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PREFACE

This report is designed for elected officials, governnent nanagers,
gover nment enpl oyees, acadenics and citizens interested in inproving
public sector efficiency. It is expressly designed for the comunity of
Ham | ton and Hamilton-Wentworth in Ontario, but should be of practica
and theoretical value in other communities and for other |evels of
gover nnent .

A word of gratitude rmust be expressed to McMaster University
(Arts Research Board and Labour Studies) which funded a portion of the
research costs of the report, and to the City of Hamilton which established
the V.K. Copps Chair in Urban Studies at McMaster University in 1982.

Speci al thanks nust be accorded to the public officials who
all owed their departnents and programres to be anal yzed, and who al so
provi ded extra information when needed. Finally, | nust thank ny

i ndustrious, persistent and effective research assistant, Mary Jane Davi es.

(i)
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1. I NTRODUCTI ON

Governments are under increasing financial pressure. The current
recessi on and consequent | oss of governnent revenues are serving to increase
the pressure on governnents to pronote cost-effective and efficient public
programes. Local governnents no | ess than senior |evels of government
are al so experiencing this pressure. Indeed, the pressure on | oca
governments nay be greater as senior levels restrain their revenue grants
to local |evels.

Adding to the fiscal pressures are the pressures of public opinion
fromboth "right" and "left", to reduce governnment deficits and reallocate
expenditures towards clearly defined priority progranmes. Mich contro-
versy exists over the extent of restraint and the progranmes that should
have priority. But this political pressure is clearly intensifying the
fiscal strains on all levels of government.

In the light of the pressures, governnents are responding with a
vari ety of innovations, generally known under the term "cutback manage-

nment The i nnovations incl ude:

(1) the contracting out of entire functions of governnent under
conpetitive tender, as well as conparabl e arrangenents for
contracting and pricing of inputs (labour, |and, buildings,
etc.) for governnent services;

(2) a greater enmphasis on user charges for those government
servi ces that can be marketed;

(3) the elimnation of regulations or the introduction of self

policing when the enforcenent of regulations is costly;



(4) the introduction of newer managenent styles enlisting enployee

co-operation for inproved manpower productivity;

(5) (although nore controversial) a divestiture of the assets

of publicly owned enterprises, and the elimnation of govern-
nment agenci es.
Anongst these and ot her "cutback managenment"” innovations, there is one
i nnovati on which has attracted little attention in Canada and yet has the
potential for substantial econonies in service provision by government.
It also has the potential of reducing the political alienation from
government that is wi despread anongst nany sections of the Canadian public.
It is the direct involvenent or participation of citizens in the production
of governnent services. It has recently been | abelled "co-production"

In this first of a series of occasional reports on cutback
managenent in governnent, we detail the potential advantages and difficul -
ties of inplementing "co-production"” for governnent functions.

Section (2) of the report describes "co-production" and gives
exanpl es of its use in local governnents in Canada and abroad. The
econom ¢ theory of co-production is relegated to an Appendi x note, as
are a bibliography and the nethodol ogy used in this study, for those
readers who wi sh to pursue a nore in-depth anal ysis.

Section (3) provides evidence on the potential savings and cost -
ef fecti veness from co-production, with data drawn fromits current use in
the Hanmilton-Wentworth area.

Section (4) discusses the key requirements for any successfu

i ntroduction of co-production into service provision by |ocal governments.



And it discusses the difficulties of inplenentation
Section (5) offers concluding remarks and sunmari zes the thrust

of this report for governnent and for the inforned | aynan.



2. CO- PRODUCTI ON

Most governnent services (functions) have the characteristic that
t hey cannot be delivered w thout the conbined efforts of citizen -
consuners and governnent - producers. Education, for exanple, requires
the conbined efforts in the classroomof the teacher (typically a govern-
ment - producer) and the student and his or her parents (citizen - consuners).
Social welfare services require the conbined efforts of social workers
and clients. Health and other so-called "soft" government services sim-
larly require the conbined efforts of the consuner and producer. Many
so-cal l ed "hard services" where tangi ble products are delivered by govern-
ment -- waste collection, water, fire suppression and so on -- also often
i nvol ve co-production. The citizen who places his garbage cans on the
curbside is helping to produce the service, as is the citizen who installs
snoke detectors or reports incidents of vandalismto the police. Al of
these activities are instances of co-production

We have grown accustoned to thinking of citizen participation or
volunteerismsinply in terms of providing information to governnent or
engaging in non profit social service clubs. Census data and surveys
often defines participation or volunteerismin these ways (Statistics
Canada, 1981). But the facts of co-production nake us realize that
citizens are often an integral part of public adm nistration. They are
i nvol ved in ways nore than attendance at zoning hearings or in boys and
girls clubs, for exanple.

Co- production is not a new phenonmenon. Local governnents,

especially snmaller ones, have relied on volunteer firenen and policenen.



School s have often used parents in the classroom By-Ilaw enforcenent,
road and sewer and water main repairs, and "safety" services |like police
and fire, have traditionally relied on reporting and conplaining fromthe
citizen.

