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\ e
minal activities

1 Expected
Wage for legal Probability of
employment ~ Other  Probability of ~ conviction if ~ Sentence
INCOME  getting caught caught

Hours spent in _
criminal activities

“Wage” of cri-
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Measure of cri- Wage for legal Other Frequency of
minal activity employment income prior arrests
Unobserved deter-

/ / / \ minants of criminal
. activity

crime = g + Brwagem + Boothinc 4 B3 freqarr /

+ B4 freqconv 4+ Bsavgsen + Bgage —I-@

/ e.g. moral character,
wage in criminal activity,

Frequency of Average sentence Age family background ...

conviction length after conviction
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Hourly wage

> wage = f(educ, exper, training)

|\

Weeks spent
Years of work- in job training

force experience

Years of formal
education
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& .
wage = g + Breduc + Boexper + Batraining Hu) | Unobserved deter

minants of the wage

e.g. innate ability,
quality of education,
family background ...

Hourly wage | Years of formal  Years of work- Weeks spent
education force experience  in job training
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o WENHTEHRE

o AEFAMEFHIESE
- FEEEEUE ( Cross-sectional data )
- BJEE5EEE ( Time series data )
- JBEEM@EEUE ( Pooled cross sections )
- EIR/MFIEEE ( Panel/Longitudinal data )
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o IEEHEBIEL ( Cross-sectional data sets )
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obsno wage educ exper female married
1 3.10 1 2 1 0
2 3.24 12 22 1 1
3 3.00 1 2 0 0
4 6.00 8 44 0 1 Indicator variables
5 5.30 12 7 0 1 7 (1 = yes, 0 = no)
525 11.56 16 5 0 1 3
526 3.50 14 5 1 0 B
Observation number Hourly wage  vears of Years of
education experience
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TABLE 1.2 A Data Set on Economic Growth Rates and Country Characteristics

obsno country gpcrgdp govcons60 second60
1 Argentina 0.89 9 32
2 Austria 3.32 16 50
3 Belgium 2.56 13 69
4 Bolivia @
61 Zimbabwe 17 6 3

Average growth rate of real
per capita GDP

Government consumption
as a percentage of GDP

\
Adult secondary
education rates
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year

avgmin avgcov prunemp prgnp
1 1950 0.20 20.1 15.4 878.7
2 1951 0.21 20.7 16.0 925.0
3 1952

37 3.35 58.1 18.9 4281.6 g"n

38 3.35 58.2 16.8 4496.7 \g
Average minimum Average Unemployment Gross national
wage for the given year coverage rate rate product
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Property tax

obsno year hprice proptax sqrft hdrms bthw
1 1093 85,500 2 —T60 /]
2 1993 67,300 1440 3 (/25/
3 1993 134,000 g @ C5 )<
— | 20 _ 1998 248600 _ 41 2600 _ _ _4 _ _ _ 30 _ .
251 1995 65,000 16 1250 2 1.0
252 1995 182,400 20 2200 4 2.0
253 1995 97,500 15 1540 3 2.0
520 1995 57,200 16 1100 2 15

© Cengage Leaming, 2016

/Size of house
in square feet

Number of bedrooms

~__—— Number of bathrooms

Before reform

After reform
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o M NFIHEHE ( Panel or longitudinal data )
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obsno city year murders population unem police

1 1 1986 5 350,000 8.7 440

2 1 1990 8 359,200 7.2 471 &~

3 2 1986 2 64,300 54 75

4 2 1990 1 65,100 5.5 75

297 149 1986 10 260,700 96 % E
298 149 1990 6 245,000 9.8 @D < %
299 150 1986 25 543,000 4.3 520 %
300 150 1990 32 546,200 5.2 493 g

Each city has two time

_~ series observations

Number of
police in 1986

Number of
police in 1990
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ER XA ( causality ) 5H M FZE1 T ( ceteris paribus )
NTyEBRRZMBE N

“How does variable ¥ change if variable x is changed
but all other relevant factors are held constant”
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