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Executive Summary

Most of the cost of crime to business in England and Wales sits below the
surface of firms’ accounts. The costs of stolen stock and vandalised premises
are real and substantial, but they are dwarfed by the costs that show up only
in firm productivity and business formation — the investments that are never
made because the risk is too high, and the businesses that are never started
at all. This report provides the first estimates of the full economic burden
of crime on business, and uses this estimate to evaluate the contribution of
policing to business output. We calculate a benefit-cost ratio for policing of
10.7:1; each £1 invested in policing yields £10.70 in economic benefits. Put
differently, a 10% increase in policing raises annual business output by about
0.35%. Over three years this delivers a net benefit of about £13 billion —
£14.6 billion in gross benefits against £1.4 billion in costs.

This report identifies four channels through which crime imposes economic costs on

business, in order from the most visible to the most consequential:

1. Direct losses and insurance. Stock is stolen, equipment damaged, premises
vandalised, and insurance premiums rise across high-crime areas. Heeks et al. (2018)
estimated the cost of crimes against businesses in England and Wales at £8.7 billion
in 2015/16. These visible costs are real, but they are the floor of the burden, not
the ceiling.

2. Security hardening. Businesses respond to crime by spending on guards, CCTV,
shutters, and alarms. UK retailers alone spent £985 million on crime prevention in
2024/25 (British Retail Consortium 2026). Such spending contributes to measured
GDP but is fundamentally unproductive — a security guard does not increase a
shop’s output, and a reinforced counter does not serve more customers. In a world

without crime, these resources would be deployed productively elsewhere.

3. Uncertainty and reduced investment. Crime makes outcomes less predictable,
and businesses respond by investing less — in equipment, premises, and staff —
than they otherwise would. Because the damage from a bad year is not symmetric
with the benefit of a good one, even moderate increases in risk can produce large

reductions in investment. These foregone investments leave no trace in the data.

4. Viability and location. Where crime is sufficiently high, the costs above exceed the
returns to any commercially viable business. Firms sort across locations according

to their sensitivity to crime, and entrepreneurs facing unfavourable risk-return



calculations do not open at all. The largest and most invisible cost of crime is the

business that is never started.

Quantifying the full burden of crime is difficult precisely because its largest components
are the hardest to observe. Our analysis captures the aggregate effect of all
four channels simultaneously — the direct losses, the unproductive security
expenditure, the foregone investment, and the missing businesses — without
requiring each to be measured separately. We model crime as a drag on area-
level business productivity and estimate its effect within a production function
framework. Our estimation procedure draws on a wealth of data which combines
police-recorded crime, business output, employment, commercial floor space, and business
demography at the level of a neighbourhood (the Lower Layer Super Output Area) for
England.

Four findings warrant particular emphasis:

1. Crime has a substantial and statistically significant effect on local business output;
on average, a 10% increase in neighbourhood crime is associated with a 1% reduction

in business output.

2. Crime also affects business survival: firms in high-crime areas are less likely to be

started, and more likely to fail or move away.

3. Anti-social behaviour matters for business output about as much as violent crime.
The disorder anti-social behaviour produces — graffiti, vandalism, harassment — is

as economically damaging to business as more serious crimes.

4. The impact of crime differs across space according to the business activity. Businesses
in rural areas, and those in the primary sector — agriculture, fishing, and related
activities — are considerably more sensitive to local crime than the average firm.
These businesses are less able to absorb crime through additional security expenditure,

and their operations are difficult to relocate.

We conclude that further investment in policing will deliver a substantial return.
Our finding of a 10.7:1 benefit-cost ratio is substantially larger than many other possible
public investments, and indeed larger than the 4:1 benefit-cost ratio established in our
previous report through the housing market channel. The two estimates are complementary,
not overlapping: the first captured the value households place on reduced crime where they
live; this report quantifies the additional value crime reduction creates for the businesses
that operate in those same areas. Taken together, they provide a powerful economic case

for policing, quite apart from its social, criminal-justice, and welfare benefits.
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1. Introduction

1.1. Overview

Running a successful business is hard. Managers and entrepreneurs must navigate un-
certainty about customers, recruit and retain capable staff, undertake risky investments
in equipment and premises, comply with regulation, and build and protect a reputation.
Whilst these challenges are difficult enough on their own, crime makes each of them harder.
The risk of theft, vandalism, or fraud deters investment in shops, restaurants, and offices.
The fear of crime may deter customers from visiting an area and employees from working
there. The uncertainty that crime creates discourages the kind of long-term, illiquid
commitments — expanding premises, taking on staff, investing in new equipment — on
which business growth depends. And at its most damaging, crime can render commercial
activity unviable altogether, creating areas where businesses close, relocate, or are never
started in the first place. Policing, by reducing crime, makes an important contribution
to the success of business in England and Wales. This report investigates how large that

contribution is.

This is a question on which there has been, to our knowledge, no direct empirical evidence
for the United Kingdom. This is surprising. The government spent £17.4 billion on
policing in England and Wales in 2025/26, and the total cost of crime to UK businesses
alone has been estimated at £8.7 billion (Heeks et al. 2018) — a figure which, as we argue
in Chapter 4, almost certainly understates the true burden considerably. One reason for
the lack of research may be that the primary purpose of policing is seen as being to reduce
crime, and that the benefits of this are widely accepted. This is of course true, but it
leaves open the question of how large the economic contribution actually is. A second
reason may be that the broader effects of crime on business are inherently hard to capture.
In particular, the most consequential costs — the investments not made, the customers
deterred, and the businesses that are never started — cannot be measured directly. This

report leverages cutting-edge econometric modelling techniques to fill this gap.

Our approach combines a decade of neighbourhood-level data on crime and business output

across England with a production function framework in which crime reduces area-level



total factor productivity. This framework captures the aggregate effect of all the channels
through which crime affects business — direct losses, unproductive security expenditure,
foregone investment, and the missing businesses — without requiring each to be measured
separately. We combine our estimate of the cost of crime to business with established
evidence on the effectiveness of policing in reducing crime to derive the aggregate value of

policing to business in England and Wales.

Our findings indicate that this contribution is very large. We estimate that a sustained
10% increase in crime per worker reduces local gross value added by approximately 0.96%
over three years — equivalent to around £600,000 per year for the average neighbourhood.
The effects are felt across the economy, but are particularly acute for primary industries,
retail, and the public sector. Property crime, violent crime, and anti-social behaviour all
inflict statistically significant damage on business output; notably, the impact of anti-social
behaviour per offence is comparable to that of violent crime, despite the disparity in how

the two are treated in law.

As well as reducing business output, the intensity of local crime also determines whether
firms survive. A firm started in 2013 in a small area with a crime rate in the top 10% had
a 19% chance of surviving until 2023. A firm started in an area with a crime rate in the
bottom 10% has a 45% chance of still being in business. Further analysis shows that crime
also reduces the number of active businesses in an area, consistent with the theory that it

drives existing firms out and deters new entry.

Combining these estimates with evidence that a 10% increase in community policing
reduces crime by 3.6% (Draca, Machin, and Witt 2011), we find that such an increase
would generate approximately £7.7 billion in additional business output in England and
Wales per year once the full effects have materialised. This allows us to undertake a
cost-benefit analysis which suggests that, in net present value terms, a 10% increase in
community policing would deliver benefits worth approximately £13 billion over three
years (a gross benefit of about £14.6 billion against costs of £1.4 billion), a benefit—cost
ratio of approximately 10.7 to 1. That is, each pound invested in additional community

policing is associated with roughly £10.7 in additional business output.

It is important to note that these estimates describe the likely economic benefit of a
relatively modest change in policing. One should be cautious about extrapolating to much
larger changes. On the other hand, our approach is in several respects conservative: we
consider only the benefits to business of crime reduction, setting aside the substantial
benefits to households documented in the previous NPCC report (Rockey et al. 2025).

This report proceeds as follows. Chapter 2 reviews the empirical literature on the relation-

ship between crime and business. Chapter 3 examines evidence from Business Improvement



Districts, in which businesses voluntarily pay for enhanced policing and security, and
reports evidence on the costs of crime to businesses from the Commercial Victimisation
Survey. Building on the literature, and this evidence, Chapter 4 sets out our theory of
change, describing the four channels through which crime affects business: direct losses
and insurance; security hardening; uncertainty and reduced investment; and the effect on
business viability and location. Chapter 5 presents our data, methodology, and results,
including the aggregate cost-benefit analysis. Chapter 6 concludes. The accompanying

Technical Manual provides additional detail of the data we use and our methodology.

1.2. Scope and Objectives

This report is focused on the contribution of policing to businesses in England and Wales.
Our aim is not to estimate an overall social benefit of policing, as the previous NPCC
report documented, there is no country with high living standards that does not also
have strong enforcement of the law. The same is true of other prerequisites for prosperity
such as infrastructure, education, and a functioning legal system. We do not attempt to
disentangle these prerequisites, our focus is on the contribution of policing to business
through the reduction of geographic crime — that is, crimes which have a clearly defined
location. This reflects the nature of the empirical work we present in Chapter 5, and its
reliance on the geographical location of crimes to estimate their cost. We do not consider
other ways, beyond preventing crime, that policing may benefit business. For example,
visible policing may provide reassurance and a sense of safety beyond its actual impact
on crime that benefits businesses. Likewise, policing supports the broader institutional
framework — contract enforcement, the rule of law — on which all commercial activity
depends. We expect these effects to be real but difficult to quantify, and to the extent

that they are substantial, their omission means our estimates are conservative.



2. Literature Review

2.1. Introduction

Any assessment of the relationship between crime and business activity must confront a
basic di culty: the places with the most business also tend to have the most crime. The
busiest shopping streets, the most popular restaurants, the most visited town centres
all concentrate people, money, and goods in ways that generate opportunities for crime.
This is a consequence of their success, not a defect. Routine activity theory has long
recognised that commercial environments produce crime by concentrating potential targets
and o enders in time and space (Felson and Clarke 1997). Recent empirical work has
con rmed this across a range of settings. Kim and John R. Hipp (2021a) nd, using
data from over 211,000 street segments in Southern California, that business density is
consistently associated with higher crime rates, even after controlling for social structural
characteristics. Importantly, though, the e ect varies by type: local and small businesses
have considerably smaller crime-enhancing e ects than large non-local chains, suggesting
that the relationship between commerce and crime depends on the character of the business
environment as much as its scale (Kim and John R. Hipp 2021b; J. R. Hipp and Hodgen
2024).

The most in uential statement of why disorder matters for commercial environments
remains Kelling and Wilson (1982), whose "broken windows' essay argued that visible
disorder unrepaired vandalism, public drunkenness, aggressive panhandling is not
merely unpleasant but signals to residents, businesses, and would-be o enders alike that
an area is not being looked after. Once that signal is established, customers and capital
begin to withdraw, in a process that often runs ahead of any change in measured serious
crime. The stronger version of the argument that disorder directly causes serious crime,
and that aggressive order-maintenance policing is therefore an e ective crime-control tool
has been heavily contested. Sampson and Raudenbush (1999), using systematic social
observation of over 23,000 street segments in Chicago, nd that once collective e cacy
and structural disadvantage are accounted for, the apparent disorder crime link largely
dissolves. Harcourt and Ludwig (2006) reach a similar conclusion in a reanalysis of New
York City data and the ve-city Moving to Opportunity experiment, and Harcourt (2001)



sets out the broader case against the policing model that became associated with the
theory. The more modest claim that visible disorder erodes con dence in a place, with
measurable consequences for those who live, work, and trade there is, however, well-
supported. Keizer, Lindenberg, and Steg (2008) provide direct experimental evidence that
observed norm violations lead to further norm violations, and Braga, Welsh, and Schnell
(2015), in a meta-analysis of thirty experimental and quasi-experimental studies, nd that
place-based disorder interventions as distinct from aggressive person-focused enforcement
produce modest but statistically signi cant reductions in crime. The mechanism that
disorder shapes how a place is used, and so how it functions economically underpins
much of the evidence reviewed in this chapter.

At the other extreme are places where the absence of business is itself a consequence of
crime. These "business deserts' areas with vacant shopfronts and little commercial activity
arise where crime has made commercial operation unviable (Fisher 1991). Greenbaum
and Tita (2004) show, using longitudinal business data from ve large US cities, that
surges in violence reduce business creation and accelerate business destruction in a ected
areas. The result is not merely fewer shops but a weakened local economy: fewer jobs,
fewer services, and less spending power circulating in the community.

Most places, of course, sit between these two poles. But the coexistence of both e ects
creates a fundamental identi cation challenge: a simple correlation between crime and
business activity may go in either direction, depending on which mechanism dominates.
Areas with thriving commerce may record high crime rates despite the damage crime
does, while areas emptied of business by crime may appear quiet precisely because there
is nothing left to steal. Understanding the true cost of crime to business requires careful
empirical strategies that can disentangle these opposing forces.

This chapter reviews the evidence on how businesses are a ected by crime. The broader
literature on the economic costs of crime, the fear of crime, crime and property prices,
and the policing-crime relationship has been extensively reviewed in the previous NPCC
report (Rockey et al. 2025); we do not repeat that ground. Instead, we focus speci cally
on the crime-business nexus. For broader overviews of business and crime prevention, see
Hopkins and Gill (2017) and Felson and Clarke (1997); for the economic costs of crime
more generally, see Chal n (2015).

