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ABOUT THE NATIONaL INSTITUTE OF JUSTICE 

The National Institute of Justice is a research, development, and 
evaluation center within the U.S. Department of Justice. Established in 1979 
by the Just~~e System Improvement Act, NIJ builds upon the foundation laid by 
the former National Institute of Law Enforcement and Criminal Justice, the 
first major Federal research program on crime ar.d justice. 

Carrying out the mandate assigned by the Congress, the National Institute 
of Justice: 

• Sponsors research and development to improve and strengthen the 
criminal justice system and related civil justice aspects, with a 
balanced program of basic and applied research. 

• 

• 

• 

Evaluates the effectiveness of federally-funded justice improvement 
programs and identifies programs that promise to be successful if 
continued or repeated. 

Tests and demonstrates new and improved approaches to strengthen the 
justice system, and recommends actions that can be taken by Federal, 
State, and local governments and private organizations and individuals 
to achieve this goal. 

Disseminates information from research, demonstrations, evaluations, 
and special programs to Federal, State and local governments; and 
serves as an international clearinghouse of justir.e information. 

• Trains criminal justice practitioners in research and evaluation 
findings, and assists the research community through fellowships and 
~pecial seminars. 

Authority for administering the Institute and awarding grants, contracts, 
and cooperative agreements is vested in the NIJ Director, who is assisted by 
an Advisory Board appointed by the President. The Board recommends policies 
and priorities and advises on peer review procedures. 

Reports of NIJ-sponsored studies are reviewed by Institute officials and 
staff. The views of outside experts knowledgeabl~ in the report's subject 
are~ are also obtained. Publication indicates that the report meets the 
Institute's standards of quality, but it signifies no endorsement of con­
clusions or recommendations. 

James K. Stewart 
Director 

i 

I 

.\ 
I , 
~\ 

~, .J 

,. 

I' 
I( 
I( 

!. , 
" I 

( 
I: 
I: 

\j 
lj 
H 
" 

RESEARCH UTILIZATION PROGRAH 

WHAT IT IS 

The National Institute of Justice (NIJ), part of the U.S. Department of 
Justice, supports wide-ranging research in criminal justice, including the 
testing and evaluation of innovative programs. As new knowledge is gained, the 
Institute follows through with the essential step of communicating what has been 
learned and any related policy, prograln, and research implications. 

The Research Utilization Program, administered by NIJ's Office of Develop­
ment, Testing, and Dissemination, makes research and evaluation results access­
ible to criminal jUstice officials, other government ex~cutives, community 
leaders, and researchers. The goal--to influence crime control and criminal 
justice improvement efforts and map out future research strategies. 

HOW IT WORKS 

The Research Utilization Program (RUP) consists of four elements: Research 
Utilization Workshops, Special National Workshops, Professional Seminars, and 
Field Test Support. 

Research Utilization Workshops (RUWs) 

These are workshops held for criminal justice practitioners, government 
executives, and community leaders on the application of research and evaluation 
results to public policy and programming. 

Research Utilization Workshops address subjects where a body of research 
findings suggest new program approaches. They are oriented to action or 
operations and address important needs of state and local governments. The 
topics chosen are generally based on NIJ Field Tests, Program Models that out­
line potential program options and the advantages and disadvantages of each, or 
research/evaluation studies. 

Prior to 1981 the RUWs were normally 3-day workshop series held at several 
locations across the country and attended by 50 to 90 top criminal justice 
policymakers and administrators in a multistate area. In 1981 the Institute 
began to look at less costly ways to conduct training and disseminate research 
findings. One major approach being considered is the use of modern telecom­
munications technology. This method of delivery seems particula'ly promising in 
reaching relatively large, geographically dispersed audiences. 

Since its inception RUP has presented workshops on a wide range of topics 
which were attended by several thousand criminal justice officials, other govern­
ment executives, community leaders, and researchers. The topics covered in 
these workshops included: 

• Costing Police Services 
• Spouse Abuse: Stopping the Violence 

1 

_."" _______ ~ ___ ~ __________________ _..._ ______ .............. _____ r__----..L.,~ -



• Improving Police Hanagement 
• Compensating Victims of Crime 
• Cutback Management in Law Enforcement and criminal Justice 
• Developing Sentencing Guidelines 
• Community Crime Prevention Planning 
• Management of Stress in Corrections 
• Operatil1g a Defender Office 
• Improved Probation Strategies 
• Haintaining Hunicipal In,egrity 
• Hanaging the Pressures of Inflation 
• Hanaging Patrol Operations 
• Health Care in Correctional Institutions 
• Victim/Witness Services 
• Prison Grievance Mechanisms 
• Managing criminal Investigations 
• Juror Usage and 11anagement 
• Rape and Its Victims 

Participants in RUWs receive summary findings of relevant research, compre­
hensive bibliographic references, individual program planning guides, self­
instructional materials, handbooks, and selected readings. Each participant is 
awarded a certificate of attendance at the workshop's conclusion. Multimedia 
packages on most RUW topics are available on request to agencies interested in 
implementation. Included are videotapes, Institute publications, handbooks, 
manuals, and other resource documents. 

Special National Workshops (SNHs) 

Special National Workshops are one-time events designed to establish 
dirEctions for future research or share information and develop awareness a~mong 
executives and policymakers. 

The SNWs inform researchers and practitioners about important new research 
and evaluation findings, define appropriate new directions for NIJ research, and 
meet the needs of groups such as elected officials, planners, and evaluators for 
informati~n on current research and advanced practices in aspects of criminal 
justice. These workshops are less operationally oriented than RUWs or Field 
Tests since they do not represent a particular program design or specific 
program options. They do, however, have action implications for public policy, 
present practices, and future research. 

The Research Utilization Program assembles a team of nationally recognized 
experts on each SNW subject. El,tensive cdnference support services are also 
provided for the workshops, including multimedia development, editing and pub­
lication of materials, and logistical support. 

Special National Workshops have been held on: 

• Research and Evaluation Hethods and the Third National Workshop on 
criminal Justice Evaluation~-An update of recent developments and 
methods used to investigate and analyze social programs and criminal 
justice evaluation procedures. 
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• 

• 

• 

• 

• 

Historical Approaches to Studying Crime--Hodern-day criminal justice 
probl:ms appro~ched through an historical perspective of violent and 
non~v20lent cr1mes. 

St.ate Legislative Planning'for Correctional Reform--Methods and 
res~urces for planning and developing appropriate correctional 
leg2slation at the state level. 

Prevention and Detection of Fraud, Waste, and Abuse of P\ilili~ Funds-A 
con~erence of state and local practitioners, researchers, and federal 
off2cials to assess needs and develop strategies to prevent and detect 
fraud, waste, and abuse of public funds. 

The Serious Juvenile Offender--Review of resea~ch and development 
needs,for planning {in c~operation with the National Institute of 
Juven2le Justice and Dellnquency Prevention}. 

.~~ic Mod~--A promising new tecnnique for crime analysis. 

Plea Bargaining--Current issues and new research on this judicial pro­
~ess. 

Second National Workshop on Criminal Justice Evaluation--The entire 
spectrum of criminal justice research and evaluation issues. 

F~re~si~ Science Services ~nd the A~inistration of Justice--Inter­
~2sclp12nary exchange of Vlews among various members of the criminal 
Justice community. 

Mental Health Services in Local Jails--Models for improving service 
delivery. 

Th: ~areer criminal--Implications of research from the NIJ Career 
Cr1mlnal program. 

Argersinger v. Hamlin--Legal counsel for indigents facing jail. 

Update '77: Update '78--The role of local officials in criminal 
justice decisionmaking. 

Determinate Sentancing--Implications of th~s trend for the criminal 
justice system. 

Pretrial Release--Discussion of a demonstration project with judges 
from all SO states. 

Crime Control: State of the Art--An update of criminal justice knowl~ 
edge for governors and representatives of Sta'te Planning Agencies. 

Urban Crisis Planning--Simulated planning of responses to hypothetical 
crisis situations. 

Performance Measurement--Organizational assessment techniques for 
police, courts, and corrections. 
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Professional Seminars 

A new series of national events, Professional Seminars, were beg'ill in 1983. 
The first, IIA Partnership Against ~rime: Community ~rime Preventi~n~1I h~ghlighted 
the successful cooperative relationship between pol~=e and co~un~t~~s ~n New 
York City, Newark, Chicago, Minneapolis, San Diego, and De~ro~t. A~ a result of 
the partnership, both fear of crime and incidence of crufi_ substant~all~ were 
reduced. Details of the six programs are in~luded in the Nat~onal Inst~tute of 
Justice publication, IINeighborhood Crime Prevention. 1I 

A second Professional Seminar is scheduled for the Spring of 1983 on, 
"Policing: State of the Art." This natiDnal meeting will foc;:us on innovat~ve, 
state-of-the-art police practices and programs. Representat~ves of the maJor 
national police organizations participated ill identifying some twelve prog1;'ams 
and practices to highlight and disseminate information about their respect~ve 
constituencies. 

Other seminars will be announced later this year. 

Field Test Support 

Field Test Support provides technical assistance and training for staff and 
policymakers at sites selected to implement NIJ Field Test designs: These 
designs represent promising new operational approaches to controll~ng crime or 
improving criminal justice. 

The Field Tests involve carefully designed program strategies that are imple-
mented in a limited number of sites under controlled or quasi-controlled con- . 
ditions to determine the effectiveness, transferability, and suitability of the 
concepts for fUrther demonstration. 

Key representatives from the Field Test sites receive training and tech­
nical assistance designed to: 

• 

• 
• 
• 

Orient test-site staff on the goals, methods, and requirpments of the 
Field Test project 

Build skills in the particular program technology 

Assist in project implementation 

Assist test agencies in conducting technology transfer conferences to 
familiarize colleagues in nearby jurisdictions with the test experience. 

Field Tests currently in operation are: 

• Differential Police Response to Calls for Service 

The increased volume of citizen-initiated calls for service in recent 
years, coupled with strained police budgets, has made it'increasi~gly 
difficult for police departments to respond to all calls for serVlce 
in the traditional manner of sending a patrol unit as quickly as pos­
sible while maintaining their current level of activity in other areas. 
Departments have attempted to meet these competing demands through 
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various approaches, all of which share the common objective of develop­
ing more efficient means of allocating available resources. Three 
police departments in Garden Grove, California, Toledo, Ohio, and 
Greensboro, North Carolina are participating in an attempt to attain 
further efficiencies through the development and implementation of a 
refined call classification scheme, an e~~anded range of response tech­
niques, and optimal matching of calls to response. The resulting 
quality of police services will be measured by police effectiveness 
and costs as well as citizen satisfaction. 

• Early Representation by Defense Counsel 

Three local public defender offices are participating in this test to 
de!ermine the effects of early representation on the operations or the 
participating public defender ag~ncies, the quality of attorney-client 
relations and the impact on other components of the criminal justice 
system in processing felony cases. The three test sites are Pinellas 
County, Florida; Passaic County, New Jersey; and Shelby County, 
Tennessee. Each participating site will develop procedures for 
defense counsel representation for indigent clients at or near the 
point of arr.est and sufficiently in advance of the initial court 
appeal:'ance. The test shall determine in a systematic fashion whether 
the limited research and empiri~al evidence are valid that indicate 
early representation will speed the process by which cases are dis­
posed and will improve the overall quality of representation. 

Other Field Tests receiving support from RUP since 1976 are: 

• Employment Services for Ex-offenders 
• Supervised PreMTrial Release 
• Commercial Security 
• Structured Plea Negotiatons 
• Multi-Jurisdictonal Sentencing Guidelines 
• Managing Criminal Investigations 
• Juror Usage and Management 
• Neighborhood Justice Centers 
• Pre-Release Centers 
• Managing Patrol Operations 
• Improved Correctional Field Services. 

Results 

The most recent Research Utilization Workshop findings imply long-term 
potential for change in these areas: 

Compensating Victims of Crime--About three-fourths of the participants 
indicated that they gained additional insights on basic issues for 
establishing and operating a victim compensation program. 

Management of Stress in Corrections--The results on actions taken by 
partiCipants soon after the. workshop indicate that at least three­
fourths of the respondents perceived the concepts presented at the 
workshops as appropriate for their systems/institutions. 
Specifically, impact of the workshops is indicated by actual progress 
on preliminary steps that should lead to organizational change. 
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Internal and external evaluations were conducted on selected 1979 topics. 
Results of both show significant progress in the initial phases of the change 
process. Both the internal and external evaluation results were consistent with 
each other. 

• l-Iaintaining Hunicipal Integrity--About half the participants reported 
a heightened awareness of ethical issues and said they have taken 
steps to assess their ju~isdlctions' investigative ability, vulner" 
ability to corruption, and regulatory and enforcement capabilities. 

• Operating a Defender Office--Over half the participants reviewed their 
personnel policies. Almost half evaluated their current scope of 
services and determined areas where additional staff training was 
needed. 

• Improved Probation Strategies--Over half t.he probation officials at 
the workshops have subsequently disseminated strategies for improving 
probation and evaluated their present services. Almost half have 
reviewed current caseloads and assessed available resources for plan­
ning and implementing a more efficient monitoring system. 

• Hanaging Patrol Operation!--0ver half the police personnel analyzed 
their patrol operations using the systematic assessment procedures 
presented at the workshop. 

Results also show that a majority of participants reported positive effects 
on their activities: 

• Health Care in Correctional Institutions--Two-thirds of the m~dical, 
corr~ctional, and planning personnel who attended the workshop evalu­
ated their health care procedures and began generating outside support 
for change. About half revised both their medical record and medica­
tion distribution systems and stopped using inmates to deliver health 
care services. 

• Victim/Witness Services--Almost three-fourths of the participants-­
prosecutors, law enforcement officials, and community organizers-­
publicized new victim/witness services and sought new advocates for 
such programs. More than half ~ttempted to increase interagen~y 
cooperation in this area. 

• Managing criminal Investigation~--Changes in,case screening, initial 
investigations, and management of investigatlons were reported by 
about half the participants. 

Juror Usage and Management--Over half the participants institut:d 
changes in their jury selection and use procedures after attendlng 
this workshop. 

• Rape and its Victims~-Over three:fourths of those ~ttending the wo:k­
shop reported increased coOper&tlon and communicatlon anlong communlty 
agencies providing services to rape victims. 
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About the Office of Deve:opment, Testing, and Dissemination 

Within the National Institute of Justice, the Office of Development, 
Testing, and Dissemination is responsible for distilling research findings, , 
transforming the theoretical into the practical, anj identifying programs wlth 
measurable records of success that warrant widespread application. As part of 
its program, ODTD also provides financial and technical assistance in adapting 
and testing model programs in selected communities. The Office also dissemin­
ate~ information to justice system executives nationwide through a variety of 
vehicles. The aim is to give justice professionals ready acce::c; to promising 
new approaches in the administration of justice. 

ODTD has built a syst~m to bridge the operational gap between theory and 
practice and the communication gap between researchers and practitioners. The 
program provides: 

• Practical guidelines for model justice system programs 

• . Research utilization workshops for key executives that explain 
selected model programs based on promising research and evaluation 
findings 

• Field tests of important new approaches in different communities 

• On-site training visits for justice systelll officials to agencies 
operating successful, innovative programs 

• Clearinghouse and reference services for the international justice 
community. 
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PARTICIPANTS AT JUNE, 1982 PLANNI~~CONFERENCE ON DESIGN OF 

COSTING POLICE SERVICES TRAINING WORKSHOP 

Patrick Beatie 
Management Services Unit 
FBI Training Academy 
Quantico, Virginia 22134 

G. Stevens Bernard 
City Manager 
City of Grand Rapids 
300 Monroe Street, N.W. 
Grand Rapids, Michigan 49503 

William Brierley 
C':lief of Police 
294 East Main Street 
Newark, Delaware 19711 

Kent John Chabotar 
ABT Associates 
55 Wheller Street 
Cambridge, Massachusetts 02138 

James Hennessy 
Director of Administration 
St. Louis County Police Department 
418 Mission Court 
University City, Missouri 63130 

Joseph T. Kelley 
r'lunicipal Finance Officers Associatil')n 
Governmental Finance Research Center 
1750 K Street, N.W. 
Washington, D.C. 20006 

Dr. John Ken,ley 
P.O. Box 1033 
Blue Jay, California 92317 

H. Stuart Knight 
6614 Midhill Place 
Falls Church, Virginia 22043 

Thomas McEwen 
Research Management Associates 
1345 Butter Churn Drive 
Herndon, Virginia 22070 
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H. Jerome Miron 
Associate Director 
Police Foundation 
1901 K Street, N.W. 
Washington, D.C. 20005 

John Streeter 
Assistant Chief of Police 
Administrative Services Bureau 
Alexandria Police Department 
400 N. pitt Street 
Alexandria, Virginia 22314 

National Institute of Justice 

Paul Cascarano, Assistant Director 

Louis Mayo, Director 
Training ana Testing Division 

John Lucey, Program Manager 

James Gardner, Social Scientist 
Program Specialist 

University Research Corporation 
Research Utilization Program 

Dr. Sheldon S. Steinberg 
Project Director 

Joseph A. Kelly 
Team Leader 

James Johnston 
Director, Contracts Division 

Beverley Graham 
Evaluation Specialist 
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COSTING POLICE SERVICES 

Training Team Members 

G. STEVENS BERNARD, City Manager of Grafid Rapids, .Iich, has overall 
responsibllty for the $110 million city budget and its 1,800 employ~es. 
Hr. Bernar<. .las served in city management in several other cities 
including Minneapolis. He has been a Professor at Mankato State Uni­
versity's Graduate Pr~gram in the Urban and Regional Studies Institute. 
As a consultant he has been involved in organizational development, , , 
1iagnostic interventions, and training programs throughout the M1dwest. 
Mr. Bernard earned his Master's Degree in Public Administration from 
the University of Kansas in 1966. 

COMMANDER KENNETH FORTIER is a 20-year veteran of the San Diego Police 
Department. He is currently assigned as Project Director to a $30 mil­
lion decentralization project fo~ l~nd acquisition, design, and con­
structi~n of fire and police stations as well as an Administrative and 
Technical Center. He also supervises the Automated Regional Justice 
Information Systems (ARJtS) administered under a ~o~nt Powers Agehc:y, 
with a Board of Directors composed of elected off1c1als from ten mun1-
cipalities and county governments. During his distinguished career 
with the San Diego Police Department, Commander Fortier has been , 
responsible for conducting management audits of the department; adm1n­
istering the Internal Affairs Unit; the Executi~e Office t9 ~he Deputy 
Chief of Patrol; and Director of the Staff SerV1ces Bureau w1th command 
over Research and Analysis, Communications, Fiscal Management and Per­
sonnel sections. Recently, he participated in the development of the 
National Institute of Justice Program Mod~l entitled Measuring the Cost 
of Police Services. He has taught college coueses in various criminal 
justice subjects and has consulted with numerous cities and cri~inal 
justice agencies with regard to operation and assessment,of po11ce com­
mand control and communications systems. Commander Fort'~r was awarded 
as Master's in Public Admi~istration by San Diego State University in 
1976. 

J"\MES J. HENNESSY is the Executive Director, -ivision of Administration 
for the St. Louis (HO) Police Department. Hr. Hennessy als~ se~ved as 
a number of the Advisory Panel which made substantial contr1but10ns to 
the deve:opment of the National Institute of Justice (NIJ) ~rogra~ , 
Hodel entitled Measuring the C~st of Police Services. In h1s pos1t10n 
with the st. Louis County Pelice Department, he is responsible for the 
administration of the Bureau of Financial Mangement, Planning and 
Research, Data Systems, Personnel and Training, Police-Community R:la­
Hons, and Office Service.s. Durin? his ten years with the st. LOU1S 
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County Police Department, he has d~veloped and implemented Zero-Based 
Budg~ting to this Department, and has established a long-range planning 
unit. His background includes budget management and administration 
and the tiesign and implementation of a computerized fleet management 
sy~t:m and pa~ticipa~i~n. M~. Hennessy earned a Master's Degree in 
Cr1m1nal JUst1ce Adm1n1strat10n at Michigan State University in 1970. 

JOSEPH T. KELLEY, Assistant Director of the Municipal Finance Officers 
Association (MFOA), serves as the key advisor on governmental budgeting 
and computer technology to the organization and its members. While at 
MFOA, he has been involved in a major fiscal impact study for the Army 
Corps of Engineers and the introduction of a local government financial 
mangement information database. He has worked in the private sector 
as a Systems Analyst and Project Director and for the City of Cam­
br~dge, Massachusetts, as an Administrative Analyst. While in Cam­
br1dge, Mr. Kelley exercised considerable leadership in revising the 
city's unfavorable credit situation in 1976. Joseph J{elley is widely 
published both as a frequent contributor to "Resources in Review" and 
in other professional journals. Mr. Kelley received a Master's Degree 
in Mathematics from the University of Arizona in 1978. 

JOSEPH A. KELLY has nearly 15 years of experience in the management, 
desi~, and,deliv:ry of training and technical assistance for a variety 

,of c11ents 1nclud1ng health and law enforcement professionals as well 
as volunteers engaged in international economic development activities. 
Most recently, he has managed the development efforts of a training 
program for police executives directed at the improvement of police 
management practices. He has also developed technical assistance 
strategies and systems intended to address the problems of violence 
and vandalism in our nation's schools and the removal of juveniles and 
status offenders from adult jails and lock-ups. In addition, he has 
designed and provided training for health professionals from more than 
350 free-standing primary care medical units nationwide. Mr. Kelly 
earned a B.A. degree from the University of Notre Dame in 1963. 

BISHOP T. ROBINSON is a police executive with 30 years of experience. 
Presently, he is the Deputy Commissioner of the Operations Bureau for 
the Baltimore Police Department. In that position, he is responsible 
for the administration and management of Baltimore's four major divi­
sions including Criminal Investigations, Patrol, Traffic, and Community 
Services. Within those divisions more than 2,600 personnel are 
employed. He also serves on the National Institute of Justice National 
Advisory Board and is chairman of its Committee on Research Priorities. 
During 1980-81, Deputy Commissioner Robinson wag President ~f the 
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National organization of Black Law Enforcement Executives (NOBLE). 
During his distinguished police career, Bishop Robinson has been Chief 
of Patrol, Director of the Central Records Division, District Com­
mander, and Assistant Director of the Education and Training Division. 
In addition, he has served as Project Director for numerous federally 
funded grants/projects aimed at improving police services through the 
implementation of innovative programs. Deputy Commissioner Robinson 
is an Adjunct Professor and has authored or co-authored numerou~ publ~­
cations. He was awarded a Master's of Education Degree from Coppin 
State College in 1973. 
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COSTING POLICE SERVICES 

Final Farticipant List 
Pilot Delivery 

September 15-16, 1982 

ALEXANDRIA, VIRGINIA 

Alexandria Police Department 

John Streeter, Deputy Chief 

City of Alexandria 

Brad Hammer', Deputy City Hanager 

PRINCE GEORGE'S COUNTY 

Prince George's Police Department 

Capt. William Sahaydak, Commander, 
~lanning Division 

Major Larry Shanks, Commander, 
Bureau of Managem~nt Services 

Prince George's County Government 

Major Riddick, Principal Budget Officer 

WILMINGTON, DELAWARE 

Wilmington Police Department 

Hon. Dennis Regan, Chief 

Lt. Louis Dempsey, Planning Division 

City of Wilmington 

David Singleton, City Manager 

Bruce smith, Budget Officer 
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SESSION 1 

Day I 

WELCOME AND WORKSHOP OVERVIEW 

The purpose of this session is to welcome participants, introduce 
the training staff, and describe the training materials, methods, and 
schedule. 

In addition, we will examine and discuss the origins of the Pro­
gram Model entitled Measuring the Costs of Police Service. We will 
also review the goals and objectives of Costing Police Services as well 
as the specific content and flow of the training program. At the con­
clusion of this session you should know where we are headed and how we 
\'li1l get there. 

Specifically, this session will address: 

• Program Model derivation 

• Training goals and objectives 

• Training flow chart. 
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TRAINING MATERIALS 

Participant's Handbook: This Handbook will be used as your 
guide and outline for all the workshop sessions. It has been 
designed as a working text which provides space for your 
notes and conunents .. 

Program Model: The 11anual contains Measuring the Costs of 
Police Services, the narrative description of the program 
model upon which the workshop is based. 

TRAINING METHODS 

The design of this workshop incorporates the integrated use of 
s~ort lectures, plenary group discussions, small work groups, selected 
v1suals, and other techniques to facilitate participant interaction. 

EVALUATION OF TRAINING 

At the conclusion of each training day, you will be asked to take 
a few minutes to review and evaluate the workshop sessions presented 
that day. Forms are included in this Handbook for that purpose. 

TRAINING GROUND RULES 

Because the time available is short and the material to be covered 
considerable, the most important ground rule is to be on time for each 
session. In fairness to all, we will adhere to the training schedule 
as closely as possible. 
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CONFERENCE ROOM - EMERGENCY PROCEDURES 

We will take a few minutes to become acquainted with FIRE EXITS 
and EVACUATION procedures. 

PROGRAM MODEL 

Measuring the Costs of Police Services was published by ABT Asso­
ciates under contract to the National Institute of Justice in January 
1982. The development of the Program Model was based upon exhaustive 
research into the state of the art with regard to costing practices of 
police agencies throughout the United States. The project was directed 
by Kent John Chabotar of ABT Associates and the NIJ Program Monitor 
was Mr. James Gardner. 

DATA SOURCES 

Data used in the development of the Program Model included: 

• An extensive search of the literature in police management, 
accounting, and information systems 

• A national mail survey of existing police costing techniques, 
budgeting and accounting processes, uses of cost information 
in decisionmaking, and capacities to measure costs of police 
services 
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Four jurisdictions were chosen for on-site study and used in 
the Program Model for in-depth case observations. Those jur­
isdictions were chosen based clpon the results of the mail 
survey. 

An Advisory Panel reviewed the results of the sU4'vey and 
on-site studies and provided substautive input to the design 
and content of the Program Model. 

CASE STUDY JURISDICTIONS 

• Alexandria, Virginia Police Department 

• 

• 

• 

• 

Arkansas State Police 

San Diego, California Police Department 

Sunnyvale, California Department of Public Safety. 

PROGRAli liODEL ADVISORY PANEL 

Mr. Ken Fortier 
Commander 
San Diego Police Department 
California 

• Mr. James Hennessy 
Directer of Administration 
St. Louis County Pelice Department 
Missouri 
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• Dr. Vincent Pivnicny 
Supervising Performance Auditor 
Department of State Auditor 
Massachusetts. 

The Program Model which emerged is one which presents simple cost­
ing procedures that are applicable to a broad spectrum of agencies with 
varying levels of knowledge skills and attitudes in cost anaysis. It 
is the foundation upon which this workshop is constructed. 
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WORKSHOP GOALS AND OBJECTIVES 

Program Goal 

The goal of Costing Police Services is to assist police and other 
municipal executives in the understanding and use of specific cost 
analysis principles and practices, in order to improve decisionrnaking 
with regard to resource allocation and use and to increase levels of 
accountability within the managerial functions of the organization. 

Program Objectives 

To achieve this goal, it is anticipated that by the end of the 
workshop participants will be able to: 

• Identify and define the c~nc~pt, key components, and benefits 
of cost analysis; 

• Develop a cornmon language and begin a continuing dialogue 
among police and other municipal officials who attend 
trctining with regard to the application of cost analysis; 

• Understand the application of cost analysis as it relates to 
specific police management functions; 

• Apply a strategic planning process which addresses cost 
information needs and requirements; 
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Apply cost analysis procedures to determine the efficiency 
and/or effectiveness of police services; and 

Understand the operational ard management implications with 
regard to the effective implementation of cost analysis systems; 

Apply a strategic internal management and policy-making pro­
cess which incorporates cost analysis findings as a critical 
element. 

Program Outcomes 

At ~he conclusion of tra~ning, participants will be provided an 
0l?portun~ty to develol? an achon pla.n which identifies candidate ser­
v~ces for cost analys~s as well as the procedures and timetable neces­
sary for implementation. 
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COSTING POLICE SERVICES 

TRAINING SCHEDULE 

SJU.1PLE 

DAY I 

• Registration 

• Session 1 
Welcome and Overview 

• Session 2 
Cost Analysis: First Steps 

BREAK 

• Session 3 
Cost Applications for Policing 

CLOSURE DAY I 

DAY II 

• Review Day I 

• Session 4 
Planning for Cust Analysis 

LUNCij 
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12:00 Noon 

1:00 p.m. 

2:00 - 3:30 p.m. 

3:30 - 3:45 p.m. 

3:45 - 5:15 p.m. 

5:30 p.m. 

9:00 a.m. 

9:15 a.m. 

12:00 Noon 

, 
! 
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DAY II 

• Session 5 

DAY III 

• 

• 

• 

Cost Analysis: How To 

CLOSURE DAY ]I 

Review Day II 

Session 6 

Session 7 

Session 8 

Cost Analysis: Problem '~~olution 

LUNCH 

Cost Analysis: Management Perspective 

Action Planning 
Small Group Activity 
Small Group Reports 

CLOSURE DAY III 
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1:30 p.m. 

5:00 p.m. 

9:00 a.m. 

9:15 a.m. 

12:30 p.m. 

2:00 p.m. 

4:00 p.m. 

5:30 p.m. 



COST ANALYSIS OF POLICE SERVICES 

Flow of Training 

Cost Anal~~iR: First Steps 

Applications of Cost Analysis 
to Policing 

Planning :or Cost Ar.alysis 

Cost Analysis: How To 

Cost Analysis: Problem 
Resolution 

Cost Analysis: Management 
Perspective 

Cost Analysis: Action Planning 

• Formulating Questions 
8 Defining Services 
• Identifying Appropriate Cost 

Components 

$ Public Sector Environment 
• Productivity Improvements 
• Police Management Functions 
• Uses of Cost Analysis 
• Problems in PoJ.ice Costing 

• Planning Model 

• Demonstration of Methods and 
Prccedures for Analy~ing Service 
Costs 

• Case Study Problem Resolution 

• Cost Analysis System Implementation 
Needs 

• Responding to Cost Analysis 
Results 

• Impact of Cost ~nalysis Results 
• Managing Change 

• Identificatioln of Candidate 
S~rvices for Ctist Analysis 

• Development Procedures and Time­
table for Implementation 

1-10 
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Results of the national mail survey used for' development of 
Program Module "Measuring the Cost of Police Services." 
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1. 

2. 

ATTACHMENT .~ 

AGGREGATE RESULTS FROM CITIES AND COUNTIES 

Which of the following budgeting approaches is utilized by your police 
department? 

9 Line items 

2 P~09ram budgeting (paas) 

2 Zero base (ZBB) 

7 Other (please name): line item and PBBS 

line item and ZBB 

2 All of the above 

Does your budgeting process include the ~nalysis of costs based upon 
indicators (measures) of performance? 

15 YES 

11 NO 

3. If yes, which of the followin~ levels of cost analysis are performed? 

4. 

5 By organizational unit (e.g., division, precinct) 

13 By function or activity (e.g., patrol, criminal investigations) 

1 Other (please list): object of e:<penditure _._. ___ _ 

8 ~o response 

Are alternative levels of resources for each unit or activity--along 
with corresponding projections of s~rvice levels--typically provlded in 
the budget? 

8 YES 

16 NO 

1 No response 
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r: .. If cost analysis is performed at the organizational unit level, please 
provide several examples of budget headings (e.g., Bureau of Patrol, 
Division of Criminal Investigations) and performance measures by which 
their costs are analyzed (e.g., cost per patrol hour, man hours per 
arrest). 

BUDGET HEADING 

East, Central North 

Traffic 

Detectives 

Crime prevention 

Uniform Forces 

Investigation and Training 

General Support 

Parking Enforcement 

Airport Security 

Patrol 

Warrant Detail 

District Patrol 

Traffic Division 

Internal Affairs 

Training Division 

District I (uniform patrol) 

Vehlcle Maintenance 
Operations 

Services 

1-l3 

PERFORMANCE MEASURE 

# emergency responses to calls for 
service, non-emergency response 
calls for service, crime prevention 

# moving violation citations, 
accidents investigated, hit and 
runs 

# cases reviewed, investigated, 
clearances 

# volunteers recruited, security 
surveys, property markings 

average response time (no cost 
element) 

i warrants served (no cost element) 

* offenses per 100K popUlation, 
response time for services, number 
of arrests 

* accidents per 10K registered 
vehicles, per 10K population, 
fatalities per 10K population 

# complaints investigated and 
inspections condUcted 

total training provided in terms 
of # of officers and types of 
training 

# calls for services and avg. 
response time, % of arrests and 
cases handled 

daily avg. vehicle "down" 

* service requests, field investi­
qations case, preparation/court 
presentations 

# calls processed, computer 
tr ,:!nnar:tions 

j 
( 
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BUDGET HEADING 

Inspectional Services 

Program Management 

Administration 

Organized Crime 

Central Investig~tion 

Special Criminal 

Patrol 

Plan~ing and Research 

Investigations 

Field Operations 

Suppott 

PERFORMANCE MEASURE 

# uses of force investig~tiont 
dissemination of court information, 
inspections 

maintenance of evidence property, 
financial (payroll vouchers, 
contracts), info. systems maintained/ 
developed, reduce vehicle downtime 5% 

assess division reorganization 
impact, strategic plans, improve 
employee relations 

arrest vice law violators, provide 
technical ~ssistance, legislature 
testimony 

cost per clearance 

costs per clf~arance arrest, case 

variable for each bureau, depending 
Upon written justification and 
projected changes in specific 
output units applicable 

for additional resources by 
bureau v for subordinate ac~ivities 
or functions under bureau 

# positions, % increase in crime, 
clearance rate 

# calls for service response time, 
resources used 

manpower rate, prisoner processing 

If cost analysis is performpd at :.he acti'/ity level, please provide 
several examples of budget headings (e.g., homicide investigations, 
personnel recruitment) and performance measures by which their costs are 
analyzed. 

BUDGET HEADING PERFORMANCE f.lEASURE 
Personnel and Training 

Precincts 

Administration 
Uniform Bureau 

1-14 

I in-service traininq hours, ~ 
specialized training events 

% emergency responses under 5 minutes, 
avg. emerqency response time 

# internal affairs complaints 

costs of handling dispatched 
calls, costs of aSSigned cases 
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BUOOET READING 

Detective Bureau 
Crime Laboratory 

Personnel Bureau 

General Investigations 

Patrol (operations program) 

Investigation (operation program) 

Traffic (operations program) 

Support Services (auto maintenance) 

personnel Recruitment 

Preventive Patrol 

Administrative Services 

Field Operations 

Criminal Investigation 

Career Development 

Management Controls (court liaison 
subpoena) 

Criminalistics 

Records & Identification 

Central Lock-up 

Court Liaison 
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PERFORMANCE MEASURE -
Cost ·,f investigation of each 
classification of cases, homicide, 
robbery, c~ime scene responses, 
drinking drivers tests, drugs and 
tr ace evidence 

• baCKground investigations 

clearance rate (no cost element), 
Denver anti-crime conducted cost 
analysis for "calls in service", 
which is not budget heading 

city wide average response time, 
traffic citations 

crime/property/homicide/juvenile 

, moving citations, drunk driver, 
special event hours 

total vehicles maintained, It miles 
driven, avg. out of service time 

avg. monthly turnover 

% beat time 

* criminal and traffic reports 
handled, calls received for service, 
expenditure data by unit level 

4 par~ I crimes, general arrest 
and clearance, # miles patrolled 

clearance rat~, monetary value of 
property, avg. case load per 
investigation 

recruit training, inservice and 
advanced tr3ining, t baCKground 
investigations 

~ inspections, court security, 
subpoenas 

cases processed, crime scenes, 
photographs 

reports processed and supplied, 
fingerprints, special officer 
permi ts 

time/pdsoner needed for process, 
PEl te,sts, pr isoners delivered to 
CO'Jrt 

hrs. courts manned, subpoenas and 
attachments 
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Cont. 

