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ABSTRACT

Public choice theory has proved particularly fruitful when
applied to the analysis of institutional arrangenents for providing
and producing public services in netropolitan areas. Schol ars worki ng
within traditional disciplines of political science and public
adm ni stration had reached a theoretical inpasse in understanding the
conplexity of the existing delivery arrangenents. By identifying the
key attributes of collective goods and the difference between
organi zing for the provision and for the production of collective
goods, scholars working in this interdisciplinary area brought
conprehensibility to the study of conplex service delivery
arrangenents. Further, enpirical research now supports severa
counter-intuitive propositions derived fromthis approach about the
effects of institutional arrangements on the effectiveness and

efficiency of police agencies serving netropolitan areas.



ANALYZI NG | NSTI TUTI ONS FOR THE DELI VERY OF

LOCAL COLLECTI VE GOODS

| mportant devel opnents in science frequently occur at the boundaries of
traditional disciplines when scholars fromtwo or nore fields begin to address
ol d questions in new ways. Since the publication of Anthony Downs's An

Econonmi ¢ Theory of Dempcracy? in 1957, a group of econonists, politica

scientists, policy analysts, and sociol ogi sts have used net hods devel oped in
econonics to examne the public sector. They refer to their approach as
"public choice." An organizing question underlying work in the public choice
tradition is: What are the incentives that individual actors face when naking
decisions in the public sector? Having identified these incentives, public
choice theorists predict how different actors will act and how i ndi vi dua
behavior will aggregate into collective outcones. Incentives result fromthe
type of goods involved in a situation conbined with the type of institutiona
arrangenents used by individuals for maki ng deci si ons about all ocation
production, distribution, and consunption of those goods. Consequently, public
choice theory deals broadly with how the nature of goods conbines with the
structure of institutions to create incentives |eading individuals to adopt
strategies that jointly produce outcones.

Most social scientists by now are famliar with the "classics" in this
field by Janes Buchanan, Gordon Tul |l ock, Mancur O son, WIIliam Ri ker, Kenneth
Arrow, Duncan Black, and WIIliam A Niskanen,® anong others. Many par adoxes
and counter-intuitive results have been generated fromthese efforts that are
now common know edge anong social scientists and occupy major attention by a
growi ng nunber of scholars. Considerable enpirical research in legislative and

el ectoral arenas has been conducted. A vigorous experinental research program
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has devel oped within the past decade. As a result of enpirical studies, the
theory itself is undergoing progressive refornmulation. Fromthe early focus on
el ectoral and representative nechani sns, public choice theorists are addressing
a broader array of problens. At the npst recent neeting of the Public Choice
Society, for exanple, papers were presented on: "A New Understandi ng of
Unionismin the Public Sector," "Property Rights and the Wl d Horse

Controversy," "lnplications of Rent Seeking for Efficient Pollution Taxation,"
and a "Positive Mdel of Social Security."”

Public choice theory has proved particularly fruitful when applied to the
anal ysis of institutional arrangenents for providing public services in
nmetropolitan areas. Scholars working within the traditional disciplines of
political science and public adninistration had been perplexed by the sheer
conplexity of the delivery arrangenents existing in Arerican nmetropolitan
areas. The domi nant view of netropolitan institutions was that they were
chaotic and inconprehensi ble. Gven that scholars studying netropolitan
service delivery arrangenents could not find an order in them the reaction was
to recommend that metropolitan institutions should be radically sinplified.
Many articles, books, nonographs, and reports witten by urban schol ars
recommended the elimnation of smaller jurisdictions and the creation of a few,
| arge, general purpose governments to produce all |ocal services in any given
nmetropol i tan area.

This literature was the basis for repeated consolidation referenda placed
before voters who alnost unifornmy rejected the proposed reforns. In 1970,

Ambs Hawl ey and Basil G Zimrer sunmarized the domi nant acadenic view of the
day:
A diagnosis of the nmetropolitan malady is conparatively easy and its

logic is too conpelling to admt disagreenent. G ven the diagnosis
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the treatnent seens just as apparent: consolidate the many politica

units under a single, over-arching nmunicipal government. Wth one

stroke the many conflicting jurisdictions could be elimnated and a

fragmented tax base could be conbined into an adequate source of

revenue for an entire conmmunity. Nothing, it would seem could be

nore obvious or nmore rational. For that reason governnental

consol i dati on has had nunmerous advocates. It has al so had numerous

opponents. |ndeed, opposition to such a proposal has been

monunent al . 4
Schol ars working within traditional disciplinary boundaries of politica
sci ence and public adm nistration had reached a theoretical inpasse. Al they
could do was to reflect upon the inconprehensibility and irrationality of the
worl d as they perceived it. Scientific progress is difficult when the
phenonena of interest is perceived as inconprehensible.

