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ABSTRACT

Civil asset forfeiture, whereby police agencies may profit from seized assets without a
criminal conviction, is a contentious practice. Despite high-profile instances of abuse, law
enforcement has made strong claims that forfeiture provides a critical funding mechanism for
police departments. This paper offers a unique strategy to identify the causal relationship
between asset forfeiture revenue and local policing outcomes, measured by crime reports
and clearances (a standard proxy for police effort). I estimate the impact of a temporary
suspension of Equitable Sharing, a program allowing local police agencies to financially
benefit from asset forfeitures done in collaboration with federal law enforcement. The
suspension was a plausibly exogenous shock to the forfeiture revenue received by participating
police agencies. I exploit pre-suspension variation in program participation to study
this interruption as a quasi-experiment; using a difference-in-differences design, my model
estimates the differential impact of the suspension on participating agencies (treated) relative
to non-participating agencies (control). My results indicate that the suspension led to a 4.7%
increase in the number of violent crimes reported within participating agency jurisdictions
relative to the baseline mean, but it also offers suggestive evidence of a small (2.5%) decrease
in property crime reports as a result of the suspension. These effects appear to cancel out,
producing a consistent null effect on total crime reports. While my results for violent crime
are quite robust, the results for property crimes are more sensitive to model specification.
My results for crime clearances also turn out to be inconclusive; as such, further research is
required to determine whether the suspension’s impact on crime reports stems from a change
in police effort or an alternative explanatory mechanism.
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INTRODUCTION

In 2019, single mother Stephanie Wilson had two of her vehicles seized by the Detroit
Police Department.! In both instances, police stopped Stephanie and seized her vehicle
while she was giving a ride to an ex-boyfriend. A miscommunication with the prosecutor’s
office caused Stephanie to miss the deadline to contest the seizure of her first car, which
was never returned to her. Stephanie’s second vehicle was returned only after months of
legal proceedings, during which time she had to rely heavily on friends and family for
transportation. Neither Stephanie nor her ex-boyfriend were charged with a crime in relation
to these forfeitures.

Cases such as Stephanie’s have incited strong scrutiny of civil asset forfeiture for over
twenty years. The standard of proof required to engage in civil asset forfeiture is quite
lenient in many states, and most allow police agencies to subsume the cash value of the
forfeited property into their own department budgets. Critics argue that this sets up an
incentive system that encourages overuse. Despite the pushback, forfeiture has been steadily
increasing in the US since the early 2000s (Kelly and Kole 2016), with combined measures
of state and federal asset forfeiture more than tripling since 2002 (Knepper et al. 2020). As
justification, law enforcement representatives have argued that the revenue generated from
asset forfeiture is a critical funding mechanism for police departments, and that regulating
the practice would result in poor policing and unsafe communities (Cunningham et al. 2015;
Worrall 2001; Snyder 2021). Empirical research testing this claim is limited, since state-level
reporting requirements are often non-existent or unenforced. Forfeiture and crime also suffer

from a reverse-causality problem, since forfeiture is most often used in high-crime areas, but

Thttps://ij.org/report /policing-for-profit-3 /pfp3content /introduction/
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crime could also be a function of how frequently forfeiture is used within a given jurisdiction.

This study contributes to the literature by examining the impact of an exogenous
interruption in asset forfeiture funds on crime and clearance rates.? ® To do this, I estimate
the causal impact a 2016 suspension of Equitable Sharing, which is a federal program that
establishes revenue sharing procedures in forfeiture cases involving collaboration between
local and federal law enforcement agencies. Forfeiture payments from Equitable Sharing
were suspended for approximately the first three months of 2016 due to two Congressional
budget cuts to the Department of Justice’s Asset Forfeiture Program (AFP) in late 2015.
As a result, no local agencies could receive funds from the Equitable Sharing program from
January 2016 through March 2016, though they could still collaborate with federal agencies
in forfeiture cases. The wide variation in the extent and frequency of police participation in
Equitable Sharing allows me to study the suspension as a quasi-experiment, since a police
department’s response to the suspension is likely a function of 1) whether they had received
Sharing funds in the past, and 2) how frequently they participated. I hypothesize that
regularly-participating agencies (treated) altered their purchasing due to the decrease in
funds available, while non-participating agencies (control) were unlikely to have changed
their behavior.

Importantly, no indication was given to local police regarding the temporal extent of
the suspension. Police were in the dark as to when, or if, payments would resume. This
uncertainty makes it likely that local police observably altered their behavior in order to
adapt to the reduction in forfeiture funds, since the suspension could extend indefinitely.
In fact, immediately following the suspension announcement, law enforcement groups raised

strong concerns that the lack of Equitable Sharing funds would render their communities

2Almost all crimes that are cleared by police are done so via arrest; as such, it is helpful to think of a
clearance rate as equivalent to an arrest rate.

