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 Freakonomics, Steven Levitt and Stephen Dubner (2005) 
 

 Economics is a science wth excellent tools for gain-
ing answers but a serious shortage of interesting questions. 
Its most primal aim is to explain how people get what they 
want. Knowing what and how to measure makes a complicat-
ed world much less so. Since the science of economics is pri-
marily a set of tools, then no subject need be beyond its reach. 
Incentives are the cornerstone of modern life and under-
standing them, or finding them, is the key to solving just 
about any riddle, from violent crime to sports cheating to 
online dating. 
 Anyone living in the US in the early 1990s was 
scared out of their skin by the daily accounts of the exploding 
crime rate, caused by so-called superpredators. And then, 
instead of going up and up and up, crime began to fall, every-
where, in every category, persistently, year after year. It was 
entirely unanticipated--especially by the very experts who 
predicted the opposite. These same experts then hurried to 
explain it with the improving economy, innovative policing 
strategies, and gun control--all of which have since been prov-
en not true. 
 There was, meanwhile, another factor that had con-
tributed to the massive crime drop beginning in the 1990s. In 
1973 the Roe v Wade decision legalized abortion throughout 
the US. Before then the millions of women most likely to have 
an abortion in the wake of Roe v. Wad—poor, unmarried, 
teenage mothers for whom illegal abortions had been too ex-
pensive or to hard to get—were often models of adversity. 
They were the very women whose children, if born, would 
have been much more likely than average to become crimi-
nals. Just as these unborn children would have entered their 
criminal primes, the rate of crime began to plummet. Studies 
of Australia and Canada have established a similar link be-
tween abortion and crime, which says that when the govern-
ment gives a woman the opportunity to make her own decision 
about abortion, she generally does a good job of figuring out if 
she is in a position to raise the baby well. Unwantedness 
leads to high crime; abortion leads to less unwantedness, 
and therefore to less crime.  
 Even in Los Angeles, a city notorious for bad polic-
ing, crime fell at about the same rate as New York, once the 
growth in New York’s police force is accounted for. In the 
early days of the nation, it was permissible to have an abortion 
prior to “quickening”—that is, when the first movements of 
the fetus could be felt. In 1826, New York became the first 
state to restrict abortion; by 1900 it had been made illegal 
throughout the country.  
 California auto mechanics often pass up a small re-
pair bill by letting failing cars pass emissions inspections in 