A public choice approach to the study of netropolitan institutions has
enabl ed scholars to begin to identify key concepts for making the conplexity
conprehensi ble. Vincent Gstrom Charles M Tiebout, and Robert Warren, in an
article on "The Organi zati on of Governnent in Metropolitan Areas: A
Theoretical Inquiry,"” urged scholars not to prejudge the performance of
institutional arrangenents sinply because of their conplexity.®|nstead, they
urged that the nultiplicity of local jurisdictions in a metropolitan area be
concei ved as a "polycentric political system"

"Pol ycentric" connotes many centers of decision-nmaking which are

formal |y i ndependent of each other. . . . To the extent that they

take each other into account in conpetitive relationships, enter into

various contractual and cooperative undertaki ngs or have recourse to

central nechanisns to resolve conflicts, the various politica
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jurisdictions in a nmetropolitan area may function in a coherent

manner with consistent and predictable patterns of interacting

behavior. To the extent that this is so, they may be said to

function as a "system"®
They urged scholars to adopt a different perspective. First, it was essenti al
to understand why individuals living in nmetropolitan areas mi ght have created
an array of different institutions to serve their needs. Then, one could begin
to evaluate the perfornance of such institutions in relation to alternative
structures.

In this early "theoretical inquiry," Gstrom Tiebout, and Warren
identified several inportant concepts that have becone essential to the
devel opnent of a public choice approach to the study of netropolitan
institutions. These include: (1) the characteristics of collective goods; (2)
t he separation of consunption, or provision, activities from production
activities; and (3) how particular attributes of collective goods
differentially affect the optinmal scale of organization for production and for
provi sion. How these three concepts have affected the way public choice
theorists anal yze netropolitan institutions will be addressed in the next three
sections. Then, several counter-intuitive propositions derived froma public
choi ce approach to the study of nmetropolitan institutions will be discussed. A
brief review of the evidence in support of these propositions will be exani ned
in the |ast section.

THE CHARACTERI STI CS OF COLLECTI VE GOODS
Al'l goods sharing two characteristics -- jointness of consunption and

infeasibility of exclusion -- are called collective goods. Purely voluntary
institutional arrangenents are rarely sufficient to enable individuals to
achi eve optinal performance in the allocation, production, distribution, and

consunption of collective goods.



Joi nt ness of Consunption

Joi nt ness of consunption occurs whenever nultiple individuals jointly use
a good at the sane tine.’ Thus, many individuals jointly use a bridge, a
theater, the air waves, or states of affairs such as the level of safety in a
conmunity. On the other hand, bread is an exanple of a good that is not
jointly consuned. Once a |oaf of bread is obtained by one individual or
famly, that loaf of bread is no | onger available for use by others.

Di sti ngui shing between the units in which the good is produced and the
units in which the good is subject to use is helpful in identifying joint
consunption.® Wien the unit produced is substantially larger than the unit
consuned, joint consunption will occur. In regard to a bridge, for exanple,
the unit produced is a bridge of a particular |Iength and wi dth. The individua

unit of use is a bridge crossing.®

Dependi ng upon the size of the bridge, how
| anes are divided, and | aws regul ati ng speed, a bridge can be thought of as
yielding a continuous flow of bridge crossing units. Wen few cars cross the
bridge, little apparent "subtraction" occurs. As nore and nore cars

si mul t aneously use the sane bridge, the quality of any particular bridge
crossing is adversely affected by the nunber of other users. Congestion begins
to occur and everyone begins to slow down. If the nmaximal capacity of a bridge
i s exceeded, a |evel of congestion occurs that drastically affects the quality

of each individual's unit of use.

Feasi bility of Exclusion

Excl usi on occurs when potential users or consumers can be deni ed access to
consunption units of a particular good unless they neet the terms and
conditions of the supplier of that good. Exclusion is frequently difficult to
achi eve for goods subject to joint consunption, but is not a problemfor al

such goods. For jointly consumed goods or services, exclusion may be
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acconpl i shed when access to an entire production unit is controlled by a
vendor. By enclosing a theater in a building, an entrepreneur is able to
control access to a perfornmance and enforce the condition that soneone nust buy
a ticket before gaining entry to the theater. The building, and in particul ar
the entrance, is the physical nmeans of packaging the production unit so as to
excl ude consuners until they nmeet the terns and conditions set of the vendor
Tickets are the legal instrunentality that gives access to the production unit
which is subject to joint use or consunption.

The feasibility of excluding users is affected both by technol ogy and by
the way property rights are defined in relationship to a good at a particular
| ocation in space and tinme. Technology affects the capacity to contro
physi cal access to the consunption of goods and the costs of gaining exclusion.
Property rights doctrines differentially affect the capability of individua
vendors to exclude others from consuming or enjoying benefits that have been
produced.

Results of Using Voluntary Arrangenents for Collective Goods

Jointly consumed and nonexcl udabl e col | ecti ve goods generate serious
probl ens in human organi zati on. Once a collective good is supplied by nature
or by others, all individuals within the relevant domain are free to use the
good wi thout contributing toward the cost of producing it. Cost-ninimzing

i ndi vi dual s have an incentive to beconme "free riders," enjoying the benefits
whi |l e others pay. Success by free riders encourages others to free ride
resulting in a failure to supply such goods under voluntary arrangenents.
Conpetitive nmarkets, where each individual is free to decide for hinself or
herself, will fail to allocate resources toward collective goods efficiently.
In sone cases the failure is conplete. No production and consunption of the

collective good result. In other cases |less than optinal |evels of the

col l ective good are supplied through voluntary arrangenents.



