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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 Justi_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 and justice.

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

) Spensors 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 justice information.

° Trains criminal justice practitionsrs in research and evaluation
findings, and assists the research community through fellowships and
special 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 knowledgeable in the report's subject
arec 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
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RESEARCH UTILIZATION PROGRAM

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, program, and research implications.

The Research Utilization Program, administered by NIJ's Office of Develop-
ment, Testing, and Dissemination, makes research and avaluation results access-
ible to criminal justice officials, other government executives, 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
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Improving Police Management
Compensating Victims of Crime

Cutback Management in Law Enforcement and Criminal Justice
Developing Sentencing Guidelines
Community Crime Prevention Planning
Management of Stress in Corrections
Operating a Defender Office

Improved Probation Strategies
Maintaining Municipal Incegrity
Managing the Pressures of Inflation
Managing Patrol Operations

Health Care in Correctional Institutions
Victim/Witness Services

Prison Grievance Mechanisms

Managing Criminal Investigations

Juror Usage and Management

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 Mational Workshops (SNWs)

Special National Workshops are one-time events designed to establish
directions for future research or share information and develop awareness among

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
information 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. Extensive conference 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 Methods 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.

Historical Approaches to Studyin Crime--lModern-day criminal justice

problems approached through an historic { ;
non-violent crimes. g al perspective of violent and

izggsrg:gizlatize Planning'for Correctional Reform~-Methods and
: or planning and developing appropriate i
legislation at the state level. PANg approp correctional

Prevention and Detection of Fraud, Waste, and Zbuse of Public Funds-
c;g?erence of state and local practitioners, researchers, and federal
officials to assess needs and develop strategies to prevent and detect
fraud, waste, and abuse of public funds.

The Serious Juvenile Offender--Review of resea:

' : search and development
needs‘fOt planning (in cooperation with the National Instituze of
Juvenile Justice and Delinquency Prevention).

.Stochastic Modeling~-A promising new technique for crime analysis.

Plea Bargaining--Current issues an L i
Hea d new research on this judicial pro-

Second Nationa} Worksho on Criminal Justice Evaluation--The entire
spectrum of criminal justice research and evaluation issues.

Forensic Science Services and the Administration of Justice--Inter-

disciplinary exchange of vi i
: views among various members of i
justice community. the crininal

Mental Health Servi i { (G . . ,
delivery. ices in Local Jails--Models for improving service

The Career Criminal--Implications of r
T esearch fro
Criminal program. m the NIJ Career

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

Update '77: Update '78--The role of local offici i
justice decisionmaking. ials in criminal

Determinate Sentencing--Implications of this tre -
i 1is tre :
Justice system, : nd for the criminal

Pretrial Release~~Discussion of a demonstrati j i j
se io .
from all 50 states. 7 project with judges

Crime Control: State of the Art--an u imi j i
pdate of criminal justice knowl=-
edge for governors and representatives of State Planning Agencies.

Urban Crisis Planning--Simulated planning of
orban Crisis Planr P g responses to hypothetical

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




Professional Seminars

A new series of national events, Professional Se@inars, werg begun.in }983.
The first, "A Partnership Against Crime: Community Crime Preventlgn{" h}ghlmghted
the successful cooperative relationship between police and‘communltles in New
York City, Newark, Chicago, Minneapolis, San Diego, and_DecrOLt. as a result of
the partnership, both fear of crime and incidence of crim. substant1all¥ were
reduced. Details of the six programs are included in the National Institute of
Justice publication, “Neighborhood Crime Prevention."

A second Professional Seminar is scheduled for the Spring of 1?83 on,
“Policing: State of the Art." This national meeting will fogus on innovative,
state-of-the-art police practices and programs. Repregentatlves of the major
national police organizaticns participated in 1dent}fy1ng some twelve programs
and practices to highlight and disseminate information about their respective
constituencies.

Other seminars will be announced later this year.

Field Test Support

Field Test Support provides technical assistance and traiping for staff and
policymakers at sites selected to implement NIJ Field Test de51gns: Thege
designs represent promising new operational approaches to controlliag 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, methoeds, and requirements 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-increa519gly
difficult for police departments to respond to all calls for service
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 atiempted to meet these competing demands through

B —
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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 expanded 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
determine the effects of early representation on the operations of the
participating public defender agencies, 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 arrest and sufficiently in advance of the initial court
appearance. The test shall determine in a systematic fashion whether
the limited research and empirical 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 Pre~Trial 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.




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.

Maintaining Municipal Integrity--About half the participants reported
a heightened awareness of ethical issues and said they have taken
steps to assess their jurisdictions' 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 the 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.

Managing Patrol Operations---wer 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 medical,
corractional, and planning personnel who attended the workshcp evalu-
ated their health care procedures and began generating outside support
for change. BAbout 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 attempted to increase interagency
cooperation in this area.

Managing Criminal Investigations--Changes in case screening, initial
investigations, and management of investigations were reported by
about half the participants.

Juror Usage and Management--Over half the participants instituted
changes in their jury selection and use procedures after attending
this workshop.

Rape and its Victims-~Over three-fourths of those attending the work-
shop reported increased cooperation and communication among community
agencies providing services to rape victims.

About the Office of Deve.opment, Testing, and Dissemination

Within the National Institute of Justice, the O0ffice of Development,
Testing, and Dissemination is responsible for distilling research findings,
transforming the theoretical into the practical, and identifying programs with
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-
ates information to justice system executives nationwide through a variety of
vehicles. The aim is to give justice professionals ready accezs to promising
new approaches in the administration of justice.

ODTD has built a system 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

e  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 system officials to agencies
operating successful, innovative programs

. Clearinghouse and reference services for the international justice
community.
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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

Chief 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

5t. Louis County Police Department
418 Mission Court

University City, Missouri 63130

Joseph T. Kelley

Municipal Finance Officers Association
Governmental Finance Research Center
1750 K Street, N.W.

Washington, D.C. 20006

Dr. John Kenaey
P.0. Box 1033
Blue Jay, California 92317

H. Stuart Knight
6614 Midhill Place
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Thomas McEwen

Research Management Associates
1345 Butter Churn Drive
Herndon, Virginia 22070

H. Jerome Miron
Associate Director
Police Foundation

1901 K Street, N.W.
Washington, D.C. 20005

John Streeter

Agsistant 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 and 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
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Director, Contracts Division

Beverley Graham
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Training Team Members

G. STEVENS BERNARD, City Manager of Grand Rapids, J%ch, has overall
responsiblity for the $110 million city budget and its 1,800‘e@p10yees.
Mr. Bernarc aas served in city management in several other c1t1es~ .
including Minneapolis. He has been a Professor.at Mankat9 State Uni-
versity's Graduate Program in the Urban and Reglon§l Studies Institute.
As a consultant, he has been involved in organizational developmgnt,
diagnrostic interventions, and training programs throgg@out tbe Midwest.
Mr. Bernard earned his Master's Degree in Public Administration from
the University of Kansas in 1966.

COMMANDER KENMNETH FORTIER is a 20-year veteran of Fhe San Diego Polige
Department. He is currently assigned as Projgc? Dlrectgr to a $30 mil~
lion decentralization project for land acquisition, des%gp, and.con-
structicn of fire and police stations as well as an Adm}nlstratlvg and
Technical Center. He also supervises the Automated.Reglonal Justice
Information Systems (ARJ:S) administered under a qO}nt Powers Ageu&y‘
with a Board of Directors composed of electeq off1c+als~from ten muni-
cipalities and county governments. During his dlsthgulshed career
with the San Diego Police Department, cOmmander Fortier has been ‘
responsible for conducting management audits og the dgpar?ment; admin~
istering the Internal Affairs Unit; the Executlye Office to ?he Deputy
Chief of Patrol; and Director of the Staff Services Bureau with command
over Research and Analysis, Communications, Fiscal Management and Per-
sonnel Sections. Recently, he participated in Fhe developmgnt of the
National Institute of Justice Program Modesl ent1t1e§ Meas?rlng t@e.Cost
of Police Services. He has taught college courses in various ?r}mlnal
justice subjects and has consulted with numerous cities and crlmlnal )
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Model entitled Measuring the Cost of Police Serv%ces. In @1s position
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administration of the Bureau of Financial Ma_mgement5 Plannlng.and
Research, Data Systems, Personnel and Training, Pol}ce-Commqnlty Rgla~
tions, and Office Services. During his ten years with the St. Louis
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County Police Department, he has developed and implemented Zero-Based
Budgeting to this Department, and has established a long-range planning
unit. His background includes budget management and administration
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system and participation. Mr. Hennessy earned a Master's Degree in
Criminal Justice Administration at Michigan State University in 1970.
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city's unfavorable credit situation in 1976. Joseph Kelley 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,
design, and delivery of training and technical assistance for a variety

.of clients including 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 fer 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
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status offenders from adult jails and lock-ups. In addition, he has
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Advisory Board and is chairman of its Committee on Research Priorities.
During 1980-81, Deputy Commissioner Robinson was President of 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 numerous publi-
cations. He was awarded a Master's of Education Degree from Coppin
State College in 1973.
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Pilot Delivery
September 15-16, 1932

ALEXANDRIA, VIRGINIA

Alexandria Police Department

John Streeter, Deputy Chief

City of Alexandria

Brad Hammer, Deputy City Manager
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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
will get there.

Specifically, this session will address:

. Program Model derivation

» Training goals and objectives

) Training flow chart.

A




TR TEN 3

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 comments.

. Program Model: The Manual 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
short lectures, plenary group discussions, small work groups, selected
visuals, 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 tovered
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.

1-2

Feonpumunttg

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

1-3
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) Dr. Vincent Pivnicny

) Four jurisdictions were chosen for on-site study and used in g Supervising Performance Auditor
the Program Model for in~depth case observations. Thosge jur~ i Department of State Auditor
isdictions were chosen based apon the results of the mail & " Massachusetts.
survey. |

: . The grogramhﬂodel which emerged is one which Presents simple cost-
‘ . i Ng procedures that are applicable to a broad spectrum of
® An Adzlsorydpanel §ev1eweg gheu;esults of the su.vey and : varying levels of knowledge skills and attitudeg in cos: agg;gzies Yith
on-site studies and provided substantive input to the design | is the foundation upon which this w i .
on-site studies an provided sub p orkshop isg constructed.

CASE_STUDY JURISDICTIONS

° Alexandria, Virginia Police Department

® Arkansas State Police

. San Diego, California Police Department

® Sunnyvale, California Department of Public Safety.

Txe

PROGRAM MODEL ADVISORY PANEL

™ Mr. Ken Fortier
Commander
San Diego Police Department
California

b o o et

] Mr. James Hennessy i
Directer of Administration
St. Louis County Pclice Department
Missouri

o
-
3
o
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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 decisionmaking
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 concept, key components, and benefits
of cost analysis;

° Develop a common language and begin a continuing dialogue
among police and other municipal officials who attend
trgining 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;

1-6

A A it b 8 e e

i

) 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;

4

. Apply a strategic internal management and policy-making pro-

ciss which incorporates cost analysis findings as a critical
element.

Program Outcomes

At Fhe conclusion of training, participants will be provided an
opportunity to develop an action plan which identifies candidate ser-

vices for.cost analysis as well as the procedures and timetable neces-
sary for implementation.
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COSTING POLICE SERVICES ; DAY II

TRAINING SCHEDULE

® Session 5
Cost Analysis: How To ' 1:30 p.m.
SAMPLE :
—— ; CLOSURE DAY TI 5:00 p.m
DAY III
® Review Day II 9:00 a.m
DAY I : ; ° Session 6
: Cost Analysis: Problem -~solution 9:15 a.m,
® Registration 12:00 Noon
LUNCH 12:30 p.m.
® Session 1 a
Welcome and Overview 1:00 p.m. § L) Session 7
> Cost Analysis: Management Perspective 2:00 p.m.
. Session 2 :
Cost Analysis: First Steps 2:00 ~ 3:30 p.m. j ° Session 8
: Action Planning 4:00 p.m.
Y Small Group Activity
BREAK 3:30 - 3:45 p.m, | Small Group Reports
ﬁ
° Session 3 g CLOSURE DAY III 5:30 p.m.
Cost Applications for Policing 3:45 - 5:15 p.m. |
CLOSURE DAY I 5:30 p.m.
DAY II ?
® Review Day I 9:00 a.m. ! ii
™ Session 4 | é[
Planning for Cost Analysis 9:15 a.m. ;
" &
P
LUNCH 12:00 Noon : L.
i
ki 1-9
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COST ANALYSIS OF POLICE SERVICES

Flow of Training

Cost Analy.is: First Steps

Applications of Cost Analysis
to Policing

Planning Jor Cost Analysis

Cost Analysis: How To

Cost Analysis: Problem
Resolution

Cost Analysis: Management
Perspective

Cost Analysis: Action Planning

1-10

Formulating Questions
Defining Services
Identifying Appropriate Cost
Components

Public Sector Environment
Productivity Improvements
Police Management Functions
Uses of Cost Analysis
Problems in Police Costing

Planning Model

Demonstration of Methods and

Prccedures for Analyzing Service

Costs

Case Study Problem Resolution

Cost Analysis System Implementation

Needs

Responding to Cost Analysis
Results

Impact of Cost Analysis Results

Managing Change

Identification of Candidate
Services for Cost Analysis

Development Procedures and Time-

table for Implementation

e st s,

Results of the national mail survey used for development of

Program Hodule

“Measuring the Cost of Police Services."
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ATTACHMENT A
AGGREGATE RESULTS FROM CITIES AND COUNTIES

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

Line items

Piogiram budgeting (PBBS)

Zero base (2ZBB)

Other (please name): line item and PBBS

line item and 2ZBB

All of the above

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

15 YES
NO

-
-

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

5 _ By organizational unit {e.g., division, precinct)
13 By function or activity (e.g., patrol, criminal investigations)
Cther (please list): object of expenditure

No response

1
8

Are alternative levels of resources for each unit or activity-~-along
with corresponding projections of service levels-~typically provided in

the budget?
8 YES

16 NO

1

No response

1-12
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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 pef 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 bivision

District I (uniform patrol)

Vehicle Maintenance
Operations

Services

1-13

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)

¥ warrants served (no cost element)

# offenses per 100K populaticn,
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-
gations case, preparation/court
presentations

¥ calls processed, computer
transactions




FeSA 2

Cont.
BUDGET HEADING

Inspectional Services

PERFORMANCE MEASURE

% uses of force investigation,
dissemination of court informaticn,
inspections

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

Program Management

assess division reorganization
impact, strategic plans, improve
employee relations

Administration

arrest vice law violators, provide
technical assistance, legislature
testimony

Organized Crime

Central Investigation cost per clearance

Special Criminal costs per clearance arrest, case

Patrol variable for each bureau, depending
upon written justification and
projected changes in specific

output units applicable

for additional resources by
bureau, for subordinate ackivities
or functions under bureay

Planning and Research

# positions, % increase in crime,
Clearance rate

Investigations

# calls for service response time,
resources used

Field Operations

Support manpower rate, prisoner processing

If cost analysis is performed at <he activity 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
Personnel and Training

PERFORMANCE MEASURE
¥ in-service training hours, #
specialized training events

Precincts % emergency Iesponses under 5 minutes,
avg. emerqgency response time
Administration # internal affairs complaints

Uniform Bureay costs of handling dispatched

calls, costs of assigned cases

1~-14
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Cont.,
BUDGET HEADING

Detective Bureau
Crime Laboratory

Personnel Bureau
General Investigations

Patrol (operations pProgram)

Investigation (operation program)
Traffic (operations pProgram)

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

PERFORMANCE MEASURE

Cost of investigation of each
classification of cases, homicide,
robbery, crime scene responses,
drinking drivers tests, drugs and
trace evidence

# background investigations

clearance rate (no cost element),
Denver anti-crime conducted cost
analysis for "calls in setvice”,
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, # 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

% part I crimes, general arrest
and clearance, §# miles patrolled

clearance rate, monetary value of

broperty, avg. case load per
investigation

recruit training, inservice and
advanced training, ¢ background
investigations

# inspections, court security,
subpoenas

cases processed, crime scenes,
photographs

reports processed and supplied,
fingerprints, special officer
permits

time/prisoner needed for process,

PEI tests, prisoners delivered to
court )

hrs. courts manned, subpoenas and
attachments




.
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cont.
BUDGET HEADING PERFORMANCE MEASURE
Personnel,’Payroll transaction/personnel and payroll

Offenses against Persons complaints, arrests, clearance

cost per mile per vehicle, per
month per vehicle

Fleet Maintenance

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

Animal Control
Budget Office cost per procurement or claim paid

cost per property item or evidence
package processed

Property Clerk

Physical Crimes # investigation/clearance

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

General Investigations (hit
and run detail)

Criminal Investigations Special % major crime

% police per sqg. mile
population density
crime analysis by area

Patrol - South
Partol - North
Metro - central

Helicopter vehicle cost per mile
Special services -
Technical v -—
staff -

emplovment rate, scope of recruit-
ment area, ¢ of classes

Recruitment, Academy

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

BUDGET HEADING PERFORMANCE MEASURE

reponse time for priority 1 & 2 calls =+

Precinct Operations
# for priority 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) + total # incidents

Special Operations

4 unanticipated orqanized crime or
! aztivities or gvente St il 4 of
ACLIVLries oroevents ocIurciag
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Cont.
BUDGET HEADING

Investigations

Services

Fuel Usage
Uniform

Office Supplies
Reproduction
Communications

Personnel

Supplies
Equipment
Contractual
Maintenance

Capital Outlay

Which organizational unit(s) within
for preparing the police department!

