economic models of education with psychological knowledge
about human behavior falls within the field of behavioral economics. As
student decision making is prone to various behavioral biases, behavioral
economics contributes to the understanding of education related decision
making by creating more realistic models and explaining the patterns of
deviations from rational behavior.

The aim of the paper is to draw attention to the alternative views of
the issues of investments in education. The review of the economic
literature on education, along with the new insights from borderline
disciplines, points to the importance of multidisciplinary research on
education, in the sense of broadening the existing economic theories of
education. Extending economic models of education by incorporating
sociological and behavioral perspectives does not question the basic
assumption that investing resources improves educational attainment.
These new insights offer explanations not provided or partially explained
by economic models, regarding the circumstances under which the
investment of resources in education will be effective.

THE THEORY OF HUMAN CAPITAL

Economic theory of education focuses on the link between the
resources invested into education and the education outcomes. Classic
economic models imply that students, as rational individuals, balance the
efforts invested in education (in terms of opportunity cost) with its
discounted returns. This implies that the education outcomes, mainly in
terms of earnings, are determined by the resources devoted to education.

The notion of human capital has first appeared in the writings of
classical economists, and has also been present in the work of a number
of prominent economists prior to 1950’s (Kiker, 1966). Adam Smith has
considered the knowledge and the skills embodied in the employees to be
a part of the total amount of the capital available in the economy. By the
early XX century, similar considerations have appeared sporadically in
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the economic literature (von Thunen, 1875; Fisher, 1906). In essence,
from the perspective of economic theory, knowledge and skills embodied
in the individuals affect their productivity levels and consequently, their
earnings. Therefore, education is considered to be an investment, rather
than the expenditure, affecting not only individuals’ well-being, but also
determining the economic growth of a country (Tan, 2014).

Human capital has formally been introduced into economic literature
by the neoclassical economists, within the analytical framework of
methodological individualism. According to the rational choice theory,
individuals invest in education in order to maximize their economic
interests. The investments in acquiring knowledge and skills that increase
their productivity are realized until the private benefits of such investments
(higher income in the future) equal the private costs, implying that the stock
of human capital is formed as the consequence of the rational individuals’
decisions. The early studies of human capital, therefore, regard education as
the key component of the human capital. Deliberate investments in human
capital have been defined as the determinants of the personal income
distribution (Mincer, 1958). Johnson (1960) argued that employees do not
become capitalists due to the diffusion of ownership through share capital,
but as a result of acquiring knowledge and skills that have economic value.
Those employees that have more high-quality skills and knowledge can
demand higher wages. In other words, their knowledge and skills allow one
hour of their labour to be worth more on the market than the labour of those
who do not possess such knowledge and skills.

The explicit treatment of human resources as a form of capital, a
factor that can be produced and a result of investment, in the theoretical
work of Schultz (1961), directly contradicts the classical understanding of
labour as the ability to perform physical job requiring little knowledge
and skills, which are relatively uniform among workers. Treating education
as an investment into an individual, Schultz proposed the term human
capital. This way, the human capital concept has been transformed from a
mere metaphor to a viable research subject in economic science and the
main framework for creating education policies. From this time on, human
capital has been put in the forefront of economic debates aimed at
determining the residual — the unknown or unmeasured determinants in the
models of economic growth.

After the publication of Robert Solow’s article A Contribution to the
Theory of Economic Growth (Sollow, 1956), an increasing number of
empirical studies based on the aggregate production function (Barro, 1991)
tried to ascribe the differences in income per capita among countries to the
accumulation of physical capital, human capital and productivity. These
studies have confirmed that higher levels of human capital fuel economic
growth (Mankiw, Romer & Weil, 1992; Barro, 1997; Krueger & Lindhal,
2001). There are two approaches that link human capital and economic
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growth. The first one explores the connection between the rate of economic
growth and the rate of human capital accumulation (Lucas 1988). The
second connects the rate of economic growth with the available amount of
human capital (Aghion & Howitt, 1998). Most of the empirical analyses
that dealt with the link between human capital and economic growth were
largely focused on education, while health, as another component of human
capital, has been devoted less attention.

