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Caveats In enforcement

A Type 1 errors

A Error credulitas; false positives,
excessive credulity

A Type 2 errors

A false negatives, excessive
scepticism

Accept null Reject null
hypothesis (Ho) hypothesis (Ho)

Null hypothesis Correct! Type 1 error
(Ho) is true True negative False positive
The alternative Type 2 error Correct!

hypothesis (H;) False negative  Ture positive
IS true



What else can go wrong?

A Type3errors-get ti ng

A System theory: Asking wrong questions and using wrong null

hypothesis

A Correctly rejecting the null hypothesis for wrong reasons
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(Kimball, 1957)
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A Ex: Correct diagnosis of a physician and prescribing the wrong medicine
(Marascuilo and Levin, 1970)
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A Solve the right problem too late (Raiffa, 1969)
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A Type 4 errors - correct reasoning, wrong solution
A Incorrect interpretation of a correctly rejected hypothesis
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The problem in a nutshell

judicial

guality
of the
rule L oW

+ R1 sk

Rule consistency with purpose according to economic theory

High Low

Good law based upon good Good law based upon bad

economics economics
Successful regulation and good outlooks for | Regulatory failure. Arbitrary effects of clear and
correct interventions at market failure foreseeable rules

Bad law based upon good
economics Bad law based upon bad

Regulatory failure, low foreseeability economics
High uncertainty about the actual rule ex ante, | Complete regulatory failure - arbitrary results of
high administration and enforcement burden + unpredictable processes
correct individual results

f or enf orcement fart l ur e,
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Case: MD 2004:21, The Road building cartel
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Case: MD 2004:21, The Road building cartel

Collusion to raise prices + c:a 20 %

Vagverket

Produktion SLEUNLE

Kvalitets- Bygg & Miljé i Oden Entre- Svenska

Local

Road authority

communities
Local roads :
SCAA - Airports

Swedish Road Administration




Case: MD 2004:21, The Road building cartel

prices (+ a 20 %)

Vagverket
Produktion

Local

Road authority communities

Local roads

Swedish Road Administration




Case: PMT 17299-14, SCA v GothNet/TellaSonera

A Data communication
services



