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City of Somerville: 
Using Activity-Based Budgeting to Improve Performance in the Somerville 

Traffic Unit 
 

“Why can’t we increase enforcement so we can improve resident satisfaction and actual road safety? Why 

do we have trucks going through side streets of Union Square – they’re probably coming from Cambridge to 

get to 93 and they’re using our residential streets as their highway. It needs to end. How much is it going to 

cost us to protect our neighborhoods?"    -  Mayor Joseph Curtatone 

 Outside the tall windows of Somerville City Hall on a January day in 2007, the snow continued to fall. 

Snowplows crisscrossed the city, edging down narrow streets while residents flooded the 311 call center 

with complaints about walks not shoveled and ticketed or towed cars. Police cruisers scrambled to assist 

tow truck drivers and to respond to accidents. Inside, the Mayor chaired a meeting to discuss detailed 

operational and finance data of the Traffic Unit of the Somerville Police Department.  The agenda of the 

day’s meeting, which was part of the City’s “SomerStat” performance management program, focused on 

improving current practices of the Traffic Unit, with an eye to more significant changes that could get built 

into the next fiscal year’s budget.  

 Preparation of a budget for fiscal year 2008 (FY08) promised to be bruising. Reports from the 

Statehouse suggested that state aid would be cut once again this year. Meanwhile, the City’s fixed costs 

continued to rise. In 2008, Somerville earned the least revenue per capita of any city in the Commonwealth 

larger than 30,000 residents. In its struggle to close an anticipated $9 million budget gap, however, 

Somerville had one advantage. Compared to many cities, it had considerable information about cost, 

operations, and residents’ concerns that it could use to weigh the tough decisions. 

**** 

 Soon after Mayor Curtatone’s election as Mayor in 2004, he had implemented management systems 

that had made the mechanics of complex City operations more understandable. In the fall of 2004, he 

launched the SomerStat program, which he modeled on the successful “CitiStat” program in Baltimore, 

Maryland.  He hired Stephanie Hirsch, a graduate of Harvard Business School, to set up and run the 
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program.  The SomerStat staff convened monthly meetings with all the City’s biggest departments. At the 

meetings, they studied and discussed data from departmental operations in great depth. 

 In the SomerStat meeting that January day, the Mayor questioned the Traffic Unit Commander.  As he 

talked, the Mayor pointed at slides from a PowerPoint presentation that held SomerStat data. The more he 

saw, the more the Mayor grew agitated. One slide showed results from a recent resident survey. Less than 

half of residents were satisfied with street maintenance, and barely 60 percent were satisfied with traffic 

enforcement. In Union Square, a bustling, semi-industrial neighborhood targeted for several major 

commercial and residential development projects, less than half of residents surveyed felt satisfied with 

traffic control. These results reiterated the opinions expressed in a near-constant flow of complaints at 

community meetings and in e-mails to the Mayor’s Office about traffic volume and traffic control in the city. 

Residents expressed concern about the volume of cut-through traffic and the behavior of drivers, such as 

cars speeding and cars not yielding to pedestrians. As City decision-makers knew, resident opinion reflected 

the underlying, unique problems Somerville faced in handling traffic. Somerville was one of the most 

densely populated cities in the country, with significant cut-through car and truck traffic. Situated between 

Boston’s northern and western suburbs and its downtown, the number of cut-through drivers on city 

streets was extraordinary. Approximately 65 percent of cars driving through the city at rush hour were non-

resident commuters. At the same time, Somerville residents themselves were more likely than average to 

commute by walking or biking. Frustrated walkers were thus exposed to the bad behavior of overwhelming 

numbers of commuters who used narrow residential streets as their off ramps from Highway 93.  

Background on Somerville and its Budget Challenges 

 Somerville, with a population of 77,478, was established as a town in 1842.  The town was originally a 

residential and rural neighborhood of Boston’s Charlestown neighborhood. In the late 1800s, some local 

leaders argued for annexation of Somerville to Boston, since most of Somerville lies within two or three 

miles of Boston City Hall and most Somerville residents worked in Boston. However, Somerville remained 

independent. Throughout the 1900s, immigrants and families from Boston moved into newly constructed 

developments of closely-set triple-decker and Philadelphia style multi-family houses.  