PERFORMANCE MEASURE

% cases prepared and submitted to
judicial system which pass 1st
judicial screening + total #
cases submitted

# officers (actual strength =
total 4 officers 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

your jurisdiction is responsible
s budget?

18 Police Department
2 City/county administrative services department

4 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
officej?

14 Police Department

1 City/county administrative services department

—————

12 City/county finance department/controller/budget bureau

——

1 Not done -

o
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10.

i2,

13,

14.

15.

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

21 YES

atrn———

4 NO

e ——— v

1 No response

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

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

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
NO

No response

—Alm

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

15 YES
NO

No response

Is cost a variable in the performance system?

10

YE
11 NO
6 NO response

]
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16.

17.

.

Is cost analysis performed at any time of the year other than during
budget preparation?

17  YES
NO

* ||

No response

I1f yes, for which of the following is cost analysis undertaken?

10 Long range plannina

14 Financial resource allocation
12 Human resource allccation
14 Evaluation

Contract services

-
- 1N

Other (please list): make/buy/lease decisions

6 No response

If cost analysis has been atilized in resource allocation {cther
than during budget preparation}, please provide brief discussions of
one or two such studies, their nature and their outcomes.

"calls for service"

unexpended appropriations analysis

revenue analysis

manpower allocation study (overtime reduction, court appearances)

vehicle utilization study {compact cars, 1 man patrol, 2 man patrol
neighborhood teams)

proposed precinct consolidation

recruiting (benefits of multi-state advertising costs)
alcohol enforcement

use of civilians in police communications

early retirementc

helicopter purchase

18 No response
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ia : 21. To what extent does your jurisdiction need a handbook that would explain
iurisdiction's ability to measure the costs ;
How would you rate your 3juris

- : ‘ ? i how to measure the costs of police services?
of specific police services? |
—_ i _9 significant need
£ lent | '
3 Excel g £ cir
—j——-GOOd 5' 0 Not a need
uate |
—i—— o 3 2 Unsure
oo ; 3___ No response
8 Poor |
1 Not sure ) 22. Please provide reason(s) for your response to §21.
i
20. Please provide three reasons for your rating in #19. § lack of local expertise
/Gc.>d/Adequate 3 need identification of services that might be costeq
Excellent/Cc equa | .
similarity of financial and cost accounting systems 5 need standardized objects of expenditure
to detailed expenditure records (historical and projected) 5 declining police budgets force tighter cost control
access ) . d-keeping and reporting ; improved cost analysis would facilitate managerial decision~making and
use of computers in financial record- C L

long-range planning
costs currently allocated by organization unit and police function s56ful 1n cometoan atvais
budget requests require extensive justifications including cost analysis

f better cost comparisons of alternative crime prevention techniques
sufficient staff expertise

cooperation from top manaqement 23. To enhance its relevance to your jurisdiction's needs, what topics

quantifiable performance measures : f should be covered by the handbook?
Fair/Poor : f{ how to calculate administrative overhead expenses
lack of computerized financial data base ) pcesentat%on of cost finding methodglogles for investigations, court
i ifi i t tic fashion . i scheduling, support departments like personnel or accounting, contract
specific services not identified in systemma ! P services, vehicle maintenance costs, selected equipment, different
5 . . : . .
lack of workload factors | : ggtizs department organization plans, high police turnover, capital
t . . . . .
records not kep lysis ‘ ; general discussion of the uses of cost information to improve organiza-
: i i t analysi !
no experience or expertise in cos

tional efficiency and effectiveness
lack of interest by top management clear, realistic definitions of typical services to be costed
expense and time involved in cost anlaysis case studies of jurisdictions using effective cost acounting systems

no access to consultant services how to allocate support department costs to line operations

lack of departmental objectives and performance indicators

how to calculate the marginal costs of one or more additional officers,
use line item budget not relevant to cost analysis of services Patrol cars, etc.

police records kept at city/county level , proper uses of existing information systems to acquire cost infermation

basic cost accounting concepts

"walk through" costings of sample police services
how to consider inflation in projecting costs

how to keep better financial records

1-20 ; 1-21
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ETTACHMENT R

in budget

"~ TURSIDICTION Individual Responses from Citles and Counties
QUESTIOW\\ Hanchester Bloomington Madison Kansas City philadelphia Minnezpolis Charleston
ITEM NH IN W1 MO PA MH 5C
t. PRudaesting Approach line item 1ine item line ftem line {tem ilne jtem line item line ftem
PDBS PBRS PBABS MBO
2. MAnalysis of coets basad on {no no no no no yes no
fndicators of performance
3. Imvels of cost analysis - - - organiz. - function or -
performad unit activity
8. Unit preparing PD police police pnlice city city police city
budqget department department department bixiget finance dapartment adminkstrator
bureau department sarvices
9. it maintalning infe police police police clty city varies not done
ne police operations department depactment/ department/ bhudqat finance
city clty buzeau department
controller controller
1. Fxistoence of cost yes yes yes no yrs yes no
arcount{ng system {(expensec) (mxpenses) {expenses)
12. Final dacisinns on Mayar and Commnan Common Police Mayor City City
resonrce lovels city Council  Council Council Roard Council Counecil
13. na)s and objactives {n yes yes no no no no no
appraved hudget
15. Use of cost ar variahle no — - no - yes no
in performance system
17. pPurposns of cost analysis }§-~-~ - financtal r.a., -~ financlal r.a, all no
human r.a. evaluation
equipment contract
ut i) tzation services
19, Abillty to measure the falr poor faic fair poor poor fair
costs of police services
21, Neat for handhook need significant significant significant need significant significant
need need nead need need
4. Repource/mervice levels no no no no no no -

i
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JURSIDICTION

Individual Reaponses from Cities and Countiea

in hiiget
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QUESTIONNATIRE tiouston Des Molnes Atlants Miani Sunnyvale thoenix Rochester
ITEM TX IA GA L CA AT MY
1. Budgeting Approach 1ine ftem 1ine {tem line item a1l perfommance line ltew fine ftem
PRRS budget Imn na
2. Analysis of costs based on} yes no yes VL yan no yes
indicators of performance
3. levels of cost analysis otg. unit - functlon/ function/ tank !’mcﬂon/ function/
performed func/activity activity activity arctivity activity
8. Unit preparing pD police chief police dept. police prlice clty vollce police
budget city finance dapartment department finance Aspartment Aspartmwent
department dspartment
9, Unit maintaining {nfo police pollce city plice clty city police
on police opetations department/ depactment finance dsapartment finances finance drpartment
city department department department
controller
10. Fxistence of cosnt yen yes yos yen yen yrs yos
acenunting system {expennes)
12, F(nai decislons on 7 Mayor and City Manager City Council  police City Council City Counctl mnlice
teqource levelsn City Councll  and Council Depagtment Dapartiaent
13. Geala and ohjectives in yes yes no yes yes no {service yen
apptoved budget {rvelsn)
15. Use of cort as variable yen no yes o yes o yen ‘
in performance system
17, Purposen of cost analysis | all financlial r.a, evaluation - evaluatfon plenning all
evaluation resource resource
contract allocation allocation
services evaluation
19. Ablility to measure the excellent adequate foir poor good excellent adequate
conts of police services poor
21. Need for handhook need need nned - unsure slgnificant nead
need
4. Reocource/nervice levels yes yes no yen no no yos
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" JURRIDICTION

Individun) flesponses from Citfes and Counties

in bulget

S e = ® wxzzy

Q|PSTIHNNA;;£\*~\ Santa Fe Shelhy City Hew Orleana Cincinnatl Denver Honolulu San Diego
ITEM HM ™ LA (2) Ot (2) co HA }2) CA
1. Budgeting Approach - - 288 PRRBS line {tem line ftem line {tem
P83 PaBY program hudget
2. Analysis of conts baged on| no yea yen no no yes yes
Indicators of parfornance
3. 1isvala aof cont analysla function/ function/ function/ organfration «- orq. unlt/ function or
parfarmed activity netivity antivity unft function/ actlvity
activity
B S o > —— 1.
AR, tnir prepacing PO police potice police police polics police police
hndant daspartment comminnsion dnpartment departmant departmsnt dapartment department
Ca. it ;aalﬁra(n!&; info h police police clty potice V police police police
on tmalice opsratinng departmant/ dapartmant tinance deapartment dapartwant department department/
clity finance depactment city flnance
department depactmant
m.” Fuquwiic'; of v-}mt yon y;n yes o you no ‘ yen yrs
arcomnt ing syntem fexpanaas) (axpanaces) {axpangas) {expennes)
12. Firsl dorfelans on \ - - Clry Couhcu ciéy ‘Councn Hayor Mayor Clty Couneil
recmijres Jovals
ﬁ. mh;n and dbiahcrivén' in /ya;w o ycn* yon yes no yas yeos
approved budqget
15. tns of cont as varlable yos no L no no yes no
in parformance syatem
17. purpoges of cost analysis | -- - all all (38} all all
19. Ability to meamure the qood sdequate fair good poor excellent/ sdequate
conts of police services good
2!. Need for handbook - o signilicant unsure slgniticant need neod
nand need
4, bnocrmrr‘n/aorvlco lévnls no no yes nao no ne no
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. JURSIDICTION individual Responses from Individual Responmes from States
e~ —— Cities and Countles
\\ 3
OHESTIONNALIRE n\‘\\ Portland Austin New York City St. Louls i Oregon Ackansas New York
ITEM i OR X NY MO {2)
1. PRudgeting Approach atl - 1ine ftem line item p4:l; line item FoBs
PRBRS ZRB PBBS
7 An‘alyz;l';_;?-;tmts haard on | yes ‘y:;; ’ -_bo,_-_...-m___;_;;, - Yen yes - mn;) -
indieators of performance
1. levels of cost aﬁalysis orq. unit/ furictlnn/ - orq. unlt; i orq_nnlza- - n;qa'ni;:‘;:‘ e
porformeed func/activity activity func./activity tional unit ri{onal unit
A. tnit praparrinq PN police department of police police T state pn]l;:- state }LTES?“ZF’EZ’ESE{«"
byAnat department administra- depatrtment Aepartment department 4B department
tion
9E. Gn.if maln‘rﬁ'nﬁ:z_lnl’o police deporbnentw police -;o-llt'; T :?;HE“ bl;i‘ié'i“ stat;;nllcenasr.atr pollceu
on police operations department/ of adminis- deparctment department department department drpartment
city finance tratlion
H department
: 10, Exliatence af c;\nr » : yéa' ‘ ‘nb o _;es T .;;-n T yea o ym‘ e 9:;(-‘”“ -
! arerent ing ayetom (expensien)
) R T v e mrm e o i e e o e £ i e S & s . et e
. 12, Final decislons on ity Council City Manager  Mayor County Fxec. State State State
i toctuirce levnls and Council and Council leqislature leginlature police
13. Goals and abjectivesn in yen yes yen yes yes no/yés no
approved hudqget
15, Hen af roat as variahle y::‘mm - ‘no . yes TThe . T ‘;ea no - ’
in parfarmance gystem
17, .Purpnw.- nf cont ‘a‘nnflv;la a.ll v ct;nttact all all planning human and financ{al
anrvices financial & financial resource
ovartime human resource resource allocation
fuerl con. allocation allocatlion
19.'Nvi-lity to na;m“u::“t;m’ -l'a}r o 'adequate’ ' éxcellnnc qood qood adequate poor
costs of police services qood
21, Heod for handbook  |nend 5lqnflcan’t‘,’ nesd ;:ed ’ unsure nend net a nend
need
4. 9"£"“"¢°)aer§ic- lovels yan. T e T ae noe “H e T e T Ten T
in hudget
1 .3
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[~ JURSIDICTION

Individual Responses from States

QUESTIDNHMRE'\\\.«_ pennsylvania Missourld Ohlo Texas California Michigan
1TEM —~—_ 1
1. Budgeting Approach line item ZR8 1ine {tem 4:1:) line ftem 288
PDBS PBBS
2. Analysis of coats based on { no yes yos yes yos yos
indicators of performance
3. Levels of cost analysis function or function or arqaniza« function or organizaticnal organizational
prrformed activity activity tinnal unit artiviry unit/function unir
8. Unit preparing PD state police/ satats polics state police - state police gtate police
budget oMe department and OMB
9. tinit maintaining info state pollee/ state palire  varinea .- state pnlice state
on police oparations oMB department accounting
diviston
10. Existence of costk yes yos yeo - yos yes
acrnounting nystem {exprnreg) {expensnea)l
12, Final dacisions on state governor anuarnor - qovernnr/ governor/
toaource levels lealslature st ate astate
legislature legislature
13. Goals and objectives in no/yes yen yes - no no
approved hudyget
15, Une of cnst as variable ves - n - yes no
in performance system
17. Purposen of cost analyais | contract svs., evaluation financial - all tinancial
legne/ and human tesource
purchase resource allocation
. allocation
19, Ahility to measure the falr falr s poor - excellent falr
conts of police nervices
21. Nead for handhook need siqnficant need —— need significant
need ' need
1. Pernurcasseryice levals no no yre yon no ) yea
in hilgnt
1]
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ATTACHMENT A
AGGREGATE RESULTS FROM STATES

Which of the following budgeting approaches is utilized by your police

department?

1 __ Line items
_1 _ Program budgeting (PBBS)
_3__ Zero base (2BB)

S

Other (please name): line item and PBBS

Does your budgeting process include the analysis of costs basged upon
indicators (measures) of performance?

YES

NO

S5
2

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

3__ By organizational unit (e.g., division, precinct)
3 By function or activity (e.g., patrol, criminal investigations)
1__ Other (please list): by organization and activity

rr———

1 No response

Are alternative levels of resources for each unit or activity--along

with corresponding projections of service levels-~typically provided
the budget?

YES

2
6 NO

1-27
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1f 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

Administration
Criminal Investigation
Highway Patrol
Personnel, training

Traffic Division

Came 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
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PERFORMANCE MEASURE

cost per hour

cost per hour, case, arrest
cost per hour, mile, arrest

cost per hour, student applicant

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

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

4 investigations, major offense
clearances, fingerprints, cards
and criminal records processed

% cases, items, crime scene
investigators

4 citations, contracts, paid staff
time, staff hours

%4 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)

e ety

If 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 are

analyzed-
BUDGET HEADING

Highway Traffic Safety (Patrol)

Criminal Investigations
Mministrative

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

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

# cost per mile of vehicle fleet,

turnover rate, equipping, troopers
training

operators examined or reexamined,
accidents attributable to unguali-
fied drivers

inspection stations, stations

visited, & accidents from vehicle
failure

# arrests for hazardous moving
violations, actions of operators

4 crime clearances, convictions,
arson

# juvenile coffenders handled
informally

$# accidents, arrests, criminal
investigations

# written, vision, or driving
exams

% monthly transactions

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

BUDGET HEADING

Department of Highway Safety
{highway patrol)
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PERFORMANCE MEASURE

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

Sy I SR A M
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Which organizational unit(s) within your jurisdiction is responsible
for preparing the police department's budget?

