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Solutions to Homework 12

1. Moore, 6.9 (p.366). Thetotalcostof theGuru’s purchasesin 1985is

Item Quantity Price Cost
OliveOil 20pints $2.50/pint $50
Loincloth 2 $2.75/each $5.5
Atharva Veda 1 $10.95/each $10.95

$66.45

To find the fixed market basket Guru PriceIndex (1985=100)in 1995we calculatethe costof the
sameproductsandquantitiesin 1995(notethat the quantitiesthat the Guru purchasedin 1995are
irrelevantto thisproblem).

Item Quantity Price Cost
OliveOil 20pints $3.80/pint $76
Loincloth 2 $2.80/each $5.6
Atharva Veda 1 $12.95/each $12.95

$94.55
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2. Moore, 6.13 (p.373).

Weusetherelationship
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SothePontiacGTO gained$17,000- $12,203= $4,797(in 1989dollars)in realterms.

3. Moore, 6.16 (p.374).

Weusetherelationship
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Year Min. Wage CPI Min. Wagein 1955dollars
1955 1.00 26.8 1.00
1960 1.00 29.6 0.91
1965 1.25 31.5 1.06
1970 1.60 38.8 1.11
1975 2.10 53.8 1.05
1980 3.80 82.4 1.00
1985 3.35 107.6 0.83
1990 3.80 130.7 0.78
1995 4.25 152.4 0.75
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Althoughtheactualminimumwageincreased,afteradjustingfor inflation the“real” minimumwage
roseonly slightly at first andfell in recentyears.Thatmeans,it couldnotcatchupwith inflation.

4. Moore, 6.28 (p.383).

UNIFORM CRIME REPORTS

(a) This sourcecontainsdataon thenumberof index offensesreportedto city police,sheriffs and
Statepolice. Crime Index offensesaremurder and non-negligent manslaughter, forcible rape,
aggravated assault, burglary, larceny, motor vehicle theft and arson. This sourcealsocon-
tainsdataon crimesclearedby arrestandon characteristicsof personsarrestedfor all criminal
offenses.

(b) A possiblebiasof thesedatais the fact thatagenciesmayunderreportcrimesfor political rea-
sons.

(c) Every month,law enforcementagencies(city police,sheriffs andStatepolice)senda reportto
theFBI statingthenumberof index offenses.

(d) Thedatais collectedmonthly. Thereis alsoanannualreportsentby theagencies.

NATIONAL CRIME VICTIMIZA TION SURVEY

(a) Thissurvey measuresrape,robbery, assault,householdandpersonallarceny, burglaryandmotor
vehicletheft.

(b) Possiblebiasis thefactthatinterviewedpersonscanmisunderstandthedefinitionsof crimes,or
mayprefernot to declarebeingvictimsof certainkind of crimes.

(c) This data is obtained through a questionnaire. The information at the web site
http://census.gov/prod/2/gen/96statab/statab.html doesnot containmoredetails,however, you
may be interestedto know that this datasourceis basedon a nationalprobability sampleof
about50,000households.Personalandtelephoneinterviews areusedfor alternatecontacts.
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(d) Theinformationat thewebsitedoesnot containananswerto this question.You maybeinter-
estedto know thathouseholdsin thesampleareinterviewedevery6 monthsfor 3 yearsata rate
of 8,000householdspermonth.

5. Any reasonablesummarywill do.
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