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ABSTRACT 

This study investigated contemporary forms of private 
sector invol vemen t in .pr i son- based bus i nesses and examined the 
statutory, organizational, and procedural strengths and 
weaknesses of these forms. 

The study posed five research questions directed at pri
vate sector involvement, and sought answers to these questions 
through mail surveys, site visits, and statute analysis. 

Significant interest in the concept of private sector 
invol vemen t in pr i son- based bus i nesses was found among mos t 
officials polled, with the strongest support for the concept 
voiced by corrections directors. 

The study identified twenty-one states that have statutes 
specifically authorizing private sector involvement in prison
based businesses, and six states with statutes explicitly pro
hibiting such involvement. 

Twenty-six prison-based businesses wi th significant 
pri-vate sector involvement were operating in seventeen dif
ferent prisons at the time of this study. These prisons were 
located in nine different states and ranged in size from small 
communlty facilities to large, isolated maximum custody insti
tutions. Approximately 1,000 prisoners were employed in such 
businesses. 

Six models for private sector involvement in prison-based 
businesses were identified by the study. 
found to be ideal for all Situations; three 
tified to help a corrections agency choose 
ate model for a given set of circumstances. 

No one model was 
factors were iden
the most appropri-

Both pri vate se'ctor managers and corrections officials 
have reported specific benefits resulting from private sector 
involvement in prison-based businesses. This involvement, 
however, is not a panacea for either the corrections system or 
the pr i va te firm. Pri va te sector invol vemen t does, however, 
appear to be a developing trend in corrections rather than a 
passing fad. 

Many issues concerning this topic remain unresolved. The 
resolution of these issues at the local level will largely 
determine the success or failure of this corrections innova
tion. 

v 
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EXECUTIVE SUMMARY 

This study explored the nature and extent of private sec
tor involvement in prison-based businesses and identified the 
statutory, organizational, and procedural strengths and 
weaknesses of contemporary practices. The report is designed 
to serve as a state-of-the-art information base for both 
public officials and private firms contemplating some form of 
cooperative venture. 

Through mail surveys, site visits, and analysis of 
enabli~g statutes, this study produced the most complete, up
to-date description of current practices nationwide. Five 
research questions were articulated, and the report is struc
tured around the answers to them: 

1. How much interest do public officials have in 
the topic of private sector involvement in prison 
industries? 

2. What states have statutory authority to 
involve the private sector in prison-based b~9i
nesses, and what is the nature of that authori
ty? 

3. What states currently have private sector 
projects, and how are they structured? 

4. How can private sector initiatives now 
underway be grouped and classified to aid analy
sis and evaluation? 

5. Under what circumstances is it reasonable 
for correctional systems to expand their 
involvement with private industry, and what fac
tors should be considered in doing so? 

EXisting Projects 

On December 31, 1984 there were 26 prison-based busi
nesses. These businesses operated inside 17 prisons in 
nine states and in connection with 19 private firms. Located 
in prisons ranging from small community-based facilities to 
large, rural, maximum-security institutions, they employ 
almost 1,000 prisoners, or 0.2 percent of the total prison 
population of the United States. Since the first of these 
projects began in 1976, these businesses have paid more than 
$4.4 million in wages to their prisoner workers, and workers 
have paid over $775,000 in taxes and $470,000 for room and 
board. 
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In most of these projects the private firm owns and opera
tes the business, makes all business decisions, bears the finan
cial risk, and has control of the hiring, firing, and job-related 
supervision of inmate workers. The correctional agency typically 
provides the physical plant and custodial supervision, in addi
tion to the labor force. 

In the second most common approach to private sector involve
ment, the state assumes the role of owner-operator of the busi
ness, with all of the attendant responsibilities, but sells 
prisoner-produced goods or services on the open market. 
Sometimes the state-run business sells to a single private sector 
customer, ~hich contributes raw materials, training, supervision, 
or other capital or management resources. In only one instance 
noted by this study has a private sector firm become involved in 
a prison-based business in the role of an investor. 

Statutory Authority 

Prison industry operations have been highly regulated by 
state and federal laws for several decades. Most of these laws 
were enacted prior to the current re-emergence of interest in 
private sector participation in prison-based businesses. In the 
last ten years there have been changes at both state and federal 
levels aimed at encouraging private sector prison industries. 
With prominent exceptions in the area of wages and benefits, 
these new laws serve as clear guidelines for the implementation 
of prison work projects with private sector involvement. 

Twenty-one states have statutes specifically authorizing the 
private sector employment of prisoners or the contracting of pri
soner labor by the private sector, or both. Most of the 
remaining states have no statutes that specifically authorize or 
prohibit these activities. Eight states specifically prohibit 
private sector employment of prisoners, and 14 prohibit either 
~he contracting of prisoner labor or contracting with private 
firms for the production of goods or services. Six prohibit all 
three forms of private sector involvement. 

Open market sales of prisoner-made goods are prohibited in 
25 states and authorized in 20, with five states silent on the 
issue. Only two states specifically authorize the use of incen
tives to encourage private sector participation, and six have 
statutes designed to protect the jobs of non-prison labor. 

Twelve states mandate payment of either the prevailing wage 
or the minimum wage to prisoners working in private sector pro
jects, but only one of these extends to inmates all benefits 
offered non-prison employees, including unemployment compen
sation. 

-2-
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Support for Private Sector Involvement 

The overwhelming ma~ority Ofdst~~~u~~~~~n~~~k~n~sl:~~~;~t~~s 
surveyed saw work, e~peclallY pai Pf a state prisoner's 
essential or ~ ve~y Import~n~ pa~~ ~he 30 governors and legisla
experience w~lle Inc~rcera ~i;n 27 also expressed interest in 
tors respondlng t~ t e que~ 'ployment and about 40 percent 
the concept of prlvate sec or em" 's ondents listed 
said t~ey were ~very i~~~rested~nd i~~~:a~:dPability of prisoners 
reductlon of prIsoner 1 den~s~o restitution as the major bene-
~~t~a~ff~~~;~t:u~~~~~ra~ar~~~i~:tion in prison industries. 

State corrections directo~s expressedoeve~i~~~:b~~;~r~~;i:n 
the concept of ~rivate sector ~~v~l~~m~~; ~~e~tion, 45 expressed 
nesses: of 49 dIrectors res~on In "ry interp3ted." 
Ott d 31 of these saId they were ve 

~~d~~t;~Ona~f prtlhOseonmeorsti~;ep~~~:n~n~e~:~~~:s:~n~~~~:dO;yi~~~~-
cera Ion were 
group. 

The larger percentage of corrections directors as compared 
h aid they were very interested 

