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Economics 160


                           Spring 2002

Dr. Votey                                        

      FINAL EXAMINATION

                                                                
         (possible points 300)

Part I  (40 minutes)     Answer all 40 questions.  Choose the BEST answer and mark your Scantron Sheet accordingly.

 80 Points                    .

1.  
The Economic Paradigm

a.
is an explanation of the dilemma that when, as a society,  we act to maximize economic growth or income,


we often fail to improve equity.

b.  
provides an approach to achieve "best" economic outcomes, but it only works when there are effective markets.

c.
spells out the approach that any rational and thinking person applies to the solution of personal problems and it applies equally well to resolving the problems of nations and communities.

d.
explains the growing lack of accountability among the managers of major corporations that recently has come into the public eye.

e.
none of the above.

2.
The Economic Paradigm

a.
has five steps: 1. Enunciation of the ethical rules that must apply, 2. Enumeration of the entities involved, 3. A clear statement of objectives, 4. Analysis of the tax rules, and 5. Alternative estimates of the gains to be achieved.

b.
has three steps:  1. Specification - of the possible outcomes, 2. Valuation of each of the outcomes, and  3. 

               Optimization, i.e., selecting the "best" among the alternatives.

c.
is a functional relationship specifying the processes and factors, such as lack of economic opportunities and the deterrent effects of law enforcement that influence individuals to commit or not commit crimes against other individuals and society.

d.
none of the above.

e.
b. and c.

3.
The concept of moral compliance with the law

a. 
makes no sense in economic theorizing since useful theory cannot incorporate elements that are essentially immeasurable.

b.
helps to explain why logic based on measurable costs and benefits of committing a crime are often inadequate to explain individual behavior in regard to crime participation.

c.
has no place in discussions of public policy since moral choices are made for personal reasons..

d.
has been shown to have no bearing on crime participations by individuals in a modern society.

e.
none of the above.

4.
Participation in crime by women 

a
is primarily limited to crimes of passion. 

b.
has not grown as rapidly over recent years as crimes by men as women have been gaining more control over their own lives.

c.
appears to be unrelated to marital status or employment opportunities.

d.
has grown over the '70's and '80's as marriage rates have declined, and divorce rates and unemployment rates for women have risen. 

e.
none of the above.

5.
Rehabilitation of imprisoned felons

a.
once thought of as a primary objective of imprisonment, has become regarded as generally a failure.

b.
seems an unlikely outcome when we realize that close to 70% of released felons in California will recidivate in three years.

c.
need not be regarded as a wasted effort if one considers the evidence of failure-time analysis that shows that some rehabilitation efforts that are intended to train felons and help them keep jobs lead to longer times between incarcerations even for those ex-felons who eventually recidivate.

d.
was found to work for San Francisco ex-prisoners who participated in a rehabilitation program for parolees that trained them for jobs before releasing them from parole.

e.
all of the above.

6.
The crime control technology of a community 

a.
is the interaction of the crime generation relationship and the effectiveness of law enforcement productivity.

b.
varies little across communities and has little to do with the amount spent for crime control

c.
is totally  independent of causal factors for crime and depends only on the level of spending for police resources.

d.
depends primarily on the computer literacy of the police force.

e.
none of the above.

7.
About the "War on Drugs,"

a. 
the historical record has shown that, for the presidential administrations that professed a determination to reduce the dependence on drugs in this country, we have made severe inroads on the amounts of drugs sold and have driven prices higher to put drugs out of reach to most of the public.


b.
the record shows that, over the last decade drug prices on the illicit market have fallen while drug quality has generally improved, convincing evidence that federal and state policies have failed in their intent.

c.
the most effective policies to control illicit drug supplies have been to pay peasants in countries producing opium poppies or harvesting cocoa leaves to destroy their crops.

d.
our successes in the U.S. prove the superiority of drug controls here over those less stringent in European countries.

e.
none of the above.

