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The Relationship between Crime and Unemployment

Abstract

This paper examines the relationship between motor vehicle theft and unemployment at the state level in
an attempt to understand which perspective has the overriding effect. The rest of the paper explores
whether there is a significant relationship between economic conditions and motor vehicle theft.
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Matthew Melick

The Relationship between Crime and
Unemployment

|. Introduction

Cime has been one of the mgjor problems of
civilization fromthe beginning, and itsmagni
tude hasincreased over time. Inthepolitica
arena, public policy regarding crime prevention has
long been a hotly debated issue. 1n 1999, federa,
date, and loca governments combined to spend over
$146 hillion or approximately $521 per citizen on
crime prevention and control (USDOJ, BJS, 2001).
One source estimatesthe private sector expenditure
on protection to be 73% higher than public expendi-
ture (Freeman, 1999). Considering the enormous
effort put toward extinguishing crime, it isamazing
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Trumbull, 1994, Ehrlich, 1996, Myers, 1983, and
Witte, 1980). However, sociologistslook at the un-
employment rate asbeing anindicator of the* supply
of suitablevictims’ aswell asthetraditiona economic
perspective (Britt, 1994 and Cantor and Land, 1985).
They suggest that asthe unemployment rateincreases
thereisaproportional decreaseinthe supply of suit-
ablevictims because people havelessto stedl. This
occurs because asunemployment increasesthereare
fewer carsontheroad. Thispaper examinesthere-
lationship between motor vehicle theft and unemploy-
ment at the state level in an attempt to understand
which perspective hasthe overriding effect.

how littlethecrimeindustry hes e
changedin contemporary his-

These statisticsillus-
tratethe expenditureoncrime
prevention and control; how-
ever, they do not include the

history.”

“ Considering the enormous ef-

tory. fort put toward extinguishing crime,
it isamazing how little the crime in-
dustry has changed in contemporary

~ Therest of the paper explores
whether thereisasgnificant re-
lationship between economic
conditions and motor vehicle
theft. Section |l will discussthe
literaturethat isimportant inde-
) veloping an economic mode of

cost of the crimesthat are not
prevented. For example, in 2000 the value of motor
vehiclesstolenwasestimated at $7.8 hillion (thisfol-
lowsadecadelong decreaseinthe motor vehicletheft
rate) (USDQJ, FBI, 2001). Some expertsconsider
thisatransfer of wealth rather than acost to society;
however it does come at a premium to society as
seen by the amount spent on crime control. Thispa
per exploresthe relationship between motor vehicle
theft and unemployment.

Economigtstraditionaly use the unemploy-
ment rate asan indicator of theamount of legitimate
employment opportunitiesavailable to individuals.
Therefore, ahigh unemployment rate suggeststhat
there are fewer employment opportunitiesavailable
and thusthe opportunity cost of choosing crime over
legitimatework islow (Becker, 1968, Cornwell and

The Park Place Economist Volume XI

crime and the relationship be-
tween unemployment and crime. AlsoinSectionll, |
will expound upon atheoretical modd that ispartially
takenfromthe previousliterature. Thistheory leads
to Section 111, which establishesmy empirical model
and explainsthe variablesthat areimportant to my
theory. Findly, in Section |V, | will present theresults
of my regresson analysisontherelationship between
unemployment and the motor vehicletheft rate.

I. Background and Theory

Historically, there have been two major
schoolsof thought regarding the unemployment-crime
relationship, thefirst school focusesonthe* supply of
offenders’ while the second school focuses onthe
“supply of victims.” Economistshavetraditionaly
focused on explaining the economic behavior of po-
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tentia offendersand theway they react to changesin
economic conditions. Onebasic notionisthat inor-
der for anindividual to maintainacertain standard of
living during aperiod of unemployment he/she will
becomemorelikely to commit acriminal act. How-
ever, after being unableto fully substantiate their hy-
pothesisthat apostive relationship should exist be-
tween unemployment and crime a new school of
thought developed. Sociologistsand criminologists
have recently begun studying how unemployment &f-
fectsthe supply of suitable victims. Higher unem-
ployment rateis correlated with awider decreasein
production and consumption; thereforethereisless
new merchandisein the “ market” to be stolen. As
Cantor and Land (1985) note, acrime requires not
just the supply of amotivated offender but also asuit-
abletarget. Thefollowingisareview of mgor points
that arerequired to develop afull structural model of
the unemployment-crime relationship.