4 State Police Department
3 State Police and OMB

1 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 State Police and OMB

1 Varies

1 No response

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

YES

1 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?

State Police Department

State legislature
Governor
State legislature and governor

No response

1-30
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Does the approved budget establish th i
; . -d e
objectives for the coming year? Potice department!s soats and

3 YES

Areeatint.

2 _XNo

m———

2 Conflict in responses

a—tae—

1 __ No response

——————

1 No response

D

Is cost a variable in the prrformance svstem?

3 YES
2 NO
3 __ No response

I8 cost analysis performed at any ti
t .
budget preparation? Y time of the year other than during
6 _ YES
1__NO
1

No response

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

2 __long range Planning

5 Financial resource allocation

———

-

Euman resource allocation

n

Evaluation

D

2 Contract services

atret——.

1 <
Other (please list): lease or purchase vehicles/equipment

1 No response

——
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18.

19.

20,

21.

If cost analysis has been utilized in resource allocation (other
than during budget preparation), please provide brief discussions of
one or two such studies, their nature and their osutcomes.

gasoline pricing and usage

turnover of patrol vehicles

accident reporting

federal grant monitoring

SRR

Nc response

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

Excellent

Good

Adequate

Fair

Poor

Not sure

No response

Please provide three reasons for your rating in #19.

Excellent/Good/Adequate

access to cost information

adequate staff to carry out analysis

good activity reporting by each trooper

Fair/Pocr
unpredictable effects of inflation

inadequate informction systems
accounting system focused on line items, not police functions

lack of staff expert .e

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

_1__significant need
_4  Need

_1__Not a need
Unsure

1
1 N¢ response
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22.

23.

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

To enhance its relevance to your jurisdiction's needs,

should be covered by the handbook?

what topics

how to minimize respondent burden in collecting cost data

how to perform benefit cost analysis
sample police services to be costed

how to enhance the validity and credibility of cost data

1-33
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in budget

[~~~ _JURSIDICTION Ind{vidual Responses from States
u\
QUESTIONNAIRE Pennnylvania  Missouri ohio Texas California Michigan
ITEM {2)
1. Budgering Approach 1ine ftem 412 Iine {tem A1) 1ine ftem 2B8
PBBS PBBS
2, Anslyais of costs based on | no yena yes yes yes yes
indicators of performance
7 3; Levels of cost analy' In function or function or organiza- function or organizational organixzational
performed activity sctivity tlonal unit activity vnit/function wunit
8. Unit prepacina PD state police/ otate police state police «- ututé police state police k
budget oMB depactment and OMB
9. ©nit maintaining info state police/ atate police varies - state police atate
on pollice operations oMB department accounting
division
. 10. Existence of cost yes yen ves —— yes yos
accounting system {expenses) {expenses)
‘ 12, Final deci;!ons onu state governdi goverhor - governor/ governor/
resource levels legislature state state
legislature legislature
"13. Goalic and objectives irn no/yey yes o >yeu - 7 no no
approved budget
kls. U;ze o co;i: an variable yesn - : nor - i Ayes no
{n performance system
17. Purposes of cost anulynia contract svs. ‘ evaluation financial - o all tinancial
leane/ and human resource
. purchase resource allocation
allocatfon
19. Ability to measure the fale fafr poor - excelient falr
costs of police services
21. Need for handbook need nignticant need - need slgnificant
need need
4. Resource/secrvice levels no no yon ymi o o yes
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JURSTDICTION

Individual Responses from

Cities and Counties

Individual Responses from States

in budget

QUESTIONNAIRE  ~~ae_ portland Austin New York City St. Louls Oregon Arkansas New York
ITEM OR > NY MO (2)
1. Budgeting Approach all - 1ine ftem line ltem mn 1ine ftem PBBS
PhES zba PBRS
2. Analysis of costs based on | yes yeum B n;)x ;:5 yes yenﬂ T nokm T
indicators of performance
3. levels of cost analysis t.)—tg. unit/ iidhction/ - T ““orq:: unit/ o:ga;'z;ﬂ; otrganiza- -
parforme:d func/activity activity func/activity tional unit tional unit
8. Unit preparing PO 4 police department of police police state mi:;—:« atate police/ state police
budgat Aepartment administca~ departmant department dapartment oMb department
tion
9. unit mamtahmq info police department police police ;tate police state police state police
on pnlice operations department/ of adminis- department department department department depactment
city finance tration
department
10‘ r;l;::nce ;f :;ul:” o yes no yes yes zyh;:w T yos yes
accounting system {expanses)
"12. l:inal ;eclnl‘ot;;_on city Council City Manager Mayor County Exec. s}tat:* B State State
resource levels and Council and Council Leginlature Leginlature Police
‘ 13. -coa;u and objncvthn'xs in yes yes yes yes yes no/yes no
approved budget
1§. use of cost ;a */arra'l:i;m" yes no yes no yus no v
In performance syatem
17. ;l‘;[;;?e‘; of"ézst nr;:;;;?; all contract all all plaming human and tinanclal
services financial & financial tenource
overt ime human resource gesource allocation
fuel con, allceation zllocation
19, Abli{ty to ne:;‘ure the fair adequate excellent good good aequate poar
costr of police sarvices good
"21. Heed for handbook "} neea signficant need need unaure need not a need
need
4, Remurc?/?ﬁv?éiﬂv@i?vu; yon no no no no no no
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| . J'IRSTDICTION Individual Responses from Cities and Counties
R
QUESTIONNAIRE ‘\ Santa Fe Shelby City Now Ocleann Cincinnat{ Denver Bonoluly San Diego
1TEM NM TH LA (2} OH (2) CO HA )2) CA
1. HRudgeting Approach - - i1 pans line {tem 1ine item 1ine {tem
PBBS PBBS program budget
2. Analynis _6f— costs based on} no yes yes 0o no yes yes
Indicators of performance
). Llavels of cost analysls function/ function/ funrtion/ organization == org. unit/ function or
performed activity sctivity artivity unit function/ artivity
B activity
8. Unit preparing PD police police police police police pollce police
budget department comaigssion department department department depacgtment deparctment
9. Unit maintaining info police police city police police police police
on pollice operations departmant/ depactment finance department department depactment department/
clty tinance department city finance
department department
) 16: rxiatence of cost yes yes yeos yesn no yas yes
accounting aystem {expenses) {expenses) {expenscs) (expenses)
12. Final decul(;nu on - - city Coun=ll City Council HnyoAr Mayor City Counch
resource levels
13. Goalm and objectiven in yos yes ymn N yes no yen y»n
approved budget
15. Use of cont as variable yen no - no no yen no
in performance system
17. purpones of cost analysis | -~ - all all all all all
19. Ability to measure the good adequate falr qood poor excellent/ adequate
conts of pollce services good
21. Need for handbook —-— —— significant unsuee significant need need
need noed
4. Renoucce/service levels no no yes no no no no
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JURSIDICTION

Individual Responses from Cities and Counties

in budget

QUESTIONNALIRE lounton Den Moines Atlanta Miom{ Sunnyvale Phoenix Rochester
ITEM TX IA GA rL CA AT NY
t. Budgeting Approach line item line item line item all perfarmance line ftem 1line ftem
pBBS budget BB 2BB
2. Analysis of costs based on} yes no yes yes yus no yes
Indicators of pecformance
3. Levels of cost analysis org. unit - function/ function/ ) taﬁkl o ‘ f{mction/ ‘ function/
pecrfocned func/activity activity activity activity activity
8. Unit prepacing D police chief police dept. police police elty police police
budget city finance department department finance depactment department
department department
9. Unit ﬁainéa!nl&g info police police city police city city pnllc;
on pollce operations deparctment/ dapartmant finance department finance finance department
city department department department
controller
10. Existance of cost yes yes yes yes yes yes yes
accounting system {2xpennesn)
12. Final decisions on Mayor and City Manager City Councll Police City Council City Council Police
resource levels City Council and Council Department Department
13. Goals and objectives in yes yes no yes yes no (service yes
approved budget levels)
15. Une of cost as variable yes no yes no yesn no yes
in performance system
17. Purposes of cost analysis | »ll financial r.a. evaluation - evaluation planning all
evaluation resource resource
contract allocation allocation
services evaluation
19. Ability to measure the excellent adequate falr poorc good excellent adequate
conts of police services poor
21. Need for handhook need need need - unsure slqnificant, need
need
4. Renource/secrvice levels yes yes no yes no no yes
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"\\\‘ZURSI DICTION
QUESTIONWAIRE

ATTACHMENT B

Individual Responses from Cities and Counties

in buirnt

Yanchester Bloomington Madison Kansas City philadelphfa Minneepolis Charleston
ITEM NR N wI M0 PA MN 5C
1. Budgeting Approach iine {tem line litem line item 1ine item Jine item 1ine item line item
PBBS PRRS PBBS “BO
2. Analysis of costs based on {no no no no no yes no
indicators of performance
3. Llevels of cost snalysis - — - organiz. — function or -—
petformed unit activity
8. Unit preparing PD police police police city city police city
budget departeent department department budget finance department administrato:
bureau department services
9. Unit maintaining Info police police police clty city varies not done
on police operatlons departnent department/ department/ budqget finance .,
city city bureau departmeant
controller cortroller
10. Fxistonuce of cost yes yes yes no yes yes no
arcnunting system (expenses) (expenses) (expenses)
12. Fipal dacisions on Mayor and Common Common Pollice Mayor City City
rescurce levels City Council  Council Council Board Council Council
13. Goals and objectives In yes yer no no no no no
approved budget
15, Yse of cost as variable no —-— - no - yes no
{n petfnormanne system
s e = «
17, Purpores nf cost analysis |-- -— financial r.a. -- financial r.s. all no
human r.a. evaluation
eqiti pment. contract
utilization services .
19. Abllity to meanurs the falr pnor falr falr poor poor tair
costs of police servicen
21, Need for handbook need slgnificant significant significant need significant significant
nned need nend noed need
4. Rt rures/zervice levels non no no no no no -
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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 foilowing will be explained and dis-
cussed:

. how to formulate the question that the cost analysis will

address
° how to define the service to be examined
® 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 the 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,
alternative 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, oi more future-oriented questions, such as, "what would happen
ifwe . . . ?" Cost analysis, though, is perhaps used at its best:
whenever it beccnes a diagnostic tool, used to locate management prob-
lems before a situation gets out of hand. The only problem worth talk-
ing about is the one you never had.

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 p.oduct 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 codes was
"upgraded" to provide information for five service categories, the num-
ber of accounts would expand from ten to fifty. It should be noted
that the number of object codes and service concepts needed in a typi-~
cal application almost 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 clasgsification needed for a particular analy-

§1s. Management needs change with changing conditions and cost analy-
sis changes with them.
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COMPLIANCE ACCOUNTING LOOKS TO THE PAST WHILE COST ANALYSIS LOOKS TO THE FUTURE

PAST PRESENT-~~ - FUTURE
SERVICE
DELIVERY
INFORMATION
ACCOUNTING FINANCIAL ACCOUNTING
INFORMATION COST
EVENT @ , » FUTURE
ACCOUNTING REPORTED ANALYSTS
EVENT
1;5.
& e FINANCIAL ® BUDGET
STATEMENTS PROJECTIONS
e BUDGET VS ® COST/BENEFI?
ACTUAL ANALYSES
e ACCOUNTS e CONTRACT
RECEIVABLE RENEWALS

& AQUISITIONS
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Some samples of appropriate cost
categories are indicated below.

SER—

In the followin
tions of how co

Our Example:

Our Example: Using cost anal
division of crime investi
patrol officers and dete

EXAMPLES OF COST ANALYSIS APPLICATIONS

Please read through them.

g activity you will be asked to

r jurisdiction.

Planning: Establishing the cost of a police service to
choose amon

g 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 fut

ure costs under changing conditions or require-
ments,

Qur 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.

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 o

bjectives of that service.

ysis to determine the optimum

gation responsibilities between
ctives.
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issues grouped by the six management

provide your own sugges-
8t analysis might be used in you




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 frem 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.

ACTIVITY A

Most police 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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STYLES OF BUDGETS

ACTIVITY A WORKSHEET

! Most municipal budgets are developed, organized, and presented in a
"line item" format. Sometimes referred to as an "object of expendi-

: ture," a "line item" 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 "Chart of
Accounts") can vary enormously, from "postage stamps" to “training."
The first object, postage stamps, stops short only at specifying whose
pPicture should be on the stamp. Training, on the other hand, is con-

f 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 "food and ice" (another famous line item).

Some styles of budgeting are also more focused on results achieved
! rather than goods consumed. Such budgets are referred to generically
L as "program budgets,” meaning that the focus of the budgeting process
i is not on stamps (inputs) but on things to be done and goals to be
| j achieved (outputs). Since services are outputs, program budgets are

i inherently more service-oriented than line item budgets: pPrograms are
| usually described in terms of the collection of services they consti-
I tute.
{
|

! COST CENTER BUDGETING

While line item budgeting tends to be the dominant style of municipal

j budgeting, a large number of jurisdictions use a form of budgeting that
; implements programmatic thinking. Such jurisdictions arrange their

’ budgets in "cost center" formats in which the total police department

; budget is presented in segments that correspond to major divisional

f elements (chief's office, patrol, investigation, and services). See

ﬁ Exhibit 2-B.

i

(
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Each division, such as Investigation, is further subdjvided into con-
stituent "cost centers" such as '"Crimes Against Property."

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 some 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 costs of operations, which
are the way budgets usually are 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 AT DEFINING SERVICES

In an organization as complicated as a police department, how can a
complete list of services be assembled? Start with your budget: if
you have a program-oriented budget, it should contain information about
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.

2-12

Sinc? even a good program budget will rarely give a complete list of
services that are being provided, another approach should be used as
wgll. Most police services involve the time of personnel
nient way of looking at police services is to see how all services
together account for everyone's time on duty. If officers are not
eggage@ in one service, they are engaged in another, A day's activi~
ties might include court appearances, motorized patrol, responding to
c§lls for service, locating and arresting suspects, writing parking
violation citations, 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:

. gb§ervable, S0 you and I would agree on what that officer is
oing

° §xclusive{ $0 if the officer ig doing one thing, he or she
1s not doing something else at the same time

® homogeneous, one instance of that service ig reasonably simi-
%ar in what is involved to perform the service to other
instances,

O0f the three standards of observable, exclusive, and homogeneous, the
second one--exclusive--has particularly dicect bearing in police work,
si@ce.police officers often engage in more than one service at a time.

incidental activity such as issuing parking tickets. In such situa-

tions, considerable care must be used whenever a non-exclusive gervice
nmust be costed,

2-13
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SELECTING A UNIT OF SERVICE

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 "the investigation of a
(one) burglary." If the service in Question is street patrol, the unit
of service might be “patrol of one mile (or block) of street."

QUANTIFYING SERVICE UNITS: MEASURING OUTPUT

The goal of public expenditures is the delivery of services, and guan-

tifying service units is one way of measuring the delivery of services.
Simply put, one must count the number of instances of service 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 were investigated?

® how many assaults were cleared?

. how many hours of motorized patrol occurred?

[ how many miles of streets were patrolled?

2~14
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A NOTE ON CLARITY

5g§tre;sons 9f clarity, a distinction should always be drawn between a
u o] serylce and 1ts'volume Mmeasurement. A ynit of service ig
ways one instance of jts delivery, while itg velume is always "the

humber of ... Both concepts are im
different and should be treited as sugﬁftant' but they are conceptually

CHOOSING SOME FROM MANY

The four examples of volumes of 8 i
ervice delivery for assault
ESat are given above fgll into two groups in the sense that gh:ngiggtrol
Wighs:gze::m:o@ewhat S:ﬁferent methods of 2asuring "outputg" that deal
issue, ¢ assault problem." The second tw
show different ways of measuring the same reality: patrol? e?:mgﬁ:s
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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 SERVICE VOLUME MEASURE

A hackground check Number completed

completed.

