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i?jigiﬁ INTRODUCTION

The fear of crime and what to do about crime has become a source
of major concern among Americans. In assessing the amount and trends of
crime The President's Commission on Law Enforcement and Administration
of Justice1 concluded that property and violent crime, in numbers of
offenses, are increasing and that--especially for property crimes--the
rate of increase is faster than the rate of increase in the population.
Fear of victimization from violent crimes affects individual behavior.
People avoid, for example, such places as public parks, dark streets,
and some areas of commerce in the interest of safety. This reduces the
social value of the public goods and also diverts private resources to
other areas. And, consequently, there are numerous undesirable indirect
effects that could be listed.

Previously the focus of the most attention by both the public and
the law enforcement agencies has been on the seven FBI Index offenses--
murder and non-negligent manslaughter, forcible rape, robbery, aggravated
assault, burglary, felony larceny, and motor vehicle theft. The desig-
nation of this categorization is subjéct to debate.2 However, if crimes
were categorized on the basis of their overall economic impacts the
picture changes. Again referring to the President's Commission report
it is found that

Organized crime takes nearly twice as much income

from gambling and other illegal goods and services as

criminals derive from all other kinds of criminal

activity combined.

Unreported commercial theft losses, including
shoplifting and employee theft, are more than double



those of all reported private and commercial thefts.
Of the reported crimes, willful homicide, though
comparatively low in volume, yields the most costly
estimates among those listed on the UCR crime Index.
A list of the seven crimes with the greatest

economic impact includes only two, willful homicide

and larceny of $50 and over (reported and unreported),

of the offenses included in the crime Index.3

Given the increasing trend and significant economic impact of
crime in this country it is appropriate that more social scientists
consider the problem. Recently economists have begun to develop per-
spectives regarding criminal motivation that are in contrast to those
made by criminologists. Criminologists have focused attention on the
social environment which is said to cause individual deviance and conse-
quently propose policies to 'reform" both factors.4 They indicate that,
since criminals are sick, they will not be deterred by pubishment and,
consequently, to affect crime we should reform these socially deformed,
deviant, irrational people. On the other hand, economic analyses tend
to view environmental effects and irrationality as only two factors of
the problem--with the environmental factor by far the more predominant

of the two. Furthermore, the social environmental effects in the

. . ; . 5
economic perspective come from a different rationale.

The purpose of this paper is to review those studies, both
theoretical and empirical, that are concerned with the economic ramifi-
cations of crime and punishment. These studies either assume individual
rationality among criminals (that they are individual undertaking illegi-
timate actions for profit) or, more simply, that criminals, like non-
criminals, do respond to incentives (in other words, punishment will

deter crime and increased levels of expected booty will increase crime).



In either case the individual calculates the benefits and costs associated
with his or her criminal actions (just as in non-criminal actions) in an
attempt to maximize utility. This perspective is in direct contrast to
that of criminologists.

In the theoretical literature, which is presented first, rational
benefit-cost calculation is assumed (on the part of the criminal and the
policy makers). Based on this assumption, models are developed which
suggest policies aimed at the minimization of social loss from criminal
activity. In turn, the empirical literature demonstrates that criminals
do respond to incentives as predicted by the original assumption. It must
be pointed out that this does not prove that criminals are completely
rational, only that they calculate the respective costs and benefits
associated with their criminal actions in an attempt to maximize their
utility. To say that criminals are completely rational or do not have
‘personal characteristics that differ in some way from law-abiding citizens
would be going too far.6 However, a rational response to these types of
incentives does mean that, in developing policies aimed at reducing crime,
we can dispense with theories regarding individual deviance and social
deformity.

Also, the review of empirical literature suggests some problems
with resource allocation in regard to police protection (which is partly
a problem of the available data), and considers the returns associated
with burglary--a crime similar to that used to develop the equilibrium
analysis of criminal behavior in the theoretical section. Finally, the
review of empirical literature includes the effect on crime rates of some

socio-economic factors including the respective economic rationale. These



factors include, among others, income distribution, unemployment and
labor-force participation rates, percentage of the population that is
non-white, and population density.

