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Abstract

: The following research make a,detail analysis, to determine the socio-economic factors which are

\s) playing an important role in determining the crime rate. The objective of the researbh is to slee the

impact of, urbanization and unemployment on.total number of crimes, including theft, robbery,

burglary, cattle theft, murder, attempted murder, kidnapping, child lifting, dacoity and other thefts'

The two variables urbanization and unemployment are used as a control variables in may studies,

the present study has make use of the two variables as main independent variables. The following

research has also s'eenthe impact of urbanization and unemployment on major and'minor crimes

separately in'pakistan over the period 1980 to zol4.Augmented Dickey Fuller (ADF) test is used

to analyse the stationary properties of the data. In order to determine the long- run relationship

irmong the variables of interest, Johansen Co-integration and the Vectdr Error Correction Model

(yECM) are applied. The main findings of the research reveals that theie exist a n'bgative but

insignificant relationship between urbanization and crime rate. Unemployment, inflation and real

GDp are positively and significantly associated wittr- the irime rate. While a negative and a

significant relationship is found between education and the crime rate, in case of Pakistan'
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1. Introduction 
i

Crime rate have alwayq creatgd problems and distortions in every community throughout the

history of mankind. The history of crime is considered to be as old as the history of humanity. This

can be illustrated from the point that, Cain the first son of Adim and Eve was consideied to be as

the first person to commit crime when he inurder his brother Abel because ofjealousy. Crime rate

is responsible for creating a feeling of insecurity and discomfort for the people living in a specific

society because of the distortions created by crime. Crime rate is simply -the misbehavior or

offence, as it is'an employment of an act which is totally forbidden by law or other law enforcement

agencies (Gillani et a1,2008). There are different socio ecbnomic factors which are respoitsible for

the increase in the crime rate, economics 6f crim'e is relativ'ely new emergiirg fielh in order to

determine the causes and consequences of criminal activities in a specific society.

i
I

I

I

I

i

:

:
I:T\g'

According to Curzen, "A crime as an act or omission of human conduct harmful to others which

the state is bound to prevent. It renders the deviant person liable to punishment as a result of

proceedings initiated by the state organs assigned to ascertain the nature, the extent and the legal

consequences of that person's wrongness" Clark and Marshal (1952) wrote, "A crime is ariy act or

omission prohibited by public law for the protection of the public and punishable by state in a

judicial proceeding in its own name.'; Another definition was given by Tappau (1960), 'oA crime

is an instrumental act or omission in violation of the
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criminal law, committed without justification and sanctioned by the state .as 
felony or

,. :j

misdemeanor,,. Different theories have used the cost benefit analysis in order to explain the trends

in the criminal activities. The cost for the criminal activities includes the irirposition of penalty as

,,.
retribution for an offence'and also ttre time *trich the criminal is going to spend in jail. victims,

on the other hand may also face some cost in the iorm of security expenditures or sometime may

also loss the proPertY

j .i.

Different approaches were used to determine the economics of crime, which may differ from one

I

country to another. According to Alexandro's and Nikloaos (2010), there is a continuous increase

in the criminal or immoral activities in the western world as well as the developed nations

! 
mist consider them

throughout the globe. Keeping in view the cost and benefits of a person' econol

.i

as a rational person, who make the best possible decision keeping in mind their cost and benefits'

' ; l":i: "'' '-- ""-'''- i''"'':'!: ''

They choose the best possible ways by doing the "cost and benefit analysis" proposed by Becker

(196g)'of both the legal and the iltegal activities open to them. The major focused of economist is

to determine, main economic factors that determine the crime in societies (Kustepli and onel,

ZOO6).The appropriate action for the reduction and stopping cririies rate have become a major

issue foe every country (Nabila;2015).

There are significant difference in crime types, formation and crime rates ,of all developing and

developed countries. There are different factors which are responsible for the difference in the

. !i _, ..,

crime types, formation and rates like economic, social, regional, demographic features of the

.

country are responsible for the difference in crime types. These difference in crime types and crime

Ferenr discinles to focuses on,t i, area in order to resolve this issue.:a\ rates lead policy makers and different disciples to fo
e,'

As a result of developing world and globalization trends and advance information lechnologies,

crime types and especially economic crime types are getting moie diversified. In this scope, crime

1\
tlt
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does not inevitably mean causing damage or using violence against human. Economic crime

I ..,.t ,. ir .' -r' . " r'

should be remembered as'they cause damage to property raiher than human life. Accordingly,

theft, forgery, embezzlement, extortion, fraud, check and bond crimes, bribery, and online fraud
I

are the types of economic crime which are committed to property. (Tekeli and Gunsoy, 2013).

fnese significant social cost indicate that investig'ation and exploration on crime is considered
...:.,r_r.. -,..., .

among the most relevant and valuable area in economics. Furtherrnore, the economics addresses

issues beyond what is generally believed, work on economics of crime is generally consider among

','I

the beneficial and valuable area of research. Becker (1968) and Ehrlich (1973) were considered to
,. , i ,, ' , ,' *, r ).

be as the founder of the economics of crime. The work of Becker (1968) is considered as very

important for the economics of crime, and the main contribution and addition to understand the

. ii - 1- --cn^-i-- - /1r';:(.\ rr^ L^^ ^:-,^- ^ *^,l-l o-rl niht
economics is normally related to the work of Becker (1968). He has given a model ahd prbposed

that the individual is more likely to involve iri the crimina[ activity if the ekpectbd utility or the

3̂; 
in snm rha rrnlqrxrfirl anfiwates eiceerl th from the lawful activities.benefits attain from the unlawful activates elceed the benefits or utility

Every criminal who involve himself in the criminal activities may face some benefits but at the

same time cost in terms of peace enforcement. The two main determinants of cost are chances of

being caught and the torture faced if arrested: Similarly, theie are number of other factdrs which

are responsible for the increa'se in ttre ciiminil activities in the society, orit of all those factors

unemployment is considered as the most important. Ehrlich (1973) observed a positive association

between unemployment andcrime.'He reveled that unemployment is an indicator br it signals the

incomb opportunities from the lawful activities. When there is an increase is the unemployment

rate, people have now less opportunities in the legal sector'and ; p6rson will involve himself more

*€l:j 
in the illegal activities fither than legal sector activities. ' ' LI
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Abcording to the Becker (1968), a potential criminal is a person who make decision keeping in

mind the cost and benefit of the specific activity'

..some individuals become criminals because of the financial and other rewards from crime

..'-:.,,:-.i:,'-:....,,'.:.-'l..,.'

compare'd to legal work, taking account of the likelihood of apprehension and conviction' and the

severity of punishment" (Becker' 1968: 176)'

Urbanization may be considergd P,the,process 
of growth in the urban T"ut' 

urbanization is ?

the population of aplace may spillover
word for beggmjng more,like a city' When population grow'

) industrialization'
from city to nearby area. Theories of urbanization are generally related tc

speculation and economic deveropment. Urbanization may consider as thb reason of increase in

the indusiriar improvement or"expansion in the economy. urbanization on the other hand is also

providing different rabor market opportunities, increase the market of different goods and services,
'i

advancement in the'knowledge and also the high level of economic growth. This type of

)

development and improvement of the economy is herpfur for creating new better opportunities for

the people riving in urban arbas. Different economist have proposed, that for the development of

promoting the industrial growth urbanization iS very important (Jalil, 2010)'
the economY and

Urbanization may hive several advantages but still it has a drawback that is the encbura$eitrent of

crime, since the rate of crime is high in largd urban areas (Krivon & pelerson, 1996). In small farm

and simple areas, people know each other because of the lower population so criminals have more

chances of hiding themselves. The reversed is true for the urban areas. There are different factors

which are responsible for thi: increase in thb crime rater including social, ecbnomic, demographic

political and others. The main factors of crim'e are'considered as the fewbr aird less ihdurce of

conviction and recognition. (Glarser & sacerdore, r9i6) therefore it is gendrally believed that as

sion in the urbanization rate, crime rate in the economy also tends to increase

.t

s!
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The economic research ol crime examined that,regal activitles are pnmary motivated by the net

relative benefits of unlawfur activities. Along with different other researchers, Beckel (19681

pointed out that the criminals compares both the cost..and benefit of the legal and tne ttt;eat

activities. An individual can produce or create income both from the legar'sector activities and the

.i

illegar sector activities. consequently, the income eamed from the regar sectoractivities is the cost

. ' i ,'!,,' i "- :'-'.:'' ';''-""1:'"

of participating in the illlgal sector activities. (Block & Heineke,1975; E6ich' 1973)' Those

individuals have better opportunities in the legal sector activities are less likely to involve

themselves in the illegal sector activities. one of the main factor of these opportunities in the legal

sectbr activities is unemploymen! which may change or fluctuate over the business cycle- The

changes in the unemproyment rate effect the crime rate which is simply the addition of the different

criminal activities. When the rate of irnemployment i3 high in the eccinbmy, the net relative benefits

of the individuals working in the legal sector activities may go down on the margin'

In order to achieve the objective of the study Johansen co-integration technique is used' In order

An..a aotrhqf is rtset vers the period of
to empirical ly analyzethe objective the data set that is used in the research co'

r9g0 to zor4. The results of the empiricar analysis shows that there exist a negative but

insignificant relationship between urbanization and crime. Apositive and a significant relationship

is found between unemployment, real GDP, inflation and the crime rate' while a negative and

significant relationship is found between education and crime. As education enhances the
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opport,nities of the individual inthe legal sector activities, whichresults inthe decline of the crime

rate.

1.1 objectiv1 
1f 11: 

*l..arch

The main and foremost objectives of the study are as follows

To investigate the impact of urbanization and unemployment on total number of crimes in

,'
case of Pakistan.

rn qnrl rrnenrnlovme in case ofTo investigate the impact of urbanization and unemploymeht on major crimes

Pakistan.