In the private market place, co-production was also at one tine
a common phenonenon. Robi nson Crusoe was both a producer and a consuner
of his farm ng and fishing. Only as a division of |abour spread in nore
conpl ex societies did a division between producer and consuner of any
product becone the norm of the narketplace. In governnment, a conbination
of increased scope and conplexity of service provision and the concomnitant
prof essi onalization of the public service reduced but did not elimnate
co- producti on.

W need to ask whether professionalismis always necessary for
al |l aspects of governnent service production. W need to ask when can
co-production fill the gap between service demands and service supply.
We need to ask about the obstacles and difficulties of inplenenting
co-production. And we need to address the cost effectiveness of co-
production. Wile there are obvious savings from co-production, service
quality may deteriorate and service effectiveness be reduced. These

guestions will now be addressed.



3. THE COST- EFFECTI VENESS OF CO- PRODUCTI ON

In order to nmake an assessnent of the econonic advantages of
co-production, we selected two types of governnent functions in the
Ham | t on/ Wentwort h Regi on. One cluster of services conprised "soft"
services for the elderly and infirm the services provided on contract
by the Victoria Oder of Nurses for the "shut-ins" of the region. These

services are classic "soft-services They do not produce or provide
tangi bl e products, but that does not nean they are not valued by citizens
who receive them The services are:

(1) The Vol unteer Visitor (Friendly Visitor) Programe, which
has the objective of supporting fanmly nenbers who care for
the chronically ill or elderly in their hones; and

(ii) The Meals on Weel s Programe, which provides hot neals for
the disabled and infirm regardl ess of age or incone.

Bot h of these services make extensive use of volunteers in delivering
t heir programres.

The other type of service examned is that of fire suppression
The delivery of fire protection services as a whole conprises nore than
fire suppression -- inspections and reporting, for exanple, are inportant
conponent activities of the entire function. W exanine the cost effective-
ness of the use of volunteers for the fire suppression activity of five
nmuni ci palities. Fire suppression is a classic "hard" service. It consists
of extinguishing fires, primarily in buildings, through the use of water
and allied systens.

Qur assessnment of the cost effectiveness of co-production thus is

based on two radically different kinds of service: one "hard" service



function and one set of "soft" service functions. Because the nature of

a governnent service is an inportant determ nant of its organization and
cost-effectiveness, we felt it necessary to spread our analysis over both
"hard" and "soft" services.

Qur estimates are based on statistical data gathered fromthe
Victoria Order of Nurses and fromfive nmunicipalities producing fire
suppression with or w thout the use of volunteers. In order to make
assessments of the cost-effectiveness of the services, we al so exam ned
statistical data of professional service provision of these functions.

W received the co-operation of service organizers in this data gathering
activity, and would like to thank thempublicly for their help and

pati ence. None of the data routinely collected by the agencies was in a
formthat could nmake ready assessnments of the cost-effectiveness of the
programes in question, and some mssing data still exists. Neverthel ess,

we can neke sone conclusions with the data at hand.

3.1 FORVAT

The report presents data first on the five suppression service
function and then on the two "hone-care" services. Key indicators are
identified, and |ine graphs selected as the nmain vehicle for conveying
the results of our study. Inspection of the graphs allows the reader to
assess performance over tinme, as an assessnent of a single year's exper-
i ence may be atypical of the trends within an organization. W will also
poi nt out sone of the dangers of msinterpretation of our findings during

this di scussion.



3. 20 FI RE SUPPRESSI ON

The four nunicipalities that use volunteers as firemen break into
two distinct groups:

(1) Those that are 100% vol unteer force - two nunicipal forces.

(ii) Those that are m xed forces of volunteers and full tine

professionals - two nunicipalities. One nunicipal force
contains 44% of full time professionals (1978-82); and the
second is staffed by 8% full time professionals (1978-80)
increasing to 9.9% (1981) and 11.8% (1982).
This distinction between full tine volunteer force and a mnixed force
enabl es us to see whether or not a m x of professionals and volunteers is
nore cost-effective than a conpletely volunteer force. For purposes of
conpari son, we also have data on a full tinme (100% professional force in
t he area.

Strictly speaking, none of the forces use volunteers. The
"volunteers" are paid on the basis of their attendance at calls for assist-
ance and for attendance at training sessions. It is also inportant to
note that the "volunteers" are not unskilled firefighters; they average
two hours per week in training on an annual basis. It is possible that
the quality of the training experience is different fromthat of a ful
time professional force -- in terns of equipnent and facilities, for
exanple -- but it is difficult to substantiate whether such a quality
difference (if it exists) nakes a difference in effectiveness.

One nore prelimnary point nust be nade. We are exanining the

cost-effectiveness of the manpower portion of the fire suppression functions



We take care to include in our estinmates that portion of admnistrative
and other costs that nust be allocated to the suppression function, and
we exclude those portions of budgets that nust be allocated to other
inputs in the fire suppression function (capital equipnent purchases,

for example).