7

I ndividuals in small groups can nonitor each other's actions and
personal |y coerce each other to share costs. But, |large groups usually cannot
organi ze effectively under strictly voluntary arrangenents. Each individual is
nmor e anonynous. Each individual's share of the cost of the good seens
insignificant. Thus, each is tenpted to free ride unless each can be coerced
to contribute a proportionate share of the cost. Collective good situations
usual ly require access to sone form of coercive action where each individua
can be conpelled to share in the costs. The advantage nmay be such that each
user has incentives to create arrangenments so that each user pays a
proportionate share of the cost: the aggregate benefit exceeds the aggregate
cost.

SEPARATI ON OF PROVI SI ON AND PRODUCTI ON ACTI VI TI ES
The key problemin obtaining optimal |evels of collective goods relates to

the provision of the good rather than to the production of the good. |If large
groups of individuals wish to consune a collective good, they cannot rely on
strictly voluntary arrangements to: (1) obtain revenue in a fair and equitable
manner, (2) articulate demands, (3) allocate the goods and services to sone
i ndi vidual s and exclude others, (4) regulate the patterns of use anong the
community of users, and (5) nonitor the perfornmance of producers. These five
activities relate to the consunption (provision side) of service relationships
and NOT to the production side. Thus, the key institutional problemto be
solved in a public econony involving collective goods is the organi zation of
consunpti on aspects.

When citizens establish a governnental unit that can use sanctions agai nst
t hose who do not contribute resources toward the provision of a collective

good, they are constituting a collective consunption unit. |In establishing or

changi ng a coll ective consunption unit to provide one or nore |local public

goods, nany organi zati onal questions nust be addressed includi ng:
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1. What is the appropriate boundary for including those individuals who
are the primary beneficiaries in jointly using or consumng particular
col l ective goods?

2. \Wat are the appropriate nmechani snms for enabling individuals to
articulate their demands for different quantities and qualities of
| ocal collective goods in relation to those who will represent their
i nterests?

3. What nechani sms of revenue collection are fair and efficient nmeans of
obt ai ni ng the revenue to cover costs of such services?

4. What authority needs to exist to regulate the use of conmon
facilities?

5. Wich types of relationships to one or nore public or private agencies
will enable citizens to receive |local services in an efficient, fair,
and responsi bl e manner?

6. What are the appropriate mechani sms for enabling those who represent
consuners to articulate collective preferences to managers of
produci ng agencies in an effective manner?

7. How do organi zational arrangenents affect the incentives and cost of
nmoni toring the performance of production agenci es?

The first four questions relate to problens of internal organization of a
col l ective consunption unit. Gven that the size of the group jointly
consuni ng a good may vary froma snall nei ghborhood to an entire netropolitan
area, one should expect to find citizens creating snall, nedium and |arge
units of governnent and not relying on a single scale of organization. Unless
appropriate boundaries can be established, effective nmeans for gaining
i nformati on about citizen preferences can be devised, and appropriate neans for

generating revenue can be designed, instrunents of coercion can be used to
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create nore harmthan good. This is particularly a problem when individuals
have little choice about whether they consume particular |ocal collective goods
or not. Electoral mechanisns are relatively inmperfect nechani sns for enabling
citizens to have a voice in deternining the type of goods to be provided in
their comunity. Factors such as the size of the unit, the node of election
and the patterns of representation all affect the way that collective
consunption units articulate demands. O her questions of internal organization
within a collective consunption unit relate to the choice of nethods for
obt ai ni ng revenue and ways to regulate the use of common facilities.

The | ast three organi zati onal questions concern the rel ationshi ps between
a collective consunption unit and production units. The primary reason for
using a formof collective organization is to solve problens of provision. But
once a collective consunption unit is established, how production is organi zed
is an entirely separate question. A collective consunption unit is faced with
at least six different institutional arrangenents for arranging for the supply
of local public goods.10 These include: (1) establishing and operating its
"own" production unit, (2) contracting with a private firm (3) contracting
wi th anot her governmental unit, (4) obtaining sone services fromits own
production unit and other services from other governnental or private
producers, (5) establishing standards of service that nust be net by authorized
producers and all owi ng each consuner to select a private vendor and to procure
services froman authorized supplier, and (6) issuing vouchers to fanmlies and
permtting themto purchase service fromany authorized supplier. Al of these
arrangenents are used by collective consunption units in nmetropolitan areas to
arrange for the production of particular collective goods. G ven both the
diversity of collective consunption units and the diversity of mechani sms each

can use to arrange for production, institutions for the governance of
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nmetropol i tan areas could be expected to derive significant advantage through
conpl ex patterns of organization.

The di scussion so far highlights one of the inportant contributions of
public choice theory to the study of metropolitan institutions -- that of
conprehensibility. Instead of condeming current institutions as being
pat hol ogi cal , public choice theorists recognize the advantage to be gained from
a diversity of organizational structures involved in establishing effective
col l ective consunption units and relating themto efficient production units
for a diversity of different types of collective goods and services.

I ndividuals trying to solve these problens are led to create a wide variety of
different jurisdictions of varying sizes which relate to one another in a
nmyriad of different ways. The reasons for the conplexity are now apparent.

