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Abstract

This theoretical paper has extended the “learning by doing” growth model by augmenting
a model of economic crime. The major findings are interesting. There is no causality between
economic growth and the size of economic crime since both are endogenous variables. These two
variables are affected by two factors-the speed of adjustment in the mechanism of protecting and
preventing economic crime and the ratio of economic criminals to the whole population.

A rise in the speed of adjustment will increase economic growth and decrease the size of
economic crime. A fall in the ratio of economic criminals to the whole population can increase
economic growth as well. However, the impacts of a fall in that ratio on the size of economic
crime are unclear. The impacts’ direction depends on the elasticity’s size of economic growth to
the ratio. If the elasticity’s size is more than 1, a fall in that ratio is likely to increase the size of
economic crime. On the other hand, if the elasticity’s is less than 1, a fall in the ratio of economic

criminals to the whole population will decrease the size of economic crime.
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Economic crime is defined as an illegal act (or constantly evolving set of acts) generally
committed by deception and misrepresentation (Fraud) by someone (or a group) who has special
professional or technical skills for the purposes of personal or organizational financial gain (or

attempt to gain) an unfair advantage over another individual or entity.
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