According to Gary Becker (1964), human capital is the value added
that brings benefits to an enterprise or individual in the process of
production and exchange, operationalized and expressed through education,
training and work experience. Investing in human capital by the employee
benefits not only the companies, but also the employees themselves. Such
investment increases the value of the labour, and part of this increased
value can be attributed to the employee through higher wages and various
benefits, which are above the existential minimum. Based on the model of
individual optimization, Becker has developed a general theory of
investment in human agents. According to this model, human capital is
directly included in the production function, increasing worker’s
productivity.

Introducing the concept of human capital has initiated a vast amount
of empirical research of the relation between the resources invested in
education and education outcomes. A number of empirical studies have
explored the effects of education expenditures, teacher efforts, parent
involvement and teacher-student ratios on the returns to education (Card &
Krueger, 1992; Hoxby, 2000; Chetty, Friedman, & Rockoff, 2014; Jackson,
Rockoff, & Staiger, 2014). There is recent evidence on a rather large rate of
returns to education in terms of life-time earnings (Heckman, Lochner, &
Todd, 2006; Bhuller, Mogstad & Salvanes, 2017). On the other hand, the
accumulation of human capital causes significant externalities, especially in
the field of technology and innovation, indicating that social returns to
human capital outperform private yields. Education is linked to better
health of the population, the transmission of cultural values, political
participation, and the reduction of crime rates (Lochner, 2011). These
externalities are often the main reason for state subsidies in the field of
education.

IDENTITY ECONOMICS AND EDUCATION

Economic literature on education focuses solely on the balance
between the resources invested in education and its discounted returns,
without accounting for social interactions that shape educational outcomes
and determine the effects of resources on the returns to education. This is
the reason why economic models often cannot explain the variations in
educational outcomes that result from the similar amounts of invested
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resources. Fresh insights for the economic research of schooling and
education were offered within the framework of identity economics — a line
of thought that introduces key sociological concepts into economic models
of education. Traditional sociological theories explain the notion of identity
as something that allows for a unified experience of oneself as the same
over time (Erikson, 1992). According to Beck (2000), Bauman (2000) and
Giddens (1991), identity represents a concept necessary for a deeper
understanding of modern societies. They argue that modern culture does
not provide ready-made identities, as was the case in pre-modern societies.
Therefore, creating and re-making of self-identity becomes an exclusive job
of the individual.

Identity economics can be briefly described as an attempt of
broadening economic science by incorporating the concept of identity into
economic models. The foundations of this discipline lie in seminal work
of George Akerlof and Rachel Kranton (Akerlof & Kranton, 2000; 2002;
2005). The core idea of this line of research is that social norms affect
agents’ economic decisions and behavior (Austen-Smith & Fryer, 2005;
Bénabou & Tirole, 2011). Namely, traditional economic explanations
deal with rational agent’ preferences and their utility functions, without
explicating the origin or configuration of such preferences. Identity
economics suggests that individuals tend to place themselves into certain
social categories. Each social category is defined by prevailing norms or
ideals, determining desired behavior within that category. Individuals
experience gains when conforming with those norms and ideals, or losses
that derive from the non-conformance. That is how membership in social
groups affects individuals’ preferences — individuals face losses if their
behavior deviates from the group’s norms.

As agents’ preferences are determined by their identities, the utility
functions are broadened by preferences specific for agents’ social
categories, besides universal and norm-independent preferences, such as
wealth maximization (Akerlof & Kranton, 2010). Identity economics
enables the analysis of economic outcomes by considering not only
pecuniary incentives, but also identities as primary motivations (Kranton,
2016). This framework refines the understanding of the utility function,
explaining the utility that individuals pursue as dependent on their
identity. Consequently, the choice of identity is regarded as potentially
most important economic decision that an individual would ever make
(Akerlof & Kranton, 2010).

Identity creates a specific type of externalities, since the status of
the group an individual belongs to is endogenous — it is affected by the
behavior of the individuals that identify with it. Individuals’ actions
therefore change the group’s stereotypes (Akerlof & Kranton, 2002).