Records Bureau

2~16
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ORGANIZATIONAL UNIT

1. Narcotics Bureau

2. EWAT Team

3. Investigations Branch

4. Communications Branch

5. Traffic Division

ACTIVITY B WORKSHEET

UNIT OF SERVICE

VCLUME MEASURE
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ORGANIZATIONAL UNIT

6. Crime Laboratory

7. Legal Office

8. Patrol Division

9. Internal Affairs

10. Air Support Unit

ACTIVITY B WORKSHEET
(Continued)

UNIT OF SERVICE

VOLUME MEASURE
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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 neaded, 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 decisicns. If there is no agreement with the process, the likeli-
hood of accurate data collection is tremendously reduced. In most
instances, the "source 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 NOT DELIVERED IN ISOLATION

A police 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 covarage 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 the 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 cinsidered 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 C

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

] Chief's 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 assiste 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):

2-22
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COST CONCEPTS: 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," displays a subdivision of costs into
"direct" and "indirect," with each category being further subdivided
intc its "building blocks." 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 information is
stored in a "typical" municipal accounting system. Indeed, the princi-
pal difficulty in cost analysis is to take cost data as it is main-

tained in accounting systems and to reassemble this information in a
form that facilitates decisionmaking.

The major subdivision is between "direct" 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
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Personnel <

Benefits
DIRECT

equipment

Other direct <
. supplies
CcOS

departmental
Administration<

municipal

INDIRECT:

operating costs
Facilities <

capital costs
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GRAY AREAS

While this distinction between direc
clear, the situations that often are encountered in practice can be
anythirg but clear. In the case of direct costs, employee benefits
are sometimes lumped together in one central account. As a practical

to apportion a centralized bene-
fits account to individuals in a specific program. One method to get

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 puint is that the more

estimation is used, the less "direct" the resulting numbers would seem
to be.

t and indirect costs secms quite

LOCAL VARIATIONS

In practical situations, the notion of "indirect"
siderably from one jurisdiction to another.
provide many services to departments from "revolving funds" or "inter-
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 department 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.

costs can vary con-
Some local governments
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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 administration or accounting
is not necessary in order to be able to determine how iransactions are
handled and 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 uce of equipment can be a major technigue 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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Type of Cost Direct
Wages X
Vacation X
Personal Days X
Sick Leave X
Other Leave X
Insurances: X

-Health

~Life

-Dental

-Workmen's Com-

pensation

-FICa

~Civil liability
-Vicarious liability
-Malfeasance liability

Pension Con- X
tribution

Recruitment &
Basic Training

Office Supplies X

Vehicles:
Depreciation
O &M

Data Processing X

Facilities

EXHIBIT 2-D
CHECKLIST OF DIRECT AND INDIRECT COSTS

Data Sources

Payroll Records/
Personnel Office

Pay Plans

Contracts

Actuarial
Valuations

Personnel
Records, Civil
Service Com~
misson

Central
Supplies

Fleet
Management

Accounting Records

Public Works

Assessor's Office
2-27

Cautions

~Are lump sum payments
(e.qg., 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
fixed 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 highly appropriate as analytical foci when
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 come 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.

2-28
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TYPES OF COST: A DIFFERENT
PERSPECTIVE
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COST CONCEPTS

The concepts of direct cost and indirect cost provide a basis for one
approach to cost analysis, an approach that stresses the organizational
structure of the jurisdiction. The concepts of fixed cost and variable
cost lay stre.s on those cost elenents that are hard and not-so-hard
to change. BAdditional cost ccncepts which view cost from other per-
spectives will also be helpful. Exhibit 2-F, "Cost Concepts," provides
a list of some widely used concepts that are helpful in performing a

cost analysis.

Each of the cost concepts listed in Exhibit 2-F is useful in under-
standing some aspect of management's re<ponse to cost situations.

Fixed costs, because they tend not to nge with changes in service,
are more difficult to reduce in the s! run than variable costs which
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 timeframe 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 achieve 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, operation of
training facilities, field service training, performance reviews, and

salary dvring training.

If the total typical annual cost of "putting 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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appro§ch vould be except%onally meaningful if a police department were
egpey19nc1ng'unusually high turnover, since new police officers require
significant investments in training.

The concept of marginal cost first arose in manufact i

It refers to the fact that if sunk costs are ignored?rigg §§Z:rg?m;?§f'

ducing one more "unit" is only the cost of the extra materials con-

sumed. In a situation where it is desirable to encourage consumption

of the product, marginal cost pricing (because it is less than total

cost) is a "no loss" (if no gain) pricing technique. Unfortunately

%g:ﬁlpggzsggﬁents gre ggimarily dedicated to delivering services raéher
oods s i 114 i

kit togl? + thus reducing the utility of marginal cost as a

Tpe 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
method§ of.delivering public services. It seeks to determine the
geductlon in expenditures that will occur if various productivity
improvement efforts are 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.q., rent),

a cost that increases/decreases with increases/decreases
in the amount of service provided (e.q., salary).

a cost that has already been incurred (e.q., 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 »f accounting which provides for assembling
and recording all of the elements of cost incurred to
accomplish a purpose, to carry on 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,

2-32

Concegt
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).

comgaring 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
acquisition, since it seeks to avoid unnecessary future costs. While
the benefits accrue over time and are not realizable immediately, the
improved performance provided by equipment purchased with lifecycle
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 changed over time?
What portion of the total cost is "overhead" (departmental and govern=-
mental) and why? What are the major components of the total cosct:
personnel, equipment, supplies?

Unit costs are a valuable management tool because they relate "inputsg"
to "outputs": they relate expenditures (appropriations) tn the purposes
of expenditures (public safety or public health, for example). Pro-
perly used, unit costs can be a barometer of administrative "health"
(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 comparisons with the private sector or other governments.
Even a very iow 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.

234

For example, if the issue is pricing a service to recover costs, the
appropriate cost concept 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 cost 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, "The Management Options Matrix." 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, "The Costing Matrix." 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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Workload
Cateqory

Larceny

Traffic Accident
Personal Injury

Traffic
Violation

Disturbance
Vandalism
Animal Call
Ambulance Call
Warrant Service
Abandoned Car
Loud Noise
Residence Check

Escort

THE HANAGEMENT OPTIONS MATRIX

ACTIVITY D WORKSHEET

Eliminate | Reassign Reduce Co-Produce | Privatize | Civilianize | Substitute | Charge for | Status
Service Personnel | Service Service Service Service Equipment Service Quo
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Management

Options

Eliminate Service
Reassign Personnel
Reduce Service
Co~Produce Service
Privatize the Service
Civilianize the Delivery
Substitute Equipment
Charge for Service

Stat.s Quo

ACTIVITY D WORKSHEET (Continued)

THE COSTING MATRIX

Direct
Cost

Marginal
Cost

Fixed
Cost

Unit
Cost

Vaiiable
Cost

Avoidable
Cost

Lifecycle
Cost

Total
Cost
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VRIGHT" 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 against the needs of other parts and
sometimes balancing the needs of a part against the needs of the whole.
As such, there is no single "right" answer to a service delivery prob-
lem; only knowledge of the specifics of the case in question can reveal
what is, perhaps, the best choice. As such, any of the columns in the

Management Options Matrix may be an appropric.e manayement response to
a problem.

Given the respruse you chose as your management response on the first
worksheet, wha! :ost concept did you choonse on the second worksheet?
If you frequenty checked ‘avoidable cost,' you would frequently be
right. 1In general, when changes are being designed to cut costs, the
proper cost concept is avoidable cost, since only the money saved is
appropriate for the decisiocn process. This, 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 custs hacause 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' 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 exmanded
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 expendi-
tures because only when all the ‘inputs' 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 ascembled ran
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 recover that cost. Pricing is a management deci-
sion process that, idecally, 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 sociaety of a subsi~ ;
dized price (e.g., free libraries), or the use of marginal cost pricing ;
to encourage consumption. i
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SESSION 3

DAY 1

APPLICATIONS OF COST TO POLICING

[ 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 usge cost analysis?

() How can police executives best use cost analysis?

) When should police executive use cost analysis? and;
‘ !

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

Cost Analysis only recently has been given serious attention in public

administration. Up to now, there was little énterest.eventln Zggz;?g
the costs of particular services--more empha§1s was leez op
mance effectiveness than to the cost of a unit of service.

A CHANGING PERSPECTIVE

i I 5:
That perspective is gradually changing, however, for several reason

® local governments have been hard-pressed in the direction of
cost containment and cost cutting

° taxpayers are now becoming as interesteq in tbe c;zt :§525~
tiveness of services as they once were in their effec
ness alone

ini roactive in asking
ublic administrators have become imore p '
* gost questions on their own, rather than only reacting to
questions from others

i ively to control costs
ement methods once applied gxc1u51ye
: ?:n:ge private sector are being increasingly used to manage
costs in the public sector.

All of these reasons are grounded in thehfiscgl sgggizeggéiz :zglggcurred
i i untry since the early 70's. There is conside C
32b§225a§3 gonZern with regard to the flqancial condition of 32§n§:§;:i,
states, and nation. Understanding what is meant by the term
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condition" is pivotal to dealing with the effects of fiscal stress and

the role of cost analysis as an effective tool. Financial condition
has multiple 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 Solvency - government's long-term ability to pay out
all the costs of doing the business of government; as such,
it includes expenditure obligations that normally appear

each 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 "sound" financial eendition due to
cash, budgetary, or even long-run solvency, but still may be
unable to design and deliver (or support) an adequate level
of requested, required, or mandated services.
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PRODUCTIVITY |

Productivity has become a prominent national issue. No manufacturer 4
could expect to stay in business very long, if he could not tell you g
precisely his cost per unit of product 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 unif costs
already have been felt in many branches of the public sector.* And, a
variety of productivity innovations already have been implemented 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 betwaen jobs

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

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

SR

centralized city-wide purchasing not only has resulted in
lower per unit bids, but also has reduced inventory and
storage space requirements, 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 costs--whether measured by tons,
route miles, or households--have been achieved through such innovations

as:

more effective 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.

REDUCING PER UNIT COSTS

It is difficult for an
; yone to look inside hi
s:emwgere rgductlon§ in unit costs are posgzglgr Moo
lemsa eFea51er by dividing the problem area inté s
- For example, the problem of reducing the pe

sponding to call : -
problems. s for service actually involves se

wn profession to
Sometimes this task
everal smaller prob-
r unit cost of re-

veral different sub-

TIME PER SERVICE UNIT

It may take a half-hou

' r or so to co
call for service. How could this tm
the average unit cost?

'plete tbe work involved in each
ime requirement be reduced to lower

° provide job aids, such as ch i
Aty ' eck lists or c
simplify the task of gathering informationameras' te

o better distribute unit
’ s on patrol to minimi .
when responding to a call for Service inimlize travel time

° better control the numbe

r i : . :
back-ups are requested. of times multiple units respond or

LR LAY
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NUMBER OF RESPONSES

A second area of potential savings is in reducing the number of calls
for service that require on-site responses. How can the number of

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 ho i i
: W to maintain a capabilit
respond to peak loads in calls for service without adding to unZo;;it-

ted time.

What can be done to reduce these costs?

prioritize calls by type and urgency of the response required




PROACTIVE MANAGEMENT

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 proactive 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)

3-10
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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 staff 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)

personnel may be inadequately trained to be fully effi-

cient (for example, in conducting a preliminary investi-
gation)

records on the number of units of service delivered may

be incomplete or incorrect (traffic warnings may not be ‘
considered along with traffic citations)

3-11
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i ired for the
- how the amount of time and resources require '
service were established may be inaccurate (the sampling
study may have been too limited)

. how the mission and responsibilities of the.dep§rtmeny might
be affected by a change in the way the service is dellvergd;
most changes will in some way impact service delivery, an
you have to know:

i i ill be compro-
- whether the effectiveness of the service wi e €O
mised by a change (delaying responses to low priority
calls)

- whether the organization of the department wi%l have to
be modified to achieve the change (reduce or increase
the number of supervisors)

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

- whether the consequences of a change would 51@ply
increase the cost of another service.(decrea51§g th?
time spent by an investigator by‘hav1ng’the crime lab
respond automatically to all serious crimes).

If, after going through these poss%bilit%es, the need to reducg Eze
cost of a particular service is still evident, hgw do.you go a ;
developing a cost-cutting strategy? How do you identify ways o
increasing productivity?

3-12

et S ot Y

e

g

et e

e R R s T e

BASIC PURPOSES OF ACCOUNTING

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.ine 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-
tiorn is accountable.

The classic accountant has a financial responsibility and is concerned
with the historical, custodial, and stewardship aspects of external
repoiting. 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 te product units, jobs, or departments for the principal
purpose of determining the value of inventories and net income. Today,
cost accounting is almost indistinguishable from management accounting
or internal accounting 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 PURPCSES OF AN ACCCUNTING SYSTEM

<
~ INTERNAL PURPOSES

ROUTINE PURPOSE

1. INTERNAL REPORTING FOR PLANNING
AND CONTROLLING ROUTINE
OPERATIONS

NONROUTINE PURPOSE

2. INTERNAL REPORTING FOR USE IN
MAKING NONRECURRING DECISIONS

N\ Z

v
EXTERNAL PURPOSE

3. EXTERNAL REPORTING TO OUTSIDE
PARTIES TO WHOM THE ORGANIZATION IS

ACCOUNTABLE

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:

v Scorecard questions: Am I doing well or badly?

) Attention-directing questions: What problems should I look
into?

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

The scorekeeping 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.ccting advice to the
executive. The scorekeeping and attention-directing questions are
answered simultaneously when actual results are compared with budgets
or previously determined standards. The traditional needs of account-
ing such as the collection, classification, and reporting of data are
served by the answering 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
accounting enables both internal and external parties to
evaluate organizational performance and position.

Helps answer the question: 2am I doing 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
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MANAGEMENT FUNCTIONS WHERE COST ACCOUNTING IS USED

comprise the routine work of an organization and can be classified into

° Planning

° Budgeting

® Controlling or managing

° Evaluating

. Pricing

] Reporting
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EXHIBIT 3-B

USES OF COST INFORMATION

Each of these functions can be defined:

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

f ‘
| Cost

; i Informa-
° Budgeting. The decision to allocate money to programs, func- i tion
tions, or organizational units to achieve the agency's objec- ;
tives. j
g
| .
° Controlling. The monitoring and managing of the day-to-day § '
execution of plans and use of allocated resources. : i v

® 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. ~

i
[ 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.

Cost
| Informa-
tion

Adapted from: Robert N. Anthony and Regina Herzlinger, Management Control in
Nonprofit Organizations (Homewood, lllinols: 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, pricing, 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
any one area are likely to affect each of the other areas. A faulty
planning assumption 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, incompiete, 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?

Pl ing % jurisdict3
anning. 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 thoge objectives, and the selec-

tion of the strategy that makes the best use of available

resources.

Budgeting. i j i
geting. 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 cne of the main factors used in evaluat-

ing performance.

Pricing. 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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REPORTING THE USE OF COST ANALYSIS
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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.

PLANNING

Every organization plans to scme extent. This process often begins
with existing information including historical financial or cest 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 Their 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
decisionmaking 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.

3-24

PR

a1

B R

R

Example:

The Phoenix Police D
: epartment . i
of purchasing, renting, or 1eazgz;Y&ed marna rative cost

cles. ; its unmarke . C
tially i:szas dete;mlned that yearly leases wegepgiggiavfhl
éxpensive than monthly rental, and be;ame mgre

economi i
years?lczi :ﬁg: c1?y-own?d vehicles after four and one-half
value. mric i 201nt, c1ty-oyned cars lost their resale

St study contributed to the recommendation to

lease unmarked vehi
i .
years. cles on a Yearly basis for at least five

The cost factors, ass

. umptions us i .
graphic comparison of ed in the comparison, and a

expenditures are shown in Exhibit z-p
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EXHIBIT 3-C
ATTACHING COSTS TO OBJECTLvVvES

Sample From a Large Mid-Western Community

INVESTIGATION - GENERAL

To provide professicnal investigative activity to maximize successful
prosecution of law violators.

