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Research Note 2: 
Measuring the costs and benefits of AFP investigations 

 
Summary 
 
Recent evaluations confirm that the AFP is a good investment in the fight against 
crime.  Preliminary results suggest that the AFP is returning $5.20 to the 
Australian community for every dollar invested in drug investigations.  Similarly, 
the AFP returns $5.10 to the Government for every dollar invested in fraud 
investigations.  Over 1999-00 and 2000-01, the AFP returned through its fraud 
and drug investigations over $1.5 billion to the Australian community for an 
investment of less than $300 million.  It is intended to refine the methodology 
over time. 

 
 

Drugs
42%

Fraud
16%

Other 
42%

Introduction 
Every Commonwealth agency including the 

AFP is required to have specified outcomes, 
outputs and performance indicators.  Managing 
through outcomes and outputs results in greater 
accountability by agencies to government, the 
Parliament, their clients and the community at 
large. Because ministers must now define policy in 
terms of the outcomes they wish to achieve, 
agencies know exactly what is expected of them 
and can set about delivering the outputs required 
to achieve the specified outcomes. 

As a practical management tool, the outcomes 
and outputs framework requires appropriate 
performance information.  These indicators assist 
managers in the evaluation and design of both 
policy and procedure.  Such indicators are 
becoming increasingly central to the process of 
government in Australia and elsewhere. They give 
ministers, agencies, Parliament and other 
interested parties a database of information on 
performance and effectiveness.  They also provide 
the basis for agencies to develop robust 
performance management systems that allow them 
to maintain a cycle of continuous improvement. 

A regular performance reporting system has 
been put in place by the AFP to meet the 
requirements of the outcome/output framework.  
In addition, the AFP has sought to measure its 
performance through a variety of innovative 
means including benchmarking, where possible, 
against other organisations with similar functions 
and economic evaluation, which is the subject of 
this report.   

Economic evaluation techniques are widely 
used in the private sector and less widely in the 
public sector.  The results of a properly conducted 
economic evaluation allow the Government and 
the community to quantify in economic terms the 
returns they receive for funding the AFP. 

 

 Aim 
As this was the first evaluation of its kind 
undertaken within the AFP, it was decided to trial 
the approach against two well-defined AFP 
functions.  Drug and fraud investigations were 
chosen for two reasons, relevance and 
practicability.  First, they represent the major 
criminal investigations undertaken by the AFP 
(refer Chart 1).  Second, the benefits of such 
investigations are reasonably well documented, 
which is not always the case with other types of 
criminal investigations. 

 
Chart 1. The proportion of investment in criminal 
investigations relating to drugs and fraud 2000-01 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

In 2000-01, $113 million out of a budget of 
$195 million for criminal investigations was 
directed to drug and fraud investigations.  
 
Technical terms 

There are a wide range of measures that 
economists use in evaluating the economic value 
of a given project or function.  Two widely used 
measures are net present value (NPV) which is the 
difference between the costs and benefits of a 
program –its ‘profit’, in other words, and return on 
investment (ROI) which is the number of dollars 
returned by a program for every dollar invested. 
 



Fraud investigations 
The AFP is responsible for the investigation of fraud 

against the Commonwealth.  The potential benefits here 
are obvious.  Successful investigation of fraud cases can 
result in all or any of the following benefits to the 
Commonwealth Government: 

• The recovery of amounts fraudulently received: 
A fraud was considered to be recovered if the 
matter had been settled in Court through a 
reparation order or fine, or was settled out of 
Court by agreement.  Over 1999-00 and 2000-
01, the estimated amount of past losses 
recovered was $58 million. 

• The avoidance of further loss by the 
Commonwealth: AFP investigations tend to 
address frauds in progress.  For the purpose of 
the study, it was assumed that the current value 
of the fraud was a good indicator of potential 
future losses if the fraud had continued 
undetected.  Further research is required to 
establish a more accurate figure.  For the two 
years reported there was an estimated $263 
million in future losses averted. 