 Today, Somerville is the most densely populated city in New England and the fifth densest city in the 

country. Somerville’s population is an eclectic mix of second and third generation Italians, Portuguese, and 

other ethnicities, with significant communities of recent Haitian and Brazilian immigrants. It also has a large 

artist community and a large population of students who attend Tufts, Harvard, MIT, and other local 

colleges. These groups are attracted to Somerville’s relatively affordable housing. 

 Somerville shares a long border with Cambridge and is generally known as its more crowded, more 

working class, and, according to some, more lively neighbor. While the budget for Cambridge in FY07 was 

$395.5 million for a population of 101,358, the budget for Somerville was $153 million for its population of 

77,478.  While Cambridge earned 60 percent of its tax revenue from businesses and Boston earned 66 

percent, Somerville received only 28 percent of its tax revenues from businesses. With little industry, 
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Somerville is a city of homes, with activity centering on small squares throughout the city, each with its own 

reputation, favorite restaurants, and well-known, long-operating small businesses like Gracco's Bowl-Haven 

in Davis Square or Little Vinny’s on Broadway. 

 The City's weak commercial tax base meant Somerville could spend little per capita as compared to its 

peer cities. However, year after year of state aid cuts and falling local receipts had pummeled municipalities 

throughout the Commonwealth and pushed the already handicapped Somerville even further into the red. 

Between 2001 and 2007, Somerville’s direct state aid allocation declined by 11 percent. State aid 

represented 41 percent of the City’s revenue base in FY01, but only 30 percent in FY07. As a result, the City 

has had to rely more heavily on raising local revenues. Like all cities in the Commonwealth of 

Massachusetts, though, the City can only tax property according to the constraints established by 

“Proposition 2 ½”, which restricts property tax increases to 2.5 percent of assessed property value. In 

addition to property tax receipts, the City relied on revenue from fees, fines, licenses, and permits.  

 The City’s number one priority for sustainable revenue growth in coming years was to increase the 

commercial tax base. However, this strategy was not likely to produce revenue in the short-term.  Even as 

revenue growth was limited, fixed costs and employee benefits continued to rise.  In FY07, the City faced 

rising health insurance costs, pension contributions, bargained salary increases, and costs for rubbish 

disposal and snow removal. Another budget buster was the City’s health plan for its employees, which was 

amongst the most generous in the Commonwealth. School spending was also increasing, and the Mayor 

wanted to invest in the city's school system. 

 The combination of limited revenue growth and increased costs created an environment in which 

Somerville had no choice but to scrutinize every penny in its budget. In this respect Somerville faced similar 

problems to middle-sized cities throughout the world: how to deliver basic services, (such as picking up 

trash, street lighting, roads, schools, police, fire, and utilities) on a very restricted budget. The City could not 

do everything, so it needed to prioritize its budget and pay attention to what it could achieve for each dollar 

spent.   

Mayor Curtatone's Management Initiatives 

 Joseph Curtatone grew up on the City’s historic Prospect Hill, a few blocks from City Hall, in a large 

Italian-American family. Prior to his election, the 37-year-old Curtatone coached high school football in his 

free time outside of his legal practice, and he brought a restless, competitive energy to each task of City 

administration.  

 Before his election as Mayor, Curtatone had served on the Board of Aldermen for eight years. As a 

member of the Board - whose chief authority was to approve the City’s annual budget - the lack of 

information available to make budgetary decisions frustrated Curtatone. He asked: “How do we know 

where to cut? How do we increase our efficiency to continue to provide needed service with less funding? 

How can we generate revenue?”
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  Like most cities and municipalities, the City published a line-item fiscal year budget that listed all 

spending under such categories as salaries, overtime, and maintenance of equipment, but offered little 

information on what those bundled categories bought in terms of City service delivery.  (See Exhibit 1: 

Example of Line Item Budget, Department of Public Works.) The deteriorating financial state of the City 

motivated Curtatone to look for ways to improve the amount and quality of management information 

available to City decision-makers. 

 As an Alderman, I found it very frustrating that you can't manage what you don't 

measure.  That's not my statement, that's common sense in the budgeting world 

or the management world and it's a private sector tenet. As a member of the 

Board of Aldermen, your number one role is you're the watchdog of the City 

Treasurer….  If you want to give an analogy, you compare the city of Somerville 

to a corporation where the Mayor's the CEO, the Board of Aldermen is the board 

of directors, the stockholders and shareholders and customers are the people 

living here who depend on the services.  So we're that check and balance.  We've 

got to hold the CEO's feet to the fire.  …We received a budget, but there were no 

outputs and we had no clear performance goals and objectives in what we're 

trying to achieve and how the spending of certain money is justified against 

these goals and objectives.  

