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      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 illustration of the fact that when, as a society,  we act to maximize economic growth or income,


we are acting to improve equity.

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

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

d.        none of the above.

e. 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.

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.        helps to explain the policy of the Bush presidency of creating a massive tax cut to force a greater federal 
       deficit and thus also force a cut in federal spending.  

c.        
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.

d.           
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.

e.
none of the above.

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 not measurable.

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

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

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

e.
none of the above.

4.
Participation in crime by women 

a
is primarily limited to crimes of passion. 

b.
grew more rapidly over the ‘70’s and ‘80’s than crimes by men as women were 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.        b. and d.

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 defined at the point where the crime generation relationship and the law enforcement production function intersect.

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

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 rivaled those for homicide in the most recent decade.

e.
b. and d. 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.
irrespective of recent trends, females were less likely to be involved in crime 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.
a. and c. are true, b and d. are false.

11.
The Age/Crime Profile

a. 
is a graph 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 negative relationship between offense rates and clearance ratios, showing that police effort is important to the control of homicide.


b.
typically find a significant relationship between gun availability and homicide levels.


c.
has 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.
Dangerous driving by some individuals is viewed as creating a risk to others by their behavior.  What  
              we know is that


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

more safely.


b.
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. Moral hazard leads some drivers to drive unsafely.

14.
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.
having access to guns has been shown to deter homicide rates.

e.
none of the above.

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 most of the 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, while a change in the racial composition of the youth 
                             population can explain +10.8% of the rise in the aggregate crime rate for the 1964 to 1987 period.

d.
There is no way to establish the truth of this, but we can take the conclusion on faith. 


e.
Both a and b 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. 
In the lecture on the impact of crime on social welfare, we argued 

a.
crime had an ambiguous impact on social welfare since redistribution through theft has a winner and a loser.

b. crime redistributed income but also had an unambiguous effect on welfare caused by defense against victimization.  Defense uses up resources that could be used otherwise for consuming other goods and services.

c. crime had no effect on the distribution of income but did act like a tax on victims causing the use of resources for defense.

d. most crime redistributed income from the rich to the poor which clearly benefits society.

e. most crime redistributed income from the rich to the poor which clearly harms society.

22. 
In the lecture on embezzlement, a result from the Borch model, which assumes behavior based on greed or self-interest, is

 
a.
the firm randomly inspects a fraction of the time.

b. the employee randomly embezzles a fraction of the time.

c. The employee breaks even, with expected returns of zero.

d. The firm loses L some of the time when it does not inspect if the employee is embezzling, loses C some of the time if it is auditing, and the net expected cost or loss to the firm from defending against embezzlement is C.

e. all of the above.

23.
The misery index 

a.
is the unemployment rate.

b.
is the inflation rate.

c.
is the sum of the unemployment rate and the inflation rate.

d.
when it rises, increases crime in California.

e.
c and d.

24. Rehabilitation is a desirable goal for the criminal justice system, but is very difficult to achieve because human capital takes a long time to accumulate and because the average prisoner, compared to the average citizen, 

a.
is less well educated.

b.
is less intelligent and able.

c.
has less work experience.

d.
all of the above.

e.
none of the above.

25.
In class we argued that the debate about the death penalty has had a disproportionate effect on the criminal justice system by raising questions about the evidence supporting deterrence. In the past three decades, policy has favored detention over deterrence, notwithstanding

a.
the fact that only a small fraction of those committing homicide receive a death sentence.

b.
the fact that only a small fraction of those sent to death row are executed.

c.
the fact that the number of convicts on death row keeps rising.

d.
all of the above.

e.
a and b.

26.
To empirically demonstrate the deterrent effect of expected punishment on behavior in a convincing fashion

a.
you need to know the causes of violence, have measures for these causes, and include them in statistical studies of deterrence to control for their effects on behavior.

b.
you need to control for causes of violence by randomly assigning offenders to treatment groups and control groups to receive differential punishment.

c.
has proven to be impossible.

d.
a and/or b.

e.
none of the above.