SPECIFIC OBJECTIVES:

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

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)

To maintain 1979 clearance rate for famil viol
$340,000. Y ence at a cost of

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

To maintain 1979 clearance rate for robbery at a cost of $56G,0060G.

To maintain 1979 clearance rate for assault at a cost of $400,000.




EXHIBIT 3-D
COST FACTORS AND COST ASSUMPTIONS
LEASE VERSUS BUY ANALYSIS

PHOENIX, ARIZONA 1979

CITY OF PHOENIX RENTAL CONTRACTS AND YEARLY OPTIONS

Lease costs and City equipment maintenance costs will be affected

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. Th%s allows the lessor to
equip a vehicle with options that will improve the return on
resale without any affect on the city lease cost.

Leased vehicles will be replaced each year with new vehicles.

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

Communication equipment is not required in lease vehicles. Hand

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.
COST AND OTHER ASSUMPTIONS
1.
by the same inflation rate.
2.
3.
4.
5.
6.
held portable radios will be used.
7.

The lease is for one year.

BUDGETING

Budgeting typically represents a decision point in the planning pro-
cess. Most municipalities and agencies use a traditional 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 sometimes conflicting purposes. The
most basic purposes are accountability and control. The competing pur-
poses of predictability and flexibility are often a s

ource of conflict.
Modern methods and techniques designed to make the budget better serve

economic management and Planning purposes are Leing 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 techniques 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 techkniques being used in police operations,
although the traditional approach predominates.

Example:

Onondaga County, New York.
has developed a computerized
a new and important twist.
ask questions later"
determines the result
set.

The Onondaga County Sheriff's Department
version of zero-based budgeting (ZBB) with
Instead of the often costly "chop first,
approach, this new system, "level X funding,”

s of potential cutbacks before allocations are

Four key questions are asked of each unit commander
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 irn 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.

in the department

The data processing staff use
Although it is an on-line sys
oriented,

s the Onondaga County computer system.
tem, reports regarding ZBB are batch-
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Now, an inquiry can be based on statistics and w%ll yield a.reagonably
good portrgyal of the impact of a potential service cut, which incor- q ; EXHIBIT 3-E
orates an understanding of the cost and output of programs. Thg sys-
gem allows internal audits of each category and raises accountability ‘ _ RESOURCE ALLOCATION PLAN
to new heights ‘ ; Sunnyvale, California
. : FY 1980

ZBB has been criticized because it is inflexible or difficult to ! ' . ‘
change. This technique makes modifications and considerations of f Program Number and Title: 411 Police Services

alternatives easier.

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

Example:

Sunnyvale, California. The City of Sunnyvale uses multiple years bud- ; .
getsygor each of its agencies. Budgets are projected forward ten years i Fiscal Year Work Hours Total Cost
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,d§29r1~ l Actual
fice a certain degree of responsiveness to changing economic conditions | ‘
: . ] i | 197475 161,198 $2,026,681
and other unpredictable circumstances ? ; 1975-76 174 555 2:604:858
j | 1976-77 174,585 2,733,216
! 1977-78 182,954 3,337,176
j Estimated
§
j 1978-79 192,739 3,887,861
i Proposed
1979-80 192,164 $3,922,193
Projected
| | 1980-81 192,164 84,217,726
i ; 1981-82 192,164 4,535,150
1982~83 192,164 4,874,466
1983-84 192,164 5,239,321
1984-85 192,164 5,593,230
‘ 1985-86 192,164 5,979,031
| i 1986-87 192,164 6,370,372
ﬁ 1987-88 192,164 6,800,901
1988-89 192,164 7,260,619
&
j i
3-30 gi 3-31
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CONTROLLING

Historically, the word control refers to control over the expenditure
of public funds or making sure that money is spent in the way that the
legislatures and executives through their plans and budgets said it
was to be spent. The planning and budgeting process establishes the
baseline or standards for control. Systems for control begin by mea-
suring actual performance against those standards. Simply knowing at
the end of the budget period that money was not spent correctly or that
the department was "out of control" is obviously not good enough. The
system should have an ability to predict or indicate problems in
advance, feedback actual results on a regular basis, and use that
information so that corrective action can be taken. Corrective action
might include adjustments of the standard, changes in priorities, a
reorganization of staff, disciplinary action, a special evaluation, a
change in reporting, or any number of other possibilities. Managers
must take care to analyze the reasons for variances in performance, so
that staff are not improperly blamed and so that actions which 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 measurss are routinely monitored on a regular basis, they are
being controlled.

Example:

Sunnyvale, California. The most typical example of control is the bud-
get performance 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 contributed
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
control}lng in that it is not done rountinely on a day-to-day basis.
Evaluation requires standards. If standards are set by the planning
and budgeting process, these are often used or refined. If not, stan-
dards @us§ be established for the evaluation. Care must be takén when
es?abllshzng 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, th -
tions would be irrelevant. Jeeh, Fhen cost evalua

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 evaluations 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.

Cost evaluations are directly linked to the planning and decisionmaki
process. The tgpical application in police operatigﬁs will focus on °
?he cogt 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 pianning process.

Example:

The St. Pouis County Pol%ce Department did a study of its use of heli-
copters in patrol oper§tlons which concluded that the helicopters were
too costly for their limited effectiveness. A similar helicopter cost

2;3:{ by the Norfolk, Virginia, Police Department reached the same con-
on.

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 5 ’
considered included:

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

° doing nothing

® prevention of the loss of life
® placing emergency communications equipment in
a fixed auxiliary site

! ® reduction of pain and suffering

® using small, strong, transportable emergency i |
communications kits : ]

) reduction of property damage

™ installing mobile but secure communications ? . , .
g | . increased aid of other kinds
system. |
)
|
. . . , f : i id o ity from other
Three scenarios, each of which would cause a breakdown in the existing ¢ ;3§§:zs:gizigs‘endered to the city f
communications system and require the use of the alternative system, , P :

i
were identified for use in comparing the cost benefit of each alterna- !
tive. The scenarios included:

The cost of the alternative systems was based upon quotations given by
the supplier of the present communications system, and the only sup-h
: : ‘ plier which could maintain compatibility with the present system. The
y A power outage in the City of Sunnyvale cost of the alternatives was compared, assuming acquisition and life-
cycle expenses which include installation, training, operation, and
maintenance. All costs and cash flows were converted to net present
values for each alternative for the purpose of comparison.

° A major fire or chemical spill

i The analysis resulted in a recommendation to lease the mobile communi-
i - ) § cations system. This was not the cheapest of the three systems. How-
¢ A devastating Santa Ciara County earthquake. 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 weakness 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 police 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 fized 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

Execution
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EXHIBIT 3-G

FY 83 PATROL SERVICES CONTRACT

Option I
Average salaries + 5% $ 22,598
FICA 1,513
Retirement 1,581
Insurance 960
Uniforms 209
Per Deputy Cost $ 26,852
No. of deputies required to
fulfill contract 5
Sub-Total Personnel Costs $ 134,260
Auto (Cost $9,500 - 500 salvage) + 2 4,500
Fuel & Maintenance @ 21¢/mile 12,600
Radio (cost $4,085) <+ 10 409
Visabar (gost $1,157) < 5 231
Install and Maintain Equipment 240
Emergency Supplies 800
Per Auto Cost $ 18,780
X autos required 1
Sub-Total Equipment Costs $ 18,780
Sub-Total Direct Costs $ 153,040
Indirect cost @ $5,672.31 per deputy $ 28,362
GRAND TOTAL $ 181,402

3-40

Option II

6

$ 161,112
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REPORTING

Reporting is the eg
end product of .
format is dict of the accounting cycle. :
the °rganizati2§e:ngybthe requirements SPECifiedjgy thel;:ngezlgn {ths
able such as local Yy external parties to whom the syste gers within
+ state, and federal governments. The sgsi:magco?nt-
. esign

In addition :

should be abfg Essgzndlng to known reporting requirements, syst

and to unforeseen ciigsxgtso one-time requests for cost iﬁfoZﬁazzsn

costs for speci ] nces such as identifyin i

For this thzegl:i Services rendered during riotz agaagghgicherlng

detailed the o¥ga§? m:§t be flexible. As'a general rule thlsaSters'

. zation's account , ’ € more

in r { . s, the mo C1ifv 4 b e
eassembling cost information to meet spegiafl$Z;€:izty tt will have

s.

Exhibit 3-H shows an organized
reports an A 2 ed way of looking at the t»
functions,daggei;r;:%aglggshlp between cost informatiéﬁpegagﬁ :;Stt
accountsble. It cate udiences or parties to whom the érganigat?n i
ing, and impact Thogorlzes cost by type, organizational level lgg .
reports Ordinafil n se.cells marked with an "x» identify the tl of
model mail surye Ya EQE}red bgsgd upon the findings of the pr Ype of
Specific types OZ cgst giigizgs;:s; The survey also identigizgrige
Elrneian amurces. ooy ot Fpepec e Sy 5SS bt

s 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.
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EXHIBIT 3~d

TYPES OF REPORTS
Kind of Primary Management Contributlon Primary Turget Audisnce
mnlonm;m" Planing | Budgeting | ControMing | Evalusting |  Pricing ptpbirell i:'pb. é;’:«o:ung E&‘kncr’;ql El?c‘:li" o penersl
Personne) Costs % x ® *® % x X X
;é Nonparsonne! Costs x x »® *
E indicect Costs v x % %
& Full (Tota?) Cost % b 4 X X x X b4 X x
Unit Cost X x x x X X X X
3 Speciiic Service b ® X X % X X % % x o
2 [ggrenr x | « x | x
§' Department.Wide x x x x x
ool ® x ” X X X »
Historical X % % x x x
_ | Current Perod x % x b4
é ;l:lc'al Year-to. % »® ® %
£
g Projected b g x % X X ®
ool
| gomntre X X x x X x
Budated x x x x x x % x
33 ety ciraness X X x X x ® % x x x x
&3 s x x x | x




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:

© Whenever 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 operations is
being considered such as a reorganization,
expansion, or consolidation of precincts, ser-
vices, or personnel

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

° When revenues and expenditures are out of bal-
ance
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When ext;emely sensitive issues are involved
in a decision such as g proposed change in
:23 number of community relations officers,

When commonsense good management requires it,
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WHAT ARE SOME OF THE PROBLEMS 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 irrel-
evant or unnecessary. More attention has been given to documenting
services provided with level of effort ana 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 reporting methods are often too compli~
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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Managerg have a natural reluctance to develop yet another basis
ugondwhich their performance or programs may be judged or critj-
cized.

The responsibility for financial operations and accounting belongs
to an independent department servicing all local government agen-
Cles. There may be a history of conflict between departments, a
lacg of capacity in the financial offices, and an inability or
unwillingness to respond to the particular demands of any one
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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 with 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 require 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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POLICE MANAGED
RESPONSE SYSTEMS

) SITUATION:

The current workload difficulties faced by many departments stem 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 understarffed 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 bPercentage of calls are
for crimes in pProgress or for emergencies
where a rapid mobile response is seen as
necessary 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-mobile responses;

e 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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e THE FPROBLEM:

EXAMPLES OF ALTERNATIVES

Most departments have not sufficiently explored the vast range of ‘
alternative or optional responses that are available to them in order 1
to respond to the variocus catzgories of problems that are called in '

to the department. e IMMEDIATE MOBILE RESPONSE GCPTIONS

Even in those agencies that have addressed this issue of alternative % e one-person mobile unit
responses--e.g., many ICAP and MPO agnecies--their approaches have been ¢ e two-person mobile unit

too limited. Usually such agencies have established prioritization i ® one or more units

schemes that prioritize a dispatched response only or have installed 3 ® non-sworn units

telephone reporting units (or expeditor units) in order to handle ; .

certain types of incoming calls by phone rather than by dispatch of e DELAYED MOBILE RESPONSE OPTIONS

a patrol unit.

one-person mobile unit delayed for a set peried, e.g. one hour

Recent research and demonstrations, however, have suggestad that a two-person mobile unit delayed for a set period, e h
’ cgo ? one our

more comprehensive review of the mannexr in which an agency handles a mobile unit that is scheduled to respond b 4
its call intake procedures can suggest new ways of determining how a given set peiod, e.g., next da g . z;on
incoming calls that have been reclassified can be handled by the ’ e a roving mobile unit that i; sent ouz .29012 ent
department. Further, recent demonstrations have suggested that as many beat to another beat within a sched ls; et ?

as eight to ten different types of responses can be develoved and used e.g., within next three hours ':h? aPPOLnFment,
by an agency besides the traditional response of dispatching a mobile hours or within next eight
unit to handle some calls.

e NON-MOBILE RESPONSE OPTIONS

e APPROACH TC THE PROBLEM:

Two major steps have been taken by some departments in order to create ¢ tglgphone report-taking by Teleserv Unit or Expeditor Unit
a2 new revised response system based on the prior reclassification of e citizen wa}k-%n to report at station
incoming calls for service. Thus, these two steps assume that some ® citizen mail-in report
reclassification has been done (Component 1) and that the new classifcation : ‘ e referxal of call to other agency
ccheme is to be used in order to construct a new reponse system. 1 o o telephone "counselling” by non-sworn police
: - paraprofessicnal or civilian employee or
The two steps are: _ ; volunteer;

i : . sgrviges provided at station by paraprofessionals,
‘ civilian staff, or volunteers for walk~-in clients
o Identification and Selection of
Types of Responses Matched To
Categories of Classified Calls 3 MATCHING RESPONSES TO
I CATEGORIES OF CALLS

e Revision of Call Intake Procedures ; ] ® Matching types of alternative re :
X t % Lnc sponses to categories of
and Training of Call Intake Personnel ’ classified calls is usually done by a process og plannin
and Others So That An Approprilate and analysis. "Formats" or "Matrices" have been construzted

Match is Made Between Individual Call by various depa
rtments and a 5 ; :
and Response Type Chosen process. P nalysts as tools to aid this

e Pt

] ?everal diffe;ent examples ¢f such formats are éresented
in the following pages and each will be explained. Differences

are due to local variations in policies and capabilities of
each department. )

350 )
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Process:

RESPONSE ALTERNATIVES

SWORN

NON-SWORN

NOM-MOBILE

IMME GIATE
EXPLOIE
ROVVINE
APPOINEMEND
IMM! IAIE
execiie
nounne

AR PCHHEMENT
TELESHOHE
WAL K 1N

MAL 1N
RETENNAL

B RESPONSE

FIGURE 1:
GENERAL DIFFERENTIAL RESPONSE MODEL

TYPE OF INCIDENT/HME OF OCCUNNENCE
CAAJON T | sorennai MIRON

MA IO PROPENSY POTENTIAL PHOPERTY MINOR PROPENTY OHEN OIEN
PEASOHAL DAMAGES PEASONAL DAMAGE/ PENSONAL DAMAGE/ Mion MIION
IHURY 1055 INJUIY l.QSS !llJ!l!\Y (X113 ClllMg ﬂ()N ('.IIIME
(%1 4“3 ¢ (] [
i g Wl o é o @ w i il @ #
a1l < Tl < a8 ) < [ IS [ B [ I [
ol = ol 2 BERPREAE A E o)z A E 8]z
HHEHHEHEEHEEHEERHEBAHHE
1 E1012)151812)€18]121¢€18 E18] 2181812581218 18
H

Each classified call--see Component l--is matched in this format. wMatching is
twoe dimensions: type of incident cr call and time of occurence.
are of three major types: sworn mobile, non-sworn mobile and non-mobile.