The model of utility enriched with social differences and norms
can be applied in many different settings. Such models can be used in



161

explaining work efficiency affected by the workgroup identity (Akerlof &
Kranton, 2008) or gender and race discrimination in work organizations
(Akerlof & Kranton, 2010). A specific model includes the identity into the
education utility function (Akerlof & Kranton, 2002). This model implies
that educational efforts are not perfect determinants of the economic returns
to education. In other words, more abundant school resources are not
robustly associated with superior educational outcomes. Students’ utility
function does include costs of making an effort and returns on education in
terms of future income based on the effort, but it also includes their
identity. This implies that the students derive their motivation from the
social setting of the school as a social institution and from the extent to
which their personal norms and ideals adhere to the school ideals (Koch,
Nafciger, & Nielsen, 2015). Identities are determined by the social
categories the students choose based on the level to which their personal
norms and values conform to the norms and values of the social category.
When chosen, the social category determines the student’s behavior as he
or she tries to conform to the ideal characteristics promoted by that
category.

The students’ decision on the level of educational effort is thereby
determined by the ideals of their group and the level of effort that is
considered to be acceptable within the group. This way, the efforts are not
chosen strictly under the assumption of rational choice, but the decision
on investing the efforts in education is dependent on the students’
identity. Consequently, this will affect their school performance. For
example, conforming to the norms of a social category that nurtures a
defiant attitude towards school authorities will affect the relation between
students and teachers, leading to students’ lower commitment to school
obligations and worsening their school performance (Reyes, Brackett,
Rivers, White, & Salovey, 2012). In other words, if the prescribed norms
of the student’s social category differ from the norms of the school (ideal
school effort), students will suffer identity loss and underinvest in human
capital. In order to preserve their self-image, the students reject the school
mission and underinvest in education.

High schools represent the typical social setting where students tend
to distinct themselves by identifying with specific groups, according to
their norms and ideals concerning dress code, gender, race or educational
expectations. Students choose their social identities and define themselves
and relationships with other students. This way, students that adhere to
groups that align with the mission of the school may achieve solid
performance. On the other hand, students identifying with an outside
mentality will turn to underperformance as their ideal effort. The problem
arises when schools promote a single ideal type of student among students
from a number of different social backgrounds (Contreras, Elacqua,
Martinez, & Miranda, 2016). In such cases, it is advised that schools
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promote more than one ideal, so that a number of student groups (social
categories) can find a way to identify with the school norms and find
motivation for improving their performance (Akerlof & Kranton, 2002).
The schools should “build” more than one identity, through investing
resources into creating communities within the school that would promote
school norms. Promoting more than one ideal makes schools more
inclusive and serves the purpose of accommodating various students’
backgrounds. However, this collides with the schools’ attempts to promote
particular skills, favoring certain social groups. Therefore, the schools often
face trade-offs between creating an inclusive identity, that will conform to
many different students’ backgrounds and investing into developing
particular skills.

Basically, the implications of the identity theory of education can be
summarized in the following way: increasing resources in education may
be ineffective, if students’ backgrounds do not allow them to identify with
the academic values that schools promote. This view does not diminish the
importance of resources (high quality teaching, for example), quite the
contrary. However, the sociological perspective highlights the fact that
student achievement is to a certain extent dependent on the gap between
their self-images and persons the school wants them to be (Akerlof &
Kranton, 2002). So the main question does not refer to whether resources
improve educational outcomes, but to explain why and when these
resources are effective. This represents the rationale to create appropriate
education policy measures whose main aim is to promote identities that are
in line with the mission of improving educational outcomes. The main
contribution of identity economics to the research of education is the
theoretical model of the optimal ideal the schools should promote and the
optimal amount of resources that schools should invest in creating school
identities, depending on the extent of student population diversity.