A recurring theme will be the relative scarcity of speci ¢ evidence for England and Wales.
Where studies covering England and Wales exist, we prioritise them. Where they do not,
we draw on international evidence but note that the lack of direct estimates of crime's
e ect on business productivity in England and Wales is itself a key motivation for the
approach developed in this report, which is designed to capture the full cost of crime
without needing to measure each mechanism separately.

10



2.2. Measurable Costs: Victimisation, Losses, and
Security

The most straightforward costs of crime to business theft, vandalism, fraud, and the
insurance and security spending they generate are also the most commonly measured
and thus a natural starting point.

The most comprehensive UK estimate remains the Home O ce assessment by Heeks et al.
(2018), which put the total cost of crime against businesses in England and Wales at
¢8.7 billion for 2015/16. This gure covers direct losses from theft, fraud, and criminal
damage, but does not fully capture the indirect costs discussed in subsequent sections.
The Commercial Victimisation Survey (2023) provides more recent evidence on prevalence:
around 26% of businesses in England and Wales were victims of crime in the preceding
twelve months, rising to 41% in the wholesale and retail sector. An earlier survey of
crime against business in Scotland documented the scale and distribution of business
victimisation north of the border (Burrows, Anderson, Bam eld, et al. 1999). Survey
evidence from the small business sector speci cally paints a similar picture. The Federation
of Small Businesses (2023) report Cracking the Case, based on responses from over 500
small rms across England and Wales, nds that 81% of small businesses experienced at
least one crime in the preceding two years, and that 11% reported losses from traditional
crime alone exceeding ¢,10,000. Cybercrime is now reported even more widely than physical
crime, with 72% of small rms a ected. Importantly, around a third of small businesses
did not report their most serious incident, citing in many cases a lack of con dence in the
police response meaning that headline gures, large as they are, are likely to understate
the true scale.

Security spending by UK businesses is large and growing. The British Retail Consortium
reports that retailers alone spent ¢,985 million on crime prevention in 2024/25, with nearly
¢5.5 billion spent over the preceding ve years (British Retail Consortium 2026). These
gures capture only the retail sector; total business expenditure on security across the
economy will be considerably higher. Nils Braakmann and Croft (2025), studying a policy
change at a large UK supermarket chain, provide recent evidence on how private-sector
crime prevention strategies interact with local crime one of few UK studies to examine
the e ectiveness of business-level security decisions.

Qualitative and mixed-methods research adds depth to these aggregate gures. Lamb et al.
(2024), drawing on 74 interviews with small business owners in Sta ordshire, nd that
crime is a persistent concern for businesses but that perceptions of police responsiveness
and the framing of "business crime' by o cials often do not match the lived experience of
business owners. This is consistent with a broader nding in the criminology literature:
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studies of commercial victimisation tend to focus on measuring direct threats to businesses
rather than assessing the full impact of crime on business operations (Hopkins and Gill
2017).

International evidence supports these patterns. Across 34 countries in Europe and Asia,
Krkoska and Robeck (2009) nd, using enterprise survey data, that crime and the perception
of crime signi cantly alter business conduct and investment decisions. Casten and Payne
(2008) nd similar e ects in the United States, where business owners' perceptions of social
disorder not just their own victimisation predict their decisions to adopt guardianship
strategies. Drydakis (2024) shows, for businesses in Athens, that criminal activity and
social vulnerability cause measurable disruptions to commercial operations.

These direct and measurable costs, while substantial, represent the tip of the iceberg
described in Chapter 4. The less visible costs operating through consumer behaviour,
investment decisions, and business location are the subject of the following sections.

2.3. Crime, Consumers, and Local Economies

Crime a ects businesses not only through direct victimisation but also through its e ects

on the people businesses depend on: customers, investors, and workers. When crime or
the fear of crime deters people from visiting an area, the businesses in that area su er
regardless of whether they themselves have been victimised. This section reviews evidence
on these indirect channels.

The clearest evidence comes from studies of consumer behaviour. Fe and Sanfelice (2022),
using a novel longitudinal dataset combining point-speci ¢ crime data with consumer visit
records in the United States, investigate the local impact of crime on subsequent consumer
visits to food and entertainment retailers. Yilmazkuday (2017) provides complementary
evidence from a di erent angle, exploiting an anti-panhandling ordinance in Sacramento
County as a natural experiment. Using a di erence-in-di erences approach with neighbour-
ing counties as a control group, the study nds that the ordinance which was designed to
protect retailers from the deterrent e ects of street-level disorder a ected local gasoline
prices, consistent with crime-related costs being passed through to retail prices.

At the extreme, large-scale disorder can leave lasting economic scars. V. A. Matheson
and Baade (2004) show that the 1992 Los Angeles riots not only reduced taxable sales in
the city immediately but had a persistent negative e ect on the economic performance
of a ected areas, detectable years after the unrest. While riots are exceptional events,
the nding illustrates a more general point: crime shocks can shift consumer and investor
behaviour in ways that outlast the crime itself.

12



The longer-run analogue of consumer avoidance is residential departure. In an important
paper, Cullen and Levitt (1999) estimate this e ect, nding that each additional reported
crime in a US central city is associated with a decline of roughly one resident, with the
response concentrated among more educated households and households with children
precisely the groups whose spending most supports local commerce. Ellen and O'Regan
(2010) revisit this question for the 1990s, when US urban crime rates fell sharply, and
nd that lower city crime helped retain residents within metropolitan areas, even if it did
not visibly draw new ones in. The asymmetry matters: out ows damage local economies
faster than in ows repair them. While England and Wales have not experienced the scale
of urban ight seen in some US cities, the underlying mechanism that crime reshapes
who lives in an area, and hence who patronises its businesses applies wherever residents
have the means to move. Crime's e ect on local economies operates through the supply
of labour as well as the demand from customers. Velasquez (2020), using longitudinal
household data from Mexico over a period of sharply rising drug-related violence, nds
that self-employed individuals those with the greatest discretion over their working
hours are by far the most responsive to local crime. Self-employed women in particular
reduced hours or withdrew from the labour force entirely, while self-employed men saw
substantial reductions in hourly and total earnings. Wage employees, whose contracts give
them less exibility, were less a ected in the short run. The pattern is consistent with
fear of victimisation acting as a hidden tax on commercial activity, falling most heavily on
those whose engagement with the labour market is most marginal.

Crime also deters private investment in the built environment. Acolin et al. (2021), using
building permit data from six major US cities between 2008 and 2018, nd that increases in
crime on a city block reduce investment in neighbouring properties in the subsequent year,
with spatial spillover e ects extending to adjacent blocks. Stacy, Irvin-Erickson, and Tiry
(2021) reach similar conclusions using gunshot detection technology data a measurement
innovation that avoids the reporting biases inherent in police-recorded crime statistics
nding that gun violence reduces business activity at the place level. These investment
e ects compound over time: each year of deferred maintenance, foregone renovation, or
delayed expansion widens the gap between what an area's commercial environment could
be and what it actually is.

The e ects on commercial property values are also well documented, though the evidence
for England and Wales is thinner than one might expect. Lens and Meltzer (2016), using
an instrumental variables strategy with point-speci ¢ data from New York City, nd that
crime reduces commercial property values, with elasticities ranging from0:1 to 0.5
depending on crime type and geography. Donovan et al. (2024), studying 134 locations
in New Zealand, estimate that crime reduces urban amenity value with elasticities of
approximately 0:06 for rms and 0:09 for workers. To put this in context, the authors

13



note that the worker amenity value is approximately two to three times more sensitive
to crime than to average temperature. For England and Wales, N. Braakmann (2017)
provides the most detailed evidence, using street-level data to estimate the e ect of crime
risk on property prices. The broader literature on crime and house prices, including studies
focussed on England and Wales, is reviewed in detail in Rockey et al. (2025).

Taken together, the evidence on consumer avoidance, reduced investment, and lower
property values points to a consistent picture: crime erodes the commercial environment
in ways that extend well beyond the direct costs to victimised businesses. These e ects
operate largely through the uncertainty and reduced con dence channels described in
Section 4.2.3.

2.4. Crime, Business Location, and the Missing Firm

The costs reviewed in the previous sections direct losses, reduced consumer activity,
lower investment all concern businesses that are already operating. But perhaps the
largest cost of crime to the economy is the reshaping of where businesses locate, which
businesses survive, and which are never started at all.

Businesses, like households, sort across locations according to their sensitivity to local
conditions. Rosenthal and Ross (2010), in a study of ve US cities, demonstrate this
sorting mechanism directly. Comparing retail industries with their wholesale counterparts,
and high-end restaurants with low-end eateries, they nd that businesses more dependent
on pedestrian customers or evening trade and thus more sensitive to crime are
systematically less likely to locate in high-crime areas. Violent crime can reduce the share
of retail employment in an area by over 20%, and the e ect on high-end restaurants during
evening hours is larger still. The implication is that crime does not merely reduce business
activity in aggregate; it changes the composition of local commerce, driving out precisely
the businesses that would most bene t the area.

Investors locating across regions show similar sensitivity. Daniele and Marani (2011)
examine foreign direct investment across Italian provinces over the period 2002 2006 and
nd a strong, robust negative association between the presence of organised crime and
foreign direct investment, even after accounting for the substantial nancial incentives
that have been used to attract investment to the South. Strikingly, nancial subsidies
appear unable to o set the deterrent e ect of crime: foreign investors read high crime as a
signal of weak institutions and an unfavourable business environment, and locate elsewhere
accordingly. The lesson is that crime damages local economies not only by deterring the

14



businesses already there, but by silently removing them from the consideration set of those
that might have come in the absence of crime.

The evidence on business entry and exit reinforces this picture. Barbieri and Rizzo (2022),
studying Italian provinces between 2007 and 2016, nd that crime reduces rm entry rates

not just by deterring particular types of business, but by lowering the overall propensity to
engage in entrepreneurial activity. Greenbaum and Tita (2004) document similar dynamics

in the United States, showing that surges in violence increase business destruction and
reduce business creation in a ected areas. Once businesses leave or close, the recovery is
slow: the economic damage outlasts the crime shock that caused it. John R. Hipp et al.
(2019), using business data from Southern California, nd that neighbourhood crime is
associated with lower business survival rates and higher rates of business mobility that

is, rms that can move do move, leaving behind those that cannot.

UK evidence on the location channel is limited but growing. Mickiewicz et al. (2025), using
granular spatial data from across the UK between 2018 and 2021, show that local social
capital which crime erodes is signi cantly associated with rates of entrepreneurship.
Areas with stronger social capital see more business start-ups, and more ambitious ones:
opportunity-driven, growth-oriented, and innovative. Crime undermines exactly the social
conditions that new business formation requires. Demireva and lacono (2024), analysing
data from the ONS, UK Census, and police street-level crime records, demonstrate the
reverse direction of the relationship for England and Wales: certain types of commercial
activity they study gambling outlets are signi cantly associated with higher local crime
rates, even after controlling for area demographics and deprivation. This illustrates the
two-way relationship between business and crime that makes identi cation so di cult.

Business Improvement Districts provide a further source of evidence for England and
Wales, showing that when businesses collectively invest in local crime reduction, crime falls.
Faggio (2022) nds that BID formation in England and Wales reduces crime by 10 11
incidents per quarter, with the strongest e ects for shoplifting and anti-social behaviour.
We discuss this below in more detail in Section 3.1.

At the extreme, organised crime o ers a stark illustration of how deeply crime can damage
business performance. Forgione and Migliardo (2025), studying civil engineering rms
across ltalian municipalities, nd that ma a activity measurably reduces rm e ciency
and distorts the allocation of inputs. Migliardo and Nicolo (2025), also studying Italian
rms, examine the association between perceived crime levels and the pro tability of
high-growth start-ups. While the scale and character of organised crime in Italy di er
markedly from the UK context, these studies illustrate the mechanism at its most extreme:
where crime is su ciently entrenched, it does not merely deter marginal investment it
degrades the productivity of rms that do operate.
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Perhaps the largest and most invisible cost of all is the business that is never started. The
visible costs theft, vandalism, insurance premiums are routinely measured, but they
are almost certainly not the largest. An entrepreneur considering whether to open a shop,
a restaurant, or a small o ce will weigh expected revenues against expected costs. In a
high-crime area, the additional costs higher insurance, more security, the di culty of
recruiting and retaining sta , greater uncertainty, the risk of a crime spike that renders
the business unviable may tip the calculation from marginal to negative. The potential
entrepreneur does not open; the business is never registered; the employees are never hired,;
the customers are never served. Less drastically, rms that do open may invest less than
they otherwise would. These costs are, by de nition, unmeasured. No survey counts the
businesses that do not exist, nor the jobs that were never created. Yet for areas where
crime has been persistently high, the accumulation of such foregone enterprise may dwarf
the costs borne by the businesses that do operate there (Barbieri and Rizzo 2022; Bates
and Robb 2008).

2.5. From Policing to Business Outcomes: The
Evidence Gap

The evidence reviewed in the preceding sections establishes that crime reduces business
activity through multiple channels from direct victimisation and consumer avoidance to
deterred investment and the businesses that are never started. The remaining question for
this report is whether policing, by reducing crime, generates measurable economic value
for businesses.