SOURCE: Police Executive Research Forum

Mmasced on

Response alternatives




— FIGURE 2
]
i

NESPONSLES .
] binetsediate Molute Stpvine D1 FFERENTI AL l ESPONSE MODEL
€3 Coded Emsigern s b cprame I N J U R Y b 4 ] M E Lonsiihoud of Non Coime Chotactny
(4] Velsyet Mutate Il . 1w Cume Hotsds And Purpuie s AL Avaadutity | Diparch Pulny
[ Helotral fCHIMES] Appeehisnaion Patantisl Oceamrence o1 Catt Scone ot Witswised Overinte
[ Enpediter Uit {1el phane . o -
Hegting) § E S g
[{'} Guenmnun stiuis Lol 1wk g ; g . E.‘ g § g a
wi Wath o Hepotting ek 3 5 g £ ; i ! 5 g H !
HH Ho Polite Nnpunse Hequnis Mall Putential g an «Z .'-n TE Potentisl : 3 3 [ 3 g
. Witait sstabiinbinl 10isatea col A ' Jentel & g E ;'i ;i 5 E tamedistely i i i 5 g §
- 3 H 8 -
Atities Al Scons Prosent Ela3| a8l <1 Q2) ves| wo Protent g A EFRERE 2iald
4je Ju ]6 1o 4] fslalol alm]a«]lajou
VIOLENT CIUME EVEHTIS T 08
IO Lot l
. A aafs [N DI . , . . 4
SEXUAL ASSAULT 110 63 [H ] [} [] i [ 4]
NAPE 112 [o%] [+ ] [4] ] 0
“’ GHILO MOL ESTATION 1144 [] ] [+] ] D
& . . . A . N . P I c feemme s P . S -
W nonseny 120 (%] t ] o i o
NOBBENY OF A PHIVATE ' ) B . ) : -1 r
LITIZEN [IF3) [+ ] i 4] 1) [+]
HOBUENY OF A FIHAHUIAL ) ‘
INSTITUTION 1232 c3 ] n ] [ ]
IOBHERY OF A COMIMEILIAL o N T B o
§SIA!JI 1S1HMLHT 1 e c2 ] [] L] [+
IOOULRY ALAIIM V26 £23
SIMPLE ASLANT 130 ] ] E €
DOMELTIC ASSAUL T 14 ] 1]
AGULIAVATLD ASSAIL Y 14 ca c3 1 o ] 0
LCHILO ALIUSE 14 c3 Il 1 o ' 0

Process: if‘acn classified coll--in this example only the classified calls for "violent crime" are displayed--
is matched in this format. Matching is based on nine (2) dimensions or indicators and some sub-
dimensions (see top two lines of format). There are eight (8) types of responses, including a
NR = No Response "response". Response alternatives are only sworn mobile or non—n’mbile r,‘.“;[i(),,sps
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ARREST PURPOSES AVAILABILITY CRIME CIUARACTER -
EVENT UATEGORY HTALY 3 TIKE PAVERTEAL OF CAlLL OF WITHESS JOTENTIAL OCCURRENCES 161108 OVEMKIDE
3
ILSCRIPTOR
e i
- a g o i vz
44 o i’ fld
|1 HHRE AR
\ “ i‘ 8 8 ‘ . 1
PREREAL IEEIFRE: g I
- 11 / 8 g a § ’ 5 ‘d
AEIFA R TRE AHEIE .| § gl
» oy g
<jafj& ] 41418 E..ﬁ“.z ﬁ..::‘!::
PO Violent Crime
& OO0 Tategporsanal Contflict
- U0 Hedigal
1 I -
& ) — P ——
4 00 Huy Violent o lwme
G 00 Traltic Veobilewy
G 00 fubl ke Hulsatics
100 Sanp Clrcumustane s
H 00 pependent Paruon
9 ) bablge Hotals
[ZEIEIT A STTN TP T ITR T

This fortmat displays relat fonship of 10 cateqories of classified callye~derived from
and adapted from the 13 categories of Component l=-but does not dispaly types of responses: Pigure 3-8
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FTIGURE 3-B: 'This format displays the relationship of responses (left side of matrix) to
characterist ics of a given classified call derived from the 10 catoegories of classifiod
cally ligted in Flgure 3=D,
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FIGURE 4

DEIFFEREBHTIAL RESPONSE HODE L/kUp

EVERT CODE § l///’///;VLNT TITLE
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pProcests: This format displays
of the 13 categories
call, and 6 possible
under the heading of

ce.

the relationship between a given catgory of call listed in any one
of classified ecalls and 6 dimensions or characteristics of the

The characteristics of the call are listed
vevent deseriptors" and include characteristics of the call as well
as time dimensions of the call.

responge alternatives.
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s POTENTIAL USES OF THESE

Tﬂgn ; TYPES OF FORMAT

® TFORMATS CAN BE USED TO ASSESS CURRENT RESPONSE STRATEGIES WITHIN THE AGENCY

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

e FORMATS CAN BE USED TO SORT-QUT CURRENT RESPONSES AND PRIORITIZE
RESPONSES 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 response.

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" betweer 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.

orting out and matching what types of classified calls require what
ype 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.

S
t

&

3-57

2




MAKING A NEW SYSTEM WORK FOR
POLICE MANAGERS

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

A final and essential 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 implementation of
alternative responses and matching a response 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 infermation
from 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 formats listed earlier,
call~-takers will be required to collect an expanded range of information
fiom citizens in order to evaluate each call in terms of the dimensions
of the call (see formats 1-4 above) and in order to assign zach 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 ¢itizen, 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 developed and tested and
finally implemented (and monitored; by the department and these include:

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

e 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;

e Develop standardized explanations to inform 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
responses to calls through revised intake procedures--will result

in an agency developing policies and procedures for delivering its
"essential core services" 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 found 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 non-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
formulas for the deployment of patrol units. Such deployment usually
occure 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. Howewver, 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 liait,

in a rational and reasonable manner, its resources in order to match these
with demands that can be met by effective police pPresence 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-
1 ments, and small group work.

| Specifically, a mcdel for planning cost analysis will be introduced.

During this session you will learn:

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

o 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 answer. These
included:

. Are we doing well or badly?

. What problems should be looked into?

) 0f 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

geting lysi t future
) Budgeting, cost analysis can be used to help forecas’
costs in light of changing requirements, crime patterns, and

prices; for example, projecting the future cost of recruit
training

. 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

) Evaluating, 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

o Pricing, cost analysis can be use
recover costs where this is possi
the cost of crowd control for ar

d to help establish fees or
ble; for example, pricing
ock concert

) Reporting, cost analysis can b
various services cost, how the
how the department compares with other departments, much like

crime statistics; for example, comparing the cost of respond-
ing to a call for service.

e used to help determine what
Y vary among precincts, and

Cost information can als
the financial conditien
your department or munic

0 be used to examine the larger question of
or the various levels of solvency that
ipality 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?




. 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, anq S0 forth.. ;n
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:

4-4

o

® 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 arige
° 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-

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.

effective to assign a single inves-

By critically examining costs, it also is possible to determine where
additional investments in delivering a police service may pay off.

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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it cost $8,000 to investigate
i it would have. If you knew that it :
tggagte;:ge homicide, would it make any glfferezgii ogroéirzgﬁeczﬁid
ihat daylight savings time costs one ir ‘
g:éﬁu;:t:o;ngn du{y ghen the clock is set back, would that information

have a1y impact?

PLANNING ELEMENTS REVISITED

Planning a cost analysis of a police service involves three elements:

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

.
on the results

. the way units of the service will be defined and counted

. the way the costs per unit of service will be calculated.

i d the results may be
i he cost analysis will be disorganized an
gz;:gpgi;ting unless each element is carefully thought through.

PLANNING MODEL

A Planning Model has been develogedhto guid; tﬁz Eigzgingeogaz igii at
the use o '
analysis. To help you understan ppei il ey
r tasks, to see what is to be accomp i
:ﬁi i;;gzéliy does what, and what problems are likely to be encount

ered.

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. 1In a reac-
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 studies will provide a base of information
on cost per labor hour, cost per vehicle mile, 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 Goop~
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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i ici i to obtain records of salaries,
be needed from various municipal offices 1 re
benefits, purchases, and such that are not kept within the department.

ISSUES/CONSIDERATIONS

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

The first issue is whether the question is one:

e that can be answered by a cost analysis

° where the answer is worth the time and trouble of deing 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.

The second issue is who will use the resulting information and how it
will be used.

i have to be more accurate
or some users or purposes, the analysis may :
gr more detailed than for others. For example, the cost of serving a

4~-8
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warrant might have to be ¢

alculated differently if the results were te
be used to:

o track costs internally from year to year

® seek reimbursement for warrants

gerved on behalf of other
jurisdictions

compare cost with those in similar municipalities.

Who will use the information

asking the question will not
the results.

is important, because often the person
be the one who makes decisions based on

The third issue, and perhaps the most important, is how both
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 "speed-up"-~and supervisory personnel--
who feel their authority and accountability are being attacked.

conducting

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

4~-9
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. make it clear how the study will contribute to the depart-
ment's mandate and objectives.

TASK 2: DETERMINE 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 ﬁ
¢
() 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:

M taking reports from motorists/witnesses

. arranging towing for a disabled vehicle ]

4-10
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° directing traffic until the srene 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
include or exclude various cost components. They also may want ser-
vices defined consistent with the way duties and responsibilities are
defined 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
responding to an auto accident include:

o accidents involving a pedestrian

° responding to disabled vehicles blocking traffic

) responding to reports of a damaged parked vehicle?

4~11
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Clearly, some uniformity is required when costs are compared across
jurisdictions or over time. In an example we used earlier, very dif-
ferent results for the cost of writing a traffic citation were obtained
depending on whether patrol time was included or excluded.

Determining the service to be costed 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:

4-12
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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?

Whgn deciding on wh§c units to use, it is important to try selecting
units tha?,are consistent with departmental objectives and mean the
same at different times for different cases.

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

Units for gllocating 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

4“1u
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° total direct costs for allocating municipal indirect costs

what records are available and how much help can be expected from the
city's finance or budget offices.

. number of telephones for dividing telephone charges. i

TASK 5: DETERMINE DATA SOURCES

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

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

TASK 4: DEF' "'E COST COMPONENTS

s

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
All resources necessary for a service should be included in the cost

. 3 A : - 1 \ citation, the number of flares used for a typical accident, the number
calculation. Most direct costs are relatively easy to identify, such f ‘ of minutes of a patrol car used when transferring a prisoner, or the
as personnel time, vehicle hours or miles, informant payments, and so ‘ .

Y amount of time spent in searching records for a robbery investigation.
orth.

, . ) ' \ 7} Both data sources and collection techniques are discussed elsewhere in
;ndlrect‘cgsys are more dlfflcult: .when possible, the costs of bglld- ! the program. You may want to make ncte, however, that thanks to the
irgs, utilities, supplies, supervision, and so forth that can be iso- Internal Revenue Service, payroll records are probably the most accur-
lated should be removed first, and only the residual costs prorated

3 | ate. They will provide you with excellent data for salary expenses.
among services. If, for example, the cost of the space discretely used !

by the investigation 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 parking 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 £ind out

4-14

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. 1In order to determine that
information, it will almost always be necessary to rely on other data
sources which could include a questionnaire or interviews combined with

on-gite observation. The methods to capture needed information are
many.

Another issue will be to determine the technique you will use in gath-
ering data. Do you need to interview every patrol officer to determine
the time required for a traffic accident where there has been property
dajage only, or can you interview only a sample? We will discuss these
igsues 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 made these determinations, it's time to
move aliead.

IR S
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TASK 6: DECIDE ON EXTE}'T 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

4-16
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) how these indirect costs were calculated and allocated

. what the results indicate.

zhi; last point is important because the
0 have a better understanding of what the results mean th

an anyone
else. This decision should include an assessment of what influches
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 increase or decrease substantially in the near future.

police department is likely
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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 expensive 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 group's 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.

4-18
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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 station 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 district 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 minor 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 students 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

escort to the bank for ticket sales, textbook fees, etc.

night and weekend patrol of school grounds

periodic public service/educational appearances at the
schools.

4-20
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Worksheet #1

h)
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O

2.

TASK I: DEFINE PURPOSE

What 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

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.

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

’

What other services will be affected?

4-22
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Worksheet #3

TASK 3: DETERMINE PRODUCTION UNITS

For each service listed on Worksheet #2,

the delivery of that service.

1. Presant Services

2. Future Services

Other Affected Services

w
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Worl:sheet #4

TASK 4: DEFINE COST COMPONENTS

Consider only present costs for this worksheet. Consider only one of

the two services on Worksheet #2.

List five to ten direct and three

to six indirect costs for each service.

Service:

Direct Costs

Indirect Costs

4-24
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Worksheet #5

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.

Direct Costs Data Source
Indirect Costs Data Source
4-25
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Worksheet #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.

1
I

Essential to include, estimate acceptable.

2
1i

Not essential for this purpose.
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SESSION 5

DAY II

COST ANALYSIS: HOW TO

In preceding sessions, we have looked at the relationship of cost
information to pslice decisionmaking, discussed cost terminology, and
exz.ined how to plan for a cost 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:

TYPES OF COSTS

Ccos
departmental

municipal

operating costs
Facilites <<__ aicouts
capital cos

Admlnlstration<

INDIRECT

Direct costs are those that can be 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.

R s

CONCEPT: DIRECT COSTS

Direct costs include both personnel costs and "“other direct," or non-
personnel costs. Personnel costs include wadges 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 $ 118,000
Retirement Contributions 315,000
Salary during vacations 192,000
Disability payments 73,000
Uniform and other allowances 18,000

$ 878,000
TOTAL PAYROLL $3,700,000

Benefits as a percentage of payroll = $878,000 + 43,700,000
= 23.7%

TECHNIQUE: AVERAGING

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 separstely, 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 averaging, 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.C0 each, and 20

identical hand radios in June on sale at 5190.00 each. It would be ‘ -
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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 any one service.

Similarly, averaging can be used to establish.a single rate for §1l
personnel who are used interchangeably, even if they may be at differ-
ent pay grades. For example, there may be three or four paygrades for
uniformed sworn personnel below the rank of serggan?.' For cost an§ly-
sis purposes, the average cost for one of thesg individuals per shift
or per hour will be eacier and give a better picture of.th§ gost per
unit of service than trying to consider the particular individuals
assigned to deliver each unit of service.

You must be careful, however, not to overdo averaging whgn the compo-
nents are not interchangeable. An incentive paid to officers who serve
on the tactical squad, for instance, should not b? gveraged{ but .
charged to the services of the tactical squad. Similarly, 1f'heav1er
and more costly vehicles are purchased for highway duty, services
involving those vehicles should be assigned those added costs.

OTHER DIRECT COSTS

Other direct costs include, for example, patrol vehicles and gther
equipment used to provide a service, and any cunsumable sugplles such
as gasoline. It is convenient to calculate, whengver p9551b1e, rates
for the use of equipment such as the cost per vehicle mile or the cost
per vehicle hour.

TECHNIQUE: SAMPLING

Very often, being able to calculate the cost of greviding a service.
will depend upon the availability of data which is not generally main-
tained in municipal or departmental records. Examples of ?hese daga
problems might irclude the number of flares use@ for a typical acc.-
dent, the number of minutes of a patrol car's.tlme useq when transfer-
ring a prisoner, or the amount of time spend in searching records for a
robbery investigation.

S
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In most cases, it is far easier to determine 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 sbtained from person-
nel performing the service. The number of people and 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 az the cost per minute
of operating the communications center or the cost 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 was purchased often will give accept-
abl2 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.




CONCEPT: DEPRECIATION

In order to calculate some kinds of direct costs, another cost analysis
principle 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 that 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 yeuars, the average

salvage value per vehicle is estimated to be $600, including the
installed equipment.

10 vehicles $80,000
plus equipment 20,000
$100,000
Less salvage 6,000
94,000
Divide by 10 to get
cost per vehicle 9,400
Divide by 4 to get
cost per year $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 average patrol vehicle is used 19,000 miles per
year.

Ty g

We also have to get more information:

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

® the average cost per mile 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.

per mile
vehicle, $2,350 + 19,000 miles = 12.4¢
maintenance, $370 = 19,000 miles = 1.9¢
gasoline and oil = 15.0¢
insurance, $221 + 19,000 = 1.2¢
tires, 5128 = 32,000 miles = 0.4¢
Total cost per mile 26.9¢

The costs of other kinds 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
vice. They include beth administrative and facility costs.

ser-
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It is useful to calculate two kinds of administrative costs--departmen-
tal and municipal. Departmental indirect costs are the costs of admin-
istering and managing the police department. They include the salaries
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.

DEPARTHMENTAL 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 Patrol Commander should be
prorated to services provided by the patrol division and should not be
charged, for example, to most services provided by the investigations
division. The cost of the Chief, on the other hand, should be divied
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 supervisory

and most administrative costs in proportion to labor hours because this

. more accurately reflects how these costs are incurred.