~~t~h~o~~~~~~~ ~~dp;~~~~;a;~~~o~ !n:oi~em:nie~~e~~~~~nr~~~u~~ries 
suggests that directo~stm:Yt~:;dwi~IPfi~d considerable support 
~~~st~~e~deaI~i~~~~ ~h: :xecutive and legislative branches. 

Models for Private Sector Involvement 

Six models for private sector involvement indPrliSOt~-based 
b °d tOfied" the Employer Mo e, e 

businesses have een 1 ~n 1 M del the Manager Model, the Joint 
Investor Model, the Cus omer 0 , t M del With the 
Venture Model, and ~het vconttrO;I~~~ ~~~a~:~rMo~els: all of these 
exception of the JOIn en ur 0 

models are currently found in the fIeld. 

1. 

2. 

3. 

Employer Model: the private sector firm ownes an~ 
operates a business that uses inmate labor ~oopro uce 
goods or services, and has control of the hlrlng, 
firing, and supervision of inmate labor. 

Investor Model: the private sector firm capitali
zes or invests in, a business operated by ~ state 
cor~ectional agency, but has no other role In the 
business. 

Customer Model: the private sector firm purchase~ 
significant portion of the output of a stale ~wne 
and operated business, but has no other ro e 1n 
in the business. 
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4. Manager MOdel: the private sector firm manages a busi
ness owned by a correctional agency, but has no other 
role in the business. 

5. Joint Venture Model: the private sector firm has a role 
in both the ownership and operation of a prison-based 
business, sharing these responsibilities with the 
correctional agency. 

6. Controlling Customer Model: the private sector firm 
does not own or operate the business, but strongly 
influences its management due to its role as dominant 
or exclusive customer and possibly some role in 
financing. 

There is no one ideal model for private sector involvement 
in prison-based businesses, although the Employer Model is 
currently the most common. Choosing among these models requires 
the correctional agency to evaluate three factors: ~he agency's 
own expertise in business management; its eXisting resources or 
production capacity; and the level of control the agency wants to 
eXercise over the business. 

Considering these three factors together, the Employer Model 
is most appropriate for agencies with few resources and little 
deSire to operate a business. Conversely, for agencies with 
experienced management staff, resources, and an interest in 
running a business, the Customer or Controlling Customer Models 
may be appropriate. 

The Joint Venture and Investor Models are good options for 
an agency with limited resources and a desire to participate in 
business management. The Manager Model is a reasonable approach 
for' agencies with a need for qualified management personnel to 
effectively utilize eXisting production capacity. 

Conclusions 

1. There is no one ideal form of private sector 
involvement in prison industries 

Of the twenty-six private sector prison industries operating 
as of December 31, 1984, fifteen represent the Employer Model, 
with the private sector both owning and operating the pro-
jects. The other eleven projects are operated by corrections 
~gencies and represent the CUstomer, Controlling Customer, or 
Xnvestor Models. Seven of the nine states with active pro-
jects have implemented only one model of private sector 
involvement in all of their businesses. Arizona and Utah have 
experimenl2d with two different models, and Minnesota's 
industrial operations reflect three different models. This 
diversity suggests that there is no one ideal form of private 
sector involvement in prison industries. 
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Small businesses are more likely to ~refer the 
Employer Model, while large corporatIons tend to 
favor the Controlling Customer or Customer 
Model. 

With the exception of Best Western in Arizona, Howard 
Johnsons in Oklahoma, and P.R.I.D.E. in Florida all of ~he 
identified examples of the Employer Model are small bUSI
nesses. Virtually all of these are owned and ~perated by 
individuals ~ho founded their own small ~om~anles .. Many of 
these entrepreneurs do not believe that It IS po~slble for the 
public sector to operate a work project as a bUSIness .. Some 
private business people express disbelief that any ?USlneSs 
involved in prison industries would do other than dIrectly 
employ prisoners itself. 

Conversely, some of the larger ~orpo:ations are u~in
terested in direct operation of a p:lson 7ndustry. WhIle. 
voicing the same motivations for USIng prIson labor a~ the~r 
small business counterparts (e.g., teach th~ work ethIc, gIve 
inmates something to do, provide work experlence transla~able 
to the street) corporate managers seem to feel these obJec
tives can be a~hieved without operating and owning the plant 
themselves. The large cOl'poration often s~ems content t? 
contract for business, while the small bUSIness generally 
wants to control the business. 

This finding is probably more illustrative of the dif
fering business philosophies of small ent:epreneurs and.large 
corporations than of conditions i~her~nt ~n the correctIonal 
setting. It does, however, have Impllcatlons fo: a correc
tions agency attempting to design a s~rategy to Involve the 
private sector in its industry operatlons. 

3. Private sector prison industries require extra 
resources from the prison and the business. 

Private sector businesses based in prisons will be suc
cessful only if both ~he department of ~orrections and th~ 
private company de~ote talented pro~esslonal ~taff full-tl~e 
to the project. An on-site productIon supervlsor.u~u~lly IS a 
necessity for the company, especially during the lnltl~l . 
operational period, because the work force must be tra~ned In 
productionprrocesses, quality control stan~ards, ~nd Inspec
tion procedures. A full-time project c~ordlnator Is.usually a 
necessity foI' the correctional agency glven the contln~ous 
need for coordination and communication between. t~e prlson and 
the company a~d because of the ~?litically.sensltlve nature of 
private sector work projects. Tne correctlon~l agency must 
have the professional resources to keep ~rganl~ed labor and 
competitor manufacturers informed about ItS prIvat~ sector 
projects, and whenever possible should attempt to Involve them 
in the project's development. 

-5-
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~ . Com~unication and cooperation between the 
bus1ness and the prison will not guarantee 
sfu?lces!, but their absence may guarantee 

a1 ur ... 

-~ - ----

Businesses and Pl" nature: Businesses re~~~~s are ~undamentallY different in 
prisons demand predictableer~~~~ ant f~e~ibili~y for success, 
between the two primal' or an' n7s. hls baslc difference 
sector prison industryYiS ~ft1zatlonal partners in a private 
understanding of each artne ~n aggravated by a mutual lack of 
of understanding, coupled Wi~hs pu:poses.and needs. This lack 
clearly, has contributed di t~n t1nabillty.to communicate 
projects. rec y 0 the fa1lure of some 

5. Wage disparities do not lead to friction 
among prisoners. 

Private sector involvement' , , introduces significant wage di 1n,pr1son 1ndustries often 
ment, since in most cases ris~par1ty into the prison environ
projects are paid much mor~ tha~e~~o:~o work in private sector 
example, the average state' ~ho do not. For 
tional service crew or a tr~~~~~nerlaS~lgned to an institu
receives 35¢ to 60¢ per hour I~na s ate-~se industry 
private sector projects earn'awbohltle$m30s35t pr1soners working in u • per hour. 

There has been considerabl . tical implications for ris e ~peculation about the prac-
differentials, with much coon admlnistrators of such income 
that wage disparities mightn~:~~ec~nt~:i~~ on the possibility 
However, every prison s' os 1 y amoung prisoners. 
study indicated that th~~e~lntendent interviewed in the CJA 
widespread problem. as not been a significant or 

6. ~ri!ate sector involvement in prison-based 
bUSIness offers specific advantages to 
us~nesses offers specific advantages to 

pan es with specific labor needs. com-

Some general be fit pany that agrees to em~~o s ?an accrue to virtually any com-
benefit is free use of sp~c~r~~~ner~ •. ~he principal economic 
cost savings can be realized b ut1ll~les. Some personnel 
mari~y because employer-paid h!a~:Cl~Y1ng prison labor, pri-
requ1red. These projects t. nsurance coverage is not 
relations benefits for at 1~P1~allY also provide some public 
and fill a philanthropic or :~tr~ret~arger companies involved 
organizations. s 1C need for some 

There are also some specific b 
companies with special labor needs. enefits that can help Prison labor is attrac-

-6-

- ----- ---------------------------------------------------------------------------------------

tive to the employer with seasonal labor needs, who can fine
tune labor costs much more precisely, and with much less risk 
of losing workers, with a prison labor force than with non
prisoner workers. Prison labor is also attractive to com
panies with shift demands that are difficult to fill 
consistently (e.g., weekend or night work), and to companies 
with short-term product manufacturing cycles followed by long 
idle periods. 

7. There are hidden business costs inherent in 
prison-based businesses. 

Businesses that make use of a prisoner work force are 
confronted with a set of personnel costs unique to the prison 
setting. These hidden costs of doing business inside prison 
revolve around four factors: 

turnover 
training 
mobility 
manipulation 

It is a widespread misconception that prisoners remain 
in the same institution for years on end. The average length 
of incarceration in the United States is approximately two 
years, and in many states a prisoner will spend that time in 
more than one facility. Such movement through the prison 
system contributes to high turnover rates among the prisoner 

work force. 
The combination of high worker turnover and the general 

lack of both work experience and skills inherent in most pri
son work forces, results in high training costs lor many 
prison-based businesses. These costs may be further inflated 
by the fact that, unlike businesses outside the prison which 
encourage upward mobililty within the work force as a means of 
developing leadmen and supervisors, the prison industry is 
faced with outward mobility as prisoners leave the facility. 

Finally, the manager of a prison industry is often 
confronted with a problem that prison administrators have been 
dealing with for years--prisoner manipulation. Many prisoners 
devote considerable time and effort to "con games" both on the 
job and elsewhere, and the time spent by private sector mana
gers and supervisors in learning to deal with such behavior is 
costly. Growing disenchantment of a private business person 
with prisoners as a work force could bring an end to his par-
ticipation in such ventures. 

8. Private sector involvement in prison 
industries has created problems in defining 
the legal status of inmate workers. 

-7-

.. 



--~ ----

. ~nma~es employed by state owned and operated prison 
1ndustr:es 1n the past have not been considered employees in 
the str1c~ le~al sense.of that term. With the private sector 
~ow becom1ng 1nvolved 1n prison industries, the status of 
~nmate workers has become more complex. The issue is critical 
1n the area of wage policy, for its resolution will determine 
wh~ther the Falr Labor Standards Act (FLSA) is applicable to 
pr1soners involved in privately owned and operated businesses. 

. . The courts have consistently rejected prisoners' claims 
to.m1n1mum wages and benefits under the FLSA, but have not 
rejected such claims out of hand. Instead the courts have 
based their decisions on whether or not prisoners come within 
th~ coverage of minimum wage laws. The changing nature of 
pr1son.work program~--especially the increased involvement of 
the pr1vate sector 1n operating such programs--may change the 
courts' conclusions. 

RECOMMENDATIONS FOR CORRECTIONAL AGENCIES 

Correctio~al o~ficial~ interested in developing private 
sec~or/pr1son 1ndustr1es should heed the following recommen
dat10ns and caveats: 

1. 

2. 

3. 

4. 

5. 

Before beginning, ensure that appropriate 
state enabling statutes exist, and that the 
project meets federal legislative and 
~dm~nistrative requirements for shipment 
1n 1nterstate commerce, if appropriate. 

Develop a plan for recruiting the private 
sector and for maintaining the businesses 
once they are operational. The plan should 
address internal organizational development 
targeted public education, and organized ' 
private sector recruiting. 

Identify groups likely to react adversely 
to the private sector initiative and 
consult with them early in the planning 
phase. 

Clearly state in a formal contract the respon
sibilities and obligations of both the private 
sector and the correctional agency. 

If the correctional agency has a strong 
cor:ectional industry program, it should 
ser10usly consider implementing either 
the Customer or Controlling Customer Model. 
Larger corporations would be good candidates 
to approach regarding possible interest in 
these models. 
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6. If the agency has no correctional industry 
program or has a weak program, it should 
seriously consider implementing the 
Employer Model. Smaller businesses or 
enterpren1lers would be good candidates 
to approach regarding possible interest 
in these models . 

7. Note that there are models other than the 
three mentioned above. An agency with a 
weak correctional industry program mlgh~ 
benefit, for example, from the Manager 
Model or the Joint Venture Model. 

RECOMMENDATIONS FOR PRIVATE BUSINESSES 

Private sector firms interested in becoming involved 
with prison industries should heed the following recommen
dations and caveats: 

1. Obtain the active support of key corrections 
officials (in both the central office and the 
institutions) before attempting to implement 
a project. 

2. A private business without a standard product 
line should be cautious about participation 
in a prison based operation because of the 
high cost of retr'aining prisoner workers 
each time a new product or production process 
is introduced. 

3. Examine the relevance of the Fair Labor 
Standards Act to the proposed project. If 
a genuine employer-employee relationship 
will exist between the private businesses 
and the prisoner worker, then the minimum 
wage provisions of the FLSA may apply to 
that business. 

4. Consider staffing the project with specially 
trained production supervisors. Private 
sector prociuction management personnt::l should 
receive special training from the correctional 
agency in security and safety procedures. 

LONG TERM OUTLOOK 

Private sector involvement in prison-based businesses 
seems to be a lasting trend rather than a passing fad. But 
many issues--including the status of prisoner workers and the 
Doncerns of labor and business outside prison--remain only 

-9-



-- ----------

! 
'I 
;{ 

~ 

~ 
J 
j 
i 
# 
N 
N 

~ • 'J 
~ 
'1 

~ 
J 

I r 

I 
~ 

-10-

----- --------------------------- ----------------------

I 
~ 't 

I. INTRODUCTION 

This study explored the nature and extent of private sec
tor involvement in the operation of prison-based businesses in 
the United States and identified the statutory, organiza
tional, and procedural strengths and weaknesses of contem
porary practices. The report is designed to serve as a 
state-of-the-art information base for both public officials 
and private firms contemplating private sector participation 
in prison-based businesses. 

There is today a growing interest in this area among pri
vate firms and in government at state and federal levels. 
Almost half of the states have legislation authorizing some 
form of private sector involvement with prison industries, and 
the federal government has recently eased its restrictions on 
the interstate sale of prison-made goods. Governors, legisla
tors, and corrections directors express considerable interest 
in the concept of private sector employment for prisoners, and 
private firms with operations in prisons are expanding in 
number and variety. 

HISTORICAL DEVELOPMENT 

Private enterprise is no stranger to the Affierican prison. 
When the United States replaced corporal punishment with con
finement as the primary punishment for criminals in the early 
nineteenth century, the private sector was the most frequent 
employer of convict labor. Prisoners were typically either 
leased to private companies who set up shop in the prison, or 
were used by prison officials to produce finished' goods for a 
manufacturer who supplied the raw materials to the prison. 
The former arrangement was called the contract system, while 
the latter came to be known as the piece-price system. In 
both instances a private company paid the prison a fee for the 
use of prison labor, which was used to partially offset the 
expense of operating the prison. Blatant exploitation of 
inmates sometimes developed as a consequence of these systems. 

Opposition to the use of prison labor from rival manufac
turers and from the growing organized labor movement began to 
emerge in the latter part of the nineteenth century as more 
and more prisoners were put to work for the private sector. 
Opposition reached a peak during the Great Depression, when 
Congress passed a series of laws designed to prohibit the 
movement of prison-made goods in interstate commerce, thus 
insuring that these products would not compete with those made 
by outside labor. Many state legislatures followed suit, for
bidding the open market sale or importation of prison-made 
goods within their borders and effectively barring the private 
sector from the prison. As a consequence, prison-based manu
facturing operations became state owned and operated busi
nesses, selling goods in a highly restricted market. 
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This situation continued well into the 1970's, when there 
was a shift in thinking about prison industries, as these 
state-run manufacturing operations came to be called. Long 
seen as rehabilitative programs designed to teach prisoners 
specific vocational skills, prison industries now came to be 
viewed as a way to generate revenue for the state while com
bating the ever-growing problem of prisoner idleness. This 
led to renewed interest in the commercial aspects of correc
tional industries, an interest that has spurred a rethinking 
of the role of the private sector in the operation of prison