BEHAVIORAL ECONOMICS OF EDUCATION

Taking into account that the decisions about educational pathways are
made in the early stages of individuals’ lives, there is a significant probability
of individuals making poor decisions with long-run consequences. These
once-in-a-lifetime choices are by rule particularly difficult to make, which is
why individuals tend to be bad at making them (Benartzi & Thaler, 2007). A
prominent field of social science research, behavioral economics, is investing
growing efforts to explain behavioral barriers in long-run decision making in
order to better predict individual outcomes (DellaVigna, 2009). Behavioral
economics, integrating insights from psychology, neuroscience and sociology
into economic models, is finding its way into the research of education, by
exploring why the young and their parents make suboptimal decisions
regarding education opportunities. In other words, since it is obvious that
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education improves a number of individual outcomes, it is puzzling how
individuals invest too little efforts in education (Steel, 2007), or why drop-out
rates are increasing (Bridgeland, Dilulio & Burke Morison, 2006).
Behavioral science therefore extends the economics models of education,
integrating behavioral factors that determine the students’ decisions on
investing efforts in education and consequently, their long-term welfare. This
approach ensures a better understanding of the complexity of the relation
between educational efforts and outcomes. The results of research in this
emerging field are expected in the domain of developing policies that could
mitigate such barriers. In the following sections we provide a brief overview
of behavioral economics of education and then we point to the possible
interventions aimed at improving individual decision-making in the field of
education.

Behavioral barriers to education

The specificity of decision-making regarding education reflects in
the fact that decisions on educational investments are made in stages of life
when decision-makers have not yet reached the desired level of maturity
and are therefore exposed to a scope of behavioral and psychological
factors that affect their education decisions (Jabbar, 2011; Koch, Nafciger,
& Nielsen, 2015). As human capital theory indicates, individuals make
decisions on further education steps at each stage of education, based on the
comparison of the costs of education (time, money, effort) and the benefits
deriving from it (knowledge, skills, prospects for higher earnings). The
literature from behavioral economics implies that students, parents and
teachers are affected by behavioral barriers when making educational
decisions (Lavecchia, Lui & Oreopoulos, 2016).

The concepts explored in behavioral economics relate to the so-
called soft skills, which have recently begun to be considered equally
important for educational outcomes as cognitive skills (Koch, Nafciger, &
Nielsen, 2015). Standard economic models of education have until recently
focused on how educational efforts improve individual outcomes mostly
through enhancing students’ cognitive skills (Arcidiacono, Bayer, & Hizmo,
2010). In the standard model of educational production function (Todd &
Wolpin, 2003), student achievement in terms of test scores is determined by
students cognitive skills and abilities, in addition to family, school and peer
inputs. Soft skills cannot be measured by test scores and they refer to
personality traits, beliefs and preferences (Eckstein & Wolpin, 1999;
Oreopoulos, 2007; Heckman & Kautz, 2012). Behavioral economics of
education focuses on exploring soft skills and their impact on the relation
between educational investments and outcomes. It enriches the standard
economic theory of education, by adding more realistic assumptions on
human behavior, emphasizing non-standard preferences and non-standard
beliefs that affect decision making (Camerer & Loewenstien, 2004).
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An important concept in behavioral economics that is considered to
significantly affect education-related decisions relates to time-inconsistent
preferences. Namely, decisions about investing in education are most often
accompanied by a trade-off between immediate costs (foregone earnings,
learning efforts, boredom) and vague future benefits, in the form of higher
earnings. Therefore, individuals are affected by present-biased preferences
when weighing the costs and benefits of education (Laibson, 1997). In the
absence of self-control, individuals tend to fail in aligning their present
behavior with the long-term goals which results in educational under-
achievements (Steel, 2007). For example, many empirical studies confirm
that present-biased preferences represent a significant factor of drop-out
rates (Oreopoulos, 2007; Cadena & Keys, 2015). The mechanism of such
influence is explained in the following way: adolescents facing self-control
issues often tend to underinvest efforts in studying or procrastinate on
important tasks. They also tend to put off important decisions, and are more
patient when thinking about decisions that have to be made in distant future
than when they have to make them at present. Although graduation seems
like a preferable option, these students do not have the ability to sustain
effort and resist doing more pleasant activities than attaining class, which
leads to decreasing class participation (Evans, Baker & Dee, 2016). Time
inconsistent preferences are also found to affect student grades, since
impatient students are not able to put in consistent effort and resist
distractions. It is expected that parents could compensate for the lack of
their children’s self-control, but research evidence indicates that both
parents and children with low social-economic status lack the self-control
mechanisms (Golsteyn, Grongvist, & Lindahl, 2014).