3Within this paper, I use the term “rate” in the context of the dependent variables to mean an aggregate
count divided by population.
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unsafe (Cunningham et al. 2015). Additionally, the DoJ made it clear that local collaboration
with federal agencies would remain open through the course of the suspension period. While
avenues of local-federal collaboration remained available for cases involving forfeiture, no
monetary compensation was dispersed to local agencies. This allows me to isolate my study
to the effects of the negative monetary shock that local police experienced as a result of the
interruption in Equitable Sharing funds.

In the baseline model for this paper, I use a difference-in-differences framework to
evaluate the average differential impact of the Equitable Sharing suspension on crime and
clearance rates within participating agency jurisdictions. Across all models, treated agencies
are those that participated at varying levels in the Equitable Sharing program in the
six years prior to the suspension. My first specification uses a simple binary treatment
variable which indicates whether an agency received Equitable Sharing funds in the pre-
suspension period. This will yield the average effect of the Equitable Sharing suspension on
participating agencies (treated) relative to non-participating agencies (control). My second
baseline specification leverages variation in participation frequency within the treatment
group to study heterogeneity in treatment intensity. I use a categorical treatment variable
that marks whether an agency is above or below the median in terms of the number of
times an agency received money from Equitable Sharing in the pre-suspension period. I
also incorporate a dynamic specification to explore treatment timing, agency anticipation,
and possible lingering effects after the suspension. My dynamic model examines the months
leading up to, within, and after the suspension period, all relative to a pooled average of all
months prior to August 2015.

The results demonstrate robust evidence that the population-adjusted number of violent
crime reports increased within participating-agency jurisdictions during the suspension
relative to the control. Specifically, baseline regression results indicate that treated

jurisdictions experienced approximately 4.7% more violent crime reports as a result of the



4

Equitable Sharing suspension. The models also give suggestive evidence of a small (2.5%)
decrease in property crime reports within the suspension, but these effects are more sensitive
to model specification. The net result is a statistically insignificant effect of the suspension
on total crime in most models. Further, I observe a statistical null effect of the suspension on
clearance rates, which is often interpreted as a proxy for policing effort. This is surprising,
since the extreme backlash from the law enforcement community might lead one to expect
an observable effect on policing effort for participating agencies (Cunningham et al. 2015).
Assuming police agencies are economically rational, theory predicts that income disruptions
will shift the budget curve inward, reducing the quantity of police services purchased. In
Chapter 6, I offer several interpretations for these results, as well as potential areas of future

research to assist with identifying which is the most plausible.
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BACKGROUND

This chapter will present important background information on asset forfeiture as a

practice, as well as on the Equitable Sharing Program in particular.

General Background on Asset Forfeiture

Asset forfeiture is legally delineated between civil asset forfeiture and criminal asset
forfeiture. In the United States, civil asset forfeiture is considered in rem (“against a thing”)
proceedings, meaning that the forfeiture action is considered not against a person, but the
seized object.! The consequence of this designation is that the property owner need not be
implicated in the illegal act with which the property is associated. This substantially lowers
the legal burden of proof required in most courts for law enforcement to engage in civil asset
forfeiture. Because it requires no proof of owner involvement, law enforcement entities need
only “probable cause” or “reasonable suspicion” of the seized property’s connection to a
crime—a much lower legal burden than the “beyond reasonable doubt” that is required in
criminal convictions. Criminal forfeiture, on the other hand, is legally considered an action
against a property owner, which requires a criminal conviction and the aforementioned legal
burden.?

State laws regulate the practice of asset forfeiture in three primary ways: restrictions
on de jure (“by right”) financial incentives, innocent owner burdens, and burdens of proof in
criminal courts. The last two are judicial and governed primarily by case law, which varies
by state. Legislators can directly control the incentive systems faced by law enforcement by

restricting the use of monetary returns that the enforcement agency gets to keep by right.

!These seized assets predominantly take the form of cash, but they can be vehicles, houses, boats, or
other items of property as well.

2(Civil forfeiture is far more common than criminal forfeiture, so I hereafter use the term “asset forfeiture”
to mean “civil asset forfeiture” in this paper.
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Most either have no de jure incentive regulations, or if they do, local agencies are often
allowed to retain most of the value of the seized assets.?

To date, economic research on the relationship between asset forfeiture and policing
has been mixed. Several studies have explored the direct effects of forfeiture on aspects of
law enforcement behavior such as police effort (Kelly and Kole 2016; Gius 2018), policing
expenditures (Benson et al. 1995; Mast et al. 2000), and crime (Campbell et al. 2015).
Both Benson et al. and Mast et al. show evidence that asset forfeiture funds strongly
incentivize police to engage in drug arrests, but Kelly and Kole, Gius, and Campbell et al.
find little-to-no effects of forfeiture on clearances and crime rates. Omne explanation for
these inconsistencies is that municipalities could be adjusting police budgets to account for
shortfalls in revenue caused by less forfeiture, a phenomenon documented by Baicker and
Jacobson (2007). The authors show that municipal governments may allocate more funding
to police in years when asset forfeiture revenue is lower. Their results reveal that police only
respond to the net decrease in funds after accounting for changes in their budgets from the
response by municipal governments to shortfalls in forfeiture revenue. Similarly, according
to Mughan et al. (2020), the incentive effects of forfeiture vary depending on whether the
forfeiture is conducted by an elected versus an appointed agency. Analyzing a sample of
large police and sheriff departments, the authors find that sheriff departments receive less
forfeiture revenues and are less responsive to state forfeiture regulation than police agencies.
This indicates that strong forfeiture incentives are likely clustered in urban environments
relative to rural environments.