Since Becker (1968), there have been nu-
merous contributorsto the study of therelationship
between economics and crime. Becker’s leading
theory showsthe decision making process of poten-
tid criminals. Becker usesasimple cost-benefit andy-
ssinwhich crimindsmaketheir decisionshby consd-
ering the benefit of committing acrime and subtract-
ing fromthat the probability of being caught multi-
plied by the severity of punishment if caught. Becker
arguesthat potentia crimindsestablishabasdinefrom
their individual risk preferencesthat helpsthem de-
cidewhether or not they will commit acertaincrime.
Ehrlich’s (1996) “ market model” of crimeisbased
on the model created by Becker (1968) and afew
key assumptions: (1) al actors(criminals, victims,
“buyers’ of crime, and law enforcement) behavein
anoptimizing behavior, (2) there are certain general
expectations about illegitimate work, including pun-
ishment, and (3) thereisadistribution of risk prefer-
ences. From these main theoretical assumptions
Ehrlich buildshistheory onthe* supply of offenses.”
The model reads asfollows, net return per offense
equalsexpected payoff minusdirect costsof activity
minusforegonewagesfromlegitimate activity minus
the probability of conviction multiplied by the severity
of punishment. It canbe summarized asnet return=
payoff-cost — legit wage— (probakility convict x pun-
ishment). Inthemodel, expected payoff refersto the
nominal financial gainfromthe activity. Thedirect
cogtsarethe monetary amount that the criminal puts
toward preparing and completing the activity. Fore-

gonewagesarethe opportunity cost of choosing ille-
gitimatework over legitimatework. Therefore, if the
theory iscorrect the net return per offense must ex-
ceed some level beforetheindividua will undertake
it, depending on each person’srisk preference. Some
individuals may gain more utility fromwork inillega
areasthan legal areas, so the point wheretheseindi-
viduasturnto crimeislower. Other individualsmay
experience adisutility resulting fromtheillega activ-
ity. Theseindividuaswould typicaly demand ahigher
net return before getting involved incrime. Ehrlich’s
(1996) theoretica mode for the supply of illegitimate
activity hasbeen used inresearch numeroustimesover
theyears.

Britt (1994) laysout atheory that hasbeen
developed fromamore sociologicaly critica point of
view. Thetwo theoriesthat hefocusesonarevery
important inexplaining therelationship betweencrime
and unemployment. Thetwo theoriesarethe moti-
vational perspective and the opportunity perspective.
Themotivationd perspectiveistheintuitivetheory thet
economistsexpect to exist inthereationship between
unemployment and crime. Itspremiseisthat apos-
tiverelationship exists between crime rates and un-
employment rates. Asheexplains, thiscould exist for
anumber of reasons, but mainly because asthe eco-
nomic condition deteriorates people are motivated to
resort to crimeasasource of income.

The second notionisthe opportunity perspec-
tive, which “ sees crime as asupply of potential of-
fendersand suitablevictims” During rough economic
periods people and places become less suitable vic-
tims because they themselves do not have money or
excess material goods and also because personal
property ismoreguarded. Therefore, anegativere-
lationship between economic circumstancesand crime
should exigt. Britt’sresultsshow that the opportunity
perspective hasthe dominant effect across crimes.

My first hypothesisisthat the opportunity ef-
fect will outweigh the motivationd effect inthe present
withregardsto motor vehicletheft. Thismeansthat
therewill be anegativerelationship between existing
unemployment rates and motor vehicle theft rates.
When unemployment isat higher levelsand economic
conditionsare poor there arefewer opportunitiesto

1 Britt3 model includes homicide, rape, aggravated assault, rob-
bery, burglary, larceny, and motor vehicle theft. He discovers the
opportunity effect to be significant for each of the crimes at the
national level with the exception of motor vehicle theft, which had

a negative sign but was not statistically significant.
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commit property crimes. A possible explanationis
that the current unemployment rate determines how
many people and much property iscirculating in soci-
ety. If unemployment ishigh peopleare not going to
spend as much, so there will be fewer new carson
the streets. In fact, people are less likely to leave
homeif unemployment ishigh because by gaying home
they save money.