Another form of behavioral bias exists in the form of reference-
dependent preferences (Kahneman & Tversky, 1979). According to
prospect theory, individuals behave differently when facing probable gains
opposed to probable losses. In conditions of uncertainty, individuals tend to
be risk-averse, but when a probable gain is expected, the risk aversion is
higher than in the case of probable losses. Applied to decision-making in
the area of education, this means that uncertain gains from investing in
education can affect students to underinvest in education. This theory
explains that individuals evaluate the outcomes of their decisions relative to
a certain reference point. Such reference points (for example, highest
educational achievement of the parents) affect students’ decisions about
enrolling to higher levels of education (Page, Garboua & Montmarquette,
2007). When the status-quo serves as a reference point, individuals often
prefer the status-quo as the most familiar option, even though some more
attractive options are available (Benartzi & Thaler, 2000). This default-bias
(Kahneman, Knetsch, & Thaler, 1991) can explain why some high school
graduates do not deliberately decide not to enroll into college, but fail to
enroll due to minor hurdles, such as missed deadlines (Avery & Cane,
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2004). This kind of bias is more pronounced within the social groups of
lower socio-economic status, since enrolling to college is not the default
option for them.

Paradox of choice is another concept explained in the behavioral
economics as a barrier in decision making. First, unlike economic theory
assumes, individuals are not in disposal of perfect information about the
returns to education (Oreopoulos & Dunn, 2013), nor are they equally
capable of processing all relevant information in order to make an
informed decision. Cognitive abilities and attentional limitations affect
individuals’ decision making (DellaVigna, 2009). Furthermore, when
faced with a large set of options, individuals often tend not to make any
kind of decision, meaning that complexity of information causes poor
decision making (Hastings, Van Weelden, & Weinstein, 2007). In such
situations, decision makers tend to overestimate the most salient aspects
or information. For example, as educational cost in terms of tuition fees
are clearly observable before the enrollment, opposed to benefits in
distant future, prospective students may make a decision based only on
the available information.

Behavioral economics points to the importance of non-standard
beliefs as barriers to sound decision making. Most of these beliefs relate to
individuals’ own abilities, in the sense that people tend to be overconfident
when their abilities are concerned (Bénabou & Tirole, 2002). Although it is
expected that self-confidence can serve as an important determinant of
intrinsic motivation, it is not clear whether overconfidence in one’s abilities
can have a positive effect on educational efforts. For example, if ability and
effort are complementary, positive view on abilities can have strong
motivational effects on effort. Self-confident students may believe that their
efforts will be productive, so they engage in studying with more effort
(Chen and Schildberg-Hdrisch, 2018). In different settings, when ability
and effort are substitutes, overconfident students tend to invest less effort,
falsely believing that their ability can substitute for low effort. Empirical
studies indicate that small initial differences in self-confidence account for
significant variations in human capital accumulation (Filippin and
Paccagnella, 2012). The importance of self-confidence in behavioral
economics research stems from the fact that it represents the main source of
individuals’ intrinsic motivation and internal drives. However, when
combined with various forms of extrinsic motivation (monetary or non-
monetary rewards, grades and ranking), it can produce mixed results on
educational efforts and achievements. Namely, intensifying external
incentives for the individuals that are already intrinsically motivated can
crowd-out intrinsic drive (Ariely, 2009).
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Behavioral economics and interventions in education policy

The review of behavioral economics concepts that are likely to
advance our understanding of educational issues has some important
implications for education policy. Introducing psychological aspects of
human behavior in education research, behavioral economics starts from
more realistic assumptions about human behavior, so the policies based on
behavioral economics insights may be more successful in inducing the
desired educational outcomes (Jabbar, 2011). As understanding of behavioral
mechanisms in place is crucial for a deeper understanding of the complexity
of decision-making related to education, experimental studies and empirical
evidence provided by this field helps to identify the areas where educational
interventions can be successful. For example, educational interventions based
on behavioral economics can be designed to affect self-control issues,
simplify choice options or reduce the status-quo bias (Lavecchia, Liu &
Oreopoulos, 2016). Educational policies, in order to be effective, need to be
targeted depending on the particular behavioral barriers affecting individuals’
educational decisions (Damgaard, & Nielsen, 2018).