Several empirical studies have documented negative effects of asset forfeiture. For
example, Operti (2018) uses Italian province data to show that more criminal asset

confiscation led to a significant decrease in the number of legally-legitimate entrepreneurial

3Recently, a few states (such as Maine and Indiana) have disallowed law enforcement from retaining any
of the monetary return from asset forfeiture. Agencies are required to deposit money into educational funds
or relinquish it to the state.
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entities within a region. The author posits that police confiscation creates capital-inhibiting
spillovers which reduces the number of new businesses that are founded. Additionally,
Makowsky et al. (2019) finds that in US states with low forfeiture regulation, higher budget
deficits are linked to more intense policing of minority communities. The authors argue that
this is possible evidence of systemic racism in policing institutions. When law enforcement
agencies are strapped for cash, there may be increased likelihood that black and Latino
communities will be overpoliced to compensate.

My paper contributes the literature by being the first to test the impacts of an exogenous
shock to forfeiture receipts on measures of crime and police effectiveness using a nation-
wide police agency panel. Most of the current literature uses pooled OLS, lagged forfeiture
receipts, or cross-sections, which suffer from issues of reverse causality and unobserved agency
heterogeneity. There are wide systematic differences between police agencies in terms of
the jurisdictions they serve and their internal procedures. Agency size, budgets, average
effort levels, internal politics, corruption, and propensity to use forfeiture are all unobserved
characteristics that are plausibly correlated with both policing outcomes and the propensity
to participate in asset forfeiture. State or county-level analysis fails to account for these
systematic differences between agencies that use asset forfeiture regularly within a single
county or state. To resolve these issues, my project uses agency-level monthly data to
measure the impact of an exogenous suspension in Equitable Sharing, which will help resolve
the reverse causality problem. Additionally, this allows me to incorporate the use of agency-
by-month fixed effects, accounting for both unobserved heterogeneity across agencies and

the seasonality present in monthly crime data.

Federal Forfeiture and Equitable Sharing

Before exploring the Equitable Sharing program in particular, this section will cover

the core institutional details regarding asset forfeiture procedures at the federal level.



The DoJ’s Asset Forfeiture Program (AFP)

The Department of Justice established the Asset Forfeiture Program (AFP) pursuant
to the Comprehensive Criminal Control Act of 1984. The AFP created the Asset Forfeiture
Fund (AFF), which functions as a centralized pool of all monetary returns from asset
forfeiture conducted by federal agencies.

Various federal agencies participate in the DoJ’s Asset Forfeiture Program. The
primary agencies that engage in enforcement activities that could result in forfeited funds
are the Bureau of Alcohol, Tobacco, Firearms and Explosives (ATF), the Drug Enforcement
Administration (DEA), and the Federal Bureau of Investigations (FBI). The types of assets
these agencies often seize can be easily predicted from their official names. The ATF is tasked
with enforcing laws against the illegal manufacturing and trafficking of arms, explosives, and
tobacco products. As such, the ATF often recovers caches of illegal contraband made up
of guns, bombs, makeshift explosives, and other firearms. The DEA, on the other hand,
enforces US laws against the trafficking of illegal drugs, which means they often recover
drug-manufacturing equipment, large sums of cash, and other drug-related contraband. The
FBI enforces a wider range of laws, and their seizures may result in seizures of cars, houses,
stocks, bank accounts, and other types of property that has been acquired illegally. Other
agencies are involved with the prosecution of asset forfeiture cases and the establishment
of asset forfeiture proceedings. These include the Money Laundering and Asset Recovery
Section (MLARS), the Asset Forfeiture Management Staff (AFMS), and the US Marshals
Service (USMS). The US Marshalls Service is exclusively tasked with the evaluation of market
value and selling of forfeited, non-cash capital assets.

The procedures governing federal asset forfeiture are relatively ubiquitous. According to

analysis done by the Institute for Justice, the vast majority of forfeitures conducted by federal



9

agencies are considered administrative (Knepper et al. 2020).* Even fewer legal protections
for property owners exist under administrative forfeiture than under civil forfeiture. In
administrative forfeiture, a federal agency does not need to file a complaint with a court
giving reasons for the forfeiture in question. The agency merely sends a notice to the property
owner(s) informing them of the government’s intent to forfeit the property, as well as the
timeframe within which they can file a petition in court. This window can be as short as 20
days, depending on the circumstances. However, even if a petition is filed by the property
owner, government attorneys retain the final say in whether to accept or reject the proposal.
The Institute for Justice points out that between 1997 and 2015, at least one-third of claims
by property owners claiming innocence were rejected, most for technical reasons (Knepper

et al. 2020).