Britt (1994), as well as Cantor and Land
(1985) suggest that amotivational effect exists be-
tween changesin unemployment and the crimerate.
Intheory it should exist because as more people be-
come unemployed they may not befamiliar with han-
dling the economic discomfort. Also, aspeoplebe-
come unemployed for an extended period they con-
Sder theopportunity cost of choosing illegitimatework
as being zero because he/sheis not sacrificing any
legitimate employment opportunity. For both of these
individuasthe payoff fromthe crime doesnot haveto
be ashigh asit would for an individua who would
consider the opportunity cost to be positive. Britt
also suggests apsychological factor that relatesto
being unemployed for an extended period and anin-
dividual disposition toward criminal behavior. He
suggeststhat people becomeirrationa economic ac-
torsand disgruntled citizens. So theseindividudsare
willing to undertake moreillegitimate opportunities

than an employed individual or aperson who isin
unemployment for only ashort period of time. There-
fore, my second hypothesisisthat the motivational
effect dominatesthe opportunity effect and thet there
isapositive relationship between the changeinthe
unemployment rate and the motor vehicletheft rate.

[11. Empirical M odel
A. Data

Inorder to capturetherelationship between
motor vehicletheft and unemployment over the past
guarter century | develop amodel that issimilar to
themodel that Britt (1994) uses. Themodel will be
tested using cross-sectional time seriesdatafromten
different stateswithinthe United Statesover the past
twenty years. The stateswere selected to create a
stratified sample based on population density, since
more populous stateshistoricaly have ahigher crime
rate (USDQJ, BJS, 2001). Thesample containsten
gatesranging fromthemost densaly populated to the
forty-sxthmost densely populated state based onthe
2000 United States Census.

The dependent variableisthe motor vehicle
theft rate (MVTR) as reported by the FBI (1979-
2001) since 1979. The motor vehicle theft rateis
defined asthe number of vehiclesstolen per 100,000
inhabitants'. Over the past quarter century therate

Figure 1: National Auto Theft Trend - 1979-2000
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hasfluctuated greetly, culminating inacontinuousde-
creaseover the past tenyears, asshowninFigure 1.

Therearetwo main reasonsthat motor ve-
hicle theft is chosen asthe focus of this study over
other crimes. Thefirst reasonisthat past research
has been criticized for attempting to bring murderers
and rapistsinto amodel that isbest suited for rationa
actors. However, whileit ishard to argue that mur-
derersand rapistsareinfact rationd, it ismuch easier
to consder aproperty thief an economically rationa
actor. Individuasthat steal normally do so for some
monetary gain. Thesecond reasonisthat motor ve-
hicletheftsareamong the highest reported crimesdue
to insurancereasons (Freeman, 1999). Other prop-
erty crimes often go unreported because peoplefeel
that reporting theincident to the police will not benefit
theminany way.

The primary independent variablethat isin-
tegrated into the model is the unemployment rate
(UNEMP). Thedatafor unemployment comesfrom
the United States Department of Labor, Bureau of
Labor Statistics. Asnoted in Section 1, theunem-
ployment rate is used by economiststo show how
potentia criminalsrespond to the opportunity cost of
legitimatework asit islabeled in Ehrlich (1996). Its
primary purpose here, however, isto show whether
the unemployment rate is an accurate measure of
Ehrlich’ sopportunity cost or doesthe unemployment
rate help explain that the supply of victims has de-
creased. If, asmy hypothesissuggests, the opportu-
nity perspective hasthe dominant effect onthe motor
vehicletheft rate thentherewill be anegativerela-
tionship between unemployment and the motor ve-
hicletheft rate.