BUDGET HEADING 

Personnel/Payroll 

Offenses against Persons 

Fleet Malntenance 

Animal Control 

Budget Office 

Proper.ty Clerk 

Physical Cr imes 

General Investigations (hit 
and run detail) 

Criminal Investigations Special 

Patrol - South 
Parto! - North 
Metro - central 

Helicopter 

Special services 

Technical 

Staff 

Recruitment, Academy 

PERFORMANCE MEASURE 

transaction/personnel and payroll 

complaints, arrests, clearance 

cost per mile per vehicle, per 
month per vehicle 

cost per (various actions, routinely 
performed within function description) 

cost per procurement or claim paid 

cost per property item or evidence 
package processed 

* investigation/clearance 

hit & run & 78% over 3 years, # 
personnel increased, accident by 
detail & 80% over 3 years, response 
time to follow-up hit & run 
invest igations 

~ major crime 

4 police per sq. mile 
population ~ensity 
crime analysis by area 

vehicle cost per mile 

employment rate, scope of recruit­
ment area, ~ of classes 

If cost analysis is pr,)vld~d ..lt other tnan the unit of activity level, 
please provide several examples of budget headings and performance 
measures by which their costs are analyzed. 

BUDGET HEADING 

Precinct Operations 

Special Operations 
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PERFORHANCE MEASURE 

reponse time for priority 1 & 2 calls ~ 
# for pr.iority 1 & 2 calls for service 

* priority 3,4,& 5 calls responded 
to with an expectation time ~ 
total # of 3,4,& 5 calls 

# incidents which result in injury 
or property damage (resulting from 
an explosion) 7 total • incidents 

~ unanticipated orq~ni7.p.n crime or 
..)·:·.~\'tti,;tS ')r ever.':': '; tL)t,it Ii l')f 

,:-ICI; J V. ~ ies ::r evenu; ()C':'Jr':: i 'Ig 

.. 
I. 

B. 

9. 

Cont. 

BUDGET HEADING 

Invest;,g~tions 

Services 

Fuel Usage 

Uniform 

Office Supplies 

Reproduction 

Conununications 

Perso'nnel 

Supplies 

Equipment 

Contractual 

Maintenance 

Capital Outlay 

PERFORMANCE MEASURE 

4 cases prepared and SUbmitted to 
judicial system which pass 1st 
jUdicial screening ~ total 4 
cases submitted 

# officers (actual strength ~ 
total ~ offic~rs authorized 
strength) 

cost per day/month 

cost per man by center/department 

# per month center/department 

unit/activity per month 

unit/activity per month 

* police personnel, civilians, 
clothing allowance-

vehicle rate 

solo motorcycle allowance 

Which organizational unit(s) within your jurisdiction is responsible 
for preparing the police department's budget? 

~ Police Department 

~ City/county administrative services department 

-L City/county finance department/budget bureau 

Which unit(s) is responsible for maintaining cost information on police 
operations (e.g., police planning unit, county clerk, treasurer's 
office)? 

14 Police Department 

-1-- City/county administrative services department 

~ City/~ounty finance department/controller/budget 
1 Not done 
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10. Does your jurisdiction have some form of cost accounting system which 
provides routine reporting of police expenditures? 

21 YES 

" NO -. 
No response 

11. If yes, please briefly describe that system (e.g., is it computerized 
or manual, frequency of reporting, examples of output). 

22 Computerized/monthly 

3 Manual/irregular 

12. Who makes the final decisions regarding resource levels funded by the 
budget? 

13. 

14. 

15. 

20 City/county chief executive and legislature 

4 Police department 

2 No response 

Does the approved budget establish the police department's goals and 
objectives for the coming year? 

17 YES 

8 NO 

No response 

!f yes, does your police department have a performance reporting'system 
which monitors specific units or activities in terms of results? 

15 YES 

4 NO 

9 No response 

Is cost a variable in the performance system? 

10 YES 

1 1 NO -6 No response 
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16. Is cost analysis performed at any time of the year other than during 
budget preparation? 

17 YES -
5 NO 

2 No response 

17. If yes, for which of the following is cost analysis undertaken? 

1 a. 

10 Long range plannino 

14 

12 

Financial resourcp. allocatlon 

Human resource allccation 

14 Evaluation 

12 Contract services 

6 

Other (please list): ~~ke/buy/lease decisions 

No response 

If cost analysis has b~en ~tilized in rpsource allocation (other 
than during budget preparation), please provide brief discussions of 
one or two such studies, their nat~re and their outcomes. 

"calls for service" 

unexpended appropriations analysis 

revenue analysis 

manpower allocation study lovertime reduction, court appearances) 

vehicle utilj.zation st'ldy (compact cars, 1 man patrol, 2 man patrol 
neighborhood teams) 

proposed precinct consolid~tlon 

~ecruiting (benefits 0t multi-state adv~rtisinq costs) 

alcohol enforcement 

use of civilians in police communications 

early retirement 

helicopter purchase 

18 No response 
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20. 

your iurisdiction's ability to measure the costs How would you rate _ 
of specific police services? 

3 Excellent 

4 Good 

5 Adequate 

7 Fair 

8 Poor 

Not sure 

Please provide three reasons for your rating in 419. 

Excellent/Gc~/Adequate 

similarity of financial and cost accounting systems 

access to detailed expenditure records (historical and projected) 

use of computers in financial record-keeping and reporting 

costs currently allocated by orqanization ~nit and police function 

budget requests requ1re extens1V~ , . J'ustifications including cost analysis 

sufficient staff expertise 

cooperation from top management 

quantifiable performance measures 

Fair/Poor 

lack of computerized financial data base 

'd t'f' d l'n systemmatic fashion specific services not 1 en 1 le 

lack of workload factors 

records not kept 

no experience or expertise in cost analysis 

lack of interest by top management 

and t ~me involved in cost anlaysis expense '" 

no acc,~ss to consultant services 

lack of departmental objectives and performance indicators 

use line item budget not relevant to cost analysis of services 

police records kept at city/county level 

1-20 

21. To what extent does your jurisdiction need a handbook that wPuld explain 
how to measure the costs of police services? 

~ Significant need 

10 Need 

o Not a need 

2 Unsure 

3 No response 

22. Please provide reason(s) for your response to *21. 

lack of local expertise 

need identification of services that might be cos ted 

need standardized objects of expenditure 

decl~ning police budgets force tighter cost control 

improved cost analysis would facilitate managerial decision-making and 
long-range planning 

useful in cost-benefit analysis 

better cost comparisons of alternative crime prevention techniques 

23. To enhance its relevance to your jurisdiction's needs, what topics 
should be covered by the handbook? 

how to calculate administrative overhead expenses 

p.:esentation of cost finding methodologies for in'.-estigations, court 
sched~ling, support departments like personnel or accounting, contract 
se£vices, vehicle maintenance costs, selected equipment, different 
police department organization plans, high police turnover, capital 
outlay 

general discussion of the uses of cost information to improve organiza-
tional efficiency and effectiveness 

clear, realistic definitions of typical services to be costed 

case stUdies of jurisdictions using effective cost acounting systems 

how to allocate support department costs to line operations 

how to calculate the marginal costs of one or more additional officers, 
patrol cars, etc. 

proper uses of existing information systems to acquire cost information 
b~sic cost accounting concepts 

"walk through" costings of sample police services 

how to consider infldtion in projecting costs 

how to keep better finanCial records 
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ATTACHMENT A 

AGGREGATE RESULTS FROM STATES 

Which of the following budgeting approaches is utilized by your police 
department? 

Line items 

Program budgeting (PBBS) 

3 Zero base (ZBB) 

~ Other (please name): line item and PBaS 

2. Does your budgeting process include the analysis of costs based upon 
iadicators (measures) of performance? 

G YES -
2 NO 

3. If yes, which of the following levels of cost analysis are performed? 

-1-- By organizational unit (e.g., division, precinct) 

-1-- By function or activity (e.g., patrol, criminal investigations) 

1 Other (please list): by organization and activity 
No response 

4. Are alternative levels of resources for each unit or activity--along 
with corresponding projections of service levels--typically provided in 
the budget? 

, , 

2 YES 

6 NO 
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:-. If cost analysis is performed at the organizational unit level, please 
provide several examples of budget headings (e.g., Bureau of Patrol, 
Division of Criminal Investigations) and performance measures by which 
their costs are analyzed (e.g., cost per patrol hour, man hours per 
arrest) • 

BUDGET HEADING 

Administtation 

Criminal Investigation 

Highway Patrol 

Personnel, training 

Traffic Division 

Game Division 

Criminal Division 

Crime Laboratories 

Administration of the Division 

Employee relations and training 

Patrol Activities 

Criminal Investigation 

Technical Police Services 

General Operational Support 

Bureau of District Operations 
(traffic patrol districts) 

Truck Weight Enforcement 

Chemical Testing 

Police Communications 

PERFORMANCE MEASURE 

cost per hour 

cost per hour, case, arrest 

cost per hour, mile, arrest 

cost per hour, student applicant 

t hazardous traffic offenses, 
registration and licensing, t 
accidents and deaths per 1,000,000 

t game and fishing offenses, 
angling, hunting, commercial 
fishing and boat licenses checked 

t investigQtions, major offense 
clearances, fingerprints, cards 
and criminal records processed 

# cases, items, crime scene 
investigators 

4 citations, contracts, paid staff 
time, staff hours 

* contracts, citations, revenues, 
staff time worked vs. paid 

machine operation certified training 

tower down time, % of equipment in 
service, % of service meeting 
standards (timeliness, accuracy) 
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i' , 

,. 

I£ cost analysis is performed at the activity level, please provide 
several examples of budget headings (e.g., homicide investigations, 
personnel recruitment) and performance measures by which their costs 
analyzed,. 

are 

BUDGET HEADING 

Highway Traffic Safety (Pat!ol) 

Criminal Investigations 

Administrative 

Operator Qualification Control 

Venicle Standards Control 

Traffic Supervision 

Criminal Law Enforcement 

Crime Prevention 

Enforcement 

Vehicle and Driver Safety 

Technical Services 

PERFORMANCE MEASURE 

• deaths, accidents and location, 
tickets issued 

t criminal cases opened, cases 
solved and cleared, drug arrests 
and investigation 

t cost per mile of vehicle fleet, 
turnover rate, equipping, troopers 
training 

operators examined or reexamined, 
accidents attributable to unquali­
fied drivers 

inspection stations, stations 
visited, • accidents from vehicle 
failure 

# arrests for hazardous moving 
violations, actions of operators 

t crime clearances, convictions, 
arson 

i juvenile offenders handled 
informally 

t accidents, arrests, criminal 
investigations 

t written, vision, or driving 
exams 

* monthly transactions 

If cost analysis is provided at other than the unit of activity Level, 
please provide several examples of budget headings and performance 
measures by which their costs are analyzed. 

BUDGET HEADING 

Department of Highway Safety 
(highway patrol) 

1-29 

PERFORMANCE MEASURE 

% change in auto theft recovery, % 
enforcement actions resulting from 
accident violations, t of motor 
vt~hicle population given assistance, 
4 inspections by motor vehicle 
inspection teams, avg. t license 
exams given at exam station 

.... ~~ .. __ .. _ ..................... *_ ................................. mr .... .,~ .... ~3X __ $----------~--~~------------------------------



8. 

9. 

10. 

11 • 

~ 2. 

Which organizational unit(s) within your jurisdiction is responsible 
for preparing the police department's budget? 

4 

3 

State Police Department 

State Police and OMS 

No response 

Which unit(s) is responsible for maintaining cost information on police 
operations (e.g., police planning unit, county clerk, treasurer's 
office)? 

5 State Police Department 

1 

1 

1 

State Police and OMB 

Varies 

No response 

Does your jurisdiction have some form of cost accounting system which 
provides routine reporting of police expenditures? 

7 YES 

No response 

If yes, please briefly describe that system (e.g., is it computerized 
or manual, frequency of reporting, examples of output). 

__ 7 __ Computerized/monthly or bimonthly reporting 

1 Both automated and manual 

Who makes the final decisions regarding resource levels funded by the 
budget? 

1 State Police Department 

3 State legislature 

2 Governor 

-1-- State legislature and governor 

1 No response 

1-30 

1 

i! 
Ii 

II 
~ 
'I 

Ij 
1'1' f 

II 

~ 
II 
Ii 
t! 

~ 
k 

i 
I" 

d. Does the approved budget establish h 
objectives for the coming year? t.e police department's goals and 

3 

2 

YES 

NO 

~ Conflict in responses 

1 No response 

14. If yes, does your polic~ department hav 

15. 

16. 

17. 

which monitors specific units or activi~ia P7 r f.ormance reporting system 
es ln terms of results? 

o YES --
7 NO 

No re~jponse 

Is cost a variable in the pprformance system? 

3 YES 

2 NO 

3 No response 

Is cost analysis performed t 
budget pteparation? a any time of the year other than durin~ 

6 YES 

NO 

No response 

If yes, for which of the followlng l'S 

__ ~ Long range planning 

-L Financial resource allocatiol1 

~ Ruman resource allocation 

-1-- EvalUation 

-1-- Contract servi~es 

cost analysis undertaken? 

---1-.. Other (please Us!:): 

1 No response 
lease or purchase vehicles/equipment 
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18. If cost analysis has been utilized in r~source allocation (other 
than during budget preparation), please provide brief discussions of 
one or two such studies, their nature and their outcomes. 

4 

gasoline pricing and usage 

turnover of patrol vehicles 

accident reporting 

federal grant monitoring 

No response 

19. How would you rate your jurisdiction's ability to measure the costs 
of specific police services? 

Excellent 

2 Good 

0 Adequate 

2 Fair 

2 ~or 

Not sure 

No response 

20. Please provide three reasons for your rating in 419. 

__________________ E_x_c_e~llent/~Go~od~/A~d~e~q~u~a~t~e~ ____________ ___ 

access to COl3t information 

adequate staff to carry out analysis 

good activity reporting by each trooper 

Fair/Poor 
unpredictable effects of inflation 

ina~equate infotlil.:~ion systems 

accounting system focused on line items, not police functions 
lack of staff expert Ie 

21. To what extent does your jur isdiction need a handbook that wouJ.d explain 
how to measure the costs of police servic~s? 

Significant need 

4 Need 

1 t-:ot a need 

Unsure 

No respons~ 
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22. Please provide reason(s) for your response to '21. 

need to upgrade staff expertise 

always useful to have more information 

no need or interest in costing specific services 

23. To enhance its relevance to your jurisdiction's needs, what topics 
should be covered by the handbook? 

how to minimize respondent burden in col!ecting cost data 

how to perform benefit cost analysis 

sample police services to be cos ted 

how to enhance the validity and credibility of cost data 
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SESSION 2 

DAY I 

COST ANALYSIS: FIRST STEPS 

During this session we will examine key issues related to beginning a 
cost analysis. Specifically, the following will be explained and dis­
cussed: 

• how to formulate the question that the cost aualysb will 
address 

• how to define the service to be e2tamined 

• how to select units of service delivery. 

• appropriate and useful terminology and definitions 

• how to identify the components of cost that apply to particu­
lar management options. 

Cost analysis seeks to relate input (costs) to outputs (services); it 
seeks to associate th~ results of municipal activities (benefits) with 
the efforts required to achieve the results. As SUCh, cost analysis 
deals with questions of quality and quantity of services delivered, 
altarnative methods of delivering services, the efficiency of service 
delivery techniques, and the trends in service costs over time. 
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Cost analysis can be an effective management tool whenever the question 
at hand involves choices between alternatives, decisions on pricing a 
service, 01 more future-oriented questions, such as, "what would happen 
if we •.• ?" Cost analysis, though, is perhaps used at its best 
whenever it becc~cs a diagnostic tool, used to locate management prob­
lems before a situation gets ~ut of hand. The only problem worth talk­
ing about is the one you never had. 
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COST ACCOUNTING VERSUS COST ANALYSIS 

A distinction should be drawn between cost accounting and cost analy­
sis. Cost accounting refers to the accounting system of an organiza­
tion which has an added cost dimension. This means that traditional 
expense accounts such as salaries and supplies would be further classi­
fied into another set of mutually exclusive cost categories. There 
are two basic ways of classifying cost: 

• By function or service. For example, public safety (a func­
tion) or burglary investigation (a service). 

• By pLoduct or service purchased. For example, gasoline (a 
product) or rent (a service). 

A consequence of this is that if a service orientation is superimposed 
on an accounting system that records expenditures by "object code," 
the resulting system would have many times as many accounts. For exam­
ple, if a traditional accounting system with ten object codeD was 
"upgraded" to provide information for five service categories, the num­
ber of accounts would expa~d from ten to fifty. It should be noted 
that the number of object codes and service concepts needed in a typi­
cal application almOt3t mandates some form of computerization. 

Cost analysis, on the other hand, may be helped by, but is not dependent 
upon, a cost accounting system. Cost analysis simply refers to a col ... 
lection of techniques used to identify and access costs associated with 
a particular service, job, or other event. The classification used in 
an organization's cost accounting system (if one is present) may not 
always be the same as the classification needed for a particular analy­
sis. Management needs change with changing conditions and cost analy­
sis changes with them. 
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EXHIBIT 2-A 

COMPLIANCE ACCOUNTING LOOKS TO THE PAST WHILE COST ANALYSIS LOOKS TO THE FUTURE 

PAST------------------------------------PRESENT---------------------------------FUTURE 

ACCOUNTING L FINANCIAL 
EVENT ~-----A-C-C-O-U-NT-I-N-G-----------

• FINANCIAL 
STATEMENTS 

• BUDGET VS 
ACTUAL 
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RECEIVABLE 
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REPORTED ANALYSIS 

EVENT 
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PROJECTIONS 

• COST/BENEFn' 
ANALYSES 

• CONTRACT 
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EXAMPLES OF COST ANALYSIS APPLICATIONS 

Some samples of appropriate cost issues grouped by the six management 
categories are indicated below. Please read through them. 

In the following activity you will be asked to provide your own sugges­
tions of how cost analysis might be used in your jurisdiction. 

-

• ~anning: Establishing the cost of a police service to 
choose among alternatives for providing that service. 

Our Example: Determining the cost of operating police tow 
trucks versus the cost of contracting with private firms to 
tow autos. 

• Budgeting: Establishing the cost of a police service to 
forecast future costs under changing conditions or require­
ments. 

• 

• 

Our Example: Projecting the future cost of recruit training 
for various sizes of classes and different lengths of train­
ing periods. 

Controlling: Establishing the cost of a police service over 
time to monitor expenditures and facilitate cost containment. 

Our Examp!~: Analyzing the costs of patrol activities to 
identify those that have rapidly increasing costs. 

Evaluating: Establishing the cost of a police service rela­
tive to the objectives of that service. 

Our Example: Using cost analysis to determine the optimum 
division of crime investigation responsibilities between 
patrol officers and detectives. 
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• 

• 

Pricing: Establishing the cost of a police service for set­
ting fees or cross-jurisdictional charges. 

Our Example: Determining the cost of crowd control for a 
rock concert to permit recovering the cost from the promoter. 

Reporting: Establishing the cost of a police service to per­
mit comparisons among precincts or across jurisdictions. 

Our Example: Determining the cost of responding to a call 
for service to permit comparing this cost with similar costs 
in other jurisdictions. 
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ACTIVITY A 

Most p~lice managers tend to think of costs from the point of view of 
how their department is organized rather than what services they pro­
vide. To help you understand how cost analysis can contribute to man­
agement decisions, we described examples of how cost analysis is used 
to support each of the six main Management Functions. Now we would 
like you to suggest several questions or management decisions that come 
from your own experience where cost analysis information would have 
been helpful. 

• 

• 

• 

• 
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ACTIVITY A WORKSHEET 
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STYLES OF BUDGETS 

Host municipal budgets are developed, organized, and presented in a 
"line item II format. Sometimes referred to as an "object of expendi­
ture,lI a IIline itemll is the estimated annual cost of one item or ser­
vice. Examples are gasoline, electricity, heating oil, salary, rent, 
overtime, travel, police cars, or anything else that is bought, rented, or consumed. 

The level of detail associated with line items (the IIChart of 
Accountsll) can vary enormously, from IIpostage stampsll to IItraining.

1I 
The first object, postage stamps, stops short only at specifying whose 
picture should be on the stamp. Training, on the other hand, is con­
siderably more general in nature. Expenditures from such a line item 
might cover travel to a training center, lodgings while there, and per­
haps even some IIfood and ice" (another famous line item). 

Training as a concept is much more output-oriented than postage stamps. 
Some styles of budgeting are also more focused on results achieved 
rather than goods consumed. Such budgets are referred to generically 
as IIprogram budgets,lI meaning that the focus of the budgeting process 
is not on stamps (inputs) but on things to be done and goals to be 
achieved (outputs). Since services are outputs, program budgets are 
inherently more service-oriented than line item budgets: programs are 
usually described in terms of the collection of services they consti­tute. 

COST CENTER BUDGETING 

While line item budgeting tends to be the dominant style of municipal 
budgeting, a large number of jurisdictions use a form of budgeting that 
implements programmatic thinking. Such jurisdictions arrange their 
budgets in "cost centerll formats in Which the total police department 
budget is presented in segments that correspond to major divisional 
elements (chief's office, patrol, investigation, and services). See Exhibit 2-B. 
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Each division, such as Investigation, is further subdivided into con­
stituent "cost centers" such as "Crimes Against Property.1I 

Generally speaking, a cost center format budget supports management 
accountability and is a giant step in implementing a cost analysis, 
since service costs should already have been grouped in a fashion that 
would be an early step in a cost analysis. However, assume nothing. 
Verify with the individuals who prepared the budget that it represents 
the realities of service delivery and not the fantasies of a creative 
budgeter or planner. 
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DETERMINING A UNIT OF SERVICE 

The second component of a cost analysis is the unit of service to be 
analyzed. 

A "service" is sonle activity that is the responsibility of the depart­
ment. It may be an activity performed by an individual, such as 
responding to a minor traffic accident, or by several individuals work­
ing together, such as a response to an armed robbery in progress. 

Most police managers are familiar with calculating the costs of pro­
grams, which is what you do when applying for a grant perhaps to begin 
a Community Crime Watch Program, and the ~s of operations, which 
are the way budgets usually ~re written in terms of organizational 
units such as the cost of the Patrol Division and the budget for vehi­
cle acquisitions. 

The cost of services is different from both of these. Most programs 
include a number of different services all lumped together, and fre­
quently when the cost of a program is calculated, many of the services 
involved are ignored. Mos~ operational budgets represent lines of 
accountability for funds rather than what services this money buys. 

A FIRST CRACK A'l' DEFINING SERVICES 

In an organization as complicated as a police department, how can 
complete list of services be asseMbled? Start with your budget: 
you have a program-oriented budget, it should contain information 
what the goals and objectives of the police are. It should be a 
straightforward matter to begin to list the services the police are 
providing. 

a 
if 
about 
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Since even a good program budget will rarely give a complete list of 
services that are being provided, another approach should be used as 
w:ll. Most polic: services,involve the time of personnel, so a conve­
n1ent way of 100k1ng at po11ce services is to see how all services 
together,account fo: everyone's time on duty. If officers a~e not 
e~gage~ 1n ~ne serv1ce, they are engaged in another. A day's activi­
t1es m1ght 1nc~ude court,appearances, motorized patrol, responding to 
c~lls ~or s:rv1~e, locahng and arresting suspects, writing parking 
v10lat10n c~tat10ns, and delivering ~ speech to a community group. 

STANDARDS FOR DEFINING A SERVICE 

Not every activity of a police department is appropriate to be defined 
as a service from the perspective of a cost analysis. To be useful 
for cost analysis purposes, a service should be: 

• observable, so you and I would agree on what that officer is doing 

• 

• 

exclusive, 50 if the officer is doing one thing he or she 
is not doing something else at the same time ' 

homo~eneous, . on: instance of that service is reasonably simi­
~ar 2n what 1S 1nvolved to perform the service to other 
1nstances. 

Of the three standards of observable, exclusive, and homogeneous, the 
second one--exclusive--has particularly dlL'ect bearing in police work 
si~ce.police officers ,of ten engage in more than one service at a time: 
~h1~ 1S the ge~e:al s1tuation whenever patrol responsibilities include 
1~c1dental act1V1ty such as issuing parking tickets. In such situa­
t10ns, considerable care must be u3ed whenever a non-exclusive service MIst be costed. 
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SELECTING A UNIT OF S~RVICE 

Once a service has been defined, a unit of that service is simply one 
instance of the service. If the service in question is the investiga­
tion of burglaries, the unit of service is lithe investigation of a 
(one) burglary." If the service in question is street patrol, the unit 
of service might be IIpatrol of one mile (or block) of street.1I -

QUANTIFYING SERVICE UNITS: MEASURING OUTPUT 

The goal of public expenditures is the delivery of services, and quan­
tifying service units is one way of measuring the delivery of services. 
Simply put, one must count the number of instances of ~ervice delivery. 
What is the volume? Quantifying service units (as distinct from defin­
ing them) always answers the question "How many?" For example: 

• how many assaults w~re investigated? 

• how many assaults were cleared? 

• how many hours of mutorized patrol occurred? 

• how many miles of streets were patrolled? 

2-14 

if 
') 

( 

{ 
ii 
" i! 

A NOTE ON CLARITY 

For reasons of clarity a d' t' t' 
unit of service and 1t~ vOl~e1nc 10n should always be drawn between a 
always ~ instance Of~its deli::;ysur:hmielnt'

i 
A ~ of,service is 

number of "Both ,e ts volume 1S always "the •••• concepts are imp t t b 
different and should be treated as suc~~ an, ut they are conceptually 

CHOOSING SOME FROM MANY 

The four examples of volumes of sid . 
that are given above fall into twerv ce e~1very for assaults and patrol 
two suggest somewhat di 0 groups ln the sense that the first 
with the same issue, I/t~!e!:~!u~~t~~~l of ~~~as~ri.ng "outputs" that deal 
show different ways of measuring the O em. iie second two examples 
next activity, you are asked to same rea ~y: patrol. In the 
your own experience. suggest some unlts of service bas~d on 

.' a 



ACTIVITY B 

This activity is designed to help you think about units of service. 
There are ten typical organizational units of a police department 
listed on the workshop opposite this page. For each, choose one type 
of service usually associated with that bureau or squad and indicate 
what an appropriate unit of that service would be as well as a 
measure of its volume. 

Example: 

ORGANIZATIONAL UNIT UNIT OF SE~ VOLUME MEASURE 

Records Bureau A hackground check 
c.',mj?leted. 

Number complete~ 
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ACTIVITY B WORKSHEET 

~------------------------------------------------------,-----~-----------------, 

ORGANIZATIONAL UNIT UNIT OF SERVICE VOLUME MEASURE 

1. Narcotics Bureau 

2. SWAT l'earn 

N 3. Investigations Branch 
I ..... 

o..J 

4. Communications Branch 

.. , 

s. Traffic Division 

Lfr: 

d t 
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ORGANIZATIONAL UNIT 

6. Crime Laboratory 

7. Legal Office 

B. Patrol Division 

9. Inte~nal Affairs 

10. Air Support Unit 

ACTIVITY B WORKSHEET 
(Continued) 

UNIT OF SERVICE VOLUME MEASURE 

-
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" 

" 
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WHAT IS A "GOOD" UNIT OF SERVICE? 

After the last exercise, it should be clear that there are more "units 
of service" than there is time to measure them all. A selection pro­
cess is needed, but what is a "good" unit of service? Worse yet, what 
is a "better" unit of service? And worst, is there a "best" unit of 
service? 

The characteristics of a desirable unit of service include: 

• simplicity, clarity, and understandability 

• ease of accurate measurement 

• acceptance by those who deliver the service. 

Beyond the availability of reliable data, a good unit of service should 
"zero in on" an element of service over which there is some control, 
for example, response time. Ultimately, a unit of service must be a 
focus of action. 

Of these three principles, the one that is most frequently ignored or 
overlooked is the third: acceptance by those who deliver the service. 
It is absolutely essential that the people who actually deliver a ser­
vice understand how it. is defined and how it is measured and agree with 
both decisions. If there is no agreement with the process, the likeli­
hood of accurate data collection is tremendously reduced. In most 
instances, the IIsource of first data" for any service will be from the 
individuals who directly provide the service--only with their coopera­
tion can an accurate understanding of service delivery problems/needs/ 
potentials be developed. 
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SERVICES ARE NO~ DELIVERED IN ISOLATION 

A pol:Lce officer who responds to a call that a robbery is in progress 
knows that he or she is not alone: other police officers are on their 
way to the scene; communications links with headquarters and other 
officers are maintained; supervisors are shifting more distant officers 
in an effort to provide cov~rage to patrol areas left empty by the 
response. Such support functions, both direct (additional personnel 
on the scene) and indirect (the system responding to both th~ officer's 
needs and the public's needs), are vital to effective service delivery. 
This situation has its analog in cost analysis as well: the cost of 
support services and leadership functions must be c~nsidered in a cost 
analysis. As we shall see later, it is not always appropriate to 
include these costs, but their existance can never be ignored. 
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ACTIVITY..£ 

The basic organizational structure of a typical police department con­
sists of: 

• Chief1s Office 

• Patrol Division 

• Investigations Division 

• Communications Division 

• Administrative Division. 

First: Write down a unit of service provided by one of the divisions 
listed above. (Use the worksheet on the following page.) 

Second: Try to list a supporting service from each of the remaining 
divisions that assists the delivery of your first choice. 

third: Try to find a service in another (non-police) unit of your gov­
ernment that supports police work. 
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ACTIVITY C WORKSHEET 

UNIT OF SERVICE: 

POLICE SUPPORTING SERVICE(S): 

NON-POLICE SUPPORTING SERVICE(S): 
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COST CONCEP~S: TYPES OF DEFINITIONS 

Cost analysis, like most areas of knowledge, consists of a limited num­
ber of central concepts and an associated vocabulary that seeks to 
focus discussion on the concepts. What follows is a discussion of one 
of the basic decompositions of cost: direct and indirect. Following 
that is a general discussion of cost concepts that are useful in cost­
ing police services. 

COST TYPES 

Exhibit 2-C, "Types of Cost, II displays a subdivision of costs into 
"direct" and "indirect,1I with each category being further subdivided 
into its "building blocks. II It is important to note that Exhibit 3-B 
reflects a conceptual organization of costs that facilitates under­
standing types of cost and does not reflect the way infonnation is 
stored in a "typical" municipal accounting system. Indeed, the princi­
pal difficulty in cost analysis is to take cost data aa it is main­
tained in accounting systems and to reassemble this information in a 
form that facilitates decisionmaking. 

The major subdivision is between IIdirect" costs and "indirect" costs. 
Direct costs are those that can be assigned specifically to the service 
being examined. Examples are wages and benefits. Indirect costs are 
necessary for the functioning of the organization but are not clearly 
assignable to a specific service. Examples are depreciation on a 
building or the costs of administering the City Treasury. 
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TYPES OF COSTS 

. persbnnel< Wages 

BenefHs 

~her direct < eqUiP~ent 
. supplies 

Administration < departmental 

municipal 

Facilities -< operating costs 

. capRal costs 
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1 r- GRAY AREAS 

While this distinction between direct and indirect costs sPcm~ quite 
clear, the situations that often are encountered in pract:.ce can be 
anythirg but clear. In the case of direct costs, employee benefits 
are sometimes lumped together in one central account. As a practical 
matter, it can be extremely difficult to apportion a centralized bene­
fits account to individuals in a specific program. One method to get 
around this problem is to average the benefits received by a group of 
people. Information on reasonably accurate bases for an allocation is 
often contained in city contracts with unions and/or city agreements 
with vendors, insurance companies, etc. The pvint is that the more 
estimation is used, the less "direct" the resulting numbers would seem to be. 

LOCAL VARIATIONS 

In practical situations, the notion of "indirect" costs can vary con­
siderably from one jurisdiction to another. Some local governments 
provide many services to departments from "revolving funds" or lIinter­
nal service funds" and bill a department for use of the service. Exam­
ples might be a centralized data processing department which bills 
users for reports produced. In some cities, a fleet maintenance func­
tion bills a c1epartrnent for any use of a city vehicle. Since the 
department utilizing the service must pay for it as if it were being 
provided by a private sector firm, appropriate amounts of spending 
authority are included in department budgets for this purpose. Thus, 
many functions Which constitute indirect costs in one community might 
be direct costs in another. For example, if the building maintenance 
function were handled by an internal service fund which charged for the 
service by monthly bills for "rent," then the use of space for a given 
activity might be a well defined and very direct cost. 
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SORTING IT OUT 

The key factor in sorting all of this out is to develop an understand­
ing of how your community works as an administrative and accounting 
entity. Fortunately, specialized skill in administ~ation or accounting 
is not necessary in order to be able to determine how lJ'ansactions are 
handled a,ld data recorded. Often, the right question to the right per­
son can resolve questions immediately. 

As Exhibit 2-C, "Types of Costs," shows, direct costs are usually subdi­
vided into "personnel costs" consisting of wages and benefits and 
"other direct" costs (or sometimes "nonpersonnel" costs) consisting of 
equipment used and supplies consumed in the delivery of a service. 
For most services, personnel costs will be the lion's share of the 
total direct cost of providing a given service. However, the nonper­
sonnel costs should never be ignored in a cost analysis because: 

• 

• 

they can be a significant fraction of the total direct cost 
and 

improved u~e of equipment can be a major technique in con­
trolling or reducing personnel costs. 

Exhibit 2-D presents a checklist of basic costs that are relevant for 
a wide range of cost analyses. Suggested data sources are indicated 
along with common problems associated with them. 
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EXHIBIT 2-D 
C~CKLIST OF DIRECT AND INDIRECT COSTS 

TyPe of Cost 

Wages 

Vacation 

Personal Days 

Sick Leave 

Other LeavE! 

Insurances: 
-Health 
-Life 
-Dental 
-Workmen's Com-
pensation 

-FICA 
-civil liability 

Direct 

x 

X 

X 

X 

X 

X 

-Vicarious liability 
-Malfeasance liability 

Pension Con­
tribution 

Recruitment & 
Basic Training 

Office Supplies 

Vehicles: 
Depreciation 
o & M 

Data Processing 

Facilities 

X 

x 

X 

Indirect 

X 

X 

X 

X 

X 

X 

X 

. 

Data Sources 

Payroll Records/ 
Personnel Office 

Pay Plans 

Contracts 

" 
II 

II 

" 
" 
" 
" 

" 

Actuarial 
Valuations 

Personnel 
Records, Civil 
Service Com­
misson 

Central 
Supplies 

Fleet 
Management 

Accounting Records 

Public Works 
Assessor's Office 
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Cautions 

-Are lump sum payments 
(e.g., longevity) 
included? 