EXAMPLE

Suppose an eight-member vice squad is supervised by a sergeant who
spends half 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 $30,000

Benefits (30% of Salary) 9,000

Total $39,000

1/2 total $19,500
5-8
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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 $19,500
1/3 civilian clerk 5,000
Benefits (20% of above) 1,000
Administrative supplies 1,500

Total $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

tbe sergeant's time because he also plans and administers how that time
will be used;

8 squad members, at 2000 hours each 16,000 hours
1 sergeant, at 1,000 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 ic $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‘oyher.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 itself pays the F.I.C.A. on

5-9




B ]

salaries. Often, the police department is not charged for water, sew-
age, cr refuse collection 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 costs 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 with 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 pension 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:

5~10
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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-
sioh, personnel administration, and so forth since each per-

son 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 "fair value." Here are two

others:

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

Care must be taken when calculating the cost of items like

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

buy 1200 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~
The

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

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

or, if it had the cash on hand, give up 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
(1,200 tires/year)

Monthly Purchase
(1,200 tires/year)

cost of tires $45,600 $48,000
interest costs 2,100 --
storage costs 600 -~
insurance costs 900

$49,200 $48,000
COST PER TIRE $ 411 $ 40

CALCULATING UNIT COST: A PROBLEM

A particular problem in i i i
' 21 police services is that much of indivi
zgrea::pnotdbe regally accounted for. Suppose, for instzgc:ndgxldgz%:s
trafficlggz t?o highway trgffic patrol writes an average of éwelv: *
b theacgggs gozhli minutes each over an eight-hour shift. And
) at officer! i i isi . :
Forth vas s100 ey lcer's time, vehicle, Supervision, and so

If that officer does nothij
i : ing else during the day, such as
g:géd:gt;,llnvestlgate guspicious automobiles, or assist m§§§5§:35t9
elp, how can his or her time be accounted for? 1n

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

Method A: $180 <+ 12 citations = $15.00 per citation
Method B: $180 + (8 hours x 60 minutes) = 37.5¢/minute

37.5¢ x 15 minutes = $5.62 per citation.
Plus, 5 hours '"on 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 service 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 vehic}es 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 each auto not stoler?

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

% 8 added patrol vehicles =
$43,200.00 per month added cost
- 80 vehicles not stolen =
$530.00 per vehicle not stolen
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This method is suitable only to examine incremental, or "marginal,™"
costs and where some upwaid or downward 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 DWI drivers, for instance, the costs per
DWI 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 REVISITED

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 treated as someone else's problem.

Part of the reason for this is that, by their very definition, indirect
costs are not "directly" associated with the delivery 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 very different services.

Various methods have been developed for apportioning or '“allocating"
indirect costs to benefiting service functions. The one we use here

is based on an article "The Cost-Burden Study: A Method for Recovering
Costs from Non-Residents" 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 simplest, the approach is "top down" with
each successive "layer" of indirect cost (organizational, departmental,

divisional, etc.) allocated to the layer belew until a service level
is reached.

5-16

II

11X

IV

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.

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

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

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

Determine total cost of the service as the sum of direct cost and
indirect (overhead) cost.




To avoid dwelling on terminology, it would be useful 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 PATTERN

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 study
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 Property" 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" 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" 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 here 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 "manager’s"
budget for 'control' purposes. Using such a number without removing
the capital component would lead to very incorrect results. In gen=
eral, it is important to discuss a budget with the people who prepared
it, for only they know the facts behind the figures.
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EXHIBIT 5-B

Discussion with budget officials about the questicns raised above

THE CITY BUDGET ! yielded the following information:

s ettt s A

Summary
L the "county tax" was a direct pass-through
. - to th
General government 14 630 872 ‘ whose principal functions were maintenange og ce:t:ggntgads
Public safety 15 253 815 ( and Courts of Justice
Community maintenance & development 22 650 340 §
Human resource development 26 548 215 !
Education 25 609 783
104 693 025
; . "public celebrations! were included here Nye !
i alvays done it that way" ¢ because lve've
¥
E
GENERAL GOVERNMENT PUBLIC SAFETY ! i
g : ) the "general services" budget was primarily d
City council 175 545 Fire 6 050 665 { : municipal print shop which did somg printiig Egiczﬁzd ggigze
Mayor 160 090 Police 6 272 935 | ; department as well as most other city functions P
City Clerk 121 400 Building inspection 281 235 i ‘
Elections 202 280 Civil defense 37 845
City Manager 228 675 License 41 125
Law 342 835 Weights & measures 54 105 ‘ !
Finance 1 253 280 Traffic & parking 1 025 610 » the "reserve account" consisted of fund
Employee benefits 9 900 872 Electrical 1 402 380 | unanticipated needs that daveloped afte: tﬁ:tbzéggtu;:g gg:n
County tax 1 671 995 Emcjda 87 915 passed. It was not intended that any of this money be trans-
Public celebrations 124 830 15 253 815 ‘ ferred to police
General services 309 070 :
Reserve 140 000
14 630 872
COMMUNITY MAINTENANCE AND DEVELOPMENT  HUMAN RESOURCE DEVELOPMENT ] ®  the $9.9 million of "employee benefits" is roughly divided
. ' @ into 2/3 pension costs and 1/3 health/life insurance
Public works 8 452 080 Health & hospital 17 548 045 | *
Community development 1 678 330 Colsarp 3 990 ‘
Mbta 4 180 875 Library 1 144 955 1
Conservation commission 8 635 Recreation 1 453 735 ! (Thus,
Historical commission 48 270 Yrb 186 985 r us, for this city, benefits are an indirect cost
Rent control 276 170 Community schools 574 060 g ence from the design laid out on page 5-2.) 1In :dditigg?ea:hgugiiier-
Debt service 5 258 085 Veterans benefits 522 125 j officials pointed out, pension costs are for retired empioyees ogl
Water 2 747 895 Civic unity 32 870 i (theisysigmbis "unfunded") so the sum shown is unrelated to the ac{ual
22 650 340 Elderly services 148 450 pension liability that the city will accrue in
Enhrda 530 000 the year in question.
Coma 4 403 000
26 548 215
EDUCATION
Public schools 25 609 783
25 609 783
5-20 |
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ADJUSTMENTS

County tax ($1,671,995), public celebrations ($124,830), and the

reserve account ($140,000) are not appropriate for inclusicn in organi-

zational overhead since in the first two cases the publ%c is a general
beneficiary of the service in question (once could imagine each of

. ) £)
them--perhaps retitled--as departments in another part og the ?udge ‘
and inpthe third case, specific departments (but not police) will ulti-

mately expend the funds.

General services is an appropriate inclusion in organ@zationa} 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 ?o be ade-
quate to pay previously retired employees ?nly. Thus, there is no
association of the pension payment made this year and the addiylonal
pengion liability that will be accrued this year. In such a circum-
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 ayailable, so the pen-
sion number was accepted "as is" and the presumed inaccuracy was noted
in the narrative that accompanied the costing report.
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A 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
in 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 "wrong," 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 knowledgeable public officials, 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,
will lend credibility to your report.
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Whenever an estimate is used be sure to indicate whether it is assumed
to be on the "high" side or on the "low" side. 1In 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 accuracy: 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 ORGANIZATIONAL INDIRECT 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?

CAL.CULATION OF GENERAL
INDIRECT COST
TOTAL GENERAL GOVERNMENT ...14,630872
COUNTYTAX ............. veen 1,671,985
PUBLIC CELEBRATIONS ....... 124,830
HESERVE .......... veerenees. 140,000

GENERAL INDIRECT COST .........12,684,047

The general answer to the allocation problem is that "benefit" should
determine the amount of overhead that is allocated to a particular

function: the greater the benefit, the greater the amount of overhead
that should be allocated.

5-24

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 confers. 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
effice space.

The second technique for the allocation of overhead is the quick-and-
dirty 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

TOTALPOLICE _S 6,272,935
TOTAL CITY $104,693,025

=5.99% (ALLOCATION RATE)

5.99% x $12,684,047 = $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 abcve allocation technique can be used, provided that the
effect of interfund transfers is removed.

ESTIMATING DEPARTMENTAL INDIRECT COSTS

Exhibit 5-C presents relevant portions of the police budget. An exam-
ination of the summary 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 overhead is $232,945 ($255,950 less $23,005).

Or is it? 1In 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) "Communjcations"
and "Vehicle Operation” should be assigned to some combination of Uni-
form Division and Crime Prevention and that 2) “Prosecution," "Property
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
1,146,740
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EXHIBIT 5-C

THE POLICE BUDGET

POLICE

-Summary
LEADERSHIP $255,950
UNIFORM DIVISION 3,566,000
CRIME PREVENTION 297,475
CRIMINAL
INVESTIGATION 452,085
SERVICES 1,701,425

$6,272,935
POLICE

~Leadership Details

CHIEF'S OFFICE $52,580 °

PLANNING AND INSPECTION 86,755

INSPECTIONAL SERVICES 93,610

DETAIL 23,005
$255,950

POLICE
-Investigation Details

ADMINISTRATION $55,495

CRIMES AGAINST PERSONS 61,740

CRIMES AGAINST PROPERTY 154,045

GENERAL ASSIGNMENT 180,805
$452,085
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EXHIBIT 5-D

THE POLICE "SERVICES" BUDGET

POLICE
—Services

ADMINISTRATION 71985  ADMINISTRATION. This section coordinates cthe support
TRAINING AND PERSONNEL 79895  and staff services provided by che various sections of this
COMMUNICATIONS 249245 division to all the other divisions of the depastment.
PROSECUTION 49955 Included in the responsibilities of this section are the
PROPERTY MANAGEMENT 80215 preparation of the payroll and the purchasing of the
RECORDS 55160  necessary materials, equipment, supplies and services for the
IDENTIFICATION 34 880  operation of the department.

ANIMAL CONTROL 25 150 ' .
VEHICLE OPERATION 221040 TRAINING AND PERSONNEL. Upgrading the skills of
SUPPORTING SERVICES 833 900 sworn police personnel through in-service training is the
1701425 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 forms of communication eriable the department t.

obtain information from other law enforcement agencies,
personnel throughout 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 attomey 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.

IDENTIFICATION. An important aspect of investigating a crime is the identification and analysis 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 federal laboratories for further analysis.

VEHICLE OPERATION MAINTENANCE. Departmental costs for the operation and maintenance of police
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, overtime,
court time and uniform allowances,
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maintain contact with the community and deploy its
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TOTAL DEPARTMENTAL INDIRECT COSTS

The total overhead (organizational

and departmental) that needs to be

allocated is th? sum of $760,370 (organizational overhead), $232,945
(from "Leadership") and $913,795 (from "Services") or $1,907,110.

DEPARTMENTAL PLUS CITY
INDIRECT COST

DEPARTMENTAL INDIRECT COST ... 1.146.7
CITY INDIRECT COST ... ........ ... ’780:3;8

1,807,110

ALLOCATION METHOD

IN ESTIGATIONS =3 452,085

=721%

TOTAL POLICE $6,272,835
721% x $1,807,110 = $137,500

‘il‘he allc?cata:.on Procedure is again based on the percentage of the
Investigations” budget to the total police budget, 7.21% ($452,085 /

$6,272,935). Applying this percent
we get $137,500 (7.21% x $1,907,110
to be borne by "Investigation".

to our estimate of total overhead,
). which is the portion of overhead

"DIVISIONAL" INDIRECT COSTS

The ?udget for "Investigations" (Exhibit 5-C) shows that this division
has‘lts own overhead, "Administration" ($55,495). Discussions with
pol%ce officials revealed that an estimated 20 percent of 'General
ﬁ;ilgnﬁgntz.was"sggport f?r the other cost center within

vestigations 6,160 (20% x $180,805). Divisional ov
totals to $229,155 ($137,500 plus $55,49§ plus $36,160), :;gead, chen,
allocation to "Crimes Against Property" gives $78,070 (34.07% x
$229,155), where 34.07% is the fraction of "Investigation" devoted to

“"Crimes Against Property" ($154,045

/ $452,085).
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DIVISIONAL INDIRECT COSTS

ADMINISTRATION ....voviisneenss $ 55495
GENERAL ASSIGNMENT
(20% OF 180,805) ....cvveureneans S 36,160
OVERHEAD FROM ABOVE ......... $137,500
$229,155
ALLOCATION METHCD
CRIMES AGAINSTPROPERTY - $154,045 -34,07%
INVESTIGATION $452,085
34.07% x $229,155 = $78,070

The $78,070 of layered overhead that is applicab}e'to ?Crimes Against
Property" means that the total cost for this activity is $2§2,115,
($78,070 plus $154,045). It is interesting to gote that this estimate
is 50% higher than the "direct' figure carried in the budget.

FULLY LOADED COST
DIRECT ..ovvvvinnnennnninnnens .. §154,045
INDIRECT ......... venrersnesenns . _$ 78,070
TOTAL 4 evvvnirinrnnnnneneennen,, $232,115

TOTAL COST PRICING

Having determined that the total cost (direct and indirect) of thg
"Crimes Against Property" cost center is $232,325, th next qgestlon
is: "What portion of this effort is devoted to Provqung the insurance
reports?" Since this information was not contained in the budget, it
was provided by police officials who indicated that 29 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 repgrt is $103.00
(8232,115 x .2 / 450), if an estimated 450 reports is used. The most
Heortect" charge clearly depends on the actual number of reports pro-
duced, a number that is difficult to know in advance. Under the
agsumption that 400 to 500 reports will be produced each year, the
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applicable service charge would range from a low of $93.00 (500
reports) to $1'..u0 (400 reports). The most appropriate amount to
charge, if cust is to determine price, would lie between these extremes.

TOTAL COST PRICING

TOTAL COST .. $232,115 % 20% =$103 PER REPORT
TOTAL QUTPUT 450

Our case study is now complete. We have calculated both the direct
and indirect costs--the sum of which are, of course, total costs.

REFINEMENTS AND SECOND THOUGHTS

It is perhaps worth noting that the allocation formula used in the
above case study will never recover 100% of overhead, since it
possessas a "built in" under-recovery feature. To see this, let's
assume that 10% of a municipality's expenditures are governmental over-
head (a not unreasonesbls estimate). If every service function absorbed
its proportional share 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 tutal budget.

If it were desired to 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 increase each departmental overhead
allocation and allow for a theoretical full recovery. However, such a
refinement is at the expense of increased complexity, which may be
inappropriate if a cost analysis were being conducted for the first
time.
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allocations made above equally accurate? Probably not,
gzi gilogzewere reviewing the above, wh%ch aspects ?f the report gQuld
merit closer examination? A close reaqlng of ?Xhl?lt 5-D, The Pg 1§e
Services Budget, reveals that "Supporting Services'--all $833,900 o
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 refined allocation based on actual experience:

. Who actually gets incentive pay?

° Where is most of overtime actually worked?

° What functions require most (ali?) of court time pay?

) Would uniform allowances be better allccated by number of
sworn officers in a division?

i hown appro-
How complete is the above analysis? 1Is the thor9ughness s
priate Eo the need? An examination of the exhibit on page 5-2, Types

of Costs, shows that facilities have operating costs and capital costs.

Where are these discussed in the analysis?
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The answer is that they are not formally discussed at all. Perhaps
they are buried in all that overhead; perhaps not. Whatever the case
the analysis is either incomplete or looks incomplete, which is just as
bad. If maintenance costs and rent (or depreciation) are included in
some level of overhead, that fact should be mentioned. If they are

not included, 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. 1In par-
ticular, if overhead costs are fixed, the marginal cost is the total
additional cost for delivering a new service.
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A MARGINAL COST ANALYSIS

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 “Implementation")

° options are offered: when a new service is first considered,
the "quantity" of the service is problematical; offering
degrees of service can help decisionmakers (the administra-
tion, the council, the public) reach a consensus on how much
service is appropriate to resolve the problem at hand
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. the writing style is lucid: the r .
the writer is saying. eader never wonders wvhat

The weaknesses of the report are few:

. names are used without titles: who is Mr. Curran?

. 'success" is not quantified: e i ive i
: : e.¢g., if either alter
implemented, will visibility be increased "enough‘e'?natlve .