27. deterrence

a.
is the control of crime by making the expected punishment greater than the expected benefit.

b.
is accepted by all, including opponents of the death penalty.

c.
has never been shown to work for any behavior or circumstance

d.
all of the above

e.
none of the above.

28. The notion that human behavior can be affected by changing expected punishment relative to expected benefits, known as deterrence

a.
is foreign to the economic way of thinking.

b.
assumes economic man or woman , i.e. self-interested and rational behavior.

c.
has been part of thinking and policy since the 18th century.

d.
a and c.

e.
b and c.

29.
Bergstrom’s model of control for substance abuse 

a.
shows an excise tax can achieve the same results for price and quantity consumed as enforcement policy.

b.
has the disadvantage of not inducing moral compliance because the substance would not be illegal.

c.
has the advantage of not incurring the costs of enforcement, adjudication, punishment etc. associated with criminalizing the use of a substance.

d.
has the advantage of not creating and enriching a class of criminal producers and distributors.

e.
all of the above.

30.
The drug policy of the United States has emphasized enforcement and punishment relative to education and health.

a.
With regards to Marijuana, our neighbor to the North, Canada, is currently embracing U.S. policy.

b.
The U.S. policy is widely admired and emulated in Western Europe.

c.
The U.S. policy has been especially effective in raising drug prices and reducing drug consumption.

d.
all of the above.

e.
none of the above.

31.
In the fifties, sixties, and seventies, offenses per capita increased by a factor of four,

a.
because real expenditures per capita on criminal justice fell.

b.
because real expenditures per capita on criminal justice stayed about the same.

c.
despite the fact that real expenditures per capita on criminal justice increased by at least a factor of four.

d.
because socio-economic causal conditions causing crime became worse.

e.
c and d.

32.
The bureaucratic response of parole officers to a rising case load of parolees per officer during the 1980’s and 1990’s

a.
 was to organize and lobby for more money for parole officers, keeping the case load approximately constant.

b.
was to organize and lobby for longer prison terms to decrease the rate at which prisoners were released to parole.

c.
was to organize and lobby for lower arrest rates so that fewer convicts would be sent to prison.

d.
all of the above.

e.
was to return parolees to prison for technical violations of parole (PVRTC) such as failing a drug test, leading to the rate of this kind of parolee return (PVRTC) to exceed the rate of new admissions to prison from court for a new conviction.

33.
There can be imbalance in the criminal justice system, with courts clogged and jails and prisons overcrowded,

a.
because there is no czar for criminal justice with power over all jurisdictions.

b.
because almost all enforcement, prosecution, defense, and adjudication take place at the local level, cities and counties, while state prisons must accept all convicts sent to them.

c.
because this is a non-market system where price does not balance supply and demand.

d.
all of the above.

e.
none of the above.

34.
The concept of the “serious offender” 

a.
refers to the finding that a small fraction of the population commits most of the crime.

b.
was a rationale for trying to control crime by catching a large fraction of these serious offenders, and building prisons to hold them all for a long time.

c.
refers  to offenders with a high incidence rate or lambda.

d.
all of the above.

e.
refers to our highly successful rehabilitation programs which, with in-prison education programs, turn bright but ignorant convicts into readily employable ex-convicts.

35.
 Examining issues of equity and victimization

a.
there is no variation in burglary rates comparing low income households with high income households.

b.
there is no variation in robbery rates comparing low income households with high income households

c.
a and b are true

d.
victimization rates for burglary are more inequitably distributed with income than those for robbery

e.
 victimization rates for robbery are more inequitably distributed with income than those for burglary.

36.
If I walk down a safe street before you do, I do not use up its safeness, depriving you of this good. Economists call this

a.
a normal good.

b.
a Giffin good.

c.
a magically supplied private good. 

d.
a public good.

e.
a “tombstone” private good in honor of Wyatt Earp’s accomplishments in providing safe streets in Tombstone Arizona.

