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Introduction

* Crime imposes significant costs on societies around the world.

* To make an informed and evidence-based policy decisions, we should know
the extent to which criminal activity results in social damages.

* Thus, it 1s sometimes useful to be ‘economic imperialists’ and calculate
monetary costs from seemingly untangible phenomenons.
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Why crime costs matter

* Crime is not a zero-sum game. althouoh 1t miocht seems so in some cases.
D,

* If a burglar takes 1000 EUR, this means that he 1s better off by 1000 EUR, while
the victim 1s worse off by the same 1000 EUR.

* However, this isn’t a simple redistribution, as there are other associated costs.

* The victim might also suffer mental trauma, which could influence his/her working
ability and thus future labour market outcomes.

* There are also costs associated with reporting and prosecuting the perpetrator, 1f
caught.
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Why crime costs matter (2)

* How can we know if a crime prevention system is effective if we do not take into
account the cost of crimer

* Consider the extreme example when the monetary cost of crime 1s 0.

* In this case, both the crime prevention and judiciary systems are useless and result
in net losses for society.

* TFrom policy perspective the cost of crime is crucial to make informed decision
about allocating resources to crime prevention.
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Calculating the cost of crime

Crime is 2 nonmarket good.
The cost is impossible to caleutate (Mises, 1990).
However, we can estimate the cost based on various assumptions.

These assumptions are inherently normative. E.g. What is the monetary value
of human life?

Cro
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Main challenges

* Chalfin (2015) notes that the main challenge arises from the distinction of
external and social costs.

° External costs, or externalities are known in microeconomics as costs
imposed on an individual (in this context, a crime victim).

* Por example, the external costs of a robbery might include the value of the
goods stolen, lost productivity, injuries, psychic harms sustained by the
victim, and the value of time spent dealing with the aftermath of the robbery
(canceling credit cards, obtaining a new driver’s license, etc.).
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Main challenges (2)

* Social costs consider the welfare of society as a whole.

* Only a smaller part of external costs could be considered social costs as well.

* But, there are others, implicit social costs.

* Higher crime rates discourage private investments in local businesses, and destroy
the social fabric of communities (Chaflin, 2015).

* Some estimates are based on external costs, while others use the sum of external
and social costs with deducting the value of stolen goods (as this value 1s not /s,
but rather transferred).
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Main challenges (3) '

* Additional challenges arise when estimating the costs of violent crimes,
especially homocides.

* The normative part (the assumptions made) here 1s even more crucial as we
have even less information than with property crimes.
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Table 1 Summary of fmdings in the extant literature
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? Back-ot-the-envelope calculations (Croatia)

* Using the costs calculated by Czabanski (2009) for Poland, the total direct
and indirect costs of violent crimes in Croatia is close to 1 billion HRK.

However, this estimate 1s far from precise.

* Lack of reliable data is a huge problem for estimating the crime costs
everywhere, but in Croatia even more so.
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Conclusion

* Calculating the monetary costs of crime is crucial from the policy

perspective.

* To ensure necessary conditions for these calculations/estimations are met, it
is of utmost importance that detailed micro-data is made available to the
researchers.

* Registry of offenders?

* Registry of victims?

(i | Cro
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