The basic assumption on which economic analysis rests, and which
is in contrast to that made by criminologists, is individual rationality.
As Gordon indicates tgiven competition, inequality and little, if any,
economic security), the assumption that an individual must maximize his
utility by making action choices among the set of available utility
producing alternatives is common to orthodox and radical economic perspec-
tives.7 Specifically, Becker states that '". . . a person commits an offense
if the expected utility to him exceeds the utility he could get by using
his time and other resources at other activities. Some persons become
‘criminals,' therefore, not because their basic motivation differs from
that of other persons, but because their benefits and costs differ.“8
This is not meant to imply, however, that all criminals calculate
accurately or, in some instances, even at all. Some individuals do not
consider the ramifications of their criminal actions to any significant
degree9 but, as will be shown, this irrationality can be worked into the
analysis. However, those criminals such as professional burglars, members
of organized crime syndicates, white collar criminals, and the employee
about to steal from his store are examples of persons who are probably
very aware of the risks and benefits associated with their respective
criminal actions. Awareness and consideration of these ramifications is

all that is needed to allow application of economic analysis.



A REVIEW OF THEORETICAL LITERATURE

According to McKenzie and Tullock, the following are some examples
of benefits and costs likely to be perceived in considering a potential
criminal action:10 increased income, reduced working hours, improved
working conditions, increased status among a given socio-economic
(reference) group, and greater job security. It should be pointed out
that some of these benefits--especially status--could be produced, for
some individuals, by incarceration. Some possible offsetting costs could
include a reduction of income earning ability due to a criminal record,
forgone income while incarcerated, the cost of legal help, development of
necessary criminal skills (probably reduced by incarceration), acquisition
of necessary tools, less respect from family and community (if this is
his reference group then the individual loses status), and perhaps even
a psychic cost of having done 'wrong."

Assuming rational calculation and a given type of crime such as
robbery, McKenzie and Tullock develop an individual's supply and demand
curves for those crimes.11 This is done by first assuming some specific
costs to the individual of commiting a robbery, such as labor and
materials. As the individual commits more crimes, in the given robbery
market area, we would expect that these costs would, after some point,
tend to increase because of the assumption that the individual would
first choose those crimes with the lower costs or, in other words, the
ones requiring the fewest resource inputs. This rising marginal cost

curve could then be interpreted as the robber's supply of offense curve.



And since the rational criminal is also likely to choose first those
crimes with the highest expected returns, leaving those with continually
diminishign returns for later, he faces a downward sloping marginal

benefit curve. This is the robber's demand for offense curve.

Figure 1

Supply and Demand Curves for an Individual Robber

MC ,MB* MC3
‘ MC, Key for terms:
MC = Marginal Cost
i MB = Marginal Benefit
Lt
: : Q = Quantity
I
|| Q
QW Q@ Qs\MB

Referring to Fig. 1 the individual robber derives benefits until
Q3 robberies have been committed but after that further robberies yield
negative benefits., HOwever, at Q3 robberies the respective marginal costs
more than offset the level of marginal benefits, therefore, the individual
would be better off to decrease the amount of offenses to where the costs
are not greater than the benefits. At the same time he does not want to
decrease activity so far that the marginal benefits outweigh marginal
costs such as at Q. At Q; he is better off if he commits more robberies
because the additional benefit of the next robbery is greater than the

additional cost. As long as each succeeding robbery yields greater

*These marginal costs and benefits accrue only to the individual robber.



benefits than costs the individual can further increase his utility by
committing more robberies. As he does this he will come to the equili-
brium number of offenses at Q; where the marginal benefit is just equal

to the marginal cost, And further, since we have the individual's demand .
and supply curves, the community equilibrium number of robberies can be
determined by adding horizontally each individual curve. The market
equilibrium is then simply the intersection of these aggregative functions.