To investigate the impact of urbanization ad unemployment on minor crimes in case of

Pakistan.

l..2Significance of the Research

Crime is act which is forbidd.l Uy law and is punishablb by the state. Different researcher's tried

to point out the main determinants of crime and also tried to examine the relationship between

crime and bther *:i9::9:no,,T1: y"'i.!Pt y$:r!.g: i.f:f*j *:|"*'iyq gfcrimrc, ulbanization'

unemployment, education, inflation, GDP, political instability, law and order, income inequality

are some of the factors which are effecting the crime rate. The significant impact of urbanization

and unemployment have beeh visualized separately as a control variable inlmany studies but the

presgn! 9tudy has taken 
t:^l"",yr"ables 

as main independent variables. So the present study will
:i.

take urbanization and unemployment as the main and major contributive independent variables

towards crime. one of the objective of the research is to see the long-term relationship b-etween

urbanization, un'employment and the total number of crimes including theft, robbery, muidei,

cattle theft, attempted murd6r, kidnapping, child iifting, burglary, dacoity and other'crimes ' As



the crime can be broadly divided into two main categories major and minor crimes depending on

:.,.,.1..,':r,.,.-.. 1 ,. -. . - .l '. ,': .' lt ' ..' -' -' :''ri::' ':'-" 
the swerity of the crime. Major crime includes the rhurder, attempted murder, kidnapping and the

'.:
-:i

ii,.,,.,,., . mrnor cnme include robbery, theft, cattle theft and other' After seeing the impact of urbanization

,,1:,' and unemployment on total number of crime, the present study then see the imilact of urbanizdtion

and unemployment on major and minor crime separately which has yet not be'en visualized in the

previous studies. present study will make use of the latest data set from 1980-2014'

1.3 Organization of the Research

The research will be further organized in the following manner. chapter 2 includes the review of

' 
hat is the situation

the previous studies,,chapter 3.will discuss thecrime scenario inPakistan' that wl

of crime in pakistan in past years. chapter 4 will focus on the data and methodology that will be

used in the research, chapler 5 will be about the findings and the empirical'results and finally

chapter 6 will discuss the conclusion and recommendation.l.7si

I

I
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2. Literature Review

2.llntroduction

A detail and complete literature on the different and important factor that lead the economy

. :,

towards crime are formally mention in this section. The following section reflects the important

issues that are related to the theoretical and empirical work in the area of the economics of crime,

deterrence and punishment. The models of rational behavior started appearing in 1960's, the first

and the foremost model was of Becker (1968). These models attempt at describing and predicting

human behavior concerning the issues related to the offence and crime. The first effort to study

crime from the economic point of view dated back tb the Eighteenth and Ninbteen century.

-i:.- -. ..-...,--i.i

2.2Review of the Empirical Studies

The relationship between income and the criminal activities was examine{ by Fleisher (1966)'

There are two possible ways by which income may affect the illegal activities, one iq the positive

demand side effect and the other is the negative supply side effect. According to the demand side

effect there is a decrease in the criminal activities when people have high income. The negative

supply side effect indicate that when there is increase in the income of the people, and people want

to get that money through illegal activities'

.;
The socio-economic determinants of crime in Pakistan were examined by Khan et al,(2011)' The

main aim and objective of the study was to investigate the impact of different ebonomic' social

and other factors which *. ,Jrporrriil. fo, the'increase in the crime"rate including education,

unemployment, poverty and the economic growth in Pakistan over the period 1972'2011'



Augmented Dickey Fulleq (ADF) test was used to empirically analyze the objective of the study.

The results of the empirical investigation shows a positive relationship between unemploiment

and crime. High rate of unemployment is responsible for the decrease in the retums in the legal

sector activities and it will increase the return in the unlawful activities. A negative and a

significant relationship was found between education and the crime rate. GDP per capita shows

positive association with ihe crime rate in the long run while a negative relationship was found in

the short run. Affluent areas have more oppo'rtunities in the form education, erirployment so more

criminals are attracted to these areas. i -

Tomrm et al, (2014) tried to examine the relationship between two economic variables including

unemployment and inflation and the crime rate over the period 1980'2014 in Nigeria. In order to

empirically analyzethe objective of the study and to check the stationery properties of the data

.,Augmented Dickey Fuller" test was used. In order to determine ih. long run relationship among

the variables of interest Johansen Co-integration test was applied. The empirical results shows that

''l:,

there is found to be a long run relationship between unemployment, inflation and crime. Therefore,

the study concludes that unemployment in Nigeria is responsible for the increase in the crime rate.

This was due to the fact that unemployment in Nigeria is an important factor that is responsible

for the income oppoitunities in the' ldgal sector activities. Therefore, when the rate of

unemployment goes up income opportunities'for the individuals in the ldgal sector goes down

which indicate the individual to involve in the unlawful activity.

Unemployment is considered as a very important determinant of crime- Thb relationship 
ltyt*

;

i\ unemployment and crime was examined by Blomuist & Wasterland (2013). Different researches

S)'

of the economics of crime focused solely on the determinants, and do not consider the dynamic

and cross sectional properties of their data. As a response to this, they tried to offer an in-depth

(I
$,
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analysis of the issue using data covering2l Swedish countries from 1975-2010' The PANIC

methodology of Bai and Ng (2004) was employed, which helps first to estimate and then to test

for unit root in both the idiosyncratic and commoir components of the data. This decomposition is

appropriate, because .ri*. rate usually exhibits both high variability without each region over

time. The results of the empirical analysis shows that unemploymerit is a very important

determinant of crime, with the increase in the unemployment crime rate also tends to increase.

s.--.,ii- .l .-' -. 1 ' * '': 
' 

; i t''

The relationship betrve.n .aurution and "ri-. 
was investigates by Tekeli and Gunsoy (2013) in

Turkey. The main goal of the study is to explain the association between crime and crime types

and educational level of people due to economic crime between the years of 1990-2011'

. !. I _'

Descriptive analysis was used in this study to investigate the relationship between age, material

i:I

statues, educational level and occupation and the crime types. They showed that crime rate had

been considered as a distortion in the society since people had started living as a community. For

that reason, societies have been trying to speciff the reason that make peopte involved in criminal

activities and to estimate those reasons. According to the empirical results a negative association

was found between education and the crime rate'

Tamayo et al. (2013) investigated the relationship between inflation and crime rate in the

:i. : i

philippines over the period 2003-2007. In order to check the stationary properties of the data, unit

root test was conducted, then for co-integration Granger Causality test was conducted. Empirical

findings reveal that the high rate of inllation was considered to be as one of the important factor

of the increase in the crime rate. Crime rate and the increasing. price level are found to be co-

integrated.

The rerationship between unemployment and theft crime was examined by Maddah (2013) in Iran

over the period 199T-2006. To empirically analyze the results, Generalize Method of Moment

s
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1.t

(GMM) estimator was gsed. According to the empirical res.ults lhere was found to be a positive

and a significant relationship between unemployment and crime in different categories. There are

also different others factors such as poverty and demographic characteristic which have influeirce

on peoples motivation to crime commitrnent of theft.

The relationship between.crime, deterrenpe and unemployment over the pbriod 1991-1998 was

examined by Saraidakis and Spengler (2012).In ordei to empirically analyze the results GMM
I:

estimator was used. According to the empirical results property crime are significantly deterred by

it

high clear up rates and there is also found to be positive relationship between unemployment and

the crime rate.

lzadi &pl6aee (2012)tried to determine the link between the income inequality and the crime rate

'ii'fr 
-- _' 

" 
I l

in Iran over the period 1984-2008. In order to empiricatly analyze the objective of the study

Unrestricted Error Correlation Model was employed. In order to examine the causality relationship

' ll;

Multi Rank F-test was used. The results of the empirical analysis shows a long run and a significant

relationship between income inequality and the property crime in Iran.
'il

Nunley et al. (2011) tried to explore the relationship between inflation, unemployment and the

stock market and the rate of burglary over the period 1980-2009. Different macroeconomic factors

are responsible forthe increase in the criminal activities. Three macroeconomic variables including

inflation, employment rate and the rate of return in the "Dow Jones Stock price index" are used

for the investigation. Tle four property crime which are used for the investigation are the larceny,

burglary, motor vehicle theft and the robbery. According to the empirical results there was found

to be a positive association between the three macroeconomic variables and the property crime.

-s.
r-.1 t

:l
19
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- According to some of the researchers unemployment was considered to be as the key factor which

was responsible for the increase in the'crime rate. Atlingdag (2011) tried to examine this

;=ir,:1,r,. 
relationship..In orderto,'achieve,the objeqtive.of the study,pountry leyel panel data from Europe

.: over the period lgg5-2003 was used. Data on the crime and police offtcers are obtained from

,,:, different sources. According to the empirical results there was fotnd to be a positive asSociation

between crime and unemployment. By using the oLS empirical results shows that when the

unemployment increase by one percent point the rate of crime increase by two per cent point' The

overall rate of unemployment may be divided into pe<iple employbd with the primei eiJucation and

the people employed with'the higher education. Unemployment of the individual with the low

level of the education is a significant determinant of crime.

,.:

Gillani et al, (2009) investigated the macro economic factors which are responsible for the increase

in the criminal activities in Pakistan over the period 1975-2007. The macro-economic factors

*frirt are responsibie for the increase in the crime rate include unemployment, poverty and

inflation. In order to check the stationary properties of the data "Augmented bi.tty Fuller" test

i\ i _' t,-

i* ur.d. In order to determine the long-run relationship among the variables of interest Johansen

Co-integration approach was used. According to the empirical results there was found to be a

.:
positive and a significant relationship between unemployment, poverty, inflation and the crime

Nigeria over the period 2002-2005 by using pooled dataset of Nigerian states. In order to

:"i

empirically analyze the results pooled ordinary least square and pooled EGLS was employed'

i

Crime and unemployment are considered as the most mention socioeconomic problems in recent
.:

:. .. .- ,,: ...,'i'-j;i'..i1. ... . " 'ii,." r';""': 1 " 'it'ti';: "''. ":""" - "'

times. The major ana muin findings of the paper are as follows. First, most of the Nigerians live

1\,

t
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below the poverty line,whiph is US$l per. dpy. Second, Conqqntptign of crimg is mixed in two

regions of Nigeria (North and South) and crime were more prevalent during the military

authorization regimes then civilian democracy. Third, there was found to be a significant and

positiv'e relation between income per capita and crime. Fourth, unemployment was negatively

related to all foqms of crime only statigtically sig4ificant with prime 4g4!4st propgrty'

The policy makers and the criminologist have now focused on the pblicies to prevent crime. Tang

(2009) use two macroeconomic variables including inflation and unemployment to examine the

relationship with crime in Malaysia over the period 1970-2006. Barlett Corrected trace test

l,i

proposed by Johansen (2002)was used for the small sample size. According to the empirical results

there was found to be a positive relationship between crime and the other macroeconomic variables

,'t
including unemployment and the inflation. This means that the two macroeconomic variables

unemployment and inflation are very important determinant of crime in Malaysia. The empirical

evidence shows that policy makers in Malaysia can reduce the crime rate by controlling these

macroeconomic factors- inflation and uriemployment.