based businesses. 

By 1980 many states had replaced restrictive legislation 
barring the private sector from using prison labor with 
legislation that encouraged private sector participation in 
prison-based businesses. The federal government had initiated 
a pilot program to test the feasibility of private sector 
involY~ment in prison industries. Under this program both the 
contract and piece-price systems of convict labor have been 
recreated in modified form, accompanied by strong safeguards 
to protect the interests of competitors, labor, and the pris
oner workers themselves. 

Chief Justice Warren Burger has been a prominent and 
enthusiastic supporter of private sector involvement in 
prison-based businesses. He has proposed the creation of 
"factories with fences" --penal facilities devoted to the pro
duction of goods and services-- and he has publicly supported 
the repeal of legislation that restricts the production and 
sale of prisoner-made goods. 

It can be assumed that future expansion of private sector 
involvement in prison-based businesses will depend on the 
interest of correctional administrators in the concept, the 
willingness of private companies to contract with prisons, the 
availability of prison labor, and acceptance of the idea among 
important segments of the public. Statutory authorization of 
private sector involvement is a fundamental prerequisite. 

Our survey has indicated strong interest in the concept 
on the part of correctional administrators. We have iden
tified a number of companies that are now involved with prison 
labor, and we see more companies considering the idea. With 
prisoner idleness so prevalent today, it is clear that prison 
labor is readily available. Over the past ten years almost 
half of the states in this country have adopted legislation 
calling for some form of private sector involvement in their 
prison work programs, and the federal government has relaxed 
some of the barriers to this type of activity. The concept of 
private sector employment of prisoners also has received 
strong support from interest groups and public officials. 
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PURPOSE AND ORGANIZATION OF THE REPORT 
° ° d to mov"" forward in With the field of correctIons pOIse - ·1 f both 

° t h uld serve as a useful too or 
this area'ot~ls repodrfos 0 contemplating private sector par-
public offlclals an lrms ° 

ticipation in prison-based bUSlnesses. 

Five research questions were articulated ~o pr~vide the 

lOnformatlOon needed to guide policy and action 1n thls area, 
d the answers to these and the report is structured aroun 1 

questions: 

1. 

2. 

3. 

4. 

5. 

What states currently have private sector 
d h r e they structured? projects, an ow a 

How can private sector initiat~ves now ~nder~ay 
be grouped and classified to aId analYSIS an 
evaluation? 

What states have statutory authority t~ involve 
sector in prison-based busOlne?sses, the private t 

and what is the nature of that authorl y. 

How much interest do public officials have in 
the topic of private sector involvement? 

Under what circumstances is it rea~on~b~elfor 
correctional systems to expand thelr Ino ve 
ment with private industry, and what factors 
should be considered in doing so? 

t d scribes the study methodology. 
Chapter II of the r:por e ison-based businesses 

Chapter III describes prlvate sector pr t of models for pri-
. t t Chapter IV develops a se . ° 

1n ten s a e~. t d classifies existing proJects 1nto 
vate sector Involvemen an 1 Chapter V looks at state 
groups according to these m~:: :~ivate sector involvement in 
and federal stat~tes govern er VI reports on the level of 
prison-based buslnesses. Chapt ubl~c officials. 
interest in the concept express~~n~Ya~d r;commendations to 
Chapter VII offers some ~og~~~~er VIII assesses the longterm 
guide future e~forts, ant .nvolvement in prison-based busi
outlook for prlvate sec or 1 

nesses. 
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II. PROJECT METHODOLOGY 

Information about private sector involvement with state 
prison industries was gathered during this project through 
analysis of stat-e and 'federa:1: -la'ws, mai'led"questionnai res', and 
site visits to selected prison industries with private sector 
involvement. Data from these sources were useJ to create 
theoretical models of private sector involvement in prison
based businesses and to develop recommendations for ccrrec
tions officials and private business people who may be 
contemplating a collaborative venture. An advisory board, 
with representatives from both corrections and the private 
sector, participated in the construction and review of survey 
instruments, the articulation of important issues, and the 
interpretation of study results. 

The data-gathering tasks are described in this chapter. 
The information obtained from these tasks is presented in 
Chapters III, V, and VI of this report. 

STATUTORY ANALYSIS 

The director of corrections in each state was asked to 
forward to project staff a copy of the state's laws pertaining 
to prison industries. The statutes were then reviewed with 
respect to twelve key issues identified through discussions 
with the project's advisory board and with other corrections 
officials and private sector managers involved with prison
based businesses. The issues fall into four general cate
gories: 

authorization of private sector involvement 
in correctional industries; 

definition of wages and benefits for private 
sector prisoner workers; 

creation of incentives for private sector 
involvement in industries; 

attention to factors that may influence 
implementation t')f prison work programs wi th 
private sector involvement. 

The twelve specific issues examined in the statutory 
analysis are presented In Chapter V. The findings of the 
statutory analysis are presented in that chapter in narrative 
and tabular form. 

After reviewing state legislation, project staff analyzed 
relevant federal laws and executive orders relating to private 
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sector involvement in prison-based businesses. The findings 
from this analysis also appear in Chapter V, following the 
discussion of state laws. 

MAILED QUESTIONNAIRES 

Mailed questionnaires or surveys were used to gather 
information for each state on (1) the extent and nature of 
private sector involvement in corr~ctional industrie~ ~nd (2) 
the attitudes of key policymakers 1n the state (spec1f1cally 
the governor the corrections dir~ctor, and legislators) 
regarding private sector involvemen~ in prison-based busi
nesses. Copies of the survey instruments are appended to this 
report. 

Status of Private Sector Involvement 

A questionnaire (the Correctional System Questionnaire, 
appended) mailed to the director of corrections in each state 
sought to identify those states that currently host prison 
industries with private sector involvement and those states. 
that do not. Those states with private sector involvement 1n 
prison industries were asked to provide the following infor-
mation: 

project start-up date; 

name and address of private firm involved; 

products or services produced; 

size of prisoner work force; 

gross sales of project for a twelve-month 
period; 

range of hourly wages to prisoner workers; 

total wages paid to work force; 

total deductions from salary for specified 
categories; 

incentives provided for private sector involve
ment. 

Those states not hosting private sector prison industries 
were asked whether they had ever hosted such projects; whether 
there was interest within their state department of correc
tions in the concept; whether any plans for private sector 
involvement were in place; and what factors now inhibit (or 
prohibit) the development of such projects in the state. 
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Of the 51 correctional System Questionnaires mailed to 
each state and the District of Columbia, 48 (94 percent) wer~ 
completed and returned. The information generated by the 
Correctional System Questionnaire is summarized in Table 1 and 
discussed in Chapter III of the report. 

Those states that identified themselves as hosting private 
sector projects were mailed a second set of questionnaires. 
Each of the private sector firms involved in the state's pri
son industries received one of two questionnaires (the Private 
Sector Operator's Questionnaire or the Private Sector 
Contractor's Questionnaire, appended). Depending upon the 
role of the firm involved with the prison industry, the 
following information was solicited: 

siz~ of firm (by number of employees); 

firm's total capital investment in the pro
ject; 

what incent:ves, if any, should be offered to 
the private sector; 

what role both federal and state govern
ments should play in such projects. 

The information gathered from the Private Sector 
Questionnaire is discussed in Chapter III. 

Tn those states with operating private sector prison 
industries, the superintendents of the host institutions were 
also mailed a questionnaire (the Superintendent's 
Questionnaire, appended), which sought information in the 
following areas: 

advantages and disadvantages of private 
sector involvement; 

sffects of private sector prison industries 
on the prison; 

attitudes of institutional staff toward 
such projects; 

the superintendent's own interest in such 
projects; 

factors that would lead toward either 
expansion or termination of private sector 
prison industries. 
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Due to time constraints, only eight Superintendent's 
Questionnaires were mailed to potential respondents. 
(However, each superintendent of a host facility was inter
viewed during the site viSits.) Of these, seven were 
completed and returned. Information from the ~uperintenden~'s 
Questionnaire is not presented separately but is reflected 1n 
the conclusions and recommendations presented in Chapter VII. 

Policymakers' Attitudes 

'The attitudes and interests of key policymakers in 
each state were surveyed by questionnaires mailed to each 
governor, each state di~ectorof corrections, and the chair
person of each state's house and senate judiciary committees. 
Copies of these questionna~es are appended. 

The Governor's and Legislator's Questionnaires soli
cited qualitative information as to the respondent's: 

interest in the concept of private. 
sector prison industries; 

attitudes regarding selected kinds 
of work normally available to priso
ners; 

perception of potential benefits 
resulting from private sector prison 
industries; . 

attitudes regarding various 
possible incentives to encourage 
private sector involvement in 
prison industries. 

Of the 50 questionnaires mailed to each governor, 30 
(60 percent) were completed and returned. Of the 100 quest:on 
naires mailed to key state legislators, 30 were completed and 
returned. (Despite the low rate, 25 states were represented 
in this response.) The information gathered from these . 
completed surveys is presented in both tabular and narrat1ve 
form in Chapter VI of the report. 

The questionnaires mailed to each state's director of 
corrections solicited such information as: 

potential benefits resulting from private 
sector industries; 
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incentives that could be used to encourage 
private sector involvement in prison 
industries; 

prisoners' interest in various work projects; 

departmental employees' attitudes regarding 
private sector involvement in prison 
industries; 

the director's own interest in the concept; 

potential positive and negative impacts of 
private sector prison industries on a 
corrections system. 

Forty-eight (96 percent) of the 50 state directors of 
corrections completed and returned this questionnaire. The 
information gathered from the Director's Questionnaire is pre
sented with the results of the Governor's and Legislator's 
Questionnaires in Chapter VI of the report. 

SITE VISITS 

Information gathered from the completed Correctional 
System Questionnaires showed that eight states were operating 
prison industries involving the private sector. In addition, 
two states had plans for private sector prison iHdustries 
expected to be operational within a period of months. These 
ten states are: Arizona, California, Florida, Kansas, 
Minnesota, Mississippi, Nevada, Oklahoma, Utah, and 
Washington. 

The director of corrections in each of these states was 
contacted for permission to visit the private sector work 
programs in that state, and in each case permission was 
granted. A team of project staff visited each site for about 
three days to observe the operation of the programs and to 
conduct structured interviews with the prisoner workers, the 
private sector contractors and owner-operators, the director 
of corrections, superintendents of host institutions, correc
tions staff responsible for coordinating the programs, and 
institutional staff. 

The interviews explored economic issues; management 
and operation of private sector work projects; obstacles to 
effective implementation; community response to private 
sector work projects; impact of projects on institutional 
operations; advantages and disadvantages of private sector 
work projects for different interest groups; incentives 
for each participating group; and other relevant topics. 
In most cases, follow-up phone calls were made after the 
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site visits to confirm facts, gather additional infor
mation, and clarify issues raised during the site visits. 

Copies of the structured interview guides are 
appended. Information from site visit interviews is not 
separately reported, but is integrated into descriptions 
of the states' projects and reflected in the conclusions 
and recommendations presented in Chapter VII. 
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III. RESULTS OF CORRECTIONS SYSTEM AND PRIVATE SECTOR 
SURVEYS AND SITE VISITS 

On December 31, 1984, there were 26 prison-based busi
nesses wi th signi ficant pri va te sector invol vement. These 
businesses are operating in nine states: 

Arizona 
Florida 
Kansas 
Minnesota 

Mississippi 
Nevada 
Oklahoma 
Utah 
Washington 

Nineteen pri va te sector fi rms are in vol ved wi th the 26 
prison-based businesses as employers, customers, managers, or 
investors. These companies range in size from small 
proprietorships to multi-national corpora~lons. The 26 
prison-based businesses produce 14 distinct product lines and 
fi ve servi ce act i v i ties. These diverse products and servi ces 
are generally reflecti ve of the mainstream American economy, 
and represent such categories as agricultural commodities, 
customer service industries, heavy manufacturing, and high 
technology component assembly. 

The businesses surveyed for this study operate in 17 dif
ferent minimum, medium, and maximum-security prisons, which 
range in size and type from small communi ty-based facili ties 
to large, rural, walled institutions. The majority of these 
businesses were started wi thin the last three years. The 
businesses have a total initial private sector capital invest
ment of over $2 million, and their total gross sales for 198~ 
exceeded $21 million. 

There are nearly 1,000 prisoners employed in these busi
nesses, representing about 0.2 percent of the total prison 
population in the Uni ted States. They are paid hourly wages 
rangi ng from a low of .25¢ to a hi gh of $7.75 (except in 
Mississippi, which is prohibited by law from paying wages to 
prisoners). Since the start-up of the first project in 1976, 
these 26 businesses have paid at least $4.4 million in wages 
to their prisoner workers. These workers have, in turn, paid 
over $775,000 in taxes and $470,000 in room and board charges. 

Map 1 shows the states in which pri vate sector prison
based bus i nesses are located. Descript i ve information about 
17 of these 26 businesses is presented in Table 1. Only those 
businesses that were operating prior to June 30, 1984, and 
that employed at least five prisoner workers are included in 
the table All 26 bus inesses are descr i bed in the state 
descriptive narratives that follow Table 1. 
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STATE DESCRIPTIONS 

Arizona 

In 1981 the Arizona Legislature passed S.B. 1191 (later 
codified as Article 3, Ch. 281, Sec. 41-1621-1630), which 
created Arizona Correctional (ARCOR) Enterprises as a separate 
division within the department of corrections. The law 
encouraged prii/2ct:.: S~(;t.::· bus.i.ne.;,s lilVCtlvement in AHCOR activ
i ties by establishing a pri vate sector advisory board and by 
authorizing private sector employment of prisoners and 
contracting wi th the pri vate sector for the production of 
goods or services. 

The director of the corrections department at that time, 
Ellis MacDougall, was actively involved in the development of 
private sector employment projects for prisoners. Among other 
things, the department tried unsuccessfully to enter into a 
working relationship wi th a group that hoped to take over' a 
soon-to-be-abandoned meat packing plant. A number of factors, 
including opposition from organized labor, prevented this 
relationship from developing. Other projects also were con
sidered during this period, but none materialized. 

Thens in August 1981, Best WesteI'n International began 
hiring female prisoners for its telephone reservation center, 
located inside the Arizona Correctional Institution for Women 
(A.C.l.W.). Best Western, with headquarters in Phoenix, 
needed a readily available work force to process phone calls 
for room reservations during peak call volume periods. The 
firm also needE::1 t.rained r8ser'vation agents who were willing 
to work on hol idays and weekends. Because of the prison's 
proximity to Best Western's headquarters, the firm was able to 
install trunk lines at a reasonable cost and take advantage of 
a willing work force. 

Currently at A.C.I.W., Best Western employs 12 to 35 
women full-time. The reserva t.i on ('en ter is supervised by a 
Best Western operations manager and two supervisors. The 
women are paid at the same rate as other reservations agents 
at Best Western --$3.75 per hour for the first 90 days, and 
$3.98 per hour after this training period. 

Best Western managers see three prinCipal advantages from 
the project for their firm: flexibility in staffing, valuable 