Fig. 1 illustrates the effect of changes in the costs and bene-
fits of crime oﬁ rational criminal activity. Adding punishment to the
analysis increases the cost which shifts the supply curve (MC;) to the left
to (MC) and results in a reduction of the amount of crimes committed from
Q2 to Q. Some other cost factors that would shift the supply curve to
the left would include increases in risk or cost of materials as a result
of, for example, more police or tougher handgun laws. The demand curve
behaves the same way. A decrease (increase) in the average booty per
offense would shift it to the left (right) as such changes are perceived
by the criminals.

The analysis is also valid when considering the presence of
irrational criminals.12 Since there are more criminals the market
equilibrium would be further out to the right. However, there is no need
to assume their presence changes the slopes of the market supply and
demand curves. In not considering the consequences of their actions the
slopes of their marginal benefit or demand curves would tend to be
vertical. Fig. 2 illustrates this condition. Assuming the irrational
criminal's demand curves are perfectly vertical and given a greater

number of criminals now in the market the quantity of their crimes could



be placed, for example, at Qj. Their presence creates total market
equilibrium at Q3 instead of at Qp by shifting the rational criminal's
supply and demand curves to the right, meaning that rational criminals
will commit Q3-Q; crimes. And these crimes committed by rational criminals
then are the ones affected by policies that change the costs and benefits

of their actions.

Figure 2

Supply and Demand Curves for Rational
and Irrational Criminals

Key for terms:

MC = Marginal Cost
MB = Marginal Benefit
Q = Quantity

Becker's paper is a continuation of the preceding analysis and a
good-example of how public policies which affect the cost of criminal
actions could benefit society as a whole. He demonstrates ". . . that
optimal policies to combat illegal behavior are part of an optimal allo-
cation of resources. [And] since economics has been developed to handle
resource allocation, an 'economic' framework becomes applicable to, and
helps enrich, the analysis of illegal behavior."13 Optimal policies, in

Becker's paper, are the ones that minimize the social loss in income from

criminal activity. This loss then is quantifiable by adding the cost of



criminal damage, the cost of apprehension and conviction, and the cost of
the types of punishments (such as fines, probation, and imprisonment) that
could be imposed. This loss can be minimized (the aggregate criminal
supply curves for specific crimes can be shifted) with respect to the
degree of risk associated with the probability of being apprehended and
convicted (p), and the severity and form of punishment (f), while the
corresponding public decision variables are the expenditures on police and
courts, etc. Constraints on optimal values of p, f, and 0 are the damages
caused by a given'number of offenses (0), the cost of achieving a given p,
and the effect of a change in p and f on 0.

Becker's paper is a pioneering work in economic theory and conse-
quently assumes certain conditions. As indicated above these analyses
apply only to rational criminals, however, some other assumptions have

been made by Becker. He assumes consensus on values of damages and
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‘benefits in working out his optimality conditions. Also, as Harris
points out, the legal framework has been taken for granted when it itself
is actually subject to social choice. Harris' paper is the last purely
theoretical contribution to be considered. In it an additional variable,
individual legal rights, is added so that minimization of social loss
from illegal activity involves determining optimal levels of them in
addition to Becker's two variables of expenditures on law enforcement
and form of punishment.

l-larris16 points out that the legal framework or legal safeguards
pertaining to individual legal rights which are subject to social choice

include, for example, those issues involving standards of evidence,

procedures for arrest and indictment, and rights to counsel. As these
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factors change they affect the cost of apprehension and conviction just
as they do the level of legal safeguards, however, as the legal framework
changes these two variables involve a trade-off. Adding provisions for
procedures such as "stop and search,'" wire tapping, and 'mo knock," for
example, decreases the cost of apprehending and convicting a given pro-
portion of criminals at a given level of offenses (which decreases the
probability of a guilty person going unpunished--a type I error) while at
the same time lowering the level of legal safeguards (which inéreases the
probability that an innocent person will be punished--a type II error).
And, taking out such provisions results in the opposite effects. In
general, as society, as a whole, perceives increasing losses from crime,
relaxed legal safeguards and increased levels of apprehension and con-
viction will be called for. To get these effects the legal framework
should be changed to decrease the cost of apprehension and conviction.
However, if society perceives greater losses from unjust punishment then
increased legal safeguards and lower levels of apﬁrehension and punish-
ment will be desired.

