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Lojack

Background

• Transponder installed in cars that is turned 
on when car is stolen

• Recover 95% of stolen cars, compared to 
60% for cars without Lojack

• One-time cost at installation
• Requires working in unison with local 

police authorities, so market entrance is 
city-by-city

• Starts in MA in 1986 and spreads to 12 
cities by 1994

• Time period is difficult, because it is one of 
rapidly changing crime
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Dynamics

• Lojack installed in new cars, so market 
penetration is a function of
– New car sales
– Fraction of new cars w/ Lojack

• After 5 yrs, only 2% of all cars have Lojack
once it enters an area
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Potential benefits

• Does not reduce your chance of having 
your car stolen, but

• Reduces your costs, given that your car is 
stolen

• Given previous point, will reduce your 
insurance costs

• Chance any car will have Lojack is low.
• If high volume chop shop, will encounter 

Lojack
• 50 cars annually, 3% market penetration, 

78% chance get at least one car with 
Lojack

• With 100 cars, this rises to 95%

• Prob(at least one Lojack car) = 1 –
Prob(no Lojack cars)

• Prob car does not have Lojack = 0.97
• All probs are independent
• Prob (non have Lojack) = 0.9750 = 0.22

Externality

• What is externality?

• How does Lojack generate externalities?

• What does this imply about whether 
Lojack penetration is too high or low?
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Data

• 57 cities with pop > 250,000
– Why only larger cities?

• 1981-1994
• Collect data on local economic conditions, 

police, age distribution

Crime Rates in the US, 2005
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Mean Values

11.511.5%18-24

37.5%26.0%% black

$20,843$19,911Per capita inc

6.56.3Unemp rate

0.0180.012Car theft/pop

1,402,239764,268Population

W/ LojackAll cities
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