management training for supervisors, and positive public rela
tions value. 

ARCOR also has two private sector work projects located 
inside the Arizona Correctional Training Facility at 
Perryville. In one project, the Commercial Pallet Company 
(C.P.C.) has a labor contract with ARCOR. C.P.C., which 
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refurbishes and manufactures wooden shipping pallets, began 
its Perryvi lIe operation in March 1984. C. P . C. pro v ides all 
equipment, materials, and transportation, while ARCOR provides 
the plant and 26 workers who earn 25¢ to 42¢ per hour. 

A second project, known as ARCOR/Wahlers, represents a 
unique relationship between corrections and the private sector 
in that the company's role is currently limited to that of an 
investor. Wahlers, a subsidiary of Prestige Systems, Inc., is 
a Phoenix-based manufaf'!turer of office furni ture that spe
cializes in partitions. This firm's managers had been hiring 
work releasees, but found they wanted a more readily available 
work force and so decided to help capi talize a small plant 
ins ide the pr i son. Wahlers provi ded the equi pmen t and a 
supervisor for the first year of the project's operation, and 
ARCOR built the plant. About 15 prisoners work in the plant 
earni ng $ 3.50 per hour for the product i on of office par
ti tions, computer tables, and other office furni ture. The 
goods are marketed by ARCOR in both state-use and open 
markets. 

California 

In 1981 the California Youth Authority Department, which 
is the state agency responsible for l1andl ing youthful offen
ders, recei ved legi sla t i ve authori za ti on to es tabl i sh a work 
program in conjunction with private industry. Prior to 1981 
no industrial program existed in the institutions for youth in 
California, which had emphasized academic and vocational edu
cation. 

The department is now moving to implement a program 
entitled. Frea Venture-Private Industry. More than most other 
existi ng or plannea pr i va te sector projects, thi s one wi 11 
have strong vocational training component, reflecting the need 
for vocational preparation among youthful offenders. 

The department is currently negotiating with two manufac
turers of electronic equipment and a major manufacturer of 
women's wear to establish plants inside its institutions. 

The department's approach to the private sector has been 
marked not only by careful planning, but by the involvement of 
a br~ad-based advisory committee composEid of 14 members repre
sentlng several segments of the department, private industry, 
labor, the public, and the California Youth and Adult 
Correctional Agency (the state umbrella agency of which the 
Youth Authority is a part). The committee began its work in 
October 1983 to develop a plan for the department. Its April 
1984 report provided the basis for subsequent activities of 
departmental staff involved in the program's development. 
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Florida 

Florida is the first state to experiment with the whole
sale transfer of its correctional industry program from the 
publ i c to the pr i va te sector. On June 23, 1981, Governor Bob 
Graham approved Senate Bill 97, which authorized the 
establishment of a private non-profit corporation (Prison 
Rehabilitative Industries and Diversified Enterprises, Inc.-
P.R.I.D.E.) to manage and operate Florida's prison industries. 
The bill became law on July 1, 1981, and has been codified as 
F.S. 945.135, commonly called the PRIDE Act. P.R.I.D.E.'s 
initial mission has been described in terms of creating more 
jobs for prisoners, compensating prisoners fairly for their 
labor, and generating savings for the state. 

In November 1981 Governor Graham appointed Jack Eckerd 
(retired president and chairman of the Jack Eckerd 
Corporation, which operates a retail drug store chain in the 
Southeast) as chairman of the board of directors of P.R.I.D.E. 
The 12-member board is made up of some of the most influential 
citizens in the state. Eckerd, who had run unsuccessfully 
against Graham for the gubernatorial post, brought years of 
both private and public sector experience (including directing 
the General Services Administration under President Gerald 
Ford) to the task of establishing P.R.I.D.E. as an organiza
tion. He also brought a commitment to the belief that if 
government and business act as a team, certain social problems 
could be addressed more effecti vely and economically. This 
belief was reflected in Eckerd's choice of a chief executive 
officer for P.R.I.D.E., Floyd Glisson~ who also brought years 
of both private and public sector management expertise to his 
job as president of P.R.I.D.E. 

In August 1982, when P.R.I.D.E. began the gradual 
takeover of prison industries wi th the acquisi tion of the 
department of corrections' Zephyrhills-based print shop, 
Florida Correctional Industries was providing over 150 product 
and service lines from 62 industries in 16 different institu
tions with $24 million in annual sales. Governor Graham's and 
Jack Eckerd's business experience told them that the private 
sector could run this conglomerate more cost-effectively than 
could the public sector, especially if it were freed from cum
bersome government purchasing and personnel regulations. F.S. 
945.135 exempts P.R.I.D.E. from civil service and purchasing 
regulations. 

PoRoloDoEo management has used its freedom in the 
purchasing area to help re-capitalize Florida Prison 
Indus tries' plant, equi pment, and raw material inventories 0 

Floyd Glisson also has hired a qualified management team with 
extensive private sector experience in the areas of finance, 
administration, planning and development, marketing, and human 
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resources development. In key technical ~reas, P.R.I.~.E. has 
gone to the private sector to hire experIenc~d supervIsors,to 
operate selected agribusiness and productIon and serVIce 
lines. 

Among P.R.I.D.E.'s achievements in its first t~o years of 
operation are the payment of a nominal wag~ for prlS?n labor, 
and its contract with U.S. Sugar CorporatIon, by WhICh 3~600 
acres have been cultivated in sugar cane. U.S. Sugar provIded 
a $2.5 million development package, and it is ~xp~cted that 
the cane crop will yield annual sales of $1.1 mllllon for at 
least the next six years. 

Projects earmarked for special attention by P.R.I.D.E. 
staff in the upcoming year include the development of ,an 
integrated vocational training, industry, and post-release Job 
placement system for prisoners, and the develo~meI?t of new 
P.R.I.D.E. industries (a request for a $9 mIlllon, sta~e 
appropriation has been submitted to, the governor), possIbly In 
the automotive repair and constructIon trades. 

From its beginning, P.R.I.D.E. directors and ma~agement 
have viewed the transfer of Florida's prison industrIes from 
the department of corrections as a classic busines~ takeover, 
to be completed as swi ftly and completely as POSSI ble. Key 
departmental managers, on the other hand, expected the program 
to be a pilot project that would experiment, with tr~nsfers at 
the Glades and Zephyrhills sites for ~ perlod of tIm~, eval
uate that experience, and then determIne the approprl~teness 
of any addi tional transfers. These di vergent perceptIons of 
both the timetable and the acquisition process have resulted 
in some strained relationships between P.R.I.D.E. and the 
department. It should be noted that during the transfer pro
cess the department also transferred $1,474,037 to P.R.I.D.E. 
for the operation of industrial programs. 

Kansas 

In December 1979 Zephyr Products, Inc., began producing 
sheet metal products wi th a work force of male and fe~ale 
prisoners from the Kansas Corree;tional In~titu,tion, at La?Slng. 
Zephyr which previously had been operatIng In MIssourI, was 
purcha;ed by Fred Braun and relocated ne~r Lansing solely for 
the purpose of providing real work for prIsoners. 

Braun, who had operated and then sold another 
based firm (Tectank, Inc.) and had unsuccessfully run 
Republ ican nominee for lieutenant gove,rnor ,of KaI?sas, 
loped this project as a means of applYIng hIS busIness 
tise for the public's benefit. 

Kansas 
as the 
de vel
exper-

The initial 
approximately $1 

capital 
million, 

investment 
including 

in the project was 
a $500,000 industrial 
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revenue bond issued by the city to 
Braun personally guaranteed the 
purchase of Zephyr (a t $500,000) 
$70,000) with his own funds. 

pay for the building. 
bond and capitalized 
and its site location 

Fred 
the 
(a t 

Prisoners working at Zephyr are expected to become profi
cient in the company's entire production process. ThIS means 
that workers acquire skills in six basic metal fabrication 
operations. Zephyr management insi sts that workers become 
familiar with the entire process rather than specializing in 
one area because of the belief that such general skills will 
improve the prisoner's chances of obtaining metal fabrication 
employment upon release. 

In 1981 Zephyr was charged by a compe ti tor wi th unfai r 
bidding advantages due to the use of inmate labor. The com
peti tor contended that Zephyr was taking advantage of cheap 
inmate labor to submi t low bids to customers in the Kansas 
Ci ty area. The Kansas Department of Corrections contracted 
with Arthur Young and Company to determine if Zephyr was in a 
"unique competi ti ve cost posi tion" due to the use of inmate 
labor. 1 Arthur Young and Company used an incremental 
benefit/cost analysis to identify the areas (both direct labor 
and overhead) affected by the use of inmate labor at Zephyr. 

After reviewing Zephyr's operations and wages and com
paring them to the operations and wages of four similar plants 
in the area, Arthur Young concluded that the use of inmate 
labor did not place Zephyr in an advantageous competitive cost 
pOSition. The study pointed out that reduced ~roductivity 
related to the use of an unskilled and inexperienced inmate 
labor force more than offset any potential advantage resulting 
from low pay scales. Beyond its vindication of Zephyr, the 
Arthur Young report is valuable because it is the only 
detailed independent analysis of the labor-related costs of 
employing a prisoner work force in a production setting that 
requires skilled techniques. 

Since its incept ion, Zephyr has pai d its pri soner work 
force over $1 million in wages, from which over $200,000 has 
been returned to the state in room and board payments, and 
over $100,000 has been paid in federal and state taxes. 
Zephyr employs approximately 20 prisoners at an hourly wage of 
$3.60. 

1Arthur Young & Co., "Cost Impact of 
a Manufacturing Environment," September, 
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Minnesota 

The Minnesota Department of Corrections has a long tradi
tion of private sector involvement in its industrial program. 
Perhaps the most significant reason for this is the fact that 
unlike most state correctional industry programs, Minnesot~ 
never lost the ability to sell to the private sector. The 
Minnesota Legislature, anxious to preser've the interest of 
Minnesota farmers who purchased farm equipment and binder 
twine from the pri son, never enacted the ki nd of res tr i cti ve 
laws that largely removed the private sector from other state 
prison systems. 

As early as 1973 the department was utilizing advice from 
a Control Data Corporation task force convened by then 
Corrections Commissioner Kenneth Schoen to bring private sec
tor characteristics to its industrial operations. In 1976 
Minnesota provided space to a local entrepreneur to run an 
upholstery shop on the grounds of a correctional facili ty 
using an inmate labor force. During the same year a private 
sector data processing firm was created by a consortium of 
computer companies to operate out of Minnesota's maximum 
secur i ty pr i son. These two bus inesses ushered in the modern 
era of private sector . employment for prisoners in Minnesota, 
and perhaps for the Unlted States as well. 

In 1977 Control Data Corporation provided an executive on 
loan to Minnesota Correctional Industries (MCI) who functioned 
as MCI's director for two years, further solidifying the 
department's ties with the private sector. 

There are at present ten businesses wi th some form of 
pr iva te sector involvement operating wi thi n Minnesota's 
correctional system. At Stillwater, the state's largest 
correctional facility with 1,000 beds, MCI operates two shops 
with significant private sector involvement. The electrical/ 
mechanical assembly shop employs 160 prisoners in the assembly 
of disk drives and the construction of wiring harnesses for 
Magnetic Peripherals, Inc., a subsidiary of Control Data 
Corporation. The metal products shop, which employs about 100 
inmates, manufactures. farm, garden, and highway repair equip
ment for a variety of private sector customers. 

Two private businesses are also based at Stillwater. 
Stillwater Data Processing, Inc., employs eight inmates in the 
deSign, installation, and maintenance of customized data pro
cessing applications for a variety of Minneapolis-St. Paul 
companies. InSight, Inc., employs three to five inmates in 
the provision of telemarketing services to various businesses 
and in the delivery of computerized instruction to homebound 
and disabled individuals via computer terminals. 
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At Shakopee, Minnesota's 60-bed facility for female 
offenders, MCI operates a data entry shop. The bulk of this 
shop's work is performed for B. Dalton Company, Inc., which 
has provided mos t of the equi pmen t for the shop. Between 15 
and 20 women are employed as data entry operators, entering B. 
Dalton purchase orders into recei vables file::. i'1. a disk-to
tape system. MCI also employs about six women at Shakopee on 
a contract with the Sperry Corporation, constructing wiring 
harnesses for computers. 

L i no Lakes is a 200- bed medi um cus tody faci Ii ty wi th a 
strong industry orientation; about 120 of the 150 medium 
custody offenders housed at this facility are employed by the 
industry program. The Sperry Corporation is the pr i nci pal 
pr i va te sector presence at L ino Lakes. MCI has a contract 
with Sperry Corporation to disassemble obsolete computer 
equipment and salvage parts for remanufacture. About 25 in
mates are employed under this contract. The Lino Lakes fur
niture and print shops produce more than 50 percent of their 
output for a variety of pr i va te sector cus tomers; these two 
shops employ about 70 inmates. The subcontract industry shop 
at this facility has employed up to 30 inmates on de-burring 
and buffing contracts with Western Electric, Control Data 
Corporation, and Magnetic Peripherals, Inc. 

At Oak Park Heights, the state's 400-bed maximum security 
facility, MCI employs 125 inmates in five different industrial 
ventures. Of these, the vinyl 0ffice products shop, which 
employs about 20 inmates, is the only industry with a private 
sector client base at this time. This shop produces vinyl and 
canvas three-ring binders and miscellaneous vinyl office prod
ucts for various private companies. The other four shops at 
this facility are more strongly focused on governmental 
clients at this time as part of the program's start-up strat
egy at this ~wly opened institution. The industry program's 
five-year plan, however, calls for significant private sector 
sales for all five shops at Oak Park Heights. 

Mississippi 

In 1983 the Mi ss i ssi ppi Legi sla ture, in its passage of 
H.B. 921, authorized the establishment by the department of 
corrections of contracts with the private sector for the pro
duction of goods or services. 

In March of that year Jim Lindsey, president of 
Cool-Mist, Inc., contracted with the department for the 
assembly of his company's air conditioner companion--a mechan
ical device that sprays a fine, cooled mist onto air con
ditioner coils, thereby reducing the operating temperature of 
the uni t and saving energy. Lindsey became aware of the 
department as a potential source of labor when both the 
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department and his firm were exhibiting products at the state 
fair. Initial negotiations between the parties indicated that 
Cool-Mist could acquire a work force that would accommodate 
its highly seasonal demand for labor. 

Cool-Mist pays the department $2.50 per assembled· uni t. 
The department, in turn, pays this sum into the state's 
general fund. Prisoners assembling the units receive no 
payment from ei ther the department or Cool-Mist as it is 
illegal to pay wages to prisoners in MisSissippi.' The uni ts 
are sold by Cool-Mist, Inc., to retail outlets in the state. 

Projected 1984 sales for the Parchman-based assembly shop 
total $40,000; however, as of June 30, sales had amounted to 
only $1,500 and the shop (which employs between four and ten 
~risoners) .had been closed for weeks at a time. The operation 
1S .unof.f1c1ally sup~rvi~ed by a prisoner, and the principal 
mot1 va t10n for work1ng In the shop seems to be avoidance of 
boredom. 

Nevada 

Nevada has three private sector firms operating within 
its correctional facilities. Las Vegas Foods, Inc., a 
supplier of mixed fresh salads to the Las Vegas hotel 
industry, employs about 20 inmates at the Southern Desert 
Correctional Center in all phases of salad assembly. Southern 
Desert is a 900-man medium-custody facility located 30 miles 
northwest of Las Vegas. 

Key Data Processing, Inc., employs about 30 women as data 
entry operators at the Nevada Women's Correctional Center in 
Carson City. Data processing services are provided to custom
ers throughout the Southwest by this prison-based business. 
Key Data offers a comprehensive training program in all phases 
of data processing to all employees as a preliminary step to 
employment with.the company. The business was incorporated by 
four partners In January 1982 for the speci fic purpose of 
employing female offenders in Nevada. 

Vinyl Products Manufacturing, Inc., employs about 50 
prisoners from the Northern Nevada Correctional Center in 
Carson City. Fifteen prisoners work at the company's 
community-based plant, while the rest work inside the prison. 
The company, which produces rubber mattresses for waterbeds 
pays priso~ers between $3.35 and $5. per hour. Vinyl Product~ 
Manufactur1ng, Inc., began its prison-based operation in 