According to Harris, however, economic analysis is extremely
limited in deriving optimal levels of legal rights for individuals because
different groups in society place different weights on potential losses
from crime, and losses from unjust harassment and punishment. For example,
Harris points out that the property owning class is likely to put greater
weight on the potential loss from property crimes while correspondingly
putting less weight on the chances of loss through unjust harassment and
punishment, However, the opposite may be true of other groups in society.

Harris concludes that,
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Optimal levels of the policy variables depend on how
various losses are perceived. It is clear that these
losses will be perceived differently among social and
economic groups within any society. The political
process will determine how the interests of various
groups will be reconciled or which groups will be able
to impose their will on the rest of the society.
Unfortunately, the economic approach is rather power-
less to shed light on resolution of group conflict, 17



A REVIEW OF EMPIRICAL LITERATURE

Given the assumption of individual rationality a model can be
developed to predict individual behavior in the illegitimate sector, within
certain resource and social constraints. It is now necessary to check the
validity of this theory by reviewing the empirical literature. The
follo@ing studies include the major publications, primarily by economists,
that have been conducted regarding crime rates and the factors that
influence these rates. Although the data presently available are poor
and render efforts to determine optimal levels of determent variables of
dubious value, the major conclusions regarding the effect of these and
ofher variables are valid.l8

One of the most ambitious efforts toward the theoretical and
_empirical investigation of crime is by Issac Ehrlich.19 Ehrlich assumes
that whatever the personal characteristics of a criminal are, he or she
does respond to incentives just as anyone else. And, Ehrlich presents
the individual's decision problem as one that involves the ". . . optimal
allocation of resources under uncertainty to competing activities both
inside and outside the market sector, rather than as a choice between
mutually exclusive activities."20 Also, instead of just considering the
costs to the criminal of illegal activities, Ehrlich incorporates into
his analysis the elements of gain. Regarding this he says, "Specifically,
it predicts and verifies empirically a systematic association between the
rate of specific crimes on the one hand, and income inequality as well as

law enforcement activity on the other."21 Ehrlich uses a simultaneous-

12
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equation model in estimating supply-of-offenses functions and a production
function of law-enforcement activity and applies them in a cross-state
regressions analysis. The empirical investigation deals only with the
seven Index crimes and the data is from the Uniform Crime Reports of the
FBI. Data sample sizes range from 36 to 47 state observations for the
years 1940, 1950, and 1960. The results ", . . indicate the existence of
a deterrent effect of law enforcement activity [independent of punishment
effects] on all crimes and a strong positive correlation between income
inequality and crimes against prcperty."22 Tables 1, 2, and 3 show the
OLS regression coefficient estimates along with the variables used in the
supply-of-offenses function.

Regarding the supply-of-offenses function, equation (1.1),
Ehrlich's major consistent findings on the effects of the probability and
severity of punishment, Income and Income Inequality, and Racial compo-
sition were:

1. The rate of specific crime categories, with virtually no
exception, varies inversely with estimates of the probability
of apprehension and punishment by imprisonment, P = C/Q
[where P is an estimator of the probability of apprehension
and imprisonment: the number of offenders imprisoned per
offenses known], and with the average length of time served
in state prisons, T.

2, Crimes against property (robbery, burglary, larceny, and
auto theft) are also found to vary positively with the
percentage of families below one-half of the median income
(income inequality), X, and with the median income, W; in
contrast, these variables are found to have relatively
lower effects [this is shown in Ehrlich's 2SLS tables of
coefficients which are not presented here] on the incidence
of crimes against the person (particularly murder and rape).
Also, the regression coefficients associated with X and W
have relatively high standard errors in the case of crimes
against the person.