Public choice theory has noved beyond sinply naki ng conprehensi bl e what
was previously inconprehensible. Further theoretical devel opnents have led to
positing and testing counter-intuitive propositions about the effects of
institutional arrangenents on perfornmance in regard to specific types of goods
and services. These counter-intuitive propositions relate to the effects of
the scal e of organization for the production and for the provision of
particul ar urban services. To exam ne these further theoretical devel opnents,
it is necessary to examne additional attributes of goods beyond those of
excl usion and j oi nt ness di scussed above.

PARTI CULAR ATTRI BUTES OF COLLECTI VE GOODS AND
THE SCALE OF ORGANI ZATI ON FOR PRODUCTI ON AND PROVI SI ON

O her attributes, in addition to those of jointness and exclusion, have an
i mportant bearing upon the organi zation of public economes in netropolitan
areas. Goods that are capital intensive, for exanple, are assuned to achieve

econom es-of -scale in larger production units while |abor intensive services
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can be produced at | ower average costs in smaller production units. There are,
however, other attributes of goods that may affect how provision and production
activities are acconplished. To nove to testable propositions about the
effects of institutional arrangements, one needs to examnmine the attributes of
particul ar goods and how these affect provision or production activities.
Urban police services will be used as the referent since extensive enpirica
research has been conducted on the effects of institutional arrangenents wth
regard to urban policing.

Police produce a variety of different |ocal collective goods and services
that can broadly be divided into direct and internedi ate services. Direct
servi ces, such as general area patrol, traffic regulation and patrol, and
various types of investigatory services, are delivered by police directly to
citizens. Police agencies nust also provide for thenselves nany internediate
services required in the production of direct services. They include such
services as radi o conmuni cations, detention, training, and crine |aboratory
anal yses.

Five characteristics of local collective goods conmbine with institutiona
arrangenents to affect performance in providing or producing direct and
i nternedi ate police services. These are: (1) economnies-of-scale in
production, (2) coproduction, (3) neasurability, (4) the size and | ocation of
the group of individuals who jointly consune a service, and (5) the degree of
choice that citizens have concerning their consunption of a service. The first
attribute affects production, the second and third affect both production and
provision, while the fourth and fifth attributes primarily affect provision

Econom es-of-Scal e in Production

Econom es- of - scal e occur when the average costs of production decrease

with increases in the ambunt of the good bei ng produced. At what |evel of
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out put do average costs reach their nminimum and at what |evel of output do
average costs begin to rise as nore is produced? Many internediate police
services are capital intensive and econom es-of-scale are reached in |arge
production units. Crinme |aboratory analysis, for exanple, is likely to have
average costs falling over an extended range of output. High initial capita
expendi ture involved in purchasing equipnent is large. Highly trained
personnel are needed to run anal yses. When training is conducted in an
"acadeny," substantial investnents are needed in a building and staff | eading
to an expectation of econom es-of-scale in |arger academ es. Radio
conmmuni cati ons al so involve the purchase of relatively expensive equi pnent.

In contrast, direct services are highly |abor intensive. Between 85 and
90 percent of the costs of direct services relate to personnel or variable
expenses, such as gasoline. Serving a larger jurisdiction may increase average
costs rather than reducing themfor nmpst direct services. In regard to the
i nvestigation of infrequent events, such as hom cides, one m ght expect that
speci alized units serving a large area mght process a sufficient nunber of
cases to enhance skills at production

Coproduction of Police Services by Citizens

Physi cal goods can be produced i ndependently of the inputs of those who
may eventual |y consune them However, the production of all services involves
some input by the consunmers being served.'' If students, for exanple, do not
participate actively in their own education, input resources devoted to
education have little effect on results achieved. Students are essenti al
coproducers of education. In regard to safety in a community, citizens are
i mportant coproducers. They provide the "public eyes" that nmay prevent
crimnal activities or alert the police to problenms. Wthout active help by

citizens giving information and being willing to serve as witnesses in court,
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police are less effective in solving crinmes or in building a case that can be
prosecuted in court.

Coproduction of direct police services by citizens is likely to be nore
intensive in small collective consunption units where citizens perceive
t hensel ves to have a stake in preserving the peace and safety of their
nei ghbor hoods and view the police as providing valuable services to assist in
those efforts. Officers serving in snmall police departments should al so be
nore oriented to encouraging citizens to help in the coproduction of direct
services. In regard to intermedi ate services, coproduction occurs between
direct service producers and the agencies that produce such services as
training and detention. The nature of these interorganizational arrangenents
is nore inmportant than the scale of organization of either the direct or
i nternedi ate service producer

Measurability

Satisfactory neasures of direct police services are extrenely difficult to
obtain. Conceptually, the output of direct services is states of affairs
i mproved to sone degree by the efforts of police. Thus, the "output" of
general area patrol is the extent to which it is safer to walk on the streets
or keep val uabl e possessi ons because of the efforts of police.