., .i, 
!

Along with macroeconomic variables there are different other factors which are responsible for

the increase in the crime rate. Urbani zationis one of the demographic factor, which is an important

t:,. -,.. .. .. i,'.. ..,j,. ...:rr.,i ; ..-i.;ii.:.. i...... ... ...- .,.: . . . -:-'. :' .

determinant of crime. Jalil and Iqbal (2008) tried to examine the relationship betrveen urbanization
:

and crime in pakistan over the period 1963-2008. In order to achieve the objective of the study

:i

Johansen Co-integration approach was used. According to the empirical results long run

relationship was found between urtanization and crime. There are different other macroeconomic

'.:'.;:l::,L'ii"r''-"''''"'"

factors which are effecting the crime rate. The other main determinants of crime are inflation,

unemployment, education and the income inequality in Pakistan;

:'1

i:n
J
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Brush (ZOO7) examines the relationship between crime and one of the macroeconomic factor

income inequality. The data set that was used in the study to analyze the objective of the study

empirically qovers fte penpd lg94-Z0OO. In order to determine the effect of income inequality on

crime both the cross section and first difference approach are used in the United States. Results

shows that in cross section alralysis there was found to be a positive association between the

income inequality and the crime rate, while in the time series analysis a negative relationship was

found between the crime rate and income inequality.

Inflation is one of the important determinant of crime. When there is an increase in the price level,

real purchasing power of the individual go down and the people involve themselves in the illegal

sector activities in order to increase their earnings. Tang & Lean (2007) tried to investigate this

relationship over the period 1960-2005. In order to empirically analyze the objective of the study

modifies Wald (MALD) causality test was used. In order to determine the long run relationship

among the variables of interest ARDL bound test was used. The results of the empirical analysis

shows a positive relationship between inflation, unemployment and the crime rate. When the rate

of unemployment and inflation tends to increase, crime rate also goes up.

Entorfand Spengler (2005) tried to investigate that what are the different socioeconomic and

demographic factors which are'responsible for the increase in the crime rate in Germany over the

period 1975-1996. Data consist of the cross section of time derives from the German States to

empirically analyzethe results, Standard econometric technique was used to exploit both the time

series and cross section variation of the data. Demogaphic factors are considered as the main

determinant of crime. As fotrnd in the literature crime rate is high in highly urbanized areas.

Moreover, unemployment is also consider to be as the main determinant of crime.

t4
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Comer (2003) investigated.the relationship between Americans Underclass and crime. He tried to

discuss the possible cost and benefit that a person may face when participating in the illegal

activities. And to find the relationship between underclass and crime. More specifically the

relationship between income disparity in term of standard deviation of income and crime. To

empirically analyzethe rezults data set was obtained from the US Census Bureau and different

other sources. To determine the significant an ordinary least square time series analysis of the

crime was employed. Unemployment, inflation and poverty all have a positive relationship with

crime.

Lochner and Moretti (2001) examines the relationship between education and the crime arte.They

estimate the effect of education on participation in criminal activity accounting for endogeneity of

schooling. In order to determine the effect of education on the probability or the chances of arrest

US Census data for men was used. In order to empirically analyze the objective of the study

Ordinary Least Square was used. The empirical results shows that when there is an increase in the

education level, it will increase the opportunities in the future. Education is the source of high

earnings, so when there is an increase in the education level people are less likely to involve

themselves in the illegal sector because the opportunity cost is now high'

' rirrr i

Fajnzylber andLoayza(2ooo) examined what causes the violent crime over the period 1970'1994'

The panel data of international robbery and Homicide rate was used to empirically analyze the

'I

results for a sample of developing and developed countries. To empirically analyze the results

panel based GMM methodology was used. Empirical findings shows that there is found to be a

positive association between crime and income inequality, increase in the income inequality is

responsible for the increase in the crime rate.
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Montolio and Buonanno (2008) examined the socio economic determinants of crime acros's the

Spanish provinces over the period 1993-1999. To empirically andlyze the rdsults GMM-system

., ** employed, lmpirical,lgsults shows thpt thele was found to 
-b9 

a positive relationship between.

lagged crime rate and cleared up rates and all'types of reported crime. Both.the socio economic

and demographic variables are responsible for the increase in the crime rate. Property crime are

b'e6er explained by socio-economic factors. Wtrite demographic {'ariables are also important

determinants of criine. " . 1

According to different researchers unemployment is a very important determinant of crime. With

the increase in the unemployment, crime rate also tends to increase because with the high level of

unemployment people have low earning opportunities. Carmichael and Ward (2001) tried to
.,i;

investigate this relationship over the period 1989-1996.In order to achieve the objective of the

study country level data was employed. To empirically analyze the objective of the study OLS

method was used. According to the empirical results both youth and adult unemployment is

positively associated to the crime rate.

Lin (2003) tried to investigate the relationship between unemployment and the increasing number

of crime over the period 1974-200t0. The data used in the stud| include a panel of 49 U.S states.

In order to empirical ly atalyzethe objective of the study Ordinary Least Square and the 2-SLS

method was used. According to the results OLS may be helpful for understanding the effect of

unemployment on Crime rate because of the problem of endogeneity. Results shows that under

OLS, when the unemployment goes up by one per cent point the rate of property crime goes up by

1.8 per cent point. But under the method of 2-SLS the figure goes up by four per cent point.

Buonanno (2003) identiff the effect of education on crime for the twenty Italian regions. The data

set that was used in the study covers the period of 1980-1985. In order to empirically analyze the

.ir
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objective of the study five econometric techniques were used including OLS, fixed effect

estimator, random effect estimator, fixed effect estimator with time effect and the last technique

that was used is the random effect estimator with time effect. The results of the study shows that

there was found to be a strong relationship between education and crime. When there is an increase

in the education level, crime rate tends to decline beoause people have now better opportunities in

the legal sector activities.

Edmark (2005) examines the relationship betrveen unemployment and the property crime rate' In

order to empirically analyzethe objective of the study a panel of Swedish countries were used over

the period of lggg-1999. The econometric technique that was used in the research is the fixed

effect estimator. The results of the empirical analysis shows a positive and a significance

relationship between unemployment and the property crime rate including burglary, car theft and

bank theft. As unemployment is a very important determinant of illegal activities. lncrease in the

. 'rra.

unemployment rate is responsible for the increase in the criminal activities.

Goulas andZerl7oyianlt (2012) determines the relationship between economic growth and crime

rate. The objective of the research is to see how the rate of crime effect the economic growth' In

order to achieve the objective of the study panel of 25 countries over the period 199l-2007 wete

used. To empirically analyze the objective of the study pooled panel-GARCH model (Cermeno

and Grier, 2006)was used. The results ofthe study shows that crime rate is responsible for creating

hardships in the economy in bad economic times. The results of the empirical analysis also shows

that the growth of annual per capita GDP reduce between 0.49 and 0,62 per cent when the crime

rate increase by 10 Per cent Point.

Dutta and Husain (2009) tried to find out the key determinant of crime rate in case of India over

the period lggg-zo}S.In order to empirically analyzethe objective of the study the econometric

L7



technique that was used in the study is the fixed effect and the random effect model. The results

of the empirical analysis shows that high the level of conviction rate or the arrest rate results in the

higher level of crime rate; This situation reveals the fact that there is a need of reform in the

conviction system. Results of the empirical study shows that socio-economic determinants

including urbanization, inequality, police force, education are all important determinants of crime

rate in India. '

Inflation is one of the important determinant of crime. When there is an increase in the price level,

real purchasing power of the individual go down and the people involve themselves in the illegal

sector activities in order to increase their earnings. Tang & Lean (2007) tried to investigate this

relationship over the period 1960-2005. In order to empirically analyze the objective of the study

modifies Wald (MALD) causality test was used. In order to determine the long run relationship

among the variables of interest ARDL bound test was used. The results of the empirical analysis

shows a positive relationship between inflation, unemployment and the crime rate. When the rate

of unemployment and inflation tends to increase, crime rate also goes up.

2.3Conclusion

No single factor is responsible for high rate of crime rate in a specific society. There are number

of different factors which are important determinant of the crime rate, including social, political,

economic.and demographic. Different researchers ried to investigate the relationship between

crime and the other socio-economic factors which are important determinant of crime. As evident

fromthe literature mention above urbanization,unemployment, education, real GDP, inflation are

all important determinates of crime. From the above mention literature there is a strong evidence

that unemployment, inflation, GDP and urbanization are positively related to the crime rate' While

18



'.,,::r.. '-\sl€ is found to be negative rclationship between education and the crime rate; As education is

source of income opportunities in the legal sector activities. With the high level of education they

,' have high chance to get better emplolment opportunities.