The basic policy tool suggested by the behavioral economics mostly
relates to gently pushing the individuals in the desired direction without
imposing explicit limitations — the so-called nudging (Thaler & Sunstein,
2008). In the area of education policy, this would mean nudging students
and their parents toward better decision making concerning education,
based on understanding specific behavioral barriers in place. The types of
nudging interventions in education depend on: 1) whether they affect active
or passive decision making, and 2) whether they are aimed at changing the
decision environment or making additions to it. The main differences along
these two dimensions are the following ones: an active decision making
requires well informed, skilled and motivated individuals, whereas it is not
needed for the passive decision making. Also, interventions aimed at
changing decision environment are aimed at removing limitations that
inhibit the desired behavior, while additions to the decision environment
are aimed at compensating the missing ingredients which constrains the
desired behavior.

The type of educational interventions aimed at affecting passive
decision making by changing the conditions in which the decisions are made
refers to pure nudges. They include default effects (Thaler & Benartzi,
2004), aimed at changing defaults that individuals are most likely to choose
(Johnson & Goldstein, 2003); framing interventions, that represent small
changes in decision environment, such as presenting different aspects of
already available information (Benhassine, Devoto, Duflo, Dupas, &
Pouliquen, 2015) or gain/loss prospects (Levitt, List, Neckermann, &
Sadoff, 2016); and peer group manipulations, that facilitate peer interaction
in order to create a sense of social belonging or group identities (Carrell,
Fullerton & West, 2009). A number of nudging interventions aimed at
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passive decision making uses small additions in the decision environment in
terms of adding information that could potentially alter the students’
behavior, by improving their self-confidence or self-images, consequently
inducing better educational outcomes. For example, they include creating a
sense of social belonging (Walton & Cohen, 2011), building identities
(Chande et al., 2015) or the so-called mindset interventions, that explain the
students that their ability to learn is not fixed but malleable (Yeager et al.,
2016).

The other line of nudging interventions is aimed at influencing
active decision making, by adding information, capacity or skills necessary
for making decisions about education. These interventions are effective in
situations when parents or students are missing important information,
although it is publicly available, about child behavior, efforts or attendance
(Rogers & Feller, 2016), returns to schooling (Fryer, 2016) or financial aid
(Hoxby & Turner, 2015). Providing basic assistance to individuals with
attention or cognitive limitations (for filling forms or college applications)
is also found to induce better educational outcomes (Oreopoulos and Ford,
2016). Finally, individuals with self-control problems may benefit from
nudging interventions that boost their skills, that would enable them to
mitigate the behavioral barriers, such as forward-looking or goal setting
skills (De Paola and Scoppa, 2015). The effectiveness of each of these
interventions is dependent on whether it is targeting the particular
constraining factor for making a decision.

CONCLUSION

This paper provides an overview of interdisciplinary research on
education, meant to explain the black box of educational issues, by
extending economic research on education in new directions. It aims to
draw attention to the concepts from neighboring social disciplines that
could shed a new light on the education research and suggest directions for
further research. The insights from identity and behavioral economics
challenge conventional economic reasoning, broadening the economic
models by introducing norms, social differences and mechanisms of human
behavior.

Identity economics offers an insightful framework that synthesizes
economic and sociological views in the attempt to determine how to
effectively deploy resources in education. This line of research enriches
the economic models with social differences and norms, and implies that
investing additional resources in education may be ineffective if student’s
social norms do not allow them to identify with the school values.
Education policy implications that can be derived from this research
relate to the need for promoting identities that are aligned with the ideal
of improving educational outcomes. Resources invested for this purpose
are a function of student population diversity.
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Behavioral economics contributes to the research on education by
focusing on the behavioral barriers that students as decision makers are
exposed to. Starting from realistic assumptions on human behavior,
insights from behavioral economics complement economic models in
order to enhance our understanding of behavioral responses that affect
long-run educational decisions. The amount of resources invested in
education falls within the non-standard decision making, which adds to
the complexity of educational decisions. Behavioral economics offers a
wide range of policy interventions, targeted at the particular behavioral
barriers that constrain individual decision making.
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NPEUCIIUTUBAILE EKOHOMCKE TEOPUJE
OBPA30BAA - YBU/JIU N3 EKOHOMMUJE
NAEHTUTETA U BUXEBUOPAJIHE EKOHOMMJE