order to get repeat business. Obstetricians in areas with declin-
ing birth rates are much more likely to perform cesarean-
section deliveries than those in growing areas—suggesting 
that, when business is tough, doctors ring up more expensive 
procedures. A real-estate agent keeps her own home on the 
market an average of ten days longer and sells it for an extra 
3%, or $10,000 on a $300,000 house. What really matters for a 
political candidate is not how much they spend, but who they 
are.  
  Morality, it could be argued, represents the 
way that people would like the world to work—whereas eco-
nomics represents how it actually works. (Maybe that’s why 
it’s called the dismal science). Incentives are the cornerstone 
of modern life. Understanding them or finding them is the key 
to solving just about any riddle, from violent crime to sports 
cheating to online dating. Experts, from criminologists to real-
estate agents, use their informational advantage to serve their 
own agenda.  
 Adam Smith, the founder of classical economics, was 
first and foremost a philosopher. He strove to be a moralist 
and, in doing so, became an economist. The human effect 
(economic forces) vastly changed the way people thought and 
behaved. Smith’s true subject was the friction between indi-
vidual desire and societal norms. There are 3 basic incentives: 
economic, social and moral.  
 High-stakes testing has so radically changed incen-
tives for teachers that they too now have reason to cheat. 
Teacher cheating was rarely looked for, hardly ever detected, 
and almost never punished until Levitt’s study of standardized 
test scores in Chicago public schools (resulting in many teach-
er firings). A key fact of white-collar crime is that we hear 
about only the very slim fraction of people who are caught 
cheating, since it presents no obvious victim. Employees fur-
ther up the corporate ladder cheat more than those down be-
low as derived from the data of a bagel delivery business to a 
variety of office sizes and types over 20 years ending in 2001. 
At elite tournaments for Sumo wrestling, the few bouts which 
decided eligibility could be predicted with 80% certainty of a 
win for the wrestler with their pro status on the line, followed 
by a return to the normal 50% certainty in the subsequent 
match (resulting in a national cover-up by Japan).   
 The Klu Klux Klan had been extinguished, largely by 
legal and military interventions out of Washington. Mean-
while, its aims had largely been achieved through the estab-
lishment of Jim Crow laws after Reconstruction ended and the 
federal government withdrew its occupation troops from the 
South. Then, in Plessy v Ferguson (1896), the US Supreme 
Court gave the go-ahead to full-scale racial segregation. The 
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Ku Klux Klan still lay dormant until 1915 when D. W. Grif-
fith’s film The Birth of a Nation helped spark its rebirth. The 
film quoted a line from A History of the American People 
written by Woodrow Wilson, then president of Princeton Uni-
versity and later US president. “At last there had sprung into 
existence a great Ku Klux Klan, a veritable empire of the 
South, to protect the Southern country.” In The Klan Un-
masked, Kennedy’s memoir of his exploits “inside” the Klan 
describes details of Klan life in the 1940s, including rituals, 
passwords, and language. The Klan was a group whose power 
was derived in large part from hoarded information, whose 
secrecy engendered fear. Once that information got into the 
hands of the public, much of the group’s advantage and power 
disappeared.  
 The price of term life insurance fell dramatically with 
the internet for the same reason. Insurance prices were dis-
pensed in a way that made comparisons difficult. Shopping 
around for the cheapest policy was suddenly made simple on 
the internet. In the KKK and life insurance, dissemination 
of information diluted power and profit, respectively. 
Experts depend on the fact that you don’t have the information 
they do. The agent’s main weapon is the conversion of infor-
mation into fear. A big part of a real-estate agent’s job is to 
persuade the homeowner to sell for less than he would like 
while at the same time letting potential buyers know that a 
house can be bought for less than its list price.  
 Conventional wisdom attempts to simplify complex 
economic and social behaviors. Noticing where the conven-
tional wisdom may be false, the contrails of sloppy or self-
interested thinking, is a nice place to start asking questions. 
Journalists and advertisers need experts as badly as experts 
need journalists and advertisers. Working together, they cre-
ate much conventional wisdom. For example, Listerine did 
not make mouthwash as much as it made halitosis (bad 
breath).  
 Most drug dealers have no choice but to live with 
their mother because they don’t make much money. Most 
gang’s wages are about as skewed as those in corporate Amer-
ica, but lower at the base because labor is in oversupply. Pros-
titution wages are relatively high because the supply is limited 
and their skills are practiced in a very specialized context. An 
editorial assistant earning $22,000 at a Manhattan publishing 
house, an unpaid high-school quarterback, and a teenage crack 
dealer earning $3.30/hour are all playing the same game that is 
best viewed as a tournament. The rules are that you must start 
at the bottom to have a shot at the top. Black Americans were 
hurt more by crack cocaine than by any other single cause 
since Jim Crow. Nearly 5% of all arrests in the US are still 
related to cocaine.  