8.
Highway deaths in the U.S. due to speeding and drunken driving

a. 
have rivaled those for homicide in the most recent decade.

b.
have responded to increased efforts by law enforcement and the courts to penalize drunken and speeding drivers over the most recent two decades.

c.
have been rising in recent years in spite of serious efforts to limit drinking and driving.

d.
have never been of a level sufficiently high to justify spending public resources to control them.

e.
a. and b. are true.


9.
Youth involvement in property crimes 

a.
has been found unrelated to job availability, particularly for youth 18 and younger. 


b.
has been found to rise along with overall levels of economic activity as youths attempt to maintain higher levels of  spending as incomes and commodity prices rise.

c.
has been found unrelated to family structure.

d.
can only be explained by changes in the population age distribution as it has fluctuated over the past three decades.

e.
none of the above.

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


a.
females were less likely to be involved than males.


b.
crime rates tended to be lower in cities, where policing tended to be more effective than in suburban or 

rural areas.


c.
non-whites were no more involved in crime than whites.


d.
crime rates for youth were not different from those of older persons.


e.
b. and c. are true, a and d. are false.

11.
The Age/Crime Profile

a. 
is a document generally attached to a criminal's rap sheet to illuminate how his/her criminality has varied as he/she has matured.

b.
is the sequence of pictures included, starting when the criminal was a juvenile, that reflect how the individual's appearance has changed with the person's age.

c.
reflects the proportion of the population participating in crime by age, showing that participation rates are higher at ages of 16-20 and tend to be lower earlier and at later ages.

d.
is used by profilers at the FBI to provide police an idea of what an unknown criminal will look like.

e. 
b. and d. are true.

12.
Studies of homicide discussed in class

a. 
typically find a positive relationship between offense rates and clearance ratios, showing that police effort has little impact on the control of homicide.


b.
typically find little relationship between gun availability and homicide levels.


c.
have never found evidence that maintaining police effectiveness will deter homicide.

d.
have invariably found that maintaining a high clearance ratio is positively related to holding down homicide rates.

e.
all of the above.

13.
In reviewing factors affecting the control of homicide,

a.
the most recent figures shown in class indicate that guns are used in fewer than 50% of homicides in the U.S.

b.
gun control has been shown as the only proven way to eliminate homicides.

c.
in cases of family violence, it has been shown that police intervention is ineffective in preventing deaths or injury.

d.
not having access to guns has been shown to have no effect on homicide rates.

e.
none of the above.

14.
The problem with dangerous driving by some individuals is that they create a risk to others by their behavior,


a.
however, moral hazard associated with carrying liability insurance will tend to cause those drivers to drive 

more safely.


b.
but Adam Smith's "invisible hand" will lead most drivers to drive at safe speeds so that those accidents that 

occur will be the consequence of chance.

c.
The threat of civil suit will be superior to speed laws because the injured driver will invariably end up with a judgment to pay damages.

d.
Insurance will always be superior to speeding laws in controlling reckless driving because all drivers wish to avoid accidents that will cause their insurance rates to rise.

e.
Neither individually, or in combination, are insurance and civil suit likely to lead to socially optimal driving behavior.


15.
Mainstays of long term policy to control the inflow of illegal drugs into the U. S. have been law enforcement and the use of diplomacy to obtain the cooperation of  the authorities in countries that are primary producers of illegal substances.  The real problem with these approaches has been


a.
our unwillingness to adequately fund law enforcement efforts against drug users.


b.
lack of public support for strong measures against drug suppliers.


c.
the unwillingness of judges to levy serious sentences against drug suppliers.


d.
the inability to control demand on the part of drug users.


e.
the failure of courts and juries to convict obviously guilty drug sellers.