The second independent variableisthechange
in unemployment from year to year (DUNEMP) as
reported by the Bureau of Labor Statistics. Thisis
important to the model becauseit helps capturethe
motivational perspective. For example, if inyear five
the unemployment rateisthree percent and in year
Sx the unemployment rateincreasesto four percent
peoplearegoing to look upon the situation asnega-
tive because more peopleareout of work eventhough
inthehistorical perspectivefour percent isbetter than
average. Therefore, thisnegative outlook could mo-

" The manner in which this statistic is reported creates a relation-
ship between time and MVTR because motor vehicle ownership
rates change over time. In 1977 there were .76 vehicles per per-
son over 16 years of age and grew to .90 vehicles per person over

16 years of age in 1990 (USDOT, BTS 2000).

tivate someto commit crimes, eventhough theunem-
ployment rateisstill rather good in historical terms.
Without the change variable though thishigher theft
rate matched with low unemployment would point to
the opportunity perspective rather than the motiva-
tion perspective.

The last set of variables that make up the
modelsarethevariablesfor thestates(NJ, NY, GA,
MN, WI,MS,AZ, UT, SD). Whileserving asdummy
variablesthese variables aso help catch factorsthat
are not explained in my model. They can be called
fixed effect variablesbecausethey capture everything
that isuniqueto thestate. Intheory, the more popu-
lous states should have ahigher motor vehicle theft
ratethan theless populous states, therefore the coef-
ficient should be greater for astate such asNew Jer-
sey or New York than for Utah or South Dakota.

B. Models

The object of this paper isto build on the
empirical modelslaid out by Britt (1994) that findsno
ggnificant relationship betweenthe current unemploy-
ment rate and the amount of motor vehicletheftson
thenationd level. Britt dso findsasgnificant but theo-
reticaly backwardsrelationship betweenthe change
in unemployment and motor vehicletheftsonthe na-
tional level. Thefirst model usesstatelevel datato
create a relationship between unemployment, the
changeinunemployment, and motor vehicletheft that
the aggregate dataisunableto establish.

(Eq.1)
MVTR=R +[UNEMP + 3 DUNEMP + 3, NJ
+BNY +BGA+...+B,SD+u

The second model will include atime trend compo-
nent inadditionto thefirs modd inanattempt to help
explain patternsover time.

(Eq.2)
MVTR=R +UNEMP + 3 DUNEMP + 3, NJ
+BNY +BGA + ... +[3,SD +(3.1980
+3,1981 + 31982 + 3,.2000 + u

V. Reaults

The gatigticaly insgnificant results of the na-
tional level analysis show aneed to adjust the unit of
observation. Thebest unit of observationfor the pur-
posesof thisstudy isthestatelevel. Each datehasits
own characterigticsthat makeit uniquefromtheoth-
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Table 1: State Level Modd
Adjusted R-squared = .705

CONSTANT 726.287
UNEMP** -22097
(-3742)
DUNEMP** 23651
(2578)
NJ+* 95.348
(2.3%)
NY** 110258
(2.793)
GA** -105.499
(2.620)
MN** -308223
(-7.439)
WI** -306.204
(-7.597)
MS** -305.750
(-7.677)
AZ** 86.126
(2.163)
UT** -326.863
(-7.960)
SD** -523.224
(-12.025)

*significant at the .1 level, ** significant at the .05 level

ers. Withinthe state, patterns of unemployment and
motor vehicletheft aretypicaly homogenous. There-
fore, my first model addresses the same unemploy-
ment-crime relationship like the past research, but
bringsit downto thestatelevel. Table1 showsthe
resultsof thefirst modd, which areindeed muchmore
ggnificant.

Unlikethe anadysisinthe aggregate models,
Table 1 showsthat both unemployment and the change
inunemployment arehighly sgnificant when measured
a thestatelevel. Thecongtant intheequationrefers
to the base motor vehicletheft rateinIllinois, which
wasthe state not assigned adummy variable, under
the condition of zero unemployment and no changein
theunemployment rate. The coefficient for each state
refersto that states standard deviation from 1linois
motor vehicletheft rate, for example New Jersey had

The Park Place Economist Volume XI

acoefficient of 95.348, which meansthat itsstandard
motor vehicletheft would be 821.6, or 95.348 higher
thanlllinois. The pattern of state coefficientsthat is
suggested inthetheory, more densdly populated states
have higher incidencesof crime, holds nearly entirely
true. However, theremay also be other factorsthat
determine astate'smotor vehicletheft rate. One ad-
ditiona posshility isthemotor vehicleownershiprate.