 After winning the election and while still mayor-elect, Curtatone had attended a training session for 

new mayors sponsored by the Institute of Politics at the Kennedy School of Government at Harvard 

University. Harvard Professor Linda Bilmes gave a presentation on a financial management technique called 

“activity-based costing (ABC)” that had been used to improve services while holding costs flat in 

Indianapolis. The Mayor believed that the “ABC” approach would complement the City’s SomerStat 

approach by providing decision-makers with an understanding of what different activities within 

departments cost the City. (See Table 1 for a graphical overview of departments, programs and activities.) 

Budget Reform and the Introduction of Performance Budgeting  

 Somerville did not have the money to hire a large consulting firm that could develop and implement an 

ABC budget model. Looking for a solution to this problem, Mayor Curtatone asked Professor Bilmes 

whether some of the students from her “Introduction to Budgeting and Financial Management” class would 

be willing to volunteer their time to assist Somerville in developing an ABC budget. “This kind of project had 

never been done before,” said Bilmes, “so I was apprehensive about whether we could do it. I worried 

about the logistics of moving students, and the content of the work. But I was so impressed with the Mayor 

and his talented staff that I decided to give it a try.” 1 

                                                 
1
  An initial pilot had been completed in the spring and summer of 2004 with Mark Abrahams (consultant), John McGinn 

(then Finance Director) and Dan Newberger (Rappaport Fellow). 
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 Curtatone visited Bilmes’ class and asked the students for their help. Professor Bilmes expected that 

five or six students would take on the challenge. However, students reacted enthusiastically and 63 of the 

97 students in her class chose to participate in the Somerville budget project. Throughout the fall of 2004, 

the students and SomerStat staff fanned out across all eighteen departments in the City. They met with 

each department to identify all of the department’s functional areas—known as “programs” in the 

terminology of ABC budgeting—and they inventoried the “activities” that composed each program. In 

addition, they worked with officials in each department to develop preliminary outputs for each program 

and activity, and outcomes for each program. City officials participated in all aspects of the project, 

including providing feedback to Professor Bilmes for the students’ term grades. (See Exhibit 2: Example of 

Activities and Outputs of the Department of Public Works.)     

 In the project’s initial phase, the City was able, with the assistance of the student volunteers, to 

complete draft activity summaries for all eighteen of its municipal departments.  In the spring of that year, a 

smaller team of students continued to work with the City on the process of tying performance objectives 

and costs to each program. By the time that the Board of Alderman had reviewed and approved the new 

FY2006 budget, the new format had already begun to improve the understanding of officials and residents 

alike about how tax dollars were being spent and how well City departments were doing in meeting their 

core responsibilities and in achieving their strategic objectives. Getting cost and performance data at the 

program level, however, whet decision-makers’ appetites for even more detailed cost analysis. Subsequent 

students worked with the City’s SomerStat unit to provide detailed cost analyses of specific operations 

within departments.   

Preparing the Initial “Program-Based Budget” 

The Mayor hoped to develop a complete activity-based costing budget, in which expenditures 

would be tracked to all of the specific activities carried out by each of the City’s departments. However, 

given the amount of work that would be required to get to that level of detail, the Mayor decided that a 

good intermediate step would be to create a modified activity-based budget, called a “Program-Based 

Budget.” In this budget, spending would be tracked to the programs, or major functional areas, within each 

department, but not down to the individual activities within each program.  Then the Mayor hoped to drill 

down to the activity level in areas of particular interest.  

 The purpose of the new “Program-Based Budget” was to help the City more precisely understand 

where money was being spent within each department. So, for example, instead of having a budget that 

simply listed the salaries and expenses for City libraries, the “Program-Based Budget” would allocate those 

expenditures into programs, such as the “Adult Literacy Program” and “Children’s Program.” As a first step 

in making this transition, each department needed to identify the major programs in which it carried out its 

work. Then each department needed to allocate its expenditures to the different programs. For some kinds 

of direct expenditures (like the salary of the Director of the Adult Literacy Program), it was straightforward 

to allocate to the program. But for many types of indirect expenditures (like rent, custodial services, 
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administrative staff, IT), it was much more complicated to determine how much of the department’s 

expenditures should be attributed to each program. The students assisted the Somerville Finance 

Department and SomerStat staff in completing the following steps:   

Step 1: Inventorying Programs and Activities: For each department, student volunteers and/or 

Somerville staff members met with department heads and developed a list of the two to ten major 

programs of the department. Under each of these programs, the team inventoried major activities. For 

both programs and activities, the teams developed an “output” measure, which was a summary measure of 

the level of activity.  

