Appraisal Example
An appraisal is based on an estimate of the stream of costs and benefits an intervention or project is expected to deliver.  We outline the method with a simple, hypothetical example. 
Cycle theft prevention project

An intervention has been designed to reduce the theft of bicycles from a rail station cycle park.  A number of possible pilot sites have been identified where a new type of CCTV system might be installed.  A ‘business case’ has been assembled to support the experiment.  It suggests, based on the calculations set out below, that the returns in terms of theft reduction might be sufficient to offset the costs of the investment in new cameras and supporting operations. 
Further discussion of this method can be found in Dhiri & Brand (1999).  A more technical description of the application of appraisal methodology in the context of public sector investment projects can be found in Treasury (2003).
The up-front costs of installing the CCTV system would be €30,000 in a cycle park, with the equipment projected to have a working life of five years. There would be maintenance and other recurrent costs associated with the cameras of a further €10,000 per annum. 
Without the CCTV equipment in place the number of thefts annually from the site is expected to be 400 while with the equipment that number falls to 360. If the average cost of a cycle theft is, say, €400 then the cost saving per annum in parks with camera systems would be €16,000. Discounting all the costs and benefits to make allowance for the fact that the revenue and recurrent cost streams stretch into the future (except the up-front investment cost incurred before the clock starts) gives the position documented in Table 1 below
. 


Table 1
Costs and benefits of a bicycle park CCTV scheme

	Year
	Costs

€
	Present Value (PV) of costs

€
	Theft reduction

(volume)
	Value of reduction

€
	PV of theft reduction

€

	1
	30,000
	29,524
	40
	16,000
	15,238

	2
	10,000
	9,070
	40
	16,000
	14,512

	3
	10,000
	8,638
	40
	16,000
	13,821

	4
	10,000
	8,227
	40
	16,000
	13,163

	5
	10,000
	7,835
	40
	16,000
	12,536

	
	
	PV of costs: €63,295
	
	
	PV of benefits:

€69,272


Table 1 demonstrates that the intervention is expected not only to be effective (since it reduces theft each year) but in addition to produce returns on a sufficient scale to warrant investment.  The Present Value of the stream of benefits is sufficiently large to offset the substantial costs the project entails.  If the cost saving per theft had been only €300 rather than €400 per offence, however, the Net Present Value would become negative.  The project would then fail the standard investment appraisal test.  
Implications


This case illustrates the principles of how to conduct a project appraisal.

The basic structure of this analysis can be applied to virtually any policy proposal or practice in the Criminal Justice System. It relies on the same principles as are used throughout both the public and private sectors for appraising investment plans or for reviewing the returns a project has generated. 

Without a cost of crime estimate it is not possible to engage in this kind of exercise: only the effectiveness estimation could then be done.
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� We have applied a discount rate of 5% and measured costs and benefits in real terms. For further discussion of the appraisal framework used here, refer either to a government source (such as Treasury, 2003) or to the guidelines proposed by Dhiri & Brand (1999).





PAGE  
3

