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At the request of the Provost, the Department of History, Political Science, and Economics has considered the proposal that the B.A. program in Economics be placed in moratorium. After careful review, the Department recommends against the proposal. 

This memo details the potential benefits and costs of ending the B.A. Economics program. We conclude that the potential benefits are negligible if not nonexistent and that the costs to the University are almost certain to exceed the benefits.

For additional information, you may refer to the 2006-07 Annual Report for Economics on the LHUP Planning and Assessment web site. (Go to http://www.lhup.edu/planning-and-assessment/program/program.htm and select “2006-2007 Annual Reports” from the menu there.) The Annual Report is based on a Five Year Review, the self-study for which I would be happy to provide.
Benefits of Moratorium
In canvassing the situation, we find three potential benefits of placing the Economics B.A. program in moratorium. On closer scrutiny, we find all these benefits to be negligible or nonexistent in fact. 

Potential Gains in PaSSHE Performance Funding
Economics is a “Degree Program with Few Graduates,” as that term is defined in PaSSHE accountability measures. Specifically, the program graduates fewer than 13 students annually.
 In 2005-06, there were 26 such programs at LHU amounting to 59 percent of all academic programs.
 As we understand it, the University aims to reduce the number further to meet the PaSSHE performance target (25% in 2005-06) and the benchmark based on comparable universities around the nation (48% in 2005-06).

In the past, PaSSHE performance funding has not been based on Degree Programs with Few Graduates, but it is possible that Degree Programs with Few Graduates could be a performance funding indicator in some future year. If this becomes the case and if a sufficient number of other programs are also eliminated, then placing the B.A. Economics major in moratorium will have contributed some fraction of the performance funding bonus for this indicator in one or more years. Otherwise there would be no revenue gain from eliminating the program.

Purported Gains in Efficiency
The general principle of the System accountability measures is that PaSSHE schools should strive to meet even the unfunded targets and benchmarks as a means of achieving higher quality and more efficient allocation of resources. 

The mandate to reduce the number of “low-enrolled” majors is typically couched in terms of efficiency: programs that produce low numbers of graduates must necessarily cost the University more per graduate than those producing high numbers of graduates. Resources devoted to low-enrolled programs could be more effectively used if diverted to higher-enrolled programs.

A closer review of the Economics program will reveal this logic to be faulty: Shutting the major down will have little effect on the fixed costs that are committed to servicing other programs with economics courses. For instance, only four out of 1006 students who were enrolled in ECON101 during the last three semesters were Economics majors (see Table 1). The lack of an Economics major would not have reduced the need for ECON101, which typically accounts for seven or eight of the twelve sections of Economics offered each semester.

Further, closing the B.A. Economics program would not eliminate the need for two sections per semester of intermediate economic theory—ECON310 Intermediate Macroeconomics in fall, ECON315 Intermediate Microeconomics in spring. Business Administration and Accounting majors must take at least one of these courses, and these majors account for about 90% of enrollments in the two courses since Fall 2006, while Economics majors were about 3% of the enrolled students (see Table 2).

ECON101 and the intermediate economics courses typically constitute 9-10 of the twelve sections of economics offered each semester. The other two or three sections offered are 300 or 400-level courses that rotate mostly among the following: International Trade and Finance, Money and Banking, American Public Finance, Comparative Economic Systems, Economic Development, and Economics of the Environment. Even in these courses, eliminating the Economics major would address only 10 percent of the demand for seats. Students majoring in Business Administration or Accounting make up nearly half (47 percent) of the enrollments, with students in Secondary Education-Social Studies, International Studies, and History combining to provide another 26 percent. It is also notable that exchange students visiting from our international partners account for another 12 percent of students enrolled in these courses (see Table 3).

The upshot is that reducing the financial costs of Economics as a discipline will come only by increasing class sizes and eliminating upper-division offerings that serve students in a number of majors. Eliminating the Economics major alone will not reduce the demand for economics courses sufficiently to produce the purported benefit.

Averting Future Costs
Placing the major in moratorium may have the benefit of averting future costs that would have to be borne by the University if the program is successful in recruiting additional majors. Offering additional sections and a greater variety of upper-division Economics courses would be desirable for a more robust B.A. program; more upper-division courses would require adding one or more faculty members to the current complement.

In all likelihood, however, continuing the major will not result in the addition of new faculty lines at any time in the foreseeable future. In assessing the likely costs of continuing the major (and thus the likely benefits of discontinuing it), we must greatly discount the possibility that increases in the number of Economics majors will result in any faculty lines being allocated (or reallocated) to Economics instead of some other program.

In the short to medium term, it is a far greater likelihood that increased demand for Economics courses will result from increasing numbers of Business Administration or International Studies majors. Neither of these possibilities will be diminished by placing the Economics B.A. in moratorium.

