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TT ll ff FiFi d Mi ld Mi lTwoTwo lessonslessons fromfrom FismanFisman and Migueland Miguel

1.1. TrickTrick is to is to findfind a a convincingconvincing naturalnatural
experiment experiment to to conductconduct test of test of criminalcriminal behaviorbehavior

2.2. Absent Absent legallegal enforcementenforcement, , culturalcultural normsnorms maymay
dominatedominate beha iorbeha ior normsnorms cancan bebe brokenbroken bbdominatedominate behaviorbehavior; ; normsnorms cancan bebe brokenbroken byby
legallegal enforcementenforcement; ; uncertainuncertain whetherwhether newnew
norm of norm of rulerule--compliantcompliant behaviorbehavior is setis set
Reference:Reference: FismanFisman, Miguel, 2007, Corruption, norms, and legal, Miguel, 2007, Corruption, norms, and legalReference: Reference: FismanFisman, Miguel, 2007, Corruption, norms, and legal , Miguel, 2007, Corruption, norms, and legal 
enforcement: evidence from diplomatic parking tickets, enforcement: evidence from diplomatic parking tickets, JPEJPE, 115 (6)., 115 (6).



OutlineOutline ofof lecturelectureOutlineOutline of of lecturelecture

1.1. What are we actually testing?What are we actually testing?

2.2. How do we conduct successful tests?How do we conduct successful tests?

3.3. Recent findings in economics of crimeRecent findings in economics of crime

4.4. ConclusionsConclusions



WhatWhat are we are we actuallyactually testingtesting??



1. The 1. The economiceconomic model of crimemodel of crime

Potential offender in thePotential offender in the here and nowhere and now::Potential offender in the Potential offender in the here and nowhere and now:  :  
how incentives in the current environment how incentives in the current environment 
affect decision to commit crime (supply)affect decision to commit crime (supply)
Potential victims trade off risk lossPotential victims trade off risk lossPotential victims trade off risk, loss, Potential victims trade off risk, loss, 
expenditure on crime prevention (demand)expenditure on crime prevention (demand)



2. The 2. The economicseconomics of crime of crime policypolicy

AimAim is to is to integrateintegrate insightsinsights fromfrom multiple multiple 
disciplines disciplines intointo a a commoncommon economiceconomic
frameworkframework forfor the the analysisanalysis of of costscosts and and yy
benefitsbenefits of of alternativealternative crime crime policiespolicies
EconomicEconomic theorytheory of crimeof crime justjust oneone input;input;EconomicEconomic theorytheory of crime of crime justjust oneone input; input; 
psychologypsychology, , biologybiology, , sociologysociology are are othersothers
ValueValue addedadded economiceconomic theorytheory: : equilibriumequilibrium
effectseffects//unintendedunintended consequencesconsequences (e.g.(e.g.effectseffects//unintendedunintended consequencesconsequences (e.g. (e.g. 
entry/exit entry/exit criminalcriminal marketsmarkets, , helmethelmet--useuse lawslaws))



WhereWhere is theis the economicseconomics in thein theWhereWhere is the is the economicseconomics in the in the 
empiricalempirical economicseconomics of crime of crime literatureliterature??

Empiricist’sEmpiricist’s focus: focus: estimatingestimating causalcausalpp gg
effectseffects of of policepolice//incarcerationincarceration/…/…
EmpiricalEmpirical papers inpapers in whichwhich economiceconomic theorytheoryEmpiricalEmpirical papers in papers in whichwhich economiceconomic theorytheory
of crime of crime seemsseems anan afterthoughtafterthought maymay wellwell

t ib tt ib t tt ii f if i lilicontributecontribute to to economicseconomics of crime of crime policypolicy
… … ifif it’sit’s more more thanthan justjust estimatingestimating causalcausaljj gg
effectseffects; ; itit getsgets interestinginteresting whenwhen trading trading offoff
alternativesalternativesalternativesalternatives



Ho do e cond ct s ccessf lHo do e cond ct s ccessf lHow do we conduct successful How do we conduct successful 
empirical tests?empirical tests?empirical tests?empirical tests?