Step 2: Allocating Costs to Programs: The Finance Department generated lists of the personnel 

expenditures budgeted during the fiscal year to each department, as well as lists of “Ordinary 

Maintenance” costs, which were the non-personnel expenditures budgeted. The teams worked with the 

departments to allocate all of the budgeted staff time and Ordinary Maintenance resources. They were 

allocated to either a) one of the departments’ program areas or b) a general “Administration” program, to 

which teams allocated some clerical and other overhead costs.  

Step 3: Establishing Program Outcomes: One of the main benefits of identifying specific programs, 

activities and expenditures was that SomerStat staff could then set performance measures and goals for 

each department more effectively. For example, the Adult Literacy Program could set a target of helping 

ten percent of its adult students pass one of their GED subject tests. The teams worked with each 

department to develop one or two summary measures of the success of a program’s activities –known as 

“outcome” measures.  For departments that chiefly served the public, the teams reviewed results from a 

resident survey, which the City planned to administer every two years.  

 With all of these components in place, the teams and the SomerStat staff assembled the complete 

Program-Based Budget, with reports for each department that captured the information that the teams had 

developed over the course of the year.  (See Exhibit 3: Example of Program Budget for Department of Public 

Works.)  

ABC Budgeting in Action: The Traffic Unit 

 Having the new information increased the Mayor’s and other decision-makers’ desire to have even 

more detailed cost information to make decisions, particularly as worsening financial constraints made 

budgeting cycles very painful. Subsequent teams of City staff and students drilled down into operational 

and cost data within departments, programs and activities to answer questions posed by the Mayor and the 

Board of Aldermen.  

 In the winter of 2006-2007, the Mayor asked a Kennedy School team and SomerStat to focus their 

analysis on the Somerville Police Department’s Traffic Unit, which had been assigned to deal with two 

distinct sources of resident frustration with local traffic patterns. These sources of rising neighborhood 

anger were : (a) increased  passenger traffic from non-resident commuters driving through Somerville on 
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their way to somewhere else (“cut-through” traffic); and (b) commercial traffic such as trucks that were 

driving, often at unsafe speeds, through the city’s notoriously narrow streets.  The challenge for the City 

was to determine how to improve the situation in the most cost-effective way possible.   

 The Mayor wanted to know whether it would be possible for the Traffic Unit to expand traffic 

enforcement and cover much of the cost of that expansion with increased revenue from citations. Some 

staff had suggested that the Traffic Unit could change its operations in ways that would improve 

enforcement and increase revenue. Motivated both by the urgency of resident complaints and the potential 

for expanding enforcement without significant added cost, the Mayor believed that the Kennedy School 

team could help the City develop a more precise estimate of the costs and implications of expanding 

enforcement.  He expressed his hope that any expansion of Traffic Enforcement would “pay for itself” via 

increased citation revenue.  

 The Mayor asked HKS students to assist the City in preparing this analysis. To begin, the students 

interviewed the Traffic Unit’s commander, Lieutenant Paul Allen. Lieutenant Allen was an analytically-

minded, thirty-year veteran of the force, who grew up in Somerville and had gone on to work in almost all 

divisions of the Somerville Police Department (“SPD”), finally finding himself best suited for the Traffic Unit. 

Lieutenant Allen shared the Mayor’s concerns about traffic volume and violations. He had long wanted to 

move the Traffic Unit to “smart enforcements,” which entailed targeting enforcement in problem areas.  By 

working with the Crime Analysis Unit at the SPD, he had identified the most dangerous locations and the 

particular traffic violations that linked to accidents in each location.  (See Exhibit 4: Accident Locations.) 

