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                      Economics 160


                           Winter 2007
Dr. Votey                                         MIDTERM EXAMINATION

                                                                (possible points 150)

Part I  (20 minutes)  Answer all 20 questions.  Choose the BEST answer and mark your Scantron 

40 Points                     Sheet accordingly.

1.
The economic paradigm

     a
is achieved through the application of four steps:  profit maximization, cost minimization,
 

careful selection of corporate directors, and effective product promotion when markets 


are weak.

b.
describes the enigma that achieving economic efficiency  in both rich and poor     

            communities serves the objectives of the rich to a greater degree than of the poor.
c.         has four steps: Specialization, which lowers costs, Validation, checking that only the best   
            solutions are considered, Cost minimization, to assure that profits are the highest possible  

and Maturation to assure that no half baked solutions get funded.
d.
only applies to outcomes of management decision making when markets are perfect.


e.
none of the above.
2.
Crime Generation

a.
is a functional relationship that describes the factors and processes, such as lack of economic opportunities and the deterrent effects of law enforcement that influence individuals to commit crimes against other individuals or society.

b.
is the title of a treatise by Adam Smith depicting the revolt of the masses in Edwardian England, in the early 1820’s, who opposed the rules restraining political freedoms.

c.
describes a neo-Darwinian process whereby criminal tendencies are inherited and passed from generation to generation.


d. 
describes the fraction of the population who are most involved in committing crimes. 
e.
is a functional relationship that describes the process whereby society encourages young people to revolt against society by imposing unfair constraints on youthful freedoms

3.
The rise in crime participation by women 

e. 
was most notable in the two decades following World War II when women first became aware of their new freedom and were determined to demonstrate their ability to keep up with men.

b.  
took place in the late 40’s through the 60’s, when women were entering the labor force in large numbers and competing with adult males, despite a rising prosperity.
c. 
could be attributed, in large part, to similar high unemployment rates to those faced by adult males despite it being a time when women’s labor force participation rates were falling, thus putting little strain on the capacity of our economy to employ all those persons seeking work.

d.
was likely affected by the extent to which the number of single parent households headed by women was increasing.

e.         None of the above.


4.
In an analysis of the seeming trade-off between equity and efficiency in the determination of the level of crime that will result in a society, 


a.         Lester Thurow states that, if we act to spread existing resources so that crime rates are


equalized across all communities,  the average level of crime will rise.
b..
if two communities, one rich and one poor, have the same preferences regarding crime 

control and spending on other goods and services and identical crime control 

technologies, the poor community will have lower average levels of crime.

c.
if the rich and poor communities have the same crime control technologies and preferences, the poor will tend to spend a smaller share of income on crime control.

d.
if both the rich and poor communities have identical crime control technologies and preferences, the lower crime rates for the poor community will be consequence of having fewer resources to steal.
e.
None of the above.

5.
Jeremy Bentham

a.
was the legendary lawyer in a book by John Grisham about a law firm that was notorious 
for its devious legal strategies.
b.
described the logic that criminals used to decide whether or not to commit a crime, and 
that formed the basis for Bentham’s prescriptions for society to control crime, expressed n terms of pain and pleasure.

c.
has been called the father of modern economic decision theory.

d.
in the late 18th and early 19th centuries, was among the first to describe the analysis that 
            society should use to work out strategies for the rehabilitation of criminals..

e.         both b and c. are true.
6.  
The Economic Paradigm

     
a.   
describes the logical process of making decisions that will lead to optimal outcomes 
b.
describes the enigma that if we act to minimize the costs of crime in poor communities,   
we will be spending a greater proportion of resources on crime than in rich communities.

c.
describes the shift in thinking that has led to greater proportions of our population in prisons than is the case for most advanced nations.

d.
is opposed by a number of religious groups because it calls for the separation of church and state.


e.
argues that appropriate investment in crime control will drive the costs to victims of 


crime to zero..

.

7.
The economist's term Consumers' Surplus

a. 
refers to the money remaining from a household budget when falling prices lower the cost of planned purchases.


            b.
is the sum of all rebates given by sellers as an incentive to purchasers to clear the
                        commodities from the sellers inventories.

c.         is the difference between what the aggregate of all consumers would have been willing to pay for a given commodity and what they ended up paying at the price established in the market.

d.         is the portion of consumers resources included in $M that remain after decisions to spend resources on crime control   .

e.
none of the above.