3
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3. Crime Scenario in Pakistan

3.lPakistan Status in the World in Crime

Throughout the world different researchers tried to study the determinants of crime. one can easily

draw a clear picture that no part of the world is free from the illegat activities. criminal or the

illegal activities are creating distortions in all parts of the world, either developed or the developing

countries no one is safe from the criminal activities. However, the issue of the criminal activities

is becoming more problematic in the least developing countries especially in Pakistan' where

according to the crime statistics a large increase is reported in the criminal activities' Different

social, economic, political and demographic factors are responsible for the vast increase in the

criminal activities. Including the high rate of unemployment, increase in the price of basic

necessities of life including food and raw material, when the income is not equally distributed

between the rich and the poor, migration from scattered areas towards the highly populated areas

and the low level of educdtion. It is not morally good to say that only specific group of people

having low levels of education or having low employment opportunities are involved in the

criminal activities, but a large iiumber of people having better living opportunities are also seen to

be involved in the criminal activities.

,.,....'
The following section will give a detail picture of crime in Pakistan and the crime rate in the other

counfiies of the world. Table I shows the crime rate of the developed and the developing countries

of the world including pakistan. Three countries which ranked at the top among the world are

United States, Germany and the United Kingdom. Pakistan position in the ranking of crime among

the world is 23'd. *t.r"u, fnaiu i, at 10ft number'



' 'I "Table3;l

Total Crime by CountrY

Rank Country
Total
Crime

Rank Country Total Crime

I United States 23677801 l0 India 1764629

2 Ger-many 6264723 19 Finland 530280

3 United Kingdom 5170830
.: ..... .

20 Denmark 504240

4 France 3771849 22 New Zealand 427231

5 South Africa 3422740 23 Pakistan 417846*

6 Russia 2952371 37 Greece, 102780

7 Canada 2475521 40 Ireland 81274

8 Japan 2443470 50"' Moldova 38267

9 Italy 220s780 Pakistan 538048**

Note: The following table show the total number of crime in the different countries of the

world. " j

*1999 Figure, **2007
t

Source: seventh united nation survey of crime trends and operation of criminal justice system, Bureaue of

police research, Ministry.gf.i{erior Islamabad. 
i

3.2Crime in Pakistan

According to the crime statistics of Pakistan, Pakistan has experienced a large increase in the crime

rate like several other developed and developing countries in the woild. It is not right to say that

one cause or factor is responsible for the increase in the.crime rate. Crime is complex in nature.

Different cultures have different definition of.crime, as the time changes the definition of crime

also changes. There are number of factors which are contributing towards crime including the need

or want for money, when people move from one place to another, sometimes having low level of

:i

education may also'be the cause of the. crime rate. From the economic point of view

\ - ^ 
,1 ., r -r---t-^-+^ ^f ^-i# unemployment, inflation, income inequality, GDP are some of the main determinants of crime.
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Criminal activities are not restricted to some specific grouP' having low level of resources or

having low employment opportunities. But many well of people are also seen to be involved in

the criminar activities; These people are,exploiting othersrby misusing there powers with the

intension to attain more money either through the legat or the illegal means'

rals are *ing more systematic ways to involve themselves in the criminal

activities and many of them arso attain the support of erite class. The Government of Pakistan is

taking different steps to overcome this issue. Different policy makers and many other law

enforcement agencies are also contributing to resolve this issue. For example, different surveys ile

tt 
: "'

conducted in the areas where the rate of crime tends to be high then in order to completely remove

or either reduce the rate of crime. Different crime prevention steps are taken in those areas in order

' ;lt-- 
j

to overcome the problem. (Gillani et a1,2008)'

The situation of crime in pakistan shows that the country is facirrg many disorders like there is no

proper law and order situation, backwardness and different instabilities eittrei economic or

political. pakistan is facing a large numberof illegal activities like kidnapping, theft, child lifting

:.! l'.,"..' i-...t',..,.' : i: i I

and other street crimes. with the passage of time crime rate is increasing even different precautrons

are taken to control these illegal activities. The higher and increased level of criminal activities are

creating stress, distortions and discomforts in the society. Due to such circumstances different

investors either foreign o1 
$omestic 

are facing different problems (Gillani, 2009)' In such

,.1

circumstances it may be very difficurt for the new investors to start a new project, because thcre is

risk that they may not get the returns bebause of the criminal activities. The criminal and the

unlawful activities are adversely affecting the interest of investors dnd businessman' Unlawful and

iliegal activities always attract the criminals. There riray be number of factors which are
#
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responsible for the increase in the criminal activities like social, economic, cultural and even the

demographic factori are responsible for the criminal activities.

The following table shows the total populationand the total number of crime in Pakistan from the

period 1951. The total number of crimes that were reported in the year l95l were 76519. As with

-,, ... .. .:,. .. . ..: ., ,....,

ilie inirease in the poprtiti'on'the brime ritetalSo'tends to increase, and the total number of crime
.t

reached to 167032 in the period 1976. According to the figures mention iir ttre table Pakistan

experience 
: 

,.rt. 
*lTrease 

in ,.nt 
:n.. 

rate with *: 
:n*:. 

in the population, time and manv

Table-3.2.

'' i: 
Crime change in Pakistan

Year
Population
(Total) /

Crime
(Total)

Crime growth
(%)

Crime (per 10,000
population )

1951 33.82 76519 226

1958 38.12 81124 6.02 2t2
1961 42.97 79900 -1.51 185

'1966'" !,5r1i98- t'93633', ,t,lr7:19 180

t97t 62.88 129679 38.5 206

t976 72.12 167032 28.8 228

1981 83.84 152782 -8.53 215

1986 97.67 220035 44.02 248

1991 112.61 403078
. 

83.19 2s7

1998 133.61 431854 7.14 323

2000 t39.76 ".,.388909,, 'aa,. r.,rrr=9.94 278

2003 r49.03 400680 3.03 267

2005 rs3.96 4s3264 13.12 294

2007 158.r7 s38048 18.71 340

2009 162.34 616227 t4.53 376

20tt 165.87 673750 16.88 404

Note: The Following table shows the total population of Pakistan, and show that the rate of
crime is increasing with the increaSe in.the population and the unemployment rate. The table

also shows the growth of the crime rate in different years of Pakistan.

''' 
I

Note: Bureau of Police Research and Development Islamabad, 2011.
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,t,. The figr,es mention in table ,3.2'gpve a clear picture of the fact that with the increase in the

population level from 1960's the crime rate is also showing an increasing tend. Which is also

t.

it;*-.,:, rnention in different literatures that increase in the population{evel is responsible for the increase

in the criminal activities in both the developing and the developed counties. The situation is worse

in case ofpakistan, where a larger nurrber of people are moving from rtral to urban areas in search

of better opporttrnities, but there is a lack of planning. The above table shows ttrat crime rate per

10,000 inhabitants in 1g5l and lgg6 was 248. And the situation become even worse in 2009 and

2011 when the crime rate goes to 376 and 404.

As from the above mention discussion it is clear that there is a need for different polices to reduce

the problem of crime. prevention of the criminal activities is very important for the development

:-... ,.,i,1,
*d ,*p*rion of the r*nory. There is a need to develop new emplolment opportunities not only

in the,rban areas but also in the small rural areas, to reduce the btrden of high level of population

F,

in the large cities.
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Chapter 4 -

4. Data and Research MethodologY

4.llntroduction

The objective of the following research is to examine howthe urbanization and unemployment are

effecting the total number of crime. And also to see the impact of urbanization and unemployment

on major and minor crimes separately in Pakistan. And to see what are the other factors which are

responsible for the increase in the crime rate in Pakistan. In order to empirically analyze the

bbjective ofthe study, Johansen Co-integration technique is used over the period 1980-2014. The

following section will give a detail picture of the econometric model and the explanation of the

econometric technique.

4.2Model Specification

For understanding the objective of the research more clearly and to analyze the impact of

urbanization which is a demqgraphic variables and the other economic variable which is the

unemployment on the total number of crimes and the major and minor crimes separately the study

wilt make.usp of thg gqqg.ml rrtqdel of 9o-st bgqefij 44ysis of Becker (1968).

4.2.1 Theoretical Framework

Beccaria (1767) laid the foundation of the economics of crime. After Beccaria (1767) essay of

"crime and punishmenf'by Dostoevsky (1866) become the source of interest formany researchers

for the economics of crime.

Becker (1968) and EMich (1973) were considered as the founders of the economics of crime. The

main and foremost conffibution on the economics of crime and the iltegal activities were normally
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. related to the two main kno*n researcheis Becker (1968) and Ehrlich (1973). Becker (1968)

presented a model and cite evidence in support that a person will involve himself in the illegal

'' ' -:"i' ' ' '' -.l:''::';' 't;ti;ities 
if the utility oi the benefit auiin ftoni the criminal or the illegal activities exceeds the

:, benefit or the utility attain from the legal sector activities. Criminals who are taking an active part

in the illegal activities face some benefits either physical or psychological but along with these

benefit, they also face Some cost in terms of peace enfofcement. There are two main determinants

of cost one is the probability or thb chindes of being caught or arresled irnd the otlier is the

punishment or the tortuie face if arrested:,No single factor is respohsible for the increase in ihe

crime rate; there are number of social-econoinic factoi whibh are responsibie for the increase in

the crime rate. Unemployment is one of the macro-economic factor which is a very important

detbrminant: of crime:''lgiotilh (1973) :6bCerved'a:positiVe'relatiiinihip between irime dnd

unemployment. He proposed that unemployment is a key factor which.is respbnsible for the

increase in the criminal activities because unemployment is responsible for the income

opportunities in the lawful activiti(is. So, when the rate'of unemployment is high, iirdividuais are

more likely tb involvii thdriiselvei in'the unlarvful activities rather'than the legal seCtor activities.