-Do overtime payments 
distort the figures? 
(Is someone working 
"time" on one function 
but "overtime" on 
another?) 

-Are adjustments for 
overtime needed? 

-Is sick leave "bought 
back" at retirement or 
resignation? 

-Does the level of 
insurance change 
according to job 
title? 

-Is the system 
"unfunded" or only 
partly funded? 

-What are original vs. 
current costs? 

-Is there a signifi­
cant amount of theft 
of supplies between 
offices? 

-Are the records kept 
by vehicle? How 
accurate are they? 
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OTHER USEFUL CONCEPTS: FIXED VS. VARIABLE 

Direct and indirect costs provide an organizational focus on elements 
of cost. At other times, other concepts are more appropriate, such as 
fi:ted cost and variable cost. See Exhibit 2-E. 

Fixed costs represent commitments that the jurisdiction has already 
made and, at least in the short term, cannot avoid. Examples include 
rent covered by a lease, depreciation on a city-owned structure or 
equipment, and payments on general obligation bonds. Variable costs 
are those more responsive to actions taken in the near term. Examples 
include personnel expenses (individuals can be transferred to other 
functions), consumption of supplies, fuel, and travel. 

Fixed and variable costs are highJy appropriate as analytical foci ,,:hen 
actions must be taken immediately to reduce expenditure or when a pro­
posed action will lead to a fixed cost (purchasing or constructing a 
building). A jurisdiction may have a large budget which would seem to 
suggest great flexibility if cuts need to be made; however, if those 
cuts must corne out of this year's budget with only a few months remain­
ing in the fiscal year, the actual amount of variable costs left to 
take the cuts can be amazingly small. 
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TYPES OF COST: A DIFFERENT 
PERSPECTIVE 

RENT 
DEPRECIATION OF PLANT 
"OVERHEAD" 

FIXE ~~~====DEPRECIATION OF EQUIPMENT 
-------ETC. 

SALARIES 
INSURANCE 

___ - TRAVEL 
VARIABLE,~====---=--=---TRAINING 

-SUPPLIES 

"FUEL 
, MAINTENANCE 
ETC. 
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COST CONCEPTS 

The concepts of direct cost and indirect cost provide a basis ~or ~ne 
approach to cost analysis, an approach that stres~es the orgam.zat70nal 
structure of the jurisdiction. The concepts of f~xed cost and var~able 
cost lay stre.s on those cost eler .. ents that are hard and not-so-hard 
to change. Additional cost concepts which view cost from other per­
spectives will also be helpful. Exhibit 2-F, IICost c~ncepts ," :t;>rovides 
a list of some widely used concepts that are helpful ~n perform~ng a 
cost analysis. 

Each of the cost concepts listed in Exhibit 2-F j.s useful in under­
standing some aspect of management's r~~?onse to cost situations. 
Fixed costs, because they tend not to ~ge with chan~es in service~ 
are more difficult to reduce in the Sl run than var~able costs wh~ch 
can be altered more quickly. An anal_ of costs from a fixed versus 
variable perspective would yield inform. _ion about the degree of short­
term control that was available in a given situation. Of course, in 
the very long run, all costs are variable so the time frame in which 
such an analysis is being conducted is very important. 

Sunk costs are important considerations wherever significant invest­
ments have occurred in some previous time period. By utilizing these 
investments, it may be possible to ~chieve a purpose in a less expen~ 
sive fashion than if one were "starting from scratch." 

The seriousness of the decision to hire a new police officer is under­
scored whenever the total cost covering an average career span of a 
police officer is calculated. While such analyses generally gather 
together many relevant current costs, they often omit major and vey 
real sunk costs such as the costs for recruitment and training. such 
costs include advertising, examination development and administration, 
recruitment staff, physical exams, background checks, operntion of 
training facilities, field service training, performance reviews, and 
salary during training. 

If the total typical annual cost of IIputting one officer on the street" 
were the desired number, such sunk costs should be prorated over the 
average career span of an officer for that department. Such an 
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approach would be exceptionally meaningful if a police department were 
experiencing unusually high turnover, since new police officers require 
signifiqant investments in training. 

The concept of marginal cost first arose in manufacturing environments. 
It refers to the fact that if sunk costs are ignored, the cost of pro­
ducing one more "unit ll is only the cost of the extra materials con­
sumed. In a situation where it is desirable to encour.age consumption 
of the product, marginal cost pricing (because it is less than total 
cost) is a IIno 10SSll (if no gain) pricing technique. Unfortunately, 
local governments are primarily dedicated to delivering services rather 
thatl producing goods, thus reducing the utility of marginal cost as a 
management tool. 

The concept of avoidable cost is one of the most useful for local offi­
cials, since it measures the savings than can be attributed to improved 
methods of delivering public services. It seeks to determine the 
reduction in expenditures that will occur if various productivity 
improvement efforts ar~ implemented. 
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Concept 

Fixed cost 

Variable cost 

Sunk cost 

Marginal cost 

Avoidable cost 

Lifecycle cost 

Cost 

Cost accounting 

Expenses 

Direct cost 

Indirect cost 

EXHIBIT 2-F 

COST CONCEPTS 

Definition 

a cost that does not change with increases or decreases 
in the amount of service provided (e.g., rent). 

a cost that increases/decreases ~ith increases/decreases 
in the amount of service provided (e.g., salary). 

a cost that has already been incurred (e.g., the cost of 
a previously purchased computer system). 

the increase in total cost associated with an increase 
in the amount of service provided (e.g., if a new com­
puter report was requested, its marginal cost would be 
only the cost of the time it took to program it--assum­
ing the computer is a sunk cost). 

the amount of expense that would not occur if a particu­
lar decision is implemented (e.g., if a clerk is laid 
off and a community is self-insured for unemployment 
compensation, the avoidable cost is total direct salary 
less payments for unemployment insurance plus savings in 
employee benefits). 

the total of all costs associated with ownership of a 
piece of equipment, including acquisition, operation, and 
maintenance, less the resale value (if any), over the 
life of the equipment. 

the amount of money or other consideration exchanged for 
property or services. 

that method fJf accounting which provides for assf~mbling 
and recording all of the elements of cost incurred to 
accomplish a purpose, to carryon an activity or opera­
tion, or to complete a unit of work or a specific job. 

decreases in net total assets. Expenses represent the 
total cost of operations during a period regardless of 
the timing of related expenditures. 

a cost that can be assigned specifically to a specific 
service. 

a cost necessary for the functioning of the organization 
as a whole, but which cannot be directly assigned to one 
service. 
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Concept 

Total cost 

Unit cost 

Cost/benefit 

Cost/effectiveness 

Cost/efficiency 

Opportunity cost 

EXHIBIT 2-F 

COST CONCEPTS 
(Continued) 

Definition 

the sum of all costs, direct and indirect, associated 
with the provision of a service. 

the cost of production of one "unit" of a given service. 

the ratio of the dollar cost of a service to the esti­
mated dollar benefit that it produces. 

associating the dollar cost of service with an estimate 
of its effectiveness (degree of goal attainment). 

comparing inputs (costs) to outputs (units of service 
delivered). See unit costs. 

the return in benefit that would have been received if 
an alternative course of action had been pursued. 
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Lifecycle costing is most useful as a planning tool for equipment 
acquisitio1'l, since it seeks to avoid unnece.:saary future costs. While 
the benefits accrue over time and are not realizable immediately, the 
improved performance provided by equipment purchased with lifccycle 
costs in mind can be significant. 

Total cost is a useful concept whenever a service charge is being eval­
uated, since total cost is the only concept that seeks to measure the 
total municipal effort required to deliver a service. In addition, 
total cost can be a useful concept in comparison of service delivery 
efficiency with either the private sector or other governments. Just 
knowing the total cost of a service, however, is of limited value; 
understanding total cost should always be the goal. What fraction of 
the total cost of a service is fixed? How has this chang~d over time? 
What portion of the total cost is "overheadll (departmental and govern­
mental) and why? What are the major components of the total co~t: 
personnel, equipment, supplies? 

Unit costs are a valuable management tool because they relate "inputsll 
to "outputs", they relate expenditures (appropriations) to the purposes 
of expenditures (public safety or public health, for example). Pro­
perly used, unit costs can be a barometer of administrative IIhealthll 
(or lack of it) by providing an early indication of problem situations, 
perhaps by displaying unexplained increases over time, or by being much 
higher than C:'o!'1lparisons with the private sector or other goverlunents. 
Even a very low unit cost may indicate a problem, in that it may mean 
that the resources being applied are inadequate to achieve the desired 
result. 

The remaining cost concepts are listed for completeness and are not a 
major focus of this training effort. 

MATCHING COST CONCEPTS TO NEEDS 

Cost analysis is a tool that seeks to provide cost information crucial 
to effective management. Since the information needs of management 
change with the problems that it seeks to address, it is to be expected 
that the type of cost information necessary to address a given problem 
is determined by the character of the problem. 

2-34 

For example, if the issue is pricing a service to recover costs, the 
appropriate cost ~oncept is total cost, since only this concept gathers 
together all of the various costs which are incurred in the delivery 
of a service. If the issue is the most effective purchasing technique 
for equipment, lifecycle costing provides a method that seeks to mini~ 
mize the total expense of equipment ownership. 
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ACTIVITY D 

In general then, it is important to know which coat concept is the most 
effective tool in addressing a given management problem. As an exer­
cise in understanding management options, examine the worksheet on the 
following page, "'l'he Management options Matrix. 1I The left-hand column 
lists workload categories, while the top row shows some possible man­
agement options. Assuming that pressure is very high to reduce expen­
ditures, indicate what you consider an appropriate management response 
to change the manner in which particular services are being delivered 
by placing a check mark in a column. Remember that there can be more 
than one "answer" (check mark) in a given row and that individuals may 
well differ over what is an appropriate response to a workload cate­
gory. 

Now examine the worksheet entitled, liThe Costing Matrix. II The top row 
from the previous matrix (Management options) is now the left-hand 
column. For each of the options listed at the left, indicate the most 
appropriate cost concept for analyzing the effectiveness of the pro­
posed solution. 
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ACTIVITY D WORKSHEET 

THE MANAGEMENT OPTIONS MATRIX 

Workload Eliminate Reassign Reduce Co-Produce Privatize Civilianize Substitute Charge for Status 
Category Service Personnel Service service Service service Eauioment Service Quo 

Larceny 

Traffic Accident 
Personal Injury 

Traffic 
Violation 

N 
Disturbance 

I 
w Vandalism ..... 

Animal Call 

Ambulance Call 

Wart dnt Service 

Abandoned Car 

Loud Noise 

Residence Check 

Escort 

'. 

.. 

, r 
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Management 
Options 

Eliminate Service 

Reassign Personnel 

Reduce Service 

Co-Produce Service 

Privatize the Service 

~ Civilianize the Delivery co 

Substitute Equipment 

Charge for Service 

S!"at~s QUo 

Direct Marginal 
Cost Cost 

ACTIVITY D WORKSHEET (Continued) 

THE COSTING MATRIX 

Fixed Unit Vai.·iable Avoidable Lifecycle Total Cost Cost Cost Cost Cost Cost 
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IIRIGHTII ANSWERS 

Responding to service delivery problems requires a knowledge of the 
service in question and of the organization as a whole. It requires 
balancing the needs of one part agaitlst the needs of other parts and 
sometimes balancing the needs oE a pa~t against the needs of the whole. 
As such, there is no single IIrightll answer to a service delivery prob­
lem; ~nly knowledge of the specifics of the case in question can reveal 
what is, perhaps, the best choice. As su~h, any of the columns in the 
Management Options Matrix may be an approprit,-e man?,gement response to 
a problem. 

Given the respC"tlse you chose as your management response on the first 
worksheet, wha l ~ost concept did you choose on the second worksheet? 
If you frequent.: y checked I avoidable cost, I you would frequently be 
right. In general, when changes are being designed to cut costs, the 
proper cost concept is avoidable cost, s~nce only the money saved is 
appropriate for the decision process. Thi~ rules out total cost which 
contains many "sunk" costs that cannot be recovered; it rules out 
direct cost because a cost may be direct but not avoidable in a given 
situation; it rules out fixed as well as variable Cvsts ~~cause they 
also may not be avoidable. 

Unit costs are most appropriate in analyses of productivity, so if you 
checked 'unit costs' on the 'substitute equipment I line, it would be an 
appropriate choice. Since lifecycle costs are used most effectively 
when evaluating the purchase of equipment, it also would be an appro­
priate choice on this line. 

The concept of marginal cost is most effective when considering the 
expansion of an existing service or the establishment of a new one, 
because only additional expenditures required to deliver the e~anded 
new service are under consideration. The local government will presum­
ably provide the existing support services whether or not a service is 
expanded or a new one established. 

Total cost is important as a management tool. when tracking ~xpendi­
tures because only when all the I inputs I are gathered together can a 
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judgment be made as to the value of the 'output' (the service deliv­
ered). It is because of this that total cost is the most effective 
concept when costing a service from the perspective of a service 
charge. Only when all costs of providing a service are as&embled ~an 
an understanding of what it costs to deliver a service be made. 

COSTING VS. PRICING 

It should be remembered that costing a service is not the same thing 
as pricing it. Just because delivering a service costs a certain 
amount per 'service unit' does not necessarily mean that the service 
should be priced to .~ecover that cost. Pricing is a management deci­
sion process that) id~allYI includes knowledge of total cost as one 
factor but must weigh other, non-financial factors as well. Such con­
siderations might include the ability to pay of the service population, 
the perceived presence of a general benefit to the soci~ty of a subsi­
dized price (e.g., free libraries), or the use of marginal cost pricing 
to encourage consumption. 
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SESSION 3 

DAY I 

APPLICATIONS OF COST TO POLICING 

~~o!~i:b~~;S~~~ ~~sWtialnldbceogsint to aldd:ess sObme of the fundamental ques-
, , ana YS1S can e applied to l' k 

;~:lSl~fclflC qUlestions which will be answered both throughOl~~~u;~ra~d 
1 e examp es are the following: 

How can the public sector be characterized today? 

• How can productivity be improved in the public sector? 

• What are the basic uses of cost analysis? 

• How often do police executives use cost analysis? 

• How can police executives best use cost analysis? 

• When should police executiue use cost analysis? and; 

• What are some of the problems in police costing? 
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PUBLIC SECTOR: A CHANGED ENVIRONMENT 

1 h s been given serious attention in public 
Cost Analysis only recent y t~ was little interest even in knowing 
administration. ~P to now,., er:_ ore emphasis was given to perfor-
the costs of part1cular ser~1ces m ~ 't of service. 
mance effectiveness than to the cost o. a un1 

A CHANGING PERSPECTIVE 

That perspective is gradually changing, however, for several reasons: 

• 

• 

• 

• 

d ' the direction of local governments have been ha:d-presse 1n 
cost containment and cost cutt1ng 

t~ a ers are now becoming as intereste~ in t~e 
ti~n~ssof services as they once were ln theu 
ness alone 

cost effec­
effective-

public administrators,have become Inore proactive in,aSk~ng 
cost questions on the1r own, rather than only react1ng 0 

questions from others 

l' d exclusively to control costs 
management methods once apP

b 11..neg increasingly used to manage in the private sector are e 
costs in the public sector. 

. h fiscal stress which has occurred 
All of these reasons are grounded 7n t ;here is considerable public 
in this country sinc: the ear~Yt70t~~ financial condition of ou: cit~es, 
debate and concern w1th regar dio h t is meant by the term "fl.nanClal states, and nation. Understan ng w a 

3-2 

!1 
'J :, 
il 
it 
Ii 

II I, 
!I 
;1 
'I 
II 
II 
" :t 
I' ·1 
il 
II L 
II 
il 
1i 
ij 
]I 

)I 

Ii 
:\ 
'I 

!i 
)1 
;1 
II .1 

Ii 
\1 
iT ;: 
1! 
Ii 
I' 
I! 
!J ,. 

i 

i' 
) 
I 

I, , 
i, 
I, 

I, , 
Ii 
Ii 

II 
Ii 
II 

II 
if 
H 
I' ,I 
" I' 

11 

II 
I' 

II 
jl 
Ii 
Ii ,[ 

II 
r! 
" 

II 
II 
Ii 
II 
:' ., 
'I I· .I 

II 
il 
~ 
I' 

Ii 
I' .r 
II 
11 

/1 

/1 
11 
'j 
I 
I 
I 

Ii 
II 
Id 
I· ! )! r: f; 

I, I 
<'\, I 

condition" is pivotal to dealing with the effects of fiscal stress and 
the role of cost analysis as an effective tool. Financial condition 
has mult~ple meanings. It may mean: 

• 

• 

• 

• 

Cash Solvency - government's capacity and ability to raise 
enough cash or liquidity to pay its bills. 

Budgetary Solvency - government's ability to raise sufficient 
revenues over its normal budgetary period (usually a fiscal 
year) to meet its expenditure obligations and not incur 
deficits. 

Long RUn Solvenc~ - government's long-term ability to payout 
all the costs of doing the business of government; as such, 
it includes expenditure obligations that normally appear 
ea~h annual budget as well as those expenditure obligations 
that will show up only in the (future) years in which they 
must be paid. 

Examples of these latter obligations are pension costs, pay­
ments for accrued annual leave, maintenance costs that have 
been deferred to future years, replacement costs associated 
with capital assets such as streets, sewers, buildings, 
physical equipment, etc. 

Service-Level Solvency .. government's ability to provide the 
level and quality of service which is believed to be 
required for the "health and welfare" of the communities and 
individuals that the government represents. 

A government may be in "soundll financial c(\lndition due to 
cash, budgetary, or even long-run solvency, but still may be 
unable to design and deliver (or support) a,n adequate level 
of requested, required, or mandated services. 
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PRODUCTIVITY 

Productivity has be~ome a prominent national issue. No manufacturer 
could ehpect to stay in business very long, if he could not tell you 
precisely his cost per unit of produot or his cost per sale visit. He 
needs these facts to properly price, report, plan, budget, control, 
and evaluate his company's activities. 

The use of cost data to manage public sector productivity also has be­
come increasingly essential. More frequent tax containment initiatives, 
increased competition for scarce tax dollars among the subunits of a 
jurisdiction, and a growing demand for public services because of cur­
rent economic conditions have led to increasingly severe budget con­
straints. And, because public sector funding largely goes for ser­
vices rather than products, increased productivity has become a very 
widespread concern. 

PRODUCTIVITY INNOVATIONS 

The results of the growing emphasis on productivity and per unit costs 
already have been felt in many branches of the public sector.* And, a 
variety of productivity innovations already have been implementfld as a 
result in a number of communities. Some examples are: 

• 

• 

building inspectors are trained to do all inspections 
required on a site rather than have separate visits by 
plumbing, electrical, and structural specialists to save on 
the expense of traveling between jobs 

work standards that have been applied to staffs of unemploy­
ment, welfare, and other offices that handle large case loads 
have significantly reduced the cost per unit of service 

*Washnis, George J. (editor), Productivity Improvement Hapdbook 
for State and Local Government, John Wiley &. Son, New York, 1980. 

l~ 

IJ 

• centralizea city-wide purchasing not only has resulted in 
lower per unit bids, but also has reduced inventory and 
storage space requir.ements, decreased losses and theft, and 
eliminated a considerable amount of paper work. 

Refuse collection has been a particular target of increased public sec­
tor productivity efforts, partly because of the number of private, for­
profit firms that have been created to compete with city-run systems. 
Very large reductions in per unit aosts--whether measured by tons, 
route miles, or households--have been achieved thzough such innovations 
as: 

• more eff~ctive compacting equipment 

• improved, computer-designed routes 

• work standards applied to personnel 

• better, more systematic vehicle maintenance 

• crew size reductions 

• increased citizen responsibility for curbside pickups 

requirements for more easily handled refuse bags or 
containers 
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• sorting out newspapers for separate pickup 

• transfer stations allowing larger vehicles to transport 
refuse to distant landfills 

• 

• 

limiting street parking on refuse collection days 

refusal to remove large items, grass clippings, and 
construction material. 

PUBLIC SAFETY: AN ANOMALY 

Similar examples of lowering costs per unit of service by increasing 
productivity are more difficult to find in public safety functions. 
Until recently, at least, the public has been largely willing to dis­
regard cost in order to feel safe from fires and crimes. The costs of 
fire and police services also are more difficult to calculate and ana­
lyze, because they emphasize prevention objectives and a very rapid 
response when there is service requirement. 

Some ideas for improving the productivity of public safety personnel 
already have been implemented. For example, in Sunnyvale, California, 
and at least a few other communities, police officers have been trained 
as auxiliary fire-fighters. This in turn, permits smaller fire crews 
to respond to calls because they can receive backup and assistance from 
nearby police units when necessary. 
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g§DUCING PER UNIT COSTS 

It is difficult for anyone to look" . 
~ee where reductions in unit costs 1ns1de h7s or her own profession to 
1S made easier by dividing the rOb~!e Pos~1~le. Sometimes this task 
lems. For example, the problemPof ~ a~ea 1nto several smaller prob­
sponding to calls for service actuar~ u~1nglthe per unit cost of re-
problems. y 1nvo ves several different sub-

TIME PER SERVICE UNIT 

It may take a half-hour or so to ~o I 
call for service. How could this~t~P ete t~e work involved in each 
the average unit cost? 1me requ1rement be reduced to lower 

• provide job aids h . . , suc as check lists or cameras to 
s1mplify the task of gathering information ' 

• bhetter distr~ute units on patrol to minimize 
w en respond1ng to a call for service travel time 

• better control the number f . 
back-ups are requested. 0 bmes multiple units responll or 
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NUMBER OF RESPONSES 

A second area of potential savings is in reducing the number of C~llS 
for service that require on-site responses. How can the number 0 
responses made be reduced? 

• 

• 

• 

take reports of residential burglaries or auto thefts over 
the telephone 

increase public awareness of the service responsibilities of 
other governmental units, such as for downed trees that are 
not urgent hazards 

increase Neighborhood Watch and other programs that reduce 
the number of crimes. 
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RESPONDING TO PEAK DEMAND 

One of the largest problem areas is how to maintain a capability to 
respond to peak loads in calls for service without adding to uncommit­
ted time. What can be done to reduce these costs? 

• prioritize calls by type and urgency of the response required 

• 

• 

• 

• 

e 

• 
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PROACTIVE MANAGEliENT 

As cost cutting and cost containment have become increasing pressures 
for police managers, it is essential to be familiar enough about the 
costs of services to know when and how to make changes that will reduce 
the cost per unit. And, as we pointed out before, it is much better 
to be eroactive than reactive in having this information available. 

Suppose a budget ceiling is imposed. What information do you need to 
have in order to decide on a workable cost-cutting strategy? In addi­
tion to cost analysis findings, it would be important to consider: 

• 

• 

how your costs compare with those in other jurisdictions; 
your costs may be different than those in other locations 

however, if yours are among the lowest, there may not 
be much room for savings 

and, if there is little variability in costs among sev­
eral jurisdictions--particularly after community differ­
ences have been taken into account--there may be no 
opportunities to lower costs 

how your costs are distributed among components and why costs 
are as high as they are; some component costs may appear high 
because: 

there is an underutilization in capacity (more communi­
cations personnel on duty than needed) 
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productivity per service unit is low (more time than 
may be necessary is spent per investigation) 

the number of service units has been calculated incor­
rectly (cost per investigation is low but cost per con­
viction is high) 

repeat/redundant work is excessive (the cost of vehicle 
maintenance is high because of the absence of a preven­
tive maintenance program) 

there has been poor control over indirect costs (the 
ratio of supervisors to st~ff is higher than really 
required) 

how the service has been defined and the units measured; 
costs may be high not because of how the service is delivered 
but because: 

departmental regulations, policies, or practices may 
make more work per unit than necessary (for example, 
there may be excessive reporting requirements) 

P7rsonnel may be inadequately trained to be fully effi­
C1ent (for example, in conducting a preliminary investi­
gation) 

records on the number of units of service deli"ered may 
be incomplete or incorrect (traffic warnings may not be 
considered along with traffic citations) 
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• 

how the amount of time and resources required for the, 
service were established may be inaccurate (the sampl1ng 
study may have been too limited) 

110W the mission and responsibilities of the.dep~rtmen~ might 
be affected by a change in the way the serv1ce 1S del1veredj 
most changes will in some way impact service delivery, and 
you have to know: 

whether the effectiveness of the service will b: c~mpro­
mised by a change (delaying responses to low pr10r1ty 
calls) 

whether the organization of the department wi~l have to 
be modified to achieve the change {reduce or 1ncrease 
the number of supervisors} 

whether the cost of making the change might cancp.l out 
any savings (adding another repair facility to reduce 
vehicle maintenance time) 

whether the consequences of a change would simply 
increase the cost of another service (decreasing the 
time spent by an investigator by having the crime l~b 
respond automatically to all serious crimes). 

If, after going through these,poss~bilit~es, the need to reduce the 
cost of a particular service 1S st1l1 eV1dent, h~w do,You go about 
developing a cost-cutting strategy? How do you 1dent1fy ways of 
increasing productivity? 
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BASIC PURPOSES OF ACCOUNT~ 

The accounting system is the major quantitative information system in 
almost every organization. It is a singular instrument which allows 
for management accountability for the expenditure of resources . 
It should provide information for three basic purposes: 

• Internal reporting to managers, for use in planning and con­
trolling rout-'.ne operations 

• Internal reporting to managers, for use in making nonroutine 
decisions and in formulating major plans and policies 

• External reporting to outside parties to whom the organiza­
tion is accountable. 

The classic accountant has a financial responsibility and is concerned 
with the historical, custodial, and stewardship aspects of external 
reporting. On the other hand, the manager has an operational responsi­
blity and is concerned with accounting for planning and control or the 
first and second purposes identified. 

Originally, the term cost accounting referred to ways of assigning his­
torical costs to product units, jobs, or departments for the princi.pal 
purpose of detel'mining the value of inventories and net income. Today, 
cos~ accounting is ~lmost indistinguishable from management accounting 
or 1nternal account1ng because it serves many purposes. While the pre­
cise boundaries may be unclear, a major distinction can be drawn 
between traditional or financial accounting and cost accounting. Tra­
ditional accounting focuses on historical data or the past, while cost 
accounting focuses on decisionmaking or the future. Its concern with 
historical information is limited to its use in making predictions 
about the future. 
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EXHIBIT 3-A 

BASIC ~URPOSES OF .i\.N ACCCUNTING SYSTE!1 

INTERNAL PURPOSES 
ROUTINE PURl:JOSE 
1. INTERNAL REPORTING FOR PLANNING 

AND CONTROLUNG ROUTlNE 
OPERATIONS 

NONROUTINEPURPOSE 
2. INTERNAL REPORTING FOR USE IN 

MAKING NONRECURRING DECISIONS 

o 
EXTERNAL PURPOSE 

3. EXTERNAL REPORTING TO OUTSIDE 
PARTIES TO WHOM THE O~GANIZATION IS 
ACCOUNTABLE 
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COST ACCOUNTING AND ANALYSIS: AN AID TO DECISIONMAKING 

Cost analysis should help managers make decisions. There are three 
distinct questions which cost information can help answer for the mana­
ger: 

• 

• 

• 

Scorecard questions: Am I doing well or badly? 

Attention-directing questions: What problem~ should I look 
into? 

Problem-solving questions: Of several ways of doing the job, 
which is the best? 

The score keeping and decisionmaking functions of cost accounting are 
closely related. The same data that helps a unit manager answer ques­
tions about performance can provide attention-di~~cting advice to the 
executive. The scorekeeping and attention-directing questions are 
answered simultaneously when actual results are compared with budgets 
or previously determined stand&rds. The traditional needs of account­
ing such as the collection, classification, and reporting of data are 
served by the ans\>lering of the scorecard questions. 

The problemsolving data are used in long-range planning and in making 
special non-recurring decisions such as whether to operate a service 
or use an outside contractor, replace equipment, add or drop a service, 
and so on. 
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In summary, cost accounting and analysis have three basic facets: 

• 

• 

• 

Score Keeping. The accumulation of data. This aspect of 
ac~ounting enables both internal and external parties to 
evaluate organizational performance and position. 

Helps answer the question: Am I doi:lg well or badly? 

Attention Directing. The reporting and interpretation of 
information which helps focus on operating problems, imper­
fections, inefficiencies, and opportunities. 

Helps answer the question: What problems should I look into? 

Problem Solving. The quantification of the relative merits 
of possible courses of action. Usually results in a recom­
mendation identifying the best course. 

Helps answer the question: Of several ways of doing the job 
which is the best? 

3-16 

MANAGEMENT FUNCTIONS WHERE COST ACCOUNTING IS USED 

Cost accounting can be used as an aid to decisionmaking at all levels 
of management and in most of its basic functions. The basic functions 
c~mprise th7 routine work of an organization and can be classified into nx categorles: 

• Planning 

• Budgeting 

• Controlling or managing 

• Evaluating 

• Pricing 

• Reporting 

3-17 
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Each of these functions can be defined: 

• Planning. The anticipation of future events and identifica­
tion of alternative strategies to prevent, manage, or limit 
the consequences. 

• 

• 

• 

• 

• 

Budgeting. The decision to allocate money to programs, func­
tions, or organizational units to achieve the agency's objec­
tives. 

controlling. The monitoring and managing of the day-to-day 
execution of plans and use of allocated resources. 

Evaluation. The review and examination of whether the agency 
met its objectives during a specified period and how the pro­
grams, organizational units, and resources contributed to 
meeting objectives. 

Pricing. The determination of the appropriate fee for a spe­
cific police service. 

Reporting. The accurate accumulation and appropriate dissem­
ination of performance and cost information to organizations 
providing funds for specified activities. 
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Cost 
Informa­

tion 

EXHIBIT 3-B 

USES OF COST INFORMATION 

Atfapted from~ Robert N. Anthony and Regina Herzllnger, Management Control In 
Nonprofit OrganIzations (Homewood, Illinois: Irwin, 1975), p. 29. 
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RELATIONSHIP OF THE SIX MANAGEMENT FUNCTIONS 

The six functions are interrelated and to a certain extent interdepen­
dent. They are all related in the sense that each contributes to and 
is part of the decisionmaking process. The foundation of the relation­
ship is the traditional reporting function where historical accounting 
data are documented, accumulated, classified, summarized, and reported. 
If an organization cannot rely on its financial statements, it will not 
be able to rely on projections which use those statements. 

Planning, budgeting, pr1c1ng, controlling, and evaluating are analogous 
in that they all look to affect the future. Budgeting and pricing are 
similar in that the budget establishes the cost or expenditure stan­
dards for the organization. Pricing establishes the budget for a sale 
of services. All the functions are related in that decisions made in 
anyone area are likely to affect each of the other areas. A faulty 
planning asst~ption can be carried forward into the budget or contract 
price, into day-to-day operations, and eventually to the evaluation of 
performance. 

It should be kept in mind that these functions may be defined differ­
ently in the context of any particular organization or decisionmaking 
process. The functions may overlap and are used here only to provide 
a convenient, but not perfect, logical framework for a discussion of 
the use of cost analysis. 

Police executives routinely carry out these management functions with 
varying degrees in the quality and quantity of cost information. 
Oftentimes, the financial information is inaccurate, incomplete, or 
limited to the more obvious expenditures and cost. Even with good 
information, there is always more than enough uncertainty about any 
process which proposes to forecast the future. Cost information is 
not the only consideration in decisionmaking, and cost analysis is not 
the ultimate problemsolving technique. Nevertheless, any techniques 
which help minimize the natural levels of uncertainty an organization 
faces warrant the full attention of management. Without the proper 
attention, management runs the risk of basing its decisions on guess­
work and submitting to forces over which it will have no control. 
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HOW OFTEN DO POLtCE EXECUTIVES USE COST ANALYSIS? 

The extent to which police executives ' 
decisionmaking was partiall reveal d use cos~ analys1s in management 
the critical input to the d~velopme~t b~ ~hma1l survey which provided 
the Cost of Police Services Th f' d~ e program model Measuring 
model handbook showed: • e 1n 1ngs reported in the program 

• Planning. About 27% of the jurisdictions in the mail survey ack­

nowledged that cost information helped their planning activities 

including the formulation of program objectives, an examination 

of alternative strategies to meet those obJ'ect~ves, 

• 

• 

... and the selec-
tion of the str t th a egy at makes the best use of available 

resources. 

Budgeting. Approximately 21% of the jurisdictions stated that 

they attempt to estimate some costs three to five years in 

advance. 

Controlling. Several jurisdictions reported in the mail survey 

that one of the early warning indicators that they use to diagnose 

management problems is an analysis of budgeted versus actual 

costs. 
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• 

• 

• 

Evaluation. Thirty-six percent of the jurisdictions surveyed said 

that cost information is one of the main factors used in evaluat-

ing performance. 

?ricing. Thirty-one percent of respondents reported that they 

used cost information to establish a fee for services to either: 

supply field patrol, criminal investigations, or other ser-

vices on a contract basis to a department in a neighboring 

jurisdiction or 

offer certain services to its own citizens such as bicycle 

licenses, bank escorts, or crowd control at sporting events. 

Reporting. Many jurisdictions said that the reporting require­

ments of federal grants had done more to upgrade their cost analy­

sis capability than any internal reporting demands. 
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Function 

PLANNING 

BUDGETING 

CONTROLLING 

EVALUATION 

PRICING 

REPORTING 
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PROPORTION OF POLICE JURISDICTIONS 

REPORTING THE USE OF COST ANALYSIS 
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27 

21 

Several 

36 

31 
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HOW CAN POLICE EXECUTIVES BEST USE COST ANALYSIS? 

There are many opportunities for the application of cost information 
and cost analysis techniques for decisionmaking in each of the six man­
agement functions identified. If the police executive bases his deci­
sions on facts, then cost analysis facts should not only help him reach 
a decision but should also help others come to the same decision. Some 
basic uses and examples of how police executives have used cost analy­
sis in each management function are to be presented. 

Every organization plans to some extent. This process often begins 
with existing information including historical financial or cost infor­
mation. There are many ways cost information is used to plan. Some 
of the most common ways are to establish objectives, to judge the fea­
sibility of objectives, and to assess alternative strategies for 
achieving those objectives. 

• Establishing Objectives and 'l'heir Feasibility 

Example: 

A large mid-western department develops an expected cost for 
each proposed departmental objective. Proposed objectives 
are then partially judged on the basis of their cost. Once 
accepted, the objectives are presented together with their 
associated cost as shown in Exhibit 2-C. This kind of pre­
sentation forces the recognition of costs and not only helps 
decisionmakillg but also promotes cost consciousness. 

• Selecting of Alternative Strategies. The most common example 
of using cost analysis in this way is in cost comparisons 
for acquisitions or purchases. 
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Example: 

The Phoenix Police Depart 
of purchasing renting men

1
t a~a1y;~ed the comparative cost 

c1 ' , or easlng 'Lts unma k d . ,es. It was determined that 1"' r e po1lce vehi-
tla1ly less expensive th year l leases were subs tan-
economical than city-own:~ mon~h1y rental, and became more 
years. At this point 't vehlcles after four and one-half 
value. This cost stud c~ y~0t:'ned cars lost their resale 
lease unmarked vehicle; on ributed to the recommendation to 
years. on a yearly basis for at least five 

The cost factors, assumptions us ' 
graphic comparison of evnendit ed ln the comparison, and a 

.• ~ ures are shown in Exhibit 2-D. 
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EXHIBIT 3-C 

ATTACHING COSTS TO OBJECT~vES 

Sample From a Large Mid-Western Community 

INVESTIGATION - GENERAL 

To provide professional investigative activity to maximize successful 
prosecutjon of law violators. 