37.
In the “rotten kid” theorem approach to family behavior

a.
the “rotten kid” is selfish and always spoils family objectives.

b.
a caring parent can always induce a selfish kid to behave in the family interest.

c.
a sufficiently caring parent can induce a selfish kid to behave in the family interest.

d.
one rotten kid spoils the barrel and two out of three daughters were rotten in Shakespeare’s King Lear.

e.
a and d.

38.
In their study of family structure and delinquency, Professors Comanor and Phillips found 

a.
as long as the natural mother was in the household, no matter whether alone, with a boyfriend or with a stepfather, the delinquency of the children was not affected.

b.
boys from households with both natural parents present had low delinquency rates.

c.
girls from households with both natural parents present had low rates of never-married-childbirth.

d.
all of the above

e.
b and c.

39. 
In Karl Borch’s model of controlling embezzlement, the cost-effective strategy for the firm is 

a.
always audit.

b. 
never audit.

c.
audit at random and frequently enough to remove any incentive for an employee to embezzle.

d.
there is no effective strategy.

e.
none of the above.

40.
After three decades of zero skyjackings in the U.S., skyjackings increased dramatically in 1968. The response of the U.S. Congress, after a few years, was

a.
to arm flight attendants with 0.45 caliber pistols.

b.
to make cockpit doors unbreachable.

c.
to train pilots to do 360 degree rolls in the sky to surprise skyjackers

d.
all of the above.

e.
to finance the inspection of passengers before boarding.

Part II (20 minutes) Answer 3 out of 4 questions.  Follow the instructions for each question.

40 points

1. Making use of the Economic Paradigm for setting the standard for determination of innocence or guilt in a criminal trial, 
    we would  (circle the correct term)  minimize   maximize  the following relationship:

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:

   
____________________    _______________________________________________________________________

____________________     _______________________________________________________________________

____________________     _______________________________________________________________________

____________________     _______________________________________________________________________

____________________     _______________________________________________________________________

2.  Early in the course, and in reviewing the arguments in the latter half, we made the point that the logical analysis of 
     potential criminal in deciding to commit a crime and that of society in preventing criminal behavior relies on the same 
     functional relationship for choosing among honest and criminal alternatives with respect to income

a.  Simply state the criminal’s objective in a sentence, i.e., what will he/she maximize?:

_____________________________________________________________________________________________

b. In functional notation, indicate the essential elements of the potential criminal’s calculation for a possible criminal 
                  activity:

__________(______________)    = ___________  _______________   -- +  ___________  __________________


c. Explain your answer in a sentence:  _____________________________________________________________

                  __________________________________________________________________________________________
3. The figure below was taken from Crime & Delinquency 2001, published annually by the California Department of Juatice, and available on the Attorney General’s web site, http://caag.state.ca.us.  It was reproduced in the PowerPoint slide show lecture “Crime in California”. Note that the California Crime Index was increasing between 1952 and 1980, and then leveled off during the 1980’s and fell during the 1990’s.


a. From the vocabulary below, fill in the principal reason that crime was rising between 1952 and 1980.


__________________________________________________________________


b. From the vocabulary below, suggest two reasons why crime leveled off in the 1980’s and then fell in the 1990’s.

(1) ___________________________________________________________________

(2) ___________________________________________________________________

Vocabulary:


The misery index was rising


The misery index was falling


Prisoners per capita were approximately constant


Prisoners per capita were rising


Real expenditures per capita on the criminal justice system per capita were falling
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4. In the PowerPoint Lecture “The Correctional Bureaucracy” we talked about a figure that depicts the concept of the “serious offender” and the potential number of crimes that subpopulation could commit. We also talked about the capture and detention of some serious offenders and the crimes prevented. Within this context, label the figure below from the vocabulary: total population POP, serious offenders N, prisoners PR
a. [image: image2.png]AL DEPARTVENTOF CORECTINS TISTORIGAL TRENDS 1862 7007










a. _______________

b. 











c.

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

80 points

1. 
The following diagram is intended to depict the community’s crime control technology







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 a 

    
    crime with the possibility of a death penalty.