Equitable Sharing Program

Federally instituted in the Comprehensive Criminal Control Act of 1983, the Equitable
Sharing program establishes collaboration procedures for local police to work together with
federal agencies specifically in cases which involve seized property. When collaboration
happens, forfeiture revenue is often shared between federal and state agencies (hence the
program’s name). After a forfeiture occurs under Equitable Sharing, a local agency may
request their shared proportion of forfeiture funds by submitting a DAG-71 form.

Two procedures for revenue sharing exist under the Equitable Sharing program:
adoptions and joint investigations. Adoption occurs when a local or state agency completes
a property seizure in a case where federal law is suspected to have been violated. The
local agency then has the option to request that the forfeiture be adopted by federal law
enforcement, turning over the seized assets. In all cases of adoption, the federal agency

retains 20% of the forfeiture proceeds, while the local agency that initiated the forfeiture

4 Administrative forfeiture can best be characterized as a type of civil forfeiture, with fewer restrictions.
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keeps 80%. Local agencies can also participate in Equitable Sharing through joint operations,
which establish task forces that both local and federal agencies contribute resources to. Joint
task forces usually engage in “drug busts,” or concerted efforts to take down large cartels.
Local agencies receive funds commensurate with the proportion of resources expended to
assist with the investigation, often measured in work-hours contributed. However, in all
cases of joint operations, the federal government keeps no less than 20% of the total funds
recovered. Importantly, the legal burden of administrative forfeiture applies whenever the
federal government is involved with a forfeiture case. This means that state and local law
enforcement agencies cooperating with the federal government often abide by less stringent
standards when participating in Equitable Sharing.

A small body of economic scholarship explores the Equitable Sharing program in
particular. Several authors document that the Equitable Sharing program may be used
as a loophole for local police to skirt state level regulation. For example, both Worrall and
Kovandzic (2008) and Holcomb et al. (2018) find that police are more likely to use federal
adoptions through the Equitable Sharing program in states where regulation on forfeiture is
harsher. Billy (2020) evaluates a change to a processing rule within the Equitable Sharing
program that strongly limited sharing adoptions. Contrary to previous results, Billy finds
that police did not substitute into other forms of revenue generating activity, measured by
state-level asset forfeiture and vehicle speeding tickets. The author argues that this may be

due to possible loopholes in state regulation on the practice.’

5More recent research gives an alternative explanation for the null result. The Institute for Justice reports
that adoptions policy change to Equitable Sharing was vaguely worded, not enforced well, and only applied
to adoptions, not joint investigations, which make up the bulk of Equitable Sharing payments (Knepper
et al. 2020). As such, there may have been no true change to the amount of forfeiture revenue received by
local police.
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Temporary Suspension of Equitable Sharing Payments

On December 21, 2015, the Department of Justice (DolJ)’s publication called The
Equitable Sharing Wire announced that that payments from the Equitable Sharing program
would be suspended and deferred, effective immediately (DoJ 2015). To justify the policy
change, the Sharing Wire report cited a combination of both the Bipartisan Budget Act of
2015 (P.L. 114-74), enacted in November of 2015, and the Consolidated Appropriations Act
of 2016, enacted on December 18th, 2015. The Bipartisan Budget Act included a provision
which slashed funds from the DolJ’s Asset Forfeiture Program referenced earlier, including
a $746 million-dollar permanent rescission from the Asset Forfeiture Fund. The Sharing
Wire adds that, after the act passed in November, the DoJ had intended to “[continue]
to make equitable sharing payments but at a reduced amount” (DoJ 2015). However,
the Consolidated Appropriations Act included an additional $458 million cut to the Asset
Forfeiture Program’s funds for the fiscal year of 2016, making the combined effect of the two
acts to lower the Asset Forfeiture Fund by approximately $1.2 billion. This necessitated the
DoJ to defer all Equitable Sharing payments to local agencies until further notice.

The identification strategy used within this paper exploits this suspension of Sharing
payments in order to measure the effect of forfeiture funds on measures of crime and police
effort. As such, it is important to note several elements of this Fquitable Sharing Wire
report. First, the report explicitly states, “we preserve our ability to resume equitable
sharing payments at a later date should the budget picture improve,” but it does not give
any form of a timeline that could shed light on when, or if, payments would resume (DolJ
2015). The general language of the report indicates that the DoJ did not know when local
agencies could expect to receive payments again. The report says there is a possibility that
Equitable Sharing requests made in late 2016 could be paid, either partially or in full, but
that this is dependent on a variety of budgetary factors that the DoJ cannot predict (DoJ

2015). The report also notes that DAG-71 requests already made before this announcement
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would be honored, but any future requests after the announcement would not.