September 1984. 

A fourth prison-based business in Nevada was General 
Household Items, Inc., a manufacturer of brooms and mops. 
This firm. employed about 20 inmates at the Southern Desert 
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Correctional Center until April 1984, when the company ceased 
its prison-based operations due to a 
ness decisions, wage problems with 
Labor, and chronic difficulties in 
activities with institutional staff. 

combination of bad busi
the U.S. Department of 
coordinating production 

Nevada has turned to the private sector for inmate 
employment out of expediency. The department of corrections 
has a very small prison industry program, and Nevada correc
tions officials in the past have relied heavily on work 
release for inm[\.te ll'lork assignments. In the 1970s groups of 
inmates were oft,'m taken by bus to pri va te firms, sometimes 
to staff second- and third-shift operations. Having become 
comfortable in dealing with the private sector in this way, 
the department believed that bringing firms into the institu
tion was a logical next step. A number of businesses have 
been proposed for operation wi thin Nevada's pri sons, 
including van conversion and the manufacture of offshore oil 
drilling parts and supplies. 

Nevada is now negotiating with at least two companies to 
set up operations within a prison: one a well-known manufac
turer of athletic shoes currently based overseas, and the 
other a maker of "fast track" construction materials used in 
the building of prisons and jails. 

Oklahoma 

Oklahoma has one active private sector prison-based busi
ness. Early in October 1984, Howard Johnson's, Inc. , 
established a telephone reservation operation at the Mabel 
Bassett Correctional Center in Oklahoma City. Similar to the 
Best Western telephone reservation project in Arizona, this 
project employs ten female prisoners at a starting wage of 
$4.85 per hour. 

The principal reason for Howard Johnson's interest is the 
prison labor force's availability and flexibility, since the 
service demand has daily, weekly, and seasonal variability. 
By using an inmate work force, these demand changes can be 
quickly accommodated. Howard Johnson's also has a social com
mitment to the community, and may employ some inmate workers 
after release as well. 

Oklahoma has another project that may become operational 
in 1985. First Step, Inc., is an Oklahoma corporation organ
ized specifically to develop a prison industry project. 
JOintly owned by an automobile remanufacturer, a construction 
company, and an archi tect, the company proposes to design, 
build, and operate a $2.5 million plant at a maximum security 
si te to recondi tion school buses and state road maintenance 
vehicles and to manufacture road signs. Ini tially, 112 i n-
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mates would be employed, with a projected eventual employment 
of 300. There would be eight supervi sors and a faci Ii ty 
manager. 

Funding would ~ome from county revenue bonds and possibly 
from grant funds. T1tle to the plant and facilities would pass 
to the s.ta te once bond indebtedness and lease rights to the 
land exp1red. Sales would be solely to the prison industry 
market inside the state, and wages would be at the normal 
Oklahoma prison industry rates. 

Legislation authorizing pri vate sector involvement wi th 
corrections in Oklahoma was created several years ago to 
en~ourage development of' an industrial park adjacent to a 
pr1son. H~weve~, nothing of significance came of the effort. 
As the leg1slat1on was about to expire, Corrections Director 
Mea~hum, d:termined to seek its extension and use, appointed 
at; .1n?US tr 1al developm~nt coordi?a tor wi th full-t ime respon
slb1l1ty for develop1ng and 1mplementing private sector 
employment projects. (Oklahoma is one of three states in 
which such a position has been created, the others being 
Washington and KansaR.) 

The in~ustrial de~elopme~t coordinator works closely with 
a statutor~ly author1zed Pr1vate Prison Industries Board. 
The board 1S mandated to recruit private industry and to 
establish guidelines and standards for the training and 
em~loy~ent of prisoners working in private industrv. 
~~:~;~lnes . ar~ . provided in such areas as employee wages and 
.. n:;:u'::J.~ts, ~ra1n1ng and supervision of inmates, location and 
fac1l1ty development, and inmate employment and termination. 

Oklahoma's interest in the pri vate sector is centered 
upon the following four goals: 

(1) to introduce private sector attitudes and 
skills into the correctional setting; 

(2) to reduce idleness; 

to realize financial benefits such 
reduction in the cost of confinement; 

as a 

(4) to make it possible for victim restitution to 
be paid. 

.The only signifi~ant incentive offered to the private sec
~or 1S space at ~ nom1nal cost. The concept of private sector 
1nvolvement cont1nues to have the support of the governor and 
several key legislators. 
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Utah 

Private sector involvement with Utah's graphics shop 
inside the state prison at Draper is limi ted to the role of 
customer. However, because more than 40 percent of the shop's 
output is purchased by the private sector, the marketplace has 
influenced the state-run industry to operate in ways that 
resemble a private sector business. 

The shop provides two main product lines: road signs, 
decals, and safety barriers; and a full range of printing ser
vices. The two principal private sector customers for the 
signs are both firms that resell to customers throughout the 
Northwest--Walker Safety Sign Company and Pace Industries. The 
main advantages for these firms in dealing wi th Utah 
Correctional Industries (U.C.I.) are: (1) the unique capabili
ties of the shop and its staff, particularly their knowledge of 
the legal specifications for various si.gns; (2) pricing; (3) 
local availability; and (4) timely deliveries (evidently many 
of U.C.I.'s private sector competitors place customers on long 
wai ting lists). The printing services are sold to many small 
private sector firms in the Salt Lake City area. 

U.C.I. began selling its signs and printing services to 
private firms in May 1982, when it received a Prison Industry 
Enhancement Project certification from the U. S. Department of 
Justice. 

Utah also subcontracted with a Salt Lake City firm called 
Cobblestone, Inc., for the production of velcro-fastened cloth 
wallets and nylon gym bags. However, this project, which at 
one time employed 15 prisoners, was discontinued in September 
1984 because the firm failed to pay prisoner workers the same 
wage as its sewing operators outside. Utah in the past has 
operated several other small private sector subcontract shops. 

U.C.I. managers cite a number of advantages in dealing 
with the private sector, including the dramatic improvement in 
meeting quality control standards and the increased attention 
to reducing waste on the part of the prisoner work force. 
U • C. I. employs 26 workers in its graphi cs shop and pays them 
$3.35 to $4. per hour. 

Washington 

Washington's most recent involvement with the private sec
tor as an employer of inmates has stemmed largely from the 
passage of House Bill 235, enacted into law in 1981 by the 
Washington State Legislature. This law defines flve classes of 
work for inmates incarcerated in Washington prisons, with Class 
I being private sector employment. 
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There are at present six Class I employers operating busi
nesses within Washington prisons. Inside-Out, Inc., is a gar
ment manufacturer employing about 20 women at the Purdy 
Treatment Center, a 170-bed maximum-security prison for female 
offenders. These women manufacture recreational clothing for 
several national companies. 

Redwood-Outdoors, Inc., is also a garment manufacturer, 
employing about 40 male inmates at the Washington State 
Reformatory, a 900-bed facility for male offenders, in the 
manufacture of sportswear. 

Two employers are based at Firland Corrections Center, a 
50-bed minimum-custody facility. Bell Bagg, Inc., manufactures 
a line of canvas luggage and sports bags, employing five male 
inmates who work alongside the company's regular labor force 
within the institution. The David L. Jones Co., a large whole
sale florist in the Seattle area, employs two inmates in a com
mercial greenhouse operation at Firland. The company plans to 
take over the institution's vocational horticulture program in 
the fall of 1984 and expand employment at Firland at that time; 
a second prison-based operation is being planned by the company 
for the Pine Lodge Correctional Center. 

Carol's Ceramics, Inc., employs two inmates at the 
Washington State Reformatory on a part-time basis. This busi
ness grew out of the owner's involvement with the institution's 
hobbycraft program. Inmates employed here manufacture various 
ceramic items for local florists and gift shops. 

Two prison-based businesses in Washington failed recently. 
Madrona Industries, Inc., established a wood-stove manufac
turing plant at the McNeil Island Corrections Center, a 600-bed 
medium-custody facility for male offenders located on an island 
in Puget Sound. The plant closed in July 1984 due to a com
bination of financial and market problems, as well as the 
seasonal nature of the work; Madrona employed up to 50 inmates 
in all stages of the production process. Widget, Inc., a manu
facturer of pitchforks and solar panels, also ceased operations 
after employing six reformatory inmates for about five months. 

Washington's move to private sector employment for prison
ers is the result of a direct mandate from the state 
legislature, as embodied in the statute referenced above. The 
intent of this effort is to both counter the widespread idle
ness that has plagued the state's prisons and "to provide 
training and experience to offenders in the real world of work 
so that they would be better able to follow satisfying and 
lawful careers upon their release.,,2 

2Washington Department of Corrections, "Institutional 
Industries 1982-83 Report to the Legislature," January, 1984. 
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In addition to creating a Division of Institutional 
Industries as a part of the department of corrections, the 
legislation also created a Board of Directors for Institutional 
Iudustries, whose responsibility is to provide "advice and 
expertise to help the Division evolve towards the free 
enterprise model."j To accomplish this task the board created 
a series of task forces composed of government officials, busi
ness people, educators, and labor officials. As a consequence, 
Washington's industry effort has had the benefit of input from 
hundreds of private citizens. The division also employs a 
full-time business development specialist, whose principal 
responsibility is to attract and retain private sector 
employers for the institutional industries Class I program. 

SUMMARY 

In December 1984 there were 26 pr i son- based bus inesses 
with significant private sector involvement inside 17 prisons 
in ten states and operated in connection with 19 private firms. 
These businesses, located in prisons ranging from small 
community-based facilities to large, rural, maximum-security 
institutions, employ almost 1,000 prisoners, or 0.2 percent of 
the total prison population in the United States. 

In most of these projects the private firm owns and oper
ates the business, makes all business decisions, bears the 
financial risk, and has control of the hiring, firing, and job
r,elated supervision of inmate workers. The correctional agency 
typically provides the physical plant and custodial super
vision, in addition to the labor force. Examples of this 
approach include, among others, the Best Western International 
project in Arizona, P.R.IoD.E. in Florida, Zephyr Products in 
Kansas, and Stillwater Data Processing in Minnesota. 

In the second most common approach to private sector 
involvement, the state assumes the role of owner/operator of 
the business, with all of the attendant responsibilities, but 
sells prisoner-produced goods or services on the open market. 
Minnesota Correctional Industries' metal shop and Utah's 
graphics shop are examples of this approach. Sometimes the 
s ta te-run bus iness sells to a single pr i va te sector cus tomer, 
which contributes raw materials, training, supervision, or 
other capital or management resources. Examples of this 
approach are found in Ari zona's relationship wi th Commercial 
Pallet Co. and Minnesota's relationships with Sperry Corp. and 
B. Dalton. 

3Ibid. 
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In only one instance reported here has a pri va te sector 
firm become involved in a business in the role of investor. 
In the ARCOR/Wahlers office furniture project in Arizona, 
Wahlers provided the equipment and a supervisor for the first 
year of the project while the state agency built the plant. 

Benefits of collaboration between corrections departments 
and pri vate businesses were mentioned by both parties. For 
state prison systems such ventures are seen as providing more 
jobs for prisoners, more realistic work experience to prepare 
prisoners for employment after release, and potential cost 
savings for the state. For private firms the prison-based 
business offers low-cost space, a work force compa ti ble wi th 
seasonal changes in demand for products and available for holi
day and weekend work, and positive public relations value. 
Some firms have found the prisoner "employee to be more 
reI iable, more moti va ted, and more loyal to the company than 
comparable labor outside. 
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IV. MODELS FOR PRIVATE SECTOR INVOLVEMENT 

The pri vate sector can play a variety of roles in the 
operation of a prison-based business. This s.tudy ex~min~d 
those various roles to determine which are most Influentlal In 
shaping the business practices of the industry along pri vate 
sector lines. From that examination we have concluded that the 
private sector exerts a significant influence on the operation 
of a prison-based business when it acts as: 

employer; i.e., the private sector owns and 
operates a business that employs prison 
labor; 

investor; i.e., the private sector owns all, 
or a significant portion of, a prison-based 
business operated by the state; 

customer; i.e., the private sector purchases 
a significant portion of the output of a 
prison-based business owned and operated by 
the state; 

manager; 1. e., the pr i va te sector manages a 
prison-based business that is owned by the 
state. 

The pri va t~ sector can, of course, play other roles in 
relation to a prison-based business. For example, most 
correctional industries use the private sector as a supplier 
of raw materials and many correctional industries involve 
indi vidual repres~ntati ves of pri vate sector firms as advi s
ors. No doubt there are other valid roles as well. In o,:!r 
judgment, however, no role we can identif~ req~ires the.pu~l~c 
sector to emulate private business practIces In the sIgnIfI
cant way that the four roles listed above do. In these four 
roles the private sector's relationship to the business is 
both ~conomic and influential. That is, the private sector 
firm both influences the way the business operates and derives 
direct economic benefit from that influence. These four 
roles, then, form the basis for our models of private sector. 
involvement in the operation of prison-based businesses. 

DEVELOPMENT OF THEORETICAL MODELS 

It should be noted that models, as defined here, repre
sent pure types, and as such do not necessarily portray 
exaotly the relationships found in the field. Models are 
abstraotions oonstruoted for the purpose of class i fying and 
ordering obs~rved events or phenomena, and there is rarely a 
perfeot fit between the abstraot model and the real event. 
Nevertheless, models are powerful tools for analyzing real 
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relationships, in that they allow us to focus on the key ele
ments of a relationship without being distracted by the myriad 
other elements that make all relationships unique. The models 
described here represent all roles, and combinations of roles, 
that the private sector might play in influencing the opera
tion of a prison-based busi~ess. 

Each of the four roles identified above can be defined as 
a model of private sector involvement in itself, yielding the 
following: 

1. The Employer Model 

2. 

3. 

4. 

The private sector owns and operates a business that 
uses inmate labor to produce goods or services, and 
has control of the hiring, firing, and supervision 
of the inmate labor force. 

The Investor Model 

The private' sector capi talizes, or invests in, a 
business operated by a state correotions agency but 
has no other role in the business. 

The, Customer Model 

The private sector purchases a signifioant portion 
of the output of a state owned and operated busi
ness, but has no other role in the business. 

The Manager Model 

The pri vate sector manages a business owned by a 
corrections agency 7 but has no other role in the 
business. 

It is also possible for the private sector to playa com
bination of roles in relation to a prison-based business. In 
some instances the pri vate sector's assumption of multiple 
roles changes the nature of the relationship between the pri
vate sector and the corrections agency so significantly that 
none of the pure-type models can adequately define that rela
tionship. This is especially true when the private sector 
does not fulfill a given role exclusively» as when ownership 
or operation is shared by the private firm and the oorreotions 
agenoy. It is important, then, to examine potential roles for 
the private sector by combining various models. To develop 
these hybrid models, it is neoessary to look more closely at 
the definitions of each role. 

It 
mutually 

is clear that the employer role 
exolusive from the other three. 
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already an owner and an operator (i.e., investor and manager); 
the strength of the employer role makes the addi tion of the 
oustomer role immaterial in defining the private sector rela
tionship to the correotions agency. Thus, the employ~r. role 
cannot be combined with any other role to form an addltlonal 
model. 