Mapuja Ilynuh, Hatama IN'ony6oBuh
Yuusepsuret y Humry, Ekonomcku ¢paxynrer, Hum, Cpouja

Pe3ume

O0pa3zoBarmy Ka0 MCTPaXHBAYKO] TEMH y OKBHUPY CKOHOMCKE HAyKe YITIABHOM CE
IPUCTYTAa ca acleKTa TeopHje JbY/ACKOr KaluTala, Koja MMIUIMLHpA [a MOjeAHHIN
OJUTyKe 0 TOMe KoJmKo he pecypca (BpeMeHa, Haropa, HOBLA) YJIOKHUTH y 00pa3oBabe
JIOHOCE Ha OCHOBY OYEKHMBAaHHMX MPHHOCA Of 0OpasoBama. MelhyTiMm, OBaKkaB MPHUCTYII
3aHeMapyje Morylie yTHIiaje COIMOJIOIKHX, MOJMTHYKUX U TCUXOJIOMIKHX (hakTopa Ha
OJTyKe PAllMOHAIHUX I0jeIMHAlA Y Be3U ca oOpasoBameM. Paj mpesncrasiba mperien
HOBHjUX YBHJA, IPOHCTEKINX M3 UCTPaKUBaba 00pa3oBama y OKBUPY IPYTHX JHCIIH-
IUIMHA, a KOja ce MPOCTHPY Iy MHTEPAUCIMIUTMHAPHUX IPaHULIA CA eKOHOMCKOM TEOpH-
jom. OBH yBHAM HyJE pa3jallmbermha OKOITHOCTH MO/ KOjIMa ylarame pecypca y oopaso-
Bamb¢ MOJKe OWTH HCIUIATHBO, a KOja MOCTojehr eKOHOMCKH MOJIENH He TIPYKajy W ca-
MO JCTMMUYHO 00jallbaBajy.

CouMOJIOIIKO CXBaTamke 00pa3oBaka U HErOBO YKIbYUHUBAKE Y EKOHOMCKE MOJIENe
NPHKA3aHH Cy Yy OKBUPY EKOHOMHjE WJCHTHTETa — JHUCLMIUIMHE KOja KJbYYHE COLH-
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OJIOIIKE KOHIIENTE, MOIYT APYIITBEHUX KaTeropHja, Haeana U WICHTUTETa, YKIbydyje Y
WHAMBHAYyaTHE (QYHKIMje KOPUCHOCTH off oOpazoBama. ExoHOMUja HaeHTHTeTa YKIBYy-
je COLMONONIKY TEpCIEKTHBY, KOja CTYAEHTE carjiefjaBa Kao MpHMapHE IOHOCHOLE
OZUTyKa, a IIKOJIe M YHMBEP3HTETe Kao APYIUTBEHE MHCTHTYLHMjE Koje YyTHdy Ha eduka-
CHOCT MHBECTHpama pecypca y oOpa3oBame. OBakaB KOHIIENTYaIHH OKBHP oMoryhasa
npesunHuje nedunncame QYHKIMje KOPUCHOCTH, yKa3yjyhH Ha TO 1a je KOPHCHOCT KOjy
TIOjeAMHIIN OCTBapYjy, U3Mel)y octaior, GyHKIHMja IBUXOBOT HACHTHTETA. MneHTuTeTn cy
onpeheHn IpymITBEHUM KaTeropujama 3a Koje ce CTYICHTH OIpeZesbyjy Ha OCHOBY TOTa
Y KOjOj Cy MepH HUXOBE BPEIHOCTU M HOpPME YycKialjeHe ca HopMama U BpeIHOCTHMA
JpymTBeHe Kareropuje. Hakon m30opa IpymTBeHe KaTeropuje, MOHaIlame MojeHaLa
onpeheHo je mpunagHomhy ApyIITBEHO] KATETOPUjH, Y CMHICITY Jia TIOjeIMHIIN YCKIalyjy
CBOje MOHAIIAKE Ca HIcAlMa Koje Jara Kareropuja oxpabpyje. Pacryha ymarama y
oOpazoBame Mory na Oyay HeedukacHa YKOIHMKO TOjEAMHIIM 300T CBOT JAPYIITBEHOT
HOpeKiIa He MOTY Ja ce MICHTH(DHKYjy ca aKageMCKUM BPEIHOCTHMA KOje IPOMOBHILLY
mkone. KibydHH JONPHHOC €KOHOMMje HICHTUTETa MCTPAKHBARkY OOpasoBama Ipen-
CTaBJba TECOPHjCKH MOJICT KOjHM CE YTBphyje Koje uaeae IKoje Tpeba Jia MPOMOBHIILY,
Kao W ONTHMAaJHa KOJIMYMHA pecypca Koje IMKoje Tpeda a MHBECTHPAjy y CTBapame
IIKOJICKMX MJICHTHTETA, y 3aBUCHOCTH O]l CTENeHa AMBEp3U(HKALHje CTYICHTCKE TOMy-
nanyje.