• The deterrence of like crimes in the community: 
Deterrence value refers to the fact that the 
prosecution of criminal activity may deter others 
from emulating this type of crime.  
Unfortunately, due to lack of data, the 
deterrence value of fraud investigations was set 
to zero in this analysis. 

 
Table 1. Estimated fraud values, AFP inputs, NPV and 
ROI, 1999-00 to 2000-01 

 1999-00 to 2000-01 

Past losses recovered $58 million 

Future losses averted $263 million 

Estimated benefits $321 million 

AFP inputs $63 million 

NPV $258 million 

ROI 5.1 
 

Table 1 summarises the results.  The value of AFP 
fraud investigations, calculated on this basis, is $321 
million over 1999-00 and 2000-01.  Over the same 
period, it is estimated that the AFP spent $63 million on 
fraud investigations.  The estimated NPV, for the $63 
million invested by the AFP in fraud investigations over 
the two years since June 1999, was $258 million.  The 
ROI for the same period was estimated at 5.1.   

In less technical terms, AFP fraud investigations 
provided a ‘profit’ of $258 million to the 
Commonwealth and returned over $5 for every dollar 
invested by the Government. 

 
Drug Investigations 

The main benefit to be derived from successful drug 
investigations is a reduction of supply of illicit drugs to 
the community and an associated reduction in the cost 
that society bears as a result of drug abuse.  For the 
purpose of this study, the economic benefit associated 
with drug seizures is equivalent to the avoidance of harm 

  
that would be have ensued had these drugs reached the 
community.  The benefit of drug seizures is measured in 
terms of future cost to society avoided. 

There have been a limited number of studies of the 
economic cost associated with drug abuse.  Collins and 
Lapsley (1996) estimated the social cost of drug abuse in 
Australia for 1988 and 1992 and are currently working 
on a more recent estimate of these costs.  In the absence 
of recent direct estimates, street price of drugs seized has 
been used as a surrogate for the economic value of harm 
associated with drug use.  It must be emphasised that 
there is no ready replacement measure for a properly 
conducted study of social cost.  However, there is some 
evidence from the USA that the total street value of 
drugs seized may be a conservative indicator of social 
costs associated with illicit drugs. 

 
Table 2. Estimated value of drug seizures, inputs, NPV 
and ROI, 1999-00 to 2000-01 

 1999-00 to 2000-01 

Estimated benefits $1,189 million 

AFP/Customs inputs $230 million 

NPV $959 million 

ROI 5.2 
 
In Table 2, the estimated value of AFP drug 

investigations after adjusting for purity is nearly $1.2 
billion over the two years reported.  The estimation of 
costs associated with drug seizures is not quite as simple 
as that for fraud investigations because a major 
investment in these seizures is made by another 
organisation.  A significant proportion of AFP seizures 
are the result of joint investigations with the Australian 
Customs Service (65% in 1999-00 and 68% in 2000-01).  
The costs of drug investigations have been adjusted to 
include the estimated cost of Customs contribution based 
on a conservative interpretation of the relativities 
between AFP and Customs costs identified by Collins 
and Lapsley (1996).  On these assumptions, an estimated 
$230 million was invested in illicit drug law enforcement 
by the AFP and Customs over the two years of the 
current study. 

For the $230 million invested in drug investigations 
over the two years since June 1999, the estimated NPV 
was $959 million.  The ROI for the same period was 
estimated at 5.2.  In other words, the AFP has made a 
‘profit’ of $959 million from its drug investigations and 
again returned over $5 to the community for every dollar 
invested by the Government. 

 
Conclusion 

The results of the preliminary analysis confirm that 
the AFP is providing a good return on investment for the 
funds invested in it.  The approach outlined in this report 
should prove useful in establishing and monitoring the 
performance of identified functions within the AFP, 
thereby ensuring that the Government receives the 
outcomes it is expecting for the money it is investing in 
law enforcement.  The methodology used will be 
developed further in the future and updated analyses will 
be published.  
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