The three remaining roles, however, can all be combined 
in various ways to form hybrid models. The private sector's 
role as a manager oan be oombined with the role 'of investor or 
oustomer to form two additional models, and the investor role 
oan be combined with the oustomer role to form a third model. 
Finally, all three roles can be oombined to for~ a four~h 
hybrid model. This exeroise yields the followlng hybrld 
models: 

1. Manager/Investor Model 

2. 

3. 

The private sector has a role in both. the owners~ip 
and operation of a prison-based buslness, sharlng 
these responsibilities with the corrections agency. 

Manager/Customer Model 

The private sector plays a role in the management of 
a prison-based business, and.t~at same p~ivate s~o
tor enti ty purohases a signl flcant portlon of 1 ts 
output. 

Investor/Customer Model 

The private sector owns, or shares ownership of, a 
prison-based business, and that same private sector 
enti ty purchases a signi ficant portion of its out
put. 

4. Investor/Manager/Customer Model 

The private sector plays a role in the ownership and 
operation of a prison-based business, and that same 
private seotor entity purohases asigni ficant por
tion of its output. 

IDENTIFICATION OF VALID MODELS 

Having oreated 
theoretioal sense, 
whether or not 1 t 
separate model. 

these four addi tional hybrid models in a 
we must examine each one to determine 
is suffioiently distinct to consti tute a 

The manager/investor model has many examples in the busi
ness world, where it has been termed a "joint venture". This 
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is an accepted business structure, operationally distinct from 
the other models defined so far, and thus a val id model of 
private sector involvement. We label it the Joint Venture Model. 

The investor/manager/customer model is essentially a 
jOint venture in which the pri vate sector partner purchases 
much of the business's output. In this instance the addition 
of the customer role does not significantly modify the rela
tionship between the partners. This theoretical model, then, 
is not a distinct form of private sector involvement, but a 
variant of the Joint Venture Model. 

The manager/customer model defines a relationship in 
which the pri vate sector enti ty purchases the output of a 
prison-based business and also assists with the operation of 
the business. In the investor/customer model, the private 
sector firm owns or has helped to capitalize the business and 
purchases its output. For either of these models to exist as 
distinct from the pure Customer Model, the nature of the pri
vate sector firm's involvement as manager or investor must be 
essential to the existence of the business. If it is not, we 
are simply defining a variant of the Customer Model. 

For these two combinations of private sector roles to be 
distinct from the Customer Model, the business from which 
these customers buy must have been essentially created by the 
customer, and must exist essentially to serve that one 
customer. In this dual role, then, control of the business by 
the private sector customer is much more extensive --by virtue 
of the management or investment role played by this customer-
than would be found in the previously defined Customer Model. 
Consequently, this type of involvement by the private sector 
represents a distinct model, which we label the Controlling 
Customer Model. This model describes a business that, while 
not owned or operated by a private firm, is nevertheless 
wholly dependent for its survival on a single dominant private 
sector customer. In essence, the prison-based business 
operated by the corrections agency is controlled by the domi
nant customer of the business, both by virtue of the amount of 
business generated from that customer and by the customer's 
critical role in the management or financing of the business. 

From the four pure and foul'" hybrid models we have 
theoretically constructed, we can now identify six legitimate 
models of private sector involvement in prison-based busi
nesses. Each of these models, along wi th examples, is pre
sented in more detail in the fOllowing section. Table 2 
indicates, for each private sector work project described in 
the previous chapter, which model type is most closely represented. 
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TABLE 2 

CLASSI~ICATION OF PRIVATE SECTOR PROJECTS 
INTO 

HODEi:TYPES 

E I C M 
P M N U A 

R P V S N 
0 L E T A 
J 0 S 0 G 

E Y T M E 
C E 0 E R 
T R R R 

-, 

A RIZON A: 
" 

Best western x 
Com mercial Pallet 
Wahler's X 

~LORIDA : 

P RIDE Printing X 
PRIDE Airl-buslne33 X 

KANSAS: 

Zephyr Prooucts I Inc. X 

MINNESOTA: 

Electronic A sse m bly I Control Data 
Metal Products X 
Stillwater Data Pro~ X 
Data Entry/S. Dalton 
ComDuter Reclamation/SpeJTY Corp 
Insight Inc. X 
Lino Lakes Furniture X 
Lino Lakes Print.irul: X 
Lino Lakes SCI X 

MISS1SSIP PI: 

M.C.L/Cool Mist 

NEVADA: 

Vinyl Products Mf~. Inc. X 
Las VeliaS ~oods. Inc. X 
Key Data Pro~. Inc. X 

OKLAHOMA: 

HOWard Johnson's Inc. X 

J!..I!.!!: 
U • C .1./ Graphics X 

WASHINGTON: 

Inside-Out. Inc. X 
Bell Sagg~ Inc. X 
Redwood-Outdoa'S, Inc. X 
David L. Jones Co. X 
Carol's Ceramics Inc. X 

=================================== ::::: ==::=== =:==== ======= 
TOTALS: 12 , .2 0 
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J V C C 
0 E 0 U 
I N N S 
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T U 0 0 

R L M 
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I R 
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X 

X 

X 
X 

X 

========= ========= 
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MODELS OF PRIVATE SECTOR INVOLVEMENT 

The Employer Model 

This is the most common model of private sector involve
ment in prison-based businesses that our survey encountered. 
In this model, the business is exclusively a private sector 
operation, with the corrections agency typically providing the 
labor force, custodial supervi sion, and the phys ical plant. 
All busi~ess d~cisions in this model are made by the private 
sector flrm, WhlCh also bears all the financial risk. 

This model requires less involvement by the corrections 
agency than, for instance, the Customer Model but it is the 
one most likely to need incentives to obtain the participation 
of the private sector. Examples of the Employer Model are: 

Vinyl Products Manufacturing, Inc. (NV) 
Zephyr Products, Inc. (KS) 
Stillwater Data Processing, Inc. (MN) 
Insight, Inc. (MN) 
Inside-Out, Inc. (WA) 
Bell Bagg (WA) 
Redwood-Outdoors (WA) 
Carol's Ceramics (WA) 
David L. Jones Co, (WA) 
Las Vegas Foods, Inc. (NV) 
Key Data Processing, Inc. (NV) 
Best Western International (AZ) 
PRIDE Printing (FL)4 
PRIDE Agribusiness (FL)5 

With the exception of Zephyr Products, all of these busi
nesses are located inside correctional facilities· 13 of these 
15 ~usinesses "inside the walls" are operating in medium- to 
maxlmum-custody facilities. With the exception of the 
P.R.I.D.E businesses, all of these sell products and services 
to private sector customers on the open market. 

4We have classified P.R.I.D.E. as an example of an 
Employer Model project even though we realize that the Florida 
statute specifically refutes the identification of P.R.I.D.E. 
as an employer of Florida prisoners (Florida Statutes 
Annotated, Ch. 83-209, Sec. 946.04). Our definition of 
"employer" ~s taken from Simms v. Parke Davis, 334 F.Supp. 
774 (E.D. M1Ch., 1971), where the court defined an employer as 
one who "can hire, fire and control ... inmates." All of 
the businesses cited above, including P.R.I.D.E., meet this 
test, and thus for our purposes are classified as employers. 

5Ibid. 
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The Investor Model 

In the Investor Model, a private firm purchases, invests 
in, or creates a bus iness that is opera ted by a corrections 
agency. In this model the pri vate sector fills the role 
historically played by the state legislature when it provides 
capital via appropriation to a traditional correctional 
industry. 

This model raises a sel~ies of interesting legal 
questions, the answers to which will strongly influence the 
way the Investor Model is implemented. These questions 
include the def::'ni tion of employer and employee, access to 
markets (open market sales, state use only, etc.), and wage 
levels required for the inmate labor force. The Investor Model 
is similar to the piece-price system in effect in many prisons 
in the late Nineteenth Century. 

We have identified only one example of the Investor 
Model. In Arizona, the Wahlers Co. has invested in a furniture 
plant operated by the Arizona Department of Corrections 
(ARCOR) by providing ARCOR with the equipment necessary to run 
the plant in exchange for a share in the plant's financial 
outcome. This project was ini tiated as a joint venture (see 
below), but has evolved into an Investor Model operation. 

The Customer Model 

This model represents the classic "free venture" prison 
industry as defined by the Law Enforcement Assistance 
Administration projects of the middle to late 1970's. In this 
model, the state itself assumes the role of the private sector 
owner/operator, with all of the related responsibilities, 
risks, and rewards engendered by that role. The state-run 
business sells its goods and services on the open market, and 
is subject to the same rules and regulations that govern busi
nesses outs ide prison. In thi s model, the pr i va te sector's 
influence is felt in the form of expectations regarding 
quality, timeliness, and price; the prison-based business must 
meet these expectations or it will fail to meet the needs of 
its private sector customers. 

There are five known 
existence, four of which 
Department of Corrections. 

examples of this model now in 
are operated by the Minnesota 

The five examples are: 

Stillwater Metal Products, 
Lino Lakes Furniture, 
Lino Lakes Printing, 
Lino Lakes Subcontracting, 
Utah State Prison Graphics 
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All of these businesses operate wi thin the confines of 
medium to maximum custody facilities, and together employ over 
300 prisoners. The Stillwater Metal Products factory and the 
Utah Graphics shop are both part of the U.S Department of 
Justice's Prison Industry Enhancement project. These two 
businesses sell their products in interstate commerce and pay 
prevailing wages to the inmate labor force. 

The Manager Model 

As Table 2 shows, there are no current examples of the 
Manager Model, al though its potential should be explored by 
jurisdictions contemplating involvement of the private sector 
in prison bUSinesses. In this model, a corrections agency 
contracts with a private sector firm to manage a prison-based 
bUSiness owned by the state. The state in essence replaces 
state civil service employees with an outside management team, 
typically to take advantage of technical and management exper
tise not usually available through civil service. If such a 
management contract were tied to business performance, this 
model might also reduce the cost of operating the business for the state. 

A form of this model was implemented in the mid-1970's by 
the Connecticut Department of Corrections, when it contracted 
with the Hartford Economic Development Corporation to manage 
the state's correctional industry program. Another company 
has proposed a similar management contract to another depart
ment of corrections in the past two years. Variants of this 
model may develop in the future as more private firms become 
involved in prison-related service areas. 

The Joint Venture Model 

We found no current examples of the Joint Venture Model 
of private sector involvement, but this model also represents 
an option that should be explored. This model refers to a 
bUSiness that is jOintly owned and operated by a private sec
tor firm and a state corrections agency under a partnership 
agreement. Financial risks and rewards and management respon
s i bi Ii ti es are shared by the two parties, wi th the terms of 
the sharing typically spelled out in the partnership 
agreement. This model combines some features of the Employer 
and the Customer Models, in that both parties are employers 
and both parties manage the bUSiness. The legal issues raised 
in regard to the Investor Model are all applicable to this 
model as well, given the ambiguity surrounding the definition 
of the employer/employee relationship in the prison setting. 

The Wahlers project operating in Arizona, referenced 
above under the Investor Model, was initiated as a jOint ven
tur.e. In addi tion to start-up capi tal to equip the plant, 
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Wahlers also placed a full-time supervisor in ~he. pla~t 
the first twelve months of operation! thus ass1st1ng 1n 
management of the business. As ment10ned above, Wahlers 
terminated its involvement in the plant's management and 
acts solely as an investor. 

The Controlling Customer Model 

for 
the 
has 
now 

In this model, a state corrections agency own~ and ~per
ates a business that sells its products or ser.v1ces e1 ther 
exclusively or almost exclusively to one pr1!ate sect~r 
customer and that customer plays a critical role.1n the cap1-
talizat{~n and/or management of the business. Wh1le the state 
technically owns the business and earns its profi~s or.absor~s 
its losses, the state could not realistically ?e 1n th1S bUS1-
ness if the customer did not supply the equ1pmen~ necessary 
for production or provide essential management ass1stance, as 
well as buy the product. 

In many ways this model resembles th~ wholly owned sub-
°d·ary which has many examples in the bus1ness world, except 

~~a~ st~ictlY speaking the customer in this model does not o)n 
the business (i.e., control the assets and earn the prof1ts . 
This model also parallels the relationship~ t~at a large 
purchaser such as Sears, Roebuck & Co. has w1th 1tS vendors~ 
Sears owns a significant portion of the stock of a num~er 0 
its vendors and the company's buyers spend a good.port1on of 
their time 'in vendors' plants assisting with qual1ty control 
and related production issues. Sears itself does not ow~ a~y 
production faci Ii ties, but some vendors would not r'ema1n 1n 
business long if Sears did not buy from them. 

There are similar examples in the automoti ve industry, 
wi th indi vidual parts suppliers almos t to.tally. dependent on 
one of the three major automakers. Some ~lrms 1n the defense 
industry also operate in this fashion. F1rms such as Gen~ra~ 
Dynamics, Inc, for instance, have divisions whose ~ole c~len 
is the U.S. Department of Defense, and whose fate 1S ent1rely 
in the hands of that agency. The Department o~ Defense d~es 
not own General Dynami cs, Inc., but strongly 1nfluences 1 ts 
operations and its future. 

This type of business structure, for which there is no 
precise term in the business world, and which we have labeled 
"controlling customer," has been created in a number of 
correct ions sys tems. We found fi ve examples of the 
Controlling Customer Model in correctional settings. Those 
fi ve, along wi th the companies that" con trol" them, are as 
follows: 
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BUSINESS "CONTROLLING" COMPANY 

Shakopee (MN) Data Entry 
Lino Lakes (MN) Computer Reclamation 
Stillwater (MN) Electronic Assembly 
Perryville (AZ) Shipping Pallets 
Mississippi State Prison Air
Conditioning Components 

B. Dalton Co. 
Sperry Corp. 
Control Data Corp. 
Comme~cial Pallet Co. 
Cool Mist, Inc. 

All of these businesses are owned and operated by a state 
corrections agency. Each of them, however, has one exclusive 
or clearly dominant cystomer, which has provided most of the 
plant's manufacturing equipment, and in some instances pro
vides ongoing management and technical assistance in the pro
duction process. 

This model appears to combine the best elements of the 
Employer and the Customer Models in that it involves private 
sector capi tal, experti se, and markets, whi Ie allowing the 
corrections agency to control the business and earn the prof
its. It requires, however, that the corrections agency have a 
good business system already in place and employ talented 
business managers. 

SELECTING A MODEL 

The six models described above all represent viable forms 
of private sector involvement in the operation of prison-based 
businesses. Gi ven this fact, a corrections agency interested 
in involving the private sector in a business is faced with a 
basic question: Which model will best meets its needs and 
objecti ves? Answers are rarely clear-cut, and in some in
stances the decision will be made by the demands and expec
tations of the private firm. However, a corrections agency 
interested in involving the private sector must evaluate its 
own objecti ves and resources before commi tting itself to a 
particular approach. The resources required and the level of 
agency involvement in business operations differ for each 
model. 

Some factors to be considered in evaluating the relative 
merits of the models are: 

management expertise; 
production capacity; 
level of control desired. 

Analysi s of these three factors should help the correc
tions agency to select the approach best suited to its 
interes ts and resources. Thi s is not to say that these are 
the only issues that should be taken into consideration. For 
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any project being evaluated, there will be ~ long list o~ fac
tors that must be weighed before the proJect ca.n be 1mple
mented. It is also important to note that statutory 
authorization for pri vate sector involvement is an absolute 
precondi tion for operating a prison-based business wi th pri
vate sector participation. 

Assuming the presence of authorizing legislation, the 
corrections agency interested in involving the private sector 
should examine the available options in terms of the three 
factors discussed below. 

Management Expertise 

The successful operation of a business requires com
petent experienced business managers and production super
visors: A corrections agency considering any of the models 
that require the agency itself to operate the busin~ss mu~t 
have business expertise available through the state s CiV1l 
service system. If the agency already em~loys or can hi:e 
such expertise within its system, the follow1ng models of pr1-
vate sector involvement should be examined more closely: 