3. All specific crime rates appear to be positively related
to the percentage of nonwhites in the population, NW .
These findings hold consistently across samples from 1960,
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TABLE 1

List of Variables Used in Regression Analysis Including
the Mean (group) Supply-of-Offenses Function
(in natural logarithmic* transformation)

equation (1.1): In(D; = a + by;InPi + bpiInTi + CylnW

+ Cop;InX + e1j1nNW + Ai

where i = given crime category

current and l-year lagged crime rate: the number of offenses

®i, @
NMTNTEL own per capita

(%)i = Pi = estimator of probability.of ftpprehension and imprisonment:
the number of offenders imprisoned per offenses known

Ti = average time served by offenders in state prisons

W = median income of families

X = percentage of families below one-half of median income

NW = percentage of nonwhites in the population

Crime and Law Enforcement
Simultaneous equations model.

equation (1.2) P = B(E-)Bl (Q)PZ Z exp(E) Production function of
3 N direct law enforcement

activity.
equation (1.3) (5—) = prr (%)r (E—) 11::‘{ exp(E) public demand function.

where (%],(1%-) ¢.1 = peT capita expenditures on police in fiscal 1960, 1959,

Source: Issac Ehrlich, "Participation in Illegitimate Activities: A
Theoretical and Empirical Investigation," Journal of Political
Economy (May/June 1973).

*Note: log linear form means the estimated coefficients are elasticities.



TABLE 2

OLS (weighted) Regression Estimates of Coefficients Associated
with Selected Variables in 1960, 1950, and 1940: Crimes

Against the Person and All Offenses

(Dependent Variables are Specific Crime Rates)

Estimated Coefficients Associated

with Selected Variables

Offense a bj with bz with Cj with C2 with ej with Adj
and Year Intercept InPi InTi InW InX InNW  R?
Murder:

1960 -0.6644* -0,3407 -0.1396* 0.4165* 1.3637 0.5532 .8687

1950%* -0.7682* -0.5903 -0.2878 0.6095* 11,9386 0.4759 .8155
Rape:

1960** -7.3802* -0.5783 -0.1880* 1.2220 0.8942* 0.1544 .6858
Assault:

1960 -13.2994  -0.2750 -0.1797* 2,0940 1.4697 0.6711 .8282

1950 -0.7139* -0.4791 -0.3839 0.5641* 0.9136* 0.5526 .8566

1940 -0.2291 -0.4239 -0.6036 0.7274 0.5484* 0.7298 .8381
Murder and

Rape:

1960%* -1.8117 -0.5787 -0.2867 0.6773* 0.9456 0.3277 .65438
Murder and

Assault: :

1950%* 1,0951* -0.7614 -0.3856 0.3982* 1,1689* 0.4281 .8783
Crimes against

Persons:

1960** -4,1571* -0.5498 -0.3487 1.0458 0.9145 0.4897 .8758
All offenses:

1960 -7.1657 -0.5255 -0.5854 2.0651 1,8013 0.2071 .6950

1850 -1.5081* -0,5664 -0.4740 1.3456 1.9399 0.1051 .6592

1940 -5.2711  -0.6530 -0.2892 0.5986 2.2658 0.1386 .6650

Source: Ehrlich, p. 546.

Note: The absolute values of all regression coefficients in Tables 2 and 3,
except those with *, are at least twice those of their standard
errors; ** indicates regressions in which the absolute difference
(b1-bz) is at least twice the value of the relevant standard error

S(bi1-b2).



TABLE 3

OLS (weighted) Regression Estimates of Coefficients Associated

with Selected Variables in 1960, 1950, and 1940:
Crimes Against Property
(Dependent Variables are Specific Crime Rates)

le

Estimated Coefficients Associated
with Selected Variables

Offense a by with by with Cj with C2 with e) with Adj
and Year Intercept InPi 1nTi 1nW InX INW RZ
Robbery:

1960** -20.1910 -0.8534 -0.2233* 12,9086 1.8409 0.3764 .8014

1950** -10.2794 -0.9389 -0,5610 1.7278 0.4798 0.3282 .7839

1540 -10,2943 -0.9473 -0,1912* 1.6608 0.7222 0.3408 .8219
Burglary:

1960** -5.5700* -0.5339 -0.9001 1.7973 2.0452 0.2264 .6713

1950 -1.0519* -0.4102 -0.4689 1,1891 1.8697 0,1358 .4933

1940 -0.6531* -0.4607 -0.2698 0.8327* 1.6939 0.1147 .3963
Larceny:

1960 -14,9431 -0.1331 -0,.2630 2,6893 1.6207 0.1315 .5222

1950 -4,2857* -0,3477 -0.4301 1.9784 3.3134 -0.0342* .5819

1940 -10,6198 -0.4131 -0.1680* 0.6186 3.7371 0.0499* .6953
Auto Theft:

1960 -17.3057 -0.2474 -0.1743* 2.8931 1.8981 0.1152 ,6448
Burglary and

Robbery:

1960 -9.2683 -0.0243 -0,6883 2,1598 2.1186 0.2865 .7336

1950 -3,0355* -0,5993 -0.4879 1.3624 1.6066 0.1854 .55390
Larceny and

Auto Theft:

1960 -14,1593 -0.2572 -0.3339 2.6648 1.8263 0.1423 .6826

1950 -3,9481* -0.3134 -0.4509 1.9286 2.9961 -0.0290* .8894
Crimes against

Property:

1960 -10,1288 -0.5075 -0.6206 2.3345 2.0847 0.2118 .7487

1950 -2,8056 -0.5407 -0.4792 1.8836 2.2548 0.0755 .6253

Source: Ehrlich, p. 547.

Note: Same references as in Table 2.
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1950, and 1940, independently of the regression technique
employed or the specific set of (additional) variables
introduced in the regression analysis. We therefore
present them separately from other results.23
Ehrlich recognized the simultaneous nature of the level of measured
crime rates influencing the level of expenditures on police and courts and,
in turn, that the level of this service influences the level of measured
crime rates24 (his simultaneous equations model uses the production and
public demand functions, 1.2 and 1.3, given in Table 1). After running
the regressions'and substituting equation (1.2) in equation (1.1) Ehrlich
shows that "a 1 percent increase in expenditure on direct law-enforcement
would result in about a 3 percent decrease in all felony offenses [however,
the associated standard error of this estimate was quite high]."25
Another perspective regarding the simultaneous effects between
measured crime rates and expenditures on law-enforcement has been developed
by Greenwood and Wadycki.26 However, as they carefully pointed out, their
model does not consider the question of law-enforcement productivity (that
is, to what extent actual crime rates decline as more expenditures are
diverted to police and courts). Instead, they focus their attention on
the response of measured crime rates. The results of their empirical
investigation are presented in Tables 4, 5 and 6 which include the model,
a description of the variables used, the estimated coefficients, and the
economic rationale for each variable.
Specifically, Greenwood and Wadycki hypothesize that given a ratio
of reported to unreported crime and the relative efficiency of additional
police in detecting versus deterring crime, an increase in police personnel

will result in an increase in measured crime rates. And, this increase in

measured crime rates will, in turn, induce greater (public) demand for
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TABLE 4

Functions and Description of Variables Used

Output functions:

(1 ¢

(2) ¢

£, (POL, POV, DEN, BLK, D, VAL, e}) and

£, (POL, POV, DEN, BLK, D, e3),

Expenditure equation:

(3) EXp = f3 (Cj, Co, INC, TAX, e3),

Input equation:

(4) POL = f£4 (EXP, ey,

Endogenous variables

C3

C2

EXP
POL

= per capita crimes against property, 1960, where crimes against
property include burglary, larceny, and auto theft;

n

per capita crimes against persons, 1960, where crimes against
persons include murder or non-negligent manslaughter, forcible
rape, robbery, and aggravated assault;

= per capita local government expenditure for police protection, 1962;

= per capita full-time equivalent employment in police protection,
1962;

Exogenous variables

POV = percentage of families with 1959 family income below $3000, 1960;
DEN = population per square mile, 1960;
BLK = percentage of the population that is black, 1960;
VAL = median value of owner-occupied housing units, 1960;
TAX = per capita property taxes, 1962;
INC = median 1959 income of families residing in the SMSA in 1960;
D = South-North dummy variable, . . .;
e} = random errors, where i=1, . . ., 4.
Source: Michael J. Greenwood and Walter J. Wadycki, 'Crime Rates and Public
Expenditures for Police Protection: Their Interaction,'" Review of
Social Economy (October 1973).
Note: SMSA = Standard Metropolitan Statistical Area
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Simultaneous-Equations Model of Crime Rates and Public Expenditures
for Police Protection: Three Stage Least Squares Estimates (p)

and t-Ratios (t)