16.
The purpose of the jury system is


a.
minimizing the likelihood that a guilty felon will be found innocent.


b.
minimizing the likelihood that an innocent individual will be found guilty.

c. 
the guarantee that every defendant will have a trial by one's peers in such a way that charges against any defendant are fairly evaluated

d.
the conviction of all guilty felons so that criminals will surely pay for their crimes, at whatever the cost.

e.
none of the above.

17.
Arthur Okun, a distinguished economist of the 1960s defined Potential GNP (we would now talk about GDP) as


a. 
what the country could produce if the country were growing at a positive rate.


b.
what the country could produce if ALL resources, capital and labor, were fully employed.


c.
what the country could produce if all persons over 18 who wanted work were employed.


d.
an approachable objective for the nation that would yield higher aggregate and individual levels of living, a 

wider tax base and more broadly based economic growth.


e.
both b and d.

18.
The Age/Crime Profile


a.
can be explained in part by a decline in crime participation due to treatment of offenders being 

more severe as age advances from juvenile status to that of adult.

b.
is thought by some criminologists to exist simply because there is a relationship between age and crime that 

cannot be explained by any other variables.

c.
can be explained, in part, by the fact that of 16-17 year olds who seek work, as many as 55% will be unemployed or not in the labor force, whereas for 18-19 year olds that percentage will typically be closer to 18% in an average year, i.e., simply by a greater lack of economic opportunities which dissipates at older ages.

d.
is affected by changes in family relationships, as teens become less responsive to family influences, then, as young adults become more responsible with commitments , thus having more to lose if arrested and incarcerated.

e.
all of the above.

19.
It has been asserted that changes in aggregate crime rates over recent decades can be explained by changes in the population age distribution and the population proportions of "high risk" individuals that cycle in response to variations in birth rates.


a.
This has been verified by studies that analyze crime rates by age and race over time.


b.
In fact, the change in the age distribution can explain roughly 66% of the rise in the aggregate crime rate 

and changes in the racial composition of the youth population explains the remaining 34%.


c.
In fact, for the period 1964-87, a change in the age distribution alone, with crime rates by age constant, 

                             explains a -9.7% of the rise in the aggregate rate.


d.
Evidence shows that a change in the racial composition of the youth population can explain 10.8% of the 

rise in the aggregate crime rate.


e.
Both c and d are true.

20.
Arguments by the instructors that the country should reconsider the way it approaches the problem of drug abuse and its attendant costs

a.
can be based on the arguments by Milton Friedman, one of the more conservative winners of the Nobel Prize in Economics that the law violates fundamental civil rights of citizens.

b.
can be based on practical arguments of costs and benefits, since it can be shown that, while the country spends many billions of dollars to control drug use, the government's own publications show dramatically that the controls are ineffective.

c.
can be based on theoretical analysis that demonstrates that policies are based on approaches with the lowest expectations of success.

d.
can be based on the experience of European countries that alternative approaches have lower rates of drug abuse and lower social costs.

e.
all of the above.

21. Crime causes

a. a redistribution of income

b. the reallocation of resources to finance defense against crime

c. car chases for coverage by the local evening news

d. all of the above

e. none of the above

22. In class, we argue that the most serious economic cause of crime is

a. the effect of the business cycle on auto theft

b. an under-investment in human capital by and for the less fortunate in society

c. questionable monetary policy by the Federal Reserve

d. all of the above

e. none of the above

23. In class, we argue that one of the serious policy consequences for criminal justice arising from the social debate about the 
     death penalty is

a. the dominance of detention or warehousing prisoners as an objective

b. the resurgence of interest in rehabilitation as the primary objective

c. the unquestioning social acceptance of retribution as the number one objective

d. the loss of deterrence as an objective equal to detention in importance

e. a and d are true

24. In studies of police intervention in situations of family violence located in a city or community, the deterrent effect of jail 
      time is widely accepted because unknown causal factors of violent behavior are controlled for by 