On January 6th of 2016, the DoJ released a fact sheet further clarifying their
expectations regarding the deferral of Equitable Sharing funds (DoJ 2016). The language
within this fact sheet is largely the same as it is in the primary announcement, but it does
further expound that the DoJ expects the deferral to be temporary. The fact sheet also
makes it clear that the deferral of payment from the Equitable Sharing program should not
be taken to mean that federal agencies will no longer collaborate with local agencies in cases
involving asset forfeiture. The policy change would only affect payments out of the Asset
Forfeiture Fund as a part of the Equitable Sharing Program; it would not impact the ability

for local police to collaborate, nor would it abolish or end Equitable Sharing entirely.
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MOTIVATION FOR STUDY

This chapter will develop several arguments in favor of using the Equitable Sharing
suspension as a method for identifying a causal link between asset forfeiture payments and

policing behavior.

Law Enforcement Advocacy

Immediately following its announcement in the Fquitable Sharing Wire, the DolJ
received intense pushback from local law enforcement. One of the most significant and
strongly-worded advocacy statements against the deferral of Equitable Sharing appears in
a letter to President Obama, signed by the executives and presidents of the six major local
law enforcement organizations in the United States (Cunningham et al. 2015)." The letter,
dated just two days after the DoJ’s announcement on December 21, 2015, presents itself
as representing the aforementioned organizations, and it argues that the DoJ’s decision to
suspend Equitable Sharing payments “will have a significant and immediate impact on the
ability of law enforcement organizations throughout the nation to protect their communities
and provide their citizens with the services they expect and deserve” (Cunningham et al.
2015). The letter argues that the payments had allowed local law enforcement to purchase
necessary crime-fighting equipment and deprive criminal organizations of their resources.
As a result of the lack of payment, the letter indicates that local law enforcement may
“reconsider their ability to participate” in future joint endeavors with the federal government

(Cunningham et al. 2015).

!The individuals who signed this letter include Terrence Cunningham, President of the International
Association of Chiefs of Police; William Johnson, Executive Director of the National Association of
Police Organizations; Donny Youngblood, president of the Major County Sheriffs’ Association; Jonathan
Thompson, Executive Director and CEO of the National Sheriffs Association; William Fitzpatrick, president
of the National District Attorney’s Association; and Thomas Manger, president of the Major Cities Chiefs
Association.
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Importantly, the letter also expresses disappointment at the DoJ’s lack of communica-
tion with local law enforcement prior to the suspension. The letter specifically expressed
concern at the “failure of Congress and the Department of Justice to consult with its state
and local partners before taking this drastic step of a program of such critical importance”
(Cunningham et al. 2015). This adds evidence to the assumption that there were no
anticipation effects by local agencies, which is important to the legitimacy of a causal
interpretation for the results of this paper. If police agencies anticipated a future decline in
revenue, they might have taken action that reduced the burden of the budget shortfall in
the pre-suspension period. This could wipe out any effects observed within the suspension.
Fortunately, because the DoJ did not consult with any local agencies before making their
decision, this is unlikely to be a concern.

Other statements echo the sentiments described in that initial letter. For example,
in a statement to the Washington Post, the president of the Institute for Justice (Scott
Bullock) said, “[w]e are seeing a lot more pushback from law enforcement. Even to the
point where they are ... making budgetary appeals saying, ‘we need this for our bottom
line” (Ingraham 2016). Bullock indicated that he believed law enforcement agencies to be
primarily concerned about the funding they received from Equitable Sharing, at the expense
of the lax legal standards that come with working with federal agencies on cases involving
asset forfeiture (Ingraham 2016).

The pushback against the Equitable Sharing decision was not limited only to local law
enforcement agencies; it included government officials as well. On February 26, 2016, former
governor of New Hampshire Maggie Hassan wrote in a letter to then- Attorney General
Loretta Lynch, “[w]ithout these payments, local and state law enforcement simply will not
have the resources they need to keep our communities safe” (Morris 2016). The former
governor’s letter focused primarily on drug crimes, arguing that the Equitable Sharing

program was key to taking down drug cartels and combatting the opioid epidemic. Other
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government officials in New Hampshire have echoed Governor Hassan’s sentiments. For
example, in a bipartisan push to have Equitable Sharing funds reinstated, New Hampshire
Sens. Kelly Ayotte (R) and Jeanne Shaheen (D) both wrote letters to the DoJ requesting
that payments resume (Morris 2016).2

Perhaps, rather than demonstrating the true importance of Equitable Sharing funds to
community safety, these statements only reflect the rent-seeking nature of police agencies
and those affiliated with them. However, organizing such intense advocacy efforts in such
short order is quite difficult. Given that the letter was signed by organizations representing
nearly all local law enforcement in the United States, these opponents would have needed
to generate costly political energy, to draft, sign, and send a letter to President Obama in
a mere two days after the suspension announcement. If, however, police believed that the
suspension would hamper their day-to-day activities, it is plausible that these organizations

would have been able to procure the energy needed for such drastic action.