Theories about the determinants of the criminal activities may differ. People may involve

themselves in the criminal activities either they are habitual of doing so or some other reasons like

.::';
family upbringing or the disrespect to the society. Becker (1968) proposed thdt individual will

involve himself in the criminal activities if the possibility of conviction is there. If the probability

of convection or the amount of punishment increase for the criminais, t..iing all other variables

constant, it will decrease the amount of crime committed by the criminals. In order to understand

the objective of the study more clearly, the approach here follows the usual analysis cost and

benefit proposed by Becker (1968). Becker (1963) froposed that a person is more likely to involve

t
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himself in any activity which is against the law vihen the utility attain from such activities iire more

than the utility attain from some legal sector activities. Similarly some individuals involve

themselves in the criminal activities not because there motivation differ from that of the other
I
t

individual, but because thele is difference in the cost and benefit theY attain. 
,

, The model presented by Becker (1968) include some social cost of irime, the'cost of punishment

or fear that something bad will happen and the supply of offence. According to the model of Beckbr

(196g) amount of crime committed by an individual 05 is a function of chances or the probability

of arrest, the amount of punishment that the individual may face if arrested that is fi and the other

variables ui This can be shown in the following equation'

Q: Q@i,fi'')

Since only those individual are punished who are arrested, because of this there is some

discrimination as some criminals are punished and some are not, or some time they may face severe

punishment if arrested and some are free from this. When the amount of punishment increase for

the criminals this will discourage them to involve in the criminal activities because now the utility

attain from the criminal activities decline, and the probability of paying the high price has now

increased.

' oej =#=o

The above two are the generally accepted restrictions. Changes in other factors which are included

in the Uj can be predicted or anticipated. For example, when there is an increase in the income

'!'li':

.-tg
t
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which the individual can attain from the legal sector activities or there is.dn increase in the

education lwel will cul l};e-mgtivltion to,qarti:ip.Ie in the unllvrtul Tli1iJies, 
and thlls number of

crime committed will decline. The number of crime committed by the crimin'als will also decline

when there is a change in the fgrm qf punishment, like when the punishment is change from paying

fine to imprisonment. Criminals are unable to take part in any illegal activities when they are in

jail.
.I

This approach can also be interpreted in some other way. When there is an increase in the
i' ;i*,

probability of conviction but at the same time the amount of punishment facd if arrested decline

by the same amount, it will change the expected utility but will not change the expected income

from an illegal activity. The total number of crime committed.is simply the sum of all the amount

.:
of crime committed ihat is the sum of Oj and depend on the set of pj, t and uj. Alternatively,

because of the difference in the age, education, previous crime history, wealth and many other

fabtors, variables may likely to differ from perbon to person; For simplicity we consider the average

value of p, f and u for the market offence function.

Both the market offence

properties.

O:OG,f,u)

function and.the individual"offence function assume to have the same

r_ |
dL,r
;:
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4.2.2 Econometric Model

Based on above theoretical discussion the foltowing base line model should be empirically tested

to achieve the objective of the study that is to see a long run relationship between urbanization,

unemployment and total, major and minor crimes of Pakistan.

TCt= po+ pruNPt + pzURBj + prINFt + prEDUt + psRGDPt * Pt

MJCI= po+ prUNPt + pzURBl + prINFt + ftEDUt + psRGDPt * Pt

MNCI= po+ prUNPt + pzURBl + prINFt + prEDUt + psRGDPt * Pt

o TCt=Total Crime (crime per 10,000 inhabitants )

. MJCt:Major Crime (crime per 10,000 inhabitants)

o MNCFMinor Crime (crime per 10,000 inhabitants)

i-- o UNP = Unemployment (% of total labor force)

N
\ o EDU : Education expenditures (as a percentage of government expenditures)

G\. o INF= Inflation (CPD

i o RGDP: real GDP
l\-

o URB: population in the largest city (% of urban population)

o p: Error Term

o t: time period 1980-2014

p0: lntercept term;

4.2.3 Justification of the Variables

All the variables that are used in the study are of great importance, and are important determinant

of crime rate. All the variables are playing a vital role in order to achieve the objective of the study

aj
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that is to see the impact of urbanization and unemployment on total, major and minor crimes in

t.,,..CaSeOfpakiStan. ..,i,r:...i- ..... .j. . -,. . .. . '

.Crime 
i: 

;

The main dependent variables that is used in the research is the total number of crimes which is

further divided into two'categories major crime including murder, attempted murder, kidnapiling

and the minor crimes including robbery, burglary, cattle theft and.other. 'In order to achieve the

objective of the study, it covers the period 1980-2014. ln our study we use ,the number of crime

per 10,000 inhabitants

total crimes x 10,000Crime per 10,000 persons = totalpoPulation

The independent variable that are used in the study are urbanization, unemployment, GDP,

inflation and education. The independent variables ire also collected for the same time (1980-

2014). Construction of these variatles are given below'

o Urbanization

One of the independent variable that is used in the study is the Urbanization rate. The rate of
,t

urbanization indicate the population in the largest city (% of urban population). Different"
i ..t ,,', .',.. " " r'' '''

researchers suggest that urbani zationis the key factor which is responsible for the development of

the economy and increase in industrialization. Though urbanization is beneficial for the economy

but it is also creating harm to the society like the increase in the crime rate, (Krivo& Peterson,

1996). Large number of people move from rural to urban areas for the search of better living

opportunities, but due to the limited opportunities available in the urban areas it is impossible to

make every one satisfied. Because of the limited opportunities people try to attain a better living

30
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standard either through the legal or the illegal sector activities. In contrast to rural areas' there are

less chances of criminal activities because of the low level of population, people know each other

and there are less chances for the criminals to hide themselves. The main factors which are

effecting the crime rate in.urban areas are the possibilities of arrest (Glarser & Sacerdote,1996).

. Unemployment

Becker (196g) proposed that potential criminal will compare the cost and benefit of commiuing

crime. Individuals can generate income either from the legal sector activities or the illegal sector

activities. Therefore, income that is earned in one of these sector either legal or illegal is the cost

of participating in the other..sector activities (Block, 2004: Heineke, 1975: Ehrlich, 1973).

Individuals are less likely to involve themselves in the criminal activities, when they have better

ctrrent and futue labor market opportunities.

Unemployment is one of the determinant of these opportunities in the labor market, when the rate

of unemployment goes up the opportunities in the legal sector actives diminishes, increasing the

crime rate in the economy (Atlindag, 2Ol2). The data set that is used in the study is the percentage

of total labor force that is unemployed.

o Inflation

The high prices of goods and services are responsible for a decrease in the purchasing ability of

the individual in the market. Camion (2008) proposed that some people might involve themselves

in the unlawful activities just to survive that is, there is possible increase in the criminal activities

due to combined increase of rice,price or some other basic goods and services. Mark Easton

proposed that crime increases by 0.026% when inflation increase by l%. Real income of the

individual decreases when there is an increase in the price level, which will reduce the purchasing

t
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ability of the individuals living in the low income group. This situation force them to involve them

';r,,1 in the unlawful activitiesto'maintairi their living standard3 either by legal or illegal activities.

., . (Gillani et al, 200g). Consumer price index is used in the following research to see the relationship

.:

between inflation and the crime rate.

. Education:.... , ... ::

Higher level of the education and training increase the ability and skills of the people which help

them to attain betterjob opportunities in the legal sector market, Higher levelof education not only

increase the return in the legal sector but also increase the opportunity cost of the illegal activities.

Comer (2003) proposed that education enables.the.individuals to increase,the-resources in the legal

sector activities. If a person is more educated, then the individual has more jdb opportunities in the

legal sector activities. Hence, education enables the individual to eam more income from the lawful

activities. There is found to be a close relationship between education arld crime, as the educational

level increases, crime rate significantly goes down. The variable set that is use"d in thd study is the

education expenditures that is the percentage of government expenditures,

::

. Gross Domestic Product r

GDp represent the monetary value of all goods and services produced within a nations geographic

borders over a specified period of time. Increase in the Gross Domestic Product (GDP) improves

the wellbeing of the citizen,reduce.the unemployment rate to some extent, reduce poverty rate and

many.other negative factors will experience a downward growth. But in case of less developed

countries, where there is poor govemance or other instabilities either economic, political or cultural

increase in the GDp may also cause to increase the rate of crime. Because now people want to get

that money through illegal means from the one who have high incbme.

\l
J"
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Table 4.2.3
-:l

Expected relationship among variables

A.3DataSources

. Total six (6) variables are being utilize as a part of the present study (Crime, urbanization,

education, unemployment, inflation and GDP). The present study is'based on time series data' for

the period lgg0-2014. Data for the above mention variables are taken from different sources. The

.,1

data for all the reported crime are taken from the Pakistan Bureau of Stdtistics over the period

1980-2014 which include murders, kidnapping, robbery, theft, attempted murder, burglaries etc'

Data set for the education expenditures, unemployment, urbanization and real GDP are taken from

the various sources of economic survey.'

ti"

Dependent Variable: Crime

Relevant.Studies

Jalil (2008), Gumus (2008)

Saraidakis & SP'emglet (2012),

Blomquist &, Wasterland
Unemployment

Tomrm et al. (2014), TamaYo

et al. (2013)

Nunmey et al.'(2011)

Bell et al. (2015), Khan et al.

(2011)

Note: The table shows the expected results of the he variables of interOst, along with
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4.4Analytical Tools

. The key objective of the research is to investigate a long run relationship befween urbanization,

h".'illi ' 
unemployment and total number of crime. And also to see the impact of urbanization and

:

unemployment on major and minor crime separately in case of Pakistan over the period 1980-

, , -. ,,,,. 2A14. In order.to accomplish the aim and objectivp of the Study, the nrost helpful estimation

technique in this regard are Johansen and Juselius co-integration and vector Error Conelation

model (VECM). In order to see the long run relationship among the variables of interest one should

passthrough different test required for the analysis'

4.4.1 Test of StationarY

In time series data stationary of the series of variables is a desirable propertj'. In order to see the

stationary of the variables of interest "Augmented Dickey Fuller (ADF) Unit root test" will be

used, established by Di.ckey & Fuller n rg7g. They, proposed this test to check whether the

variables are stationary or they follow a random walk. Stationary of series of variables is checked

firstly at level, then at first,difference.

ADF has the following hYPotheses

I

Null hypotheseS IIo: f="0;'Vafiable'xt is Non-Stationary

Alternate Hypothesis Hl: Y < 0; Variable xt is Stationary

If the calculated value is less thdn the criticai value we will reject the null hypotheses of non-

stationary in data in favor of the altemative hypotheses of stationary of data. However, the

acceptance of the null hypotheses, would rirean that the series is non-stiationary at level and
j!i

dal
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required to be differeht to make it stationary. The following equation shows the mathematical form

,:
of ADF.