The causal link from policing to crime reduction is well established and has been extensively
reviewed elsewhere (Rockey et al. 2025). The consensus from the empirical literature is
that increases in police presence reduce crime, with credible estimates suggesting that a
10% increase in police numbers reduces crime by between 3 and 5%, depending on the
crime type and context. This evidence base, which draws on a range of identi cation
strategies including natural experiments and instrumental variables, is not in serious
dispute; we do not re-review it here.

What is lacking is evidence on the next link in the chain: from crime reduction to business
outcomes. No existing study, to our knowledge, estimates the causal contribution of
policing to business output in England and Wales. This report will Il this gap. The
qualitative evidence is suggestive. Lamb et al. (2024), in the Sta ordshire context,
document similar perceptions among business owners, who view crime as a persistent and
under-acknowledged constraint on their operations. Kennedy (2020), interviewing 38 small
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and medium-sized enterprises across ve neighbourhoods in Detroit, nd that businesses
value the presence of private policing and see crime as one of the leading threats to their
viability. But neither study provides a quantitative estimate of the productivity e ect.

Beyond England and Wales, direct estimates of crime's e ect on business success are also
scarce. The closest international evidence comes from settings of substantially higher
violence than England and Wales have experienced. Rozo (2018) estimates, using plant-
level Colombian data and a credible policy instrument, that a one per cent increase in
homicides reduces aggregate rm production by approximately 0.4%, working through
lower output prices, lower wages, and reduced rm-level production. Velasquez (2020),
using Mexican household panel data, documents large e ects of local violence on the self-
employed in particular. At a more aggregate level, Detotto and Otranto (2010) estimate
that crime exerts a small but persistent drag on Italian GDP growth, with the e ect
noticeably larger during recessions. Each of these studies points in the same direction, but
each is set in a country whose level and character of crime di er markedly from those in
England and Wales. The contribution of this report is to provide the rst such estimate

for England and Wales, using methods that are robust at the scale and structure of crime
that English and Welsh businesses actually face.

Business Improvement Districts o er indirect evidence, in that businesses voluntarily pay
for enhanced security and policing services, and crime subsequently falls. This revealed-
preference evidence is discussed further in Section 3.1. Cellini and Nobre (2023) show
that BID openings in London lead to house price increases of around 3%, consistent with
BIDs improving local conditions though this captures the residential rather than the
commercial bene t.

The absence of a direct estimate of policing's contribution to business productivity in
England and Wales is the gap this report seeks to Il. Our approach described in
Appendix A and implemented in Chapter 5 combines an estimate of crime's e ect on
area-level business productivity with established estimates of the policing-crime relationship
to derive the aggregate value of policing tobusiness in England and Wales. By estimating
the e ect of crime on total factor productivity rather than on individual cost channels, this
framework captures the full burden of crime including the invisible costs that dominate
the literature reviewed in this chapter.
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3. Evidence from Business
Improvement Districts and the
Commercial Victimisation Survey

In this section we build on the literature review in the previous section by providing two
complementary forms of evidence for England and Wales. The rst discusses Business
Improvement Districts and the evidence they provide for the value of policing to business.
The second provides a systematic discussion of the Commercial Victimisation Survey to
provide additional context of the scale of crime against businesses and the associated
losses.

3.1. Evidence from Business Improvement Districts

One direct way to assess how much businesses value crime reduction is to examine cases
where they voluntarily pay for it. Business Improvement Districts (BIDs) provide exactly
that. A BID is a de ned geographic area within which businesses vote to impose an
additional levy on themselves, on top of their normal business rates, and to spend the
proceeds collectively on local improvements. Across the 345 active BIDs in the British Isles,
those improvements include street cleaning, marketing, and placemaking; a substantial
share is consistently spent on safety and security dedicated police o cers, uniformed
wardens, CCTV networks, radio link schemes, and crime intelligence portals (Turner and
Stanford 2025).

Two features of the BID model make it useful evidence for this report. First, every BID
requires a ballot of levy-paying businesses, with a simple majority of votes cast and a
majority by aggregate rateable value, and must be re-balloted at least every ve years. Of
the 1,109 ballots held since 2004, over 90% have succeeded (Turner and Stanford 2025),
and many London BIDs are now in their fourth or fth term: when given the choice,
businesses overwhelmingly choose to keep paying. Second, the levy is not a tax in the
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conventional sense it is a collectively-determined investment by the businesses who will
receive the services.

BIDs in England were enabled by Part 4 of the Local Government Act 2003 and the
Business Improvement Districts (England) Regulations 2004. We focus on BIDs in Greater
London, for data availability reasons. London's rst BIDs were established in 2005:
Kingston First, the New West End Company (covering Oxford Street, Regent Street, and

Bond Street), and Better Bankside. By 2025, the British BIDs Annual Survey records

345 active BIDs across the British Isles raising approximately ¢170 million a year in levy
income. Greater London is by far the largest concentration: 78 BIDs raising ¢67 million,
or 39% of the national total (Turner and Stanford 2025).

A reading of London BIDs' business plans, annual reports, and websites makes clear that
safety and security are central to what they buy. The British BIDs Annual Survey reports
that safety, security, and crime reduction are consistently among the top three spending
priorities for BIDs nationally. In London, this spending takes the form of dedicated police
0 cers, on-street security teams, business radio schemes, CCTV operators, and crime
intelligence portals. Table 3.1 gives examples.

The level of investment is substantial. Bexleyheath BID allocates 38% of its budget around
¢,93,500 per year to its Protecting Bexleyheath theme, which funds the dedicated
police o cer; the Northbank dedicates 16% of a ¢1.9 million budget to community safety;
Knightsbridge spends approximately 20% on resilience and business safety; and Harley
Street allocates 15% (about ¢158,550) to its safety and resilience workstream. Of the
22 London BIDs where we can identify spending categories from primary sources, over
half explicitly fund a dedicated police o cer or warden. The British BIDs Annual Survey
reports that security and safety spending averages 18% of total levy income across all
BIDs.

This investment is also geographically widespread. Town-centre BIDs in outer London
(Bexleyheath, Penge, Ealing, Putney, Harrow) invest as much, proportionally, as central-
London BIDs in the West End or around the City. In its most recent renewal ballot,
Bexleyheath asked levy payers which BID service they most wanted to continue: 77%
named the dedicated police o cer. The same priority shows up repeatedly in business-plan
consultations across the rest of London, and it is not limited to wealthy districts. It
Is most prominent where the marginal pound of security spend buys the most visible
bene t typically smaller town centres rather than large commercial cores.

That businesses repeatedly vote to fund security through BIDs is itself evidence: levy
payers must believe the spending pays o, or they would not approve renewal at the rates
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Table 3.1.: Examples of security and policing investments by London BIDs

BID Borough

Levy

Est.

Selected security and policing ac-
tivities

Bexleyheath BID Bexley

The Northbank Westminster
BID

Knightsbridge K&C
Partnership

Harley Street BID Westminster

Penge SE20 BID Bromley

Better Bankside Southwark

New West End Westminster
Co.

1.3%

1.0%

1.0%

1.0%

2%

1.16%

0.8%

2011

2013

2017

2018

2018

2005

2005

Dedicated police ocer; busi-
ness radio scheme; DISC
crime-reporting; PubWatch;
bike-marking programme
On-street community safety team
(7 days/week); emergency noti -
cation system; Night Stars vulner-
ability programme

Evening and Night Time Economy
street team during peak crime pe-
riods; dedicated CCTV operator;
crime intelligence portal

Security ambassadors; crime-
awareness training delivered with
the Metropolitan Police
Uniformed Street Rangers on
weekdays; Shop Safe Radio linked
to Bromley CCTV; PubWatch
chair

Bankside Patrol o cers; CCTV;
Bankside Business Crime Reduc-
tion Partnership

West End Security Group; CCTV,
counter-terrorism resilience train-

ing

Notes: Compiled from BID business plans, websites, and renewal ballot documents. Activities are illustrative rather
than exhaustive; many BIDs also fund cleansing, marketing, and placemaking from the same levy.
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we see. This lets us make what economists call a ‘revealed preference' argument: we can
infer what people value from what they choose to pay for.

Here, this argument is as follows. Every active BID exists because local businesses decided
in the most recent ballot that the extra services funded by the BID were worth more than
the levy they would have to pay. Since security and policing make up a signi cant part

of what many BIDs fund, this provides clear evidence that businesses place real value on
reducing local crime and, by extension, that additional policing is valuable to them.

Of course, it is possible that support for BIDs re ects systematic misperception by
businesses it could be that businesses think BIDs reduce crime and boost business
when, in fact, they do not. Faggio (2022) addresses this question directly. They exploit
the structure of the BID ballot to identify causal e ects. BIDs require both a majority of
votes cast and a majority by aggregate rateable value. Faggio compares BID proposals
that narrowly passed both thresholds to proposals that narrowly failed: treating the close
elections as akin to a coin- ip and then looking at the di erences in subsequent outcomes.
In technical terms, given the two groups are otherwise comparable on observables, but only
the passing proposals receive levy-funded security investment, Faggio is able to compute a
regression-discontinuity estimate of the e ect of BID establishment on local crime.

Studying all BIDs in England and Wales, they nd reductions of approximately 10 11
crimes per quarter in BID areas relative to narrowly-failed-ballot comparison areas. The
e ect is concentrated where one would expect on-street security infrastructure to operate
shoplifting, anti-social behaviour, and public-order o ences. Signs are negative across
other categories but smaller and less precisely estimated.

This evidence is consistent with the discussion above. A dedicated police o cer in
Bexleyheath, the evening and night-time economy street team in Knightsbridge, and
weekend Street Rangers in Penge should primarily a ect the speci ¢ crime categories that
are visible and street-facing where an additional patrol presence or rapid radio contact
could plausibly deter o ending and the evidence is consistent with that pattern.

A complementary line of evidence comes from Cellini and Nobre (2023), who study how
London BID establishment a ects nearby residential property prices. Their working
paper uses geocoded transactions across Greater London 2001 2021, combined with BID
boundaries and levy data. They nd positive capitalisation e ects on residential property
values within walking distance of BID boundaries; e ects strengthen with the size of the
BID's budget and persist over time. This is consistent with BIDs making local areas more
attractive to live near as well as to work in, and with the broader urban-economics result
that crime reduction is capitalised into property prices (Lens and Meltzer 2016; Donovan
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et al. 2024). It also indicates that the value of BID-provided local public goods extends
beyond the businesses paying the levy.

The US BID literature is older and more extensive, and provides a useful comparator.
MacDonald et al. (2010) study the introduction of BIDs in Los Angeles using a di erence-
in-di erences design across over 30 BIDs established between 1994 and 2005. They
nd substantial reductions in robbery and other violent crimes inside BID boundaries
after establishment around 12% on robbery with no evidence of displacement into
surrounding areas. Brooks (2008) examines Los Angeles BIDs from a public-economics
perspective: she models the levy as a price businesses are willing to pay for additional
security, and shows that the implied marginal-cost ratios suggest the investment generates
net social bene t. Hoyt (2004) provides an earlier comparative analysis of BID adoption
across US cities and nds that establishment is followed by measurable reductions in
reported crime, particularly in commercial categories.

The US ndings are consistent with the results for England and Wales. Both literatures
nd that BID-funded security investment reduces the kinds of crime street o ences,
robbery, anti-social behaviour that visible private security can most plausibly deter. The
magnitudes are modest, consistent with BIDs operating at the margin alongside, rather
than as a substitute for, the publicly-funded police service.

3.2. Evidence from the Commercial Victimisation
Survey

The Commercial Victimisation Survey is an annual survey conducted by the Home O ce in
England and Wales recording the extent and nature of crime committed against businesses,
as well as containing information on how businesses are a ected and respond. The survey
is available from 2012 to 2023, but was not collected in 2019 and 2020.

The types of crime aecting businesses. Figure 3.1 reports the prevalence of

crime which businesses experience for di erent types of crime. The most common crime
experienced by businesses is theft, experienced by just over 13% of businesses (as we show
in Figure 3.3, theft prevalence is about twice as high for retail and wholesale businesses).
Other crimes which have a relatively high prevalence include burglary and vandalism, each

a ecting approximately 7% of businesses. Somewhat surprisingly, fraud is a relatively
low prevalence crime relative to others, a ecting approximately 4% of businesses. This
distribution of crime highlights an important role for the police. Most of the crime
experienced by businesses is what might be thought of as street crime: crimes perpetrated
by people in the area.
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Figure 3.1.. Prevalence by Crime Type

Notes:Data are from the Commercial Victimisation Survey 2023.

The types of businesses a ected by crime. Figure 3.2 reports the prevalence of

crime reported by businesses operating in di erent sectors of the economy. The highest
prevalence is in Retail and Wholesale, with 41% of businesses experiencing crime in 2023.
Least a ected are high skilled services, speci cally Information and Financial services, at
less than 15%. Overall, businesses which are more likely to be street facing appear to be
more likely to be a ected by crime compared to businesses which are o ce or industrial
based.

Figure 3.2.: Prevalence by Sector

Notes: Data are from the Commercial Victimisation Survey 2023.