TheThe mistakemistake ofof relatingrelating yy toto xx andandThe The mistakemistake of of relatingrelating yy to to xx and and 
thenthen controlcontrol forfor a lot of a lot of otherother thingsthingsgg

LiteratureLiterature waswas dominateddominated byby analyses ofanalyses ofLiteratureLiterature was was dominateddominated byby analyses of analyses of 
naturalnatural variationvariation of variables of variables likelike policepolice, , 
i tii ti dd ii t dt d d td tincarcerationincarceration and and gunsguns in in aggregatedaggregated datadata

e.g. e.g. EhrlichEhrlich (1975) U.S. 1933(1975) U.S. 1933--1969 time 1969 time 
series series analysisanalysis of of effectseffects deathdeath penaltypenalty

LeadsLeads toto fruitlessfruitless debatesdebates basedbased onon shakyshakyLeadsLeads to to fruitlessfruitless debatesdebates basedbased onon shakyshaky
empiricalempirical evidenceevidence (gun (gun controlcontrol, , deathdeath
penaltypenalty abortionabortion))penalty, penalty, abortionabortion))



The searchThe search forfor experimentalexperimental variationvariationThe search The search forfor experimentalexperimental variationvariation
in the in the variablevariable of interestof interest

LiteratureLiterature has has movedmoved onon, , it’sit’s all all aboutabout
research designresearch design, , ifif thatthat isn’tisn’t right, the right, the gg ,, g ,g ,
paper paper cancan best best bebe ignoredignored
EconomicsEconomics literatureliterature showsshows thatthat whenwhenEconomicsEconomics literatureliterature shows shows thatthat whenwhen
usingusing a proper research design, we a proper research design, we maymay
findfind completelycompletely oppositeopposite resultsresults



MethodsMethods

NaturalNatural experimentsexperiments: : historyhistory as as ourour laboratorylaboratory
NaturalNatural sciencessciences: design, : design, conductconduct
experiment; experiment; collectcollect, analyse data, analyse datap ;p ; , y, y
SocialSocial sciencessciences: : recognizerecognize experiment in experiment in 
alreadyalready availableavailable datadataalreadyalready availableavailable datadata

Field Field experimentsexperiments: : usefuluseful forfor policypolicy designdesignpp p yp y gg
Lab Lab experimentsexperiments: : don’tdon’t workwork soso wellwell forfor testingtesting
theoriestheories ofof criminalcriminal behaviorbehaviortheoriestheories of of criminalcriminal behaviorbehavior



NaturalNatural experimentsexperiments dominantdominant

RecognizingRecognizing naturalnatural experimentsexperiments is is anan art art 
th tth t bb l dl dthatthat cancan bebe learnedlearned
RegressionRegression discontinuitydiscontinuity design,design, instrumentalinstrumentalRegressionRegression discontinuitydiscontinuity design, design, instrumentalinstrumental
variablevariable approachapproach, , differencedifference--inin--differencedifference
R diR di titi A i tA i t && Pi hkPi hkReading Reading suggestionsuggestion: : AngristAngrist & & PischkePischke, , 
MostlyMostly harmlessharmless econometricseconometrics, , PrincetonPrinceton
UniversityUniversity PressPress, 2009., 2009.





EconomistsEconomists areare betterbetter inin methodologymethodologyEconomistsEconomists are are betterbetter in in methodologymethodology
thanthan in in dealingdealing withwith poorpoor crime datacrime datagg pp

MeasurementMeasurement errorerror in in policepolice recordedrecorded
crime data crime data seemsseems anan afterthoughtafterthought
N tN t ll dd b tb t ll ddNotNot onlyonly random random butbut alsoalso nonnon--random random 
measurementmeasurement errorerror
May bias May bias estimatedestimated effectseffects towardstowards

((V ll dV ll d && H dH d 2009)2009)zero (zero (VollaardVollaard & & HamedHamed, 2009), 2009)
ScopeScope forfor useuse ofof victimizationvictimization surveyssurveysScope Scope forfor useuse of of victimizationvictimization surveyssurveys



SomeSome recentrecent findingsfindingsSomeSome recent recent findingsfindings
inin economicseconomics of crimeof crimein in economicseconomics of crimeof crime