AYs a,.as + Pr + (P - !)Ytt * t-t

A referred as first difference operator, rr show the variable whose stationary will be checked, co

referred as intercept term, lineir time trend is shown by I, the lag value of the variable is shown

by rt-r and ttdepict the error term with mean zero and variance constant. The null hypothesis of

ADF unit root test shows the non-stationary of the variable. If 6:0 i-e p:1 then in this case series

will be non-stationary depicting that null,hypothesis is accepted.

4.4.2 Selection of Lag Length

After making all variables stationary we move foiward to the second step of airalysis of co-

integration that is the selection of an appropriatb lag tength. The framework of the unrestricted

vector Autoregr.essive (vAR),is used for the selection of the appropriate lag,length. Two criteria

in this regard will help in the lag lehgth selection. one is the Akaike Information criterion (AIC)

and second is the Schwarz Information Criterion (SIC). Selection of lag length is based on the

smallest value shown bY AIC or SIC'

4.4.3 Test of Co-integration

I,u

The concept of,co-integrationwas initially giveq by.the Angel and Granger in 1987' This concept

says that if variables are non-stationary at level, it is /(0) it means it is stationary atfirst difference

i-e /(l) then stochastic trends will be shown by them and their linear combination will be stationary

at level i-e / (0) then variables are said to be co-integrated means movement of variables shows

existence of long run rel4tionship. Furthermore, ifone,no!-$tationary, series is regressed on another



.i,',.,

^ non-stationary series it will lead to the spurious regression. Based on the flaws or shortcomings in
.:.-'.!.-.'---. ----: ..., .. .., ,. . ..;.,, - -.. .. . . I .. .. .

a.1. ... . 
.

the Angel and Granger co-integration technique, the Johnson and Juselius prit forward their co-

r.. integration technique in 1990 which is popular by their name Johnson and Jus'elius co-integration
.:

technique. Like every other time series estimation technique this estimation technique proposed

I by Johnson and Juselius has two pre-requites which are about the;
,:.

- order preferably one means'all variable should be preferably stationary at fiist difference.

2. Lag Length Selection: lag length must be specifidd. : . I

Johnson and Juselius co-integration technique is based on outline of Vector Autoregtessive

(VAR),moilel. This co-integration technique helf to provide'and figure out the number of cb-

integrating veclors in the pre'sent study and also provide the long term relationship between crime

and other independent variables that are urbanization, unemployment, inflation, .GDP and

\G( education. This technique work by two tests Trace Test'iurd Mdximum Eigen Value Test.

Tracetest: : ! '

. This test tells about the existence of co-integration in the model. It works with the acceptance and

rejection of its null hypothesis.'For Trace test both nirll hypothesis and altemative hypothediS are

as follows;

Ho: r = 0, shows no co-integtating vector

Hr: r I 0, shows co-integrating vector

If the probability value is'less than equal to 0.05 we reject the null hypothesis so it means there is

co-integrating vector. Means if at "nonel'the probability value is less than 0.05 then it means there

exists the co-integrating vector at 5oh level of significance

Maximum Eigen Value Test:

$



For'finding the number of co-integrating vector we move to Maximum Eigen Value TeSt.

Hr: r 
..2 1,thgt it on".ql,TgT than one co-integrating yec,:i 

:-l

Criteria for acceptance and rejection of null hypothesis are same. If the probability value is less

than equal to 0:05 we reject thp null hypothesis. Suppose that at none if the probability value is

less than 0.05 we will reject the null hypothesis so there will be one or more than one co-integrating

vector at5o/o level of significance.

It these two tests can give altemative results from each other than results of Maximum Eigen Value

Test will be preferred over Trace Test.

4,4.4 Vector Error Correction Model (VECM)

After analyzing the existence ofthe co-integtating vector, the estimation will be further preceded

by thc Vector Enor Correction Model (VECM). It depicts about the long term association between

relevant variables. It is always run in difference form. To run the Vector foq, Correction Model

(VECM) two necessary conditions are required;

At least one co-integrating equation must exist among the relevant variables.

All variables must be integrated of same order preferably one. 
I

Vector Error Correction Model (VECM) gives information about the stability of variables in long

${ In thig ,1nodgf thg ,qLrgl .cor.r9.cli9n !9rm $gnictq ]tr.q. Pe,ry9ryag:,"9{. :rrof 9on99tion each vear

due to the any kind of long term disequilibrium. It is used to correct the error each year means it

shows that how much error is being corrected each year. In other words to eliminate the. error

completely, how much time it will take.

i\

l.
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vector Error Correction Model (VECM) must possess two most important properties for the t

statistics of error colTection tenn:

l. t statistics must be negative. '

2. t statistics or t value must be significant i-e it must be greater than l.6j

VBCtrl fo, ihe pr"..nt stuiy is expredsed # follbws for the total crime, majo3 ciimes and minor

crimes in case of Pakistan s . .

ALTC : po +![=1fu ALURBT-: + Xl=r B2 AUNPT-.;+ X[=r 93 ALRGDPT;+ f,[=, Fg AEDU +

X[=, P, AGPI + et

ALMJC = po +f,[=1 h ALURBT-.i + Xl=r B2 AUNPtl+ X[=. 93 ALRGDPT-.;+ f,[=, Fs AEDU +

,::

X[=, F, AcPI + et

ALMNC: Bo +Xt=r h ALURBT-: + XL=r p2 AUNPT-.;+ X[=, 93 ALRGDPT-:+ l[-, B3 AEDU +

1.-,. :.r' lil

X[=, F. AGPI + e,

Whereas;

The first difference operator is shown by A. Natural log of Crime is LTC, natural log of major

crime is LMJC, natural log of minor crime is LMNC, LURB shows the natural log of population

in the largest city, p.pgr referred as the education expenditures as the percentage of govemment

expenditures and LRGDP depict the natural log of real GDP, CPI represent price index and UNP

referred to as unemployment that is percentage of the total labor force'

Methodolory Section of the Current Study

I

l-'
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The above mention chart help to summarize the econometric analysis of the research. Where the

first step is to check the stationary of all the variables of interest, for this Augmented Dickey Fuller

(ADF) test is applied. If all the variables are integrated at same order then we move to the next

step that is the Johansen Co-iqtegration approach, for the unique and long run relationship among

the variables of interest. r{the co-integration does exist then the appropriate econometric technique

is Vector Error Correction Model (VECM), and if there is no co-integration among the variables

of interest then we move towards the unrestricted VAR'

39



:J

5. Results and InterPretations

Ihe fouowing qhaptgr gf 1!re study will {9a! with the intgrpretation and detail discussioir of thq

results and possible justification of the computed resultsl The key objective of the research is to

determine the impact of urbanization and unemployment on total number of crime, major crimes

including the murder, attempted murder and minor crimes including the burglary, robbery, cattle

theft and other theft and other socio economic variables in Pakistan over the period 1980-2014'

Johnson and Juselius co-integration and Vector Error Correction Model (VECM) are used to

determine the long run ielationship among the variables of interest'

\ S.2DescriPtive AnalYsis
.-I
-a

Table 5.2

Descriptive AnhlYsis

iro'

0.1832333.338747

0.t12021

0.3019320.221401

3.13710.01956

2.9141353.777106
26.2189224.95432

Note: The table shows the descriptive analysis for the all the variables of interest' Both

tftr M.* values and the standard deviation are given in the following table.
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Before discussing the detail analysis of the actual results drawn from the application of the ab'ove

suggested estimation technique the brief descriptive analysis would be demonstrated in the above

.table. The. mealr yalue. qf,thg crimg. rgtg p9r 10,000 lnh4bit4ntq is 3.338741 ** the standard

deviation 0.183233 and having the ma;<imum and minimum values 3.018227 and 3.658291. The

,I

mean value of major crimes per 10,000 inhabitants is 0.8096 with tha standdrd deviation 0-1120

and the minimum and the maximum value 0.6370 and 1.0405. The mean value of minor crime per

10,000 inhabitants is 0.6595 having standard deviation O.22l4and the minimum and the mdximum

value for the minoi crimes are 0.30i9i32 and.O.lO22. Urbanization rate which is the'main

independent variable has the mean value of l.lOOZg with the standard deviatioir of O.OtgSO ana

minimum and maximum values 3.O756}and 3.137106. The other niain independent variable is the

unemployment rate whbre 5.024286 is the mean value of unemployment witti the standard

deviation 1.47948, and minimum and maximum values 2.60000 and 7.80000. The other control

variable that are us6d in the study are'inflation rate, real GDP and education that is the higher

education. The mean valtie of inflation rate is 8:567386 with the standard deviation 3'.777106 dnd

the minimum and morimum values 2.914135 and 20.28612. The mean value of real GDP is

24.95432 with the standard deviation 0.705349 and the minimum and maxirhum"values arE

23.88831 and26.2lSg2.Theothercontrol variable is educationhavingthe meanvalue of2.363341

with the standard deviation 0.445941rind the minimum and maximum values are 1.064150 and

5.3 Results of Stationary

,;.,, The stationary test of Augmented dickey-fuller (ADF) unit root test for all variables incorporated
ot

in the study will be highlighted in table 5.3.

4L



.";.;.:- ..1qpp has the following hy-po-thesgs
': .'" , .-,:-..

;,,:'. Ho: Y = 0; Variables are Non-stationary

l'i :'

Hl: Y< 0; Variables are Stationary

.t.'
:-;.,::''1::'. '"'' ' ," ::':: ' ' ". :' : - :r.:- r '.

The ntrll hypotheses of non-stationary in datawill be rejected in favor of the alternative hypotheses

that is the stationary of the data if the calculated value is less than the critical value. However, if

the null hypotheses is accepted it would mean that the series is non-stationary at level and there is

aneedtomakeitstationary.ThefollowingtableshowstheresultsoftheADFtest.