 Switzerland has more firearms per capita than just 
about any other country, and yet is one of the safest places in 
the world. Guns do not cause crime. With guns so cheap and 
easy to get, the standard criminal in America has no incentive 
to fill out a firearms application at his local gun shop and wait 
a week.  
 No one is more susceptible to an expert’s fear mon-
gering than a parent. Fear is in fact a major component of 
the act of parenting. If you own a gun and have a swimming 
pool in the yard, the swimming pool is almost 100 times more 
likely to kill your child than the gun. Data show that car seats 
are, at best, nominally helpful. Genes are responsible for about 
50% of a child’s personality and abilities and the influence of 
parents is overwhelmed by the grassroots effect of peer pres-
sure. School choice matters very little on a child’s outcome. 
The students in Chicago who went to better schools gained no 
academic benefit by changing schools. The only students who 
did see a dramatic change were those who entered a technical 
school or career academy. 
 Here are the factors that strongly correlate with 
test scores/those that do not: child has highly educated 
parents/child’s family is intact; low birthweight (nega-
tive)/attended Head Start; adopted (negative)/regularly 
spanked; IQs of biological parents/IQs of adoptive par-
ents; many books in his home/frequently watches televi-
sion; things that parents are/things that parents do. 
The back-white income gap is largely a product of a black-
white education gap. After controlling for the income and 
education level of a child’s parents and a mother’s age at the 
birth of her first child, the gap between black and white chil-
dren is eliminated at the time they enter elementary school. 
Students from rural areas tend to do worse than average. Girls 
test higher than boys and Asians test higher than whites. 
Ancient cultures embraced faulty causes of health and military 
success. But we too embrace faulty causes, usually at the urg-
ing of an expert proclaiming a truth in which he has a vested 
interest. Most of us are terrible risk assessors. Risks that you 
can control are much less a source of outrage than risks that 
you can’t. Most people are more scared of flying in an air-
plane than driving a car. It’s the imminent possibility of 
death that drives the fear. The per-hour death rate of driv-
ing versus flying is about equal. A terrorist attack happens 
now; death by heart disease is some distant, quiet catastrophe. 
Terrorist acts lie beyond our control; French fries do not. Risk 
= hazard + outrage.  
 Your chances of winning a lottery and of affecting an 
election are similar. It may be that the most valuable payoff of 
voting is being seen at the polling place by your friends or co-
workers.  
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 About 10% of the roughly $100B spent on gift cards 
are never redeemed. Holiday gift-giving destroy 10-30% of 
the value of gifts ($ value less to receiver than cost).  
A combination of good technology (employer reporting 
and withholding) and poor logic (most people who don’t 
cheat radically overestimate their chances of being audit-
ed) makes the income-tax system work. 
 Why do some forms of menial labor survive as hob-
bies (knitting, gardening, and “cooking for fun”) and others 
have been killed off (laundry for instance)? We spend less 
time doing market work today than we did in 1900 but more 
time in home production. Books are not just stories and infor-
mation, but stories and information that people like to talk 
about with other people. 
 Levitt’s abiding interests are cheating, corruption, 
and crime. The modern world, despite a surfeit of complex-
ity and deceit, is not impenetrable. If the right questions 
are asked, it is more intriguing than we think. Teachers, 
criminals, real-estate agents, obstetricians, athletes, politi-
cians, and CIA analysts may lie. Numbers don’t. 
 
[Incentives are the cornerstone of modern life and under-
standing them, or finding them, is the key to solving just 
about any riddle. Unwantedness leads to high crime; abor-
tion leads to less unwantedness, and therefore to less 
crime. In the KKK and life insurance, dissemination of 
information diluted power and profit, respectively. Most 
drug dealers have no choice but to live with their mother 
because they don’t make much money. Here are the fac-
tors that strongly correlate with test scores/those that do 
not: child has highly educated parents/child’s family is 
intact; low birthweight (negative)/attended Head Start; 
adopted (negative)/regularly spanked; IQs of biological 
parents/IQs of adoptive parents; many books in his 
home/frequently watches television; things that parents 
are/things that parents do. The back-white income gap is 
largely a product of a black-white education gap. It’s the 
imminent possibility of death that drives the fear. The per-
hour death rate of driving versus flying is about equal. 
Teachers, criminals, real-estate agents, obstetricians, ath-
letes, politicians, and CIA analysts may lie. Numbers 
don’t.] 

 