Costs of Moratorium

Placing the B.A. Economics program in moratorium would produce benefits that are negligible at best and probably nonexistent. The costs of placing the program in moratorium will almost surely exceed the benefits it produces. We identify three types of likely costs of this proposal.

Effects on the Quality and Efficiency of Economics Instruction
If the placement of the B.A. program in moratorium turns out to be a justification for reducing the faculty complement in Economics, it will have the effect of increasing class sizes in introductory and/or upper-division courses. The negative impact of larger class sizes in ECON101 would be borne by students in a range of majors. Our best evidence indicates that the conditions that enhance student learning of economics are best achieved in smaller sections. For example, evidence from several sections of ECON101 indicates that student completion of frequent homework assignments that are promptly graded is associated with greater success in learning economic concepts. Such methods will become far less practical if the number of ECON101 sections per semester must be reduced from seven or eight to perhaps four or five.

The costs associated with a smaller selection and/or larger class sizes in upper-division courses would be borne especially by students majoring in Business Administration (most particularly those following the Economics and Finance or International Business tracks), Secondary Education-Social Studies, and International Studies. Whatever benefit the University might gain from eliminating a position in Economics must be measured against these real costs.

If closing the B.A. program is not accompanied by a reduction in the faculty complement in Economics, the above costs will not result. Still, we assert on the basis of experience that the ability to serve even a few students majoring in one’s own discipline invigorates and strengthens the faculty in ways that redound to the benefit of all students taking upper-division courses in that discipline, whether majors or not. Also, at least some students majoring in Economics demonstrate the economic way of thinking in ways that non-majors do not. To the extent this is observable to other students, Economics majors can provide peer models of economic thinking for non-majors taking upper-division economics courses. These are two ways in which placing the major in moratorium would work against the effectiveness of the upper-division economics component of other majors without reducing the cost of delivering those courses. Reducing the quality of output even slightly without reducing the cost of the input is a loss of efficiency, not a gain.

Detriment to Elements of the University Mission
Accessibility of a liberal arts education

As a core liberal arts discipline, economics plays a central role in the mission of the University. A fundamental part of that mission is to make an effective liberal education available to students from diverse backgrounds, including first generation college students and students from underserved communities. Given the nature of the academic socialization of such students, many of them can only become aware of the true nature of the discipline of economics after they have arrived on our campus and taken a course or two. The absence of economics as an undergraduate major program on our campus removes it as an option for our students while more fortunate students attending more selective colleges retain this option.

Even if only a small number of our students major in economics, the costs in lost advantages to those students who would do so in the future is substantial. Economics has increased in popularity as a major at selective universities and liberal arts colleges in the last decade or so--for instance, a recent Wall Street Journal article notes that it is the most popular undergraduate major at NYU, Harvard, and Smith. Some will object that LHU is not NYU, Harvard, or Smith, but the reasons for the popularity of economics as a major at such institutions are entirely relevant at a University that emphasizes making liberal education accessible as part of its core mission. The analytical approach of economics, combining conceptual thinking and quantitative methods and applying them to human behavior, attracts many students with diverse intellectual backgrounds and interests. Economics graduates as a group earn one of the highest starting salaries among the disciplines and are seen as the best prepared candidates by many law and business school admissions officers.

The number of students who take advantage of the Economics major at LHU is small, but in the past semester or so a Biological Sciences major and a Political Science major have both added Economics as a second major. Another student, a Business Administration major who came to LHU as an Elementary Education major (before she started taking economics courses) also has expressed great interest in adding a second major in Economics. Eliminating the major would be a disservice to these and others among our students.

International mission

In creating a diverse learning environment for all of our students, LHU has pursued the recruitment of international exchange students as well as matriculating international students. The existence of the B.A. major plays a role in serving international students in that these students select Economics as a major in far greater proportion than their share of the total student population. For instance, during the past few years we have had at least one new freshman mainland Chinese economics major each fall. This is not a coincidence, because economics is a default choice for many Asian students. It is one of the most popular undergraduate majors in East Asian countries such as mainland China, Japan, South Korea, and Taiwan. A cost of placing the major in moratorium would be a reduction in the University‘s ability to meet the needs of such students.

We would add that because of its role in the study of international economic relations and economic development, economics will necessarily have a place at LHU if the University is serious about making open the study of international dynamics and issues to our student population. If placing the major in moratorium is accompanied by a staffing cut, this element of the University mission will surely suffer.

Impact on Recruitment of New Faculty in Economics
Even without a B.A. program, we will need economists to teach courses that are central to several other degree programs on campus. It is imperative that the economics component of these majors be maintained or strengthened in quality. The recruitment of new faculty members (for instance, as replacements for those who might retire in the next 5-10 years) is perhaps the most critical element of maintaining program quality. One of the most common questions a new economics Ph.D. asks during the phone interview is the number of economics majors in the program. Without the opportunity to teach economics majors, economics teaching positions at LHU would be significantly less attractive for applicants making it more difficult to attract the strongest candidates.