One can never directly nmeasure this conceptual output as it requires
reference to a counterfactual situation: the state of affairs that would have
existed in the absence of police services. Measurenent nust rely on either
statistical inference or on proxy neasures. Reliable statistical inference

woul d require that we know the set of factors that cause crine and could

accurately predict the Ievel of crinme that would occur w thout any police
services. Such know edge is not available. Police and citizens alike tend to
rely on three types of proxy neasures: (1) resource inputs, (2) activity

I evels, and (3) crine rates.
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I ndi cators of resource inputs include the total budget or expenditures,

and nunmber of enpl oyees. These provide informati on only about the resources
avai l abl e to produce services and give no infornmation on the |evel of output.
Whi |l e many social scientists have presumed that output is linearly associated
with resource inputs, enpirical studies have denbnstrated sufficient
difficulties with this assunption that it should not be used.!?

Indicators of activity levels include: number of mles driven, nunber of

tickets issued, nunber of calls answered, nunmber of arrests, and nunber of
crimes "solved." These are "closer" to what we nmean by the output of police,
but are still proxy neasures and are |largely under the control of the producer
A police department can increase its "output"” by increasing the nunber of
peopl e arrested or the nunmber of traffic tickets issued. Police can always
arrest nore drunks on Saturday night and increase their "productivity."
Whet her that reflects an increase in "output” is highly questionable. Arrests
directed at a particular subgroup in society may actually be counterproductive.
Crime rates, the third type of proxy measures, are trace data that survive
a long series of transfornations under the control of nany different actors.
Sonme information is lost at each transfornmati on and systematic distortion can
occur at each step. For exanple, police can record information so that a
| esser crine is coded when they want to reduce serious crinme while increasing
the "seriousness" of the offense when they want to produce a local "crine

wave." Since budgetary allocations are frequently increased after a | oca
crime wave has occurred, internal incentives exist within departnents to bias
data recordation so as to produce the given results.

The difficulties of developing reliable and valid quantitative nmeasures of

direct services output lead to the argunment that small scale is advantageous in

organi zi ng both the production and the provision of direct police services.
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The police chief of a very large department is a captive of the statistica
reports on activities and crinme rates that he receives. He cannot have a good
"feel" for what is happening on the street as he is too far renoved by status
and physical barriers. On the other hand, the police chief in a small
departnment who actively patrols and observes his officers on a day-to-day basis
is better able to nonitor performance. Police chiefs in snall departnents are
not dependent upon statistics to estinmate the quality of police work. In
medi un si zed departnents, the chain of command is quite shallow, and police
chiefs still have a relatively accurate picture of what is happening on the
street. Thus, police chiefs in small- to nediumsized departnents can nonitor
i nternal performance based on nore accurate information than police chiefs of
| arger departnments.

On the provision side, local public officials representing a |arge
conmunity cannot, on a first-hand basis, know what is happening in nany
different | ocations. They are also prisoners of the statistical infornmation
they receive. Thus, they have difficulty in articulating demands related to
the real perfornmance of officers on the street. In a small conmunity, nayors
and | ocal councils have a chance to observe the activities of their |oca
police on a day-to-day basis and are able to specify far nore exactly what they
want and what they do not want in their conmunity.

Whi | e neasurenment problens are severe in regard to direct services, the
out put of internediate services is easier to nmeasure. Many private sector
"for profit" firms sell equivalent types of services such as tel ephone
answering services, |aboratory services, training services, and
institutionalized care. Since nmeaningful records of such services can be kept,
a direct service producer may easily arrange for internediate services with

alternative producers of those services.
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Si ze and Location of the Goup of Individuals Jointly

Consuni ng a Service

Only a relatively small group of citizens sinultaneously consunes the
benefits of nost direct services. Those who receive the protection of a police
car on patrol, for exanple, live in small and concentrated areas. Traffic
patrol and accident investigation on major freeway systenms, on the other hand,
serve a larger comunity of individuals some of whomlive and work in a
particular netropolitan area and sone of whom are traveling between nore
di stant | ocations. Anbng the intermedi ate services, radio communication is the
only service whose consunmers are advantageously |ocated in nore concentrated
geogr aphi ¢ areas. The geographic size of the regi on depends on the investnent
made in transnmitting equi pnent and the topography of an area. The remaining
i nternedi ate services may jointly affect a relatively |arge group

Degree of Choice that Citizens Have Concerni ng Consunption

of a Service

Citizens have extrenmely little choice about whether to consume nost direct
police services. The existence of a particular style of patrolling in a
nei ghbor hood, for exanple, nmakes it difficult for anyone living in the
nei ghbor hood to avoid being affected unless they physically nmove fromthe
nei ghbor hood. Wien aggressive patrol techniques are utilized, for exanple, and
i ndividuals are frequently stopped and frisked, all famlies living in the
nei ghbor hood are forced to consune this type of order. An in-person protest to
the officers on patrol may result in physical harm Fromthe consuners' point
of view, living in a small jurisdiction where the voices of individual citizens
may carry greater weight is an inportant institutional factor offsetting to
some extent the degree of coercion inposed upon local residents. Citizens can

articulate nore effectively preferences about how their nei ghborhoods shoul d be
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served. Mrre effective voice is particularly inmportant for poorer fanilies who
cannot easily nove and who are thus nore exposed to threats of coercion either
fromthose who of fend agai nst the |aw or those who serve as police officers.