Policing and Crime Literature

Regardless of advocates’ claims, there may be good theoretical reasons to expect that
an exogenous suspension in policing revenue would increase crime. In the standard model,
one can consider each policing agency to be perfectly rational, making purchasing decisions
to maximize expected utility. Each agency faces a budget constraint, purchasing a bundle
composed of policing services (officer salaries, weapons purchases, joint investigations, etc.)
and all other purchasing options (such as rents, office supplies, and food). Since the Equitable
Sharing program offered supplemental funding to police agency budgets, a sudden reduction

would, certerus paribus, cause an inward shift of the budget constraint, forcing the police

2Note that the concern expressed by New Hampshire government officials is understandable, since the
state ranked second in the nation in 2016 for the number of population-adjusted opioid deaths, according to
CDC statistics (Leins 2016).
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agency to alter the composition of their purchased bundle. Assuming that policing is a
normal good (i.e., that policing services and budgets are directly related), the new bundle
should contain fewer policing services.

There is a some empirical evidence that police agencies are sensitive to changes in their
overall budget. For example, Beck et al. (2023) finds that the decline in misdemeanor arrest
rates in the United States after peaking in the 1990s was primarily due to the changes in
agency budgets and ensuing staffing shortages. In the context of asset forfeiture in particular,
Baicker and Jacobson (2007) use police seizure and expenditures data to demonstrate
that police agencies are highly sensitive to net budget changes from forfeiture shortfalls,
accounting for adjustments by the local municipality.

Would a reduction in policing services increase criminal behavior? The current empirical
evidence robustly answers this question in the affirmative (Chalfin and McCrary 2017; Apel
and Nagin 2011). Most of the evidence in favor of the deterrence hypothesis examines
whether police presence, as measured by 1) proximity to a crime, and 2) total number
of officers on the street, is associated with less criminal behavior. Overall, the crime
literature shows a relatively strong inverse association between an officer’s proximity to
a crime, corresponding response time, and the average level of criminal behavior within a
given jurisdiction (Weisburd 2021; Vidal and Kirchmaier 2018; Klick and Tabarrok 2005).
The literature also generally shows a strong deterrence effect of funding tied to more police
within a given jurisdiction (Mello 2019; Evans and Owens 2007). Thus, if the suspension of
Equitable Sharing funds did reduce the amount of policing within the treatment group, it is

plausible that it increased local measures of criminal activity as well.

Equitable Sharing Requirements

The legal restrictions on the use of Equitable Sharing funds could increase our confidence

that the suspension led to reduced policing. The document that outlines the requirements for



17

local police to participate in the Equitable Sharing program is the DoJ’s Guide to FEquitable
Sharing for State, Local, and Tribal Law Enforcement Agencies (DoJ 2018). This twenty-
nine-page guidebook contains all of the relevant restrictions that the DoJ places on money
spent from Equitable Sharing, including both proper and improper uses, reporting and
logging requirements, and audit requirements.

Generally, the DoJ requires that all Equitable Sharing funds “be used by law
enforcement agencies for law enforcement purposes only” (DoJ 2018). The Guide gives
eleven permissible uses for Equitable Sharing funds, including: law enforcement operations
and investigations; law enforcement training and education; facilities for law enforcement,
public safety, and detention; law enforcement equipment; joint law enforcement public safety
operations; contracts for services, law enforcement travel and per diem costs (those associated
with travel on official law enforcement business); law enforcement awards and memorials;
drug, gang, and other prevention or awareness programs; matching grants (DoJ 2018). Each
type of permissible use is further expounded upon in the document.

The Guide also outlines twelve impermissible uses, including: use of forfeited property
by non-law enforcement personnel; creation of endowments or scholarships; uses contrary
to state or local laws; personal or political uses of shared assets; food and beverages;
extravagant or wasteful expenditures or entertainment; cash on hand, secondary accounts,
and stored value cards; transfers to other law enforcement agencies; purchases of items for
other law enforcement agencies; costs related to lawsuits, loans, money laundering operations;
salaries (DoJ 2018). While the DoJ prohibits the use of Equitable Sharing funds for specific
agents’ salaries, the document includes several exceptions to this policy. The two primary
exceptions are for overtime payments to officers, as well as salaries for filling vacancies within
federal-state crime taskforces. The two other exceptions to the salary prohibition include an
exception for salaries of officers within specialized (non-standard) programs and matching

federal grants.
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These restrictions on the usage of forfeiture funds from Equitable Sharing have
important implications for the identification strategy within this paper. A response by
local police to the deferral of Equitable Sharing funds would likely take the form of reducing
purchases that improve crime-fighting within police jurisdictions. Based on the literature
cited earlier, I expect that a reduction of these purchases led to an increase in measurable
criminal behavior. The second implication is that the reduction in Equitable Sharing money
might be more likely to lead to a reduction in policing and an increase in crime than
traditional state-level asset forfeiture. Since most states do not have the restrictions on
the usage of forfeiture funds that the DoJ details in its Guide, it is possible that police
officers are more likely to use forfeiture funds that are not acquired via Equitable Sharing in
ways that are wasteful or on purchases that do not improve crimefighting capacity.