SPECIFIC OBJECTIVES: 

1. To improve the clearance rate for murder by 5% in 1980 at a cost 
of $113,000. 

2. 

3. 

4. 

To improve the clearance rate for burglary by 3% in 1980 at a cost 
of $404,000 (in addition to Precinct - Patrol costs). 

To improve the clearance rate for auto theft by 3% in 1980 at a 
cost of $105,000. 

To maintain 1979 clearance rate for juvenile crime at a cost of 
$1,270,000. 
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EXHIBIT 3-C (Continued) 

5. To maintain 1979 clearance rate for family violence at a cost of 
$340,000. 

6. To maintain 1979 clearance rate for larceny at a cost of $230,000. 

7. To maintain 1979 clearance rate for robbery at a cost of $5Su,uuO. 

8. To maintain 1979 clearance rate for assault at a cost of $400,000. 
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EXHIBIT 3-D 

COST FACTORS AND COST ASSUMPTIONS 

LEASE VERSUS BUY ANALYSIS 

PHOENIX, ARIZONA 1979 

COST AND OTHER FACTORS 

A. VEHICLES 

1. Replacement Cost 

2. Maintenance Cost 

• Gasoline 

• Vehicle Mileage 

3. Downtime 

B. COMMUNICATIONS EQUIPMENT 

1. Replacement Cost 

2. Maintenance Cost 

C. BUREAU MISSION 

D. CITY OF PHOENIX RENTAL CONTRACTS AND YEARLY OPTIONS 

COST AND OTHER ASSUMPTIONS 

1. 

2. 

3. 

Lease costs and City equipment maintenance costs will be affected 
by the same inflation rate. 

Leased vehicles will be driven less than 10,000 miles per year. 

The City's requests for lease vehicles will be limited to class 
and make of vehicle specifications. This allows the lessor to 
equip a vehicle with options that will improve the return on 
resale without any affect on the city lease cost. 

4. Leased vehicles will be replaced each year with new vehicles. 

5. New lease vehicles are under warranty and therefore have no main­
tenance costs other than preventive maintenance. 

6. Communication equipment is not required in lease vehicles. Hand 
held portable radios will be used. 

7. The lease is for one year. 
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BUDGETING 

Budgeting typically represents a decision point ill the planning pro­
cess. Host municipalities and agencies use a tl'aditional budget which 
is annual, incremental, or only slightly increased from the previous 
year, and is presented on a cash or expenditure basis. Budgets are 
expected to serve multiple and ~ometimes conflicting purposes. The 
most basic purposes are accountability and control. The competing pur­
poses of predictability and flexibility are often a source of conflict. 
Modern methods and techniques designed to make the budget better serve 
economic management and planning purposes are ueing used. The most 
notable new budgeting methods include planning, programming, and bud­
geting (PBB) and zero-based budgeting (ZBB). Other new but less com­
prehensive t~chniques employed in the budgeting process include the 
replacement of cash with more stable production units and the expansion 
of the budget period to two years or more. There are examples of each 
of these methods and technique~ being used in police operations, 
although the traditional approach predominates. 

Example: 

Onondaga County, New York. The Onondaga County Sheriff's Department 
has developed a computerized version of zero-based budgeting (ZBB) with 
a new and,important twist. Instead of the often costly "chop first, 
ask qu:stJ.ons later" approach, this new system, "level X funding,lI 
determlnes the results of potential cutbacks before allocations are 
set. 

Four key questions are asked of each unit comm&nder in the department 
concerning the unit's primary and secondary roles. These serve as cri­
teria for success in organizing and judging performance data. The new 
system, begun in early 1978, eliminates the constant shiftIng of data 
and the need for creation of new files. All files in the Sheriff's 
Department have been entered into the data base and are maintained. 

The data processing staff uses the Onondaga County computer system. 
Although it is an on-line system, reports regarding ZBB are batch­
oriented. 
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Now, an inquiry can be based on statistics and will yield a reasonably 
good portrayal of the impact of a potential service cut, which incor­
porates an understanding of the cost and output of programs. The sys­
tem allows internal audits of each category and raises accountability 
to new heights. 

ZBB has been criticized because it is inflexible or difficult to 
change. This technique makes mod;.fications and considel."ations of 
alternatives easier. 

Example: 

Sunnyvale, California. The City of Sunnyvale uses multiple years bud­
gets for each of its agencies. Budgets are projected forward ten years 
for each service. Sunnyvale's resource allocation plan for its 411 
police services is shown in Exhibit 2-E. Multiple-year budgets rein­
force continuity and long··range planning but, on the other hand, sacri­
fice a certain degree of responsiveness to changing economic conditions 
and other unpredictable circumstances. 
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EXHIBIT 3-E 

RESOURCE ALLOCATION PLAN 
Sunnyvale, California 

FY 1980 

Program Number and Title: 411 Police Services 

Program Mission: To provide a safe and secure environment for people and 
proper.ty through the provision of effective police services. 

Fiscal Year 

Actual 

1974"'75 
1975-76 
1976-77 
1977-78 

Estimated 

1978-79 

Proposed 

1979-80 

Work Hours 

161,198 
174,555 
174,585 
182,954 

192,739 

192,164 

Total Cost 

$2,026,681 
2,604,858 
2,733,216 
3,337,176 

3,887,861 

$3,922,193 

--------------------------------------------------.-------------------------------
Projected 

1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988"89 

192,164 
192,164 
192,164 
192,164 
192,164 
192,164 
192,164 
192,164 
192,164 
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$4,217,726 
4,535.150 
4,874,466 
5,239,321 
5,593,230 
5,979,031 
6,370,372 
6,800,901 
7,260,619 



_4" .... 

CONTROLLING 

Historically the word control refers to control over the expenditure 
of public fu~ds or making sure that mon:y is spent in the way ~ha~ the 
legislatures and executives through the1r plans and budgets sa1d 1t 
was to be spent. The planning and budgeting process establ~shes the 
baseline or standards for control. Systems for contr~l beg1n b~ mea­
suring actual performance against those standards. s1mply know1ng at 
the end of the budget period that money was not spent correctly or that 
the department was "out of control ll is obviously not good enou9h. The 
system should have an ability to predict or indicate problems 1n 
advance, feedback actual results on a regular basis, and use,that , 
information so that corrective action can be taken. Correct1ve act10n 
might include adjustments of ~he,standard! changes i~ prioritie~, a 
reorganization of staff, disc1p11nary act10n, a ~p:c~a~ evaluat10n, a 
change in reporting, or any number of other p~ss1b1l~t1es. Managers 
must tak~ care to analyze the reasons for var1ances ~n perf~rmance, so 
that staff are not improperly blamed and so that act10ns wh1ch could 
compound the problem are not taken. 

The standards for control. may go beyond the typical budgeting process 
and include not only dollars but other measures of performance such as 
level of effort, efficiency, effectiveness, and equity. When dollars 
or other measures are routinely monitored on a regular basis, they are 
being controlled. 

Example: 

Sunnyvale California. The most typical example of control is the bu.d­
get perfo;mance report where actual expenditures are matched against 
budgeted amounts. Sunnyvale allows its managers a 30% variance between 
budgeted and actual costs in any single reporting period, so long as 
actual costs match the budget for the fiscal year. 

Example: 

One large city adopted a program designed to continuously monitor,and 
communicate and adjust its staffing needs. This system has contr1buted 
to improved information exchange at all levels and has generally 
improved productivity. 
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EVALUATION 

Evaluation is the process of comparing past or expected performance 
against goals, objectives, or standards. Evaluation is distinct from 
controlling in that it is not done rountinely on a day-to-day basis. 
Evaluation requires standards. If standards are set by the pl~nning 
and budgeting process, these are often used or refined. If not, stan­
dards must be established for the evaluation. Care must be taken when 
establishing new or refining existing standards for a particular evalu­
ation, so that they will be relevant and acceptable to the decision­
maker. In the unlikely event that cost is no object, then cost evalua­
tions would be irrelevant. 

Standards come in two broad classes: qualitative and quantitative. 
Although the manager may give more weight to the qualitative standards 
when making a decision, cost evalt~ations focus on quantitative stan­
dards or those measures which can be expressed in dollars and cents or 
in other precise quantities. The standards to be measured often give 
rise to a specific evaluation technique. 

Coot evaluations are directly linked to the planning and decisionmaking 
process. The typical application in police operations will focus on 
the cost effectiveness of a particular existing service. These find­
ings will then be weighed against the alternatives of replacing, modi­
fying, or dropping the service in the planning process. 

Example: 

The St. Louis County Police Department did a study of its use of heli­
copters in patrol operations which concluded that the helicopters were 
too costly for their limited effectiveness. A similar helicopter cost 
study by the Norfolk, Virginia, Police Department reached the same con­
clusion. 

Example: 

The University of Southern California Institute of Safety and Systems 
Management conducted a cost benefit analysis for the Sunnyvale Public 
Safety Department in October 1981. The purpose of the analysis was to 
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examine the cost benefit of a number of temporary communications alter­
natives that could be used for three years as an emergency backup to 
the normal system which was scheduled to be replaced by a secure or 
"hardened" Emergency Operations Center in early 1985. The alternatives 
considered included: 

• doing nothing 

• placing emergency communications equipment in 
a fixed auxiliary site 

• using small, strong, transportable emergency 
communications kits 

• installing mobile but secure co~nunications 
system. 

Three scenarios, each of which would cause a breakdown in the existing 
communications system and require the use of the alternative system, 
were identified for use in comparing the cost benefit of each alterna­
tive. The scenarios included: 

• A power outage in the City of Sunnyvale 

• A major fire or chemical spill 

• A devastating Santa Clara County earthquake . 
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six categories of benefits were identified to which a value was 
assigned for each alternative system based upon its ability to mitigate 
the consequences of each scenario. The benefit categories included: 

• management of criminal activity 

• prevention of the loss of life 

• reduction of pain and suffering 

• reduction of property damage 

• increased aid of other kinds 

• increased aid ~endered to the city from other 
municipalities. 

The cost of the alternative systems was based upon quotations given by 
the supplier of the present communications system, and the only sup­
plier which could maintain compatibility with the preGent system. The 
cost of the alternatives was compared, assuming acquisition and life­
cycle expenses which include installation, training, operation, and 
maintenance. All costs and cash flc"ws were converted to net present 
values for each alternative for the purpnse of comparison. 

The analysis resulted in a recommendation to lease the mobile communi­
cations system. This was not the cheapest of the three systems. How­
ever, because of its ability to perform under the varying conditions 
of the scenarios, it had the best benefit pr'"file and the highest net 
present value overall. 
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The weak~ess in this kind of analysis is that many subjective and 
uncertain assumptions had to be made. For instance, in assessing each 
system's ability to mitigate or prevent the loss of life, not only was 
an uncertain estimate made of the number of people likely to be seri­
ously injured, but also a value of $175,000 was placed upon each life 
saved. 

PRICING 

This refers to the process of establishing fees for the buying or sell­
ing of police services. There are any number of services bought and 
sold for which fees must be established. This includes sales of ser­
vices by one department to another, such as field patrol or criminal 
investigation services, and sales for services provided to the public, 
such as licenses and permits. There are a number of factors that 
should be considered when setting or reviewing a fee, such as the vol­
ume of service to be provided or acquired; the total cost of the ser­
vice including not only direct labor and materials but also the associ­
ated overhead or indirect costs; its fairness or whether the amount is 
reasonable for the service; its equity or whether the fee is the same 
or similar for all buyers; and its legality or whether the authority 
exists for the department to sell or buy any particular service. 

Example: 

The city police in Alexandria provide crowd and traffic control for 
the Scottish Games which are sponsored by the city. They began to mea­
sure the cost of supplying these services so they could charge the city 
departments which sponsor the games. The department also uses cost 
information to set fees for taxi licenses and solicitors. 

Example: 

The police in San Diego regularly update their cost information to set 
new fees for issuing bicycle and taxi licenses. 
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Example: 

Des Moines, Iowa, decided to pay to house female prisoners in the 
county's detention facilities after determining that such an arrange­
ment would be cheaper than using a city facility. 

Example: 

Inverness, Illinois, contracts with neighboring Barrington for police 
services. Estimated savings are about $75,000 per year. 

Example: 

Small communities in Switzerland contract with a private company, 
Securitas, for police functions. These private poli~e who patrol, 
direct traffic, and check tickets at public functions relieve the 
regular force of routine duties and cost less than adding personnel to 
the city payroll. 

Example: 

The Dallas County Sheriff's Office provides patrol services to the 
cities of Seagoville and Sunnyvale. Each year it renews its contracts 
with the cities based upon the projected cost of the service. The 
renewal includes a projection of the estimated direct and indirect 
costs. Indirect costs are applied using a fixed amount per employee. 

The articles or issues covered by the contract are shown in Exhibit 
3-F, and the proposed cost of the service contract for the City of 
Seagoville is shown in Exhibit 3-G. 
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EXHIBIT 3-F 

AN AGREEMENT FOR POLICE SERVICES 

• Statement of agreement 

• Legal basis 

• Police patrol services defined 

• Delivery of services 

Service area 

Quantity of service 

How delivered 

Reporting 

Service management 

Responsiveness 

Coordination 

Other services 

• Resources 

County responsibilities 

city responsibilities 

Individual ownership 

• Liability 
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EXHIBIT 3-F (Continued) 

• Personnel 

Employee status 

Payments 

Indemnity 

• Fees 

Total sum 

Billing and payment 

Delinquency 

• Term 

• Termination 

• Renewal and renegotiation 

• )E:xecution 
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EXHIBIT 3-G 

FY 83 PATROL SERVICES CONTRACT 

. + 5~o Average salar~es 
FICA 
Retirement 
Insurance 
Uniforms 

Per Deputy Cost 

No. of deputies required to 
fulfill contract 

Sub-Total Personnel Costs 

Auto (Cost $9,500 - 500 sa~vage) 
Fuel «Maintenance @.21¢/m~le 
Radio (cost $4,085) ~ :0 
Visabar (cost $1,157) ~ ~ 
Install and Maintain Equ~pment 
Emergency Supplies 

Per Auto Cost 
X autos required 

Sub-Total Equipment Costs 

Sub-Total Direct Costs 

.;. 2 

@ $5,672.31 per deputy Indirect cost 

GRAND TOTAL 
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Option r 

$ 22,598 
1,513 
1,581 

960 
209 

$ 26,852 

5 

$ 134,260 

4,500 
12,600 

409 
231 
240 
800 

$ 18,780 
1 

$ 18,780 

$ 153,040 

$ 28,362 

$ 181,402 

Option II 

$ 

6 

$ 161,112 

1.3 --
$ 24,4l4 

$ 185,526 

$ 34,034 

$ 219,560 
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REPORTING 

Reporting is the end product of the accounting cycle. Its design or 
format is dictated by the requirements specified by the managers within 
the organization and by external parties to whom the system is account­
able such as local, state, and federal governments. The system design 
must accommodate the most detailed of any set of requirements, so it 
is usually that party which has the most impact on the system design. 
The party with the heaviest requirements is often the Federal Govern­
ment. A number of police jurisdictions have indicated the Federal Gov­
ernment has done the most to upgrade their cost analysis capabilities. 
In addition to responding to known reporting requirements, systems 
should be able to respond to one-time requests for cost information 
and to unforeseen circumstances su~h as identifying and recovering 
CQsts for special services rendered during riots and other disasters. 
For this the system must b~ flexible. As a general rUle, the more 
detailed the organization's accounts, the more flexibility it will have 
in reassembling cost information to meet special requests. 

Exhibit 3-H shows an organized way of looking at the tl~es of cost 
reports and their relationship between cost information, management 
functions, and target audiences or parties to whom the organization is 
accountable. It categorizes cost by type, organizational level, tim­
ing, and impact. Those cells marked with an "X" identify the type of 
reports ordi~arily required based upon the findings of the program 
model mail survey and field visits. The survey also identified the 
specific types of cost studies or reports done to allocate human or 
financial resources. They included r~ports showing the costs of: 

• patrol vehicles 

• responses to calls for service 

• gasoline pricing and usage 
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• out-of-state recruiting of police applicants 

• use of civilians in police communications 

• early retirement programs 

• federal grant administration 

• overtime reduction, and 

• court appearances. 

Example: 

San Diego used cost analysis to obtain reimbursements for its work at 
the site of a fatal crash of a commercial airliner and for its help in 
handling a major strike in a neighboring jurisdiction. 

Example: 

The Arkansas state police regret that they did not have the capability 
to bill the Federal Government for the cost of responding to the riots 
at Fort Chaffee, a federal military installation temporarily housing 
cuban refugees. 

I 
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WHEN SHOULD THE POLICE EXECUTIVE USE COST ANALYSIS? 

Ideally, the organization should be prepared to meet all its routine 
cost reporting requirements systematically without an extra expenditure 
of effort. However, assuming this is often not the case and assuming 
there will be many demands or opportunities for special study, when 
should the police executive decide to expand the extra effort required? 
Some considerations are suggested: 

Nhenever there is a legal requirement to do so 

• Whenever large amounts of money are involved 

• Whenever long-term commitments are being con­
sidered 

• When a substantial change in ore rations is 
being considered such as a reorganization, 
expansion, or consolidation of precincts, ser­
vices, or personnel 

• 

• 

When ~ new technology is being introduced such 
as a computer system 

When revenues and expenditures are out of bal­
anct! 
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~hen ext:e~ely sensitive issues are involved 
1n a dec1s10n such as a proposed change in 
the number of community relations officere and ~, 

When commonsense good management requires it • 
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WHAT ARE SOttE OF THE PROBLEHS IN POLICE COSTING? 

The major problem is that most jurisdictions do not use cost informa­
tion regularly in decisionmaking because they lack the capability to 
get it and because its potential value is perceived to be either i~rel­
evant or unnecessary. Hore attention has been given to documenting 
services provided with level of effort ano community crime statistics 
than has been given to measuring costs. The program model mail survey 
revealed three major shortcomings in police accounting systems: 

• Accounting systems often supply accounting information on a cash 
basis only and fail to match true cost to the period. 

• Costs are often allocated by organizational unit without any fur­
ther classification by service, job, or function and without any 
regular maintenance of an indirect cost rate. As a result, it is 
often easier to determine who is responsible for the cost than to 
determine how or for what service the cost was incurred. 

• Accounting systems and rep~rting methods are often too c:ompli­
cated, too general, and too slow to use effectively in decision­
making. 

In addition to these fundamental shortcomings in the accounting sys­
tems, other factors inhibit the effective development and use of cost 
accounting information: 

• Managers are unfamiliar with the uses of cost information. 

• Managers do not perceive the financial system to be their respon­
sibility. 
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Manager~ have ~ natural reluctance to develop yet another basis 
u~on wh1ch the1r performance or programs may be judged or critj­cued. 

The info~mation systems in place which often serve as the basis 
f~r allocating costs for special analyses are inadequate, inacces­
s1ble, and not controlled by the department. 

The responsibility for financial operations and accounting belongs 
t~ an independent depar~nent servicing all local government agen­
Cl.es. There may be a hIstory of conflict between departments a 
lac~ o~ capacity in the financial offices, and an inability 0; 
unw1l11ngness to respond to the particular demands of anyone agency. 
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POLICE MANAGED RESPONSE SYSTEMS 

This section contains material reflective of recent research 
which has been conducted in order to develop new alternative 
types of responses to selected calls for service. 

The alternative types of response require new forms of 
procedures and policies regarding the role and function of 
communications personnel--particularly the call-intake 
procedures used in a department. 

When new procedures are adopted so that they mesh wi.th new 
forms of responses, considerable savings can be derived in 
terms of lower cost associated with different types of 
responses--particularly responses that do not requixe the 
on-scene response of a sworn officer dispatched by the 
department as a mobile response. 

Material excerpted from the National Institute of Justice Field Test 
Program, Differential Police Response to Calls for Service. 
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• SITUATION: 

POLICE MANAGED __ 
RESPONSE SYSTEMS 

The current workload difficulties faced by many departments stern from 
three premises that have traditionally been used to support police responses 
to calls for service. First, it is necessary to respond to virtually 
all calls by sending a patrol car; second, most calls cannot be delayed 
and must be answered as quickly as Possible; and third, responding to calls 
for service takes precedence over other activities performed by patrol officers. 

Each of these'premises has been called into question and several reasons 
support a rethinking of these premises: 

• Rapid response is questionable because 
agencies are simply too understaffed to 
respond to all calls immediately. Calls 
are often stacked during peak periods-­
including critical calls that require an 
immediate response; 

• Rapid response is not the only type of 
response available for a department; 

• Only a small percentage of calls are 
for crimes in progress or for emergencies 
where a rapid mobile response is seen as 
necessa,ry to prevent or treat injuries 
or to arrest suspects; 

• Most problems reported to the police 
can be handled by a delayed mobile 
response or by various new forms of 
non-m~bile responses; 

• Citizens are willing to accept either 
a delayed response or to cooperate in 
using other types of police responses 
if and when they are properly informed 
of an estimated arrival time or properly 
instructed in the use of alternatives other 
than expecting a mobile immediate police 
response. 
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• THE PROBLEM: 

Most deparonents have not sufficiently explored the vast range of 
alternative or optional responses that are available to them in order 
to respond to the various categories of problems that are called in 
to the department. 

Even in those agencies that have addressed this issue of alternative 
responses--e.g., many ICAP and MPO agnecies--their approaches have been 
too limited. Usually such agencies have est~jlished prioritization 
schemes that prioritize a dispatched response only or have installed 
telephone reporting units (or expeditor units) in order to handle 
certain types of incoming calls by phone rather than by dispatch of 
a patrol unit. 

Recent research and demonstrations, however, have suggestad that a 
more comprehensive review of the manner in which an agency handles 
its call intake procedures can suggest new ways of determining how 
incoming call.s that have been reclassified can be handled by the 
department. Further, recent demonstrations have suggested that as many 
as eight to ten ditferent types of responses can be develo~ed and used 
by an agency besides the traditional response of dispatching a mobile 
unit to handle some calls. 

e APPROACH TO THE PROBLEM: 

Two major steps have been taken by some departments in order to create 
a new relvised response system based on the prior reclassification of 
incoming calls for service. Thus, these two steps assume that some 
reclassification has been done (Component 1) and that the new classifcation 
scheme is to be used in order to construct a new reponse system. 

The two steps are: 

• Identification and Selection of 
Types of Responses Matched To 
categories of Classified Calls 

• Revision of Call Intake Procedures 
and Training of Call Intake Personnel 
and Others So That An Appropriate 
Match is Made Between Individual Call 
and Response Type Chosen 
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EXAMPLES OF ALTERNATIVES 

IMMEDIATE MOBILE RESPONSE OPTIONS 

• one-person mobile unit 
• two-person mobile unit 
• one or more units 
• non-sworn units 

DELAYED MOBILE RESPONSE OPTIONS 

• one-person mobile unit delayed for a set period, e.g. one hour 
• tw6-P7rson ~obile ~it delayed for a set period, e.g., one hour 
• a mOb1l7 un1t that 1S scheduled to respond beyond 

a,g1v~n ~et peiod, e.g., next day appointment 
• a rov1ng mob1le unit that is sent outside the 

beat to another beat within a scheduled appointment, 
e.g., within next three hours or within next ei~ht 
hours '::I 

• NON-MOBILE RESPONSE OPTIONS 

• 

• 

• telephone report-taking by Teleserv unit or Expeditor unit 
• citizen walk-in to report at station 
• citizen mail-in report 
• referral of call to other agency 
e telephol'1e .. counsellinga by non-sworn police 

paraprofessional or civilian employee or 
volunteer: 

• s7~i7es provided at station by paraprofessionals, 
c1v1l1an staff, or volunteers for walk-in clients 

MATCHING RESPONSES TO 
CATEGORIES OF CALLS 

Match~n~ types of , alternative responses to categories of 
class1f1ed,calls ~5 usually done by a process of planning 
and an~lYs~s. "Fo:r.mats" or "Matrices" have been constructed 
by var~ous departments and analysts as tools to aid th:s 
process. ~ 

Several different examples (If such formats are presented 
in the following pag7s and each wj.ll be explained. Differences 
are due to local var1ations in policies and capabilities of 
each department. 
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FIGURE I: 
GENERAL DlFf£REtnIAl RESPOUSE MODEL 

TY"I: Of INCIUENfllIMI: Of OCCtJlIIIENCE 

r"A.llln "t)' EN "A' "",mrt MAUlII l'unrUIl V PUI E,., "A' "IIOI'l-'" V M!lWn I'JlOI'EllI V UlIIEII U"'f:1I "t: IISmlAt .,"M"OEI .'(nSON'" O"M"OEI "l:IISON", O"M"OI'I MI/II)I\ M.NIlII III 'lillY , ()SS INJUIIV lOSS IIfJUIIV IIIS5 C.IIMI: tulu (;'IIM" . , 

sl~ 
... - _ . . :a '" ~ :a '" '" :a U) 

~ ~ !L' 
U) 

~ 
U) 

~ ~ 
III ~ III 

~ III III III .11 a: -< a: -< a: a: ~ a: -< a: a: (!) :I " :I 8 :I 8 :I " :I " :I 8 :I 8 :I 0 )( o - )( )( 0 )( 0 )( 9 )( 9 )( 
lr 9 a: )( 9 1 9 1 g 1 9 If I If ~) 1 0 l fi 0 0 0 0 0 0 If 0 0 If 0 If 3 f n "!: If n II" 0 i CJ' 0 U _ II U U Q U Q \) 

IMMlliIll.E 

z I:lC"IOIIE III. 
0 
~ IIOUIIIIE lIJ 

ID A",'OIlHME ... . . . 
> IMM! 111M E r- :z: -< II" Z 0 • lC"(lII' I: a: 

~ I!! III 
1I01l1ltll' ..J i -< 0 III z """111111 MEtH CI! 

% 
(j 

Il:U "110111: ll. 
lIJ 

~ III 
W'" Kill II: OJ 

0 
MAli IN 

l rtff f''''A. 

-, 
Z 

UI) II( SPOt/SE 
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two dimensions: type of incident or call and time of occurence. Response alternatives 
are of three major types: sworn mobile, non-sworn mobile and non-mobile. 
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POTENTIAL USES OF THESE 
TYPES OF FORMAT 

FORMATS CAN BE USED TO ASSESS CURRENT RESPONSE STRATEGIES ~?ITHIN THE AGENCY 

Agencies may Use these types of formats in order to determine, before­
hand, the types of responses that the agency wishes to install and 
fo110"1 in order to respond to any given type of incoming ca11--once 
calls have been classified appropriately. 

In making such a determination, agency ar.<"'.lysts will be forced to review 
and assess the types of responses that they now give to given calls. 

• FORMATS CAN BE USED TO SORT-OUT CU~NT RESPONSES AND PRIORITIZE 
P~SPONSES ACCORDING TO ESTABLISHED AND MANAGED POLICIES 

Call takers should not be given the discretion to choose what types of 
responses--e.g., "We'll have a unit there in a minute! "--the agency 
will make to a given incoming call. Most call takers need direction and 
guidance otherwise their normal tendency is to "overpromise" a l-esponse. 

Sorting out what types of calls will get what types of responses is an 
important step in determining the policies and procedures that will be 
followed by communications personnel in conducting the initial "phone 
transaction" betweerl a caller (demand) and the response (supply) resources 
of the department. 

In agencies that have used this type of format or process of matching 
classified calls to types of different responses, it has been found that 
up to as much as 40% of previously dispatched (mobile-sworn) responses 
can be safely and satisfactorily handled by non-dispatched non-mobile 
responses with significant savings of patrol time and patrol resources. 

• FORMATS CAN BE USED TO ESTABLISH ALTERNATIVE RESPONSES 

Only selected calls require an immediate, mobile, sworn response. Indeed, 
the percentage of the total volume of annual calls that require this 
form of response is often found to be in the 10% to 15% range of calls. 

Sorting out and matching what types of classified calls require what 
type of response will reveal to the agency that a wide range of response 
options can be identified and can be installed in the. department. 
Possible ranges have been listed in previous tables in this section of 
this session. 
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MAKING A NEW SYSTEM WORK FOR 
POLICE MANAGERS 

• AN ESSENTIAL REQUIRED STEP: REVISION OF CALL-INTAKE PROCEDURES 

A final and essen~ial step in the development and implementation of a 
revised response system will require significant changes in the current 
manner by which calls and call-intake procedures are handled in a 
department. 

The use of call classifications, identification and implement~tion of 
alternative responses and matching a r~sponse to a call means that 
an increased level of responsibility is placed on complaint operators, 
dispatchers and patrol officers. 

Currently, in most departments, call-takers collect minimal information 
fro~ citizens to classify the call according to signal codes before passing 
this information on to dispatchers who, in turn, pass on the information, 
again by way of signal codes, to officers in cars or units. 

In the new system envisioned by our remarks and f~rmats listed earlier, 
call-takers will be required to collect an expanded range of information 
f~om citizens in order to evaluate each call in cerms of the dimensions 
of the call (see formats 1-4 above) and in order to assign each call 
to an appropriate response category, e.g., emergency immediate mobile, 
immediate mobile, delayed mobile, etc. Moreover, based on the policies 
and procedures of the department, the call taker will also have to inform 
the citizen, in certain types of calls, about an alternative such as 
the use of a Teleserv Unit or Expeditor Unit, or refer the caller to another 
non-police agency. 

Thus, several new procedures will need to be devel·oped and tested and 
finally implemented (and monitored, by the department and these include: 

• Develop and instruct personnel on the 
new call classification system; 

• Develop written guidelines on the specific 
types of information that call takers will 
need to obtain from citizens in order to 
match the call to a wider range of responses; 

• Develop and test a standardized set of questions-­
a set of decision menus or steps--that a call 
taker can use quickly and efficiently in order 
to obtain the needed information to match the 
call to an ~ppropriate respone; 

• Develop standardized explanations to intorm citizen 
callers about appropriate responses to be taken by 
the agency and develop ways to train and monitor 
personnel who must use the system effectively. 
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SOME ANTICIPATED COST-EFFICIENT 
EFFECTS FROM SYSTEM 

• DETERMINATION OF WHAT WILL BE THE PRIMARY CORE SERVICES 
TO BE DELIVERED BY THE AGENCY IN RESPONSE TO CALLS FOR SERVICE 

The system--call classification, response alternatives, and matching 
responsas to calls through revised intake procedures--will result 
in an agency developing policies and procedures for delivering its 
lIessential core services ll and will enable the agency to decide what 
types of previous services it can reduce or eliminate or what new services 
can be added safely as part of a revised response system. 
In agencies that have used variations on this type of system, it has 
been founa that, on the average., of a total of 32,000 calls per month, 
only 1,800 required any form of immediate or delayed mobile response. 
The remaining 31,200 were handled by a variety of lower-cost responses 
including Expeditor or Teleserv responses, non-mobile responses, and/or 
the use of mobile or non-mobile non-sworn officer responses such as 
mail-in, walk-in reports or services provided, at the station, by para­
professionals or volunteers or services provided on-site to the caller 
by llon-sworn paraprofessionals. 

• MORE PRECISE DETERMINATION OF DEPLOYMENT AND ALLOCATION FORMULAS 

A well managed and developed response to calls system can result in 
a more precise understanding of what types of classified calls will 
require a mobile, emergency, immediate, or delayed response. Analysis 
of these types of classified calls--by volume, time of day, day of week, 
season, location of caller, and other time and space dimensions--can 
be an essential ingredient in the development and use of allocational 
f,?rmulas for the deployment of patrol units. Such deployment usually 
occurs by time (shift, overlap shift, etc.,) or by place (precincts, 
areas or beats). 

In Component 3 of our model we shall discuss some of the dimensions 
associated with allocation formulas. However, we shall discuss these 
as if some form of new response system has been developed. 

The effect can be that when an agency upgrades its classifcation system 
(Component 1) and improves its response system (Component 2), potential 
cost savings can be identified. Moreover, and equally important, the 
level and variance in the demand side of the equation can be managed 
by the police department in its favor. Departments can begin to lLlit, 
in a rational and reasonable manner, its resources in order to match these 
with demands that can be met by effective police presence or an effective 
police response. 
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SESSION 4 

DAY I 

PLANNING FOR COST ANALYSIS 

During this session we will consider the principles that apply to plan­
ning a cost analysis of police services. This session will include a 
variety of training methods including lectures, individual task assign­
ments, and small group work. 

Specifically, a model for planning cost analysis will be introduced. 
During this session you will learn: 

• the six steps that are used when planning a cost analysis 

• how the planning steps are applied to a typical cost of ser­
vices problem. 

Now you know what a cost analysis is and some of its typical applica­
tions in police management. In order to see how cost analysis can be 
used in your own jurisdiction, it is important to understand the pro­
cess of planning and conducting a cost analysis. In this session we 
will look at the steps in planning a cost analysis. In the two ses­
sions that follow it, you will learn the steps in carrying out a cost 
analysis. 
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GENERIC QUESTIONS 

You have heard some of the kinds of generic police management questions 
where cost analysis has been used to help arrive at an an~wer. These 
included: 

• Are we doing well or badly? 

• What problems should be looked int~? 

• Of several ways of doing the job which is the best? 

APPROPRIATE USES OF COST INFORMATION 

Cost information can be used to support decisions or answer questions 
for each major management function in: 

• 

• 

Planning, cost analysis can be used to help choose among 
alternative ways of supplying a service~ for example, whether 
to have an auto towing capability or contract with private 
firms 

Budgetj,ng, cost analysis can be used to help forecast future 
costs in light of changing requirements, crime patterns, ,and 
prices; for example, projecti~g the future cost of recru1t 
training 
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• 

• 

• 

• 

Controlling, cost analysis can be used to help monitor expen­
ditures over time and contribute to cost containment strate­
gies; for example, identifying patrol activities that have 
rapidly increasing unit costs 

~luating, cost analysis can be used to help determine the 
degree to which departmental objectives are being achieved 
and to maximize the utilization of resources; for example, 
optimize the division of investigation responsibilities in 
the most cost-effective way 

Pricing, cost analysis can be used to help establish fees or 
recover costs where this is possible; for example, pricing 
the cost of crowd c~ntrol for a rock concert 

Reporting, cost analysis can be used to help determine what 
various services cost, how they vary among precincts, and 
how the department compares with other departments, much like 
crime statistics; for example, comparing the cost of respond­
ing to a call for service. 

Cost information can also be used to examine the larger question of 
the financial condition or the various levels of solvency that 
your department ~r municipality is experiencing. (See Session 3.) 

INAPPROPRIATE USES OF COST INFORMATION 

Not all management questions can, or should, be answered using cost 
analysis methods. For example, 

• does this jurisdiction have a good police department? 
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• should the standards for promotion to sergeant be increased? 

other questions that could be approached through cost analysis may be 
too trivial for the effect involved. For example, 

• 

• 

should the department issue metal clip boards in place of 
fiber ones? 

what is the cost of sending a representative to semiannual 
meeting in a distant location? 

other departments are proactive; they regularly examine the services 
they provide to understand where the costs are so they can be managed 
properly: 

• should we continue contracting with the state police for 
crime lab services or develop our own crime lab? 

The difference is where decisions are made. In reactive environments, 
decisions are made by the city council, the mayor, and so forth. In 
proactive environments, the department makes most of its own decisions. 