In regard to internediate services, citizens are not the actors who can
exercise direct choice in any case. It is producers of direct services who nay
be able to exercise some degree of choice. Choice depends upon the
availability of alternative suppliers. If a police departnent has its own
radio transmitter and is tied into other networks, it can exercise sone degree
of choice concerning its use of alternative facilities.

Counter-Intuitive Expectati ons About Police Performance

in Metropolitan Areas

Fromthe | abor intensive nature of direct police services, the essential
role of citizen as coproducer, and the problem of measuring output, one would
expect small- to nediumsized, direct-service producers to be nore effective
and efficient than large, direct-service producers under sinmlar service
conditions. Gven the |ack of choice over consunption conbined with the
relatively small size of the group jointly consumi ng nost direct services, one
woul d expect that individual preferences and financing arrangenents are nore
effectively arranged for in small- to nediumsized cities than in large cities.
Thus, for direct police services, one would expect small collective consunption
units that arrange for the supply of direct services by small scal e producers
to performbest. This first expectation is directly counter to what had been
expected by schol ars who proposed | arge-scale nergers in netropolitan areas.

G ven that internmedi ate services tend to be capital intensive and are
easier than direct services to neasure, |arge production agencies should be
nore effective and efficient than smaller agencies in producing intermnediate

services. One shoul d not expect snaller direct-service producers to supply
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nost of their own internediate service. To the extent that institutiona
arrangenents facilitate contracting or other intergovernnental arrangenments,
one should expect to find: (1) substantially fewer internediate-service
producers than direct-service producers, (2) that nost internedi ate producers
are large, and (3) that snall direct-service producers obtain nbst internediate
services fromlarger producers. This second set of expectations is also
counter to the traditional presunptions that snall agencies cannot afford
i ntermedi ate services and thus such services were not available to snaller
producers.

A third counter-intuitive set of expectations derived froma public choice
approach is that the performance of direct-service producers of police services
wi |l be enhanced in metropolitan areas containing a | arge nunber of other
producers. Many factors would lead to this prediction. One inportant factor
is the increased capacity of citizens and public officials to neasure and
noni tor performance. In a netropolitan area with nany different producers,
citizens obtain information about conparative performance in several ways.
Sinmply driving through the netropolitan area provides regular information about
patrol density and the extent and style of enforcenment in different
jurisdictions. If a citizen or a nenber of his or her inmmediate fanmly
receives a traffic ticket in two different jurisdictions, an opportunity exists
to conpare the fairness, courtesy, and honesty of officers working in different
jurisdictions. Mdst citizens in a netropolitan area with nmany jurisdictions
know residents living in different jurisdictions. Informal discussions of such
personal events as being victimzed, calling the police for assistance, or
getting a ticket often occur anobng friends.

Public officials in a nmetropolitan area with many producers are apt to be

better inforned about conparative performance |evels. Citizens who are unhappy
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with their own police, and who know that their friends and nei ghbors receive a
better |level of service, are nore apt to call their elected officials than
citizens living in alownultiplicity area who have no way to conpare the
service they receive with other jurisdictions. Further, if city nanagers
and/ or nmayors in the netropolitan area neet regularly, they can exchange
rel evant input and output information that hel ps each of themin their
bargai ning with police chiefs. The relative nonopoly over infornmation that a
singl e producer has is reduced in a netropolitan area with a |arge nunber of
producers. Thus, police chiefs operating in netropolitan areas with many other
police departnents are nore exposed to renoval if they increase staff and ot her
i nput variabl es beyond the level at which the nore effective departnents
oper at e.

Several years of intensive enpirical research have been devoted to
exam ni ng these three counter-intuitive expectati ons about the perfornmance of
police agencies in netropolitan areas. Substantial enpirical support exists
for all three expectations. Only a brief review of the type of evidence
avai | abl e in support of these propositions can be provided here. Readers
interested in exam ning the evidence further are referred to the work cited
where informati on about neasurenent instrunents, sanple design, and findings
for this series of studies is avail able.

SMALL- AND MEDI UM SI ZED PCOLI CE AGENCI ES ARE MORE EFFECTI VE
I N PRODUCI NG DI RECT SERVI CES

The probl ens of neasurenent di scussed above are difficult not only for the
managers of police-production agencies and elected public officials but also
for scholars wishing to neasure performance. None of the published statistics
on inputs, activities, or crime rates provide satisfactory neasures for

exam ning the effects of scale of organization on performance. |In conducting
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studies of this question in the Indianapolis, Chicago, St. Louis, Nashville,
Rochester, and Tanpa-St. Petersburg nmetropolitan areas, this problemwas net by
collecting perfornmance data frominterviews at a random sanpl e of househol ds
served by the small and | arge departnments being conpared. |nformation was
obt ai ned about victinization, willingness to call the police, speed of police
response, amount of police followup, satisfaction levels with police contacts,
and general evaluations of the quality of policing in a nei ghborhood.

By studying nmat ched nei ghborhoods with simlar service conditions, one can
control for many of the other factors that can be expected to affect
performance. The consistent finding fromthis series of studies is that snall -
and nedi um si zed police departnents performnore effectively than | arge-sized
police departnents serving simlar neighborhoods and frequently at | ower
costs.®® Victim zation rates tend to be | ower, police response tends to be
faster, citizens tend to be nore willing to call on police, citizens tend to
nore positively evaluate specific contacts with the police, and citizens tend
to rate police higher across a series of other evaluative questions. Further
in a recent analysis, Parks'* has shown that citizens living in small
conmmunities tend to be nore inforned about how to change | ocal policies, tend
to know nore policenen serving their nei ghborhoods, and call the police nore
frequently to obtain general information than citizens living in large cities.

