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Abstract


Cheating comes in various forms and it is considered an academic offence in UNBC.  However, there still are a large number of students who would choose to take this riskier route, sort of like taking the easier way out of learning.  In this paper we will be illustrating the advantage of carrying out such risky activity.
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Application of option theory to cheating

~ To cheat or not to cheat ~

Education helps to build a better future. It is not gold that makes good people or good countries. It is knowledge. Knowledge is the only thing which can come to the help of mankind. Education helps young mind to grow and be aware of the world around them. Education is seen as the best solution to many problems. The purpose of education is to equip people with the basic skills and knowledge necessary for jobs and careers. On higher levels, education imparts technical and scientific knowledge and the skills necessary for industrial advancement. However, there are some students who prefer a degree to knowledge. They try to find the ways to pass the courses such as cheating even though they are not keen about studying. 


Suppose at the start of every school year, there is a portion of students who determined to only put in so much effort into their schooling.  This pre-determined ratio of efforts to grades implies the level of uncertainty or obstacles that the student will be facing throughout their semester.  

Components

	K
	Additional amount of resources spend

	S
	Desired Value

	T
	Semester

	
	Poor attendance, lack of focus

	R
	Return on a similar investment

	C
	Chance of achieving a B+ grade


Suppose that student A decides to put in roughly only 30% of efforts into preparing their course materials their uncertainty level, or the level of obstacles, will equal to roughly 70%.  If this student, some how, is determined to achieve a B+ grade for a class but only have the 30% effort or mentality in studying he or she can only resort to other means.  

These other resources, materials or activities, carries a cost.  Suppose it would cost you $100 for someone to sell you their homework assignments, past exams and papers.  In similar cases what if it would take you 100 minutes to write-up an elaborate cheat sheet for the exam that you hardly studied for.  The bottom line is the higher the fix cost or higher the amounts of effort in studying is required to offset the differences in the level of uncertainty in-order to achieve a lower Variable cost, which in this case is the chance to achieve a B+ grade for the class.

	
	F. Cost (100 )
	F. cost ( 200 )

	K
	100
	100
	200
	200

	S
	80%
	80%
	80%
	80%

	T
	1
	1
	1
	1

	
	70%
	
	70%
	30%

	R
	8%
	8%
	8%
	8%

	d1
	0.1455
	-0.3271
	-0.8447
	-2.6376

	d2
	-0.5545
	-0.6271
	-1.5447
	-2.9376

	N(d1)
	0.5578
	0.3718
	0.1994
	0.004148

	N(d2)
	0.2896
	0.2652
	0.0612
	0.001624

	C
	17.89
	5.2537
	4.6304
	0.0286


On the other hand, suppose the student is keenly aware the importance of schooling and the affects of good grades to future job prospect and even the chance of pursuing a post-undergraduate degree.  Assuming that a B+ grade is sufficient enough for the student to secure that dream job upon graduation, or is enough to enter a MBA school, he or she will have a totally different approach to study.  With a higher level of mentality, or focus, the level of uncertainty will be much lower.  A lowered uncertainty level means that it will take less fixed cost to achieve the similar level of variable cost, a chance of achieving a B+ grade.
	
	 ( 30% )
	

	K
	100
	200
	100
	200

	S
	80%
	80%
	80%
	80%

	T
	1
	1
	1
	1

	
	30%
	
	70%
	70%

	R
	8%
	8%
	8%
	8%

	d1
	-0.3271
	-2.6376
	0.1455
	-0.8447

	d2
	-0.6271
	-2.9376
	-0.5545
	-1.5447

	N(d1)
	0.3718
	0.004148
	0.5578
	0.1994

	N(d2)
	0.2652
	0.001624
	0.2896
	0.0612

	C
	5.2537
	0.0286
	17.89
	4.6304


So, what are the benefits for a student to take on such risky activity? For example, a student A, who is not keen on regular class attendance, will have a much higher uncertainty in receiving a B+ or better grade for the class. However, if a student A is able to get lecture notes from others, answers to assignments as well as having old exam materials, he or she obviously has a more distinct advantage in comparison to student who does not have access to these extra materials and only attends classes on a regular basis.  This is the reason why some students who do not attend classes on a regular basis are able to pass their courses, sometime even out perform students that attend class regularly.  
	
	To cheat or not to cheat

	K
	200
	200

	S
	80%
	80%

	T
	1
	1

	
	70%
	

	R
	8%
	8%

	d1
	-0.8447
	-2.6376

	d2
	-1.5447
	-2.9376

	N(d1)
	0.1994
	0.004148

	N(d2)
	0.0612
	0.001624

	C
	4.6304
	0.0286


Through the illustration, we can understand that even student who regularly attends class can greatly benefit from part-taking in these unethical activities.  Therefore, we recommend all students to participate and take advantage of these extra materials that are available outside of classroom. Although these actions are considered both as an academic offence
 and are morally incorrect, the benefits of having past paper and exams out-weigh the cost of not having it.  
Uncertainty and Costs
When students go to classes and do the homework more often, it means his uncertainty levels will be low. With the low uncertainty levels, he will get the low variable cost, as the less chance to fail the course or get good marks on his courses (even B+ or higher). It is also opposite for a student who spend less time for his study, his uncertainty will be high, and this thing will lead the variable cost to be high. It would be hard for him to pass the courses, let alone get a B+ for the course.


[image: image1]
Market size and return with different levels of fixed costs

When a student spends less time on his or her study, it means his or her uncertainty will be high. With the high uncertainty levels, his or her variable cost is also high, and it will be hard for him to achieve his target on his study. However, if his fixed cost is high as referring to the amount money spending for the course, it might be easier for him to pass the course or achieve his target such as B+. It is also opposite for the students who study hard will have the low uncertainty levels. This thing will lead to the low variable cost, and they only spend lower fixed cost as referring to the amount money for the course to achieve their target on their studies. 
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� An unauthorized reproduction of exam materials is considered illegal. 
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