Figure 3.3 shows the reported prevalence the per cent of businesses a ected of

di erent types of crimes by the surveyed businesses operating in the wholesale and retalil
sector. Following a decline over 2012 2014, overall prevalence of crime appears to have
remained fairly stable since 2016. The most common crime experienced by businesses is
theft by customers, at 26%. Anti-social behaviour, assault and threat, and vandalism all
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a ect about 9% of businesses.

Commercial crime and neighbourhood deprivation. Does the extent to which
businesses are a ected by crime di er in less versus more deprived areas? Figure 3.4
shows the prevalence of commercial victimisation according to neighbourhood deprivation
for 2023 (a value of 1 re ecting the most deprived 10% of neighbourhoods, 10 re ecting
the least deprived 10% of neighbourhoods). A couple of things are worth noting. First,
prevalence is highest in neighbourhoods within the most deprived decile; just over 35% of
businesses reported experiencing crime. Compare this to the least deprived decile where
the prevalence is just over 25%. Second, other than the most deprived decile, there is
little variation in the prevalence of commercial victimisation according to neighbourhood
deprivation. The average across most neighbourhood deciles is close to 25%.

The nancial impact of crime. There are several channels through which crime impacts
businesses and commercial output (Figure 3.5). The most common and most nancially
severe among victims include additional sta time needed to mitigate criminal activities,
and the nancial loss that stems from either stolen money or stolen goods and services.
There are also several, more di cult to measure consequences which can be severe and
a ect the bottom line. These include complaints from the local community, impacts on
the wellbeing of sta , and reputational damage. Where crime is persistent, the damage
from these channels can be substantial resulting in fewer customers and di culties in sta
recruitment and retention.

The frequency of victimisation experienced by a business is likely to have consequences for
the overall impact of crime on business output. Figure 3.6 shows the reported severity of
the nancial impact that crime has had according to the frequency with which the business
experiences crime. The picture is stark: businesses that report having only been victimised
once report modest nancial impact from the crime, with 49% saying that there was no
nancial impact. In contrast, for businesses which experience crime several times a day
only 6% report no nancial impact and 30% report a severe impact. This suggests that,
for individual businesses, the persistence of criminal activity is likely to be an important
factor.

Reported crime is signi cantly less than total crime experienced by businesses.

Only a fraction of the crimes committed are actually reported to police. 45% of businesses
state that they never report an incident and 21% state that they only report some incidents
(Figure 3.7). The frequency with which a business reports varies with the frequency with
which a business is victimised (Figure 3.8). Among businesses for whom crime is relatively
infrequent, we see approximately 40% reporting every incident. However, for businesses
which experience crime once a month or more, those reporting shifts to only reporting
some, or not reporting any, incidents.
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Figure 3.3.: Trends in Business Crime Victimisation

Notes: Data are from the Commercial Victimisation Survey 2023.
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Figure 3.4.: Prevalence by Community Deprivation

Notes: Data are from the Commercial Victimisation Survey 2023. IMD is the Index of Multiple Deprivation, which
categorises neighbourhoods by deprivation in multiple dimensions including income, employment, crime, and education
computed by the Ministry of Housing, Communities and Local Government. It is a commonly used measure of the (average)
standard of living in a community. The rates reported are adjusted using linear regression for di erences across region, sector,
and rural and urban communities. Details for these factors are reported in the accompanying Technical Manual Appendix.

Figure 3.5.: Forms of Financial Impact of Business Crime Victimisation

Notes: Data are from the Commercial Victimisation Survey 2023.
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Figure 3.6.: Financial Impact of Business Crime Victimisation: Frequency vs Severity

Notes: Data are from the Commercial Victimisation Survey 2023.

Figure 3.7.: Business Crime Reporting

Notes: Data are from the Commercial Victimisation Survey 2023.
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Figure 3.8.: Business Crime Frequency and Reporting

Notes: Data are from the Commercial Victimisation Survey 2023.
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4. Crime and Business Prosperity:
Theory of Change

4.1. Crime Against Business in England

This chapter sets out the theory of change that underpins this report our account of
how crime damages business prosperity, and, therefore, how policing, by reducing crime,
supports it. Drawing on the literature reviewed in Chapter 2, and the evidence from the
Commercial Victimisation Survey in Section 3.2 we develop a framework that organises
the e ects of crime on business. Section 4.2.5 then connects the framework to the formal
econometric model used in Chapter 5, where the parameter we estimate captures the
combined e ect of all four channels simultaneously, without requiring each to be measured
separately.

4.2. How Crime A ects Businesses

Crime a ects businesses in many ways, and not all of these are equally visible or equally
important. Some are straightforward the cost of replacing stolen stock, or repairing a
vandalised shopfront. Others are more subtle, and potentially much larger the investment
that is not made because the risk is too high, or the business that is never started at
all. One way to think about these costs is to imagine di erences in how business might
operate in a hypothetical crime-free context. In such a setting, businesses would not need
to spend on security or surveillance, the absence of fraud would obviate much costly due
diligence and veri cation, rms could locate freely in areas that are currently avoided,
supply chains would not require expensive safeguards against theft, and employers would
not need to pay wage premiums to attract workers to high-crime areas.

It is useful to organise these di erent e ects along two dimensions. The rst is by the type

of business resource that is a ected: labour, commercial land and premises, or physical
capital and stock. The second is by the type of economic mechanism through which crime
operates. We distinguish four such mechanisms, which we discuss in order from the most
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immediate and easily measured to the most consequential and hardest to observe: direct
losses and increased insurance costs; the cost of security hardening; uncertainty and its
e ect on investment; and the e ect of crime on business viability and location. Figure 4.1
summarises the resulting framework. As we explain below, each successive channel is likely
to be larger than the one before it, but to leave less trace in the data. That is, the most
commonly cited costs of crime to business shoplifting, vandalism, insurance premiums
are almost certainly the smallest part of the problem.

4.2.1. Losses and Insurance

The most straightforward way in which crime a ects business is through direct nancial
losses. Stock is stolen, equipment is damaged, premises are vandalised. These costs are
real and, in aggregate, substantial the Commercial Victimisation Survey (2023) reports
that around 26% of rms were victims of a crime in the preceding twelve months. Rates

in some sectors, such as wholesale and retail, are higher with 41% of businesses in those
sectors being victims of a crime in the last year, and over a quarter (26%) su ering losses
due to customer theft. Precise gures are hard to obtain, but Heeks et al. (2018) estimate
the total costs of crime against businesses at ¢8.7 billion for 2015/16. However, these
direct costs, whilst the most commonly measured component of crime's burden on business,
are likely not the largest. They are better understood as the oor of the cost, rather than

the ceiling.

Capital. Shoplifting and burglary reduce a rm's stock of goods and equipment. For a
retailer, shrinkage from theft directly erodes inventory that is, stock that was purchased

at cost but generates no revenue. For non-retail businesses, burglary of tools, computers, or
vehicles will have similar e ects. Beyond the replacement cost itself, there is the disruption:
a building rm whose tools are stolen loses not just the tools but the working time until
they are replaced. A restaurant that su ers a break-in may lose a day's trade to the
clean-up as much as to the theft itself. These costs, while individually variable, are borne
across the economy by businesses of all types.

Land and premises. Vandalism and criminal damage reduce the value of commercial
property. Grati, broken windows, and damaged ttings impose repair costs on the
business and, if left unrepaired, reduce the attractiveness of the premises to both customers
and sta. Insurance premiums for commercial property will be higher in areas with more
crime, and the cost of that insurance is borne by all businesses in the area whether or
not the individual rm is itself victimised. In areas where crime is su ciently common,
insurance may become una ordable or simply unavailable for certain risks shoplifting
being a notable example leaving the business to bear losses directly. Note that even if
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How Crime A ects Business: Costs by Factor of Production and Channel
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one can insure many of the direct consequences of crime, the cost of insurance is itself
fundamentally a cost of crime.

Labour. Sta who are victims of crime at work whether assault, robbery, or threat
may require time o for injury or trauma. Retailers increasingly report sta absences
following shoplifting incidents that turn confrontational. The costs here include not just
the absence itself, but also the recruitment and training costs if sta choose to leave, and
the less tangible cost of a workforce that feels unsafe in its place of work. Who bears the
cost of such absences will vary in some cases it will be the employee, for example if they
are self-employed, in others it will be, depending on their contract, to some extent their
employer.

These direct losses and their associated insurance costs are the most quanti ed component
of crime's burden on business. But they capture only what is taken or broken. As we
explain below, the cost of trying to prevent those losses is likely to be considerably larger.

4.2.2. Security Hardening & Trust

Businesses do not passively accept losses from crime. They invest in prevention: security
guards, CCTV cameras, metal shutters, lockable display cases, reinforced doors, security
lighting, and so on (Bartel 1975; British Retail Consortium 2025). These investments are
entirely rational responses to the threat of crime, but they are economically unproductive.
That is, a security guard does not increase a shop's output, and a reinforced counter does
not serve more customers. Such costs will contribute to measured GDP, but given they
are fundamentally unproductive and do not increase welfare other than because of crime,
they should not be seen as contributing to economic performance. In a world without
crime, this expenditure would not exist, and the resources it absorbs would be deployed
productively elsewhere. Indeed, many such measures may also limit the productivity of a
business customers experience the visible apparatus of security as a deterrent that may
itself reduce footfall, particularly in retail and hospitality.

The scale of this cost is di cult to measure precisely, but it is likely to be substantial.
The British Retail Consortium (2026) reports that UK retailers spent ¢985 million on
security measures alone in 2024/25, with nearly ¢5.5 billion spent over the preceding ve
years. The year before, UK retailers spent a record ¢ 1.8 billion on crime prevention in
2023/24 (British Retail Consortium 2025). This is about @M% of retail turnover, and
represents lost pro ts of (5,000 per year for a business with annual turnover of ¢500,000
a signi cant cost for a small business.
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Capital. Spending on anti-theft devices, security cameras, electronic article surveillance,
safes, and alarm systems diverts capital from productive investment. A retailer who spends
on tagging equipment could instead have invested in better displays, additional stock, or
an improved online platform. The opportunity cost of such spending is, by its nature,
invisible we observe the security equipment but not the productive investment that was
foregone. The scale of this diversion will vary by sector, but it is unlikely to be trivial for
any business operating in an area where crime is a concern.

Land and premises. Security requirements also constrain how premises can be designed
and used. Metal shutters on a high-street shopfront may deter burglars, but they also
deter customers they signal danger and reduce the attractiveness of the street as a
whole. Bollards, security fencing, and restricted access points limit footfall and the sense
of openness that draws people in. The layout of a shop may be driven more by the need
to minimise theft keeping high-value items behind counters, restricting exits than
by the desire to maximise the customer experience. This trade-o between security and
attractiveness is an important way in which crime a ects business. There often is not a
way to improve security without a ecting the experience of customers or the e ciency of
sta. For a restaurant, the decision about whether to o er outdoor seating may turn on
the perceived security of the pavement as much as the weather. These e ects are di cult
to quantify precisely, but they represent a real constraint on how businesses can use their
most visible asset.

Labour. The most visible labour cost of security is dedicated security personnel. But the
subtler, and potentially larger, cost is the time that non-security sta spend on security-
related tasks: checking bags at exits, monitoring CCTV screens, locking and unlocking
display cases, counting stock more frequently than would otherwise be necessary, and so
forth. Every hour a shop assistant spends on loss prevention is an hour not spent serving
customers.

Beyond the retail sector, crime imposes what might be termed trust and veri cation costs
across a wide range of businesses. A professional services rm in a high-crime area may
need to invest more in vetting clients, securing premises access, or verifying the identity of
visitors. A logistics company may need additional tracking technology and more extensive
checks on deliveries and drivers. A landlord letting commercial units may demand more
extensive references and higher deposits. These costs are rarely attributed to crime they
are simply absorbed as the cost of doing business in a particular environment but they
are nevertheless a consequence of the local crime rate. The distinction between a “security
cost' and a “transaction cost' blurs: both re ect the additional burden of operating in an
environment where trust cannot be taken for granted.

Trust is widely recognised as a foundation of economic exchange. The classic illustration
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is Greif (1993)'s study of the Maghribi traders, a coalition of Jewish merchants operating
across the medieval Mediterranean. Lacking formal courts or enforceable contracts across
jurisdictions, these traders relied on reputation-based networks to sustain long-distance
commerce: a merchant who cheated a partner would be collectively punished by the
coalition, and this threat alone was su cient to enforce honest dealing. The point is not
merely historical. It illustrates a general principle: where trust exists whether sustained
by social norms, reputation, or formal institutions exchange is cheap and trade ourishes.
Where trust is absent, transactions require costly veri cation, monitoring, and enforcement,
and many otherwise pro table exchanges simply do not occur. Crime undermines precisely
this kind of trust. A business owner who has been burgled, or whose neighbours have
been, will not extend the same informal credit, leave goods unattended for collection, or
trust a new supplier's word. The result is not just the direct cost of the crime, but a shift
towards a higher-friction, lower-trust mode of economic interaction.