3.21 MANPONER COSTS OVER TI ME

Al five fire departments have undergone increasing costs in
their suppression functions and in the manpower costs of these suppression
functions. The trends over tine are graphed in G aph 1

This information on cost increases for manpower over tinme tells
us very little about the reasons for cost increases, or whether the cost
i ncreases were nerited in terms of workl oad% They are displ ayed sinply
to enphasi ze a mgjor problemfacing all governnment agencies, and especi al -
Iy the | abour intensive ones, nanely that |abour costs are increasing,

and at an increasing rate, over recent years.
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3. 22 MANPOAER COSTS/ MANHOUR
A better perspective on the increases in nmanpower costs over tine
is given by exam ning the manpower costs of all forces per manhour. The
previ ous graph conpared very large and very snmall forces, as well as
different types of force, where "volunteers" were paid only for "tine on
the job". By standardizing the manpower costs per manhour we can directly
conpare the fire suppression |abour costs of all forces.

Once again it is inmportant to stress that the workl oad and dif-
ficulties of fire suppression vary across the nmunicipalities, and we
are not assessing here either the effectiveness or the cost-effectiveness
of the various forces.

The graphs indicate an increase in nanpower costs/manhour over
the five year period, with the volunteer forces experiencing nost of
their increase in the 1981-82 period. The one m xed force increased its
manpower costs/ manhour after 1980, reflecting an increased proportion of
full time professionals on staff. The fully professional force displayed
a consistent rate of increase over the five year period.

As is obvious, the use of volunteers is cheaper than the use of
prof essionals, but whether it is wiser to enploy nore of these depends

on wor kl oad and effectiveness statistics.
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3.23 PRODUCTI VI TY

The main argument for a full time professional force is that they
can be nore productive in suppressing fires than m xed or volunteer forces.
In other words, because of their work loads, it will be nore productive or
effective to enploy a fully professional force than a nixed or vol unteer
force. Qur statistics verify this argunment (see below). This does not
mean that it is nmore cost-effective to enploy full time professionals,
but nmerely that one would expect full tinme professionals to cope with a
hi gher work | oad nore effectively. The best neasure of this productivity
i s the number of manhours expended per call for assistance.

The foll owi ng graph denponstrates that the two volunteer forces
are considerably |l ess productive than the other forces, and that the ful
time professional force is nore productive than the m xed forces. The
volatile nature of volunteer productivity indicates not work | oad changes,
but rather the organizati on of nanpower per alarmcall. The considerably
better productivity of the two nixed forces indicates that even a snall
prof essional core (No. 5 contains 8%to 12% of full tine professionals in
the tine period) can bring narked i nprovenents in productivity. The even
better perfornance of the full tinme professional force indicates, as
far as we can tell: that it is not due to superior training per se, but
to organi zation of fire crews and equi pment appropriate to the type of

al arm cal | ed.
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3.24  COST- EFFECTI VENESS (1)

One can neasure cost-effectiveness in a variety of fashions. W
single out three neasurenents that we believe indicate the appropriate
cost-ef fectiveness of the various forces. As we showed, it costs nore
to enploy a fully professional force than a nmixed one and, in turn, a
volunteer force. But this does not nean it is always econom cal to prefer
full time professionals to a mxed force to a volunteer force.

Qur first indicator of cost-effectiveness measures i s manpower
costs per call for assistance (or alarn), with manpower costs standardi zed
by the hour for conparison anpongst the forces. Qur findings are startling.
It currently costs about $500 per manhour to put a menber of a fully
professional force in the field to answer a call for assistance. Qur
m xed force with a 36% professional staff costs $190 approxi mately per
manhour. Qur other nixed force and which currently (1982) enploys only
a 12% prof essional work force, can put a man in the field for an hour
for $86 per hour approximately. And our two total volunteer forces

(where we have data) can put a nan in the field for an hour for sonme $16
and $12 respectively.

Note that those figures indicate nothing about the severity of an
al arm nor do they say anything about the effectiveness of the force in

fighting the alarns. Nevertheless, they give a gross indication of the
econoni ¢ advant ages of co-production. Better figures are given by sub-

sequent figures and di scussions.
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3.28  COST- EFFECTI VENESS ( 2)

The statistics on manhour costs/call are sinply one indicator of
cost-effectiveness. Sone inportant el enents of effectiveness are not
captured by the sheer number of calls for assistance. For exanple, the
response time of forces in reaching an alarmsite and the severity of the
fire are inportant aspects of fire suppression effectiveness.