When piloted, Lieutenant Allen’s enforcement strategy achieved great success. After targeted enforcement, 

the number of accidents in Somerville decreased by 21% (from 935 to 736 accidents) between 2005 and 

2006.  Unfortunately, further expansion of the effort appeared to be limited due to lack of funding for 

enforcement officers.  
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Carrying out an In-Depth Cost Analysis 

 In order to answer the Mayor’s questions on the Traffic Unit, the students needed to drill down from 

the Program-Based Budget into the specific traffic activities. Thus, they undertook the same three steps as 

had been done by the citywide team, but at a further level of detail: 

 Step 1: Inventorying Activities within the Traffic Unit Program: The students met with Lieutenant Allen 

and identified six distinct activities of the Traffic Unit: 

1. Investigate Accidents  

2. Manage Tow Companies  

3. Traffic Enforcement (including ticket issuance and court prosecution of tickets) 

4. Staff/Supervise Crossing Guard Posts 

5. Process Data 

6. Organize Special Events  

 Step 2: Allocating Costs: The students next needed to calculate the costs of these activities by 

determining how staff spent their time and departmental resources to carry out each of their activities. 

These costs included the labor costs of the police officers for each activity, as well as the costs of overhead, 

such as administrative costs and vehicle usage.  

 Lieutenant Allen outlined the Traffic Unit’s structure (See Exhibit 5: Duties of Traffic Unit Staff), which 

allowed the students to allocate staff time to different activities based on a standard 40-hour workweek. 

However, Lieutenant Allen cautioned that though each officer had a general area of focus, there was some 

variability in day-to-day schedules. For example, if a major or fatal accident occurred, the investigation 

could require days of work.   

 Step 3: Establishing Activity Outcomes: The Mayor was most interested in enhancing traffic 

enforcement. Thus, the team focused additional effort on developing the cost, revenue, outputs, and 

outcomes for “Activity #3: Traffic Enforcement” and on understanding the costs and revenue associated 

with different types of traffic enforcement.  

 The students secured data from the State Registry of Motor Vehicles and from the Massachusetts 

Highway Department on traffic citation activity. This data showed revenue generated by ticket issuance. 

Using the information on how to allocate expenses together with the revenue data, the team created an 

overview of the activities within the Traffic Unit Program as shown in Exhibit 6.Do N
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Assignment Questions 

 The Mayor has charged you with determining how much it would cost to expand traffic enforcement 

net of any new revenue generated.  In other words: if the City spends more money on traffic enforcement, 

how much of the cost of doing this is likely to be offset by revenues from additional citations that would be 

issued?  In any government where resources are scarce, this is a critical budget trade-off.  

Allocation of Costs to Traffic Enforcement and the Calculation of Net Cost 

 Begin by addressing the first issue: the cost of traffic enforcement.  For an activity-based costing 

budget, you must determine the costs specifically allocable to “Activity #3: Traffic Enforcement.”  In order 

to do so, you must consider all six activities that make up the Traffic Unit program, so as to determine what 

amount of the total program cost is attributable specifically to Traffic Enforcement.  You must also consider 

both types of expenditures that are applicable to the activity, which in this instance are: (a) Personnel 

Expenditures, and (b) Non-Personnel (aka Ordinary Maintenance) Expenditures. 

Trying to Answer the Question without ABC.  Before using the ABC methodology, Lieutenant Allen 

attempted to assess the Traffic Enforcement activity using only the  information available in his standard 

line-item budget (see Exhibit 7 for a simplified version of the line-item budget for the Traffic Unit).  He noted 

that Officers Donovan, Fabrini, Halloran, Johnson and Kyle issued most of the citations in the City, so he 

added up their salaries, for a total of $302,291.  Lieutenant Allen realized that Sergeant Brown also issued 

citations, but because Sergeant Brown holds a superior rank, Lieutenant Allen did not include Sergeant 

Brown in his analysis.  He also noted that one of the lines in the budget was for new, handheld computer 

equipment to print out citations.  He added this cost of $500 to the cost of the salaries.  He did not add any 

costs for the vehicles used by the officers, since new vehicles were not budgeted for the upcoming fiscal 

year.  He was surprised and concerned to see that his total cost of $302,791 was well above last year’s 

citation revenue of $150,000.  He concluded that the Traffic Enforcement activity is operating at a 

significant deficit and must be reformed right away.   

Question 1:  What are the problems with Lieutenant Allen’s analysis using only a  line-item budget?  How 

can activity-based costing improve the accuracy of his analysis? Prepare for class discussion  

Questions 1 (a) to 1(d) should be answered on the template provided.  