The evidence fromthis series of studies is contrary to the earlier
presunption that the presence of many snmall departnents is an inpedinent to
effective policing in netropolitan areas. The Advisory Comi ssion on
I ntergovernnental Rel ations argued, for exanple:

The existence of a very small police force, then, may create police

service problens in a netropolitan area. Citizens of these

| ocalities having such 'shadow police forces will often have to
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depend on the goodwi || of neighboring governnents for their basic

patrol services. |If governnental fragnmentation results in a

substantial nunber of these small police forces, the nmetropolitan

area will face the problemof insuring that all localities receive

adequat e patrol services.!®
Qur studi es have shown that citizens being served by small departnments are
likely to be receiving better services and at | ower costs than their nei ghbors
living in the center city. Instead of being a "problent for the netropolitan
area, small departments frequently contribute to the inprovenment of police
services in the area.

SMALL POLI CE AGENCI ES ARRANGE FOR | NTERVEDI ATE SERVI CES
FROM LARGE PCLI CE AGENCI ES

In 1975, colleagues at the W rkshop in Political Theory and Policy
Anal ysi s at | ndiana University and the Center for Urban and Regional Studies at
the University of North Carolina conducted a najor study of police organization
in 80 Standard Metropolitan Statistical Areas (SMSAs).!® A total of 1,159
direct-service producers served residents in these 80 SM5As. Mst of these
agenci es produced general area patrol, traffic patrol, accident investigation
and burglary investigation services. About 70 percent produced homi cide
i nvestigations while citizens served by the other 30 percent of the direct-
servi ce producers received hom cide investigation services froma | arger
producer in the area -- usually an overlapping sheriff's office or a
nmet ropol i tan-w de hom cide unit.

In regard to internediate services, we found 70 percent of the
direct-service producers al so produced their own radi o conmunications, but only
a small proportion of any of the direct service producers produced their own

entry-level training, crine |aboratory analysis, or detention. Only 12 percent
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of these agenci es produced their own detention, only 6 percent produced their
own training, and only 1 percent produced their own crine |aboratory analysis.
We did not find, however, a single netropolitan area where these internediate
services were not made available to all direct-service producers in the area.
In nost SMSAs, direct-service producers had a choice between at |east two
| arge-scal e, internediate producers.

Since crine |aboratories are the nost capital intensive of the
i nternedi ate services included in this study, one would expect to find the
smal | est nunber of these producers of all intermedi ate-service producers. This
is our finding. Only 85 crine |aboratories served the 80 SMSAs. Sone of these
crime | abs served nore than one SMSA in our study. Alnost half of the crine
| aboratories were operated by state agencies. Federal, regional, county, and
private | abs conposed another third of the producers. Only 16 out of the 916
muni ci pal police departnents operated their own crime |abs. Thus, not even the
central city police departnents in nost SVMSAs establish their own crine
| aboratories for forensic analysis.

If police agencies were denied access to interorgani zati onal arrangenents
to assist in the provision of internediate police services, large, fully-
i ntegrated departments would have an intrinsic advantage. Were agenci es can
work out interjurisdictional contracts, set up regional facilities, and
exchange services with one another, small agencies are able to obtain highly
professional, internedi ate services at |ow costs without the need to becone
fully integrated departnents.

POLI CE PERFORVANCE | S ENHANCED | N METROPOLI TAN AREAS
W TH LARGER NUMBERS OF POLI CE AGENCI ES
In order to examine the effect of interorganizational arrangenents on

police performance in a |arge nunber of netropolitan areas, we could not
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col l ect performance data through in-person interviews as we did in our earlier
studi es conducted within netropolitan areas. W had to rely on nore indirect
measures of perfornance such as: the allocation of police personnel to
on-the-street assignnents and the relative efficiency of agencies in producing
response capacity and solving crine.

In the 80 SMSA study nentioned above, the study team gathered information
on the structure of interorganizational arrangenents for service delivery in
each of the netropolitan areas. In particular we cal cul ated the nunber of
producers of each type of service (multiplicity) and the proportion of the
popul ati on being served by the | argest producer of each type of service
(dom nance). By arraying metropolitan areas using the nmeasures of multiplicity
and dom nance, one can exanmine the effect of these institutional arrangenents
on personnel allocation patterns at the metropolitan |evel. Met ropolitan
areas with low scores in regard to nultiplicity and high scores in regard to
dom nance cone cl osest to approxi nating the "consolidated" nodel. Metropolitan
areas with high scores in regard to multiplicity and | ow scores in regard to
dom nance cone cl osest to approxi nating the "fragnented" netropolitan area
scorned by these sanme proponents.