Furthermore, it is one of pre-iequite for any time series estimation technique that all variables

which are the part of the study must be integrated of sarne order in which preference is given to

one.:

i

!

g.t

a:\*
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Table 5.3

Augmented Dickey Fuller (ADF) Unit Root Tests

Variables Level lst Diffefence Conclusion

TC
I

r(l)
-0.5395 0.0001

MJC
-1.816684 -5.158602

r( 1)
-0.3664 -0.0002

MNC
-1.315891 -6.370816

r(l)
-0.6108 0.0000

URB
-t.8764 -3.3402 (l)
-0.3383 -0.0215

UNP
-1.56621 -5.34687

r(l)
-0.488s -0.0001

RGDP
0.s4987, -5.49ss4i

(1)
-0.986 -0.0001

EDU
0.1084 -6.31097

, I(l)
-0.9618 0.0000

INF
-2.79724 -7.010462 (l)

Note: The following table shows the all the variables including the dependent and the

independent are stationary at first difference, which satisfieb the first step of the

econometric analysis.

In order to empirically anatyzethe objective of the research, the first step is to checkthe stationary
!

of all the variables. For this Augmented Dickey Fuller (ADF) test is employed.lThe above i'nention

results of the ADF test shows that all the variables that are used in the research are non-stationary

at level that is in favor of the null hypotheses that unit root problem exist, in these variables.

Similarly, all the variables ue l(l)which mean that all the variables of interest are stationary at

t\

',9'

first difference. This satisff the first step of the econometric analysis. After checking the unit root

til
e'

I
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tfr tt. variables the ne;t,!1ep is tlrp selection of th9 most suitable.econometric technique' The

application of the co-integration or the Autoregressive (VAR) depends on the results of the

Johansen (lggs) co-integration test. If according to the estimated results there is found to be a

unique long run relationship among the variables of interest, co-integration will the dppropriate

tgclniqpg,, Qn the o!!g1,lpnd, i{ thqrg is, 1o uni, qye 1o+g ryl Ielationship 
among the variables of

i

interest, then the application of VAR is appropriate. So in order to achieve the underline objective,

we apply the Jcihansen Co-integration test in order td detebtihb unique long ruriiblatioriship dmong

the variables (crime, urbanization, unemployment, education,' GDP).

!

5.4Johnson and Juselius co-integration

After the fulfillment of necessary conditions rgQuired for the accomplishment of the co-int,g'ution,
'.. ,: i

variables are ready to pass through the co-integration test prosed by Johnson. This test will suggest

the existence of long term relationship between crime and other explanatory variables that are

urbanization, unemployment, inflation, real GDP and education and along that speciff the

existence of number of co'integrating vectors'

The first objective of the research is to delermine the unique long run relationship between total

number of crimes (murder, attempted murder, kidribpping, child lifting, dacoity, robbery, burglary,

cattle theff'and othei'th6ft)n'*tl .irbahizdtioriarid'unemployment. And the other socio-economic

variables including the inflation, education and GDp. The table 5.4 demonstrates the results of

Johnson and Juselius co-integiation which is based on two tests "Trace Test" and "Ma:<imum

Eigen Value Test".
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Table 5.4a

Total Crime
Johnson and Juselius Co-integration

Table 5.4b

Major Crime
Johnson and Juselius Co-integration , ,

Hypothesized
No. of CE(s)

Trace
Statistics

0.05
Critical
Value

Prob**
Max-Eigen

Statistic

0.05
Critical
Value

Piob**

None * t59.4476 9s.75366 0 9s.73689 40.07757 0

At most 1 63.71074 69.81889 0.1394 22.92058 33.87687 0.5365

At most 2 40.79017 47.85613 0.1954 r8.17s05 2t.58434 0.4806

At most 3 22.61511 29.70707 0.26s5 - 14.30896 2t.13162 0.3402

At most 4 8.306147 t5.49471 0.4332 7.750571 t4.2646 0.4046

At most 5 0.ss5576 3.8;41466 0.456, 0.5ss576 3.841466 0.456

Note: The table rho*r thut u.*dirrgfo the Trace statistic and the Max-Eigen statistic, there exist

a unique and long run relationship amo_ng the variable of interest at 5 per centlevel of
siedficance.

Hypothesized
No. of CE(s)

Tracet'
Statistics

0.05
Critical
Value

Prob**
Max.Eigen

Statistic

0.05
Critical
Value

Prob**

None * t74.0962 95.7s37 0 105.6 40.0889 0

At most I 68.50682 69.8189 0.0633 25.01 33.8886 0.385

At most 2 43.5009 47.8561 0.1208 i 2r.12 27.5856 0.269

At most 3 22.37692 29.7071 0.278 12.51 21.1378 0.498

At most 4 9.86s58 t5.4947 0.29t2 9.74 14.2690 0.23

At most 5 0.125723 3.84147 .0.7229 0.126 3.84156 0.723

Note: Both the Trace statistic and the Max-Eigen statistic shows that there exist a unique and long

run relationship between the major crime and ttre oiher independent variables at 5 per cent level
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Minor Crime
Johnson and Juselius Co-integration

The above mentiontables shows the results of the Johansen and Juselius co-integration for

the total, major and minor crime in case of Pakistan. For the total number of crime, both'the trace
.,

statistic and max-Eigen value statistics shows that there exist a unique and long run relitionship

among the variables of interest at five per cent level of significance. For the total and major crime

there exist one co-integrating equation at five per cent level of significance. Flr the'case of minor

crime, according to the results of the trace statistic and the max-Eigen values' statistic there bxist

two co-integrating equation at five per cent level of significance. This satisfies the second step of

the empirical analysis, we now move to vector error cbirection model (VECM) to intbrpret the

results of the coeffrcient.

Hyprithesized
No. of CE(s)

Trace
Statistics

0.05 Critical
. Value

Prob**
Max-Eigen

Statistic

0.05
Critical
Value

Prob**

-"None.t 191.99:14 9s.75366 .0 r03.233. 40.0776 0

At most l* 88.76437 69.8r889 0.0008 41.94712 33.8769 0.0044

At most 2 46.81724 47.85613 0.0624 22.973t4 27.5843 0.1746

At most 3 23.84411 29.79707 0.2071 t5.24358 2t.t3t6 0.2722

At most 4 8.600525 t5.49471 
i

0.4036 7.803764 14.2646 0.399

At most 5 0.796761 3.841466 : 0.37i1' 0.796761 3.84147 0.3721

Note: The above mention results of the Trace Statistic and Max-Eigen Value Statistic shows

there exist two co-integration equations at 5. per, cent level of significance.



, 5.5 Vector Error Correction Model (VECivt)

As the results gathered from the Johnson and Juselius co-integration demonstr" ates about the co-

i*t;-l'-". - : ..... -. .:i;;::.. i, .. ;..i "r.... '. 'r'." ' '!!: ' : 
integrating vector. Further analysis will be conducted by taking the help of Vectbr Error Correction

!i. , Model (VECM) which illustrate about the long term stability of the incorporated variables. This
,',

will express that for how long the variables keep on showing the long term relationship with each

other. The significance of t-statistics and the sings of coefficients articulate about the stability of

variables encompassed in the present study. When error colrection term shows the negative

, coefficient and significant value of t-statistics then it will depict that error in-the model will take

time to eliminate and with time the series show converlence toward equilibfium. VECM highlights

the impact of all independent variables which in currErit study are urbanization, unemployment,

bducation, inflation and real GDp on the dependent variable which is crimd. The results of the

VECM are presented as'follows
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Table 5.5

Vector Error Correction Model (VECM)

Total Crime' Major Crime Minor Crime

Variables Coefficient t-statistics Coefficient t-statistic Coefficient t-statistic

URB -0.5 j1 :0.68 jl:5' -0.47 -0.723

I'NP 0.13 3.9 0.216 8.64 0.12 ,
5.5854

INF 0.02 2.8 0.033 6.58 0.02 2.6023

GDP 0.71 7.3 . 0.86 r0.2 0.97" 13.564

EDU -0.1 .J -0.22 -6.3 -0.17 -3.49

R-Square 0.57 0.56 0.52

F-Stat

Note: The following table shows the results of the Vector Error Correction Model for total,

major and minor crimes of Pakistan

Results of the Vector Error correlation model shows that there exist a long run relationship among

the total number of crime (murder, attempted murder, robbery, theft, child lifting, cattle theft and

other theft), major crime (kidnaping, murder, attempted murder) and minor ciime (theft, robbery,

cattle theft and others) which are the dependent variabie and the other explaiatory variables that

are urbanization, unemployment, education, inflation and the real GDP. The results of the VECM

shows similar results for the total, major and minor crime in case of Pakistan'

.t

The relationship between urbanization and crime is found to be negative and insignificant' Here

the opposing impact of URB on crime is subdued or depressed by the insignificant association

between the two. There is large number of literature, which shows tha.lurbaniz,ation is responsible

for the increase in the crime rate. As the probability of arrest is low in cities, it might lower the

:-:1: ..:
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cost of crime. A natural hypotheses is that porice might work wel in a small stable town or in rural

areas because they are more likety to know the residents of the community. Since, in the urban

areas as the population rate goes up enforcementbegQmes difficu1t,.(Gl.agser and Sacprdote, 1996)'

our resurts in the results are contradictory with the resurts mbntion iri the literature. Pakistan being

a developing country is also faping the problem of comrption, terrorism, and other violent crimes

especially in the large cites. people now are losing confidence to live in large cities, as they believe

that they are not safe. So, because of the increase in the terrorism a large number of people are

now mtiving from rarge cities to nearby areas dnd trying to firid the'iheans of living. 'This'is

reducing the burden of urbanization to sorire exterit, and"so does the crime rate'

.t

The second main independent variabres which is responsible for the increase in the crime rate is

the unemproymentrate. Empiricar results shows that unemployment has a positive and significant

impact on crime. our results are consistent with the work of Becker (1968)' Ehrlich (1973) and