a. random assignment of offenders for punishment

b. using demographic variables to control for causal factors

c. using geographic variables to control for causal variation by locale

d. all of the above

e. none of the above

25. The argument for using an excise tax to control marijuana use 

a. is that the quantity consumed can be reduced

b. is that the price can be raised

c. is parallel to the public policy uses of excise taxes to control the consumption of alcohol and tobacco

d. is the realization that consumption can not be driven to zero by either law enforcement or an excise tax

e. all of the above

26. Prisoners per capita in California remained roughly constant, varying between 1 per thousand and 2 per thousand

a. in the decades of the fifties, sixties, and seventies

b. in the decade of the eighties

c. in the decade of the nineties

d. all of the above

e. none of the above

27. When prisoners per capita was approximately constant, the California Crime Index per capita was rising. When prisoners 
     per capita started to grow, the California Crime Index per capita

a. continued to grow

b. grew even faster

c. leveled off

d. leveled off and then fell

e. none of the above

28. The observed pattern over time of two outputs characterizing the California criminal justice system, namely new 
      admissions to prison per capita and median years served in prison

a. were positively correlated

b. were negatively correlated

c. were not correlated

d. were determined by the prison capacity constraint

e. b and d are true

29. The serious offender/career criminal model claims 

a. that a few cops commit most of the crime

b. a small fraction of offenders, characterized by a high offense rate per year, commit most of the offenses

c. if we could catch and imprison the serious offenders we could decrease crime

d. all of the above are true

e. b and c are true

30. In the serious offender model, the probability of release from prison per year is the reciprocal of

a. offenses committed per year: lambda()

b. the probability of arrest, conviction and imprisonment: qJ

c. qJ

d. the average time served in prison: S

e. none of the above

31. The bottom line of the serious offender model is that the number of crimes committed will decrease only if 

a. the serious offender population in prison grows faster then the serious offender population

b. the serious offender population grows faster than the total population

c. the serious offender population grows at the same rate as the total population

d. all of the above

e. none of the above

32. In our examination in class of whether the criminal justice system was just, 

a. victimization rates from robbery and burglary did not vary by income class

b. victimization rates from robbery and burglary were higher for the highest income classes because that is where the money is

c. victimization rates from robbery were highest for the highest income classes while victimization rates from burglary were highest for the lowest income classes

d. victimization rates from robbery and burglary were higher for the lower income classes than they were for the higher income classes

e. victimization rates from robbery and burglary were highest for the middle income classes 

33. A public good, in the economic sense

a. can be provided either publicly or privately

b. can be provided both publicly and privately

c. a and b are true

d. can only be provided publicly

e. can only be provided privately

34. One explanation for the observation that victimization from robbery is more unequal than victimization from burglary is that

a. safety from robbery is more of a public good than safety from burglary

b. the country produces too few private goods relative to public goods

c. the country produces too few public goods relative to private goods

d. a and b are true

e. a and c are true

35. In the narrative and analysis accompanying the rotten kid theorem

a. the rotten kid always wins because greed always triumphs over good

b. the rotten kid never wins because greed never triumphs over good

c. the rotten kid may win if the parent is not sufficiently caring(altruistic)

d. whether the rotten kid wins or loses depends only on the behavior of the rotten kid, not on the behavior of the parent

e. none of the above are true

36. The number of kids in the United States affected by divorce

a. shows a pattern of growth over time similar to the offense rate

b. rises in the 50’s. 60’s, and 70’s, then levels off in the 80’s and 90’s

c. shows a pattern of growth unrelated to that for the offense rate

d. a and b are true

e. b and c are true

37. In Shakespeare’s tragedy

a. King Lear’s heart was in the right place

b. King Lear’s mind was in the right place

c. Both a and b are true

d. King Lear failed to maintain control of his fortune, his power, and his kingdom while he still needed them