8.        Setting the blood alcohol level (BAC) established for many states of .08 percent and enforcing it 
           using jail sentences

a.
had much to do with the 30% decline in highway accident deaths in the U.S., attributed to alcohol in the 80’s and 90’s.

b.
has been ruled unconstitutional because it effectively requires a person to testify against himself.

c.
has had almost no influence on the control of drunken driving since its establishment in 
the mid 1980’s, as evidenced by the observation that alcohol related accidents have been steadily upward trended since the 1970’s.

d.
is of little value as a guideline for safe driving because the notion of blood alcohol levels above .10 being high risk for fatal accidents is unsupported in statistical studies as a cause of accidents.


e.
none of the above.
     


9.
In analyzing police productivity, Phillips and Votey

a. 
show that one important factor in the rise in crime rates from 1952 to 1967 was the slower increase in the trend of expenditures for law enforcement after the mid 1950's.

b.
found an inverse relationship between the level of police effectiveness and crime rates per capita for the period studied.

c.
found that, at the initial trend for law enforcement expenditures in the early '50's, crime rates were relatively low and police effectiveness was holding steady.

d.
found property crime rates much higher and police effectiveness much lower in the late '60's than in the early '50's.

e.
all of the above.

10.
In preliminary analysis on the participation of youth in crime, Phillips and Votey found


a.
males were more likely to be involved in crime than females.


b.
crime rates tended to be lower in cities than in suburban or rural areas because law 
                        enforcements are spread more thinly in the cities.


c.
whites were more involved in crime than non-whites.


d.
crime rates for youth were invariably lower than those of older persons.
            e.         both a. and b. are true.
11.       The impact of crime on society is
a.
negligible in terms of dollar cost.

.

b
solely a judgment call based on how you value the redistribution of income 
c. 
hundreds of billions of dollars when you add victim costs and control costs
d.
substantial when you consider the reallocation of time and money for defense of life and property
e. 
both c and d are true are true. 

12. 
 Looking at the results from seriosness of behaviors, like the one conducted in class.
a. 
there tends to be a wider range of opinion about seriousness for behaviors that are less serious
b. 
there tends to be a wider range of opinion about seriousness for behaviors that are most serious

c. 
some behaviors are a crime in one county or state, but not in another, making the social definition of some behaviors as crimes appear capricious and arbitrary
d.
a and c are true.
e. 
b and c are true.
13. 
Phillips and Votey argue that  
a. 
the economy plays no role in causing crime
b. 
the key to understanding economic factors that influence crime causality is the process of an individual accumulating human capital over the life cycle
c. 
the key to understanding why individuals get involved in crime in the first place is illuminated by the reasons it is so difficult to rehabilitate felons after release from prison
d. 
a and c are true
e. 
b and c are true
14. 
Phillips and Votey argue that  
a. 
it is difficult to understand what factors cause a particular individual to engage in violence
b.
one cause of violence is understandable, namely that gangmembership is influenced in part by failing to accumulate human capital at a normal rat 

c. 
homicide rates are subject to long swings or cycles of about 50 years in length

d. 
all of the above are true

e. 
only b and c are true
15. 
Thinking about the death penalty in the United States

a. 
only a minority of people favor the death penalty.
b. 
the death penalty is an effective deterrent because of what Jeremy Bentham called the “celerity” of punishment, i.e. its rapid application after the crime.
c. 
there have been more executions in this decade than there were during the great depression
d.
all of the above are true
e.
none of the above are true are true.
16. 
In the debate about the death penalty
a. 
some opponents of the death penalty argue that it is not s deterrent and hence even lesser punishments must not deter 
b.
some proponents of the death penalty argue that even if it is not a deterrent, it is needed for justice to be served in the cases of mass murderers and other heinous crimes 

c. 
some opponents of the death penalty argue that its application, i.e. who is sentenced to death and who is not, and who is executed and who is not, is apparently random in many cases 
d. 
in California, more people on death row now die from suicide and natural causes than from execution
e. 
all of the above are true
17.
The ideas behind the experimental method are
a. 
to reveal the effect of a treatment, such as aspirin (or a punishment) by comparison to a non-treatment or control group
b. 
to isolate the influence of the treatment on the outcome by neutralizing the effect of other causal factors by randomly deciding whether a subject goes in the control group or the treatment group
c. 
to regress the offense rate against crime control variables such as the probability of arrest and proxy variables, such as a time trend,  for factors that may cause crime
d. 
a and b are true
e. 
none of the above are true
18. 
Evidence for deterrence includes  
a. 
studies of family violence and its control through police intervention using the experimental method 
b. 
traffic “black spot” studies to control accidents through increased enforcement for a period of time 
c. 
the control of shipping accidents in dangerous “white spot” areas based on Coast guard enforcement of maritime law 
d.
all of the above are true  . 

e. 
a and b are true .
19. 
Phillips and Votey argue  
a. 
that it would be possible to control the abuse of less harmful substances such as marijuana by legalizing them and using an excise tax to control consumption
b. 
this excise tsx policy is used to control alcohol consumption
c.
this excise tax policy is used to control tobacco consumption

d. 
all of the above are true 
e.
b and c are true.  
20. 
The United States is unique in the Western developed world  
a. 
in having experienced only an epidemic of heroin abuse 
b. 
in having experienced two epidemics, both heroin and cocaine abuse .
c. 
in having experienced three epidemics, heroin, cocaine and methamphetamine abuse
d. 
in having experienced no epidemics of drug abuse, like its neighbor Canada 
e. 
in having an enlightened  and humanistic approach to the control of substance abuse
Part II (10 minutes) Answer both questions.  Fill in the blanks.