The empirical evidence on this point is substantial. Knack and Keefer (1997) show, in
a cross-country analysis, that generalised trust measured by the proportion of people
who agree that ‘'most people can be trusted’ is signi cantly associated with economic
growth, even after controlling for income, education, and institutional quality. Zak and
Knack (2001) formalise this relationship, showing that trust reduces transaction costs and
thereby raises the rate of investment and growth. Algan and Cahuc (2010) go further,
exploiting variation in inherited trust among descendants of di erent immigrant groups
in the United States to establish a causal e ect of trust on income and growth. Within
countries, the same logic applies at a local level. In the UK, Mickiewicz et al. (2025) show
that local social capital is associated with higher rates of entrepreneurship across regions,
while Churchill et al. (2023) nd similar patterns in Australian communities, where crime
reduces the social capital on which new business formation depends.

The implication for crime and business is direct. If trust facilitates economic exchange,
and crime erodes trust, then crime imposes a cost on the economy that goes well beyond
the value of what is stolen or the price of what is spent on security. It degrades the
social infrastructure on which e cient economic activity depends. This cost is di cult

to measure it does not appear in any rm's accounts but it may be among the most
consequential of all the channels through which crime a ects business.

The key point here is that all of this expenditure is, in e ect, just an additional cost. It does
not make businesses more productive; it merely returns them closer to the productivity
they would have had without crime. Put di erently, a world in which businesses spent
nothing on security because they did not need to would be richer not by the amount
saved on security alone, but by whatever those resources the guards, the cameras, the
sta time would have produced instead.
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4.2.3. Uncertainty and Reduced Investment

The rst two channels concern costs that businesses actually incur losses su ered, security
purchased. This third channel is di erent. It concerns costs that arise from losses and
expenditures that might occur. A business contemplating an investment whether hiring

a new employee, expanding premises, or purchasing new equipment must weigh the
expected returns against the risks. In an area where crime is common, the variance of
outcomes will be higher: a new shop t-out might be vandalised, a delivery vehicle might
be stolen, an expansion might coincide with a crime spike that drives away customers.
The key point is that it is not the expected cost of crime alone that matters, but its
unpredictability. A cautious entrepreneur facing uncertain losses will discount investment
opportunities more heavily than one operating in a stable, low-crime environment even
if the average cost of crime, taken over many years, is the same in both places (Krkoska
and Robeck 2009).

This is because the damage from a bad outcome is not symmetric with the benet of a
good one. A single bad year a burglary during a renovation, a crime spike that coincides
with a product launch can inict losses that several quiet years cannot o set. Equipment
stolen is equipment that must be replaced before work can resume; sta who leave after
an incident must be recruited and retrained; customers lost to a period of disorder do
not automatically return when conditions improve. The good years, by contrast, do not
generate equivalent windfalls they simply allow the business to operate as planned. The
result is that, even if the average cost of crime is the same in two areas, the area with
greater variability will see less investment, because the downside risks weigh more heavily
than the upside possibilities.

To illustrate, consider two otherwise identical high streets, one with a steady low crime
rate and one with the same average rate but punctuated by occasional spikes. A rational
business owner will invest less in the second, because the risk of a bad outcome a burglary
during renovations, a crime wave that coincides with the launch of a new product line is
higher and harder to plan around. Insurance can cover some of this risk, but not all: no
policy compensates for lost customers, delayed openings, or the reputational consequences
of operating next to a boarded-up neighbour.

Capital. Businesses in high-crime areas will, other things being equal, invest less in
equipment, inventory, and technology (Lacoe, Bostic, and Acolin 2018; Acolin et al. 2021).
A retailer may keep lower stock levels to reduce exposure to theft, even though this
means empty shelves and lost sales. A manufacturer may defer upgrading machinery
because the expected return, net of crime risk, does not clear the hurdle rate. The e ect
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is cumulative: each year of deferred investment widens the productivity gap between
businesses in high-crime and low-crime areas.

Land and premises. Investment in premises renovations, expansions, improvements to
customer-facing areas is particularly sensitive to crime risk because such investments are
illiquid. That is, once committed, they cannot easily be reversed if the local environment
deteriorates. A landlord considering whether to convert an empty unit into a restaurant
will weigh the risk of crime-driven failure more heavily than the risk of ordinary commercial
failure, because crime risk is correlated across all businesses in the area if one fails
because of crime, others are likely to be struggling too.

Labour. Hiring is also an investment. Training a new employee is costly, and the return

on that investment depends on their staying. If crime makes it harder to retain sta
because they feel unsafe, because the commute through a high-crime area is unappealing,
or because the business is less pro table than expected then the expected return on
hiring falls. Businesses may respond by under-investing in training, preferring a less-skilled
but more easily replaceable workforce, or by simply operating with fewer sta than would

be optimal. For some jobs there may not be much choice, and thus this e ect may be
limited, at least in the short run. For others, particularly those requiring scarce skills, the

e ect on hiring decisions may be substantial.

This channel is inherently di cult to observe. The investments that do not happen leave
no trace in the data. No survey captures the shop that was not expanded, the employee
who was not hired, or the equipment that was not purchased. Yet the cumulative e ect of
thousands of such marginal decisions each individually small and rational may be far
larger than the direct losses and security costs that are routinely measured. As we explain
below, the next channel extends this logic to its most extreme form: not just reduced
investment in existing businesses, but businesses that are never started at all.

4.2.4. Viability and Location

The previous three channels describe how crime reduces the productivity and pro tability
of businesses that are already operating in a given area. This fourth channel is di erent
in kind. It concerns whether businesses exist at all, and where. Crime does not merely
reduce the output of rms in high-crime areas it will, for the reasons described above,
determine which areas have rms in the rst place. This is a cross-cutting e ect, one
that operates through all three factors of production simultaneously, reshaping the spatial
distribution of economic activity across neighbourhoods, towns, and cities.
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Businesses, like individuals, make choices about where to locate. A rm choosing where
to open faces a trade-o . Low-crime areas are more attractive lower losses, less need
for security, more willing sta, more con dent customers but because they are more
attractive, commercial rents will be higher and competition for premises ercer (Lens and
Meltzer 2016; Donovan et al. 2024). High-crime areas o er lower rents, but the additional
costs described in the previous sections erode the advantage. In equilibrium, rms will
sort across locations according to their sensitivity to crime: a bank branch or jeweller,
whose stock is high-value and whose customers expect a secure environment, will be more
sensitive than a takeaway or car wash (Rosenthal and Ross 2010). The result is that
high-crime areas tend to lose precisely the businesses that would most bene t the local
economy those o ering higher-value goods and services, employing more skilled workers,
and generating more local spending.

Where crime is su ciently high, the costs described in the previous channels may exceed
the returns for any commercially viable business (Greenbaum and Tita 2004; Fisher 1991).
The result is what might be termed a business desert: an area with commercial premises
but no commerce. Vacant shopfronts signal the absence of economic activity, but the
deeper cost is what that absence means for local residents fewer local jobs, fewer services,
longer and more expensive journeys to shop, and less spending power circulating in the
local economy. Such business deserts tend to be self-reinforcing: vacant premises attract
anti-social behaviour, which increases the perception of crime, which further deters business
entry. Once established, this cycle is di cult to break.

It is worth noting that crime does not, in general, serve solely to eliminate economic
activity. Often, it will instead displace it. The businesses that leave a high-crime area,
or that never open there, will tend to locate somewhere else; the customers who avoid
one high street will shop at another (John R. Hipp et al. 2019; Fe and Sanfelice 2022).
That this has negative impacts on the economy is not necessarily intuitive, as it might be
expected that it just relocates economic activity from one area to others. But displacement
is costly. Businesses are not in their best location; workers are not matched to their best
jobs; customers travel further and pay more. This negatively a ects what economists term
allocative e ciency, a term that captures the idea that ideally rms would operate in the
locations where they are most productive, employ the workers best suited to the role, and
serve the customers nearest to hand. By encouraging businesses to change where they
locate, crime creates a gap between what the economy could be producing and what it
actually produces. The previous NPCC report (Rockey et al. 2025) documented these
displacement e ects for households; the same logic applies, with at least equal force, to
businesses.

Perhaps the largest and most invisible cost of all is the business that is never started. The
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visible costs theft, vandalism, insurance premiums are routinely measured, but they
are almost certainly not the largest. An entrepreneur considering whether to open a shop,
a restaurant, or a small o ce will weigh expected revenues against expected costs. In a
high-crime area, the additional costs higher insurance, more security, the di culty of
recruiting and retaining sta , greater uncertainty, the risk of a crime spike that renders
the business unviable may tip the calculation from marginal to negative. The potential
entrepreneur does not open; the business is never registered; the employees are never hired;
the customers are never served. Less drastically, rms that do open may invest less than
they otherwise would. These costs are, by de nition, unmeasured. No survey counts the
businesses that do not exist, nor the jobs that were never created. Yet for areas where
crime has been persistently high, the accumulation of such foregone enterprise may dwarf
the costs borne by the businesses that do operate there (Barbieri and Rizzo 2022; Bates
and Robb 2008).

This is why estimating crime's e ect on area-level productivity, rather than simply summing
reported losses, matters: it is designed to capture the full cost, including the cost of what
is not there. We return to this issue, and the methodological challenge it poses, in
Chapter 5.

4.2.5. Connecting the framework to the evidence

The framework set out above describes how crime a ects business through direct losses
and insurance; through the security rms must buy to operate; through the investments
deferred in the face of risk; and through the businesses that locate elsewhere or never
start at all. The empirical strategy in Chapter 5 estimates how much. The two need to be
connected, and the connection is in some ways unusually direct.

The regression we present in Chapter 5 delivers a single number: the elasticity of local
business output with respect to local crime (an elasticity is the percentage change in one
variable in response to a 1% change in another). We interpret this as the consolidated
e ect of all four channels operating at once. A year in which crime rises within a given
neighbourhood is also a year in which rms in that neighbourhood spend more on security,
defer some marginal investment, and shed a few businesses at the extensive margin. The
regression cannot, and is not designed to, separate out the relative contribution of each of
these channels. What it does do is recover their combined e ect on local productivity.

This framing has an important corollary. Existing UK estimates of the cost of crime to
business principally Heeks et al. (2018), who arrive at approximately ¢8.7 billion per
year for England and Wales in 2015/16 measure something narrower: the directly-
incurred costs that rms book in their accounts. These are essentially Channel 1 together
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with the visible part of Channel 2: the tip of the iceberg. The estimate our regression
recovers is meant to capture the whole iceberg, including the majority of it that is invisible
from the surface. We return to the comparison between the two in Section 5.5.1.

Businesses combine a range of ingredients workers, buildings, machinery, materials
to produce goods and services. Think of a car manufacturer: it needs steel, factory
space, engineers, and assembly line workers. A law rm needs o ces, computers,
and quali ed lawyers. The mix of ingredients di ers from business to business, and
even from product to product within the same industry.

Economists use the term production function to describe the relationship between
what goes into a business and what comes out of it. At its simplest, it is just a
way of capturing the idea that output depends on inputs and that some inputs
matter more than others. To make this practically useful, economists express the
relationship as a mathematical formula. Crucially, the formula does not assume in
advance which inputs matter most. Instead, it treats those as open questions to be
answered by looking at real-world data. By feeding in data from actual businesses,
we can estimate how much each ingredient contributes to what a rm produces
and by how much output would change if that ingredient became more or less
available.

This framework is exible. It is not limited to physical inputs like steel or machinery.
It can incorporate anything that a ects a business's output including things the
business does not own or control, like the quality of local roads or public transport.

In this report, we extend that logic to crime. A safe local environment acts like any
other input: it enables businesses to operate more e ectively. A shop that su ers
heavy shoplifting, for instance, generates fewer sales from the same sta and stock
than one that does not. By including local crime rates alongside other factors in our
production function, and using detailed geographic data, we can estimate how much
crime or its absence a ects what businesses produce and earn. That is how we
arrive at our estimate of the economic value of cutting crime, and by extension, of
the policing that achieves it.
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5. Calculating the Contribution of
Policing to Business in England and
Wales

5.1. Measuring Business Success, Performance, and
Activity

To understand the contribution of policing to business, we rst need to be clear about
what we mean by business success. At rst glance, the question seems straightforward
enough: a successful business is one that turns a pro t, grows its revenue, employs more
people, or commands a higher overall value. Each of these has obvious appeal as a
yardstick. But each, on closer inspection, turns out to be harder to pin down than it
appears, and increasingly so for larger rms. Analysts therefore reach for more sharply
de ned quantities: EBITDA (earnings before interest, tax, depreciation, and amortisation)

in place of headline pro t; free cash ow, which strips away the accounting choices that
bare prot can conceal; full-time equivalent employment, which puts part-time and casual
workers on a common footing; and enterprise value, which combines a rm's equity and
debt into a single gure for what it is worth. Each of these is a re nement of one of the
familiar ideas prot, revenue, employment, value designed to capture it with greater
precision.

We focus on Gross Value Added (GVA), the standard measure of the value of goods and
services produced by a given sector, industry, or area. GVA has the advantages of being
straightforward to understand, and being closely related to Gross Domestic Product (GDP)
estimates.

It is de ned as the di erence between the value of output produced (how much it sold for)
and the value of the intermediate inputs consumed in producing that output (how much
was paid for them). This gives us:
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GVA = Output Intermediate Consumption (5.1)

Where Output is the total value of goods and services produced, and Intermediate Con-
sumption is the value of the raw materials, components, energy, and bought-in services used
up in the process of production. What remains the GVA represents the value that
producers themselves have contributed through their own labour, capital, and enterprise.