After thefixed effectsof each ate havebeen
takeninto account the effectsthat the unemployment
rate (UNEMP) and changeinthe unemployment rate
(DUNEMP) have acrossthe statesinthe model are
highly sgnificant. Unemployment hasahighly Satisti-
caly Sgnificant relationship with themotor vehicletheft
rate(MVTR). Theresultsof themodel suggest that
for each percentage point increase in unemployment
therewill be approximately twenty-two fewer stolen
vehiclesper 100,000 inhabitants. Thereforetheun-
employment rate hasthe sgnificant negativerelation-
ship that my hypothesisproposes. Thissuggeststhat
the opportunity pergpective outweighsthemotivationd
perspectiveinthe present.

The second independent variable, the change
inthe unemployment rate(DUNEMP), dso hasagta
tigtically sgnificant relationship withthemotor vehicle
theft rate (MVTR). However, as proposed in my
second hypothesisthisrelationship ispositive. The
relationshipisamost thedirect opposite of the unem-
ployment rate relationship, a deviation of one per-
centage point intherate of change of unemployment
trandatesin approximately twenty-four more motor
vehicletheftsper 100,000 inhabitants. Thissuggests
that people are in fact motivated by changesin the
unemployment rate from one period to the next.

A smulation of themode ishelpful to under-
stand how abusiness cycle leads to changesin the
motor vehicletheft rate. Theequationto show how
fluctuationsin unemployment impact the motor ve-
hicletheft rateusing lllinoiswould read asfollows:

(Eq.3)
MVTR=726.287 - 22.097UNEMP +
23.651DUNEMP

Anexampleusing five percent unemployment
inyear onewith no change fromthe prior period, up
to Six percent unemployment inyear two, and steady
at six percent in year three projects motor vehicle
theft rates of 615.80, 617.36, and 593.71 respec-
tively. Thisshowsthat asunemployment initialy in-
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creasesthereisamargina increaseinMVTR. How-
ever, asunemployment becomessationary a ahigher

Table3: StateLevel Modd w/ TimeTrend
Adjusted R-squared =.745

CONSTANT 70431
UNEMP 21212 1985 -42.101
(-1.985) (-739)
DUNEMP 20555 1986 -8879
(2127) (-157)
NJ %.705 1987 2558
(25539) (.046)
NY 111072 1988 33933
(3002) (619)
GA 104135 1989 71375
(-2625) (1.308)
MN -306618 1990 110817
(-7.069) (2.021)
wi 304924 1991 109223
(-7.659) (1942
MS 306680 1992 98.060
(-8.027) L727)
AZ 87165 1993 96.402
(2.284) (1739)
uT -320017 1994 87.777
(-7.716) (1610)
D 520716 1995 77.259
(-10497) (1415)
1980 20801  19% 20.442
(-495) (530)
1981 13156 1997 15587
(-.230) (289)
1982 53089 1998 -41.909
(-775) (-752)
1983 14741 199 74413
(-.220) (-1.321)
1984 3743 2000 -101.455
(.058) (-1.741)

level MV TR dropsconsderably. Thisexampleshows
how during periods of changing unemployment rates
themotivationd effect dominates, while during peri-
ods of stationary unemployment levelsthe opportu-
nity effect dominates.

Thefinal model that thisstudy addressesin-

cludesatimetrend variablein addition to the model
seeninTable1l. Theresultsof thismodel, shownin
Table 2, arenearly identicdl to theresultsof the origi-
nal state-level modd.

