Operating Manual for Economics Senior Seminar

So What is a Senior Economics Thesis?

Your senior thesis is an opportunity to use what you’ve learned in your economics courses to answer a question of your choosing. You may do a project by yourself, or team up with one other student to collaborate on a project.  There are five types of projects that would qualify as a senior thesis in economics.

1.  Test a Hypothesis.  You start by using economic theory to explain why a relationship between two variables cannot be determined with logic (theory).  When a relationship is logically indeterminate,  the role of empirical analysis is to determine the direction of the relationship. For example,  an increase in the wage has both a substitution effect (increase work time) and an income effect (decrease work time), so the net effect is logically indeterminate. The question is,  “Does the individual labor supply curve have a positive slope?”  You can use regression analysis or other statistical methods to test the null hypothesis that work time is unaffected by changes in the wage.  Alternatively, you can use a case study to provide an example of a positive or negative relationship.

2.  Estimate an Elasticity. You start by using economic theory to explain the logic behind a positive or negative relationship between two variables.  The role of your empirical work is to quantify the relationship,  expressed as an elasticity. For example, a decrease in crime in a neighborhood will increase the attractiveness of the neighborhood, increasing housing prices.  The question is, “What is the elasticity of housing prices with respect to crime rates?”  You can use regression analysis or other statistical methods to determine the elasticity.

3.  Analyze a Public Policy. You start by using economic theory to provide a framework to quantify the benefits and/or costs of a public policy.  Then you do a case study, quantifying the benefits and costs of a particular policy, using numbers from policy makers, the economics literature, and other sources (raw data as well as the outcome of statistical analyses).  You could also discuss how the costs and benefits are distributed among various population groups.  For example, the annual cost of the Portland Streetcar is about $7.1 million, including $4.6 million for capital costs and $2.5 million for operating costs.  The streetcar generates benefits for consumers, automobile drivers (reduced congestion), and breathers (reduced air pollution).  The question is, “Do the benefits of the streetcar exceed the costs?”  An important part of policy analysis is sensitivity analysis—computing costs and benefits with different sets of assumed parameter values.  

4.  Analyze a Business Decision. You could use economic theory and established empirical results to analyze a business decision such as a capital investment or the introduction of a new product.  For example, you could use a case study to compare the evaluation process of financial managers to the approach suggested by economic theory.  The question is, “Do financial managers use the appropriate methods to evaluate capital projects?”

5.  Prove a Theoretical Proposition.  The proof of a theoretical proposition requires a formal model—a list of assumptions—and a series of mathematical steps leading to a conclusion.  New theory builds on old theory, and you are likely to start with an existing theoretical framework, extending it as appropriate to answer a new question. For example,  using auction theory as a starting point, you could prove that local tax subsidies for automobile manufacturers do not constitute “a race to the bottom” but instead promote economic efficiency.  The question is, “Do local tax subsidies promote economic efficiency?”

What’s the Production Function for an Economics Thesis?

The successful completion of a senior thesis in economics involves six steps.

1.  Find a Question.  In the first four weeks of Fall Semester, we will work together to find a set of possible thesis questions.  In each weekly session, each student will bring written material—a journal article, a news item, or a section from a book—that raises an issue that could lead to a thesis question.  Each student will take 5 minutes to summarize the material and talk about potential thesis questions.  In the 5th week of the semester, each thesis team (one or two students) will present a thesis question to the class.

2.  Develop a Strategy to Answer the Question.  During the second four weeks of Fall Semester, we will work together to develop strategies to answer the thesis questions.  Each team will present a one-page strategy outline to the class for discussion, and use the feedback to refine the outline.  The outline will list the relevant economic theory and analytical tools, and explain how they will be used to answer the question.  It will also list real (not imagined) data sources, and describe the empirical techniques to be used in estimating regression coefficients, quantifying benefits and costs, or otherwise measuring economic phenomena.

3.  Submit a Formal Proposal.  At the end of October, each team will submit a formal thesis proposal, with the thesis question as the title.  The 5-page proposal will include the following.

· The motivation for the thesis, answering the questions, So What? Who Cares?

· A literature review: a discussion of previous work relevant to the question

· An overview of the theoretical and empirical methodology to be used to answer the question

· A list of real (not imagined) data sources

4.  Use your Advisor.  At the end of October, each team will be assigned a faculty advisor.  During the first two weeks of November, each team will work with its advisor to develop  a timetable for completing the various components of the project.

5.  Search and Research.  Once you and your advisor have agreed on a timetable, you should get to work collecting data and doing your theoretical or empirical work.  At the end of Fall Semester, each team will present a brief (15 minute) progress report to fellow students and the faculty.  During Spring Semester, each team will schedule weekly meetings with its faculty advisor to provide updates and get advice.

6.  Outline your Thesis Paper.  On February 21, each team will present a 2-4 page outline of its prospective thesis paper to its faculty advisor.

7.  Write your Thesis Paper.  A first draft of the thesis paper is due on March 15.  Late drafts will be subject to a grade penalty (your course grade will be reduced by 1/3 of a point, e.g., from A to A-).  Your advisor will grade the draft either acceptable or  unacceptable.  If a draft graded “unacceptable” is not revised within one week to make it acceptable, you will be withdrawn from the course. The final version of the thesis paper is due on April 15.  Late papers will be subject to the same grade penalty as the draft.

8.  Present Your Results.  The 30-minute presentations will happen in the third week of April.  On April 15, each team will present its advisor with a one-page outline of the presentation,  along with any handouts or transparencies to be used during the presentation,  e.g., theoretical graphs, estimated curves, data tables and charts, or lists of empirical results. You will work with your advisor to refine your presentation and decide on a 1 – 4 page handout. The presentations will be free of Power Point wizardry, allowing us to focus on economic insights and compelling empirical work. 

What’s My Grade for Economics 433?

Your course grade will be a weighted average of grades received from the instructor, your faculty advisor,  other faculty members, and your fellow students.  The graded items are class participation, your thesis paper, and your presentation.  Each item will be graded on a scale of 0 (F) to 4 (A), rounded to the nearest tenth.

· Paper: The grade on the paper will be determined by the faculty.

· Participation:  The grade will be determined by the instructor, based on your active participation in class sessions and presentations.

· Presentation:  The grade on the presentation will be a weighted average of the grades submitted by the faculty and fellow students.