To take a simple example, consider a bakery that purchases ¢10,000 of our, eggs, and
energy (intermediate inputs) and sells ¢25,000 of bread and cakes (output). Its GVA
is ¢15,000. That ¢15,000 represents the value the bakery itself has added, and will
be distributed as wages to its workers, pro ts to its owner, rent on its premises, and
depreciation of its ovens and other equipment.

5.1.1. Relationshipto GDP

GVA is closely related to Gross Domestic Product (GDP). As discussed in Chapter 5 of
Rockey et al. (2025), GDP can be equivalently calculated in three ways: by summing
all expenditure in the economy, by adding up all income, or by aggregating all the
value-added created at each stage of each production process. GVA is the building block
of this third, production-side, approacht

5.1.2. Why GVA Rather Than GDP?

As noted in Rockey et al. (2025), whilst GDP is relatively straightforward to measure at
the national level, at the sub-national level it becomes more complicated. Locating where
spending occurs is dicult for example, if someone orders something online, is the
expenditure at their home, the warehouse, or head o ce? People live in di erent areas
to where they work, raising the question of whether income should be attributed to the
location of the home or the workplace. And apportioning government expenditure across
localities is inherently problematic: how much of the nuclear deterrent does Hertfordshire
receive?

1At the national level, the relationship between GVA and GDP is given by:

GDP=GVA+T products S products (5'2)

Where Tpoqucts denotes taxes on products (such as Value Added Tax) an®poducts  denotes subsidies
on products. The distinction is one of measurement convention: GVA is measured at basic prices (before
product-speci c taxes are levied), whereas GDP is measured at market prices (after such taxes are included
and subsidies netted o). The two measures thus di er only by this tax-and-subsidy wedge, and at the
aggregate national level, GVA and GDP move very closely together.

41



GVA avoids many of these di culties. Because it is a production-side measure, it can
be attributed to the place where production occurs more readily than expenditure-based
GDP.2 It is thus the preferred measure for comparing economic performance across regions,
local authorities, or other sub-national geographies within the United Kingdom.

5.1.3. Limitations

It is important to note, however, that GVA shares many of the broader limitations of GDP
discussed in the main report. In particular, GVA like GDP would treat expenditure

used to clean up after a crime as a positive contribution to economic output, equivalent to
the same expenditure on something that developed a locality rather than merely restored
it to its previous state. Likewise, GVA does not capture the value of goods and services
that are not bought and sold, such as the safety and security provided by policing. Whilst
important, here we abstract from these concerns since our focus is on local business activity
and not broader measures of societal prosperity.

2For this reason, the O ce for National Statistics (ONS) publishes regional and subregional economic
data in terms of GVA rather than GDP.
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Figure 5.1.: The Contribution of Policing to Business in England and Wales: A Production Function Approach



5.2. Data and Descriptive Statistics

5.2.1. Data Sources

Key estimates in this study look at crimes committed within a neighbourhood as de ned
by the ONS lower super output areas (LSOA). These are small census areas with an
average population of around 1,500 people. LSOAs are entirely nested within relevant
higher-level geographies including English Police Force Areas and Local Authorities. The
crime dataset we compile is based on individual crime aggregated to the LSOA level.

Below is an overview of the key data sources used in the main analysis. A full list for all
data are provided in the Technical Manual.

National Crime Data. National crime data come from data.police.uk, a publicly
available data source about crime and policing in England and Wales. It includes monthly
observations about street-level crime at the LSOA level. We use data spanning the period
2013 2023. These data re ect reported crimes only, and di erences over time or between
crime categories may re ect di erences in reporting behaviour in addition to (or rather
than) actual crimes.

Figure 5.2.. Change in Crime Over Time

Notes: Time series plot shows annual reported crimes for England relative to 2012 reports.

Figure 5.2 presents the evolution of recorded crime over the study period. The gure shows
the change in reporting, for selected crimes, relative to 2012 levels. The largest, and most
persistent, increase is with violent crimes; 2022 levels are more than three times greater
than in 2012. This is consistent with what is reported by ONS; the Crime in England and
Wales appendix tables show a 251% increase in violence (O ce for National Statistics
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2025). These increases likely re ect, in part, a signi cant shift in public willingness to
report these crimes.

The overall change in crime reporting was modest, with many crimes showing a signi cant
decrease during the 2020 pandemic. These changes are studied, and shown to be largely
driven by the post-pandemic shift towards greater working from home (J. Matheson et al.
2026).

Economic Output Data. For economic output we use data re ecting annual GVA
disaggregated to the LSOA level. These data are only available for England. This might be
a concern given that the English and Welsh economies are di erent in important respects,
but we allow for this in our empirical work. Data are published by the ONS, and are made
publicly available through the Nomis website.

Employment counts. We collect data on the number of people working in each LSOA.
These data re ect annual estimates from the Business Register and Employment Survey,
and are made publicly available through the Nomis website.

Figure 5.3.: Change in Output Over Time

Notes: Time series plot shows annual GVA, and GVA per worker, for England relative to 2012.

Commercial oor space. An important variable in our estimation will be the amount

of commercial oor space available in an LSOA. These data are made publicly avail-
able through the Valuation O ce Agency's collection of Non-domestic rating: business
oorspace statistics. These data provide information on the oorspace of a range of
properties liable for business rates in England and Wales. Floorspace is also separated out
according to use: retail, o ce, industrial, and other.
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5.3. Descriptive Statistics: Crime and Business Activity
Across Space

Here we provide some descriptive evidence about the relationship between criminal and
commercial activities in England. For this we use data on actual reported crimes and
other characteristics of local authorities. It should be noted that while we can look at
how crime varies according to business concentration, we cannot distinguish in the data
between commercial and non-commercial crimes.

Crime and output per worker. This report is focused on understanding the relationship
between economic output and policing in England and Wales. In doing this we will focus
on two key measures throughout this report: crime per worker and output (measured by
GVA) per worker.

Crime varies with the type of commercial activity. We start by looking at how

reported crimes vary according to the primary commercial activity in di erent local
authorities. This gure provides some interesting additional detail. First, high retail
commercial activity is associated with relatively high amounts across all crimes. In fact, a
higher retail concentration has the strongest association with violent crimes and is second
only to residential concentration for its association with property crime. In contrast, a
higher concentration of urban o ces has a relatively low association with crime; in fact
only property crime is signi cantly di erent from zero.

Figure 5.4.. Crimes by Type of Commercial Activity

Notes: Markers show the average increase in crime per 1000 workers in a local authority for di erent primary sources of
commercial activity. Bars show the 95% con dence interval.

Crime varies with the level of commercial activity. When we compare the intensity
of criminal activity and economic output across di erent areas, there is a clear negative
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relationship. This can be seen in Figure 5.5 which plots the number of crimes per 1000
workers against output per worker across di erent local authorities. Relatively low output
local authorities, such as Blackpool or Burnley, experience crime rates four times higher
than relatively high output local authorities, such as Slough and Wokingham. This is also
true when we look at boroughs across London; higher output boroughs such as Tower
Hamlets and Westminster have crime rates less than half that of Haringey or Lewisham.
However, we need to be cautious about inferring causality from these gures. It is unlikely
that the extraordinarily high output in the City of London is caused by the low crime
rate, rather, as we saw in Figure 5.4, the low crime rate is likely in part due to the high
concentration of o ce-based commercial activity. This emphasises the need for a more
formal analysis as will be done in Section 5.4.

The correlation between economic output and crime is also shown in Figure 5.6 for London
neighbourhoods and Figure 5.7 for local authorities across England. For London, we tend
to see higher crime rates in the north and south-east of the city, where output per worker
also tends to be lower. However, there are pockets of relatively high crime rates in the
central activity zone area, away from the o ce-intensive neighbourhoods towards more
retail intensive places. Aggregating up to the local authority level across England, the
picture is slightly more nuanced. While we see a stark geographic pattern in output per
worker, with higher output found in the south of the country, we see crime rate intensity
varying widely across the country.
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Figure 5.5.: Crime and Economic Output

(a) Local authority districts across England

(b) Local authority districts within Greater London
Notes: These gures plot GVA per worker against the number of crimes per 1000 workers averaged over a 10-year period

(2013 2023) across cities in England. Panel (a) shows local authority districts in England, not including London. Panel (b)
shows local authority districts within Greater London.
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Figure 5.6.. Crime and Economic Output Across London

(a) Reported crimes per 1,000 workers (b) Gross value added per worker

Notes: Calculations are done for lower super output areas in 2023. Boundaries re ect local authorities. Panel (a) shows crime rates (crimes per 1,000 workers) in 2023. Panel (b) shows the
gross value added per worker in 2023.
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Figure 5.7.. Crime and Economic Output Across England

(a) Reported crimes per 1,000 workers (b) Gross value added per worker

Notes: Calculations are done for local authorities in 2023. Boundaries re ect Police Force Areas. Panel (a) shows crime rates (crimes per 1,000 workers) in 2023. Panel (b) shows the gross
value added per worker in 2023. Greater Manchester Police area excluded.



Figure 5.8.. Change in Crime and Change in Economic Output

(a) Local authority districts with populations greater than 250,000

(b) Local authority districts within Greater London

Notes: These gures plot the change in output against the change in crime over a 10-year period (2013 2023) across cities
in England. Panel (a) shows local authority districts with populations greater than 250,000. Panel (b) shows local authority
districts within Greater London.

5.4. Methodology

5.4.1. The empirical approach

In the Technical Manual accompanying this study we derive a formula, based on a
neighbourhood production function, for calculating the value of changes to policing on
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Table 5.1.: Average Crime Intensity per 1,000 Workers by Year

2012 2018 2023

Mean S.D. Mean S.D. Mean S.D.
Property Crime 166 162 277 562 223 433
Violent Crime 62.2 79.4 309 822 357 905
Antisocial Behaviour 186 240 180 510 112 260
Drugs Crime 13.8 24.3 14.5 41.4 17.8 56.1
Other Crime 11.2 19.2 13.8 447 15.6 48.5
All Crime 439 473 794 1,876 725 1,590

Notes: Crime intensity de ned as reported crimes per 1,000 workers. Statistics computed across
LSOAs.

economic output. This formula requires knowledge of two key parameters: one re ecting
the impact of crime on business output, the other re ecting the impact of policing on
crime. The second of these parameters we borrow from a previous study. The focus of
this section of the report is on the estimation of the rst parameter.

Once we have estimates of these parameters in hand, we are able to apply our derived
formula to calculate the impact of a 10% increase in policing on aggregate output. This
calculation is then used in the nal part of our analysis which is to conduct a cost-bene t
analysis for a 10% increase in policing.

Our approach to estimating the contribution of policing to economic output is conservative.

If there are ways in which policing is valuable to business beyond crime reduction, then
we will underestimate policing's contribution to business in England and Wales. However,
our approach is reasonable because crime reduction is the core mission of police forces
(Reiner 2010).

Estimating the value of crime reduction to business

A central challenge in estimating the e ect of crime on business output is that the
relationship runs in both directions. Crime a ects how much a business can produce, but
the nature and scale of business activity also a ects crime. Economists refer to this as
simultaneity, and if it is not dealt with it can seriously distort our estimates.

Figures 5.7a and 5.7b map reported crime rates and GVA per worker, respectively, across
local authorities in England. Comparing the two maps, a clear spatial pattern emerges: the
areas with the highest crime rates tend also to be those with the highest levels of economic
activity. The major urban centres London, Birmingham, Manchester, Leeds, and the
cities of the North East are among the darkest areas on both maps. More rural areas,
particularly in the South West and parts of East Anglia, tend to have both lower crime
rates and lower GVA per capita. Of course, there are exceptions: some local authorities

52



with relatively high crime rates, such as those in parts of the North East, do not have
correspondingly high levels of economic output.

We observe a similar pattern within London. Figures 5.6a and 5.6b show crime rates and
GVA per capita at the neighbourhood level across Greater London. The ner geography
makes the overlap even more striking. Central London in particular Westminster, the
City, and surrounding boroughs has both the highest crime rates and the highest GVA
per capita. Both measures generally decline as one moves outward from the centre, though
there is considerable variation between adjacent neighbourhoods. It is notable that some
of the areas with the very highest crime rates per capita, such as Westminster, are also
among the most economically productive places in the country.

This positive spatial relationship between crime and economic activity is not limited to

a snapshot at a single point in time. Figures 5.5a and 5.5b plot the ten-year percentage
change in GVA against the ten-year percentage change in crime for, respectively, major
cities and local authorities across England, and the London boroughs. Figure 5.5a shows
that, in general, areas with faster GVA growth have also tended to experience faster growth
in crime. Cities such as Wake eld, the East Riding of Yorkshire, and Milton Keynes have
seen relatively strong growth in both. At the other end, Plymouth and Cornwall have seen
falling crime alongside more modest GVA growth. The pattern is not uniform Sandwell
and Walsall, for instance, have experienced high crime growth despite only moderate GVA
growth but the overall positive relationship is clear.

Figure 5.5b shows a broadly similar pattern within London, though with some notable
departures. Westminster and Camden, both boroughs with high levels of economic activity,
have seen growth in both GVA and crime. Hackney stands out with particularly strong
GVA growth. Conversely, several boroughs that have experienced substantial GVA growth
Tower Hamlets, Newham, Southwark, and Lambeth have also seen reductions in crime,
suggesting that the positive relationship is not mechanical.