In order to nmeasure responsiveness, we use two types of data. A
direct neasure in mnutes is only available for four of the forces and
only for the years 1981 and 1982. The nmanhour costs per response tine
per call are presented bel ow. They again show how much nore expensive
a professional force is than a mxed force and a volunteer force. And
this is despite the fact that the professional force is over tw ce as
fast is reaching a call than is the nmixed force and the vol unteer forces.
(Table 1)

Response tines/calls 1982

Pr of essi onal Force (5) 3.5 minutes
M xed Force (3) 7.1 mnutes
Vol unt eer Force (2) 6.9 mnutes
Vol unt eer Force (1) 7.0 mnutes

Because we have figures on response tinmes for only two years, we
al so describe bel ow t he manhour costs/call/square mle over the five
year period. It is not as good a neasure of responsiveness as is ninutes
to reach an alarmsite, as it neglects the location of fire halls within
a municipality. But it does shed some nore |ight on cost-effectiveness
and again illustrates that volunteer forces are nore cost-effective than
nm xed forces who are in turn nmore cost-effective than fully professiona

forces.
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3.26 COST- EFFECTI VENESS ( 3)

Among the reasons for enploying professional fire fighting force,
one is the expertise and training they bring to suppressing severe and
dangerous fires. One woul d expect a professional force to be nore cost-
effective in this regard. Qur figures bear out this expectation. The
fully professional force is nore cost-effective in fighting fires that
are severe than are the other forces, although the difference between
the forces are not as great as one m ght have expected.

These results confirmour previous findings on the productivity
of the forces. The nore professional a force the nore productive it is
in fighting fires, and the nore cost-effective it is in dealing with

severe fires.
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3.27  COST- EFFECTI VENESS ( 4)

Anot her view of the cost-effectiveness of the various kinds of
forces can be gathered by exam ning the effects on costs of the density
of popul ati on. The denser the population the nore likely are calls for
assi stance. Popul ation density reflects potential demand for fire
suppressi on services.

It is not a perfect indicator of potential demand. Age of
housi ng and property stock, and education of the population in safety
can both make critical contributions. But it is one of the better nea-
surenments of potential demand.

The figures show that a professional force is nore cost-effective
in nmeeting potential denand than are the m xed and vol unteer forces.
cannot explain with these statistics why the one nixed force is so |less
cost-effective than the other mixed force or indeed all five forces.
ohservation of the municipality in question suggests that the nore ex-
pensive mxed force is organized in a wealthier community, with |arger
lots and with newer housing and i nprovenents, all of which factors would
depress potential demand for service.

A contrast with 3.24- Cost-Effective neasure No. 1 - indicates
the real dilemma facing decision makers. A professional force can be as
cost-effective as volunteer and (we think) mxed forces in dealing with
potential demand, but much |less cost-effective in dealing with actua

demand.
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3.28  COST- EFFECTI VENESS (5)

Qur | ast neasure of the cost-effectiveness of nanpower used in
fire suppression neasures manhour costs in relation to calls/popul ation served.
The previous nmeasure (4) neasured effectiveness in terns of
popul ati on density. Al arnms generated per thousand of population is the
classic neasure of fire incidence. It is subject to general criticism
because it is an inaccurate indicator of potential demand - so nmany ot her
factors beside popul ation can nake a difference.
As we woul d expect the manhour costs of suppression in the pro-
fessional force in relation to the fire incidence rate are as low - if
not lower - than the other forces. The aberrant perfornmance-of force
No. 4 is again noted.
Whil e the graphs reinforce the previous conclusions on cost-
ef fectiveness, two inportant policy decisions are highlighted and which
wi |l be discussed in the next section.
(a) Manhour suppression costs are roughly conparabl e anpbngst
the forces, regardless of status, in terns of fire incidence
rates and potential demand for service. However, the nore
professional a service, the greater the costs in terns of
actual denmands for suppression delivery. The key policy
decision is how can the |inks between potential and actua
demand be reduced so that the costs of enploying nore pro-
fessional s can be curbed.
(b) In view of the greater cost-effectiveness of the forces em
pl oying a proportion or total of volunteers, how can vol un-
teers be usefully enployed in nunicipalities where the severity

of fires and potential denand for service exists?
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3.29 CONCLUSI ON: - POLI CY DECI SI ONS

Qur figures indicate that the nanpower costs of suppressing fires
are increasing in all nunicipalities, whether or not they enploy a fully
professional, a mxed or a volunteer force. And these costs are increas-
ing at a very time when the all forces are beconmi ng nore technically pro-
ductive in responding to calls for assistance. Greater productivity does
not mean, necessarily, lower delivery costs or greater cost-effectiveness.
Manpower expenditures can offset gains from productivity.

In view of this general conclusion, policy nmakers face two broad

strategies for inproved cost-effectiveness of their forces.

(1) They can attenpt to reduce the |inkages between potenti al
and actual denmands for suppression services, thus reducing
t he actual workl oads of the forces and enabling themto
reduce allied manpower expenditures w thout reducing effec-
tiveness. Mdst forces and municipalities have enphasized
this strategy by inproving inspections and other el enents of
fire prevention services (for exanple, education of the
popul ation in fire hazards and inproved buil di ng codes).
There does not appear to be any evi dence, however, that
policy makers have attenpted to stabilize manhour costs at
the sane tinme.