20 points

1.
When we discuss the circular flow model of crime generation and control, we are thinking, generally, of two interacting relationships designated OF and CR that we represent symbolically, but that express the full detail of the relationships, i.e., OF=f(CR,__,__,__) and CR=g(__,L).  List below the elements that should be filled in for the blanks of each relationship in the left column (below) and the definitions of each term to the right.

a.  
___OF____    ___________________________________________________________


___CR_____   ___________________________________________________________



__________   ___________________________________________________________



__________   ___________________________________________________________

                        __________   ___________________________________________________________


b.        ___CR_____   _(if any element is already defined, you needn’t define it again)________ 
                       ___________   ___________________________________________________________
                       ___L_______   ___________________________________________________________

c.  
Pick two of the elements you filled for OF= f(CR,.....) and/or CR=g(….,L), [except  SE in
            part a. (above)], and tell their effects on (raising or lowering) the level of crime:  





Element changed (List, check whether increase or decrease, and tell what happens):                                           
                              Increase?    Decrease?          What happens to crime levels? ____________        _____         _____          _______________________________       
____________        _____         _____          _______________________________                            

2.         In this schematic diagram of the accumulation of one component of human capital, fill in the two blanks from the vocabulary below 
[image: image1]

Vocabulary: 







Investment                 income






Saving


reservation wage






Learning

forgetting






Wealth

utility






Demand

supply






Price


marginal cost

Part III (20 minutes)
  Answer both questions.

40 points

  1.
 The diagram below is intended to depict the analysis of determining the optimum speed for a

             typical driver, based on the benefits and costs of speed for that driver..             
             a. Label the axes with an appropriate names and/or numbers that would be appropriate to 
                 illustrate the problem and its solution.
             b. Label the curve that represents the private benefits of speed.

 c. Label the curve that represents the private costs of speed.


d. Draw in a third curve that allows you to distinguish between the private and social costs of 

                 speed and add labeling makes clear the difference between the two.
e.  Draw and label lines that show the private and social optimum speeds  
[image: image2]                                            

f.  Why do private and social optimum speeds differ?

___________________________________________________________________________

___________________________________________________________________________

2. The crime control curve and the total social cost curve are illustrated for North Dakota in the drawing, as illustrated in class and taken from the Report to the Nation on Crime and Justice. Assume North Dakota is at an optimal  point, A, and operating efficiently. What is the loss rate r, in  dollars per offense, for the typical offense in North Dakota? __________________________ 
        

[image: image3]
Part IV (25 minutes)  Answer both questions.  Use the backs of the examination sheets for your answers to the essay questions. To help the reader (and to assure that your main points are recognized) clearly label your response to the sub-questions to each of the essay questions.
50 points

1. Much of the analysis in the course uses economic theory, sometimes referred to as the “rational man approach,” to describe criminal behavior and to formulate policy as to how crime might best be controlled.  Within the theory, it is quite clear how society should respond to crime regarding the choice of remedies to reduce its costs to society.
a. Who first articulated this theory and how was it stated?
b. How do we express these ideas within a framework of economic decision theory.
c. What options are indicated to control crime?

d. Indicate the factors that have to do with control of crime and explain how they might be manipulated to improve (reduce) crime levels.
e. Are there factors aside from those applied through law enforcement that may help to reduce crime?  Explain.  How might they be applied?
f. What evidence is there that such theory works

You may wish to make use of diagrams from the notes or the class to illustrate how your 

conclusions are reached.

2. Explain how the passionate debate over the decades about the use of the death penalty has affected the operation of the criminal justice system (CJS) in the United States, especially since 1980. 

a. Which of the four objectives of the criminal justice system has become dominant in the US?
b. How does this distinguish us among countries in the world?

c. What is meant in the social sciences by the principle of “unintended consequences”?

d. Do you think the opponents of the death penalty in the 1970’s foresaw the massive prison building program of the 1980’s that continues to this day?



Total social cost of crime





$ 100








0.025





Expenditure on criminal justice per capita





A








Offenses per capita





0.05





$ 200




















Outflow: 





Inflow: 





Stock of human capital





Net inflow





______





 ______
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