:. ; ! : 
I -

Wong (1995). They conclude that unemployment is an important indicator of the income

opportunities in the legal sector activities. unemployment of a country play a very important and -

key role in determining the overa[ health of the economy. If the economy is facing problems like

unemployment it not only effect the hearth of the economy but is also responsible for increasing

:'.'
other issues rike there may be an increase inthe crime rate. Economies usually experience increase

in the growth level or other benefits before there is an increase in the unemployment rate'"Hence'

When there is an incrbasU;inthe unemployment rate'incomer:opportunities in the legal sector

opportunities diminishes and thereby increase the possibility of committing c-rime'

The other economic variable *t irr, is effecting the crime rate is inflation. The empirical results

,t o*, that there is a positive and significant relationship between inflation and the crime rate'

urt.n tt.r.'i, * ir.ie*r'ir,,h. price ievel ii tras aaveis. Lrr.tt on the real income of the



,;,,;, individu4ts, and wil[ rgdWe th9 purchaqi4g P-owe{ 9f,th,9,.i1rdivi$u{' Consequently' if that

t

individual want to maintain the better standarbs of living he will have to iricrease his real income
t

ii ''..,.. - l. .

n'.' either from the legal or the illegal sector activlties. (Allen, 1996 and Omotor, 2009)'

I

I

Anotherimportantvariablewhichiseffectingicrimerateiseducation.Educationshowsanegative

r1.,.:-:';i,:; 
.and significant effectlon crime.'There are diflerent reasons to convince, that education will affect

of schoofiJg increase the return in the legal sector activities,

,.*r ., - :, i, : l:

increasing the opportunity cost of the ,n"*,i", activities. Education may change the decision of

,.r 
I

the individual to indulge himself in the criminal activities. For example, education may increase

i

one,s patience or risk aversion. Similarty, J,. expect most of the channels discussed above may

lead to a nggative relationship between educdtion and crime (Lochner & Moretti, 2003)'

.i,
The results of the GDp shows that there is a positive and a significant relationship between crime

-a

and GDp. when there is an inbrease in the level of income the benefits for criminals goes up for

,,i.,, .. ........:.... ..,,..'.-. .,i1 -:i:^i. -:'1 I ': "::

theft and robberies. It'i';;n;rally:observed'thut t..uuse of the existence of the alternative

opportunities rich areas attract more criminals. In addition to that, high inbome provide more

opportunities for the criminal's offence due to huge amount of stolen goods, which is known as

the opportunity .ff..t (Levitt, I 999).

5.6 Estimation of Error Correction Model

An error correction moder belongs to a category of multipre time series models most commonly

used for data where the underlying variables have a long-run stochastic trend, also known as co-

integration. ECMs are a.theoretically-driven approach useful for,estimating both short-term and

long-term effects of one time series on another. The term erroi-correction relates to the fact that

last-periods deviation from a long-run equilibrium , the err;or, influences its short-run dynamics'
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I
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Thus ECMs directly estimate the speed at which a depehdent variable returns to equilibrium after

a change in other variables.

r. . :,- ^.. ^-:J

'' 
t' Eoor-.orrection Modet ftir Total, mdjor and:minor crime

Table 5.6a
.. ,, i

Eiror Correction Term (Total Crime)

The above tabre shows the results of the vector Error correction Model for the total number of

crime. As from the above resurts, the size of the error correction term is'b.zgey which shows

that2gper cent adjustment on one year will take place towards equilibrium'

LfE'

0.0r 179
0.57138

.2:28139 ";'

Note: The following table shows the value of the ECM, which the speed of adjustment towards

the equitibrium for total crime'

After estimating the error iorrection for the total number of crime, we now move to see the results

of the error correction for the major crime including murder and attempted murder' The ioltowing

table will highlight the results for the major crime'

lr.,
i&

:.
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Table 5.6b

According to the results mention above, the results of the error coirection shows that about 2 per

cent adjustment will take place towards the equilibrium in one year'

Now in the last we see the results of the error correction for the minor irimes in case of Pakistan'

I

l.
#

I

I

Error Correction Term (Major Crime)

-0.31 157

-0.018339
, t:-

Note: The table shows the value of the ECM term for the Major crime in

\
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Independent variable

r.25529

-1.0719

Note: Th-e fo.llowing table shows ,1e val|9 of the ECM for the minor

crime iS caiii of Pakistin

; Table 5.6c

Error Correction Term (Minor Crime)

The results mention above'show, to the ECM term correct the disequilibrium of system' ECM

term which measures the speed of adjustment towards equilibrium is negative and significant

which shows co+yg.rggnce towards equilibrium;lgIgl,in long r.uq' fo{ip.factor (error correction

term), indicates that convergence process would converge each year fot 2l'5 per cent'

53



!<I

^
6.lConclusion ir i

Residents of the country play a vital role in the development and expahsion of the country and the

' ''"i '':''' "''

entire economy. It is the permanent duty of every state organization to take care of the due rights

of the citizens, and provide them the basic necessities of life. Food, clothing.and shelter are the

basic rights of every citizen. When the state authorities are unable to fulfill these basic rights, this

results in different socjo3gonomic problems No country in the world is free from the-ses socio-

economic problem either developed or the developing. The problem is more severe in least

developed country especially in case of Pakistan. The maiir issue is not this that these problems

exists in the society, but the issue is whether any attention is paid to these pioblems or not' If a

country is facing socio:economic problems and these probiems ire hot arb not solved, they'results

r

in different other problems in the society. Whei basic ne"Cbssities of the people are not fulfilled,

they move toward the illegal means in order to attain the basic need. With these problein, country

is unable to attract new investment and the low level of investment results in economic problems'

:

For the past ten years, Pakistan ha; been facing severe nro!|gms like terrorism, comrption, increase

in violent crimes and sense of insecurity among peopre over time. It exerts adverse impact on the

ry. Crime rate have always created problems and distortions
smooth functioning of Pakistan econom 

J

in every community of people in human history. The history of crime is considered to be as old as

the history of humanity. The first son of A{fm and Fve, Cain was considerea to be as the first

person who commits crime in the human history, when he murder his brother,Abel out ofjealousy'

Crime results in the feeling of insecurity among people of specifi" 'ot"', 
because of the



distortions and discomforts of crime. Crime is simply the misbehavior or offence, as it is a struggle

to get something for nothing, or the employment of act forbidden by law

There are number of factbrs including social, political, demographic and economic which are

responsible for the increase in the criminal activities. Crime rate is considered as the dependent

variable and the other independent variables that are eflecting crime are urbanization,

unemployment, inflation, real GDp and education. The objective of the research here is to see the

impact of urbanization and unemployment on total number of crimes including robbery' theft'

murder, attempted murder, cattle theft, car lifting and others over the period 1980-2014. The other

objective of the research is also to see the impact of urbanization and unemployment on major and

minor crimes separatery in case of pakistan. Johansen co-integration technique is used to

inVesti gate' the lon g run- telationship among the variables over the period 1 9 8 0'20 1 4'

The first and foremost conclusion of the study is that Urbanization is a very important variable that

is effecting the crime rate. There is found a rong term rerationship between crime and urbanization

in case of Pakistan. The results mention in the research, that urbanlzation is positively and

.., r ,.i,..r ..,.. ..

significantly contributing to crime are logical uecaose urbanization in Pakistan is a serious issue

and motivating many individuals to involve themselves in the unlawful activities because of the

):
opporhrnity available in the highly populated areas'

fakistan 
il facins 

th1.n*l:* *.mnforme1t, The problem of unemployment is always creating

distortions in the economy. The most fearful part is that it is rising every year, and is creating

problems and hardships for the economy. The high rate of unemproyment is creating negative

impact on the society. Unemployment is considered to be as the key factor which is responsible

for the increasing level of illegal activities. As unemployment is an indicator of the income
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opporhmitig! from. the lggal sector activities. Hgnce, high level of unemployment means that

people have now low level of income opport*nities in the regal sector thereby increasing the

possibility of entering in the illegal activities'

The other socio-economic factors which are effecting the crime rate are education, inflation and

the real GDp. All these factors are important, there is found to be negative association between

education and crime. Education enabres the individual to earn income from the legal sector

activities, hence, increase the opportunities for the individual' Similarly' when there is an increase

in the price revel it wil reduce the purchasing ability of the individual, and in order to fulfill their

needs they indulge themselves either in the legal or illegal activities. The empirical results shows

that there is found to be a positive association between GDp and the crime rate. The results mention

in the research are logical because when the income of the people increase, people want to get that

money through illegal means'

6.2Recommendation

In the right of the resurts mentibn in the fo[owing research, it is clear to understand that crime rate

is causing serious problems and damage to the society' and there is a need to remove or at least

ieduce the problem. Diffeient poricy makers and government institution have proposed a vast

number of policies that may be helpful to minimize the problem of crime. Following are some of

the recommendations proposed by different poricy makers to overcome the problem of crime in

case of Pakistan.

oUrbanizationisplayingakeyfactorsineitherpositiveoranegativewayindetermining

the level of crimes. The poricy makers and different government organizations should

design, polices in a way to reduce the number of illegal activities'
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o The policy makers should design the policies in such a way to create the employment

opportunities for the students and other who have qualifies degree' This will reduce the

burden of crime p9c-ause now the cost will be high'

o The govemment should try to provide free education at least to the primary level' Education

enables the individual to increase the earnings in the legal sector and crime rate tends to

decline.

o The govemment should give incentives to the farmers, as large part of the population is

linked to the agricurture sector. This wifl make them satisfied with the resources just like

thepeopleintheurbanareasandtheburdenofcrimecanbereducedtosomeextentbecause

of the opPorhrnity effect'

6.3Future Research

The following research take into account different socio-economic factors, which are effecting

crime rate. Urbani zation,unemployment, GDP, inflation and education are considered to be as the

important determinant of crime. Moreover, the researcher can focus not only on these factors but

there are several other factors which are effecting the crime rate. Future researchers can include

different politicar factor, law and order. Researchers can also make comparison between different

countries to see the determinants of crime'
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