(2) Decision makers can explore ways of substituting vol unteers
for professionals and vice-versa in suppression services,
wi t hout reducing the technical effectiveness of the forces.
Qur data, as well as studies el sewhere, confirmthat vol un-

teers are nore effective in fighting severe fires and spend
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fewer hours in fighting each fire, when they are organi zed
and work al ongside a core of professionals. A nixed force
can be alnobst as technically effective and productive as a
prof essional force, and nmuch superior to a volunteer force
in these regards. Yet mxed forces are denonstrably | ess
expensi ve and hence nore cost-effective than the professiona
force.

Muni ci palities, therefore, that enploy all vol unteer
forces or snmall mixed forces may well want to explore con-
tractual arrangenents for buying the tinme of sonme profession-
als froman all professional force.

At the same tinme, professional forces should explore ways
to use nore volunteers (civilians) in fire suppression
functions, especially those that are | ess severe. Mst pro-
fessional forces enploy a sophisticated reporting system
that enables themto send different nunbers of crews and
equi prent types for different types of calls for assistance.
For calls of |esser severity, sone use of part-tiners
(volunteers) could be integrated with such a reporting system

It would inmprove their overall cost-effectiveness.
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3.3 TWO HOVE CARE PROGRAMMVES

W al so exanmined data for two "soft" services, the Vol unteer
Visitor (Friendly Visitor) Programe and the Meals on Weel s Programe
to guard agai nst unwarranted concl usi ons about the advantages and di s-
advant ages of service production by volunteers. The nature of a govern-
ment function - particularly whether it results in a tangible ("hard")
product or an intangible ("soft") product - is an inportant deterni nant
of organi zational design and effectiveness.

Qur analysis of these services is also sonewhat different from
that of fire suppression. Both the Volunteer Visitor Programre (VVP) and
the Meals On Wheels Programme (MAP) are part of a package of hone care
services delivered to the aged and infirnmed in the Ham | ton-Wentworth
area. They are administered by the Hanmilton-Dundas Branch of the Victoria
Order of Nurses and include other services such as in-hone nursing care,
i n-hone housekeepi ng and nmai nt enance services and social work visitations.
In essence, the Victoria Order of Nurses contracts with a nunber of ser-
vice funders (the Ontario Mnistry of Health, the Regional Minicipality,
the United Way, and private benefactors) to supply a package of soft
services. Sone of the package are produced by the VON, others organi zed
by VON personnel with the use of volunteers, and still others contracted
out. Both the WP and the MAP fall into the second category above.

Because the WP and MAP are essentially the only programmes of
their kind delivered in the area, we cannot directly conpare their cost-
ef fectiveness with other programres in the region. The delivery of a
hot meal at lunchtine is quite different, of course, fromthe delivery of

nmedi cal nursing care at hone.
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But we can evaluate the use of volunteers to delivery the VWP
and MAP, by asking such questions as:
(a) What would be the costs of the programres were they to be
delivered by full tine professionals, conpared to the current
m x of professionals and vol unteers?
(b) What would be the conparable effectiveness?
(c) What would be the conparable cost-effectiveness of fully

prof essi onal delivery?

3. 32 MVANPONER COSTS

Both the WP and the MOWare relatively small social programes
when viewed in terns of expenditure. In 1972, the VWP delivered its
service at the cost of just under $58,000 and the MAWat a cost of just
over $140,000. But in physical rather than dollar terns, they are |large
endeavours. The VWP in 1983 organi zed 361 vol unteers through a profes-
sional staff of one full tine organizer, one part tinme organi zer, and
the part tine backings of a clerical worker, a bookkeeper, and the dis-
trict director of the VON. The MOW organi zed 183 vol unteer enpl oyees
with an equivalent fully paid staff. Expenditure figures do not, in other
words, present the full story of the managerial and organi zational size
of the programmes. Graph I X, which displays the total nanpower costs of
t he programmes of the two progranmes should be judged in the Iight of
these qualifications. The rapidly increasi ng nanpower costs of the VWP

conpared to the MAP should be interpreted as part of the unforeseen and
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att endant consequences of introducing a new and, so it turns out to be,

a popul ar and highly | abour intensive social progranme.

3.33 MANHOUR COSTS

A better perspective of the expenditures on manpower of the two
programes is displayed on Giaph X. Both the WP and MOWare able to
deliver their services at hourly rates significantly bel ow nm ni rum wage
rates in the community. For exanple, in 1982, alnobst 5,000 hours of
service were donated to the VWP and over 43,000 hours of service were
donated to the MOWto enable hourly manpower costs to be $1.74 for the

VWP and $3.35 for the MOW

3.34 COST- EFFECTI VENESS - WP (1)

As indicated previously, we cannot legitinmately conpare the VON
and MOWto see which is nore cost-effective, because the programes them
selves differ in objectives and tasks. What we can do, however, is com
pare the actual cost-effectiveness of both programmes with the inmputed
cost-effectiveness were fully trained professionals to be organized to
produce the same services.