Customer; Controlling Customer; Joint Venture; and Investor 
Models. 

All of these models assume that the corrections agency 
will be an active partner (or the sole decision-maker) in t~e 
day-to-day operation of the business. Any agency that 1S 
unable to employ experienced business managers on .i ts staff 
would be hard pressed to implement these forms of pr1vate sec
tor involvement. When the required expertise is not 
available the Employer and the Manager Models are more likely , . 
to produce successful prison-based bus1nesses. 

Production Capacity 

Beyond management expertise, certain physical resources 
are necessary to operate a successful bus iness. Space and 
equipment, and a system to efficiently utilize these re
sources must be available before the business can start up. 
The cor~ections agency seeking private sector involvement in a 
prison-based business should estimate the amount of space and 
equipment necessary to generate prod~cts c;>r servi~es at the 
production levels required to insure f1nanc1al surv1val. 

The corrections agency that has the necessary plant, 
equipment, and a production system to effecti vely operate a 
business should consider the Customer and Controlling Customer 
Models. These models provide corrections agencies wi th the 
best opportuni ty to realize a financial return, the greatest 
level of control, and most of the other advantages offered by 
other forms of private sector involvement. 
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Agencies possessing the neces 
but lacking production capaci ty sh sar~ management expertise 
and Controlling Customer Models ?U explore the Investor 
involve private sector .. ' Slnce both of these models 
Joint Venture Model ~iOgVh\SlOI~ of production resources. The 
situation. a so be appropriate in this 

If the production resources 
corr~ctions agency, but production 
~ack:ng, the Manager Model 
1 nvo.1 ve the pri va te sector. 
agency to contract for 

are available from 
management expertise 

may be an appropriate way 
The Manager Model allows 

required expertise while 
business, its assets, and the 

the 
is 
to 

the 
retaining 
attendant 

ownership of the 
finanCial returns. 

When the corrections 
Sources nor the expertise agency possesses nei ther the re-
bus iness, the Employer MOd~~c~ssary to successfully opera te a 
private sector involvement ITsh the hmos t expeditious form of 
agency can provide private 'sect roug 1 the Employer Model the 
less commitment of agency staff or emp oyment for inmates with 
under the other models. or resources than are required 

Level of Control 

The level of control that a corrections 
exerci se over th b . agency wan ts to 
model f, . e USIness should influence selection of a 

01 pr1vate sector involvement . 
grea tes t control over a b' . . ObVIously, the USIness 1S attained h th owns and operates the busines _ . w en e agency 
grea tes t demands on the as. Tn1 s approach places the 
potential for finanCial re:ae;dc:, but also offers the highest 

Agencies that have the necessary 
and that wish to closely control the ex~ertise and resources, 
the Customer and Controll' C busIness, should consider 
Ven ture M d 1 I Ing us tomer Models The J oi n t 
th 0 ~ can also offer a significant level' of control to e correctIons agency. 

Agencies lacking either management 
sources, but still desirin or production re
business, should investi at g some level of control over the 
The Manager Model allows gthee the Manager a~d I nves tor Models. 
business and contract for . :gency to. retaIn ownership of the 
Model allows the agency to ~p:raoreer:htlO~, .while the Investor 
sector owner Both of th e USIness for a pri vate 
agency some m~asure of contreosle mOdetlhs off~r the corrections 

over e bus1ness. 

The Employer Model places b th . 
the business in the hands of th 0 .ownersh1p and operation of 
offers the corrections agency ;.l;{vate sector, and therefore 
An agency implementing the EmPII e Mcontrol of the business. 

oyer ode 1 can still exercise 
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control over the correctional and securi ty elements of the 
business' operation, but most business decisions will be made 
by the private sector employer. 

SUMMARY 

Six models for private sector involvement in prison-based 
businesses have been identified: the Employer Model, the 
Investor Model, the Customer Model, the Manager- Model, the 
Joint Venture Model, and the Controlling Customer Model. 
Examples of each of these theoretical models are found today 
in the field, with the exception of the Manager Model and the 
Joint Venture Model. 

Choosing among these models requires the corrections 
agency to evaluate three factors: the agency's own expertise 
in business management; its existing resources or production 
capacity; and the level of control the agency wants to exer
Cise over the business. 

Evalua ting these three factors together, it can be seen 
that the Employer Model is most appropriate for agencies with 
few resources and little desire to operate a business. 
Conversely, for corrections agencies with experienced manage
ment staff. resources, and an interest in running a business 
the Customer or Controlling Customer Models may be 
appropriate. 

The Joint Venture Model and the Investor Model are good 
options for an agency with limited resources- and a desire to 
participate in the business operation. The Manager Model is 
a reasonable option for agencies with the need for qualified 
management personnel to effecti vely utilize existing produc
tion resources. The price of this model, however, is some 
loss of control over the operation of the business. 

It should be understood that virtually none of the pro
jects now operating were decided upon by evaluating agency 
preferences for models in a systematic manner. In all cases 
the model chosen reflects either the company's or the agency's 
predisposition regarding private sector involvement in a 
prison-based business. It is not possible to determine the 
extent to which that predisposition was informed by objective 
consideration of the corrections agency's needs and resources. 

Nevertheless, a close and objecti ve analys is of agency 
strengths and weaknesses in the industrial area, and an 
assessment of the agency's posi tion on control of business 
operations, can lead to a second generation of prison-based 
businesses that are hetter tailored to the interests and capa
bilities of the host agency. Such planning should produce a 
better return for all parties involved. 
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v. RESULTS OF THE STATUTORY ANALYSIS 

State statutes form the policy, procedural, and organiza
tional framework wi thin which pri vate sector involvement in 
prisons must operate. It is important, therefore, to conduct 
a statutory analysis to identify key features of eXisting laws 
and options currently available. 

The statutes underlying and supporting private sector 
interaction with prison industries are in many respects more 
complex than those authorizing publicly owned and operated 
prison industries. A number of new legal issues have been 
raised by the entrance of the private sector into prison 
industries, an area which in the recent past had been the sole 
responsibility of government. The basic question raised by 
private sector involvement is how responsibilities for pris
oner workers are to be divided between the public and private 
sectors. Related questions raised by public/private coopera
tion include: 

What forms may the relationship between a 
department of corrections and the private 
sector take? 

Who may act as the employer of prisoners? 
Can prisoners be employees? 

What are the rights of prisoner workers with 
respect to wages, benefits, and the various 
legal protections provided to workers 
generally? 

To what extent are markets regulated by 
federal and state law? 

What protections exist for competitors and 
labor outside the prison? 

To provide a framework for the statutory analysis, twelve 
issues were identified as relevant to the development and 
operation of private sector prison industries. State statutes 
then were analyzed in reference to these issues, and the 
various state posi tions were' contrasted and compared. The 
results of this analysis are presented in this chapter, 
following the list of primary legal issues. Samples of statu
tory language are provided to illustrate how different state 
legislatures have addressed the twelve issue areas. Federal 
statutes and their impact on private sector involvement in 
prison industries are also described. 
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THE PRIMARY LEGAL ISSUES 

Following are 
reviewing enabling 
prison industries: 

the key 
statutes 

policy issues we considered 
for public/private ventures 

in 
in 

1. Private sector employment of prisoners authorized or 
prohibited: 

2. 

3. 

4. 

5. 

6. 

Statutes authorize or prohi bi t the pri vate sector 
employment of prisoners and the private sector's 
direct control of the daily operations of the work 
place. 

Private sector contracting for goods or services 
authorized or prohibited: 

Statutes address the department of corrections' 
ability to enter into contracts to provide goods or 
services for the private sector. 

Open market sales authorized or prohibited: 

Statutes authorize or prohibit the sale of goods or 
services produced in whole or in part by prisoners 
to any buyer within the state. 

Incentives to encourage private sector prison-based 
businesses authorized: 

Statutes authorize the state to provide incentives 
aimed at encouraging pri vate sector involvement in 
prison-based employment projects. 

Prevailing and/or minimum wage mandated: 

Statutes mandate that those prisoners participating 
in private sector employment projects be paid at 
least the minimum wage or the prevailing wage for 
work of a similar nature in the area in which the 
prison is located, or they set limits on the amount 
of pay provided to prisoners. 

Unemployment compensation authorized or prohibited: 

Statutes define prisoners as eligible for unemploy
ment compensation benefits or deny such benefits. 
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7. 

8. 

9. 

10. 

11. 

12. 

Workers' comp to ensa lon authorized or prohibited: 

Statutes odefine pri soners as e1 igi ble 
compensatlon benefi ts or for workers' 
compensation for inJour'y or s dome form of financial , eny such benefits. 

Prisoner voluntarism mandated: 

Statutes require th t th in prison-based pri~ate o:e :risoners participating 
do so by their own choice. ec or employment projects 

Project's impact on non-prison labor addressed: 

St~tutes provide assurances that 
P:l vate sector employment project 
dlsp~ace ~abor within the state 
unfaIrly W1 th simi lar competi ti ve 
state, or both. 

Rent/lease of prop~rty authorized: 

any prison-based 
will ei ther not 
or not compete 

firms wi thin the 

Statutes authorize the state to rent 
or property to the private sector for or lease space 
employing prisoners. the purpose of 

Deductions from prisoner wages authorized: 

Statutes authorize the d make deductions from the e:aa:tme~t of corrections to 
in prison-based pri vate sec~~rO prisoners employed 
for such purposes a~ emp oyment projects 
restitut~on, family sU:pap~~etnttOf court fines, victim , axes, etc. 

Employment status of prisoners addressed: 

Statutes define the employment status of prisoners. 

SUMMARY OF STATE STATUTORY POSITIONS 

1. _ authorized or pro-P hrlobiv10atetde:sector employment of prisoners 

Seventeen states speci fOIl employment of adult p ° lC~ Y authorize private sector 
FI 0d r1soners 1n some form (in f or1 a, a private nonprofit fO one 0 these, 
industries, but the law states lrm ~ow runs correctional 
employees of that firm): that pr1soner workers are not 

-52-

!; 
u 
\ 
! 

I Arizona 
Colorado 
Florida 
Indiana 
Iowa 
Kansas 

Louisiana 
Minnesota 
Nebraska 
Nevada 
New Mexico 
Ohio 

Oklahoma 
Oregon 
Tennessee 
Utah 
Washington 

In most cases the statutes are intended to encourage pri
vate sector involvement by authorizing the rental or lease of 
state property or space to firms to establish businesses in or 
near prisons. In Louisiana and Tennessee, the law establishes 
special "restitution industries." In California, private sec
tor employment is authorized for youthful offenders (wards) in 
the custody of the California Youth Authority, but such 
employment is constitutionally banned for adult prisoners. 

Twenty-five states have no statutes that either specifi
cally authorize or prohibit private sector employment of pri
soners. In South Carolina attorneys for the department of 
corrections have interpreted this silence to mean that private 
sector employment is permitted. 

Eight states have statutes that specifically prohibit 
private sector employment of prisoners (in one of these, 
Kentucky, an attorney general's opinion authorizes private 
sector operation of correctional industries, but a constitu
tional prohibition has prevented the state from becoming 
involved in the private sector employment of prisoners): 

California (prohibited for adult offenders only) 
Illinois 
Kentucky Michigan (legislation to remove prohibition pending) 
Mississippi 
New Jersey 
North Dakota 
Pennsylvania 

The following examples of statutory language show how two 
state legislatures have addressed the issue of private sector 
employment of prisoners: 

"I tis the purpose of thi s chaptt:r to 
authorize the commissioner of the department of 
correction to establish demonstration-type pro
jects involving inmate labor and private industry 
to be known as Tennessee Restitution Industries; 
to authorize the commissioner to contract wi th 
private industry to lease state land, improvements 
and faci Ii ties at adul t correction insti tutions 
for the establishment of such industries; to pro
vide for the employment of the inmates of such 
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institution by such private industries and the 
term of such employment; and to designate the uses 
to be made of deductions from wages earned by such 
inmate employees." (Tennessee Code Annotated, 
Chapter 24, Section 41-2401.) 

"The commissioner may establish programs 
for the employment of offenders by pri vate per
sons. In establishing these programs, the com
missioner may enter into agreements with any 
pri vate person under which tha t person 
establishes, by construction, lease, or otherwise, 
facilities within the exterior boundary of any 
state adult correctional facility, for the manu
facture and processing of goods or any other busi
ness, commercial, or agricultural enterprise." 
(Indiana Statutes Annotated, Chapter 7, Section 
11-10-7-2.) 

2. Private sector contracting for goods or services 
authorized or prohibited: 

Sixteen states have statutes that specifically authorize 
contracts with the private sector for the production of goods 
or services: 

Alaska 
Arizona 
Colorado 
Connecticut 
Indiana 

Iowa 
Minnesota 
Mississippi 
New Mexico 
Nevada 
West Virginia 

Ohio 
Oklahoma 
Oregon 
Tennessee 
Utah 

Fourteen states have statutes prohibiting either the 
contracting of prisoner labor or contracting with private per
sons for the production of goods or services: 

California 
Georgia 
Illinois 
Massachusetts 
Michigan 

New Jersey 
New Mexico 
New York 
North Dakota 
Pennsylvania 

South Dakota 
Texas 
Vermont 
Wyoming 

Twenty-one states have no statutes that either specifi
cally authorize or prohibit the contracting of prisoner labor 
or contracting for the production of goods or services: 
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Alabama 
Arkansatl 
Delaware 
Florida 
Hawaii 
Idaho 
Kansas 

Kentucky 
Louisiana 
Maine 
Maryland 
Missouri 
Montana 
Nevada 

New Hampshire 
North Carolina 
Rhode Island 
South Carolina 
Virginia 
Washington 
Wisconsin 

Map 2 indicates which states have statutes specifically 
authorizing either private sector employment of prisoners or 

~ the contracting of prisoner labor by the private sector. 

," 

The following are examples of how two state legislatures 
have addressed the issue of pri vate sector contracting for 
goods/services: 

"The director may contract with any 
state agency~ political subdivision, state depart
ment or any private person, firm, corporation or 
association to provide services or labor rendered 
by prisoners." (Arizona Revised Statutes, Chapter 
281, Section 41-1624.01.) 

"No contracts for leasing the labor of 
prisoners confined in any such institution, at a 
ce~tain rate per diem, giving the contractor full 
control of the labor of the prisoners, shall be 
made; but such prisoners shall be employed, under 
regulations established by the commissioner of 
corrections, in such industries as shall, from 
time to time, be fixed upon by the officers in 
charge and the commissioner, or in the manufacture 
of articles by the piece, under the so-called 
'piece price system,' by contracts wi th persons 
furnishing the materials. The chief officer, 
under the direction of the commissioner, shall 
purchase such tools, implements, and machinery as 
he shall deem necessary for the work." (Minnesota 
Statutes Annotated, Chapter 243, Section 243.61.) 

3. Open market sales authorized or prohibited: 

Twenty states have statutes specifically authorizing open 
market sales of prisoner-made goods and services: 
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Alaska Kansas Nebraska Oregon 

Arizona Louisiana Nevada South Carolina 

Idaho Maine New Hampshire Utah 

Indiana Minnesota New Mexico Vermont 

Iowa Mississippi Ohio Washington 

Twenty-five states have statutes specifically prohibiting 
open market sales: 

Alabama 
California 
Connecticut 
Florida 
Georgia 
Hawaii 

Illinois 
Kentucky 
Maryland 
Michigan 
Missouri 
Montana 

New Jersey 
New York 
North Carolina 
North Dakota 
Pennsylvania 
Rhode Island 

South Dakota 
Tennessee 
Texas 
Virginia 
W. Virginia 
Wisconsin 
Wyoming 

Florida and Kentucky do authorize private sector manage
ment and operation of correctional industries; in both cases, 
hc~~ver, the market for goods produced is restricted to state 
and local governments and nonprofit organizations. In 
Connecticut and West Virginia, the state may contract prisoner 
labor to the private sector, but the market for goods produced 
remai ns res tr icted to the state. I n Tennessee open market 
sales are banned, but it can be assumed that the state's spe
cial restitution industries are exempt from this prohibition. 