Question 1(a): Allocation of Personnel Expenditures (Answer on Template) 

 Lieutenant Allen wants to try using ABC analysis to help answer this question more accurately. To do 

this, his first step is to figure out how much it costs to perform the traffic function now.  Exhibit 5 

summarizes the results of interviews with each member of the Traffic Unit staff.  It shows how staff 

members allocate their time among the different activities that make up the Traffic Unit program.  In the 

exhibit, the directly attributable time spent on Activity #3: Traffic Enforcement is highlighted in bold.  Use 

this information to complete Part (a) of Template 1.  Assume that staff members work a 40-hour 
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workweek.  For example, if a staff member spends 10 hours per week on the activity, then the allocation of 

time would be 25% (10 divided by 40). The budgeted salaries are drawn from the simplified line-item 

budget in Exhibit 7. 

Question 1 (b): Allocation of Non-Personnel (Ordinary Maintenance) Expenditures (Answer on Template) 

 After allocating the staff’s time and determining the Personnel Expenditures that are applicable to each 

activity, you now must allocate the Non-Personnel expenditures.  These expenditures come from the line-

item budget category called “Ordinary Maintenance”, as shown in the simplified line-item budget in   

Exhibit 7.  Based on the staff member interviews and operational performance, you have already allocated 

most of the Ordinary Maintenance Expenditures as shown in Part (b) of Template 1.   

Selecting and Using a Cost Driver 

 The remaining Ordinary Maintenance Expenditures to be allocated are “Repairs – Vehicles” and “Motor 

Gas and Oil,” and you have decided to use a “Cost Driver” methodology to allocate these expenditures.  A 

cost driver is a unit of measure that is directly related to and directly influences a given expenditure.  For 

example, the City must plow the roads on snowy days.  The more it snows, the more the City must plow, 

and the higher the cost of the “plowing” activity.  Therefore, a good cost driver might be “number of days 

requiring snowplowing” or “number of inches of snow.” 

 Since “Repairs – Vehicles” and “Motor Gas and Oil” both directly involve vehicles, Lieutenant Allen 

believes that a cost driver that relates to vehicle usage would be appropriate.  He is considering three 

alternative cost drivers, but he is unsure which to use, so he asks you for guidance.  (He will use the same 

cost driver for both types of expenditures.)  Review the cost drivers below and recommend one for use in 

the allocation of “Repairs – Vehicles” and “Motor Gas and Oil.”  What are the pros and cons of each cost 

driver? 

 Miles driven per week 

 Hours spent driving per week 

 Hours spent with vehicle per week 

 

 

 Do N
ot 

Cop
y o

r P
os

t



 

 

HKS Case Program 11 of 29 Case Number 1969.0 

 

 After considering each driver, you decide to use miles driven per week.   You have collected mileage 

sheets, linked them to staff and activities, and developed the following totals for each of the activities 

within the Traffic Unit program.   

Using the data in the table below, complete Part (b) of Template 1 

Activity 

Miles Driven per 
Week 

 
% of Total 

Investigate Accidents  35 9.4% 

Manage Tow Companies  2 0.5% 

Traffic Enforcement 242 64.7% 

Supervise Crossing Guards 30 8.0% 

Data Analysis/Data Processing - 0.0% 

Respond to Special Projects and Emergencies 65 17.4% 

   Total 374 100.0% 

 

 
Question 1(c): Calculation of the Total Cost of Activity #3: Traffic Enforcement  

 Now that Personnel Expenditures and Ordinary Maintenance Expenditures have been fully allocated, 

calculate the total cost of the Traffic Enforcement activity. Using your results from Question 1(a) and 

Question 1(b),  

Question 1(d): Calculation of the Net Cost of Traffic Enforcement  

 You must now calculate the revenue that is generated from Traffic Enforcement from  citations issued.  

You can then calculate net cost of the Traffic Enforcement activity (that is, the total cost of the activity less 

the citation revenue generated). 

 To analyze citation revenue generated, you are given detailed information on citations issued for a 

sample month of April 2007, (which represented  one  sample month in citation issuance).  For the full data, 

see Data Table 1: Citations Data (located in the accompanying Excel spreadsheet) and Exhibit 8.  The chart 

below presents information summarized from the raw data in Data Table 1.  In the chart, “Average Revenue 

per Citation” is calculated as “Citation Revenue” divided by the “Number of Citations.”  (For simplicity, the 

sample data for the month of April 2007 have been annualized by multiplying all amounts by 12.)  Note that 

“Citation Revenue” in the chart below includes only those citations that were payable (not warnings) and 

that were upheld in court (not dismissed).  This treatment varies from the data in Exhibit 8, where “Citation 

Revenue” includes the total assessed value, even if a citation was a warning or was subsequently dismissed 

in court. 