e. a and d are true

38. Skyjacking in the US before September 11 was, for almost all incidents, motivated by

a. political terrorism

b. self-interest or greed

c. altruism

d. all of the above

e. a mix of a, b, and c

39. Skyjacking events abroad, especially in the Middle East and Southern Europe were often motivated by

a. political terrorism

b. self-interest or greed

c. altruism

d. b and c are true

e. none of the above

40. In the Borch Model of Embezzlement, with a randomized selection of strategies by both players, i.e. for the employee embezzling or not with some probability, and for the firm, auditing or not with some probability

a. the expected net gain to the employee is zero, i.e. break even

b. the expected net for the firm is the cost of an audit

c. the expected net gain to the employee is positive, otherwise he wouldn’t engage in this game

d. a and b are true

e. b and c are true

Part II (20 minutes) Answer 3 out of 4 questions.  Fill in the blanks.

40 points

1. The analysis of the problem of controlling crime first enunciated by 18th century philosopher Jeremy Bentham led to a 
    formal statement of the mental calculation that can be expected to guide the rational potential criminal and, in countering 
    that analysis, the analysis of policymakers intent on controlling crime.  What relationship is the potential criminal expected 
    to calculate and on what conditions is he expected to act?

a. Fill out the blanks to indicate the elements of the relationship, spelled out in terms of expectations.

                                                                    X                                                    X

__________________  =  _____________/ ____________ + -- _____________/ _____________ .

Circle the correct operator in each case ( + --  /  X )

b. Define each of the terms below:

  
   Term:



Definition:

   
____________________    _______________________________________________________________________

____________________     _______________________________________________________________________

____________________     _______________________________________________________________________

____________________     _______________________________________________________________________

____________________     _______________________________________________________________________

c. In a sentence detail the rule that forms the basis for the criminal to act or not to act.

_____________________________________________________________________________________________.

2.  How do we define the objective for society in controlling the effects of crime?

a.  Simply state the objective in a sentence:

_____________________________________________________________________________________________

b. Indicate the essential elements that enter into the argument that describes the social objective:

_______  _________________________ = _______  _______________   -- +  _______  __________________


c. Circle the correct operator ( +  -- ).

3. In this schematic of the criminal justice system fill in the eleven blanks for eleven words from the vocabulary below.
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Vocabulary:


altruism


equilibrium

rehabilitation






causal factors

expenditures

retribution


crime generation

losses


social


crime control

maximum

supply


damages


minimum

value


demand


optimal


victims


detention

perpetrators

virtual


deterrence

price


widgets


4. In the Borch model of embezzlement, each adversary, namely the employee and the employer, has two choices for action, 
    so there are four outcomes. Each adversary has their own set of payoffs for each outcome. In the diagram below, in each 
    box, fill in the payoffs appropriate for each adversary from this list: zero (0), punishment (- gain (G), loss (-L), cost of 
   audit (-C).




Employee’s Payoffs:







Firm’s payoffs:




Part III (40 minutes)
  Answer 3 out of 4 questions.

80 points

1. 
The following diagram is intended to depict an individual's calculation of private optimum speed.






2. The following diagram is inended to illustrate the decision made by a jury as to the standard that will determine that a   

    defendant is guilty beyond a reasonable doubt or not.












 
a. Label the points and lines indicated by the (4) arrows (i., ii.,  iii., iv.),  and the horizontal axis (v.)

 
b. Draw a line for the demarcation of the standard set by the jury for the quality of evidence to determine the 

    dividing line between guilt and innocence for a case like the one described in the lecture.

 
c. Indicate the two possible errors that can take place due to misinterpretations of evidence or errors of judgement.

 
d. What change might you make in drawing the line responding to part b. if the case had been a murder trial for an 

    
    incredibly brutal crime with the possibility of a death penalty.