While the positive correlation between crime and economic activity is consistent with the
idea that areas with more business attract more crime, it would be a mistake to conclude
from these gures that crime is harmless to business, or that it is somehow a marker of
economic success. The same relationship could arise because both crime and economic
activity are driven by common underlying factors, such as population density, transport
infrastructure, or the concentration of commercial premises. This highlights a key issue
which our methodology must address, and which we now discuss.

Figure 5.9 illustrates the three channels through which crime and business output are
linked, and thus why simply observing a correlation between the two is not su cient.
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Channel 1 is the relationship we want to measure: the impact of crime on business. This is
the negative e ect that, for example, causes a shop losing stock to shoplifting to generate
fewer sales than it otherwise would.

Channel 2 is the reverse. Business activity itself a ects crime. A high street with many
shops creates more opportunities for shoplifting. We might therefore observe that areas
with more shops tend to have higher rates of shoplifting. A naive interpretation would
be that shoplifting has no e ect on business, or even that it is somehow associated with
commercial success. But the true explanation is simply that more shops attract more
crime. The crime is, in part, a consequence of the business activity, not only a cause of
changes in it.

Channel 3 captures a di erent problem: other local factors can drive both crime and
business output simultaneously. For example, a new transport link may increase footfall in
an area, boosting business activity but also creating more opportunities for crime. Both
crime and output rise together, but neither is causing the other both are consequences of
the improved transport.

The di culty this creates is that when we observe a correlation between crime and business
output in the data, we cannot be sure how much of it re ects channel 1, which is what we
want to measure, and how much re ects channels 2 and 3. In the transport link example,
a naive reading of the data would suggest that crime is associated with higher output,
masking that crime itself (in this example at least) has a negative e ect on business. If we
simply estimate the production function without addressing this problem, we risk seriously
misstating the e ect of crime on business.

For this reason, it is necessary to use statistical techniques that isolate channel 1 from
these confounding relationships. The approach we take, described in detail in the Technical
Manual, is designed to ensure that our estimates capture the causal e ect of crime on the
value added by businesses, rather than simply the correlation between the two.

Walk through any busy city centre and you will notice two things: lots of commercial
activity, and compared to quieter residential streets nearby relatively high levels

of crime. Does that mean crime is good for business? Of course not. It means that
busy places, almost by de nition, o er more opportunities for crime. More shops
means more shoplifting. More parked cars means more vehicle crime. More people
in public means more street-level o ending.

Economists call this simultaneity: the problem that arises when two things each
in uence the other at the same time. In this context, it means that any pattern we
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observe in the data are likely to re ect a mixture of two very di erent stories the
damage that crime does to businesses, and the tendency of successful commercial
areas to attract more crime. These two e ects pull in opposite directions, and
without a way of separating them, we risk drawing entirely the wrong conclusions.

There's a further complication. Some factors a ect both crime and business activity
simultaneously, without either directly causing the other. A new transport link,
cuts to local services, or even a change in how the police record o ences could all
shift both gures at once. Unless we account for these, they will muddy the picture
further.

The practical consequence is that a straightforward comparison even across
hundreds of areas and many years of data cannot on its own tell us how much
crime actually costs the local economy. What's needed is an approach that lters
out all these confounding in uences and isolates the true e ect of crime on what
businesses produce and earn.

Our approach tackles this problem in three ways. First, rather than comparing
di erent areas against each other, we track the same small areas over time over a
decade in this case. This allows us to hold constant all the xed characteristics of
a neighbourhood, such as its location or the types of businesses present, and focus
only on how things change within that area from one year to the next. Second, we
compare areas within the same broader locality in the same year, which cancels out
anything a ecting an entire district at a given moment such as a shift in recording
practices or a change in local funding. Third, we measure crime as a rate relative to
the number of people working locally, rather than as a simple count. This removes
the distortion whereby larger, busier areas mechanically rack up more crimes just
because of their size, allowing us to focus on whether crime is disproportionately
high or low given the scale of activity present.

Together, these steps allow us to peel away the confounding in uences and arrive at
an estimate of the genuine causal e ect of crime on local economic output.

5.4.2. Results

We estimate the e ect of local crime on local economic output using a panel
regression; a statistical technique that tracks the same set of small geographic areas
repeatedly over time, and uses the variation in both crime and economic output
within those areas to identify a relationship between the two.
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The impact of crime
on business

Other Local
Factors

e.g. a new transport link increases footfall,
boosting both business activity and crime

Figure 5.9.:The simultaneity problem. We want to measure channel 1, the impact of
crime on business output. But channel 2 (reverse causality) and channel 3
(common local factors) contaminate the raw data. A positive local change
such as improved transport links can increase both business activity and
crime, making crime appear associated with higher output and masking its
true negative e ect. Our analysis isolates channel 1 from these confounding
relationships.

Our analysis is based on data covering Lower-layer Super Output Areas (LSOAS)
the smallest geographic unit for which o cial economic statistics are published for
England and Wales, each containing roughly 1,500 to 3,000 residents observed
annually from 2012 to 2023. The outcome we seek to explain is the level of GVA
in each area, which measures the economic value generated by businesses located
there. Our measure of crime is the number of recorded o ences per worker in the
local area, a rate rather than a raw count, for reasons explained below. To capture
the possibility that crime a ects economic output with a delay, we include not only
the current year's crime rate but also its value in each of the three preceding years,
allowing us to estimate the cumulative e ect of a sustained change in crime over a
four-year window.
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Addressing Confounding Factors

A straightforward correlation between local crime and local GVA would be di cult

to interpret, because many things other than a causal e ect of crime on business
could produce it. We address this through three features of the regression design.

Area xed e ects. By including a separate statistical control for each LSOA, we
absorb all time-invariant characteristics of that area, including location, physical
environment, and the long-run composition of its businesses and residents. The
estimated e ect of crime is therefore identi ed entirely from changes in crime and
GVA within the same area over time, rather than from di erences between areas
that might re ect other underlying factors.

Neighbourhood-by-year xed e ects. We also include controls that are speci c to each
Middle-layer Super Output Area (MSOA) groupings of roughly ve neighbouring
LSOAs in each individual year. These absorb any shock or trend that a ected an
entire local neighbourhood in a given year, regardless of its source. This includes
well-known changes to police recording practices (for example, the shift in how
anti-social behaviour was recorded in 2014) as well as broader economic shocks such
as the COVID-19 pandemic, austerity-era reductions in local services, or area-wide
shifts in employment. Comparing LSOAs within the same MSOA in the same year
means these common in uences cancel out. This also, by extension, controls for
di erences between England and Wales.

Crime expressed as a rate per worker. Dividing the count of recorded crimes by
the number of local workers removes a mechanical source of correlation: busier
commercial areas will naturally record more crimes in absolute terms simply because
they contain more people, vehicles, and premises. Expressing crime as crimes per
worker means that what we are estimating is the e ect of a disproportionately high

or low crime burden relative to the scale of local activity. The resulting coe cient
can be interpreted as an elasticity: the percentage change in local GVA associated
with a one per cent change in the local crime rate per worker.

Finally, we cluster standard errors at the LSOA level, allowing for the possibility
that outcomes within the same LSOA are correlated across years.

Overall Results

Using our econometric model, we estimate that a sustained 10% increase in crime per

worker is associated with a 0.96% reduction in local GVA. This estimate captures the
within-LSOA response the change in business output in the same neighbourhood as
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crime rises or falls rather than di erences in output between neighbourhoods which
may be driven by other factors. As explained above, this is the causal impact of crime on
business net of everything else. This gure is the cumulative e ect over the three years
following such an increase in crime, and re ects the fact that the impact of crime on
business builds over time rather than appearing instantaneously. This is for two reasons:

1. Many business decisions take time to implement. For example, the decision by a
manufacturing rm to invest in additional machinery may be a drawn-out process
involving an initial decision, market research, price and product negotiations, and
nally installation and training. This means that if such investment is deterred
by crime, it will take some time for that change in the overall investment level to
manifest.

2. Managers and business owners will, in part, base their decisions, as will potential
customers, not on the reality of the contemporaneous risk of crime but on their
perception and previous experience. Such perceptions take time to adjust.

In Figure 5.10 we display the e ects for the years following a change in the crime level.
Going from left to right are the contemporaneous e ect, the e ect one year later, two
years later, and three years later. The contemporaneous e ect of a 10% rise in crime per
worker is a 0.19% reduction in GVA in the same year. The largest single-period e ect,
however, comes one year later: a 0.56% reduction. There is a further 0.21% reduction two
years later. But, we can see that the right-most point is close to the horizontal zero line,
consistent with there being no e ect or only a small e ect three years after. Adding these
together gives the cumulative four-period response of 0.96% reported above.

To make the percentage changes more concrete, in Table 5.2 we report the implied impact
for the average (mean) LSOA. Such an LSOA has GVA of (61 million and around 960
workers. Of course, LSOAs are very variable, with some city centre LSOAS having many
thousands of workers. As the table shows, the overall impact of a 10% cumulative increase
in crime is as above: 0.96% lower GVA, and for the average LSOA this is around ¢ 6000

a year or (629 less output per worker. These numbers make clear that, whilst in the
abstract a 1% decline in GVA may seem small, these are in fact large e ects. Looking
at the results for the contemporaneous impact, we can see that, whilst this is naturally
smaller than the overall impact, it is still substantial. An increase in crime of 10% has an
immediate impact on the value created by businesses of ¢ 1080 in that LSOA or ¢120
per worker per year, the following year it is ¢338000, and the year after ¢127000. As
before, the e ect three years later is close to zero.
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Table 5.2.: Interpreting the cumulative panel xed e ects estimate

Period 10% rise in crime ¢ per LSOA per ¢ per worker per
per worker year year

Contemporaneous E ect 0.19% lower GVA  ¢¢115k less €120 less

One Year later 0.56% lower GVA ¢¢,338k less c¢, 352 less

Two Years later 0.21% lower GVA ¢¢127k less c¢ 132 less

Cumulative E ect 0.96% lower GVA ¢¢580k less €610 less

Notes: Calculations are based on the cumulative (four-period) panel xed e ects estimate that a sustained 10% increase

in crime per worker is associated, in the long run, with a 1.0% reduction in GVA. As the third year estimates are small
and statistically insigni cant, they are set equal to O for the purpose of calculations. Estimates are computed for the mean
LSOA (GVA c¢¢61M, around 960 workers, and GVA per worker ¢63 ;400); 0:01 (61M 604k per LSOA per year and
¢,604k=960 ¢629 per worker per year.

Results by Crime Type

Of course not all crimes are the same, and we might expect that some categories of crime
will a ect business more than others. In Figure 5.11 we report the results of extending
our analysis to separate out the impacts of di erent types of crime. For simplicity, we
consider broad groups of crime. These estimates can be interpreted similarly to those
above. They tell us the impact of an increase in one kind of crime, assuming that the
numbers of all other crimes stay the same. That is, they isolate the impact of an increase
in one type of crime, allowing for the fact that the numbers of di erent types of crime
may move together. For example, drug crime and anti-social behaviour may be positively
correlated. We can see that the biggest impact is, as may be expected, for property crime:
a 10% increase in property crime per worker is associated with a 0.64% reduction in GVA.
Violent crime and anti-social behaviour (ASB) follow, at 0.34% and 0.43% respectively.
We do not nd any e ect of drug crime, or the 'other crime' categories. This suggests
that to the extent that drugs do have a negative impact on business it is because they are
associated with other crimes.

Whilst the estimated impact of property crimes is larger than those of anti-social behaviour,
they are not signi cantly so, and the substantial impact of ASB on business is in contrast
to the perceived seriousness of these o ences in law. Put di erently, our estimates suggest
that the e ect of a per cent change in ASB has a similar impact on output as a per cent
change in violent crime. One reason for this is that ASB may serve to deter customers,
make the operation of business more di cult, or lead to frequent damage that is costly
but hard to insure against.

We also obtained results for crimes relating to drugs and crimes not elsewhere classi ed,
but in both cases the e ect was very small.
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Figure 5.10.: Distributed-lag coe cients: contemporaneous and three lagged e ects of
crime on GVA.

Notes: Point estimates and 95% con dence intervals from a panel xed e ects regression of In(GVA ) on In(crime per worker )
and three lagged values, with oor-space controls, LSOA xed e ects, and MSOA-by-year xed e ects. Standard errors
clustered at the LSOA level. Sample: 252,591 LSOA-years, 32,837 LSOAs, 2012 2023.

Results by Industry

In the same way that not all crimes are the same, we may also expect some types of
business to be more a ected by crimes than others. For example, rms that rely on
consumers and, particularly, passing trade may be much more at risk of a crime-related
decline in footfall than, as an example, a wholesaler or professional services rm. Allowing
the e ect of crime on GVA to vary across six area types reveals considerable heterogeneity.
Figure 5.12 plots how crime a ects di erent parts of the economy.