3. As discussed in the PowerPoint lecture “Crime in California”, the figure below depicts the production possibility frontier for the California Criminal Justice System using two outputs: (1) new admits per capita to prison (per year) and (2) average years served by a prisoner, conditional on a given level or budget of expenditures on the California Criminal Justice System in dollars per capita. If expenditures increases then the frontier moves out, i.e. more output is possible.







Another relation is the capital constraint for prison capacity, the fact that the stock of prisoners per capita is determined by the number of prisoners the system will hold (as shown in the figure 10 below) and, in a stock-flow relation (bathtub model), in turn is related to the inflow, new admits to prison from court per capita (per year) , and the average years they are imprisoned:

Prisoners Per Capita = New Admits to Prison fron Court Per Capita (per year) * Average Years Served

a. Draw in this capital constraint on the diagram above for a given (fixed) level of prisoners per capita, and label it prison capacity constraint.

b. Show where it intersects the production possibility frontier. Do you think we are at the upper intersection or lower intersection.? Label that intersection 2003.


4. The solid curve in the figure depicts the joint income opportunities for a father and a daughter. The dashed curve shows  family income, the sum of daughter’s income and father’s income. Family income is maximum at point B.

a. Draw in the point on the solid curve that a selfish daughter would prefer and label it A.

b. Draw in the indifference curve for a caring father, sufficiently caring so the daughter would be induced to cooperate if her inheritaance were that generous, and label the point C where the father’s indifference curve is tangent to the income line.






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

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 users in the U.S. compare to that in England or the Netherlands?

   
d. What evidence is there of success or failure of policies to control heroin use in this country over the most recent 
    ten or fifteen years?  


e. What are the social costs of using heroin and who bears them?

    
f. What would you recommend as a rational method to improve on the situation, i.e., actually lowering the social 
   cost of use of heroin?  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 major options that have been suggested and presented in class to reduce deaths due to drunken 
                   driving?

     
b.  Have deaths due to drunken driving been brought under better control since the mid 1980’s 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 one of the three options and explain, using economic logic, why it would be either the best or worst 
social choice.

3. In the lecture “Is Criminal Justice Just?”, we reviewed some tabular data from the Report to the Nation on Crime and Justice that showed victimization from robbery was more inequitable between poor and rich than victimization from burglary. For both crimes victimization rates for the poor were higher than for the rich.

a. Explain why victimization rates from crime are higher for the poor than for the rich.

b. Explain why victimization from robbery is even more inequitable than victimization from burglary.

4. In the lecture “Terrorism, Skyjacking, and Embezzlement”, we reviewed some of the pre- 9-11 and post- 9-11 history for the U.S., Europe and the Middle East.

a. After the experience of 9-11, we would like to be perfectly safe from terrorism. From an economic perspective, do you think driving terrorism to zero is an attainable objective? 

b. What was the difference between skyjackings in the United States and skyjackings in the Middle East and Europe?

c. How did we defend against skyjackings in the U. S. after they became prevalent? Did that policy eliminate skyjackings? Will redoubling our defense against terrorism, now that it is a domestic threat, eliminate events like 9-11? Discuss.

e. In Karl Borch’s model of embezzlement, does the firm drive the probability an employee embezzle to zero? Is it cost effective to do so? Is the probability the firm audits equal to one in equilibrium, i.e. does the firm always audit?

f. What motivates the employee to embezzle? Is this different than what motivates the terrorist? Does this limit the application of Borch’s model of protecting against embezzlement to protecting against terrorism?

i..





a. Label the axes.


b. Draw a line that represents the cost minimizing social cost of homicide and indicate and label the cost minimizing �    point on the curve and the magnitudes on both axes.


c. Draw in and label all of the effects if gun control is imposed successfully, i.e., having the effect that proponents �    expect it would have still as a cost minimizing solution.


d. After gun control, would hiring as many homicide police be optimal?____________.


e. Explain in a  �   sentence:____________________________________________________________________________________





ii.





iii.





iv.





v.
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