In this section (3.24), we examine the cost-effectiveness of the
WP in terns of the programme costs and nanpower costs per visit. In
this case the nunmber of visits is taken as a neasure of effectiveness.
Medi cal research indicates that visitations are a good proxy of both the
quantity and quality of the programme, as it is the visitation itself

(rather than the activities engaged in during visitation) that is the
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best predictor of increased norale, increased self rated health status,
reduced agitation and reduced lonely dissatisfaction of the clients
(O Neill 1982).

W conpare the programe costs/visit and manpower costs/visit of
the VWP over tine, with the programme costs/visit and nmanpower costs/
visit were the visits to be carried out by professional nurses. The
results are striking. In 1982, for exanple, a fully professional force
would result in alnpst a six fold increase in programme costs/visit, and
al nrost a sevenfold increase in manpower costs/visit. Mreover there is
sone evidence (O Neill) that the quality of the progranmme woul d suffer
were health care professionals to be substituted for non health care

visitors.

3.35 COST- EFFECTI VENESS - WP - (2)

W al so exani ned the cost-effectiveness of the WP in terns of
t he nunber of clients the progranme serves, rather than the nunber of
visits. Not all clients receive the same nunber of visits within a
nont hly or annual peri od.

Agai n we conpare the cost-effectiveness, where costs are neasured
in both programme terns and in nanpower terns, of the existing programme
with an inputed progranme whereby professional nurses are assunmed to
undertake the visiting function

Qur results (displayed in Graph XI1) indicate again how cost-
ef fective co-production is in conmparison w th professional production. In

1982, the programme costs/client were 17% of what woul d have been the
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programe costs/client under a fully professional system And nanpower

costs/client -are 15% of the inputed manpower costs/client.

3.36  COST- EFFECTI VENESS - MOW - (1)

Co-Production in the Meals on \Weels Progranme is eval uated by
appl yi ng the same technique as for the Volunteer Visitor Programe eval ua-
tion. In other words, we conpare the progranme and nanpower costs per
visit (nmeal) and per client served with a hypothetical MOW progranmme
delivered by a professional force. W again applied the salary figures
for professional nurses enployed by the Victoria Order of Nurses to
estimate these hypot hesi zed costs. Wiile we m ght have used the sal ary
structure of "take out restaurants", we decided to use the health care
sal ary structure because volunteers act as health status reporters when
they deliver their neals to clients.

Qur figures displayed in Graph XIll again indicate the massive
cost-effectiveness of co-production in the MOW programe. Wile the
programme is not as |abour intensive as the VWP, substantial savings are
accrued through the use of co-production. In Gaph XIll, the cost-effec-
tiveness in terns of the nunber of neals delivered per annumis displayed.
In terms of programe costs/meal, the current MOWoperation is 55%1 ess
than would be a fully professional operation, and sone 27%less in terns

of manpower costs/ neal .
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3.37  COST- EFFECTI VENESS - MOW (2)

In Graph XIV, the actual and inmputed costs/client served are dis-
pl ayed. They are displayed for both progranme and nanpower costs/client.
Programme costs/client are 55% | ess under co-production, and salary costs/

client are 27%1 ess under co-production (1982).
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3. 38 CONCLUSI ONS.  POLI CY DECI SI ONS

Qur studies of co-production of the two "soft" services organi zed
by the Victoria Oder of Nurses indicates substantial cost-effectiveness
conpared with an hypot hesi zed professional delivery system |ndeed, while
manpower costs are |lower, effectiveness may well be higher than under
prof essional organization. In this latter respect, the two progranmes
differ fromour exam nation of the fire suppression function

Both the WP and MOW are organi zed not as purely vol unteer services,
but as m xed services. Both programmes are staffed by one full tinme and
one part-time professional, plus clerical, bookkeeping and nanagenent
assi stance fromthe parent organization, the VON. This snall professiona
core is necessary for effective managenent of sone 24,000 donated man-
power hours to the WP (1982) and sone 10,000 donated nmanpower hours to
the MOW (1982).

Qur figures also suggest that co-production is of greater value
for nmore | abour intensive services than for |ess |abour intensive services.
The value is greater, for exanple, for the WP than for the MOW G ven
t hat nmost governnent services are |abour intensive rather than capita
intensive in nature, the benefits of co-production in governnent nay be
consi der abl e.

Finally, the rate of increase in programme costs and nmanpower
costs over time is much | ess under co-produced service arrangenents than
under professional arrangenents. Co-production may thus be a usefu

counterpressure to the "wage push" within public sector organizations.
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4. | MPLEMENTATI ON

Co- production may he a cost-effective way to produce different

ki nds of governnent services. But despite its cost-effectiveness, it my

be difficult to introduce into existing programes. Three kinds of dif-

ficulties often deter l[ocal governments, and other |evels of government,

fromusing citizens to produce certain services.

(i)

(ii)

Tradition -

Exi sting programes of governnent that appear to run success-
fully often have little incentive to explore how and when
co-production can be introduced. Even under fiscal pres-
sure, the orthodox opinion often advocates doing the sane
function with [ ower expenditures. Cutback nanagenent is
seen as non-repl acenent of established positions, postpone-
ment of equi pnent and capital purchases, and reduction of
activities. As a result, co-production is often success-
fully introduced only for new programmes (like the WP) or
for extending traditional activities (like volunteerismin
rural fire departments).