 Using the data from the chart below and the information from the previous questions, calculate the 

current net cost of the Traffic Enforcement activity by completing Part(d) of Template 1.  Does Traffic 

Enforcement currently generate a net surplus or deficit for the City? 
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 Annualized Citations by Issuing Officer* 

Officer Name 

Number of 
Citations  Citation Revenue  

Avg. Revenue 
per Citation 

ALLEN 348 $23,340 $67.07 

BROWN 564 $14,520 $25.74 

DONOVAN 636 $39,300 $61.79 

FABRINI 600 $37,500 $62.50 

HALLORAN 540 $24,420 $45.22 

JOHNSON 360 $11,580 $32.17 

KYLE 372 $4,680 $12.58 

TOTAL 3,420 $155,340 $45.42 

 

*Note:  In this table, 'Number of Citations' is the number of citations given by each officer in April 

multiplied by 12 to get an annualized number of citations.  This includes all citations given by each 

officer in April, regardless of whether the citation was a warning or was later dismissed in 

court.  'Citation Revenue' in this table includes only revenue actually received by the city for April 

citations, so it does not include citations that were later dismissed in court.   

2. Analysis of Expanding Traffic Enforcement 

 You now have all the background information and tools to respond to the Mayor’s key question:  how 

much would it cost to expand the Traffic Enforcement activity, net of any new revenue generated?  The 

Mayor hopes that any expansion of Traffic Enforcement will “pay for itself” via increased citation revenue. 

Questions 2(a) – (d):  Analyze an Expansion Proposal 

 After further discussions with Lieutenant Allen and his staff, you have assembled the following details 

about a proposed expansion of Traffic Enforcement: 

 Officer Halloran will increase his dedication to Traffic Enforcement from 10 hours per week to 30 

hours per week.  All other Personnel Expenditures will remain the same. 

 

 Officer Halloran’s new schedule will cause the “miles driven per week” cost driver to increase 

from 64.7% to 70%.  All other Ordinary Maintenance Expenditures will remain the same. 

 

 Officer Halloran will focus on issuing citations related to residents’ two distinct concerns – 1) non-

resident “cut-throughs” and 2) commercial truck speeding. 

 

 By spending more time on Traffic Enforcement, Officer Halloran estimates that he will be able to 

increase the number of citations he issues from 45 per month to 75 per month. 
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 His “average revenue per citation” issued is expected to remain the same ($45.22 / citation).  

Using the information outlined above, complete Parts (a) through (d) of Template 2.  (Note that only the 

cells highlighted in yellow need to be updated for this analysis.) 

Question 2(e): Assess the Incremental Net Cost of the Proposed Expansion of Traffic Enforcement 

 Finally, you can use the information regarding the current Traffic Enforcement activity and the 

proposed expansion to assess the incremental net cost of the proposed expansion.  Complete Part (e) of 

Template 2 to calculate the incremental net cost.    

3. Recommendation 

  You are now asked to make a recommendation to the Mayor and the Board of Aldermen.  

Question: Do you recommend that the City undertake the proposed Traffic Enforcement expansion plan?  

Why or why not? 

In making your recommendation, consider the follow factors: 

 Is the expansion expected to increase or reduce the net cost of Traffic Enforcement? 

 

 Does the expansion meet the Mayor’s goal of “paying for itself”? 

 

 What are the consequences of Officer Halloran increasing his time dedicated to Traffic 

Enforcement, with respect to all his other activities?  Are these consequences accounted for in this 

analysis? 

 

 What are the pros and cons of focusing the expansion on non-resident and commercial traffic 

violators instead of resident traffic violators?  Consider both political ramifications and financial 

implications (drawing from the information found in Data Table #1: Citations Data). 

 

 To what extent does the estimate of future citation revenues depend on factors that are difficult to 

predict, such as the behavior of individual officers, the difference between commercial and 

residential driving, and the willingness of officers to issue more payable citations (vs. “warnings”)?    

 

 How accurate is our data; for example, do we expect the citations to vary more depending on the 

month and season?  Is it correct to annualize monthly data?  What concerns do you have about 

this method of analysis? 