Ca npyre cTpaHe, MPOLIMPEHE EKOHOMCKUX MOJICa YBUAUMA U3 TICUXOJIOTHjE KOjU
ce TH4Y JbY/CKOT [OHAIlamka Crlajia y IOMeH OMXeBHOpaliHe ekoHoMHje. Kako noHommene
OTyKa y BE3M ca 00pa3oBameM MOMIEKE PA3IUUYUTUM NPHCTPACHOCTHMA KOjUMA CY
TOjeAMHIIN M3JI0KeHH, OMXeBHOpaHa €KOHOMHja JOIPHUHOCH HOTIyHHjEM pa3yMeBamby
Ha4yMHA Ha KOjH Ce JOHOCE OIUTYKE y Be3H ca 00pa3oBameM TakKO IITO CTBapa peaim-
CTUYHE MO/Ielie TIoHaIlama 1 o0janmaBa o0paciie oJICTynama 0/ PAIOHAIHOT TIOHAIIA-
ma. buxesnopanHa ekoHOMHja 00pa3oBama yCMEpeHa je Ha HCTPKUBAMKE JIMYHUX 0CO-
OuHa 1 BemTHHA (T3B. soft-skills) n mHUXoBoOT yTHIAja Ha OHOC M3Mely ymarama y oopa-
30Bambe U 00pa3oBHUX Ucxoaa. OBaj mpuctyn oborahyje cTaHiapJHy €KOHOMCKY TEOPH]y
00pa3oBama TaKo IITO MOJIa3! O PEATHUX MPETIIOCTABKY O JbYJCKOM TIOHAIIAY, HarJla-
mraBajyhn HectaHmapaHe npedepeHIrje U yBepema Koja yTHdy Ha JIOHOIICHE OTyKa.
OcHoBHa Mepa 00pa3oBHE MONUTHKE KOjy CYyrepHIlle OMXEBHOpaATHA EKOHOMHja OJJHOCH
ce Ha Oyaro ycMepaBame Ioje[JMHalA y JKeJbeHOM IpaBIly, 0e3 yCIIoCTaB/barba eKCILIH-
LIUTHUX OTpaHH4Yera — T3B. rypkame (nudge). THIIOBKM OBaKBHX MHTEPBEHIIMja Y 00pa3o-
Bamby Pa3NMKyjy ce y 3aBHCHOCTH OJ1 TOTa J1a JIU yTHYy Ha aKTHBHO WJIN MTACHBHO OJLTyYH-
BakbE, KA0 M OJ] TOTA J1a JIU Cy YCMEPEHU Ha H3MEHY OKPY)KEHha y KOME ce IOHOCE OJITyKe
WIH Ha BEroBY JOMyHy. EQEKTHBHOCT OBaKBUX MHTEPBEHIIMja 3aBHCU OJ1 TOTA Jia JIH CY
yCMepeHe Ha KOHKpETaH orpaHnyaBajyhul (hakTop panuoHaAITHOT OITyYHBamba.