Eff t fEff t f bb ff lili iiEffect of Effect of numbernumber of of policepolice onon crimecrime

Strategies to identify exogenous variation in Strategies to identify exogenous variation in 
li l lli l lpolice levels:police levels:
Major eventsMajor events: terror attacks/alerts, visits of : terror attacks/alerts, visits of 
head of state (head of state (KlickKlick, , TabarrokTabarrok, 2005), 2005)
HighHigh--frequency datafrequency data ((CormanCorman,, MocanMocan, 2005, 2005))HighHigh frequency data frequency data ((CormanCorman, , MocanMocan, 2005, 2005))
IVIV (Levitt, 2002; Lin, 2009)(Levitt, 2002; Lin, 2009)
P li f di f lP li f di f l ((V ll dV ll d H dH dPolice funding formula Police funding formula ((VollaardVollaard, , HamedHamed, , 
2009)2009)



Eff t fEff t f i tii ti iiEffect of Effect of incarcerationincarceration onon crimecrime

Strategies to identify exogenous variation in Strategies to identify exogenous variation in 
levels of incarceration:levels of incarceration:levels of incarceration:levels of incarceration:

Prison overcrowding lawsPrison overcrowding laws
Effect at aggregate level (Levitt, 1996)Effect at aggregate level (Levitt, 1996)
Effect at individual level (Effect at individual level (DragoDrago et al., 1998)et al., 1998)Effect at individual level (Effect at individual level (DragoDrago et al., 1998)et al., 1998)

TTransitionransition from juvenile to adult criminal justice from juvenile to adult criminal justice 
system (Levitt 1998; Lee McCrary 2005)system (Levitt 1998; Lee McCrary 2005)system (Levitt, 1998; Lee, McCrary, 2005)system (Levitt, 1998; Lee, McCrary, 2005)
Three strikes law (Three strikes law (HellandHelland, , TabarrokTabarrok, 2007), 2007)
Eligibility for home detention (Marie, 2009)Eligibility for home detention (Marie, 2009)



ConclusionsConclusions



LessonsLessons fromfrom empiricalempirical literatureliteratureLessonsLessons fromfrom empiricalempirical literatureliterature
onon economicseconomics of crimeof crime

EconomicsEconomics isis leadingleading thethe wayway toto researchresearchEconomicsEconomics is is leadingleading the the wayway to to research research 
designs designs thatthat identifyidentify experimentalexperimental variationvariation in in 
variablevariable of interest: blowsof interest: blows awayaway previousprevious workworkvariablevariable of interest: blows of interest: blows awayaway previousprevious workwork
With proper research designs, With proper research designs, traditional law traditional law 
enforcement policies enforcement policies have been shown to have been shown to 
have substantial effects on crime, upsetting the have substantial effects on crime, upsetting the 
conventional wisdomconventional wisdom



SomeSome limitationslimitations of of 
currentcurrent empiricalempirical literatureliterature

Scale rather than Scale rather than design design of crime policyof crime policy
ShortShort term rather thanterm rather than longlong term effectsterm effectsShortShort--term rather than term rather than longlong--term effectsterm effects
Focus on methods rather than Focus on methods rather than measurement measurement 
error in crime dataerror in crime data
Offender rather thanOffender rather than victimvictimOffender rather than Offender rather than victimvictim
Direct effects rather than Direct effects rather than equilibrium effects equilibrium effects 
through adjustment of supply/demand crimethrough adjustment of supply/demand crime
Empiricist’sEmpiricist’s focus predominant:focus predominant: littlelittle attentionattentionEmpiricist sEmpiricist s focus predominant: focus predominant: littlelittle attentionattention
to to costscosts//benefitsbenefits of of alternativealternative policiespolicies



PleasePlease, , feelfeel free to free to contributecontribute

It’s aIt’s a littlelittle crowdedcrowded fieldfield unlikeunlike laborlaborIt s a It s a littlelittle crowdedcrowded field, field, unlikeunlike laborlabor
marketmarket economicseconomics, public , public financefinance, , 

i t ti li t ti l t dt d i d t i li d t i l i tii tiinternational international tradetrade, , industrialindustrial organizationorganization

And And itit is of is of greatgreat societalsocietal relevancerelevance