How would the DoJ know whether police agencies are using their Equitable Sharing
funds for these designated uses? If police agencies are systematically failing to comply, then
I might observe no change in policing outcomes as a result of the suspension of Equitable
Sharing funds, since police may not be using the money for crimefighting purposes. However,
the DoJ’s Guide mitigates these concerns by outlining the accounting procedures that local
agencies must follow to maintain compliance. Participating police agencies are required to
keep scrupulous logs of how Equitable Sharing funds are spent. According to the Guide, they
are required to establish “separate Department of Justice and Department of the Treasury
accounts or accounting codes to track both revenues and expenditures for each respective
Program” (DoJ 2018). Local agencies can be selected to undergo audit at any time by the

DoJ or the Treasury, along with a host of other governmental agencies.

Identification Concerns

When evaluating the promise of my identification strategy, it is important to consider

the length of the Equitable Sharing suspension. A critic might reasonably suggest that the



19

suspension did not last long enough to noticeably change policing behavior. A three-month
interruption in forfeiture funds may not be enough time to observe a substantial effect on
policing outcomes. Had agencies been given an indication as to the length of the Equitable
Sharing suspension, they may have chosen to simply wait it out instead of altering their
behavior. However, as mentioned in Chapter 2, the DoJ did not reveal the length of the
suspension period to law enforcement ahead of time. The DoJ eventually announced that
the suspension would be lifted in late March, but the announcement came on the day that
the suspension was lifted. Police departments were in the dark as to when (and if) payments
would be reinstated. As such, despite the short time period, it is plausible that police
departments would have altered the amount of policing services purchased to account for a
potentially extended cash shortfall.> However, note that I cannot rule out that three months
was simply too short a time to produce observable effects on crime even if police observably
altered their behavior.

An additional concern is that local municipalities might be adjusting the level of funding
within these police departments by an amount similar to the shortfall from the Equitable
Sharing program. This could nullify the likelihood of observing any effects within the three
month suspension window. As mentioned earlier, this is a phenomenon that has been
documented by Baicker and Jacobson (2007), and it may be why previous studies using
state-level asset forfeiture which did not account for budget adjustments may have produced
biased results. However, many local municipalities allocate their budgets yearly. A three-
month suspension would not extend long enough in order for many local municipalities to
increase police funding as within the normal-means budgeting process. Further, as per the
Municipal Research and Services Center (MRSC), budgets are generally planned and drafted

in the summer and fall months (MRSC 2022). The December announcement by the DoJ

3In addition, other policy changes recently, as well as political changes, were working against asset
forfeiture at the time of the suspension. There was good reason to assume that the DoJ was “soft repealing”
the policy, in which case the suspension would have lasted indefinitely.
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came much too late for most local municipalities to adjust the FY 2016 budget. Another
consideration that explicitly mitigates the budgeting issue is that the DoJ’s Guide mentioned
in Chapter 3 disallows local municipalities from adjusting police budgets in response to
changes in Equitable Sharing program funds. In a section of the Guide titled “General
Guidance on Supplantation and Budgeting,” the document states that Equitable Sharing
funds are meant only to supplement, not supplant, local police budgets. Local municipalities
are not allowed to adjust police budgets by the amount of increase (or decrease) in Equitable
Sharing money. Assuming that the threat of audit is enough to deter local agencies, then it
is unlikely that such supplantation is occuring.

One plausible objection to this identification strategy is that law enforcement may
substitute into other revenue-generating forms of policing in order to compensate for the
Equitable Sharing shortfalls. This is especially concerning because forfeiture can happen at
either a state or a federal level. Local police may substitute away from forfeitures processed
under Equitable Sharing and into forfeitures processed within state courts, which could
obscure any effects observed within the suspension period. While granular data on other
revenue-generating forms of police activity are not available for use in this analysis, some
previous literature may mitigate this concern. For example, as mentioned earlier, Billy
(2020) finds no substitution into other revenue-generating forms of policing (including state-
level asset forfeiture) as a result from a change to adoptions processing which reduced the
number of adoptions from the program to zero. This should provide at least some evidence
that including these controls may be unnecessary, though future development of this work
should include them as a robustness check. An explanation for this may come from Holcomb
et al. (2018), which shows that Equitable Sharing is used more in states that have stronger
restrictions on revenue-generating practices. Agencies which received Equitable Sharing
funds in the pre-suspension period are likely statutorily inhibited from engaging in asset

forfeiture within their own states, which is why they are using Equitable Sharing in the first
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place.