PROACTIVE BAROMETER 

To become proactive, a department must learn how to ask useful ques­
tions. A cost-analysis question should be asked when: 
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• a new service is being planned 

• 

• 

• 

• 

an existing service is being redesigned 

responsibilities for a service are to be reassigned or redis­
tributed 

opportunities to buy or sell a service arise 

the demand for a service has risen or fallen sharply 

• alternative ways of delivering a service can be identified 

• a service does not seem to be as proactive as it should be . 

For example, it may seem more cost-effective to assign a single inves­
tigator rather than a two-person team to gather information on suspec­
ted narcotics suppliers. However, a cost analysis might reveal that 
the costs are about equal per investigation and that the costs per con­
viction are less when a two-person team is used. 

By critically examining costs, it also is possible to determine where 
additional investments in delivering a police service may payoff. 
For instance, if it is learned that much of the cost in responding to 
a family dispute is the cost of getting there, very little cost may be 
added if more time is invested in efforts to resolve the dispute. 
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. . - appropriate one for cost analy-
To determine whether a quest~on 1S ~n nd estimate an answer to see ~hat 
sis, it is useful to do a IIdry~un'~hat it cost $8 000 to inuestigate 
impact it would.h~ve. Ifl~O~t m:;e~a~y difference? Or if you could 
the average hom1c1de, WOU.1 . e costs one hour of overtime for 
calculat~ that daylight savh1ngsl t~,s set back would that information each p~rson on duty when t e c oc 1 , 
have alY impact? 

PlANNING ELEMENTS REVISITED 

l ' service involves three elements: Planning a cost analysis of a po 1ce 

• 

• 

• 

answered or the decision to be made based the question to be 
on the results 

the way units of the service will be defined and counted 

. f service will be calculated. the way the costs per un1t 0 

PLANNING MODEL 

A Planning Model has beenddev~lo~e~h;ou~i~~ ~~: ~~~~~:n~eO!a~ ~~~~ at 
analysis. To help you un ersha~ is to be accomplished by each one, 
the ste~s, or tdaskS'htOt seaendww~at problems are likely to be encount­who typ1cally oes w a I 

ered. 
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TASK 1: DEFINE PURPOSE 

A cost analysis is performed to help answer a question or contribute 
information to a decision. Industry uses cost analysis to decide 
whether to produce a product, to decide how much to charge for it, to 
locate areas where cost savings may be possible, or to monitor produc­
tion. 

In police management, we talk about services instead of products, but 
cost analysis similarly is used for pricing, reporting, planning, bud­
geting, controlling, and evaluating police services. But in each case, 
a question or a decision is involved. 

How the question gets asked depends on who does the asking. In a ~ 
tive setting, the question is raised outside of the department and, 
presumably, any decision based on the results also will be made outside 
of the department. 

And, unless a considerable amount of cost data is at hand when the 
question is asked, it may take weeks to determine the units of ser­
vice, the components of cost, and the amount per unit of service. 

A proactive approach, where the department asks itself cost-of-service 
questions is far more desirable. This may not prevent outside ques­
tions, but internally initiated cost-of-services studies demonstrate 
the department is concerned with costs and that it does manage itself. 
And, a few carefully done st~dies will provide a base of information 
on cost per labor hour, cost per vehicle mila, or cost per square foot 
of space that makes further studies much easier. 

Because the conduct of cost analysis study requires time and resources, 
the chief of police should be responsible for deciding whether a study 
or group of studies should be done. Generally, the study will be car­
ried out by the department's planning staff, but assistance and coop­
eration will be required from all the line units that have responsibil­
ity for components of the cost of that service. Cooperation also will 
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be needed from various muni.cipal offices to obtai~ r:cords of salaries, 
benefits, purchases, and such that are not kept w~th~n the department. 

ISSUES/CONSIDERATIONS 

the purpose of a cost analysis, an administrator should In deciding on 
consider three issues. 

The first issue is whether the question is one: 

• 

• 

• 

that can be answered by a cost analysis 

where the answer is worth the time and troubl~ of doing a 
cost analysis 

that focuses on a function or service rather than organiza­
tional unit. 

Unless these criteria are all met, some other way should be found to 
answer the question. 

~s who w~ll use the resulting information and how it The second issue • • 
will be used. 

For some users or purposes, the analysis may have to be more acc~rate 
or more detailed than for others. For example, the cost of serv~ng a 
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warrant might have to be calculated differently if the results were to 
be '.lsed to: 

• 

• 

• 

track costs internally from year to year 

3eek reimbursement for warrants eerved en behalf of other 
jurisdictions 

compare cost with those in similar municipalities . 

Who will use the inform~tion is important, because often the person 
asking the question will not be the one who makes decisions based on 
the results. 

The third issue, and perhaps the most important, is how both conducting 
the study and obtaining an answer are likely to affect departmental 
operations. Establishing the cost of services involves the equivalent 
of a time-and-motion study, and these are threatening to both operating 
personnel--who are afraid of a II speed-upll--and supervisory personnel- •. 
who feel their authority and accountability are being attacked. 

For these reasons, the purpose of a study should be identified in such 
a way as to: 

• 

• 

make the intentions of the study acceptable to both operating 
and supervisory personnel 

make it clear how the results will be used, and what the con­
sequences might be depending on the results 
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• make it clear how the study will contribute to the depart­
mentis mandate and objectives. 

TASK 2: DETEPMINE SERVICE TO BE COSTED 

Depending on what information is wanted, the service to be studied by 
a cost analysis can be very broad or narrow. It could be: 

• all crime investigations 

• all investigations of crimes against persons 

• 

• 

all investigations of sexual assault crimes 

all investigations of sexual assaults in a particular pre­
cinct. 

No matter what service is chosen, it is important to seek agreement 
from the various divisions that share responsibility for the service 
as to just what that service includes. For instance, does the cost of 
responding to an auto accident include: 

• taking reports from motorists/witnesses 

• arranging towing-for a disabled vehicle 

4-10 

• directing traffic until the scene is cleared 

• writing traffic citations 

• appearing in court 

• transporting a driver for a breath analysis 

• verifying driver/vehicle identification? 

Different divisions may see the task differently and may want to 
i~clude 0: exclude.various.cost components. They also may want ser­
v~c7s def1ned cons1stent w1th the way duties and responsibilities are 
def1ned for purposes of supervision and fitness reporting. 

Different jurisdictions may not only include different steps in the 
process: but define the service differently. Does the service of 
respond1ng to an auto accident include: 

• accidents involving a pedestrian 

• responding to disabled vehicles blocking traffic 

• responding to reports of a damaged parked vehicle? 
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Clearly, some uniformity is 
jurisdictions or over time. 
ferent results for the cost 
depending on whether patrol 

required when costs are compared across 
In an example we used earlier, very dif­

of writing a traffic citation were obtained 
time was included or excluded. 

Determining the service to be cos ted should not be used as an occasion 
to reconsider what that service should consist of. It should be an 
occasion to determine what the costs of providing that service are and 
then to decide whether any upward or downward revisions are required-­
and what these should be. 

TASK 3: DETERMINE PRODUCTION UNITS 

Once the service is defined, it is important to decide the unit for 
measuring how much of the service is being delivered. The unit 
selected can make a large difference. For investigations, for example, 
is the unit: 

• a particular type of case 

• an arrest made 

• a case cleared 

• a conviction made? 

and, for patrol, is the unit: 
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• a mile of motorized patrol 

• an hour of foot patrol 

• a specific type of incident 

• a response to a particular call for service? 

When deciding on wha, units to use, it is important to try selecting 
units that,are consistent with departmental objectives and mean the 
same at different times for different cases. 

Generally, it is better to use units over which the department or its 
divisions have reasonable control. 

Units for allocating indirect costs also have to be chosen to reflect 
how space is used, how programs are supervised, or how communications 
resources are used. Some typical units used to allocate indirect costs 
are: 

• square feet for building space used 

• person-days for allocating supplies 

J 
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• total direct costs fOl" allocating municipal indirect costs 

• number of telepho~es for dividing telephone charges. 

These units for indirect costs have to be chosen carefully, because 
they should be consistent from one cost study to the next. 

TASK 4: DEF" OlE COST COMPONENTS 

All resources necessary for a service should be included in the cost 
calculation. Most direct costs are relatively easy to identify, such 
as personnel time, vehicle hours or miles, informant payments, and so 
forth. 

Indirect costs are more difficult. When possible, the costs ~f build­
ings, utilities, supplies, supervision, and so forth that can be iso­
lated should be removed first, and only the residual costs prorated 
among services. If, for examp1e, the cost of the space discretely used 
by the inve3tigation division can be determined, it should be divided 
among investigation activities only and should not figure into, for 
example, the cost of writing citations for parkirig violations. 

Calculating indirect costs may not be necessary, if the results are 
used to chose among alternatives and each alternative would have a sim­
ilar percentage of indirect costs. If calculating and allocating 
indirect costs is necessary, then it should be done accurately the 
fi st time so the guidelines can be used for subsequent studies. 

Determining indirect costs frequently involves going outside of the 
department and trying to make sense of unfamiliar accounting systems. 
Before a decision is made to calculate indirect costs and ways of iden­
tifying or allocating them are selected, it is a good idea to find out 
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what records are available and how much help dan be expected from the 
city's finance or budget offices. 

~,SK 5: DETEIDfINE DATA SOURCES 

Some way of collecting both unit of service data and cost data is 
required. 

Once the cost components of a unit of service are identified, the 
average amount of that component used in performing the service has to 
be determined, such as the amount of time required to write a traffic 
citation, the number of flares used fQr a typical accident, the number 
of minutes of a patrol car used when transferring a prisoner, or the 
amount of time spent in searching records for a robbery investigation. 

Both data sources and collection techniques are discussed elsewhere in 
the program. You may want to make nGte, however, that thanks to the 
Internal Re,venue Service, payroll records are probably the most accur­
ate. They will prov;.de you with excellent data for salary expenses. 
The purposes for which those expenses were intended is another matter 
entirely. It is a rare instance indeed, where an individual's time 
appears in payroll records to show the particular activity or task in 
which he/she was engaged at a given time. In order to determine that 
information, it will almost always be necessary to rely on other data 
sources which could include a questionnaire 01" interviews combined with 
on-site observation. The methods to capture needed infor.mation are 
many. 

Anot;her isDue will be to determine the technique you will use in gath­
ering data. Do you need to inter'view every patrol officer to determine 
th~ time required for a traffic accident where there has been property 
d~nage only, or can you interview only a sample? We will aiscuss these 
issues later. The point to remember here is that one could spend a 
lifetime getting or constructing complete and accurate data. In this 
stage of planning, one must determine what are the available sources 
of data; where are the gaps; how they can feasibly be filled; and what 
one can live without. Having mad~ these determinations, it's time to 
move ahead. 
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TASK 6: DECIDE ON EXTE.]!'! OF THE ANALYSIS 

The precision of the results will depend in large part on how direct 
and indirect costs are separated and how indirect costs are allocated. 
For many purposes, categories of costs such as general supplies can be 
lumped together and considered an indirect cost rather than trying to 
establish the numbers of pencils, for example, used for specific ser-
vices. , 

For many purposes, indirect costs--particularly municipal indirect 
costs--can be ignored altogether. How detailed a cost analysis should 
be depends on the purpose of the study, who will use the information, 
and how accurate and detailed it must be. 

The last step in a cost analysis is reporting the information. Whether 
used to answer a question raised outside or inside the department, the 
best approach to the report is to provide as much of the information 
as possible. Typically, this will include: 

• the question that the cost analysis addressed 

• how the service being examined was defined 

• what components of direct costs were included 

• how the amounts of direct costs were determined 

• what components of indirect costs were included 
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• how these indirect costs were calculated and allocated 

• what the results indicate. 

This last point is important because the police d~partment is likely 
to have a better understanding of what the results mean than anyone 
else. This decision should include an assessment of what influences 
tended to make the costs high or low, whether the costs of any of the 
components could be changed, and whether the costs that were determined 
are likely to increas~ or decrease substantially in the near future. 
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PLANNING EXERCISE 

The participants will be divided into small groups for the exercise. 
Wherever possible, each community team will work as a group. The task 
is to work through the planning of a cost analysis to determine: 

• whether the problem is an appropriate one for cost analysis 

the service or services to be costed, and what units of ser­
vice should be used 

• the components of cost that should be considered for each 
service to be analyzed. 

It is important to be as realistic as possible in your approach to this 
exercise. A cost analysis can be an exp~nsive and time-consuming 
effort. You should try and minimize the amount of work that will have 
to be done, but at the same time develop a plan that will give enough 
information to make the findings convincing. 

To help your group prepare a plan, we suggest you use the planning 
model that has been presented. Following the "statement of the prob­
lem," there are a series of worksheets to guide your groupls work. 
Note that in many places, you are asked for a "justification" for the 
planning decisions you have made. These are important as a way of 
helping you understand what is involved in planning a cost analysis. 

At the end of an hour, we will assemble all together again to hear and 
discuss what the groups accomplished. 
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Statement of the Problem 

Centertown is a typical city of 250,000 population. Over the past sev­
eral years, crime and violence have been increasing in the Centertown 
Public Schools, particularly in the four high schools. Many calls have 
been for vandalism, disorderly conduct, and similar minor offenses, 
although recently there also has been a rise in more serious crimes. 

To protect its property, pupils, and staff, the School Board has 
decided to statio~ one non-uniformed security officer in each high 
school. As an alternatiVe to having its own personnel for this pur­
pose, the School Board has asked the Police Department to bid on pro­
viding this service. 

Your task is to plan a cost analysis of this service that takes account 
not only of what it would cost the Police Department to station an 
officer in each high school, but also takes account of any savings to 
the Police Department that would result. The officers would be at the 
schools from 8 a.m. to 4 p.m. for the 180 days of the school year. 

According to the divisional and distric~ commanders, four services are 
now being performed at the schools: 

• 

• 

In response to calls for service, one officer is sent to 
obtain a report on instances of vandalism, minor larceny, 
and so forth. These represent two thirds of the responses 
to min~r offenses. With the concurrence of the schools, 
these offenses generally are not further investigated. 

Also in response to calls, an average of 2.2 officers are 
dispatched to respond to fights and similar disturbances or 
to suspicious strangers in the school. These represent the 
remaining one third of minor offenses. Again, few of these 
cases result in apprehensions, because the schools prefer to 
deal with these problems themselves wherever possible. 
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Calls regarding serious crime primarily include assaults on 
teachers, assaults on other stud~nts resulting in substantial 
injury, or weapons charges. Again, an average of 2.2. offi­
cers respond to these calls. Almost all are followed up by 
an investigator on either the same or the following day. 
These cases usually are prosecuted. 

The final service is the investigation of crimes not on 
school property where a student is questioned. This often 
is done at the school, usually by the investigator who is 
handling that case. 

In addition, the Police Department regularly performs other services 
related to the schools. These include: 

• crowd control at evening or saturday sports events, dances, 
and so forth 

• esc~rt to the bank for ticket sales, textbook fees, etc. 

• 

• 

night and weekend patrol of school grounds 

periodic public service/educational appearances at the 
schools. 
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Worksheet #1 

1. 

2. 

TASK I: DEFINE PURPOSE 

~ is the question? Restate it as clearly as possible. 

What can be learned from this cost analysis beyond answering the 
question? Give one possiblity. 
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Worksheet #2 

1. 

TASK 2: DETERMINE SERVICES TO BE COSTED 

List at least two services in each category 

What services should be included in calculating present costs? 
Be as specific as possible. 

2. What services should be included in calculating costs to respond 
to the School Board plan? 

3. What other services ~'ill be affected? 

'-. ~-~-~~~---------

!orksheet ~ 

TASK 3: DETERMINE PRODUCTION UNITS 

For each service listed on Worksheet #2, choose a unit for measuring 
the delivery of that service. 

1. Pres~nt Services 

2. Future Services 

3. Other Affected Services 
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Worl;sheet #4 

TASK 4: DEFINE COST COMPONENTS 

consider only present costs for this.work~heet. 
the two services on Worksheet #2. ~1st f1ve to 
to six indirect costs for each serv1ce. 

Service: 

Direct Costs 

Indirect Costs 
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Consider only one of 
ten direct and three 
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Workshe~ 

TASK 5: DETERMINE DATA SOURCES 

Choose and consider only two direct costs and two indirect cots for 
those you listed on Worksheet #4. Describe where, or how, you will 
determine the amount of each component required. 

Djrect Costs Data Source 

Indirect Costs Data Source 
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l>'orksheet #6 

TASK 6: DECIDE ON EXTENT OF ANALYSIS 

Go back to Worksheet #4. For each cost listed, code it as follows 
(record your decisions on Worksheet #4): 

P = Essential to include, precision required. 

E = Essential to include, estimate acceptable. 

N = Not essential for this purpose. 

4-26 

--------------------- ------------------------------------------------------------ ----.--------

SESSION 5 

DAY II 

COST ANALYSIS: HOW 'ro 

In preceding sessions, we have looked at the relationship of cost 
information to p~lice decisionmaking, discussed cost terminology, and 
eXI",d.ned how to plan for a ::ost analysis. In this session we will: 

• Discuss indirect costs and how to analyze them 

Discuss the specifics of certain costs 

• Examine several case studies 
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CALCULATING COSTS PER UNIT OF SERVICE 

The most difficult steps in a cost analysis are deciding what compo­
nents are to be included in the cost calculation and how the cost of 
each component is to be established. 

TYPES OF COSTS 

Let's look first at types of costs. For most of the cost studies you 
are likely to do, this framework will be helpful: 

cos 

TYPES OF COSTS 

< Wages 
Personnel 

< Benefits 
RECT 

... equipment 
Other direct < 

supplies 

departlMntal 

< 
Admlnlstrallon< 

municipal 
INDIRECTo 

operating cost, 
Facilities < 

capital costs 

Direct costs are those that can bp- assigned specifically to the service 
being examined; indirect costs are those that cannot be tied to some 
specific service but are necessary to all services. 
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CONCEPT: DIRECT COSTS 

Direct costs include both personnel costs and "other direct," or non­
personnel costs. Personnel costs include wages as well as benefits 
and other costs associated with personnel such as health insurance, 
vacation time, pension contributions or payments, uniform allowances, 
and so forth. Usually, benefits are calculated by adding all of those 
costs together and then dividing that amount by the total wages paid 
to get a percentage. For example: 

Annual Benefits Payments 

Insurance Premiums 
Retirement Contributions 
Salary during vacations 
Disability payments 
Uniform and other allowances 

TOTAL PAYROLL 

$ 118,000 
315,000 
192,000 

73 r OOO 
18,000 

$ 878,000 
$3,700,000 

Benefits as a percentage of payroll = $878,000 ~ $3,700,000 
= 23.7% 

TECHNIQUE: AVERAGINQ 

This way of calculating benefits illustrates how "averaging" is used 
in cost analysis. Not all personnel may be entitled to the same amount 
of annual vacation, and personnel at different ages may have somewhat 
different insurance premiums. But, rather than calculate the benefits 
costs for each individual separ~~ely, they can be grouped together and 
averaged for all personnel so a~ not to penalize one precinct, let's 
say, that happens to have older officers. 

Not all cost analysis studies use nveraging, but instead calculate all 
the costs applicable to each service individually. We recommend using 
averaging, however, wherever there is interchangability. Suppose, for 
instance, we bought 20 hand radios in January at $230.00 each, and 20 
identical hand radios in June on sale at $190.00 each. It would be 



easier and better to use an average cost of $210.00 than to check to 
see which of the radios were used in the delivery of anyone service. 

Similarly, averaging can be used to establish,a single rate for ~ll 
personnel who are used interchangeably, even 1f they may be at d1ffer­
ent pay grades. For example, there may be three or four paygrades for 
uniformed sworn personnel below the rank of sergeant. For cost analy­
sis purposes, the average cost for one of these individuals per shift 
or per hour will be easier and give ,a better pic~ure of,th: 70st per 
unit of service than trying to cons1der the part1cular 1nd1v1duals 
assigned to deliver each unit of service. 

You must be careful, however, not to overdo averaging when the compo­
nents are not interchangeable. An incentive paid to officers who serve 
on the tactical squad, for instance, should not b: ~veraged! but , 
charged to the services of the tactical squa~. S1m1larly, 1f,heav1er 
and more costly vehicles are purchased for h1ghway duty, serV1ces 
involving those vehicles should be assigned those added costs. 

OTHER DIRECT COSTS 

Other direct costs include, for example, patrol vehicles and ~ther 
equipment used to provide a service, and any consumable suppl1es such 
as gasoline. It is convenient to calculate, when:ver p~ssible, rates 
for the use of equipment such as the cost per vehl.cle ml.le or the cost 
per vehicle hour. 

TECHNIQUE: SAMPLING 

Very often, being able to calculate the cost of providing a service, 
will depend upon the availability of data which is not generally mal.n­
tained in municipal or departmental records. Examples of ~hese da~a 
problems might include the number of flares used for a typ1cal acc~­
dent the number of minutes of a patrol carls time used when transfer­
ring'a prisoner, or the amount of time spend in searching records for a 
robbery investigation. 
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In most cases, it is far easier to d~termine these amounts through 
sampling studies than by requiring all personnel to keep detailed rec­
ords. Even an educated estimate will do, if th results of the cost 
analysis do not have to be precise. 

When conducting a sampling study, data should be obtained from person­
nel performing the service. The number of people ~ the number of 
service units they report on should be large enough to have confidence 
in the results. The actual numbers needed can be determined for you 
by someone familiar with sampling statistics. As a rough guide, how­
ever, time reports should be collected from at least 20 persons, and 
each person should be asked to report on perhaps 10 different 
instances. 

Training should be provided to those who will contribute data. It is 
important, first, that they understand fully what they are to do and 
what should be included or excluded in their reports. And, second, it 
is important that they understand they should not vary their perfor­
mance because a study is being done. For these reasons, the study 
should be supervised by someone outside the chain of command. Other­
wise, the reports will be "by the book" rather than reflect what actu­
ally happens. 

The alternatives to sampling are to use or install a full record­
keeping system, such as detailed time cards but such systems both are 
cumbersome and often never include the level of detail that is needed 
because time use is recorded in hour or half-hour segments. Estimates 
are perhaps better, but they too can be faulty and misleading. 

The next step is to collect data on costs, such Ml the cost per minute 
of operating the communications center or the co~t per mile for operat­
ing a vehicle. This step can be very difficult and time-consuming, 
because most cost records are not kept in a way that makes this infor­
mation readily available. Averaging the use of approximations and con­
sidering the useful life of what w-as purchased often will give accept­
abl~ results, however. For instance, if the department pays for annual 
physical examinations for all its personnel, but most of these are com­
pleted in January, the cost nevertheless should be spread over the 
entire year. 

5-5 

--

~f 



------------------------------~------------------------------------------------------------~----------------------------------~-----------------------------~ 

CONCEPT: DEPRECIATION 

In order to calculate some kinds of direct costs, another cost analysis 
princi.ple should be used. Depreciation means calculating the cost of 
a vehicle, for instance, as it is used rather than when it is pur­
chased. 

EXAMPLE 

Suppose a group of ten patrol vehicles was purchased in 1980 at a cost 
of $80,000 and that communications and other equipment was then 
installed in each vehicle at a total cost of $20,000. Based on experi­
ence, we estimate th&t each vehicle will average 4 years of service 
before it has to be replaced; some will have a longer useful life, and 
some less, but the average will be 4 years. After 4 ye,.rs, the average 
salvage value per vehicle is estimated to be $600, including the 
installed equipment. 

10 vehicles 
plus equipment 

Less salvage 

Divide by 10 to get 
cost per vehicle 

Divide by 4 to get 
cost per year 

$80,000 
20,000 

$100,000 
§.,OOO 

94,000 

9,400 

$2,350 

To this cost, we have to add the cost of insurance, maintenance, tires, 
gasoline, and so forth. These costs all are related to how much we 
use the vehicle, and use can be calculated by hour of service or mile 
of service depending on what our needs are. Suppose we choose miles 
and determine that the ave~age patrol vehicle is used 19,000 miles per 
year. 
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We also have to get more information: 

• the average cost per vehicle per year for maintenance and 
repairs is $370 

• the average cost per lnile for gasoline and oil is 15¢ 

• the cost of liability insurance is $221 per year 

• the average cost of four tires is $128 and the vehicles aver­
age 32,000 miles per set. 

vehicle, $2,350 ~ 19,000 miles = 
maintenance, $370 ~ 19,000 miles = 
gasoline and oil = 
insurance, $221 ~ 19,000 = 
tires, $128 ~ 32,000 miles = 

Total cost per mile 

per mile 
12.4¢ 
1.9¢ 

15.0¢ 
1.2¢ 
0.4¢ 

26.9¢ 

The costs of other kij'lds of supplies also have to be included in the 
calculation of a unit of service. These generally are small costs, 
but they add up, such as the cost of flares, tear gas, personal expense 
reimbursements, traffic ticket blanks, and so forth. 

INDIRECT COSTS: A STARTER 

Indirect costs are costs that cannot be assigned to any particular ser­
vice. They include both administrative and facility costs. 
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It is useful to calculate two kinds of administrative costs--departm:n­
tal and municipal. Departmental indirect costs are the costs of adm:n­
istering and managing the police department. They include the salar1es 
and benefits of senior staff and support personnel such as clerks, 
vehicles used by senior staff and their supplies, the cost of hiring 
and training personnel, and the cost of doing cost analysis studies. 

DEPARTl1ENTAL INDIRECT COSTS 

These departmental administrative costs should be divided among police 
services in a way that reflects what these costs represent. The sal­
ary, benefits, vehicle, and space for the pat:o~ ~ommander should be 
prorated to services provided by the patrol. d1v1sJ.on an~ shou~d n~t be 
charged, for example, to most services prov1ded by the 1nvest1ga~1~ns 
division. The cost of the Chief, on the other hand, should be d1v1ed 
among all services. 

The usual method for prorating supervisory and administrative costs is 
to add them as sort of a "tax" on top of direct costs. The way this 
is done depends on the department, but we prefer to divide supervisorr 
and most administrative costs in proportion to labor hours because th1s 
more accurately reflects how these costs are incurred. 

Suppose an eight-member vice squad is supervised by a sergeant who 
spends haJ.f of his time on supervision and administration and half time 
on investigations or other services. First, calculate the annual cost 
of the sergeant, who uses a vehicle during investigations but not as a 
supervisor: 

Annual salary 
Benefits (30% of Salary) 
Total 
1/2 total 

$30,000 
9,000 

$39,000 
$19,500 

i 
I 
i 

I 
1/ 

II I, 

I 
II 
II 

I 
I 

Then, we have to add the cost of a civilian clerk assigned to the squad 
one-third time, and the cost of administrative supplies. These two 
components are charged entirely to administration rather than as direct 
cost of services. 

Sergeant 
1/3 civilian clerk 
Benefits (20% of above) 
Administrative supplies 

Total 

$19,500 
5,000 
1,000 
1,500 

$27,000 

Then, calculate the labor hours of the personnel assigned to the squad. 
We assume 2,000 hours per year, and have to include the other half of 
the sergeant1s time because he also plans and administers how that time 
will be used; 

a squad members, at 2000 hours each 
1 sergeant, at 1,000 hours 

16,000 hours 
1,000 hours 

17,000 hours. 

Finally, divide the cost of supervising and administering the squad, 
$27,000, by the labor hours, or 17,000 hours. The answer is $1.59 per 
hour. When you calculate the cost of prostitute arrests, you would 
add $1.59 as an indirect cost for each hour of squad personnel time 
used in making these arrests. 

MUNICIPAL INDIRECT COSTS 

The other group of administrative costs are the costs incurred by the 
municipality to operate the police department. Depending on the way 
the parent government operates, it may be responsible for payroll pro­
cess/ for annual budgeting, for health examinations,>or for other ser­
vices. For many reasons, municipalities often are very different from 
one another in what costs appear in the police budget and what do not. 
In St. Louis, for example, the police department is responsible for 
most of its personnel costs, but the city it~elf pays the F.I.C.A. on 
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sal~ries. Often, the police department is not charged for wate~! sew­
age, ~r refuse coll~ction because the costs are picked up by those 
departments. At the same time, vehicles used by city executives may 
be serviced by the police garage and get gas from the police supply, 
with the police department footing the bill. 

On the other hand, many municipalities keep careful track of these 
kinds of costs and can supply information on what share of these costs 
is attributable to the police department. Knowing these ,C!osts is 
important. If you want to compare your costs for a unit of service 
with those of another police department, you have to be sure that if 
that department's costs include part of the mayor's salary, yours do 
also. 

PENSIONS: A PROBLEM 

One of the most difficult sets of costs to deal w1th are those for 
funding pensions. Many municipalities pay pension costs out of cur­
rent revenues. They do not charge departments to establish a reserve 
for future pension payments, but may charge for person amounts being 
paid in the current year. Those current pension payments should not 
be considered when calculating the cost of services since they repre­
sent the cost of services delivered long ago. Instead, pension costs 
for current personnel should be projected and calculated as an employee 
benefit even if no real expenditure is involved. As a guess, the 
amount that should be figured for future pension payments in a pre­
ferred plan which police typically have should be somewhere around 20% 
of salaries, depending on the expected amount of the pensioa and the 
designated age of retirement. This is not the full cost of a pension, 
but is the amount that would have to be set aside if it went into an 
insurance fund that paid interest. 

ALLOCATING INDIRECT COSTS: THREE WAYS 

After all indirect costs have been determined, for both administration 
and facilities, they have to be allocated to direct services. There 
are several ways to do this, including: 
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• 

• 

• 

Calculating the proportion of each component of indirect cost 

that is used to provide each service. This method is appro­

priate when the shares of the costs are quite disproportion­

ate. For example, the cost of space used to detain public 

inebriates should be assigned to that activitiy and not 

shared by all other services. 

Calculating the percentage of each component of indirect cost 

that should be added to direct costs on the basis of labor 

hours. Labor hours is a good way to divide costs of supervi­

sion, personnel administration, and BO forth since each per­

s':m needs about the same amount of supervision regardless of 

their salary. 

Calculating the percentage of each component of indirect cost 

that should be added to direct costs on the basis of the 

total direct costs for a service. This method is appropriate 

for most management functions, for example, where planning 

and decisionmaking generally are in proportion to all costs 

and not just labor hours. 
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PROBLEMS/CAUTIONS 

There are some other problems that often occur in calculating the costs 
of services, and decisions have to be made as to how these problems 
should be handled. Some of those already described include average 
rather than actual costs, and calculating IIfair value. 1I Here are two 
others: 

• Many cost items such as general supplies can be pooled. They 

should be calculated as direct costs for "supplies" but it 

is simpler to allocate them on some basis to services rather 

than calculate the minor supplies needed for each service 

separately. 

II Care must be taken when calculating the cost of items like 

gasoline or tires bought in bulk. It may seem a bargain to 

buy 1Z00 tires at $38 instead of paying $40 each to buy them 

100 at a time. But other costs, such as storage and insur-

ance costs on the tires held in reserve also must be consid-' 

ered. Also, the cost of interest must be considered. The 

city either may have to borrow money to pay for the tires, 

or, if it had the cash on hand, give vp the interest it would 

have earned by putting this cash in the bank. When these 

costs are considered, the bargain may be no bargain at all. 
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Annual Purchase Monthl~ Purchase 
(1,200 tires/year) (1,200 tires/year) 

cost of tires $45,600 $48,000 
interest costs 2,100 

storage costs 600 . 
1nsurance costs 900 

$49,200 $48,000 
COST PER TIRE $ 41 $ 40 

CALCULATING UNIT COST: A PROBLEM 

A particular problem in police servi ' 
time cannot be readily accounted forces 1S that much of an individua1 1 s 
cer assigned to highway traffic p t '1 Su~pose, for instance, an offi­
traffic citations for 15 minutes a ro wr1tes a~ average of twelve 
SUppose the cost of that offjcer,:a~~ over a~ e1ght-hour shift. And, 
forth was $180 per shift.' 1me, veh1c1e, supervision, and so 

If that officer does nothing else d ' 
accidents, investigate suspicious a~~lngb!~e day, suc~ as resp~nd to 
need of help, how can his or her t' °bmo 1 es, or aSs1st motor1sts in 

1me e accounted for? 

For this problem, there are two ways to calculate unit costs: 

Method A: 

Method B: 

$180 7 12 citations = $15.00 per citation 

$180 7 (8 hours x 60 minutes) = 37 5¢/' t 37 5¢ 15 ' . m1nu e , x m1nutes = $5.62 per citation 
Plus, 5 hours lion patrol" at $22.50 per·hour. 
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We prefer the second method for two reasons: 

• First, seasonal, time-of-day and other causes of fluctuations 

• 

in the number of service units would not distort the cost 

per citation. If traffic was low in winter and an average 

of only 6 citations per day were written, it would appear 

using the top method that the cost per citation doubled. 

Yet, the officer still would spend only 15 minutes on each 

one. 

Second, if the number of driving violations should fall that 

also would show up as an increased cost per citation. 

It is also possible to calculate cost per unit of serV1ce when the ser­
vice is crime prevention. For instance, suppose a precinct is experi­
encing 100 auto thefts per month but, by adding eight more vehicles on 
patrol between 8:00 p.m. and 4:00 a.m., the rate of auto thefts is 
reduced to 20 per month. What is the cost for euch auto not stoler.? 

$ 180.00 per patrol vehicle per shift 
x 30 days per average month = 
$5,400.00 

x 8 added patrol vehicles = 
$43,200.00 per month ddJed cost 
- 80 vehicles not stolen = 
$5,~O. 00 per vehicle not stolen 
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This method is sujtable only to examine incr~mental, or "marginal," 
costs and where some upwa.:d or dowm'lard movement in results can be mea­
sured. It also could be useful for example, to measure the cost of 
changes in response time due to reducing the number of patrol vehicles 
or changes in arrest rates due to increasing the number of investiga­
tors on the force. However, it cannot be used to establish the costs 
of crime prevention services when no change has occurred. There is no 
way of calculating how many auto thefts were prevented by the patrol 
cars already in assignment in that precinct, so there is no way of 
determining the cost per vehicle not stolen in the past. Also, the 
outcomes cannot be assumed to be linear, so it is not possible to plan 
on investing in another twc partol units to reduce the remaining auto 
thefts from 20 to zero. 

A CAUTIONARY NOTE 

Calculating the cost of prevention should be done very carefully 
because of the importance of outside factors and influences. When 
roadblocks are used to detect OWl drivers, for instance, the costs per 
OWl arrest can be determined, but it would be more difficult to con­
clUde that lives were saved by these costs even if traffic fatalities 
went down at the same time. Most cost analysis studies stick to calcu­
lating the costs per unit of service delivered rather than the conse­
quences of those services. 

INDIRECT COSTS RE'IJISITEO 

Examine Exhibit 3-B, "Types of Costs" again. Most of our previous dis­
cussions focus on direct costs, because they are the costs most fre­
quently discussed in a local government environment. Budgets are pre­
pared by assembling the direct costs necessary to deliver the service; 
most accounting systems report on direct costs; most department person­
nel are held accountable only for their direct costs. Indirect costs 
tend to be tl."'eated as someone else's problem. 

Part of the reason for this is that, by their very definition, indirect 
costs are not "directlyll associated with the delivp.ry of a specific 
service. They are general rather than specific, and it can be very 
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hard to determine an appropriate way to "apportion" a pool of indirect 
costs to a variety of vert different services. 