Enpl oyee Security -

Co- production is sometinmes not introduced because of per-
ceived threats to existing professional jobs. Union security
and grievances are consi dered obstacles to inplenentation of

co- producti on.
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(iii) Information -
From a managenent perspective and froma citizen perspective,
the opportunities for co-production nmay not realized because
of a lack of information. Management infornation systens
may not reveal the expenditure savings or the changes in
ef fecti veness fromusing citizens al ongsi de professionals
for designated activities within a programme. Citizen pro-
duction may not always be appropriate either with or without
prof essi onal help, but neither nay a purely professional
force be cost-effective. Managenent information systens
often do not reveal this difficulty. Froma citizen pers-
pective, the availability of useful and meani ngful contri-
butions to their governnent nmay not be known. The success
of "the Guardian Angels" in the North-Eastern United States
is partly due to the publicity accorded to the personally
meani ngf ul ways in which citizens can contribute to the
safety of their comunities.
These obstacles or difficulties were revealed to us during the course of
our investigations. But they appear to be obstacles that can be overcone
with appropriate strategies on the part of governments. Recently, the
New Engl and Muni ci pal Center of Durham New Hanpshire, suggested success-
ful strategies for dealing with these and ot her obstacles to inplenenta-
tion. O particular relevance are their strategies to overcone the

obstacl es we have det ect ed.
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(1) Commtnent fromthe top. Elected officials and senior
managers in Governnent play a strategic role in changing
tradi tional production practices wthin agencies and depart-
ments. The staff and public nust be persuaded of the cost-
ef fecti veness of co-production. Unions must be persuaded of
the increases in programme cost-effectiveness, and therefore
of increased job security, by enploying citizens al ongsi de
prof essionals. And agency and departnent heads nust be
persuaded that their programmes can be nore effectively
mai nt ai ned by co-producti on.

(2) Professional nanagenent. In order to identify positions
within existing departnments and agencies that could be filled
with volunteers, and to identify entire subfunctions of
exi sting progranmes that can be co-produced, managenent
expertise is needed. Oten existing nmanagers do not have the
time or the inclination to identify positions or subfunctions
for co-production. In addition, co-ordination of the
schedul es of a large nunber of part-tine volunteers requires
constant problem solving expertise. Finally, recruitment
and training of volunteers in different tasks and functions
requi res experience and know edge of personnel nanagenent.
Qur data confirms that m xed rather than purely voluntary
organi zations can be as effective as professional organiza-
tions, and that substantial savings can still be accrued

with an el enent of professional nmanagenment and support.
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(3) Union support. Most government functions, especially at the
| ocal I|evel of government, enploy a |arge proportion of union
nenbers. Union nenbers need to be convinced that volunteers
can save some existing programmes and jobs fromelimnation
and can contribute to a responsive and efficient public
service. Union nenbers realize they are taxpayers as well
as enpl oyees of governnent. Union | eadership needs to be
i nvol ved in selecting professional nmanagenent, identifying
functions and jobs anenabl e for co-production, and negotiating
reassi gnment of existing personnel through the | ocal govern-
ment. They al so need to be involved in negotiating the
terns and conditions whereby professionals nmay be contracted
out to purely volunteer prograns (perhaps of another govern-
ment) to take advantage of nixed force cost-effectiveness.
There can be scope for union support if co-production is
seen as a necessary part of the recruitnent, conpensation
classification, re-classification, training and devel oprment
functions of public personnel nanagenent.
These three broad strategies should solve the difficulties of inplenent-
i ng co-production, but the organizational climte of different municipa-
lities my require nodifications to the strategies. The intent of these
conment s about inplenentation is to suggest that co-production is not
sinmply cost-effective, but also a feasible approach to cutback managenent

i n government.
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5. CONCLUSI ON

One feature of nobdern Government in western Societies is the ex-
pansi on of the adm nistrative state. Everyone seens aware of the increas-
ing size and scope of CGovernnent, whether neasured in terns of expenditures
nunbers of enpl oyees, nunbers of agencies and regul ati ons, and sources
and scal e of revenues. Many students of politics fear that not only have
citizens lost control of the state, but that elected representatives in
Parliaments, Cabinets, and | ocal governnents have also |ost control. There
are demands nade for inproved representation, increased accountability,
and greater responsiveness from Governnent.

In the course of this debate, relatively little concern has been
directed towards the professionalization of public services and the nerits
of co-production. Oten the conplexity and scal e of Government is seen
as inevitably requiring full time trained professional staffs al beit
responsi bl e and accountable to el ected representatives. W must now
guestion that assunption. There are indeed many functions of Governnent
that require full tinme trained professional expertise. But there are
al so many functions that can be effectively, and cost-effectively,
produced by citizens thensel ves. The val ue of co-production nmay not,
however, be one of sinple econonics. The value nmay be much broader
Co- producti on may be one of a number of ways in which the adm nistrative
state can be recaptured by citizens.