 

 How do citation patterns in Somerville compare to other nearby cities?  (See Exhibit 9: Citations 

Issued by MA Cities.) 
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Table 1 
 

 

 
 

An Overview of City Management from an Activity-Based Costing Perspective
(Note: Information is not comprehensive and is presented for illustrative purposes only)

Organization
The City of 

Somerville

 

Departments
Public Works 

Department

Multiple City Departments make up the top-

level organization

Programs Electric Water
Buildings and 

Grounds
OUTCOMES

Multiple programs make up 

a City Department

Activities
Maintain Electrical 

Sys tems

Maintain Water 

Quality and Pressure
Issue Park Permits

Identify Emergency 

Utility Markouts
Maintain Gate Valves

Empty Public Trash 

Barrels

Multiple activites make up 

a program

Provide an Emergency 

Generator Sys tem

Maintain and Read 

Meters

Maintain Open 

Spaces  and Lighting
OUTPUTS

Maintain Sys tems 

Radios

Track and Issue 

Water Permits
Move Furniture

Maintain Fire Alarm 

Systems
Maintain Hydrants

Complete Emergency 

Repairs
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Exhibit 1 
 

Example of Line Item Budget, Department of Public Works 
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Exhibit 2 
 

Activities and Outputs for Public Works Program Budget 
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Exhibit 2, continued 
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Exhibit 2, continued 
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Exhibit 3 
 

Example of Complete Program of Department of Public Works 
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Exhibit 3, continued 
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Exhibit 4 
 

Accident Locations 
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Exhibit 5 
 

Duties of Traffic Unit Staff 
 

 
Person Duties 

Lieutenant 
Allen  

 In his role as commander of the Traffic Unit, Lieutenant Allen analyzes data, proposes new 
ordinances, set priorities, represents the Unit politically at a number of venues, oversees the 
performance of tow companies working for the City or for private companies, and occasionally 
works in the field on projects that need manpower, such as targeted enforcement campaigns. 

 He reported that he spends 30% of his time supervising traffic enforcement or carrying out 
enforcement himself, especially of commercial traffic laws. 

 Lieutenant Allen spends 20 percent of his time overseeing tow companies.  

 Lieutenant Allen divides the remainder of his time approximately evenly supervising the other 
activities of the Unit.  

 In FY2007, Lieutenant Allen attended the prestigious FBI academy for 10 weeks, during which 
time Sergeant Brown assumed the Lieutenant’s supervisory responsibilities.  

Sergeant 
Brown  

 In his role as the number two person in the Traffic Unit, Sergeant Brown supervises traffic 
officers and acts as the main Traffic Unit’s representative to court on routine citations.   

 On Mondays through Thursdays, Sergeant Brown spends approximately half of his time 
working on traffic enforcement and half of his time investigating accidents.   

 Sergeant Brown spends Friday mornings in court to represent the City on any citation that is 
being appealed.  

 Sergeant Brown dedicates the rest of the day on Friday to accident investigations.  

Officer 
Callahan  

 In her role as the Bureau's clerk, Officer Callahan handles data coming into the Bureau, 
including data related to accidents, traffic citations, parking tickets, and covert speed 
monitors. She spends approximately 80 percent of her time on data processing.   

 Also, Officer Callahan manages all the financial dealings with the tow companies, which takes 
about 15 percent of her time.  

 When necessary, she works on special events. However, this work totals no more than two 
hours per week. 

Officers 
Donovan, 
Fabrini, 
Halloran, 
Johnson, 
Kyle 

 These officers participate in targeted traffic enforcement projects, usually for two hours per 
day. They select locations based on data that indicate the location is accident-prone location 
or the site of speed violations.  

 These officers also process data (for example, reporting accidents and writing accident 
reports), which takes about three hours per day.  

 For approximately 14 hours every other week, they work on special events, such as escorting 
dignitaries or managing funerals.  

 Approximately eight hours per week, they cover the shifts of absent crossing guards. 

 

 

 Do N
ot 

Cop
y o

r P
os

t



 

 

HKS Case Program 23 of 29 Case Number 1969.0 

 

Exhibit 6 
 

An Overview of the Somerville Police Department’s Traffic Unit Program 
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Exhibit 7 
 

Simplified Line-Item Budget of the Traffic Unit 
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Exhibit 8 
 

Pivot Table Results – Sample Citations Issued in April 
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Exhibit 8, continued 
 

 
 
 

*Note that Revenue includes the total assessed value, even if a citation was a warning or was 
subsequently dismissed in court. This treatment differs from the chart in Question 1 (d), where Citation 
Revenue includes only those citations that were payable (not warnings) and that were upheld in court 
(not dismissed).  
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Exhibit 8, continued 
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Exhibit 8, continued 
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Exhibit 9  
 

Citations Issued by MA Cities 
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