Various methods have been developed for apportioning or "allocating" 
indirect costs to benefiting ser,rice functions. The one we use here 
is based on an article liThe Cost-Burden study: A Method for Recovering 
Costs from Non-Residents ll by Robert D. McRae published in the March 
1981 issue of Governmental Finance. Exhibit 5-A presents a summary of 
the technique. Put at its simples.t, the approach is "top downll with 
each successive IllayeJ:"1I of indirect cost (organizational, departmenta2., 
divisional, etc.) allocated to the layer below until a service level 
is reached. 
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EXHIBIT 5-A 

PROCEDURES FOR ALLOCATING INDIRECT COSTS 

Determine "Organizational" Overhead Services 

If a significant fraction of organizational overhead is actu­
ally for the benefit of one service function, "transfer" that 
cost to the benefiting function. 

II Allocate the net organizational overhead to service functions 
based on percentage share of the total budget 

III Determine the "Departmental" Overhead 

Make sure any "transfers in" are included 

If a significant fraction of departmental overhead is actu­
ally for the benefit of one service function, "transfer" that 
cost to the benefiting function 

IV Allocate the "Total" (the sum of organizational and departmental 
overhead) Departmental Overhead to the service function based on 
a percentage share of the (department) budget 

V Determine total cost of the service as the sum of dil'ect cost and 
indirect (overhead) cost. 
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To avoid dt-lelling on terminology, it would be uspful to see an appli­
cation of the technique. For the purposes of this discussion, the 
terms overhead and indirect costs are used interchangeably. 

COST FLOW PATrERN 

PRICING A SERVICE: A CASE STUDY 

A city of a population of about 100,000 has been experiencing increas­
ing financial problems. Voters have shown themselves to be very 
resistant to tax increases, while spiraling prices for goods as well 
as commitments for salary increases have made increasing demands on 
scarce resources. 

In order to alleviate the situation, at least to some degree, a studl' 
of police services was conducted with the intent of locating services 
which directly benefit a small and identifiable group of people and, 
if appropriate, to institute a service charge that recaptured at least 
part of the total cost of providing the service. 
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The study indicated that the "Crimes Against Propertyll section of the 
Investigations Unit provided insurance companies with reports of cer­
tain property crimes on a request basis. The only fee being collected 
was a nominal charge for xeroxing. It was decided to determine the 
total cost of providing this service. 

The first document examined was the City budget, Exhibit 5-B. At first 
glance, the use of the term "general government II would suggest that the 
organizational indirect functions have already been grouped together 
and totaled ($14,630,872). Examination of the details, however, sug­
gests otherwise. While most of the functions listed are self­
explanatory, some are not: 

• what is the purpose of the "county tax"? 

• should "public celebrations" be included as an indirect cost 
to the police department? 

• is any major part of the "general services ll budget devoted 
to police work? 

• what is the function of the "reserve" account? 

• what are the details of the "employee benefits" account? 

While the budget presented hel'e is relatively "clean" in that clearly 
titled items reflect accurate estimates of expenditures for the purpose 
listed, this is not always the case. In some systems, major capital 
items (for purchase of buildings, etc.) are included in the IImanagerls" 
budget for 'control l purposes. Osing such a number without removing 
the capital component would lead to very incorrect results. In gen­
eral, it is important to discuss a budget wi.th the people who prepared 
it, for only they know the facts behind the figures. 

5"19 

L',_"~,,,L ,~ _______ ~~ ____ ~_ -------------.----------------------------------~--------------------------------------------------------------------~~~---,--------------.-,--------------

-



THE CITY BUDGET 

Summary 

General government 
Public safety 
Community maintenance & development 
Human resource development 
Education 

14 630 872 
15 253 815 
22 650 340 
26 548 215 
25 G09 783 

GENERAL GOVERNMENT 

City council 
Mayor 
City Clerk 
Elections 
City Manager 
Law 
Finance 
Employee benefits 
County tax 
Public celebrations 
General services 
Reserve 

175 545 
160 090 
121 400 
202 280 
228 675 
342 835 

1 253 280 
9 900 872 
1 671 995 

124 830 
309 070 
140 000 

14 630 872 

PUBLIC SAFETY 

Fire 
Polj,ce 

104 693 025 

Building inspection 
Civil defense 
License 
Weights & measures 
Traffic & parking 
Electrical 
Emcjda 

COMMUNITY MA!NTENANCE AND DEVELOPMENT HUMAN RESOURCE DEVELOPMENT 

Public works 
Community development 
Mbta 
Conservation commission 
Historical commission 
Rent control 
Debt service 
Water 

EDUCATION 

Public schools 

8 452 080 
1 678 330 
4 180 875 

8 635 
48 270 

276 170 
5 258 085 
2 747 895 

22 650 340 

25 609 783 
25 609 783 

Health & hospital 
Colsarp 
Library 
Recreation 
Yrb 
Community schools 
Veterans benefits 
Civic unity 
ElderJ.y services 
Erllhrda 
Coma 
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6 050 665 
6 272 935 

281 235 
37 845 
41 125 
54 105 

1 025 610 
1 402 380 

87 915 
15 253 815 

17 548 045 
3 990 

1 144 955 
1 453 735 

186 985 
574 060 
522 125 
32 870 

148 450 
530 000 

4 403 000 
26 548 215 

• 6 

Discussion with budget officials about the questions raised above 
yielded the following information: 

• 

• 

• 

,. 

• 

the "county tax" was a direct pass-through to the county 
whose principal functions were maintenance of certain roads 
and Courts of Justice 

"public celebrations" were included here, because "we 1ve 
always done it that way" 

the."general services" ~udget was primarily dedicated to the 
mun1cipal print shop wh1ch did some printing for the police 
department as well as most other city functions 

the "reserve account" consisted of funds that were used for 
unanticipated needs that developed after the budget had been 
passed. It was not intended that any of this money be trans­
ferred to police 

the $9.9 million of lIemployee benefits" is roughly divided 
into 2/3 pension costs and 1/3 health/life insurance. 

(Thus, for this city, benefits are an indirect cost. Note the differ­
ence from the design laid out on page 5-2.) In addition; as budget 
officials pointed out, pension costs are for retired employees only 
(the system ~s "unfunded") fiO the sum shown is unrelated to the actual 
pension liab1lity that the city will accrue in the year in question. 
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ADJUSTMENTS 

county tax ($1,671,995), public celebratio~s ($124,~30), ~nd~he . 
reserve account ($140, 000) are not appropr1ate for 1nclus::':'Jn 1n organl.­
zational overhead since in the first two cases the public is a general 
beneficiary of the service in question (once could imagine each of 
them--perhaps retitled--us departments in another part o~ the ~udget) . 
and in the third case, specific departments (bue not poll.ce) w1ll ult1-
mately expend the funds. 

General services is an appropriate inclusion in organizational overhead 
because the government in general benefits from printing services. 

ADDITIONAL PROBLEMS 

Dealing with the pension and insurance costs is much more of a problem. 
In an unfunded system, current pension payments are designed 70 be ade­
quate to pay previously retired employees ~nly. Thus, there 1s,no 
association of the pension payment made thl.s year and the addi710nal 
pension liability that will be accrued this year. In such a Cl.rcum­
stance, one of two choices presents itself: 

• 

• 

take the number as it is, knowing that it is probably low; 
or 

use a published study which provides estimates of what the 
proper contribution should be. 

At the time of this costing effort, no study was available, so the pen­
sion number was accepted lias is" and the presumed inaccuracy was noted 
in the narrative that accompanied the costing report. 
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!\ NOTE ON ESTIMATES AND COST ANALYSES 

It is rare that a cost analysis that deals with a service of any com­
plexity will be able to determine each and every number that is used 
ill a precise and definitive way. Rather the opposite is true: most 
of the important numbers will be estimated, at least to some degree. 
Does this mean that the conclusion of the analysis is IIwrong,lI that 
the analysis will be rejected? 

Not at all! Everyone understands that information is not always avail­
able in a convenient form and that estimates must be made. There is 
no problem with making estimates! What is essential is that estimates 
be labeled as such and that a reasonable ground for making the esti­
mates is provided. The use of scholarly reports, state-wide averages, 
the experience of similarly situated local governments, the opinions 
of knowled~eable public offic;~ls, all can be the basis for reasonable 
estimates, provided that: 

• the source chosen is the best that is reasonably available 

• the use of an estimate is disclosed (and justified) in what­
ever report summarizes the results of the analysis. 

• reasonableness, necessity, and disclosure are the watch words 
of estimation. 

It goes almost without saying that one must always choose the best, 
reasonably available source. If there happens to be more than one 
source for the same information (a rare enough occurrence) use both! 
The results should be very much the same, and that fact, by itself, 
"lill lend credibility to your report. 
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Whenever an estimate is used be sure to indicate whether it is assumed 
to be 011 the II high II side or on the "low" side. In general, one needs 
to be conservative with estimation (e.g., estimates that are below 
actual likely costs are superior for fee-setting purposes), but one 
should never be afraid to be precise if the figures support it. 

A final comment on estimation and accur.acy: in general, forget the 
pennies, the dollars, even the tens of dollars. If a number is actu­
ally an estimate, it should never pretend to an accuracy that it 
doesn't possess. 

CALCULATE AND ALLOCATE ORGANlZAT~ONAL INDIP~CT COSTS 

Based on what we have said, organizational overhead works out to be 
$12,694,047 ($14,630,872 less $1,671,995, $124,830, and $140,000). 
What is the most appropriate method for allocating this sum to the var­
ious city functions? 

CALCULATION OF GENERAL 
INDIRECT COST 

TOTAL GENERAL GOVERNMENT ••• 14,630JJ72 

COUNlYTAX ••••••••••••••••• 1,671,995 
PUBUC CELEBRAll0NS ••• • • • • 124,830 
AESERVE •••••••••••••••••••• 140,000 

GENEliAL INDIRECT COST ••••••••• 12,694,047 

The general answer to the allocation problem is that "benef;.t'l should 
determine the amount of overhead that is allocated to a particular 
function: the gr2ater the benefit, the greater the amount of overhead 
that should be allocated. 
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While the philosophy is clear, application can be difficult: it is 
not easy to quantify benefit. There are two basic approaches that are 
widely used. The first is to examine the 'pieces' of overhead and 
allocate each by a measure of the particular benefit it cOfifers. Pay­
roll expenses, for example, are frequently allocated based on number of 
employees, since the number of checks issued is often regarded as a 
reasonable measure of the benefit a payroll system provides. Simi­
larly, janitorial services are often allocated on the square footage of 
office space. 

The second technique for the allocation of overhead is the quick-and­
di~ty method of allocation based on the proportion of a department's 
budget to the total budget. Since the police budget in our example is 
$6,272,935 and the total budget is $104,693,025 (see Exhibit 5-B), the 
portion of general organizational overhead allocated to the police 
department is 5.99% ($6,512,935/$104,693,025 X 100) or $760,370 (5.99% 
X $12,694,047). 

"PERCENTAGE OF BUDGET" ALLOCATION 

TOTAL POUCE = S 6,272,935 = 5.99% (ALLOCAll0N RATE) 
TOTAL CITY $104,693,025 

5.99% x S12,694,047 = $760,370 (OVERHEAD AMOUNT) 

The allocation of overhead based on budget size has the advantage of 
simplicity. However to maintain reasonable accuracy, it must be 
assured that: 

• 

• 

overhead activities that principally benefit one or a few 
departments must be 'hand allocated' to those departments 
and removed from general overhead, and 

the budget numbers for each department must not contain large 
and atypical expenditures. The latter situation might occur, 
if a community did not have a separate capital budget and 
occasionally included capital items in departmental operating 
budgets. 
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In situations where a community maintains a sophisticated multi-fund 
accounting structure with expenditures being recorded in a number of 
funds, the above allocation technique can be used, provided that the 
effect of interfund transfers is removed. 

ESTI~mTING DEPARTMENTAL INDIRECT COSTS 

Exhibit 5-C presents relevant portions of the police budget. An exam­
ination of the sl~ary section suggests that overhead expenditures have 
been grouped in the "Leadership" cost center. However, it is important 
to remember that in municipal budgets, things rarely are as they appear 
to be. An investigation of the expenditures that constitutes the Lead­
ership function shows three activities that are of general benefit to 
the police department and one (Detail) that is of specific benefit to 
those police who accept private duty details. Thus, overall police 
departmental ovp.rhead is $232,945 ($255,950 less $23,005). 

Or is it? In general, no cost analysis is complete until the entire 
budget has been examined. Exhibit 5-D presents some additional infor­
mation on the "Services" budget. Clearly, quite a bit of the "Ser­
vices" budget is of general benefit to police services and should be 
included in departmental overhead. Assuming that 1) "Communications" 
and "Vehicle Operation" should be assigned to some combination of Uni­
form Division and Crime Prevention and that 2} "Prosecution," IIProperty 
Management," "Records," "Identification," and "Animal Control" are 
basically unrelated to the preparation of property damage reports, we 
are left with $913,795 (Training/Personnel and Supporting Services) 
which should be included in departmental overhead. Discussion with 
police officials indicated that very little of the Administration 
overhead ($71,,985) was devoted to Training/Personnel and Supporting 
Services, so no fraction of the expenditures for this cost center is 
included here. 

DEPARTMENTAL INDIRECT COST 

LEADERSHIP 
(255,950 LESS 23,005) = 232,945 

SERVICES 
(79,895 PLUS 833,900) = 913,795 

1,146,140 
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EXHIBIT 5-c 

THE POLl CE BUDGlS:T 

POLICE 
-Summary 

LEADERSHIP 
UNIFORM DIVISION 
CRIME PREVENTION 
CRIMINAL 
INVESTIGATION 
SERVICES 

POLICE 
-Leadership Details 

CHIEF'S OFFICE 
PLANNING AND INSPECTION 
INSPECTIONAL SERVICES 
DETAIL 

POLICE 
-Investigation Details 

ADMINISTRATION 
CRIMES AGAINST PERSONS 
CRIMES AGAINST PROPERTY 
GENERAL ASSIGNMENT 
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$255,950 
3,566,000 

297,475 

452,085 
1,701,425 

$6,272,935 

$52,580 
86,755 
93,610 
23,005 

$255,950 

$55,495 
61,740 

154,045 
180,805 

$452,085 

______________ ~ ________________________________________________ , ________________ • ____ ~~ ___________________________________________ , ____________ , ______________________________________ .... ______________ .u' ___ 



p,; -

ADMINISTRATION 
TRAINING AND PERSONNEL 

COMMUNICATIONS 
PROSECUTION 

PROPERTY MANAGEMENT 
RECORDS 

IDENTIFICATION 
ANIMAL CONTROL 

VEHICLE OPERATION 
SUPPORTING SERVICES 

-

EXHIBIT 5-D 

THE POLICE "SERVICES" BUDGET 

71985 
79895 

249245 
49955 
80215 
55160 
34880 
25150 

221040 
833900 

1 701 425 

POLICE 
-Services 

ADM!NISTRATION. This section coordinates ch~ support 
and staff services provided by dle various sections of this 
division to all the other divisions of the deplutment. 
Included in the responsibilities of this section are the 
preparation of the payroll and the purchasing of the 
necessary materials, equipment, supplies and services for the 
operation of the department. 

TRA.INING AND PERSONNEL. Upgrading the skills of 
sworn police personnel through in-service training is the 
major responsibility of this section. When necessary, the 
police academy also conducts police recruit training 
programs. 

COMMUNICATIONS. Police communications utilize a number of different systems including telephone 
teletype, emergency call boxes and radio. These various foons of communication et1abh,! the department t\. 
obtain information from other law enforcement agencies, maintain contact with the community and deploy its, 
personnel throughou t the city in response to emergencies and calls for service. See summmary page for 
information on new radio system proposal. 

PROSECUTION. Once charged with a crime, the police must bring the person before the district court for 
arraingment or hearing. Officers assigned to this section act as the department's representative to the court 
assisting the arresting officers in the preparation of their cases and assisting the district attorney in prosecuting 
the lesser offenses. 

PROPERTY MANAGEMENT. In addition to procuring and maintaining property for its own operations. the 
department is also responsible for the temporary safekeeping of property which it acquires as either evidence or 
as lost and found property. This section tags and stores this property until such time as it can be returned to 
the owner. 

RECORDS. In addition to the officers' written reports concerning incidents of crime, the department is also 
involved in processing several other types of records such as firearm permits, bicycle registrations, arrest records, 
and other administrative matters. It is the responsibility of this section to oversee the storage and retrieval of 
these records. 

IDENTJFICATION. An important aspect of Investigating a crime is the identification and 'lnalysis of physical 
evidence. This section is responsible for taking photographs, lifting fingerprints, and taking footwear or tire 
impressions as well as sending evidence to state and fedel'a} laboratories for further analysis. 

VEHICLE OPERATION MAINTENANCE. Departmental costs for the operation and maintenance of pollcc 
vehicles -- gasoline, oil, repairs and tires are taken care of in this cost center. 

SUPPORTING SERVICES. This cost center supports miscellaneous personnel costs -- incentive pay I overtime, 
court time and uniform allowances. 
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TOTAL DEPARTMENTAL INDIRECT COSTS 

The total ~verhead (organizational and departmental) that needs to be 
allocated 1S the sum of $760,370 (organizational overhead) $232 945 
(from "Leadership") and $913,795 (from "Services ll ) or $1,907,110: 

DEPAR~ENTALPlUSCrrv 
INDIRECT COST 

DEPARTMENTAL INDIRECT COST. •• 1,146,740 
CITY INDIRECT COST. • • • • • • • • • • • • • 760,370 

1,907,110 

ALLOCATION METHOD 
IN ,,'ES11GATIONS _ $ 452,085 _ 0 

TOTAL POWCE - $6,272,935 - 7.21 % 

7.21% x $1,907,110 = $137~500 

The allocation procedure is again based on the percentage of the 
IIInvestigations" budget to the total police budget 7 219" ($452 085 / 
$6,272,935). Applying this percent to our estimat~ of t~tal o;~rhead 
we get $137,500 (7.21% x $1,907,110), which is the portion of overhead 
to be borne by IIInvestigationll. 

IfDIVISIONALII INDIRECT COSTS 

The ~udget for II Investigations " (Exhibit 5-C) shows that this division 
has,lts ow~ ~verhead, IIAdministration ll ($55,495). Discussions with 
pol~ce off~clals revealed that an estimated 20 percent of "General 
~sslgnm7nt ,was support for the other cost center within 
Investlgatlons

ll 
$36,160 (20% x $180,805). Divisional overhead then 

totals ~o $229,15~ ($137,SOO plus $55,495 plus $36,160), and I , 

allocatlon to IICnmes ~g~inst Property" gives $78,070 (34.07% :Ie 

$22~,155), ~here 34.07"0 1S the fraction oi "Investigation" devoted to 
IICnmes Aga~nst Propertyll ($154,045 / $452,085). 
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DIVISIONAL INDIRECT COSTS 
ADMINISTRAnON ................. $ 55,495 
GENERAL ASSIGNMENT 

(200kOF180,805) ................ $ 36,160 
OVERHEAD FROM ABOVE ••••••••• $137,500 

&'229,155 

ALLOCATION METHOD 
_.!:':C!!RI=:M:.:E::::..S .::.:.AG::.:AI::=..::;NS::::.;T:...:P~R:..=O::...P=ERTY:.:..:..:._ = $154,045 =34.07% 

INVEsnGAnON $452.os5 

34.07% x 5229,155 = $78,070 

The $78,070 of layered overhead that is applicable to "Crir:les A.gainst 
Propertyll means that the total cost for this activity il'; $232,115 
($78,070 plus $154(045). It is interesting to note that this estimate 
is 50% higher than the "direct" figure carried in the budget. 

FULLY LOADED COST 
DIRECT ......... 1» ••• f .. • • • • • • • • • • •• $154,045 
INDIRECi •••••••••••• ••••••••••• $ 78,070 
TOTAL.. . ...... ... ...•.•.•. .•... ... $2:32,115 

TOTAL COST PRICING 

Having determined that the total cost (direct and indirect) of the 
"Crimes Against Propertyll cost center is $232,325, the next question 
is: IIWhat portion of this effort is devoted to providing the insurance 
reports?" Since this information was not contained in the budget, it 
was provided by police officials who indicated that 20 percent of the 
effort was devoted to supplying insurance reports, which were estimated 
to amount to 400 to 500 a year. 

Under these assumptions, the "unit cost" of one report is $103.00 
($232,115 x .2 / 450), if "\1,1 estimated 450 reports is used. The most 
"con ect" charge clearly dt:pends on the actual number of reports pro­
duced, a number that is difficult to know in advance_ Under the 
assumption that 400 to 500 reports will be produced each year, the 

applicable servjce charge would range from a low of $93.00 (SOO 
reports) to $l'~.uO (400 reports). The most appropriate amount to 
charge, if cost is to determine price, would lie between these extremes. 

TOTAL COST PRICING 
TOTAL COST = $232,115 x 20% =$103 PER REPORT 

TOTAL OUTPUT 450 

Our case study is now complete. We have calculated both the direct 
and indirect costs--the sum of which are l of course, total costs. 

~NEMENTS AND SECOND THOUGHTS 

It is perhaps worth noting that the allocation formula used in the 
above case study will never recover 100% of ove~h~ad since it 
possess~s a "built in" under-recovery feature. To G~e this, let's 
assume that 10% of a Municipality's expenditures are governmental over­
head (a not unreasonabl~ estimAte). If every service function absorbed 
its proportional ohare of the overhead, only 9% of the overhead would 
be allocated to the service departments (90% of the 10%), since a ser­
vice department is allocated only its share of the ~ budget. 

Xf it were desired t~ allocate all of the overhead, then each service 
function should be allocated a share that is proportional to its share 
not of the total budget but of the total budget less overhead costs. 
Such a refinement would somewhat incl-ease each departmental overhead 
allocation and allow for a theoretical full recovery_ However, such a 
refinement is at the expenEle of increased complexity, which may be 
inappropriate if l:l cost analysis were being conducted for the first 
time. 
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Are all the allocations made ab~ve equally accurate? Probably not, 
but if one were reviewing the above, which aspects of the report would 
merit closer examination? A close reading of Exhibit S-D, The Police 
Services Budget, reveals that IISupporting Services"--all $833,900 of 
it--is personnel cost, i.e. payroll. Two facts should stand out. 

• this is a large sum of money to be allocated 

• the information for payroll is usually the best kept data in 
a government. 

The first point relates to importance and the second tO,the ability to 
develop a more refj,ned allocation based on actual experl.ence: 

• Who actually gets incentive pay? 

• 

• 

Where is most of overtime actually worked? 

What functions require most (all?) of court time pay? 

Would uniform allowances be better allocated by number of 
sworn officers in a division? 

How complete is the above analysis? Is the thoroughness shown appro­
priate to the need? An examination of the exhibit on page 5-2, Types 
of Costs, shows that facilities have operating costs and c:apital costs. 
Where are these discussed in the analysis? 
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The answer is that they are not formally discus3ed at all. Perhaps 
they are buried in all that overhead; perhaps not. Whatever the case 
the analysi7 is either incomplete or looks incomplete, which is just as 
bad. If ma1ntenance costs and rent (or depreciation) are included in 
some,level of,overhead, that fact should be mentioned. If they are 
not 1ncluded, they should be. It would appear that this report is 
fairly good for a first go, but it needs more work. 

Costing a service is one thing; pricing it is something else, since 
more factors than cost must be considered. One factor that should 
never be ignored in a pricing situation is the effect of price on 
demand. What impact will a fee of $100 per report have on the demand 
for such reports? If demand were to change significantly, what should 
be the impact on the fee charged? What are the implications of the 
answers to these questions on the use of the estimated fee in a revenue 
estimation that was used to set a tax rate? 

Strictly speaking, these questions can only be answered in the future 
however, it should be clear that a serious attempt to deal with them' 
now might avoid considerable embarrassment later. 

COSTING NEW SERVICES: THE USES OF MARGINAL COST 

If the most effective cost concept for examining prices of existing 
municipal services is total cost, a cost concept that is useful in 
examining new or expanded services is marginal cost. 

Marginal cost concentrates attention on those additional expenditures 
required to deliver a new service or expand an existing one. In par­
ticular, if overhead costs are fixed, the marginal cost is the total 
additi~.al cost for delivering a new service. -----
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A MARGINAL COST ANALYS.!§. 

What follows is an actual report by Paul Mamerow, a Management Analyst 
for the City of Dayton, Ohio, that discusses cost and feasibility data 
for the possible implementation of a mounted horse patrol in downtown 
Dayton. The report possesses a number of aspects that mark it as an 
unusually fine piece of work. Craftsmanship speaks from every line. 

While reading this report, note the following: 

• 

• 

• 

• 

• 

the report is self-explanatory: it can be read and under­
stood immediately; no background knowledge is assumed 

sources are cited: the report is more than an analyst's 
opinions 

the report is well laid out: a background/explanation fol­
lowed by objectives followed by a discussion of implementa­
tion. Details are presented but are subordinated in an 
appendix 

important limitations are appropriately noted (see the sec­
ond paragraph of "Imp1ementation") 

options are offered: when a new service is first considered, 
the IIquantityli of the service is problematica1 1 offering 
degrees of service can help decis:i.onmakers (the administra­
tion, the council, the public) reach a consensus on how much 
service is appropriate to res~lve the problem at hand 
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• the writing style is lucid: the reader nevel· wonders what 
the writer is saying. 

The weaknesses of the report are few: 

• 

• 

• 

names are used without titles: who is Mr. Curran? 

"success" is not quantified: e.g., if either alternative is 
implemented, will visibility be increased "enough"? 

why aren1t the salary and benefit costs of new personnel 
included? They would appear to be as inevitable as stable 
cleaning. 
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MOUNTED HORSE PATROL: COST AND FEASIBILITY ANALYSIS 

City of Dayton, Ohio 

Courtesy of 
Timothy Riordan, Budget Director 

Recently, the City Manager requested OMB to provide cost and feasibil­
ity data for a mounted horse patrol in the downtown area. The follow­
ing report supplies relevant cost data and briefly outlines two alter­
natives for implementation. 

In preparing this report, OMB contacted both the International City 
Manager's Association and the International Chiefs of Police Associa­
tion for assistance. OMB furthej' made contact with the Cleveland; 
Philadelphia; Lakewood, Colorado, and Washington Park Police Depart­
ments (all of which have mounted police) and with several local sta­
bling concerns. 

Part I of this report suggests possible objectives for a mounted patrol 
in Dayton. Part II briefly outlines two alternatives for implementa­
tion of the mounted patrol program. Part III presents cost information 
for each implementation alternative. Cost detail is supplied in the 
Exhibit entitled "Cost Detail". 

OBJECTIVES 

The following represent those objectives which apply to a mounted 
patrol program in Dayton. These objectives were arrived at through 
review of several mounted patrol programs operating in cities as large 
as, or larger than, Dayton and through consultation with Mr. Curran as 
to his expectations . 

5"37 Preceding page blank 

he 
: , 



The objectives are stated as follows: 

• To increase police visibility in the downtown area, and/or 
in city Parks and the river corridor when necessary; 

• 

• 

• 

To enhance the innovative image of downtown Dayton; 

To provide effective traffic control to congested downtown 
areas, or to areas of special ascignment (e.g., sporting 
events); 

To provide effective crowd management for parad~s and other 
social functions downtown, and in areas of special assign­
ment. 

It should be noted that the Parking Control Aide Program was imple­
mented to partially accomplish the first objective of increasing police 
visibility. Furthermore, the Parking Control Aides also provide 
enforcement of parking restrictions in the downtown area, thus contriH 
buting partially to the accompl.ishment of the third objective. 

It should also be noted that, because the major function of the mounted 
patrol is to increase on-the-street police visibility, the mounted 
patrol, like the present walking patrol, will not answer radio dis­
patches, especially to in-building locations. 

I11PLEMENTATION 

Implementation of either of the two mounted patrol alternatives out­
lined below will. involve certain programmatic costs pertaining to the 
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purchase, outfitting, and maintenance of horses the training of horses 
and riders, the purchase of uniforms, and street cleaning. Total costs 
for each alternative are outlined in Part III of this report. 

Not in7luded in program cost is the cost of hiring new police person­
nel, S2nce both alternatives assume the utilization of personnel 
already working the downtown area. Mounted patrolmen would remain 
under the supervision of present sergeants. 

ALTERNATIVE A: DAYTIME-WEEKDAY PATROL 

This alternative would provide two mounted patrolmen during the day, 
Monday through Friday. Such a program would require two police offi­
cers and the purchase of three horses. The mounted officer would 
patrol primarily an area bounded by Monument Avenue and Fifth street 
to the North and South, and Jefferson and Ludlow Streets to the East 
and West. 

This alternative would accomplish during the daytime the objectives of 
increasing police visibility downtown, enhancing Dayton1s innovative 
image, and providing traffic control and crowd management when needed. 

The tota7 cost of this program alternative is $20,650. This program 
alternat2ve does not require eXpanded street cleaning operations since 
the p~trol will be operative on weekdays only and this coincides'with 
exist2ng clean-up schedules. 

ALTEru~ATIVE B: SIX-DAY, DAY AND NIGHT PAT~ 

This alternative w~uld pr~vide four mounted patrolmen Monday through 
Saturday, two worhng dunng the day and two working in the evening. 
Such a program would require five police officers and at least six 
horses. 
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Mounted officers would patrol primarily the downtown dlstrict as out­
lined above. However, those mounted patrolmen scheduled for evening 
patrol could be assigned to provide support for Dayton Hydroglobe 
(Eastwood Lake) Parks, or to areas congested by heavy traffic or crowds 
when necessary, or to ceremonial functions. 

This program alternative would accomplish, during the daytime and 
night and on Saturdays, the objectives of increasing police visibility 
downtown, of enhancing Dayton's innovative image, and of providing 
traffic control and crowd management to the downtown area, as well as 
to areas of special assignment. This alternative represents a total 
program cost of $38,225. 

COST 

The following represents annual costs for the two implementation alter­
natives outlined in Section II. 

Purchase & Fitting of Horse 

Purchase of horses 
Riding gear 

Maintenance 

Feed 
Bedding 
Farrier {blacksmith} fees 
Veterinarian fees 
Stable rental 
Stable cleaning & grooming 

Training 

Training of horses 
Training of riders 

Miscellaneous 

Trailer 
Uniforms 
Street cleaning costs 

TOTAL PROGRAM COST 

Alternative A 

2,190 
36 

600 
125 
900 

4,000-10,465 

600 
1,850 

950 
1,140 

$14,151-$20,616 
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Alternative B 

$ 2,400 
1,400 

4,380 
72 

1,200 
250 

1,800 
4,000-10,465 

1,200 
1,850 

950 
2,850 
9,405 

$31,757-$38,222 

I 
-\ 

/1 
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1. 

2. 

3. 

4. 

5. 

EXHIBIT 

COST DETAIL 

Ho~ - Cost is computed at $400 per horse. This estimate is 
derived from quotes advanced by local stable owners and several 
police departments currently employing mounted patrol. 

Riding gear -

saddle with fittings 
bridles with bits 
pads 
brushes and curries 
breast collars 

for five riders: 

$ 885 
265 

80 
35 

135 

$1,400 

for two riders: 

$354 
106 
32 
14 
54 

$560 

Feed - Cost is computed at approximately $2 per horse per day. 
This estimate is a rough composite figure derived by several esti­
mates advanced by local stabling concerns and several police 
departments employing mounted patrol. Estimate given here is 
somewhat highelr than those received by OMB, in order to account 
for rising grain costs. 

Bedding - Daily cleaning of stalls for six horses requires approx­
imately two loads of sawdust per month at approximately $3 per 
load. 

Farrier (blacksmith) fees - Horses working pavement require new 
shoes approximately once every six weeks. One set of four borium 
shoes is priced at approximately $25. 
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6. Veterinarian fees 

Tetanus toxoid (1) 
Flu and strangles (I) 
Worming (2) 
Floating of teeth (1) 
Min. diagnostic fees 

for six horses: 

$ 36 
60 
84 
42 
28 

$250 

for three horses: 

$ 18 
30 
42 
21 
14 

$125 

7. Stable Rental - Commissioner Curran has indicated that the Mont­
gomery County Fairground has committed their stables to the City 
for use in this program. Cost is computed at $25 per stall per 
month. 

8. 

9. 

10. 

Stable Cleaning & Grooming - The f~irground does not provide feed­
ing, bedding or grooming services. The upper estimate is arrIved 
at by computing cost of hiring a stable hand (Grade 112) to do 
the work. The lower figure is the estimated cost of letting the 
work out on a contractual basis to fairground personnel. 

Training of horses - Cost is estimated at $40 per month for a 
five-month period. (Estimate supplied by Mrs. Tressler of Mont­
gomery County Fairground). 

Training of riders - Cost for group-rate training is computed as 
follows: (Estimate supplied by 1irs. Tressler of Montgom~ry County 
Fairground) 

10 hours classroom training at $5/hr. 
120 hours riding training at $15/hr. 

$ 50.00 
1,800.00 

$1,850.00 

11. Trailer - Used, two horse trailers - $950 
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12. Uniform - Cost per patrolman supplied by the Lakewood Department 
of Public Safety, Lakewood, Colorado. 

Summer Uniform Cost for One Mounted Patrolman 

Boots @ $50 X 2 = $100 
Spurs @ $15 X 1 = 15 
Pads @ $65 X 3 = 195 
Gun, Belt, Holster, etc. @ $60 X 1 = 60 
Lightweight Jacket @ $45 X 1 45 

TOTAL $415 

13. Street CI~ning Operation - Present street cleaning operations 
span a five-night, Sunday-to-Thursd~y night work week. To accom­
modate a horse patrol active six days a week, street cleaning 
operations should be shifted to encompass a Monday-to-Friday night 
work week, and an additional four-hour Saturday night work shift 
should be added. Cost figures below represent additional time­
and-a-half wage cost, including fringes, for a forty-eight hour 
work week. 

Equipment Operator (2) 
Laborer (Grade 1]2) 
Equipment Operator (3) 
1/2 Equipment Operator 
Supervisor (Grade 24) 

T0TAL 

(Sweeper) 
(3) Flusher-six months/yr. 
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$2,005 
1,733 
2,733 
1,086 
2,408 

$9,405 
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THINKING ABOUT SAVING MONEY: AVOIDABLE COST 

The effective analysis of alternatives to whatever is the current mode 
of delivery for a particular service requires the calculation of the 
changes in cost that will result from new ways of doing old things. 
The cost concept that applies to this situation is avoidable cost. 

It is important to emphasize that avoidable cost as a cost analysis 
concept is the ~ result of proposed changes. If a change is made 
that increases one cost element (e.g. equipment) while decreasing 
another (e.g. personnel time), the avoided cost is only the net of the 
savings in wages over the expense of using the equipment (presuming 
that such a savings exists). 

The determination of the actual avoidable cost in a given situation is 
perhaps the most difficult to apply of all the cost concepts we have 
discussed. This is so because the range of considerations that need 
to be included in the cost analysis is much greater than in, say, cal .. 
culating total cost. Every opportunity to save money should be exam­
ined; every chance to be required to spend money must be factored into 
the scope of the study. The latter aspect can be particularly diffi .. 
cult, since municipal governments are complicated organisms whose 
IJpartsll are frequently interrelated in little understood ways. Thus, 
the risk of costly, unintended side effects is always present whenever 
changes are made. 