All of these costs--to instruction, to core elements of the University mission, and to recruitment of faculty--are certain to occur if the Economics major is eliminated. Even without precise quantification, these costs clearly outweigh the negligible benefits of placing the major in moratorium. Put differently, having an Economics major entails little or no marginal cost with a substantial contribution to the University mission.

Given the options of (1) terminating the B.A. major or (2) continuing the major as is, we conclude that terminating the major results in a net loss to the University and should not be pursued.

Table 1. ECON101 Enrollments by Major

Fall 2006 – Spring 2008
(Four Semesters; Summer Sessions Not Included)
	Business Administration
	269
	34.8%

	Elementary Education
	132
	17.1%

	Accounting
	85
	11.0%

	Secondary Education
	59
	7.6%

	Social Work
	57
	7.4%

	Sport Administration
	52
	6.7%

	Exploratory Studies
	43
	5.6%

	Criminal Justice
	30
	3.9%

	History
	24
	3.1%

	Political Science
	21
	2.7%

	Biology-Chemistry
	19
	2.5%

	Communication Media
	19
	2.5%

	Cooperative Engineering
	18
	2.3%

	Health Sciences
	18
	2.3%

	Recreation Management
	18
	2.3%

	Computer Info Science
	14
	1.8%

	Health & Physical Ed
	14
	1.8%

	Sociology
	14
	1.8%

	Special Education
	11
	1.4%

	International Studies
	11
	1.4%

	Computer Science
	9
	1.2%

	EB/CE/HS
	9
	1.2%

	Chemistry
	9
	1.2%

	Psychology
	7
	0.9%

	Biology
	5
	0.6%

	General Studies
	4
	0.5%

	Early Childhood Educ
	4
	0.5%

	Economics
	4
	0.5%

	Physics
	4
	0.5%

	Music
	4
	0.5%

	Management Info Systems
	3
	0.4%

	Theatre
	3
	0.4%

	English
	2
	0.3%

	Mathematics
	2
	0.3%

	Environmental Geology
	2
	0.3%

	Studio Arts
	2
	0.3%

	Communication Studies
	1
	0.1%

	Healthcare Professions
	1
	0.1%

	Management
	1
	0.1%

	Natural Science
	1
	0.1%

	Paralegal Studies
	1
	0.1%

	
	1006
	


Table 2. Enrollment by Major in Intermediate Macro- and Microeconomics

(ECON310 and ECON315)

(Fall 2006-Spring 2008)

	Major
	Students
	Percent

	Business Administration
	161
	72.20%

	Accounting
	42
	18.83%

	Economics
	6
	2.69%

	History
	4
	1.79%

	Exchange Students
	3
	1.35%

	Biology-Chemistry
	2
	0.90%

	Computer Info Science
	2
	0.90%

	International Studies
	2
	0.90%

	Political Science
	1
	0.45%

	
	223
	


Table 3. Enrollment by major in upper-division ECON courses

(Except ECON310 and ECON315)

Fall 2006-Spring 2008

	Major
	Students
	

	Business Administration
	85
	42.71%

	Secondary Education
	24
	12.06%

	Exchange Students
	24
	12.06%

	Economics
	21
	10.55%

	History
	14
	7.04%

	International Studies
	14
	7.04%

	Accounting
	9
	4.52%

	Exploratory Studies
	5
	2.51%

	Criminal Justice
	1
	0.50%

	Political Science
	1
	0.50%

	Healthcare Professions
	1
	0.50%

	
	199
	


Data include the following courses:

ECON301 Economics of the Environment (Sp 07, Sp 08)

ECON320 American Public Finance (Fa 06)

ECON330 Economic Development (Sp 08)

ECON340 Money & Banking (Sp 07, Sp 08)

ECON350 Comparative Economic Systems (Sp 07)

ECON355 International Trade and Finance (Fa 06, Fa 07)

ECON360 Current Economic Problems (Fa 07)

�  The annual mean number of B.A. Economics graduates during 2002-2007 was 1.4, based on data from the LHU Office of Institutional Research and presented in the 2007 Annual Report/Five Year Program Review for Economics. There are currently 10 students majoring in Economics, a 40 percent increase from Spring 2007. There is prospect for a substantial increase in the mean number of Economics graduates in the next few years but the number is likely to remain well short of 13 annually.





� LHUP Office of Institutional Research. “2005-06 LHUP Accountability Measure Performance Summary,” August 15, 2006. See also “LHUP System Accountability Improvement Plan,” draft distributed October 18, 2006 by the LHUP Office of Planning and Assessment.


� Jessica E. Vascellaro, “The Hot Major for Undergrads is Economics.” Wall Street Journal. July 5, 2005, p. A11. See also the American Economics Association web site (� HYPERLINK "http://www.vanderbilt.edu/AEA/students/Careers.htm" ��http://www.vanderbilt.edu/AEA/students/Careers.htm�). 
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