Equation for

Independent
Variables C1 C2 EXP POL
Cy - " 0.29 <
- S (2.23) &
Cz - - 0. 13 -
= - (2. 31] -
EXP - - - 0.68
- - ’ (19.74)
POL 1.30 1.68 - -
(5.04) (4.82) - -
POV 0.23 0.54 - -
(1'97) (31 06) - -
DEN -0.03 -0.02 = -
(-1.27) (-0.50) = -
BLK 0.001 0.29 - -
(0.04) (6.86) ” -
D 0.22 0.14 - -
(2.81) (1.10) . -
VAL 0.24 - - -
(1.61) s - -
INC a - 0.85 =
- - (5.49) -
TAX - s 0.18 -
- - (3.86) -
INTERCEPT 2.06 1.45 -10.65 -3.33
(0.92) (0.88) (-7.42) (-20.16)
OLS RZ 0.34 0.54 0. 49 0.83

Source: Greenwood and Wadycki, p. 146.



TABLE 6

Economic Rationale Behind Selected Variables

20

Variable

Nature of Effect on Crime Rates

Expected

sign of
est.
coeff.

Actual
sign of:
est.
coeff,

1)

2)

3)

4)

5)

6)

7)

8)

9)

POV

DEN

BLK

VAL

TAX

EXP

INC

POL

The lower an individual's level of income the
lower is his opportunity cost of committing
crimes

Densely populated areas increase the chance that
an offender's identity will remain unknown and
hence lowers the probability of apprehension or

cost of committing crimes. This variable may also

pick up effects associated with the benefits of
committing crimes against persons

The economic and social costs of committing crimes

may be lower among blacks because of higher

wnemployment rates and a greater feeling of alie-

nation from government (law) than the white
population

Captures affect of climate and other demographic
and social differences between South and North
regions. South = 1, North = 0

The benefits associated with committing property
crimes are expected to increase as the median
value of owner occupied housing increases

Per capita expenditures for police protection
could be increased the higher are per capita
property taxes '

Greater per capita expenditures for police would
likely reflect a community's desire to hire more
of them

The level of commmnity income is expected to

affect its demand for public goods such as police +

Depends on the ratio of reported to unreported
crimes and on the relative efficiency of police
in detecting and deterring crimes

Source: Greenwood and Wadycki.
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more police. The results of their empirical investigation [refer to
Table 4 for the lag structure] strongly support this hypothesis. Green-
wood and Wadycki found that "in both crime-rate equations the per capita
police variable is positive and highly significant,"27 and further, '"the
coefficients suggest that a one-percent increase in the number of police
per capita results iﬂ a 1.30 percent increase in per capita crimes against
property and a 1.68 percent increase in per capita crimes against
persons."28

This ostensibly paradoxical result must be accepted with caution,
however. Greenwood and Wadycki point out that crime prevention and
crime detection are not independent events. "An increase during the
current time period in detection coupled with apprehension and conviction

29 Also worth

may result in crime prevention in future periods."
considering (a point alluded to above) is that even though additional
police may cause measured crime to increase, their effect on actual crime
rates is uncertain. Greenwood and Wadycki indicate that as measured crime .
rates increase actual crime rates could be trending down.30

In concluding, Greenwood and Wadycki suggest that it is likely
that the ratio of reported to unreported crimes is fairly low and that
additional police are relatively more efficient at crime detection rather
than crime prevention.31

Certainly the social returns from expenditures allocated to
finance the growth of police departments is dependent on the effectiveness
of police in preventing or deterring potential crime (or, in other words,

their effectiveness in minimizing the social loss from potential criminal

actions). Therefore, the opportunity cost of sacrificed public programs