W have shown that there are certain subfunctions or activities
of governnent service delivery that can be nore cost-effective under

co- production than under professional production. The exanpl es of
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nmuni ci pal fire suppression, a traditional "hard" service of Governnent,
and comunity services to the aged and infirm a "soft" service of Govern-
ment handled traditionally by charitable and religi ous bodies, both
exenplify the econom c virtues of co-production. There are undoubtedly

ot her exanples that could be studied, not only at the local |evel of
government, but also at the national (Federal) and subnational (Provin-
cial) levels.

Qur studies also reveal that there are two prerequisites for
cost-effective co-production. First, the activities or subfunctions or
di stinct parts of any governnent service nust be identified. Fire sup-
pression is a separable activity or a distinct part of a cluster of
activities conprising fire protection. Visiting and nutrition activities
are only parts, but distinct parts, of a cluster of services for the
aged and infirm Al governnent services can be disaggregated into dis-
tinct activities. For sone activities, co-production is warranted. For
ot hers, professional production is warranted. But we can no | onger assune
that all activities for all functions of Government should remain fully
prof essionalized for efficiency purposes.

Second, our studies show that citizens require organization for
co-production. Sinply abandoning activities or subfunctions to citizens
wi | | obviously decrease the costs and burdens of Governnent. But it will
not be econonical or cost-effective. To sustain the effectiveness of
service delivery and at the sane tine to reduce the costs of service
delivery, requires professional managenent and expertise. It need not
be extensive professional managenment and support services. But organiza-

tion is a prerequisite. Governnents should therefore consider establishing
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a new top | evel personnel position devoted to the identification of jobs
and of entire activities within service functions that would be filled by
citizens. This person would also recruit and organize citizens for such
jobs and activities. The position should be a top |evel position and have
t he support of elected and seni or managenent officials for successful
i mpl enentati on. The position should al so be established after union
consul tation.

The key question is not whether co-production works. W have
shown that it works and that it works efficiently. The key question is
whet her Government and the administrative State can beconme part of the

conmuni ty.
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6. APPENDI X ONE: A NOTE ON METHODOLOGY

The raw data for the calculations in the study came fromFire
Depart ment budgets, supplenentary Fire Departnment infornation, publications
of the Ontario Fire Marshall's O fice, and from budgetary and suppl enentary
i nformati on provided by the Victoria Oder of Nurses.

The net hodol ogy for analyzing the Fire Departnent data consisted
of (1) calculating the manhours expended on the suppression as opposed to
ot her subfunctions of the Departments; (2) calculating the nanpower
expendi tures on these functions; (3) allocating overhead costs to the
suppr essi on subfuncti on by using conventional benefit-cost methods; and
(4) apportioning the cost data against effectiveness indicators. The
procedure was repeated for each of the five years under study.

The net hodol ogy for anal yzing the VWP and MOV was si npl er because
the VON cal cul ates the full cost of each of its programmes and (unlike
many public agenci es) apportions overhead costs by progranmmre. The nunber
of volunteer hours and volunteer costs (travel expenses) were added to
pr of essi onal support staff costs, including a proportion of the costs of
VON personnel, in order to estimate manpower as opposed to programe costs.
The imputed fully professional delivery costs of the VWP and MOW were
cal cul ated by substituting VON nursing costs/hour for vol unteer Fours on
t he programmes. The cost data was then apportioned agai nst the effective-

ness indicators, and the nethodol ogy repeated for each of the five years.
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7. APPENDI X TWO. A NOTE ON THEORY

The theory of co-production is based on the economc theory of
property rights, contracts and transactions as exenplified in the works of
Coase (1937), Alchian and Densetz (1972), WIlianson (1975) and Cheung
(1982). This theory denonstrates that all econonic transactions in the
mar ket pl ace, even in a neo-classical conpetitive econony, are costly.

The consuner finds it to his advantage not to purchase all factors of
producti on separately and transformtheminto consumuabl e products. Sone
products may be produced at a | esser cost by firns and organi zations

than by each consumer. But this does not nmean that all products may be

| ess costly produced by organi zati ons. Indeed, nany public and private
sector organi zations engage in multi-product functions, many of which are
separable into distinct activities, and nany of these activities may be

| ess costly for the consunmer to produce than for the ostensible producer
to produce.

Technol ogi cal, institutional and econom c reasons account for the
amount of co-production that exists in any econony and society (Parks et al
1981). Both public sector and private sector organizations have a probl em
of organi zi ng and managi ng i ndi vi dual enpl oyee contributions to the team
production. Public sector organizations that obtain revenues through
taxation have an additional problemof calculating the value of their
out puts. Consequently, public sector organizations nay inefficiently
expand or contract their services, and inefficiently substitute profes-
sional production for co-production. Technol ogical constraints nmay alter
the scope of professional or co-production for each separate activity and

each separate function.
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