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Why do more parents pick up their children
late from daycare after a financially-penaliz-
ing system has been established?”

Levitt studied the habits of bagel
thieves in Washington, D.C.-area. “A guy
approached me and said, ‘T've collected this
data for 20 years, and I've offered it to 50
economists, and they’ve all said no, but
I think you might be interested in it.””
The ‘guy’, or Paul F. as identified in
Freakonomics, is an MIT-trained economist
who quit his public-sector job to start a
simple business, delivering bagels and
donuts to more than 100 businesses in
office parks, selling them using a drop-box
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The ‘Freakonomics’of Cheating

Prof. Steven Levitt, the Alvin H. Baum
Professor in Economics at the University of
Chicago, brought a fresh perspective on
economics with his presentation at the 44th
session of the Rotman Integrative Thinking
Seminar Series on May 16. “I'm often intro-
duced as someone who calls himself an
economist, but never does anything that
other economists recognize as being about
economics,” says Levitt, the 2003 recipient
of the John Bates Clark Medal awarded by
the American Economics Association as an
outstanding economist under 40 in the
U.S. “I've always studied the questions I've
found interesting,” he says. Among them:

trying to catch elementary school teachers
cheating; sumo wrestlers and how they
cheat; and “the lowest of the low, what you
learn from bagel thieves in office parks in
Washington, D.C.”

Prof. Levitt’s research on cheating and
corruption served as the basis for his best-
selling book (co-authored with journalist
Stephen ]J. Dubner) Freakonomics: A Rogue
Hidden Side of
Everything. His anecdotal approach generates

Economist  Explores  the
a level of interest in his work — which he
defines as the study of incentives — that few
economists can claim. Levitt tackles moun-

tains of raw data to answer such questions as:

and collecting the unsold inventory and
cash sales at the end of each day. True to his
economist training, Paul tracked his sales
for two decades, revealing how much prod-
uct, and at which location, was paid for
under the honour system.

“This was a great way to start thinking
about white collar crime,” Levitt says. “What
are the influencers of when, what, and how
much people steal in an office environ-
ment?” Levitt’s conclusions about bagel
thieves: generally speaking, most people are
honest, as Paul F. collected 90 per cent of his
sales; theft increases coincide with holidays

that generate pressure to spend; since

September 11, the payment rate has spiked
two per cent; and telecom employees are
the worst culprits for not paying.

The CIA asked Levitt to use his
approach to catch terrorists. Although he is
working on it, he’s not confident he’ll suc-
ceed: “You really need to be 99.9999 per
cent accurate in separating out terrorists and
non-terrorists; probably impossible, but
these are the kinds of problems I like to
tackle.”
by Matthew Fox