UNEMP and DUNEMP remain highly sig-
nificant, both satisfy the .05 level. The new coeffi-
cientsmirror the coefficientsfound in Table 1. While
thereiscertainly atimetrend, it does not follow the
timetrend that would be expected to capturethe ef-
fect of changing ownershiprates. Inthefirst six out
seven yearsof themodel, 1980-1986, thetrend sug-
gestsadecreaseinthemotor vehicletheft rate, while
a the sametime motor vehicleownership rateswere
increasing. Thismeansthat while there were pro-
gressively more “suitable victims’ there was not a
noticeableincreasein crime asaresult.

Whilethismode doesnot capturetheeffects
of changes in ownership rates in the 1980s or the
invention of affordable anti-theft devicesinthe mid
and late 90s, it does provide further support for the
findingsof theorigina statelevel moddl. Theresults
of the state level model offer many suggestionsthat
have not been captured at the national level.

V. Conclusion and Implications

Theresultsof thisstudy suggest that some of
thefocus on the economics of crime needsto bere-
directed fromfocusing solely onthe supply of offend-
erstoward looking at the supply of victims. Analo-
goudly, labor economists study both the supply of la-
bor and the supply of jobs (known asthe demand for
labor) and any economics study field would bein-
completewithout reviewing both aspects. Theidea
of anegative unemployment-crimerelationshipisa
new theory and as such it calls for much closer in-
gpection. Thisstudy'sability to repeatedly present a
significant relationship between unemployment and
motor vehicletheft issomething that most of there-
search focusing on the motivational aspect has been
unableto conclusively provefor the past haf century.

Commontheory in public policymaking isthet
higher unemployment causeshigher rates (Sedgwick,
1980). Whilethereiscertainly alink between unem-
ployment and higher crime rates as shown through
the changein unemployment variableit doesnot have
the overriding impact that most theorists suggest.
Certainly one explanation asto why individuals are
not highly motivated to commit acrimind act shortly
after they are unemployed isthe safety netsthat our
society hasinstalled to aid people through difficult
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times. If these safety netswereto beremoved, it is
plaugiblethat individualswould be more motivated to
resort to criminal activity asameansof maintaining a
steady income.

It must dso be noted that individual behavior
cannot be predicted by analysis at the macro level.
However, thefindings of thisstudy indicate apattern
of behavior that has occurred over time and across
regions. Whileindividuasreact differently to certain
gtuations, thisstudy showsthat the dominant pattern
is that the motivational effect, which has been so
widely touted, doesnot haveasmuchinfluenceinthe
present asthe opportunity effect.

Thisstudy also showsthat the unit of obser-
vation playsakey rolein determining the significance
of the attempt to understand patterns of individual
behavior. Theinsgnificance of both the unemploy-
ment rate and changein the unemployment rateinthe
aggregate national level model compared with thelr
high significance inthe cross-sectional level models
suggeststhat asthe unit of observation decreases, the
relationship between unemployment and crime be-
comesmore obvious.

Theresultsof thisstudy lend themselvesto
numerous future research ideas. One of the most
obviousareasthat could be explained further isfixed
effectsof eech sate. Astheory suggeststhereiscer-
tainly arelationship between population density, or
urbanization, and thelevel of crimeinagivenregion.
However, examining Table 1 showsthat it isnot a
linear correlation between population densty and the
“naturad” level of crime. Thereare numerousfactors
that could potentially changethe nature of astate’'s
“averageleve of crime.” Two factorsthet fit thetheme
of thisstudy are unemployment benefitsand the du-
ration of unemployment, which both certainly vary
acrossstatesand over time. Sincel maketheclaim
that unemployment benefitshelp reduceanindividud’s
motivationto commit acrimind act it would be help-
ful to support theassartionwith datain futureresearch.

Also, it would seemobviousthat therewould
be arelationship between motor vehicle ownership
rates (acrossregion and over time) and motor vehicle
theft ratessnceahigher ownership rate suggestsmore
auitablevictims. Thiswasnot clearly picked upinthe
timetrend. Itisalso possiblethat theincluson of an
age variablewould help explain some of thefluctua-
tionsover timeinthemotor vehicletheft rate. Asmen-
tioned previoudy, the novelty of the opportunity per-
spectivetheory lendsitself to much further research.
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