It is true that this paper does not directly control for the substitution activity mentioned
above. However, since it is expected that crime increased within treated jurisdictions relative
to control during the suspension, the omitted variable bias caused by not including covariates
such as other revenue-generating policing should push our estimates away from the expected
outcome. As such, the worst-case scenario is that the estimates within this paper suffer from

attenuation bias, and they are likely lower bounds on the true effect of the suspension.
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DATA

Primary Data Sources

I use two primary data sources for this analysis. The first is the Department of Justice’s
Consolidated Assets Tracking System (CATS) which contains incidence-level data on federal
forfeitures from 1993 to the present (DoJ 2021). CATS is a centralized archive for all federal
law enforcement agencies to record instances of asset forfeiture, including the FBI, DEA,
and US Marshalls Service. The incidence-level data is quite robust, recording almost every
piece of information tied to a forfeiture upon entry. It also includes every forfeiture payment
associated with the DoJ’s Equitable Sharing program, including the name, state, city, and
county of the local agency involved, and total monetary amount granted. I filter the CATS
database to get agency-level data on the frequency and intensity of local police participation
in the Equitable Sharing program. Since forfeiture is recorded at the incidence level, I
aggregate this to get total dollar amount and number of receipts received by local agencies
by month and year, from 2010 to 2020.}

Tables 4.1 through 4.6 present both weighted and non-weighted summary statistics
describing the dollar amount of Equitable Sharing payments made before and after the
suspension period. Table 4.1 shows that the average monthly payment made per agency
during the suspension was approximately $228.16. Compared to the average monthly
payment in the pre-suspension period of $8,734.23 in Table 4.2, it appears that the suspension
reduced the average monthly payment per agency by approximately $8,505.39, a 97%
decrease relative to the pre-period. Table 4.3 shows that the average monthly payment
during the months of January through March of the pre-suspension period was even larger

than the whole-year average, which indicates that treated agencies were likely expecting their

T closely follow the method for sifting through the CATS database that the Institute for Justice does in
their Policing for Profit reports (Knepper et al. 2020)
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January through March payment of 2016 to be even larger than they would for other months
in that year. Tables 4.4 through 4.6 present the unweighted averages of these payments for
comparison; I do not observe substantial differences between them.

Figure 4.1 plots the average amount of Equitable Sharing funds that were paid to
participating police agencies in the months leading up to, within, and after the suspension
period. Figure 4.2 plots the total amount of Equitable Sharing funds dispersed in the same
timeframe. Both figures show relatively noisy fluctuation leading up to the suspension, then a
steep drop in January, February, and March of 2016. In April, both figures show a large spike
in payment before returning to a fluctuation that looks similar to the pre-suspension trend.
The spike in payment within April likely appears because the Equitable Sharing suspension
functioned as a deferral; agencies which filed DAG-71 forms within the suspension were paid
after the suspension was lifted. Further, note that payments do not drop to zero because
some agencies with already-existent pending requests were processed within the three months

of the suspension. However, none of these agencies are included in my baseline panel.

Table 4.1: Equitable Sharing payments within-suspension: population-weighted

N Mean SD Min Max

Avg. Monthly Sharing / Agency 5067 228.84 2992.32 0  84,389.58
Notes: The table above presents weighted summary statistics describing the
dollar amount of Equitable Sharing payments paid per agency between January
2016 and March 2016 (the suspension period). All means are weighted by the
primary jurisdiction population of the reporting police agency.

Table 4.2: Equitable Sharing payments pre-suspension: population-weighted

N Mean SD Min Max

Avg. Monthly Sharing / Agency 115689 8,734.23 2.5e+05 0  59938076.00

Notes: The table above presents weighted summary statistics describing the
dollar amount of Equitable Sharing payments paid per agency between January
2010 and December 2015 (the pre-suspension period). All means are weighted
by the primary jurisdiction population of the reporting police agency.
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Table 4.3: Equitable Sharing payments for Jan-Mar pre-suspension: population-weighted

N Mean SD Min Max

Avg. Monthly Sharing / Agency 27533 12,606.20 5.1e+05 0  59938076.00

Notes: The table above presents weighted summary statistics describing the
dollar amount of Equitable Sharing payments paid per agency in only the
months of January, February, and March between January 2010 and December
2015 (the pre-suspension period). All means are weighted by the primary
jurisdiction population of the reporting police agency.

Table 4.4: Equitable Sharing payments within-suspension: non-weighted

N Mean SD Min Max

Avg. Monthly Sharing / Agency 9656 396.16 6448.80 0  419,756.60
Notes: The table above presents non-weighted summary statistics describing
the dollar amount of Equitable Sharing payments paid per agency between
January 2016 and March 2016 (the suspension period).

Table 4.5: Equitable Sharing payments pre-suspension: non-weighted

N Mean SD Min Max

Avg. Monthly Sharing / Agency 221632 9,895.67 2.5e+05 0  59938076.00
Notes: The table above presents non-weighted summary statistics describing
the dollar amount of Equitable Sharing payments paid per agency between
January 2010 and December 2015 (the pre-suspension period).
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Table 4.6: Equitable sharing payments for Jan-Mar pre-suspension: non-weighted

N Mean SD Min Max

Avg. Monthly Sharing / Agency 52810 13,948.02 5.0e+05 0  59938076.00

Notes: The table above presents non-weighted summary statistics describing
the dollar amount of Equitable Sharing payments paid per agency in only the
months of January, February, and March between January 2010 and December
2015 (the pre-suspension period).
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