In an analysis conducted in 1979,17 Parks di chotom zed nultiplicity and
dom nance scores at the nmedian to divide the 80 SMSAs into three broad
groupi ngs: (1) fragmented -- those SMSAs with bel ow nmedi an scores in regard to
dom nance and above nedian scores in regard to nmultiplicity, (2) consolidated
-- those SMSAs with above nedian scores in regard to doni nance and bel ow nmedi an
scores in regard to multiplicity, and (3) mxed -- those SM5As that represent
m d- 1 evel s between the | east and the nost "consolidated structures." Parks
found a distinct difference in the availability of sworn officers to conduct

patrol in the netropolitan areas dependi ng upon the structure of
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i nterorgani zational arrangenments. Wile there are nore officers per capita in
the nost consolidated areas, a | ower percentage of these officers is assigned
to patrol divisions in these SMSAs.

Secondly, the ratio of full-tine sworn officers enployed in the area to
actual officers on the street at 10:00 pmis highest in the nost consolidated
areas. For exanple, in the nost consolidated nmetropolitan areas, putting 100
officers on the street at 10:00 pmwould require on the average the enpl oynment
of 950 officers. In the |east consolidated SMSAs, putting 100 officers on the
street would require the enployment of 680 officers. The mixed areas fall in
bet ween the extremes. One-third nore officers are required in the nost
consol i dated SMSAs to place the same nunber of officers on patrol as conpared
to the | east consolidated SMSAs. Citizens living in the nost fragmented
nmetropol itan areas receive nore police presence on the streets for their tax
expenditures than do citizens living in the nost consolidated areas.

This finding is consistent with a study of the New York City Police
Departnent -- the nobst consolidated police force in the U S.*® The study found
that the New York City police force had increased by approximately 20,000
officers during the two decades fromthe md-fifties to the m d-seventies or
from1.39 officers per 1,000 population to 3.92 officers per 1,000 popul ation
However, the number of police officers actually on patrol renmained at a
constant |evel of 1,000 officers during the entire period. To place 1,000
officers on the street, the New York Police Department enploys in excess of
30,000 officers. Thus, nore than 3,000 officers are enployed-for every 100
of ficers on patrol

Using a nore sophisticated technique for neasuring the effect of industry
structure on relative output levels, Parks and E. Ostrom® estimated production

possibility frontiers in netropolitan areas that varied in regard to
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multiplicity. These production possibility frontiers show the nmaxi mum

conbi nati ons of clearances by arrest and cars on patrol (both standardi zed by
t he nunber of sworn officers to control for agency size) that were obtained by

departments in netropolitan areas with differing amounts of multiplicity. The
frontiers show the trade-off possibilities for response capacity and cl earances

anong the nost efficient departnments with the normal concave shape that one
woul d expect (see Figure 1). They show a significant upward shift in output
possibilities as the nunber of patrol producers in a netropolitan area

i ncreases. The nost efficient producers supply nore output for given inputs in
high nultiplicity SMS5As than do the nost efficient producers in | ower
multiplicity areas. Thus, as expected froma public choice perspective, the
presence of many ot her producers for conparison enhances the efficiency of
direct-service producers.

[Figure 1 About Here]
CONCLUSI ON
In this article | have reviewed how public choice theory has been applied

to the study of the effects of institutional arrangenents in netropolitan
areas. Scholars working in the traditional disciplines of political science
and public administration had been stynmied in efforts to study and understand
the conplex set of institutional arrangenents existing in nbost American
nmetropolitan areas. The first major contribution of the public choice approach
is that of nmmking the phenonenon conprehensi ble. The patterns of conpl ex

rel ati onshi ps between and anong snmall, nedium and large jurisdictions can be
understood as the results of citizens and public officials trying to solve
problens related to both the provision and production of a wi de variety of

different collective goods.
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Secondly, inmportant counter-intuitive propositions about how institutiona
arrangenents would be related to perfornmance have been derived fromthis
approach and supported by systematic enpirical research. In regard to
policing, small, direct-service producers are nore effective, and in many
i nstances nore efficient, than |arger producers serving simlar nei ghborhoods.
Internedi ate services characterized by substantial econonies of scale are
supplied by one or two | arge, overlapping, internediate-service producers in a
nmet ropol i tan area who make these services available to others through
interjurisdictional arrangenments. Thus, such services are produced at | ow
average cost and are available even to the snmallest direct-service producer
Further, the efficiency of police agencies |located in nmetropolitan areas with
many ot her police agencies tends to be higher than when agencies are located in
metropolitan areas with only a few other agencies.

These counter-intuitive findings have significant policy inplications
given the presunption nade in the traditional approach that the presence of
| arge nunmbers of small agencies in nost nmetropolitan areas is an indicator of
chaos and pat hol ogy that should be elininated through drastic netropolitan
reforns. Evidence from nany other studi es about other collective goods is
consistent with the evidence presented here.? The presence of chaos or order
inthe world is |largely dependent upon the theories used to understand the
worl d. Using a theory that assunes sinple, |arge-scale, hierarchica
organi zation is the nost effective and efficient form of organization for al
pur poses, proponents have tried (and sonetimes succeeded) to change the world
to make it conprehensible to them Citizens living in urban areas whose
governmental structures have been "noderni zed" to make them conprehensible to
schol ars and public officials have had to pay a high price for the inadequacy

of earlier approaches to the study of netropolitan institutions.
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