Some principles that can be advanced to help one avoid such undesirable 
surprises are: 

• establish a principle of thoroughnes~ in all analyses; an 
incomplete analysis is wrong! 

• always use conservative estimate (low on savings, high on 
costs) 
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• have any important analysis reviewed by an informed but unin­
volved party. 

If these guidelines are followed, most cost analyses should possess 
the desired level of accuracy. 

REDUCING OVERTIME: A COST ANALY~ 

What follows is an actual costfana1~sis cOtnhdpu~i~~ ~;s~h~fC!t~o~ic!hOe-
, A" on the results 0 a Slx-mon 

nlx, nzona, 0 ram The goal was to redut!e unnecessary court 
court standbY

f prp
g
o1{ce' officers and the attendant overtime costs. appearances or ... 

't Its layout i~ similar to the 
The re~ort is generally well ~~~~g;~~nd financial ~na1ysisl productiv-
~recedlng :xamp1~: summar~/tions. Not~ the perceptiveness of the "Why 
~~!n:;l~~~~~lIa~ec~~~~~e~h~S program only makes sense as long as the 
courts fail to hold trials. 

, ub d' t' f detail clarity, and direct-
The layout, ~ppropr1ate sk °thr . lna l~~t 0 one that' is clearly above aver­ness of writlng style rna e 1S rep 
age. 
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ANALYSIS OF POLICE COURT STANDBY PROGRAM 

Courtesy of 
City of Phoenix 
Patrick Manion 

Management and Budget Director 

The six-month pilot test of the police court standby program has con­
cluded, and a decision is needed on the extent to which the standby 
program should be implemented in the Court's 14 divisions. 

This report presents an analysis of the police court standby program 
based on six months of experience. Police standby was tested in six 
divisions of the Phoenix Municipal Court on jury trial days from Janu­
ary 1980 to July 1980. The table below summarizes the results of the 
test program and also projects its full-year impact for all 14 divi­
sions. 

During the six-month period, 1,326 trials were scheduled for the six 
Court divisions, and 2,087 police officers w~re subpoenaed. Th~ number 
of trials held was 221, or 16% of those scheduled. Of those officers 
subpoenaed, 1,473, or 71%, were off duty at the time of trial. Off 
duty officers on standby received a $15 fee, which is supplemented by 
an average minimum of $41 in overtime if the officer is summoned to 
court. 

The court standby program produced cost savings of $26,000 for the test 
period. Of this total, $18,000 is attributable to jury trials and 
$8,000 to nonjury trials. The net annual cost savings projected if 
all 14 divisions used the standby program is $109,000. 

Jury Trials 
Nonjury Trials 

Less Cost of Court Clerk 

Net Cost Savings 

Savings During 
Test Period 

$17,867 
8,213 

2&,080 
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Annual Savings 
for All 14 Divisions 

$83,328 
38,304 --

121,632 

(13,000) 

108,632 
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BACKGROUND 

The police court standby program was implemented tO,reduce unn~ces~ary 
court a earances for police officers and the overtlme co~ts t e~e y, 
. urre~P Standby procedures involve verification of pollce avallabll­
~~c and ~lacement on standby status (on call) prior to the trial date, 
~ subse uent notification of release from sta~dby or t~e n:ed to 

:~pear inqcourt on the trial date after proceedlng to trlal lS assured. 

Off-duty police officers earn a minimum of three hours of overtim~.p~y 
for court appearances. Off-duty officers placed on standbl' are, e 19l­
ble for a $15 standby fee, ef~ective JU~y.7, 1980. ,on:duty pollce 
officers called to court recelve no addltlonal earnlng~ and are not 
replaced in the field. 

Data for the above table were derived from Police Court Services r~c-
rds These records include a list of the cases scheduled for eac 

~a 'the offense and the officers involved in the case. From nota­
ti~~s on these r~cords, it was possible to determine whether ~he case 
was tried and the status of the officers involved. The data ln the 
table reflect the information derived from these records for the 
period January 2, 1980, through July 3, 1980. 

DISCUSSION 

Basis for the Analysis 

For the purposes of this analysis, the $15 current st.andby fee,was used 
to calculate cost savings rather than the $5 fee in effect durlng the 
pilot test. The rationale for this substitution is that the current 
standby fee is necessary for assessment of the present and futur$4~ost 
effectiveness of this program. ov~rtime costs,were computed at 
per court appearance, a median pollee salary flgure. 
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The data in the table reflect those cases scheduled for trial in the 
six test divisions. These cases include all jury-eligible cases and 
nonjury cases which, because of the practice and the nature of the 
case, are scheduled for jury days. The distinction between jury and 
nonjury was made through references provided by the Prosecutor1s 
Office. The jury category includes all jury-eligible cases. Some of 
these may have involved the waiver of a jury trial for a trial .:·A';ore 
a judge. Such cases could not be distinguished in the source do!~ument. 

The cost savings achieved through the standby program indicated in col­
umn five were computed by comparing actual standby costs and overtime 
costs, where applicable, to the overtime ~osts which would be incurred 
in the absence of a standby program. 

Projected Full-Year Cost Savings 

Projection of the cost savings to all 14 divisions of the court for a 
l2-month period indicates a potential net cost savings of $109,000. 
The current $15 standby fee was used in the computation of potential 
cost savings. Projection of cost savings is bae~d on the assumption 
that all officers entitled to the standby fee would claim it (in many 
instances during the pilot program police officers who were eligible 
for standby fees did not claim them). Extension of the Police Standby 
Program will require an additional Clerk II, to replace the JSP clerk 
trainee used during the six-month study, at a full-year cost of 
$13,000. If extension of the standby program is made only to jury 
cases, as proposed, the net full-year cost savings for all 14 divisions 
would be about $70,000. 

Why Standby Wor~ 

Of the 1,326 trIals scheduled, 221 or 16% were held. The difference 
between trials scheduled and trials held are those cases which are 
rescheduled or dismissed, those for which warrants are issued, bonds 
forfeited, etc. The relationship between trials scheduled and trials 
held is fundamental to the achievement of cost savings through the 
standby ptogram. Under the standby program, an off-duty officer on 
standby assigned to a caoe which does not go to trial receives $15, 
resulting in a $26 savings over the standard overtime amount of $41; 
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h er if the same case goes to trial the cost is $56 ($15 + $41) or 
$~~e:bo~e the standard overtime amount. Inworder for , the standbYllr~­
gram to be cost-effective, the n~~er of oft-duty off1cers not ca e 
to court must exceed the number called. 

Productivity Impact 

Police 

On-duty police officers subpoenaed for court appear~lce: incurdnot~d~~; 
tional costs in earnings or replacements. However, po11:e pro uc :V1 
in the field is reduced through the absence o~ these o~f1cers. O~ d~t~ 
olice officers on standby, whose appearance 1n court 15 not requ~re , 

~void this productivity reduction. The percentage of on-duty off1cers 
which x'eflect this productivity impact are shown in the table ~~lOW. 
Productivity gains would equate to approximately $42,000 annua y. 

ON-DUTY OFFICERS SUBPOENAED 

Subpoenaed Appeared Did Not 

TOTAL 614 (100%) 133 {22%} 481 (78%) 

314 (51%) 40 (30%) 274 (57%) Jury 
300 (49%) 93 (70%) 207 (4396) Nonjury 

Courts 
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Procedural Aspects 

Under the Standby Program police officers l who have been subpoenaed 
through interoffice mail, call court services prior to the trial date 
to Verify case status. If the case is still slated for court, the 
officer is placed on standby and provides a telephone number where 
he/she can be reached should the case proceed to trial. On the trial 
day, the division prosecutor telephones court services, as information 
develops, to release the officer or call the officer to court. Offi­
cers called to court are to report within 40 minutes. 

In practice, officers are often unable to report within the allotted 
time because of the commuting time required or other tactical problems. 
Additionally, officers indicate that they are sometimes not promptly 
notified of release from standby. And prosecutors, at times, are 
unable, because of the press of court business, to notify Court Ser­
vices of case dispositions as they occur. 

The C;tandb~' Prcgra:n requires the full support and the active coopera­
tion of all participants in order to function properly. Periodic com­
munication between police, prosecutors, and the Court would assist in 
the identification of problems and the development of solutions in a 
timely fashion. In addition, the following suggestions may strengthen 
procedures: 

1. Prompt commencement of court proceedings and early decisions on 
case action could increase overall program efficiency, 

2. Those officers Who do not live within a 40-minute radius of court 
should be granted more time or not be placed on standby. 

3, Additional phone lines may be needed in Court Services to effi~ 
cielltly respond to the peak volume of calls. Court Services may 
elso need to implement additional steps to ensure that all offi­
cers receive prompt notification of case disposition. 
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~OMMENDATIONS 

Staff recommends that the Chief Presiding Judge, under the authority 
of Chapter II, Article III, section 2-83, City Code, implement the 
Court proposal to extend the Police Court Standby Program to all divi­
sions of the Court for jury trials and reduce standby program coverage 
for nonjury trials to three court divisions. This will continue the 
program in nonjury cases at an adequate level to determine if the pro­
cedural recommendations will alleviate the delays now encountered in 
some trials. Staff further recommends that the procedural suggestions 
outlined above be implemented by the Court and the Police Department 
respectively. Police Court Services should continue to collect the 
data elements necessary for analysis of standby program results. Such 
an analysis should be conducted after six months' experience with the 
extended program to assure that cost savings warrant continuation. 
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Schedule I 

Police Court Standby Program 
Test Period Statistics 
January - June, 1980 

Jur~ 

Police Subpoenaed 
On Duty 314 Off Duty 

Total 
878 

1,192 

On-Duty Police Called to Court 40 
% of Total Subpoenaed 12.7% 

Off-Duty Police Called to Court 121 
% of Total Subpoenaed 13.8% 

Total Police Called to Court 161 
% of Total Subpoenaed 13.5% 
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Nonjur~ Total 

300 614 
595 1,473 
895 2,087 

93 133 
31.0% 21.7% 

177 298 
29.7% 20.2% 

270 431 
30.2% 20.7% 
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Schedule II 

Police Court Standby Program 
Cost Savings Calculations 

Jury Trials, 

Cost if All Off-Duty 
Police Called to Court 

Cost for Off-Duty 
Police Not Called to Court 

Cost for Off-Duty 
Police Called to Court 

Difference 

Nonjury Trials 

Cost if All Off-Duty 
Police Called to Court 

Cost for Off-Duty 
Police Not Called to Court 

Cost for Off-Duty 
Police Called to Court 

Difference 

878 x $41 = 

757 x $15 = 

121 x $56 = 

595 x $41 = 

418 x $15 = 

177 x $56 = 

Projected Full-Year Savings for 14 Divisions': 

Jury Trials 

$35,998 

$11 ,355 

6,776 
$18,131 

$17 ,867 

$24,395 

6,270 

9,912 
$16,182 

$ 8,213 

Test Period Savings for Jury Trials: $17,867 
$17

1
87676 divisions 7 6 months = $496/division/month 

$496/division/month x 14 divisions x 12 months = $83,328 
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Nonjury Trials 

Schedule II (cont'd) 

Police Court Standby Program 
Cost Savings Calculations 

Test Period Savings for Nonjury Trials: $8,213 
$8,213 + 6 division + months = $228/division/month 

$228/division/month x 14 divisions x 12 months = 
Annual savings for Jury trials = $83,328 
Annual savings for Nonjury trials = 38!304 

$121,632 

Less Additional Costs for a Clerk II 
in Pol:i'.ce Court Services detail (13!000) 

Net Annual Savings $108,632 
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SESSION 6 

DAY II 

COST ANALYSIS: PROBLEM RESOLUTION 

In the preceding session, we worked through several case studies of 
cost analysis. III this session, JOU will work through your awn cost 
analysis in several stages. After each stage, you will have an oppor­
tunity to evaluate your progress and relate it to what you have learned 
already. 

At the conclusion of the last (eighth) part of this exercise, all of 
the individual groups will ga~her for a plenary session to discuss what 
you have done. 

PROBLEM STATEMENT 

The Village of Rocky Ledge, population 25,000, has been required by 
state law to handle the assignment of all private duty employment 
(police detail) of its police officers. The officers will act as 
employees of the Village while they are on private duty. The village 
will assign officers to private firms who request them and will bill 
the firms for the time the police spend on the private duty. The 
police officers will be paid by the Village. 
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ASSIGNMENT #1 

You are the analyst who has been assi 
hourly rate that the Village will h gned f the t~sk of calculati!.g the 
vices. On the worksheet for this c a~ge or prJ.~ate duty polil~e ser­
regard as the key questions that w~ssJ.gnment, wrJ.te down what you 
during the cost analysis. J.ll have to be answered at some point 
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1. 

2. 

3. 

4. 

5. 

6. 

7, 

8. 

... t usa: 

ASSIGNMENT #1 WORKSHEET 

~T AP.Z THE QUESTIONS? 
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ASSIGNMENT #2 

You have considered the problem for a while and have phrased a r.umber 
of questions that will have to be answered in the Course of your analy­
sis. On the worksheet for this assignment, indicate the key data ele­
ments that are required (e.g., pay scales) and appropriate sources for this information. 
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ASSIGNMENT #2 WORKSHEET 

DATA SOURCES 

Data Elements Sources 

-------------------------------------------

Preceding page blank 
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ASSIGNMENT #3 

You are now the Police Chief or Finance Director, and your analyst has 
submitted a IIPolice Private Duty Costs Report" to you (Exhibit f)-A). 
Study this report and, using the worksheet for this assignment, cri­
tique the report, noting its strengths and weaknesses. 
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ASSIGNMENT #3 WORKSHEET 

Strengths 

!:leakn~sses Corrective Actions 

---------------------------
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EXHIBIT 6-A 

POLICE PRI7ATE DUTY COSTS 

Criminal Inves~iJ.t10n 
Uniformed Patrol 
Special Duty 

Total Salary 
Total Individuals 
Average Salary 

Productive Hours 

EJ:\ployees 
(3) 

(20) 
(1) 

l/ork Year 40 hrs X 52 .Teeks 
Less: Holidays 13 @ 8 hra 

Personal 3 @ ~ hra 
Vacation 3~ uaaks avernge 
Sick Leave 9 @ 8 hra 
Other leaves (w/c t death, merit, union bus1nes3 etc. 
Total Productiv* Houra Per IndiVidual 
Average ~age~ Per Po.ition 
Coat Per Manhour 

Total Fringe Senefits 

Pension @21.7% X $481405 
Clothing Allow 24 X $400 + patches 
Longeyity 
Collage Credits 
Insurance 

CMS 90 
HOllpit,31 Drtlg Rider 
Dental Plan 
Major Hlldical Insurance 
Major Uadical Lifo Insurnnce 
Dental Rider D 
Workmen Compenaation @ 8.00/100 
General Liability @8.00/100 
Uniform Cle.ning 
Training 
Law Enforcement Liability Insurance 

Total Fringe Benefics 
Total ~fanhours available (24 X 1740) 

Cost Pcr Hanhour 

Pricing Structure 

Cost Per Productive Manhour 
Tim. & one half Rate Paid to Employe., 

Fringe Benefits Per Productive Hanhours 
Total Cost Per Productive Hanhour 

Oth'!:' Considerations In Pt':!.cing 

" 

Budgeted Salaries 
~ 64693 
395148 
21564 

4i1l405 
+ 24 
20058 

2080 
(104) 
(24) 

. (140) 
(72) 
(16) 

1724 
20058 

$11.63 

104484 
10SOO 

7110 
6650 

13000 
38000 
7500 
SOOO 
6000 
200 

38500 
38S00 

52QO 
15000 
1000!) 

305704 
+41760 

7 • .32 

11.63 
17.45 
7.32 

24.77" 

1. Cost to administer priV3te duty includ~.: sch~dulins. billing, collection, 
recording, other record kupinS. 

2. Use of Town cruiser implies mileage cost a. wall 4S rental cost. 

Price Recommendation: 
ttc:;ular Hour!] 
All Double Time Hourn 

« f. 

$27.50 
$35.00 6-15 
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ASSIGNMENT #4 

You are the analyst again and have just recovered from the drubbing 
your superior gave your report. You have been asked to improve your 
report by including the following additional cost factors: 

• the cost of an entry-level accounting clerk to handle sched­
uling, billing, collection, recording, and other recordkeep­
ing, and 

• an estimate of the additional cost associated with increased 
use of police cruisers. operation, maintenance, and depreci­
ation. 

Drawing upon your team's knowledge of conditions in your own community, 
provide an estimate of the app~opriate costs associated with each of 
the above. Use Assignment #4 Worksheet. 
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ASSIGNMENT #4 WORKSHEET 

ADDITIONAL COSTS 

Cost Estimate - Cost Cate9.or~ 
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ASSIGNMENT #5 

Breath a sigh of relief; your latest work has been viewed with 
approval. However, the powers that be have decided that they would 
like to see what the total cost is. Use the budget information pro­
vided in Exhibit 6-B, interpret it according to the reality of your 
own jurisdiction, and: 

• calculate total organizational overhead 

• allocate a portion of it to the police function. 

Use Assignment #5 Worksheet. 
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ASSIGNMENT ~t5 WORKSHEET 

OVERHEAD CALCULATION 

Name of Overhead Function 
Amount 

TOTAL 

Calculation of police share of organizational ~verhead. 
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EXHIBIT 6-B 

THE VILLAGE OF ROCKY LEDGE 

1982-83 ANNUAL BUDGET 

GENERAL FUND 
EXPENDITURE BY ACTIVITY 

GENERAL GOVERNMENT 
1980-81 
Actual 

1981-82 
Budgeted Estimated 

101 Legislative 
105 Executive 

Total Legislative & Executive 

Judicial 
106 Probate Court 

Elections 
111 Supervision & Registration 

Finance 
117 Accounting and Audit 
118 Assessments 
119 Review of Assessments 
120 Collections 
121 Treasury 
122 Purchasing 

Total Finance 

123 Law 

Recording & ReEorting 
131 Town Cler 
132 Recording Deeds & Mortgage~ 
133 General Public Reports 

Total Recording & Reporting 

Administrative Offices & Boards 
141 Permanent Building Committee 
142 Open Space & Conservation 
144 Economic Development Commission 
145 Central Services 
149 Community Devel. & Public Info. 
150 Human Relations & Handicap 

Advisory Committee 
151 Personnel Administra~ion 
153 Human Services 
156 Fair Rent Commission 

Total Admin. Offices ~ Boards 

11741 
64353 

76094 

3632 

26218 

70742 
42253 

625 
20920 
4587 

290 

139417 

51620 

'27028 
4531 
3548 

35107 

8402 
1298 
2139 

51907 
21525 

80 
15373 
33036 

655 

134415 

6-25 

11357 
65235 

76592 

3850 

20640 

73910 
38045 

550 
i9600 
4600 
300 

137005 

48094 

27995 
5810 
1350 

35155 

5250 
1305 
2385 

53170 
18130 

200 
2372'" 
3661' I 

lSl5 

142295 

11750 
71000 

82750 

4195 

26645 

77865 
40645 

430 
20705 
5000 
350 

144995 

55855 

31090 
5150 
1410 

37650 

6740 
1305 
1925 

50275 
19660 

100 
25750 
44105 

1920 

151780 

1982-83 
Approved 

13095 
64340 

770435 

3875 

22465 

83885 
41725 

550 
23045 
5000 
560 

154765 

40500 

32150 
7975 
1625 

41750 

3750 
1420 
7355 

54530 
19670 

150 
16745 
49590 
1300 

154510 
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~XH~BIT 6-B (Cont'd) 
i 
<' EXHIBIT 6-:B (Cont'd) GENERAL ~ND EXPENDITURES (cont'd) 

GENERAL FUND EXPENDITURES (cont'd) 
\ 1980-81 1981-82 1982-83 
1 1980-81 1981-82 1982-83 Actual Budgeted Estimated Approved I 

Planning & Zonin! 
\ 

Actual Budgeted Estimated Approved 
161 Planning &oning 24711 25540 25480 46005 

I SANiTATION AND WASTE REMOVAL 162 Zoning Board of Appeals 229 950 1175 1175 , 
" 321 Sewer System 176205 69156 69156 176445 47180 I, Total Planning & Zoning 24940 26490 26655 322 Waste Collection 113294 128985 132485 135600 323 Waste Disposal 146839 203100 140000 189000 General Government Bui1dinss 

87685 87440 110250 171 Town Hall and Police 76753 
Total Sanitation & Waste 436338 401241 341641 501045 173 Other Town Buildings 8804 8955 7180 8595 

Removal 

I Total General Govt. Bldgs. 85557 96640 94620 118845 400 HEALTH 18802 19325 20825 22025 
PUBLIC SAFETY \' 

500 EDUCATION 5202455 5618826 5618826 6146560 I; 
I 

Police Protection 550 LIBRARY 185972 220546 214595 257323 201 Supervision 104700 120040 129015 119440 1; 

109185 !: 202 Communications & Records 81727 89752 80300 PARKS AND RECREATION 203 Criminal Investigation 53725 48675 52135 58300 
204 Uniformed Patrol 468138 517720 511710 598825 Parks 207 Special Detail Services 115252 132750 138900 142485 H 616 Park Building 5906 10471 7120 7705 Ii 

1028235 Ii 611 Park Areas 93319 116284 110650 136360 Total Police Protection $23542 908937 912060 
II 612 Street Trees & Shrubs 5713 6000 6500 7600 I: 

/: 
Ii Fire Protection I' 

Total Parks 104938 132755 124270 151665 Ii 

Fire Supervision 2056 3750 5050 9660 " 231 ,[ 

5369 5175 5675 6550 li 232 Fire Training 
!l Recreation 233 Fire Alarm & Com.unications 19346 123:"0 21670 21625 ;1 621 Public Celebrations 2783 2750 1150 1950 234 Fire Prevention 12061- 14455 14605 11875 622 Organized Recreation 68078 71384 68547 81170 235 Hydrant & Water Service . 9956 20770 11282 23880 
H 623 Swimming Pool 21137 24569 24340 23000 236 Fire Fighting 22523 26000 24100 34350 11 624 Swimming Pool, High School 11195 50295 237 Fire Apparatus Service 33110 49370 53740 13350 'I 
I! 238 Fire Stations 289"8 56145 45958 75540 II Total Recreation 91998 98703 105232 156415 -- ii 

133369 187975 182080 256830 ~ To~al Fire Protection 
/1 MISCELLANEOUS 

43108 43620 41570 48005 II 
301061 516140 420600 690520 

239 Building Inspection II ' 704 Employee Benefits 
II 70S Insurance 246120 281030 278025 273400 241 Civil Preparedness 616 1055 1025 905 II 708 Capital Reserve 10000 10000 10000 25000 

26869 35860 ~ 709 Contingency Fund 42627 40754 85000 242 Ambulance Association 3578 26305 
710 Other Miscellaneous 15789 22455 21910 (~389) 

HIGHWAYS AND ENGINEERING [I Total Miscellaneous 616197 870379 730535 1071531 ,I 
Supervisi'ln 117629 124785 128105 140675 l' 301 I' 

302 "own Garage 117224 142951 130015 130270 ;' 

40993 86774 90451 98270 !) 303 Roadways 'I 
304 Street Lighting 106209 115920 122800 144750 II 

1000 1500 Jl 305 Sidewalks & Curbs 106 1500 
l' 

52270 64290 I 44995 49305 \ 316 Engineering ! 
Total Highways & Engineering 427156 521235 524641 579755 
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EXHIBIT 6-B Cont'd) 
GENERAL FUND EXPENDITURES (cont'd) 

1980-81 1981-82 
Actual 

DEBT SERVICE 
.!!udgeted Estimated 

800 Principal Payments 885000 1025000 1025000 
850 Interest Payments 547771 956860 956860 

Total Debt Service 1432771 1981860 1981860 

900 CAPITAL IMPROVEMENTS 74768 71500 71500 

i~TAL EXPENDITURES (Other than 
Board of Education) 4970153 6072197 5909848 

TOTAL BOARD OF EDUCATION 5202455 5618826 5618826 

GRAND TOTAL 10172608 11691023 11528674 
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1982-83 
Approved 

1125000 
1125595 

2250595 

60000 

7081514 

6146560 

13228074 
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ASSIGNMENT #6 

Based on Exhibit 6-B, 1) make an arbitrary judgment about police over­
head; 2) determine total overhead to be allocated to police service 
functions; and 3) allocate an appropriate portion of total police over­
head to the police detail function. Use your kn(.\wlecge of your juris­
diction's conditions, if you deem it appropriate. Use the Assignment 
#6 Worksheet. 
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ASSIGN"t1ENT #6 WORKSHEE'l' 

TOTAL POLICE DETAIL OVERHEAD 

1. An arbitrary decision on police overhead 

2. Total overhead to be allocated 

3. The police detail portion of total police and general overhead 
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ASSIGNMENT #7 

You can start to relax because you are nearly done. Now determine an 
hourly rate that will recapture all cost. You may want to quickly 
review each of the steps you have completed to this point. You may 
assume that 5,000 hours of police detail time is a reasonable estimate. 
And, yes, use Assignment #7 Worksheet. 
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ASSIGNMENT #7 WORKSHEET 

TOTAL COST 

6-35 Preceding page bl&nk f 
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ASSIGNMENT #8 

Compare your new hourly cost with the previous hourly cost. Make a 
recommendation as to an appropriate hourly charge. What impact on 
demand might this charge have1 Discuss your individual responses to 
your proposed hourly fee. Relax, there is no Assignment #8 Worksheet. 
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SESSION 7 

DAY II 

COST ANALYSIS: A MANAGEMENT PERSPECTIVE 

---------------------------------------

During this session we will look at how '':0 install a cost analysis 
system, ~That is done with cost analysis results, and some of the 
possible impac:::s of these results on the organization itself. 'rhe 
s·ession ilncludes lectures, discussions, and an individual activity. 

The follc)wing topics will be considered in the first part of this ses­
sion: 

• what do the components of a cost analysis system include? 

• what is needed to install a cost analysis system? 

• is a computer necessary for cost analysis systems? 

• what information is needed to plan a response to cost analy­
sis findings? 

In the second part of the session, we will look at organizational 
issues in managing the changes that result from cost analyses, includ­
ing: 
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• 

• 

how cost information can impact police operations, policies, 
and structures 

how change efforts can be designed to overcome objections 
and implemention problems. 

AD HOC VERSUS SYSTEHIC COSTING 

Up to this point we have dealt with several examples of cost analysis. 
It might seem that successful cost analysis involves the analyst select­
ing a service to be costed, planning and doing the cost analysis, and 
moving on to the next service. such an approach would likely prevail 
in the short run and produce pertinent cost information while it 
lasted, but would fade over time as the staff changes or as the novel­
ty of cost analysis evaporates. Although knowledge of the technical 
costing terms, concepts, and classifications is essential for reliable 
cost analysis, this knowledge alone is insufficient to guarantee that 
cost information will become an integral part of management decision­
making. 

To ensure that cost analysis is successfully incorporated into the every­
day functioning of the police department, it is necessary to focus on 
the design and implementation of an ongoing cost analysis system. The 
system should be an integrated and interdependent array of mechanisms 
and procedures that would routinize the collection, processing, and 
reporting of cost information. It ensures that cost analysis becomes 
as natural to managers as the other management responsibilities with 
which they have long been familiar, i.e., planning, budgeting, 
staffing, etc. 

COHPONENTS OF A COST ANALYSIS SYSTEM 

The observation th~t data become information when they are put in a 
form that can be used in decisionmaking summarizes the basic objective 
of a cost analysis system. Its immediate aim is to provide reliable 
cost information in a readily available and understandable form to the 
persons involved in the management of the organization. Ultimately, 
the system is intended to promote the use of cost information in the 
widest possible range of strategic and tactical decisions. 

A cost analysis system can be operated manually or with the aid of a 
computer. Smaller jurisdictions may be able to perform acceptable 
cost analyses by hand or with programmable calculators, while larger 
jurisdictions with more extensive information needs and resources will 
usually install or use a computerized system. Similarly, if a single 
division wants to do a cost study on one of its responsibilities, it 
may be done easily by hand, while a larger study of several divisions 
might be best done with computer aid. To be sure, a computer reduces 
the probability of computational error and increases the speed of cal­
culation, but requires a substantial investment of human and financial 
resources. 
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Whetner computeri~ed or manual, the effectiveness of the cost analysis 
syslem will depend, ill large measure, on t.he extent to which its compon­
ents are compatible with the co~ponents of the organization's overall 
information system. The incremantal costs of adding a cost analysis 
capability are less when the cost system can be appended to an exist­
ing information syst~m than when the system has to stand on its own. 
Integrating the cost and general info:mation system also reinforces 
the notion that cost information is just part of the basic knowledge 
that all managers need in order to operate. 

INFORMATION SYSTEM 

An information system consists of those elements of the organization 
concerned with the acquisition, processing, transmission, and presenta­
tion of information useful to management, including cost information. 
An information system has several sub-systems or components, each of 
'",hich serves a unique propos:e: 

• routine administration and operation 

• management reporting 

• information retrieval. 

ADMINISTRATIVE AND OPERATIONAL SYSTEMS 

This component supports the organization's routine functions, e.g., 
maintenance of personnel records, scheduling of inventories, etc. In 
the financial area, this component handles the payroll, accounts receiv­
able and payable, and internal audit. The greater proportion of the 
data and information processed by an administrative and operational 
system serves the routine functions for which it is primarily responsible, 
e.g., issuing payroll checks, paying bills from vendors, monitoring 
personnel turnover, etc. However, some of this information may also 
be useful to the cost analyst. For exarr t' 1,e I payroll data may be 
essential in establishing the personnel costs of a specific police 
service. 
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MANAGEMENT REPORTING SYSTEM 

The purp' "Ie of, the management reporting system is to provide managers 
~t all,levels 1n the organization with reports that are useful to them 
In thelr day-to-day decisionmaking. Examples of reports include these: 

• 

• 

• 

it can produce reports required for control of the use of 
l'esources; 

reports relating to the efficiency of operations; 

re~ort~ relating to effectiveness itl achieving goalL: and 
obJect1ves as a function of resources expended. 

Thes: reports should include information found from experience 
regu1red regularly and periodically in the management eroeess, 
actual versus planned costs by organization unit or service or 
total costs of a particular accounting period. 

to be 
e.g. , 
the 

INFORMATION RETRIEVAL SYSTEM 

The information r~trieval system has a function similar to that of the 
management reporting syotem in that it provides information to all 
levels of m~nagement as required by them in their daily work activities. 
However, whlle the reports provided by the management reporting system 
are structured and,p:riodic, th: ~nfo~mation retrieval system gives 
~anagers the ca~abll1ty of obtalnlng lnformation from the system on demand, 
ln a form. that, 1S not s;tructured, i~ advance. For e,:ample, if the 
state pollce duector has a spec1f1c question that is not answered by 
the general cost report he receives from the management reporting 
syst:m, he can use the information retrieval system to obtain more 
detalled or different cost information on a lIone-time ll basis. 
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SYSTEM INSTALT;!l'ION: PRECONDITIONS . 

The installation of ~ new or substantially revised cost analysis 
system is a major organi~ational change. It cannot b: accomp;i~hed by 
administrative fiat, fi~r will it succeed on its techt~1cal mer1ts 
alone.. Careful attention nl1st be paid to ~e precon~tions for a success" 
ful change effort before attemp~ing system ~3tallat1on. These pre­
conditions are: 

• top management support 

• 

• 

support from outside a, .ies 

the availability of qualified staff 

assignment of organizational responsibility for' the cost 
analysis system. 

W MANAGEMENT SUPPORT 

In the national ~ail survey used as the basis for development of the 
Program Mode, top management support was identified as ~ most 
important pre~ondition to successful cost analysis. Jurisdictions 
such as New York City, Cincinnati, San Diego, and Alexandria, Virginia 
pointed to the backing of the city manager or mayor as well as the police 
chief as vital to the installation of a ~Olt analysis system. This 
support included not only verbal encouragement and concrete resources 
for cost analysis but also a mandate that staff produce cost 
iniormation that could be used in justifying the department's budget 
1... .. operations. Under pressure to economize, top manaqers seemed to 
want cost information to show how economical their departmonts already 
were. 

One reason why management support is so critical is that it tends to 
mitigate the natural concern and resistance that operating manaqers 
may have when faced with a change of systems. Even if operating 
managers and line officers fe~l that an existing COlt analYlil system 
is inadequate, it is nevertheless a system they have worked with and 
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are comfortable with. At a minimum, the new system changes the way 
decisions are made and establishes new patterns of communication and 
discussion between managers at various levels. Although the infor­
mation provided by the new system is presumably better, it is un­
familiar and may take some getting' used to. Those expected to work 
with the ne~ system are uncertain of its effects and are unlikely for 
th~s reason to support it in advance of its installation. A top manage­
ment that has the confidence of its employees can do much to alleviate 
unnecessa~l fears while at the same time making it clear that the new 
system is needed a.~d is IIhere t!J stay. II 

When installing a new system, therefore, top managers must: 

• 

• 

• 

allocate a significant amount of time and effort to the cost 
analysis system 

understand the general concepts and operations of the new 
system well enough to discern the benefits and limitations 

explain to their principal subordinates how it affects and 
hopefully assi~ts their work 

monitor closely the system1s installation and initial imple­
mentation 

• remove impediments as they occur. 

Most important of all, top managers must be willing to go on record in 
support of the system with an official statement of management policy 
that can be endorsed by senior management and distributed to ~veryone 
who might be concerned about or affected by the new system. The state­
ment should contain a summary of top management1s reasoning behind and 
support of the new cost analysis system while leaving considerable dis­
cretion as to how the system should be implemented. An exaro~l~ of 
such a statement is contained in Exhibit 7-A. 
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Exhibit 7-A 

STATEMENT 'J'J MANAGEMENT POLICY 
ON COST ANALYSIS SYSTEM 

CITY OF CLINTON 

Police Department 

MEMORANDUM TO: All Hanagement Staff 

FROM: Mark Simpson, Chief of Police 

SUBJECT: Installation of Cost Analysis System 

The Clinton Police Department is embarking on a system of cost measurement and 
control that will require the cooperation of all management staff. This system 
has been authorized by an Executive Order from the Mayor and is consistent 
with the city's new Financial Management Plan. 