The results are revealing. They suggest that crimes a ecting primary industries, such as
agriculture, forestry, or quarrying, are particularly damaging. Speci cally, a 10% increase
in local crime leads to a cumulative 5.5% reduction in GVA. This is over three times as
large as the next most sensitive industry, retail parks, for which a 10% increase in crime
leads to a 1.4% reduction in GVA. There are several explanations for this. First, primary
industries, by their nature, cannot relocate in the face of high crime rates. This means that
they are deprived of a key way in which rms in other sectors respond. Second, primary
industries often involve high-value capital assets such as tractors or combine harvesters
that are hard to secure and monitor, making them vulnerable to theft and damage. Third,
these problems are magni ed by the lower population density associated with the rural
economy, meaning that police response times are inherently much slower and thus, in many
cases, so are the chances of perpetrators being apprehended. Finally, primary industries
often produce commoditised goods on which margins are inherently tight. This means
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Figure 5.11.: The cumulative e ect of crime on business by crime type.

Notes: Point estimates and 95% con dence intervals from a panel xed e ects regression of In(GVA ) on In(crime per worker )
and three lagged values, with oor-space controls, LSOA xed e ects, and MSOA-by-year xed e ects. Standard errors
clustered at the LSOA level. Sample: 252,591 LSOA-years, 32,837 LSOAs, 2012 2023.

that the cost of theft or damage can be equivalent to a large proportion of total revenue.
Likewise, other rural industries, such as tourism, rely on people choosing to travel to
somewhere they would ordinarily not, and this, given that there are many options, means
that customers may be more sensitive than elsewhere.

The impacts on the public sector, o ce-based services, and high streets are 1.4%, 0.9%,
and 0.7% respectively. These are substantial e ects, but again smaller than the impact
on primary sector rms. The smallest e ect is for industrial/production rms, which
while negative, is statistically indistinguishable from zero. This perhaps re ects that such
rms are often located in dedicated premises and, crucially, do not rely upon attracting
customers.

Results by the overall level of crime.

One possibility is that the impact of crime a ects businesses in areas where there is already
a lot of crime more or less than in other areas. For instance, one could imagine that there
is a tipping point-type phenomenon where an increase in crime, in an area where crime
levels are already high, can force many rms out of business, leading to a substantial
impact on GVA. Alternatively, one can imagine that crime in areas where it has been

historically infrequent may have a disproportionate impact because businesses are not
prepared for such an increase in crime in terms of their security arrangements or their
nancial planning. To check whether this is the case Figure 5.13 reports the results of

extending our main analysis to allow the relationship between crime and business output
to vary by the average level of crime. It again compares neighbourhoods to themselves

61



Figure 5.12.: The cumulative e ect of crime on business by industry.

Notes: Point estimates and 95% con dence intervals from a panel xed e ects regression of In(GVA ) on In(crime per worker )
interacted with industry-type indicators, with oor-space controls, LSOA xed e ects, and MSOA-by-year xed e ects.
Standard errors clustered at the LSOA level. Sample: 352,818 LSOA-years, 32,838 LSOAs, 2012 2023.

over time, asking: when a neighbourhood's crime rate rises (or falls) relative to what we
would otherwise expect, what happens to its economic output? The answer, shown in the
gure, is clear the downwards sloping line shows higher crime is consistently associated
with lower output. Crucially, the line is approximately straight, suggesting that there is
no greater sensitivity to crime in low crime areas, or tipping points in high crime areas, or
other such variations. Rather, there is a consistent e ect across LSOAS, supporting the
approach of our other analyses.

Figure 5.13.: Does the e ect of crime vary with the crime level?

Notes: Local-polynomial regression of In(GVA) on In(crime per worker ), both residualised on oor-space controls, LSOA
xed e ects, and MSOA-by-year xed e ects. Histogram bars show the distribution of residualised log crime per worker
(right-hand axis). The support is trimmed to the 0.5 99.5 percentile range. Sample: 349,291 LSOA-years.
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5.4.3. The Number of Businesses

As discussed above, one important way in which crime may a ect business is not just by
reducing the overall pro tability of business, but by leading businesses to fail or, more
subtly, by stopping businesses from ever being formed. We provide evidence on the impact
of crime on local business health from two distinct data sources. Both tell the same
story.

Business Survival

We start by asking: of the companies that exist in a neighbourhood today, how far back
do they go? In a healthy local economy, we would expect to nd a good number of
long-established businesses alongside the new ones. In a struggling one, we would expect
mostly recent arrivals older rms having closed.

Figure 5.14 does exactly this. We take every company on the UK register today, with

an English postcode, and sort it into a grid. Each column is the year the company was
founded, from 2012 to 2023. Each row is a neighbourhood group: the top row holds
the lowest-crime intensity neighbourhoods (as measured in 2012), the bottom row the
highest-crime. Each cell shows how many companies of that founding year are still active
today, relative to the most recent (2023) cohort in the same row. A darker cell means

more of that year's businesses are still going.

The pattern we document is stark. Reading along the bottom row the highest-crime
neighbourhoods the older cohorts fade quickly: companies founded in 2012 are only about
a sixth as numerous today as those founded in 2023. Reading along the top row the lowest-
crime neighbourhoods the temporal fade is far gentler: the 2012 cohort is still around
two- fths the size of the 2023 cohort. That gap is almost three-fold: long-established
businesses are about 2.7 times better represented in today's low-crime neighbourhoods
than in high-crime ones. Put plainly, businesses in low-crime areas are far more likely to
have long histories; in high-crime areas, the business population is overwhelmingly young,
because older rms have not lasted. Where crime is higher, businesses appear to disappear
faster.

Business Activity
Next we use data on active businesses at the wider neighbourhood level (MSOA) to

implement a panel xed e ects speci cation analogous to the one we use for our primary
analysis we relate business activity to local crime intensity, while accounting for local
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Figure 5.14.: Business Survival and Neighbourhood Crime

Notes: This gure shows the probability of a business surviving until 2023, normalised by survival of businesses in the same
crime intensity decile for 2023 incorporations, given the year it was incorporated and the crime decile of the neighbourhood
in which it operates. The spatial unit we use in this analysis is the LSOA. Crime deciles are based on crime intensity at the
LSOA-level in 2012. Source: Companies House, Free Company Data Product (snapshot, May 2026).

capital proxies, wider neighbourhood xed e ects, and district-by-year xed e ects. The
resulting estimates that we present in Figure 5.15 are elasticities the percentage change
in local business activity with respect to a one per cent increase in local crime intensity.
We present the estimates from a model speci cation that allows crime to impact business
activity both contemporaneously, as well as with lagged e ects from up to three years
prior. The headline gure from this analysis is that a cumulative increase in local crime
intensity of 10% leads to a 1% decline in local business activity. It is interesting to
note that this is the same estimated e ect from our output analysis at the LSOA level.
That these two complementary analyses, estimated at di erent spatial aggregations on
two separate measures of business activity, give almost identical estimated impacts of
local crime on business activity highlights the pervasive negative impact of local crime
intensity. Figure 5.15 additionally reports the impact of crime on business activity from a
speci cation where we allow the di erent crime categories to have di erent e ects. Here
we document that violent crime and anti-social behaviour play the driving role in reducing
local business activity.
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Figure 5.15.: Does crime reduce the number of active businesses?

Notes: Point estimates and 95% con dence intervals from a panel xed e ects regression of In(Business Units) on
In(crime per worker ) interacted with industry-type indicators, with oor-space controls, MSOA xed e ects, and LAD-by-

year xed e ects. The coe cient plot presents results from two separate regressions, where: (i) the crime intensity variable

is total crime (red) and (ii) the crime intensity variables are the 5 crime categories (black). In both cases, the speci cation
includes contemporaneous crime, and lags of order 1, 2, and 3 years. The gures present estimates based on the cumulative
e ects of local crime. Standard errors clustered at the MSOA level. Sample: 78,778 MSOA-years, 6,789 MSOAs, 2012 2023.

5.5. The Aggregate Contribution of Policing to

Business in England and Wales
5.5.1. From Local Estimates to Aggregate Contribution
Bene ts to Business of Additional Policing
The estimates in the previous section provide evidence as to the cost of crime to business.
We can combine these with estimates of how policing a ects crime to estimate the e ect
of policing on business. The details of the calculations are provided in the accompanying

Technical Manual, but the key relationship is that the e ect on output of an increase in
policing can be written mathematically as:

E ect on output=R *® (5.3)

whereR is the fraction of crime remaining after additional policing, ands measures how
strongly crime a ects business outcomes. We take from the results outlined in the
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previous section. FoiR, we use the e ect of a 10% increase in policing (measured by hours
worked by community policing teams) implied by Draca, Machin, and Witt (2011), which
corresponds to a 3.6% reduction in crime (i.e.R(= 0:964)). Combinings and R then
allows us to map an increase in policing into an implied change in business outcomes.

The appropriate value fors is the total loss of output associated with an increase in crime.
Recalling from the previous section that the impact of a fall in crime increases business
performance over a three-year period, we thus segtto the total impact over that period
l.e.s= (0:0194 + 00562 + 0:0206) 0:096. This tells us that a 10% increase in crime
Is associated with a 0.96% reduction in GVA over a three-year period.

This implies that a 10% increase in policing raises business output by approximately 0.35%
(sinceR® = (0:964)%%%  1:0035). Applying this to England and Wales combined GVA
of approximately ¢2.2 trillion (2023) implies that the additional output associated with a
10% increase in policing would be approximately ¢7.7 billion (0:0035 ¢ 2:2tn).

Because the e ect builds over three years, the GVA benet of a sustained increase in
policing ramps up over time. In the rst year only the contemporaneous e ect materialises,
giving R%9® 1 0:07%, or ¢1.6 billion. By the second year the lagged e ects begin to
arrive, raising the benet to ¢6.0 billion. From the third year onwards the full cumulative

e ect, ¢7.7 billion per year, is felt.

To calculate the net present value of the bene ts we use a 3.5% discount rate, accounting
for the ramp-up in the rst two years as the lagged e ects materialise. Thus, the NPV of
the crime reduction over the rst three years is ¢14.6 billion.

Comparison with existing estimates

The aggregate above can be set against the existing direct-cost literature, putting the
iceberg framework of Chapter 4 on a quantitative footing. The two estimates should
be compared at the same margin by asking what each predicts for the same modest
reduction in crime.

Heeks et al. (2018) estimate the directly-measured cost of crime to business in England
and Wales at ¢8.7 billion per year at current crime levels stock written o, premises
repaired, premiums paid, security purchased. Assuming, conservatively, that direct costs
of this kind broadly scale with the level of crime, a 10 per cent reduction in crime would
reduce them by approximately ¢0.87 billion per year.

Our estimated elasticity implies that the same 10 per cent reduction in local crime raises
local business output by approximately 1 per cent over three years. As above, applied
to total business output in England and Wales approximately ¢2.2 trillion in 2023
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this corresponds to roughly ¢7.7 billion per year in additional output. The marginal
economic bene t our regression detects is therefore on the order of ten times the bene t
the direct-cost literature would predict from the same reduction in crime.

The di erence between these estimates is what the iceberg in Chapter 4 is designed to
convey. The additional c.¢,7 billion is due to the foregone investment that does not appear
in any rm's accounts; the sta time spent monitoring exits and tagging stock rather than
serving customers; the shop layouts shaped more by loss prevention than by what would
actually draw people in; and most consequentially the businesses that are never
started or do not survive because the expected return, net of crime risk, is too low to be
sustainable.

We cannot, from the regression alone, allocate this hidden share between Channels 2, 3,
and 4 of the framework. But, two pieces of evidence point to where it sits. First, the
parallel elasticity we estimate for the number of active businesses (Section 5.4.3) is close in
magnitude to the elasticity for output, which suggests that the extensive-margin channel
the viability and location of rms contributes a substantial share. Second, the
revealed-preference evidence from Business Improvement Districts (Chapter 3) shows that,
when businesses are given the chance to pay collectively for additional crime reduction,
they take it and at scale, perhaps suggesting costs of crime beyond direct losses.

Costs of Additional Policing

We calculate the cost of increasing the relevant police presence by 10% in a single year as
10% of the community-facing policing budget, approximately 27% of force expenditure.
Applying this to the 2025 26 force funding settlement of ¢17.4 billion gives an annual
cost of ¢0.47 billion per year. The NPV over three years is then ¢1.36 billion.

Net bene t of additional policing for business

Combining the NPV to Business of the reduction in crime, and the NPV of the cost of the
associated increase in policing, we can calculate the NPV of the bene ts.

;13:2 billion = ¢ 14.55, billio ;1:36 bjllion 54
(L3:2pillion = ¢ 14.5p billioy  ¢1:36 Byllion, (5.4)
Net Bene t net present value of net present value cost of
additional business output additional policing
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This implies a net annual bene t of approximately ¢4.40 billion. Put di erently, this
implies a bene t-cost ratio of

Benets _ ¢14:55 billion _

BCR = = ——— =107, _
c Costs _ ¢1:36 bilion _ 10 (5.5)

implying that each ¢1 invested in additional community policing is associated with
approximately ¢10.70 in additional business output. If we were to consider a longer time
horizon, which would mean there were more years in which the full bene t of the crime
reduction due to policing were realised then this would increase further.

We can also look at how this contribution varies across geography. The size of the
contribution will depend on a) the LSOA-speci c e ect of crime, which varies according
to the type of industry in an LSOA, and b) the existing level of output in the LSOA. We
show this variation in Figure 5.16.
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