3. The diagram below shows real expenditures per capita in 1992 prices on the California Criminal Justice System, versus 
    California Index Offenses per capita for some key fiscal years: 1967-68, 1980-81, 1990-91, and 1999-2000, and an 
    idealized time path between them (dotted line)














a. Draw in the crime control tecnology curve for 1967-68 and also for 1990-1991

In  b., c., and d., Circle the correct answer WORSE or BETTER:

b. Between 1967-68 and 1980-81 do you think conditions causing crime got WORSE or BETTER in California?

c.    Between 1980-81 and 1990-91 do you think conditions causing crime got WORSE or BETTER in California?

d. Between 1990-91 and 1999-2000   do you think conditions causing crime got WORSE or BETTER in California?

4. The figure below depicts the production possibility curve for the U S economy for the current level of GDP. The point 
    illustrates the current mix of private and public goods.

a. Suppose that safe streets are largely a public good and that citizens do not want to pay more taxes to make public streets safer since these citizens provide much of their own safety privately by choosing where to live, such as in gated communities. Illustrate the point on the frontier where the mix would provide more public goods and safer streets.

b. What is the opportunity cost of moving to this point?









Part IV (50 minutes)  Write concise answers to 3 of the 4 questions.  Be sure to respond to all parts of  the questions.

100 points                    

1.Most citizens of the United States, when polled, indicate that they would like to see greater control  

   over the use of addictive drugs, yet even police chiefs have serious doubts that present policies are 

   effective.  Take the case of heroin use and possible addiction. 

    
a.  What is our national policy with regard to heroin use in the United States?  

    
b. What is likely to be the outcome for a user apprehended with drug paraphernalia and some of 

                the drug in possession?

    
c. How does treatment of heroin abusers in the U.S. compare to that in England or the

    Netherlands?

   
d. What evidence is there of success or failure of policy to control heroin abuse in this country?  

    
e. What would you recommend to improve on the situation with respect to heroin abuse? 

    Explain.

2,  Data from the mid-nineties indicates that deaths due to speeding, drunken driving and the  

    combination of the two exceeded deaths for the same year due to homicides, yet we tend to regard 

    drunken driving as far less serious than homicide even when the outcome is death.

     
a.  What are three options that have been suggested to reduce deaths due to drunken driving?

     
b.  Have deaths due to drunken driving been brought under better control or is the situation 

          
     worsening?

    
c.  What option is the one we rely on mostly to control the costs in terms of injuries and death.

d. Take any one of the three options and explain why it would be the best social choice.

3. Explain the relevance of Shakespeare’s tragedy, King Lear, and the accompanying economic analysis in the rotten kid theorem, to maintaining harmony and welfare in a family.

a. What is a necessary condition about the preferences of parents towards their children for there to be a happy ending to the family story?

b. Is this sufficient to insure a happy ending? What is sufficient to induce a self-interested child to act in the interest of the family as a whole?

c. King Lear was trying to prevent future strife in the family. Where did he go wrong?

4. Explain in words the relevance of the Borch Model of embezzlement for understanding the history of
    skyjacking in the United States prior to September 11, 2001.

a. Was there any protection or defense against skyjacking in the United States in the 1950’s? Why or why not?

b. What measures were taken in this country after the first U S skyjackings in the 1960’s? Was the U S Congress involved?

c. D. B. Cooper is a famous U S skyjacker with perhaps cult status. What motivated D. B. to skyjack? What motivates an employee to embezzle?

d. In terms of incentives or disincentives, what must a firm do to discourage an employee from embezzling? What must the authorities do to discourage individuals like Cooper from skyjacking?

e. Would this defense against skyjackers like Cooper be sufficient to discourage terrorists from skyjacking? What motivates the terrorists? Are their preferences different than the preferences of skyjackers like Cooper?
f. What are the policy implications of your answer to part e? Are these implied policies being implemented today?
i..





a. Label the axes.


b. Label the curves.


c. Draw a line that shows the Private Optimum Speed and label it.


d. By drawing an additional curve and line illustrate how the Social Optimum Speed differs from the Private Optimum �    Speed.





ii.





iii.





iv.





v.
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Firm Audits





Firm Doesn’t Audit





Employee Embezzles
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