This cost analysis system is a practical and reasoned response to the city's 
fiscal constraints which will help make the most efficient possible use of 
available resources and thereby preserve existing personnel and service 
levels. The system will enable headquarters staff and field commanders to 
monitor the costs of their units and activities, identify potential cost over­
runs, and take immediate action to reduce expenses or reallocate resources. 
Its essential components are: 

• measurement of the full costs of police services, including 
personnel salaries, the costs of equipment and supplies, and the 
overhead expense incurred by the department and other city agencies 
in supporting the service; 

• 

• 

• 

payroll reporting forms that require sworn and civilian staff to 
allocate their work hours by specific service; 

cost information reported to managers on a service basis as well as 
by organizational unit; 

capacity to produce not only standarized reports at regular inter­
vals but also, using the city's computerized financial data base, 
special reports at the request of individual managers; and 

• accountability for results at each level of management assessed 
partly in terms of degree of attainment of agreed-upon cost 
objectives. 

captain Jim Scott, Director of Planning and Research, will be coordinating 
this department's involvement in the cost analysis system. He will be con­
tacting each of you in the next few days to arrange your participation in 
system design and installation. I expect you to give him your enthusiastic 
support and cooperation. 
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SUPPORT FROM OUTSIDE AGENCIES 

Any cost analysis system for police needs the support of outside agencies 
to make it work. Most criminal jtlstice agencies collect and maintair 
their own information on program operations, e.g., arrests made, citations 
issued, or vehicle nliles driven. These data are usually very current 
(especially if computerized) and consistent with the decisionmaying 
need!:: of agency management. However, many crl.minal justice agencies 
share the respunsibility for cost finding and analysis with other agencies 
in the juris1ictidn. A financial management or budget office coordin­
ates the annual or bi-annual preparation of the jurisdiction's budget 
and calculates historical or projected costs in allocating scarce resources 
among competing programs, including the police. Once the budget is 
approved, the jurisdiction's auditor or comptroller tracks and records 
expenditures to insure that public funds are being spent in accordance 
with authorized budgetary ceiling and objects of expenditure. This 
official also reports that spending limits are not exceeded. 

AVAILABILITY OF QUALIFIED STAFF 

A third prerequisite for success is the availability of an adequate 
staff of people to design and install the system. Technically, they 
must be proficient in police management, cost accounting, and data pro­
cessing. Interpersonally, they must be able to communicate with operat­
ing managers and understand their concerns, since the cost analysis 
system hus to meet the managers' information needs and since their sus­
tained cooperation will be essential to the survival of the system. 

There is no fixed number of such staff that must be retained. 
coordinates cost analysis for the police department should be 
as possible to full time on this assignment, but the need for 
ditional staff will depend on many factors, including: 

Whoever 
as close 
ad-

• 

• 

support of cost analysis system by other units and depart­
ments, expressed in terms of active technical assistance or 
the commitment of staff time 

availability of basic financial data and whether the account­
ing records are kept manually or by computer 
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• 

• 

extensiveness and complexity of the desired cost analyses, 
and whether this demand will persist over time 

capacity to identify and recruit potential cost analysts, 
which may be affected by civil service regulations and the 
local market. 

In many cases, the police department will have to look outside, in 
order to hire qualified staff for its costing system, since its cur­
rent employees will not have been trained or educated in cost analysis. 
Some departments have decided on civilian hires with accounting back­
ground5. Others, with increasing frequency, have turned to outside 
consultants. 

ASSIGIDIENT OF ORGANIZATIONAL RESPONSIBILITY 

People work together most effectively if they know the parts they are to play in 
the effort and how their roles relate to one another. This is as true in police 
cost analysis as it is in football or baseball. It is difficult to attract 
qualified staff to a poorly defined position in an ambiguous structure. 

Responsibility for coordinating the cost analysis effort should be centered in 
on~ office with full authority to manage the design, installation, and eventual 
operation of the cost analysis system. However, the successful exercise of that 
authority will depend on the establishment of cooperative relations with other 
agencies and groups, e.g.: 

• The office must be continuously attentive to the cost information 
needs of top and operating mnnagers in deciding on the system1s scope 
and reporting capaci tl' . 

• A task force should be established to help plan the system whose 
membership will be drawn from various agencies. The office in charge 
of the cost analysis system will have to consider the task force's 
findings and recommendations. 

1 
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• Even if responsibility for managing police costing is vested 
in a single office, it has been mentioned previously that 
the actual work of cost analysis will be spread throughout 
several agencies, including the polir.e department, finance 
or budget department, and the auditing or comptroller's 
office, who will need to be consulted at every step of 
system design and installation. 

In the end, such cooperative relations will ensure that everyone knows 
who is to do what and who is responsible for what results. They will 
also remove obstacles to performance caused by confusion and uncertain­
ty of assignment. And, they will foster a cost analysis network reflect­
ing and supporting the objectives not only of the cost analysis system 
but also of the jurisdiction as a whole. 

STEPS IN SYSTEM DESIGN AND IMPLEMENTATION 

If the preconditions to successful costing system are met, then it is 
probably safe to proceed with systems design and implementation. As 
illustrated in Exhibit 7-B, these steps can be summarized as follows: 

_________________ y _______ ~ __________ _.~ ______ ~ ________________ w ____ ~t ______ .:~j_t~·~>_f_'T_W~_'~·'N"'O~_"~'_'·'T~f-_"d)_=_~._l __ .. __ _*.'1 ........ ____ .... __ .. _________________ M __ --------~·'~-----
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STEPS IN SYSTEMS DESIGN AND IMPLEMENTATION 
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ORGANIZE FOR INSTALLATION 

A task force should be created to design and implement the system com­
posed of top management, operating managers, cost and data processing 
specialists, and representatives from outside agencies that will be 
affected by the new system. The financial management systems used by 
the Arkansas State Police and the San Diego Police Department profited 
from such broad involvement in system installation. As a policymaking 
body, the task force should serve to: 

• determine the objectives to be achieved and the general 
approach to be taken in the installation of the cost analysis 
system 

• decide on priorities of design and implementation according 
to the resources available for the project 

• evaluate the effectiveness of the cost system as it comes 
into operation. 

Management participation in the task force stresses the organization's 
commitment to the new system and involves them in designing a system 
they will eventually have to implement. Given the heavy demands on 
the time of senior management, the day-to-day work of installation and 
the technical aspects of system installation should be handled by 
smaller working groups staffed by internal specialists and possibly 
outside consultants. 

In a large criminal justice agency, two or three years will elapse 
between the time a decision is made to proceed with cost systems devel­
opment and a date that the system is implemented. Smaller organiza­
tions may require up to eighteen fuonths. This long lead time is 
necessitated not only by the technical and management demands of the 
system itself but also by the need to coordinate the cost system with 
the accounting and budgeting cycles of the larger jurisdiction. The 
planning process for this period involves the development of an overall 
plan for systems design and installation, including as careful a state­
ment of responsibilities as is feasible ahd a timetable (preferably in 
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the form of a GANTT chart or a similar scheduling device}. A sample 
GANTT chart that suggests a hypothetical timetable for installing a 
cost analysis in Clinton is depicted in Exhibit 7-C. 
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ASSESS NEEDS 

The objective of a needs assessment is to determine if~ 

• 

• 

the present costing system ~s effective in terms of providing 
managers with the type and level of information a~out service 
costs that they need for decisionmaking 

the data are being compiled and reported in an economical 
and efficient manner. 

In assessing needs the analyst should start with the existing finan­
cial management sy~tem because, whether or not it includes service 
cost information the existing system is likely to contain payroll and 
other types of c~st information that can b: u~ed in costing pol~ce ser­
vices. It is important to appraise the ex~st~ng system's data ~~p~t 
and processing specifications, reporting meth~ds, and,overall ut~l~~y. 
to managers. The U.S. General Accounting Off~ce prov~des more ~pec~f~c 
guidelines applicable to such an appraisal which are contained ~n 
Exhibit 7-D. 

There are two pitfalls to avoid in assessing organizational and ~ndi­
vidual needs for a new costing system. The first is the automat~c 
assumption that the existing system will have to be swept away. Even 
if the existing system has serious flaws, it is far less expensive to 
build the new system on the old than to start from scracch. As San , 
Diego discovered in upgrading its cost analysis capabiliti~s, utiliz~ilg 
the old system as much as possible also lessens the anxiet~es of operat­
ing managers as they change ov~r to a new costing system. 

The second pitfall is an overreliance on the opinions of operating man­
agers in the needs assessment, no matter how straightforward and honest 
these comments may be. Because they are often fami~iar with only one 
system, operating managers may be unaware of the ex~stence of certain, 
information which would be very useful to them. Thus, careful analys1s 
of information needs must be undertaken. Rather than depending on man­
agers' perceptions of their information needs, the task force should 
involve managers more indirectly in systems design by asking them to 
~ooperate in: 
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EXHIBIT 7-D 

ILLUSTRATIVE PROCEDURES FOR APPRAISING AN EXISTING 
COST ANALYSIS SYSTEM 

1. Review any written policies and procedures concerning the report­
ing system. Determine if these policies clearly specify each 
individual's reporting responsibility . 

2. Obtain cost data pertaining to the present Management Information 
System (MIS). Examine and analyze the costs, looking for irregu­
larities or inconsistencies, including costs which appear to be 
either too high or too low. 

3. Test the validity of data being produced by the system. 

4. Determine if reports are being produc~d on a timely basis. 

5. Flowchart the distribution of specific MIS output (repor~s) to 
determine that the proper levels of management are receiving d~ta 
and that the reports are being distributed only to those levels 
with need for the specific data. 

a. Review in detail the use of reports by persons now rece~v~ng 
the datu. This can be done through interviews with report 
users. 

b. Bas~d on step "a,1I determine if the persons receiving the 
reports are using the data to manage the program. Answer 
the following: 

1) A~e the reports in usable format? 

2) Do the users receive too little or too much detail? 

3) Do the users have other methods of gathering the same 
data? 

4) Are users aware of what data are available from the MIS? 
(Any problems noted in this step may indicate that some 
data are unnecessary. Any reduction in MIS output 
should result in cost saving.) 

6. Determine if management has a procedure to assess t.he MIS periodi­
cally in terms Qf changing informational needs. If a procedure 
does exist, is it complete :1.n terms of users I input? 

Adapted from: U.S. General Accounting Office, Guidelines for Econom~ 
atJd Efficiency Audits of federall~ Assisted Progr~ 
(1978), pp. 30-31. 
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• 

• 

• 

defining their general and specific a~tivities 

identifying the informational inputs to those activities, 
including cost information 

appraising the capacity of the current system to deliver cost 
information in a timely and understandable manner 

• formulating design strategies that would allow the new system 
to remedy the perceived defects of the old system. 

DEVELOP THE COSTING SYSTEM 

Time and effort must be devoted to the establishment of cost centers 
and production units for the services to be costed. In addition, sys­
tem designers must determine the data collection and analysis proce­
dures for direct and indirect costs, and develop the administrative 
and operational systems, the management reporting system, and the 
information retrieval system to supply managers with needed cost infor­
mation. It may also be important to expand the organization's expendi* 
ture accounts (llchart of accountsll)'to reflect the costing system's 
emphasis on service costs in addition to current apenning by organiza­
tional units. Finally, a study must be conducted of required computer 
support. Several iterations of the system and many meetings will be 
needed before the new cost system meets the needs and expectations of 
participating individuals and agencies, although systems development 
will be simplified if the costing system for p~lice services is being 
added to a pre-existing cost analysis system for the larger juris­
diction. 

DOCUMENT THE COSTING SYSTEM 

At the same time that the new costing system is being developed, the 
system must also be documented. Written guidelines may be produced 
which detail, plainly and concisely, the purposes and procedures of 
the cost analysis system. Otherwise, use of the system will be too 
dependent on the collective memories of its developers, and potential 
users will be discouraged from accessing the system. Such document.a­
tion is especially critical if the cost system is computerized, since 
access will not only be more complicated under these circumstances but 
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also more threatening to the manager without previous data processing 
experience. Well written and organized systems documentation can be a 
signific~nt aid to removing some of the mystery, and some of the fear, 
surround1ng the new system. In this regard, the State of Arkansas has 
developed not only extensive documentation for its accounting system 
but also separate orientation materials for agency directors and lower 
level staff which recognize their varying levels of involvement in the system. 

N~ matter how carefully designed and implemented, a new costing system 
w111 contain "bugs,1I or flaw,j that impede the system from operating at 
peak effici7ncy and effectiveness. Rather than permitting these bugs 
to surfa~e.1~ an organization-wide implementation, which might threaten 
the cred1b1l1ty and hence the long-term survival of the costing system 
the task force should first test the system1s structure and procedures' 
in one part of the organization. This entry strategy will limit the 
n7gative effects of system flaws and, if the test succeeds, will pro­
v1de a concrete example that will encourage others in the organization 
to embrace the new system. 

Almost everyone who will use the new costing system will need training 
in its scope and content. In addition to lectures and exercises on 
the technical aspects of the system, lhe training should cover the 
reasons why managers should want to use the system, i.e., what the new 
~osting system and its informational outputs will do for managers 
:lnstead of to managers. Participants must be convincecr-that the per­
sonal and organization costs of implementing a new system are out­
weighed by the benefits, at least in the 1011g term if not in the short 
~erm. It is especially important that syst~~m designers avoid oversell-
1ng t~e system. A cost analysis system def;tnitely aids management in 
~ var1ety of areas (e.g., planning, budgeting, controlling, etc.), but 
1t does not lessen the need for aggressive and effective management. 
~ven with the best costing system, managers Must still analyze and 
1nterpret the data, consider much qualitative information not in the 
system (e.g., political realities, budget restraints, availability of 
new technology), and make their own decisions. If training leaves the 
erroneous impression that the new cost analysis system will replace 
m~nagement discretion over financial matters, those attending will 
e1ther resent the new system or realize the impossibility of such an 
all-purpose costing system and therefore regard its inventors as imprac­
tical theorists. 
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IMPLEMENT --
. I entation will begin in a single 

In most organizations ~ syste~s J.mp e~sting system will co-exi.st with 
unit or bureau. At fJ.rst, t e new c'on will avoid any "down time,1I 
the old system. Simultaneous oper~~J.nal as well as demonstrate the 
when neither system is fUllYhope~~ J.°A p~ssible sequence of stages is: 
advantages of the new over teo . 

• 

• 

• 

• 

• 

• 

ib'l'ty centers, using only 
Budget by progr~s and resp~n!s ~n~ rough production units. 
direct costs, wJ.th few s:rvJ.c 
Do not alter the accountJ.ng system 

for the programs and 
Develop,i~p~oved outPuttmhe~su:~sbe used to calculate unit 
responsibJ.ll.ty centers a c 
costs 

J.'t'formation according to the new structure 
Collect accounting • 

continue development of better output measures 

dd' services to be costed, 
Add sophistication by a J.ng mor:d 'ng depreciation of fixed 
calculating indirect costs, consl. erl. 
~ssets, and other costing par.ameters 

umb r of reports and the range of 
Gradually enlarge the ~ e in both the management 
schedu~ing and,formatttng oP~i~~~al svstems. special reports 
reportl.ng and J.nfodr~a~ on ~~ertnformation retrieval system 
continually deman e rom e orting stream of the 
should be switched to the regular r ~e orts availAble on the 
management reporting syste~. AIS~, sho~ld revert to an "avail" 
latter system that are sel om use and to report only that 
able on deman~" bas~s tO

i 
cut ~os;:ded for management decision­

cost informatJ.on whJ.ch s mos n 
making. 
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REVISE AND EXPAND 

As a result of initial implementation, unanticipated problems and oppor­
tunities will emerge, prompting changes in the way in which the costing 
system is organized or operates. Feedback from both managers and sys­
tems specialists must be considered by the task force in evaluating 
the system1s effectiveness. Recognized deficiencies may result in 
reorganization of the task force or working groups, refinements in the 
system or its documentation, improvements in the reporting stream, and 
other changes. As deficiences are removed and the organization becomes 
more convinced of the comparative advantages of the new cost system, 
it can be gradually enlarged to include more organizational units to 
the point where the whole organization (and possibly the larger juris­
diction as well) is using the new system to analyze costs and make 
management decisions based, at least in part, on their cost implications. 

NEED FOR COMPUTER SUPPORT 

A special issue when installing a cost analysis system is the extent 
to which the new system can or should be computerized. Many smalle=. 
police departments use manual systems to report cost data. They enter 
expenditure data in journals and ledgers by hand and then manually 
extract the data needed for cost analysis. These manual systems are 
easy to understand and use as well as being inexpensive. However, as 
population growth and the demands for more police services multiplies 
the number of accounting entries, a manual system can incur high error 
rates and escalating reporting costs. 

Much of the material presented in this workshop assumes thAt costing 
can be done manually. However, more and more goverrunental entities 
are recognizing the benefits of automated data processing in terms of 
reporting speed a~d accuracy. In the Program Model mail survey, 91% 
of the jurisdictions reported that they use computers in managing their 
financial affairs. An automated system can be useful in compiling and 
storing information and then in retrieving it for cost analysis and 
other purposes. But by far the greates,t use of computers to date I and 
their chief effect on criminal justice agencies, has been in performing 
routine clerical operations. 

While the initial capital costs of automation remain high, developments 
in the microcomputer field may change this situation in the future. 
Retailing for between $4,000 and $10,000, a microcomputer is a small 
computer whose memory usually sits on a chip of silicon less than a 
centimeter sqmu·,:,.' ~out a mil lion microcomputers have been sold in 
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the United States and the number in use is growing by over 24% per year, 
according to industry estimates. A microcomputer system usually con­
sists of the computer itself, a typewriter-like keyboard, a video 
screen, a printer, and some external memory. Although microcomputers 
are not as versatile or capable as full-size computers, they are never­
theless highly reliable and simple to use, with many systems including 
extensive "help menus" right on the video screen to assist the new user. 

On the other hand, computers are not faultless, automatic answer 
machines, nor are they applicable in every situation. As mentioned 
previously, they have high start-up costs, and in addition, they 
require internal data processing skills, and the reliability of the 
analyses that flow out of them are dependent on the accuracy of the 
data fed into them (hence the expression IIgarbage in, garbage out"). 
Institutionally, computerization poses special problems in police 
departments, since in many jurisdictions the computer is controlled by 
a central data processing staff and not by the police. This centrali­
zation sometimes restricts the police department's access to the 
computer and can lessen the relevance of the financial reports that 
the computer produces. It can also impede the timeliness of the reports, 
as one responaent to the Program Model mail survey observed: 

The time delay in producing the output reports makes the system 
almost obsolete by the time the data are produced. for example, 
the hard copy reports are not provided to bureau managers until 
three weeks after the ending date of the accounting period. Those 
bureaus which have the capability then manually add in all the 
transactions which have occurred during the three weeks ~f elapsed 
time to provide an updated budget status report. 

There are no standard rules to use in determing whether or when to auto­
mate. The process for choosing between rnanual and automated reporting 
is the same as that used in other police decisions (one- or two-officer 
patrol, computer-assisted dispatch, etc.) and requires a careful 
appraisal of the costs and benefits of each alternative. More specifi­
cally, the existence of trained programmers and keypunchers, avail­
ability of computing funds, need for speed and accuracy, and the 
trade-off between innovation and proven methods are all factors that 
should be weighed in this decision. 

Hill1AN RESOURCES: THE NEXT STEP 

Thus far in the workshop, we h~ve looked upon both cost savings and 
increased productivity as rationales for doing cost analyses, we have 
learned how to do a cost analysis, and we have considered how to go 
about implementing a cost analysis system. Our next concern is what 
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to do with cost analysis once we have the results. Here, our human 
resources playa major role. It is they who must take the results and 
use them creatively and thoughtfully. 

LINE RESOURCES 

Productivity, as the Japanese are fond of saying, is everybody's busi­
ness. They understand that the people who do the work have to be 
involved in finding ways to improve productivity because: 

• they often are the ones who know best where cost savings are 
possible and how they might be accomplished 

• 

• 

they know how their time is distributed within tasks 

they know which procedures are counterproductive and often 
have informally corrected them 

they know what would be involved in changing a procedure and 
what consequences the change would have on their own perfor­
mallce. 

TEAM WORK 

When tapping the doers for ideas on how to cut costs or increase pro­
ductivity, people from every level of the organization should work 
together on the problem as a team. Often, the reasons for policies 
set at the command level are not always clear to those at lower levels, 
and, in reverse, those who make policy frequently are unaware of the 
extent of the resulting impact of some change on productivity. Doers 
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are the ones who will have to implement any change and therefore should 
participate in planning the change. 

• Any change aimed at improving productivity often is seen as 

• 

a potential for personnel reductions or other unwanted conse­
quences; if these concerns are surfaced when the change is 
planned, they often can be dealt with effectively. 

Not all changes that may seem desirable are really feasible; 
by involving the doers during planning, feedback can be 
obtained early enough to modify plans so they will work. 

Again, several levels of the organization and all departments likely 
to be affected should be involved. Plans to increase productivity 
through periodic in-grade training, for example, may be difficult to 
implement, if training staff or materials are not available. New per­
formance standards may require more--or less--supervision than is now 
in place. Doers ultimately will be the key to whether the change yields 
all the intended savings or not. 

• Experience from industry on implementing change often has 
been negative; modern equipment at GM's Lordstown, Ohio 
assembly plant, for instance, made working there so tedious 
and monotonous that absenteeism and sabotage became grave 
problems. 

• Most people resist change even when it is to their advantage 
in the long runi often a period of familiarization is required 
prior to implementing a change to allow everyone time to adjust. 

Here, too, representa~ion from all levels of the organization is essen­
tial. One of the most serious problems in productivity improvement is 
the implication that management and supervisors have not been doing 
their jobs well in the past, because they allowed the problem to con­
tinue uncorrected for so long. If they are part of the solution, on 

7-24 l I 
- rirnnr • 

'I 

I 
11 

11 

~ I 
i 

I 
! 
I 

11 

11 

-. 

the other hand, they \ollll share "ownership" of the change and contri­
bute much more actively toward its success. 

EXTERNAL RESOURCES 

A second source of ideas is people who havp. experienced similar prob­
lems--and their solutions--in other settings. The use of computers in 
police functions, for example, probably has not even begun to reach 
its potential, both to jmprove operational effectiveness and to reduce 
costs. People who have used computers as aids in job design, to lay 
out routes, to compile and process information, to speed communica­
tions, and so forth in other sectors can help police management solve 
police problems. Other examples of where to get ideas from the past 
experience of others include: 

• 

• 

• 

other police departments, particularly those thdt have served 
as Field Test sites for NIJ demonstrations of improved police 
practices 

management journals and periodicals, particularly those that 
emphasize public sector issues and describe innovative ideas 
that have been successful elsewhere 

city managers and administrators of other departments in the 
city frequently share similar problems and can help contri­
bute to both identifying and implementing effective solu­
tions. 

STAFF RESOURCES 

Still a third way of looking for solutions is to use expertise within 
the department that you already are paying for. Most managers and 
planners thrive on challenges, so long as the environment is one where 
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good ideas are rewarded and poor ideas are not criticized. Even if no 
outstanding ideas result, at least you will be satisfied that the unit 
cost of some service is not easily reduced. Payoffs from internal sug­
gestions can be increased by: 

• 

• 

• 

• 

making certain fixed amounts of time are set aside for this 
purpose, and establishing improvement efforts as a distinct 
responsibility of managers 

opening the improvement process as widely as possible among 
the staff through suggestion programs 

communicating the problem to be solved as clearly and openly 
as possible 

offering awards to those not previously eligible. 

Although the need to remedy problems identified using cost analysis 
techniques may be seen as a reason for not doing cost analyse~, there 
are other reasons why it has not been more widely used by po11ce man­
agement. 

Let's try to list som~ of these other concerns and possible limitations. 

CONCERNS AND LIMITATIONS 

• not having the necessary technical skills 
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• 

• 

• 

• 

• 

• 

not having access to cost data 

not having an incentive because the money saved goes back 
into the city budget 

not being accountable 

management feeling threatened 

experiencing little pressure to reduce cost of specific police 
services, even though the over police department budget may be 
high 

being concerned that, if the public knows the real cost they 
may be influenced more by cost than by accomplishment ' 

• finding public expectations difficult to measure, although 
they are probably not so high as we tend to assume. 

RESULTS AND CONSEQUENCES 

The rest of this session will be devoted to what is done with cost 
analysis results and some of the possible impacts of the results on 
the organization. We will look at organizational issues in managing 
changes that result from cost analyses, including: 
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• 

how cost information can impact policy operations, policies, 
and structures 

how change can be designed to overcome objectives and imple­
mentation problems. 

ORGANIZATIONAL ISSUES 

So far, we have mainly considered technical issues involved in analyz­
ing the costs of police services. Now, we want to look at some organi­
zational issu.es. 

A cost analysis is performed to answer a question. We have to assume 
that the answer then will be used to make decisions and that these 
decisions, in turn, will involve change. In all likelihood, a cost 
analysis will rock the boat. 

It is important to be prepared for the types of changes that may be 
proposed as the consequence of a cost analysis study. Cost analysis 
outcomes may have an impact on police operations, on depa~tmental pol­
icy, and on organizational structure. Suppose the followl.ng were the 
outcomes from a series of cost analyses studies done by your depart­
ment: 

• What do these outcomes mean to you? 
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• 

• 

What implications would each outcome have for your depart­
ment? 

Would changes in these areas be possible? 

POLICE OPERATIONS 

Cost analysis findings may suggest your department has not been operat­
ing as cost-consciously in the past as it should. 

• 
Example: 

Including stopping erratically driven vehicles and transport­
ing of suspects to the station for breath testing, the cur­
rent cost per Dl':I arrest is more than $250.00. 

Example: 

• Substituting motorscooters for patrol cars would save at 
least $2.20 of the per hour cost of motorized patrol in high 
density residential neighborhoods. 

DEPARTMENTAL P~ 

Cost analysis may suggest some of the objectives and policies of the 
department are particularly expensive and should be questioned. 

• 
E'xample: 

.11 

TIJe cost of maintaining foot patrols in the city's "night 
life" area, claimed tel be necessary to attracting business, 
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• 

leads to higher per unit costs in that district for services 
in connection with almost all categories of street crime. 

Example: 

The creation of a special child abuse detail last year 
resulted in a cost per arrest of about $800; because of the 
the squad, child abuse crimes have been reduced by about one 
third, so the cost per arrest is now over $1,000. 

ORGANIZATIONAL STRUCTURE 

Cost analysis outcomes may indicate that the way the department is 
organized has been contributing to excessive per unit costs. 

Example: 

• Splitting th~ Traffic Division to have parking enforcement 
done by non-sworn personnel would result in a considerable 
savings in per unit costs in both parking and traffic 
enforcement. 

Example: 

• Reducing indirect costs for supervision by reducing the num­
ber of districts and therefore the number of precinct com~ , . . 
mand staffs, would have a significant impact on Patrol D1V1-
sion costs. 

How would you decide what changes should be made, and how would you 
implement these changes? If you plan to use cost analysis information 
to make changes, how car. you make sure that the solution is feasible 
and that everyone views the problem constructively? 
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EASING CHANGE 

Bringing about change in an organization is complex and challenging. 
Some of the issues that managem~nt should be alert to before proposing 
a change include: 

• 

• 

• 

• 

the adequacy of the information base--surprisingly, many 
changes are proposed for implementation on the basis of 
incomplete or erroneous information and forecasts; under­
standing and analyzing the problem fully should be a first 
step in considering any change 

the internal and external environment--a change has to "fitl! 
within the framework ~f the organization and the expectationr. 
of both the city government and the public; the change itsel! 
cannot be viewed as disruptive, and its likely consequences 
should be thought through 

the effects of inertia--change often is resisted, not because 
the results are undesi~able, but because change itself is 
unsettling; a department that has no tradition of change is 
harder to modify than one that regularly experiences improve­
ments 

the need for advance preparation--everyone has experienced 
unexpected change ~nd generally is made uncomfortable by it; 
change seems to be implemented more easily, when steps are 
taken to co~nunicate the reasons for a change prior to 
announcing what it will consist of • 
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AN EXAMPLE 

Many of the problems inherent in introducing a change can be surfaced 
using an example. 

We look at a case where the police department has asked that 
ing police officers be stationed in the city's high schools. 
The school board has decided the presence of a security offi­
cer is necessary to combat the growing numbers of both seri­
ous and minor offenses, and has offered to reimburse the 
police department for the cost of stationing a non-uniformed 
officer in each of the four schools from 8 a.m. to 4 p.m. 
for the 180 days in the school year. This service appears 
to have cost advantages for both the police department and 
the school board, as well as affording better protection for 
school property, pupils, and staff. 

Not everyone may be in favor of this change, however. Let's look at 
some of the objections that may be raised, when the implementation of 
this solution is announced. 

PATROL OFFICERS 

Officers expecting to be assigned could feel this duty will not help 
their careers, because they will be "away from the action"; these offi­
cers already are being labeled the "baby-sitting squad" 

• they may expect to receive the least desirable assignments 
when they return to regular duty in the summers when schools 
are closed, and may believe they will be rotated about fill­
ing in here and there for other officers on summer leave 
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• they may believe they will fall under the individual direc­
tion of the school principals, who will begin telling them 
what to do and how to do it 

• ther may be concerned that they will be rejected by the 
pup1ls and school staffs, and that they will be very isolated 
socially while on duty. 

SUPERVISORS 

Supervisors of these officers: 

• 

• 

• 

may expect that they will be unable to monitor the perfor­
mance of the assigned officers effectively, and be concerned 
about possible conflicts in instructions given to the offi­
cers by the schools 

may feel extra pressures to provide replacements for those 
officers when they are sick, required for court appearances, 
or otherwise are unavailable for duty every day while school 
is in session 

may anticipate problems ar1s1ng in the schools where the 
officer on duty, faced with a difficult problem, should have 
easier access to a supervisor's judgment than will be possi­
ble. 
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SUPPORT SERVICE~ 

Departmental legal and personnel staffs: 

o 

• 

• 

may foresee problems in arrest decisions and liability issues 
arising if anyone is injured during an incident at the 
schools while the officer is there 

may raise questions as to how the officer will be paid, how 
overtime will be authorized, whether the uniform allowance 
should be continued, and how the officer will receive depart­
mental notices 

may anticipate problems in adequately preparing the officers 
for their assignments and in scheduling regular in-service 
training for these officers. 

THE PUBLIC 

Pupils, their parents, and the public: 

may resent the idea of using police officers for this pur­
pose, and feel that stationing officers in the schools is 
the beginning of a IIpolice st~tell 
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may object to the officer's carrying guns or Mace in the 
schools, to the use of handcuffs, and to the potential of 
someone being hurt all because of a "minor incident" 

may hold th~ officer, and the department, responsible when 
they were the victim of a crime in the school because the 
officer was not sufficiently alert or diligent. 

Q.THER PROBLEMS 

Objections are not the only problems that would have to be overcome. 
Any change also requires a carefully planned implementation process. 
What implementation problems could be expected? 

PATROL OFFICERS 

The officers to be assigned will have to be: 

--

• solected from among those eligible; because it il expected 
the assignment will be seen as an unde$irable one, how will 
these officers be cholen? 

• provided with ~Jidance and training on their responsibilities 
in the schools; who will dovelop th~ necessary directives 
and provide the training? 
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SUPERVISORS. 

Their patrol commanders will have to be: 

• provided with replacements for the officers they l.Qse, and 
have responsibility for these officers when they return to 
regular duty during the summers or during school vacations 

• helped to work out arrangements with the'schools reqarding 
the supervision of assigned officers and how they report on 
their activitie •• 

SUPPORT SERVICES 

Specialized divisions in the department will have to: 

• arrange suitable two-way c?mmuncations links with the offi­
cers assigned to schools 

• determine the assigned officers' roles in conducting investi­
gations, gathering evid5nce, and making arrest decisions in 
the four high schools. 

7"36 

tat 

CHIEF SOLOMON 

Overcoming these objections to change and implementation problems are 
a management responsibility. What steps could th~ Chief of Police take 
to make the change as smooth as possible? 

COMMUNICATION FACTORS -

What techniques can be used to overcome potential objections from offi­
cers, supervisors, legal and personnel staffs, and the public? 

• make the reasons for the police department assuming this 
responsibility cle~~ to everyone through timely announcements 

• 

• 

• 

stress the importance of the activity and its expected bene­
fits to the community 

involve all those likely to be affected as early as possible 
in the planning process to uncover potential objections and 
problems 

seek ways to make the assignments more rewarding to the offiw 
cers and their supervisors, such as including school duty as 
a consideration in promotions 

work closely with school officials, representative ,students, 
and the public to develop guidelines for what the o:f'ficers 
will do in specific situations. 
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PROCESS FACTORS 

What techniques can be used to overcome potential implementation prob­
lems regarding selecting officers, arranging supervision, and providing 
the officers with adequate support? 

• 

• 

• 

• 

begin the planning process as eady as possible, perhaps 
working through several alternative scenarios to test the 
plan under potential conditions 

identify responsibilities such as the procurement. of equip­
ment or the development of guidelines promptly, and clearly 
assi~l these responsibilities to appropriate personnel 

determine whether any organization modifications, such as 
assigning all affected officers to a single supervisor, would 
facilitate the change 

seek outside help, if necessary, to understand how similar 
programs have worked out elsewhere, and what can be done to 
smooth the program's implementation and operation. 
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SESSION 8 

DAY II 

ACTION PLANNING 

At,this ~oint, we have covered all of the learning points essential to 
th1s tOP1C. We now want to give you the opportuntity to apply the con­
cepts of cost analysis to the realities of your own department and your 
own jurisdiction. Specifically, in this session each jurisdictional 
team will be asked to: 

• 

• 

• 

identify a candidate police service for cost analysis 

formulate the question(s) to be addressed by the cost analy­sis 

determine the range of possible management options which 
might be exercised based upon the results of this cost analy­sis 

• develop an implementation plan for performance of the cost 
analysis. 

This session will be conducted in jurisdictional groups. Included in 
the handbook are materials Which will assist. in focusing the discus­sion. 
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Worksheet #1 (10 minutes) 

Below is a list of police workload categories. You are requested to 
select ~ of the categories which, in the collective view of your jur­
isdictional team, merits a closer look in order to determine whether a 
change, i.e., reduction or expansion of activities, charging a fee for 
the service, etc., may be warranted. Having made the selection, 
briefly describe current practices and the reasons why that category 
merits careful examination, i.e., vague public dissatisfaction, exces­
sive overtime use, etc. 

WORK CATEGORIES 

• Burglary 
• Larceny 
• Assault 
• Traffic Accident-p.I. 
• Traffic Accident-Prop. 
• Traffic Violation 
• Traffic Control 
• Disturbance 
• Suspicious Persons/Cars 
• Vandalism 
• Alarms 
• Animal Call 
• Fire 

• Ambulance Call 
• Arrest 
• Warrant Service .. Auto Theft 
• Abandoned Car 
• Intoxicated Person 
• Loud Noise 
• Disorderly Group 
• Residence Check 
• Domestic Quarrel 
• Escort 
• Unwelcome Guest 
• Other 

CATEGORY SELECTED: 

CURRENT PRACTICES~ 

RATIONALE FOR REVIEW: 

8-3 

Preceding page blank 

i 

I 
II 

il 
~ 

~ 
I 
! 

Worksheet #2 (15 Minutes) 

Having chosen the workload category for review, your group is now asked 
to formulate the specific question or questions to be answered as the 
result of the analysis. 

Question(s) to be answered: 

1. 

2. 

3. 

4. 
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I 
Worksheet #3 (15 minutes) 

Now that the group has selected a category of work suspected of needing 
change and the questions have been formulated which need to be 
answered, you are asked to formulate a plan and schedule for preparing 
the analysis. In addition to identifying indiv'iduals and their spe­
cific responsibilities, please identify, where appropriate, data 
sources and a completion date for each activitiy. 

~ask Description Person Respons1ble Data Sources Timetable 
For Completior: 

d-l 

Preceding page blank 

'J 
I :! 
" I 
I 
I 
I 
1 

Il 
11 II 
11 
:1 
II 
II 

II 
1/ 
I 
11 
Ij 

I 
~ • . 
~ 
I 
I , 

---------~------------------~.--------------------------------------------------.-----------~~------------------_ ....... ,--~ d .i -



is • 

r 
1 r-

J 

"',' , 

$ = 