. why aren't the salary and benefit costs of new personnel

included? They would a t ;
cleaning. ppear to be as inevitable as stable
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HMOUNTED 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 furthe;' 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.
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The objectives are stated as follows: % L purchase, outfitting, and maintenance of horses, the training of horses
it and riders, the purchase of uniforms, and street cleaning. Total costs
for each alternative are outlined in Part IIT of this report.

. To increase police visibility in the downtown area, and/or
in City Parks and the river corridor when necessary;

1 Not included in program cost is the cost of hiring new police person-
nel, since both alternatives assume the utilization of personnel
j already working the downtown area. Mounted patrolmen would remain

) . . ! - under the supervision of present sergeants.
0 To enhance the innovative image of downtown Dayton; j !

; ALTERNATIVE A: DAYTIME-WEEKDAY PATROL

) To provide effective traffic control to congested dowptown :
areas, or to areas of special asgignment (e.g., sporting E

events);
) This alternative would provide two mounted patrolmen during the day,
] Monday through Friday. Such a program would require two police offi~-
i cers and the purchase of three horses. The mounted officer would
e  To provide effective crowd management for paradgsland gthfr | patrol primarily an area bounded by Monument Avenue and Fifth Street
social functions downtown, and in areas of special assign | - to the North and South, and Jefferson and Ludlow Streets to the East
ment. ! and West.
[

It should be noted that the'Parking gontrol'Aidg L neras imple-lice This alternative would accomplish during the daytime the objectives of
mented to partially accomplish the first °bJ§°t?§e °flln°r52:igg po ) increasing police visibility downtown, enhancing Dayton's innovative
v1§1b111ty£ iurttigﬁgr:ést?iczzgg:ngnczg:rgowﬁiosi :rzz pthus contri- ; ; image, and providing traffic control and crowd management when needed.
enforcement of pa , tt | |

buting partially to the accomplishment of the third objective.

; The total cost of this program alternative is $20,650. This program
‘or function of the mounted ! alternative does not requ%re expanded street cleaning operations, since
Ittsh;u}d 2139 b? ngzegntziz,sgigzzsgoizgemEQZEbiggzylozhe il i th; i?trollwill be oﬁegailve on weekdays only and this coincides with
atrol is to increa ~the~ ' ’ - ! exlsting clean-up schedules.
gatrol, like the present walking patrol, will not answer radio dis- é g p
patches, especially to in-building locations. k

ALTERNATIVE B: SIX-DAY, DAY AND NIGHT PATROL

i

I

IMPLEMENTATION f
i

E

j This alternative would provide four mounted patrolmen Monday through
Saturday, two working during the day and two working in the evening.
Such a program would require five police officers and at least six
horses.

Implementation of either of the two mounted patrol alternat%ves out-
lined below will involve certain programmatic costs pertaining to the
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Mounted officers would patrol primarily the downtown district 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 accompiish, 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 Alternative A Alternative B

Purchase of horses $ 1,200 $ 2,400
Riding gear 560 1,400
Maintenance
Feed 2,190 4,380
Bedding 36 72
Farrier (blacksmith) fees 600 1,200
Veterinarian fees 125 250
Stable rental 900 1,800
Stable cleaning & grooming 4,000-10,465 4,000~10,465
Training
Training of horses 600 1,200
Training of riders 1,850 1,850
Miscellaneous
Trailer 950 950
Uniforms 1,140 2,850
Street cleaning costs - 9,405

TOTAL PROGRAM COST $14,151-%20,616 $31,757-$38,222
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EXHIBIT

COST DETAIL

Horses - 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.

for five riders: for two riders:

Riding gear -

saddle with fittings $ 885 $354
bridles with bits 265 106
pads 80 32
brushes and curries 35 14
breast collars 135 54

51,400 $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 higher 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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10.

11.

Veterinarian fees for six horses:

Tetanus toxoid (1) £ 36 $ 18
Flu and strangles (1) 60 30
Worming (2) 84 42
Floating of teeth (1) 42 21
Min. diagnostic fees 28 14

$250 $125

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.

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 Mrs. Tressler of Montgomery County
Fairground)

10 hours classroom training at $5/hr. $ 50.00
120 hours riding training at $15/hr. 1,800.00
51,850.00

Trailer -~ Used, two horse trailers - $950
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12.
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Uniform - Cost per patrolman supplied by the Lakewood Department
of Public Safety, Lakewood, Colorado.

Summer Uniform Cost for One Mounted Patrolman

Boots @ $50 X2= 8100
Spurs @ $15 X1-= 15
Pads @ $65 X3= 195
Gun, Belt, Holster, etc. @ $60 X1= 60
Lightweight Jacket @ $45 X1 45

TOTAL $415

Street Cleaning Operation - Present street cleaning operations
span a five-night, Sunday-to-Thursday 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 repregent additional time-
and-a-half wage cost, including fringes, for a forty-eight hour
work week.

Equipment Operator (2) $2,005
Laborer (Grade 112) 1,733
Equipment Operator (3) (Sweeper) 2,733

1/2 Equipment Operator (3) Flusher-six months/yr. 1,086

Supervisor (Grade 24) 2,408
TQTAL $9,405
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T" 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.

1t is important to emphasize that avoidable cost as a cost analysis
concept is the net result of proposed changes. If a change is made
that increases one cost element (e.gq. 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
"parts" 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 thoroughness 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 ANALYSIS

what follows is an actual cost analysis coadug;eg 2yszh§fc§tgog§c§hoe—
i i f a six-month pilot te
nix, Arizona, on the results o o ooty court
t standby program. The goal was to reduce !
§;;:arances %og police officers and the attendant overtime costs.

i t is similar to the
t is generally well written. Its'layog . .
g?:cggzgg examgle: summary, background, f;nancmal 2931§§::,°§rzggc§;§y
i i rceptive
1 alysis, and recommendations. Note the pe
gtgnggy %ork;“ section. This program only makes sense as long as the

courts fail to hold trials.

i ] i f detail, clarity, and direct-
ayout, appropriate subordination o -ail, et
ﬁgzslog writigg style make this report one that is clearly above aver

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 pProgram 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 were subpoenaed. The 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.

Savings During Annual Savings

Test Period for All 14 Divisions
Jury Trials $17,867 $83,328
Nonjury Trials 8,213 38,304
26,080 121,632
Less Cost of Court Clerk (13,000)
Net Cost Savings 108,632
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BACKGROUND

The police court standby program was implem;nted tz‘reducetun2§:§2§;ry
i i ime costs

appearances for police officers and.t.e over ' ; .

E;E:ﬁregP Standby procedures involve verlflgatlon oi p:ﬁlc:rigilézzzl

: 11) prior to the ,

ity and placement on standby status (on ca

:ng subszquent notification of release from staqdby or tpe nged to red

appear in court on the trial date after proceeding to trial is assured.

i i ini hours of overtime pay

f-duty police officers earn a minimum of three ' pay

2§£ cougtpappearances. 0ff-duty officers placed on standby are‘ellgl
ble for a $15 standby fee, effective July,7, 1980. .On~duty pollcet
officers called to court receive no additional earnings and are no

replaced in the field.

Data for the above table were derived from Police Court S;rzlcesazﬁc-
ords. These records include & 1ist_of the cases scheduled for zota—
day, the offense, and the officers %nvolved in thg case.thFrozhe fa
tions on these records, it was possible t9 determine whe :r the o2
was tried and the status of the ogficers involved. The d; a tg

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 ilsﬁgugreng stzgggz gﬁiingtEEEd
calculate cost savings rather than the 35 fee in e

;glot test. The rationale for this substitution is that the current .

standby fee is necessary for assessment of the present and future4§os

effectiveness of this program. Overtime costs were computed at §

per court appearance, a median police galary figure.
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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 Prosecutor's
Office. The jury category includes all jury-eligible cases. SHome of
these may have involved the waiver of a jury trial for a trial ‘=~ ore
a judge. Such cases could not be distinguished in the source dosument.

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
12-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 baged 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 Works

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 program. Under the standby program, an off-duty officer on
standby assigned to a case which does not go to trial receives $15,
resulting in a $26 savings over the standard overtime amount of $41;
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Procedural Aspects

however, if the same case goes to trial the cost is $56 ($15 + $41) oz
$15 aboée the s¢tandard overtime amount. In_order for.the standbylgrg
gram to be cost-effective, the number of off-duty officers not calle
to court must exceed the number called.

Under the Standby Program police officers, 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

Productivity Impact ! he/she can be reached should the case proceed to trial. On the trial
| day, the division prosecutor telephones court services, as information
1 develops, to release the officer or call the officer to court. Offi~-

; cers called to court are to report within 40 minutes.

Police |

In practice, officers are often unable to report within the allotted
. fficers subpoenaed for court appearaices incur no addi- | ;ég;tgggggiz ogfggges:m$ggizgtzlﬂgaiegﬁiregr:rsgégzgm::czzzalrg;OZiems‘
Og-duty P011C? office s or replacements. However, police productivity ' A fionall ;61ease rs indicate ¢ ¢ ¥OSGCUtorS ne timesp arg v
Flonal C?Sts in eagﬁézg through the absence of these officers. On-duty ‘ naiie, beranas o, from sta nyéourt bﬁsiness to,nOtify Coért .
;21222 gzzigeii Zﬁ standby, whose appearance in court is not regg%ted, | ynabl éf e Siooras prese of court hus ‘
i i ivi i tage of on~duty officers |
id this productivity reduction. The percen : |
3chh reflegt this productivity impact are shown in the table gilow.
Productivity gains would equate to approximately $42,000 annually.

i
{
i
1 f The Standby Program reguires the full support and the active coopera-
h _ tion of all participants in order to function properly. Periodic com-
§§ munication between police, prosecutors, and the Court would assist in
ON-DUTY OFFICERS SUBPOENAED ! the identification of problems and the development of solutions in a
Did Not ; timely fashion. 1In addition, the following suggestions may strengthen
Subpoenaed Appeared ~bac Not. | i procedures:
TOTAL 614 (100%) 133 (22%) 481 (78%) 1 ‘ 
Jury 314 (51%) 40 (30%) 274 (5;?) | f
) [-) A i ¥
Nonjury 300 (49%) 93 (70%) 207 (43%) | l. Prompt commencement of court proceedings and early decisions on
i/ case action could increase overall program efficiency.
Courts |

? 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.

Court estimates indicate some reduction in Cour? productiv%ty bg;;zz:n
of delays in proceedings while awaiting the arr%val.of po%lce'od ¢ s
on standby. These delays involve court staff tlﬁe én§1Udlzgrigu2:bie
: i j i . The delay a
tors, bailiffs, jurors, and witnesses attrih
igo:ggustandby program and the cost in reduced court productivity have

not been documented.

: 3. Additional phone lines may be needed in Court Services to effi~
| ciently respond to the peak volume of calls. Court Services may
| also need to implement additional steps to ensure that all offi~-
|

cers receive prompt notification of cage disposition.




RECOMMENDATIONS

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

Police Subpoenaed

On Duty
Off Duty
Total

9n-puty Police Called to Court
% of Total Subpoenaed

9ff-Duty Police Called to Court
% of Total Subpoenaed

Total Police Called to Court
% of Total Subpoenaed

Jury Nonjury Total
g;g 300 614
595 1,473
1,192 895 2,087
40 93 133
12,7% 31.0% 21.7%
121 177 298
13.8% 29.7% 20.29%
161 270 431
13.5% 30.2% 20.7%
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Schedule II

Police Court Standby Program Schedule IT (cont'd)

Cost Savings Calculations | i
? Police Court Standby Program
Cost Savings Calculations

Jury Trials
! l‘

Cost if All Off-Duty | | Nonjury Trials
1 |

Police Called to Court 878 x $41 = $35,998 & | \ .
R | ! Test Period ?av1ngs for Nonjury Trials: §8,213
Cost for Off-Duty i ; $8,213 + 6 division + months = $228/division/month
Police Not Called to Court 757 x $15 = $11,355 i ! 9 s
$228/division/month x 14 divisions x 12 months = $38,304
Cost for Off-Duty i i Annual savings for J S——
Police Called to Court 121 % §56 = 6,776 : i ings for Jury trials = $83,328
§T§ff§f g : Annual savings for Nonjury trials = 38,304
. | $121,632
Difference 17,867 i s
%::ﬁ::: f Fess Additional Costs for a Clerk II
; in Police Court Services detail (13,000)
! :
Nonjury Trials , ; . Net Annual Savings $108,632
Cost if All Off-Duty | |
Police Called to Court 595 x $41 = $24,395 é §
Cost for Off-Duty
Police Not Called to Court 418 x $§15 = 6,270 |
|
Cost for Off-Duty |
Police Called to Court 177 x §56 = _ 9,912 ‘ ;
$16,182 | |
Difference $ 8,213 | |

Projected Full-Year Savings for 14 Divisions:

Jury Trials
Test Period Savings for Jury Trials: $17,867

$17,876 + 6 divisions + 6 months = $496/division/month
$496/division/month x 14 divisions x 12 months = $83,328 ;
|
-
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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. In this session, you will work through your own 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 gather 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

Egari;erzgz :ﬁ:iy:ﬁew39lgas been assigned the task of calculatiig the
: illage will charge for private dut {ce
vices. On the worksheet for this assignment, write downywﬁgil;iuser-

regard as the key questions that wi
. ques t .
during the cost analysis. will have to be answered at some point

Preceding page blank
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ASSIGNMENT #1 WORKSHEET

AHAT APZ THE QUESTIONS?
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ASSIGNMENT #2

You have considered the problem for a while and have phrased a rumber
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.

Preceding page blank
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Data Elements

ASSIGNMENT #2Z2 WORKSHEET

DATA SOURCES

Sources

6-9
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ASSIGNMENT #3

You are now the Police Chief or Finance Director, and your analyst has
submitted a "Police Private Duty Costs Report" to you (Exhibit 6-a).
Study this report and, using the worksheet for

this assignment, cri-
tique the report, noting its strengths and weaknesses.
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EYHIBIT g.p
POLICE PRIJATE DUTY COSTS

ASSIGNMENT #3 WORKSHEET

i; L Enployees Budgeted Salaries
Strengths ! : Criminal Invescisation (3) § 64693

! y Uniformed Patrol (20; 395143

0 ; Special Duty 1 21564

i ’ Total Salary 481405

! i Total Individuals + 24

ig Average Salary ‘ 20058

i | Productive Hours

| , Work Year 40 hrs X 52 eaks %080
! Less: Holidays 13 @ 8 hrs 104)
) , ! - Personai 3 @ % hra . (26)
Weaknesses Corrective Actions i | Vacation 3% weeks average (140)
: Sick Leave 9 @ 8 hrs (72)
. ' i Other leaves (w/c, death, marit, union business etc. (16)
? Total Productive Hours Per Individual 1724
; Average Wager Per Position 20058
: Cost Per Manhour ‘ $11.63
i Total Fringe Benefits
; Pension (21.7% X $481405 104484
; Clothing Allow 24 X $400 + patches 10500
! Longeyity 7170
Collaga Credits 6650
Insurance
CMS 90 . 13000
Hospital Drug Rider 38600
Dental Plan 7500
Major Medical Insurancs 5000
Major Medical Life Insurance ,” 6000
Dental Ridasr D 200
i Workmen Compensation @ 8.00/100 38500
— ‘ General Liability @8.00/100 38500
: Uriiform Cleaning 5200
Training 15000
Law Enforcement Liability Insurance 10000
Total Fringe Benafits 305704
Total Manhours available (24 X 1740} +41760
Cost Per Manhour 7.32
Pricing Structure
{ Cost Per Productive Manhour 11.63
Time & one half Rate Paid to Employas 17,45
Fringe Benefits Per Productive Manhours 7.32
Total Cost Per Productive Manhour 26,77

Other Considerations In Pricing

1. Cost to administer private duty includaes: scheduling, billing, collection,
recording, other record keaping,
2. Use of Town cruiser implics milaage cost as well as rental cost,

Price Recommendation:
Regular Houra $27.50 615
All Double Time Hours $35.00
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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 cruiserc. operation, maintenance, and depreci-
ation.

Drawing upon your team's knowledge of conditions in 