Five states have no statutes either authorizing or prohi
biting open market sales: 

Arkansas 
Colorado 
Delaware 
Massachusetts 
Oklahoma 

In Arkansas this silence can probably be interpreted as a 
prohi bi tion. In Colorado and Oklahoma open market sales are 
probably not prohi bi ted, since in each s tate the legi sla ture 
has specifically authorized both private s.~ctor employment and 
contract ing. In Massachusetts the legi sla ture repealed the 
prohibition on open market sales in 1971. 

The following are examples of how two state legislatures 
have addressed the issue of open market sales: 
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"E~cept prohibited by applicable provisions of the 
Unlted S~ates Code, inmates of state correctional 
insti tutlons may be employed in the manufacture 
and processing of goods, wares and merchandise for 
introduction into interstate commerce provided 
tha~ they are paid no less than the' prevai ling 
minlmum wages for work of a similar nature per
formed by employees wi th simi lar ski lIs in the 
locali ty in which the work is being performed." 
(Minnesota Statutes Annotated, Chapter 243 
Section 243.88.) , 

"Goods in whole or in part by committed persons in 
this state may be sold on the open market." 
(Indiana Statutes Annotated, Chapter 7, Section 
11-10-6-5. 

Incentives to encourage private sector prison-based busi
nesses authorized: 

Only two states have specific statutory authorization for 
incentives to encourage private sector involvement in correc
tional i~dust;ies: Indiana offers tax credits and Washington 
offers bIdder s preference on state contracts. 

The following eXCimples of statutory language show how 
these two states have addressed the issue of incentives to 
encourage private sector prison-based businesses: 

"A taxpayer who enters into an agreement is 
entitled to receive an income tax credit for 
a taxable year equal to: 

( 1) the taxpayer's s ta te income tax 1 iabi
lity for the taxable year; 

(2) an amount equal to the sum of: 

(A) 50 percent of any investment in 
property made by the taxpayer as 
part of the agreement; plus 

(B) 25 percent of the wages paid to 
inmates as part of the 
agreement; or 

(3) one hundred thousand dollars, whichever 
is least. 
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"A tax credit shall be allowed under this chapter 
only for the taxable year of the taxpayer during 
which: 

(1) the investment in qualified property is 
in accordance wi th Section 38 of the 
Internal Revenue Code; or 

(2) the wages are paid to inmates, as part 
of an agreement." 

(Indiana Statutes Annoted, 
Section 6-3-3.2-2.) 

Chapter 3.2, 

"The supervisor of purchasing for the 
state of Washington is authorized to enter into 
contracts for production of goods and supply of 
services and shall give preference in the purchase 
of materials and supplies for the insti tutions, 
departments and agencies of the state, to those 
produced by industries in state correctional 
institutions." (Revised Code of Washington, 
Chapter 72, Section 72.60.190.) 

5. Prevailing or minimum wage mandated: 

Twelve states have laws specifically mandating that 
prisoners working in pr i vate sector projects be paid ei ther 
the prevailing wage or the minimum wage (Washington allows 
employers to pay up to 60 percent of prevailing wage but not 
less than the federal minimum wage): 

Arizona 
Indiana 
Iowa 
Kansas 

Louisiana 
Minnesota 
Nebraska 
Oklahoma 

Oregon 
Tennessee 
Utah 
Washington 

The following are examples of how t~o state legisla
tures have addressed the issue of prevailing or minimum wage: 

"Employers participating under the provIsIons of 
this act shall pay inmates the prevailing wage for similar 
work in private industry." (Utah Code Annoted, Chapter 9b, 
Section 64-9b-4 (2).) 

"Goods produced in whole or in part by 
persons confined to the in this state may be 
transported and sold in the same manner as goods 
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produced by free persons, if persons confined to 
the department are paid at least minimum wage 
under state law. The minimum wage requirement 
does not apply to hobby and craft items produced 
by persons commi tted to the department on their 
own time with their own resources." (Nebraska 
Revised Statutes, Chapter 83, Section 83~151.) 

Unemployment compensation authorized or prohibited: 

Of the states that authorize private sector employment of 
prisoners, only Iowa's statute appears to implicitly extend 
unemployment compensation coverage to pri soner workers: 
"Inmates will be employees of a private business and eligible 
for all benefits and wages the same as other employees of the 
business ••• "(see below). 

Two states have laws making prison industry workers poten
tially eligible for unemployment compensation. California has 
the most far-reaching unemployment compensation program for 
workers in prison industries, but the state does not allow 
private sector employment of adult prisoners. In Washington, 
which does authorize private sector employment, prisoners are 
not eligible to collect benefits until their release. 

Four states specifically prohibit payment of unemployment 
compensation to prisoners: 

Indiana 
Louisiana 
New Mexico 
Tennessee 

The following are examples of how two state legislatures 
have addressed the issue of unemployment compensation: 

"The state director wi th the advice of 
the prison industries board may provide an inmate 
work force to private industry. Under the program 
inmates will be employees of a pri vate business 
and eligible for all benefits and wages the same 
as other employees of the business engaged in 
similar work." (Code of Iowa, Chapter 216, Section 
216.11.) 

"Free inmates ••• are not eligible for 
unemployment compensation benefits until they are 
released on parole or discharged on expiration of 
their maximum sentences. Thus a free venture par
ticipant could be paroled from the institution and 
thereby immediately qualify for unemployment com-
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pensation benefi ts based on the employment they 
held in the insti tution. I t therefore appears 
that Class I employers are not exempt from 
unemployment compensation taxes. This means that 
they would be responsible for payments required by 
state statutes but would also be liable for 
federal unemployment taxes." (Letter from the 
Office of the Attorney General, Washington State.) 

7. Workers' compensation authorized or prohibited: 

Nineteen states authorize payment of workers' compen
sation: 

California 
Connecticut 
Kansas 
Iowa 

Montana 
Minnesota 
Nebraska 
New Jersey 
Louisiana 

North Carolina 
Oklahoma 
Oregon 
South Carolina 
Tennessee 

Utah 
Virginia 
Washington 
Wisconsin 
Wyoming 

Three states (Alaska, Idaho, and New York) prohibit such 
payments. Ari zona's authori za ti on expi red in July 1984 and 
was limited to prisoners participating in the U.~. Department 
of Justice's Prison Industry Enhancement Project 

The following are examples of how two state legislatures 
have addressed the issue of workers' compensation: 

"Any inmate employed in insti tutional 
industries shall be eligible for the benefits pro
vided by Title 51, RCW, as now or hereafter 
amended, relating to industrial insurance, with 
the exceptions herein provided. No inmate as 
herein described, until released upon an order of 
parole by the state board of prison terms and 
paroles, or di scharged from custody upon ex pi ra
tion of sentence, or discharged from custody by 
order of a court of appropriate jurisdiction, or 
his dependents or beneficiaries, shall be entitled 
to any payment for temporary disability or per
manent total disability... Any inmate who is 

6 For an explanation of worker's compensation coverage for 
prisoners, see Barbara Auerbach, "Worker's Compensation 
Programs for Prison Labor: An Assessment of State Practices", 
in The American Foundation, A Guide to Effective Prison 
Industries, Vol. 1, 1979. 
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either not paid any wages or paid a gratuity shall 
not .be considered employed under this section." 
(Revlsed Code of Washington, Title 72, Section 
72.60.102.) 

"The employment of inmates shall be subject 
~o the provisions of Workmen's Compensation Law." 
tTennessee Statutes Annotated, Chapter 4, Section 
41-2405.) 

8. Prisoner voluntarism mandated: 

Eight states mandate that prisoners partiCipating in pri
vate sector shops do so voluntarily: 

Alaska 
Kansas 
Louisiana 
Mississippi 

New Mexico 
Tennessee 
Utah 
Washington 

The following are examples of how two state legislatures 
have addressed the issue of prisoner voluntarism: 

"An offender may be employed under this 
chapter only on a voluntary basis and only after 
he has been informed of the condi tions of his 
employment." (Indiana Statutes Annotated Chapter 
7, Section 11-10-7-3.) , 

"Rehabi Ii ta ti ve and job opportuni ties at the 
?tah state prison shall not be forced upon any 
lnmate contrary to the Utah Constitution Article 
XVI, Sec.3(2), but instead, shall be on a' com
pletely voluntary basis." (Utah Statutes Anno
tated, Chapter 9b, Section 64-9b-4.) 

9. Impact on non-prison labor addressed: 

Six states have legislation deSigned to protect 
the jobs of workers outside the prison: 

Alaska 
Iowa 
Indiana 

Oregon 
Nevada 
Vermont 

Alaska and Iowa statutes include general language indi
cating that non-prison labor cannot be displaced by prison
based projects. Oregon law prohibits private sector projects 
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in a "work area where the unemployment rate in that industry 
providing the products ••. exceeds the average state-wide 
unemployment rate in that industry" (see below). Indiana pro
hibits private sector employment if it will cause increased 
unemployment in the community in which the prison is located. 
Nevada and Vermont prohibit open market sale of any prisoner
made product that is also manufactured wi thin the state by 
non-prison labor. 

The following are examples of how two state legislatures 
have addressed the issue of impact on labor outside the pris
on: 

"The board shall adopt 'rUles reasonably to 
insure that products and services provided under 
this section: (a) do not adversely affect 
existing production or deli very of such products 
or services by private industry within the state; 
(b) are not introduced or perpetuated in any work 
area where the unemployment rate in the industry 
providing; the products or services exceeds the 
average state-wide unemployment rate in that 
industry." (Oregon Revised Statutes, Chapter 57~J 
Section 421.305.) 

"Such paid employment will not result in 
displacement of employed workers." (Iowa Code 
Annotated, Chapter 216, Section 216.12.) 

10. Rent/lease of property authorized: 

Twelve states have statutes that specifically authorize 
the department of corrections to rent or lease property or 
space to the private sector for the purpose of establishing 
businesses that would employ prisoners (in most cases, the law 
restricts the term of such leases to twenty years or less): 

Arizona 
Florida 
Indiana 
Iowa 

Minnesota 
Mississippi 
Nebraska 
Nevada 

Oklahoma 
Oregon 
Tennessee 
Washington 

The following are examples of how two state legislatures 
have addressed the issue of rent/lease of property: 

"The director, consistent wi th sound business. 
judgmen t, may, wi th the approval of the board, 
construct, reconstruct or lease one or more 
buildings or portions of buildings on the grounds 
of any state correctional institution or location 
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under ARCOR control, together with the real estate 
needed for reasonable access to such buildings, 
any lease to have a term not to exceed twenty 
years, to a private corporation for the purpose of 
establishing and operating a factory for the manu
facture and processing of products or any other 
commercial enterprise deemed by the director to 
provide employment opportuni ties for inmates in 
meaningful jobs for wages ... " (Arizona Revised 
Statutes, Chapter 164, Section 41-1623(D).) 

"The director may enter into such contracts 
as may be necessary to fully implement the terms 
of section 81-1801 to 81-1841. Such contractual 
arrangements may include, but not be limi ted to, 
rental or lease agreements for such buildings or 
portions thereof on the grounds of any Department 
of Correctional Services facilities, t~gether with 
the real estate needed for reasonable access to 
and egress from the leased buildings, with a pri
vate corporation for the purpose of establishing 
and operating a factory for the manufacture and 
processing of goods, wares, or merchandise, or any 
other business or commercial enterprise deemed by 
the director to be consistent with the proper 
training and rehabili tation of persons commi tted 
to the department. " (Revi sed S ta tutes of 
Nebraska, Chapter 81, Section 81-1831.) 

11. Deductions from prisoners' wages authorized: 

Twenty states have laws authorizing deductions from pri
soners' wages for taxes, court fines, victim restitution, 
family support, savings, or room and board: 

Alaska 
Arizona 
Colorado 
Florida 
Indiana 

Kansas 
Kentucky 
Louisiana 
Minnesota 
Nebraska 

Nevada 
New Hampshire 
New Mexico 
Ohio 
Oklahoma 

Oregon 
Tennessee 
Utah 
Vermont 
Washington 

The following are examples of how two state legislatures 
have addressed the issue of deductIons from prisoners' wages: 

"The earnings of an offender employed 
chapter shall be surrendered to the department. 
shall be distributed in the following order: 
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under this 
This amount 

( 1) Not less than 20% of the offenders gross earnings 
to be given to the offender or retained by the depart
ment. I f retained by the department, the amount wi th 
accrued interest, if interest on the amount is earned, 
must be returned to the offender not later than at the 
time of his release on parole or discharge. 

(2) State and federal income taxes and social security 
deductions. 

(3) The expenses of room and board, as 
fixed by the department and the state 
budget agency, in faci l.i ti es opera ted by 
the department, or, if the offender is 
housed ina fac iIi ty not opera ted by the 
department, the amount paid by the depart
ment to the operator of the facili ty or 
other appropr ia te authority for room and 
board and other incidentals as established 
by agreement between the department and the 
appropriate authority. 

(4) The support of the offender's dependen ts, when 
directed by the offender or ordered by the court to pay 
this support (i f his dependents are recei ving welfare 
assistance, the appropriate welfare department shall be 
notified of these disbursements). 

(5) Ten percent of the offender's gross earnings, to be 
deposited in the violent crime victims' compensation 
fund ... " (Indiana Revised Statutes, Chapter 7, Section 
11-10-7-5.) 

"A person committed to the department, who is earning at 
least mlnlmum wage, and is employed pursuant to sections 
81-1827 and shall have his or her wages set aside by the chief 
executi ve officer of the faci Ii ty in a separate wage fund. 
The director shall promulgate rules which will protect the 
inmate's rights to due process, provide for hearing as 
necessary before the Crime Victim's Reparations Board, and 
govern the disposi tion of a confined person's gross monthly 
wage minus required payroll deductions and payment of 
necessary work related incidental expenses for the following 
purposes: 

(1) For the support of families and dependent relatives 
of the respective inmates; 

(2) For the discharge of any 
including judgments for restitution; 

legal obligations, 

(3) To pay all or a part of the cost of their board, 
room, clothing, medical, dental, and other correctional 
services; 
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(4) To provide for funds payable to the person committed 
to the department upon his or her release; 

(5) For the actual value of state property intentionally 
or willfully and wantonly destroyed by such person 
during his or her commitment; and 

(6) For reasonable costs incurred in returning such per
son to the facility to which he or she is committed in 
the event of escape." (Revi sed Statutes of Nebraska, 
Chapter 81, Section 83-183.01) 

12. Employment status of prisoners addressed: 

Six states have statutes addressing the status of pris
oner workers: 

Alaska 
Florida 
Idaho 

Iowa 
Mississippi 
New York 

Wi th the exception of Iowa, all of these specifically 
note that prisoners are not employees of the state, the 
department of corrections, or the pr iva te firm. Iowa de
scribes prisoners· as employees of the private business. 

The following are examples of how two state legislatures 
have addressed the is~ue of the employment status of prison
ers: 

"Under the program, inmates will be employees 
of a pr i va te bus iness and el igi ble for all bene
fits and wages the same as other employees of the 
bUsiness engaged in similar work." (Iowa Code 
Annotated, Chapter 216, Section 216.11.) 

"Nothing contained in this chapter is 
intended to restore in whole or in part the civil 
eights of inmates. No inmate compensated under 
this Chapter or by the corporation or the depart
ment shall be considered as an employee of the 
state, the department, or the corporation." 
(F lor ida S ta tutes Annotated, Chapter 83-209, 
Section 946.04.) 

Table 3 shows how each ~tateVs prison industry statutes 
address the twelve issues pertinent to private sector involve
ment in prison-based businesses. Table 4 identifies the spe
cific state law that is relevant to the operation of 
public/private industries in each state. 
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Alabama 
Ala:lka 
Arizona 
Arkansas 
Calltcrnla 

CoIa'ado 
ConnecUcut 
Delaware 
Flaida 
GecrgI.a 
Hawall 
Idaho 

Illinojs 

Indiana 
Iowa 
Kansas 

Kentucky 

TABLE II 

ClTAnONS FOR STATE LEGlSLAnON 

Act 14 -7 
Chapter 53. SecUon 33.30.225 - 450 
AIUcIe 3. SecUon 41-1621 - 1630 

- Statute 46-237 - 250 
AIUcIe 14. Section 5. comUtution and 
Chapter 5. ArtJcle 1, Sec. 2700-2716 
Calltornla Penal Code 
AIUcIe 211, Section 17-211-102 to 120 

- T1tle 18 
- T1tle II, Section 6532 
- P.R.I.D.E. Act F.S. 9115.135 

GecrgI.a Laws, 1975. No. 218 and Section 71-318 
Ctuo!'U!r 3511 ot Priaon Hade Goods A ct of 1963 
Chapter II of C on"ectional. IndLJ9tries A ct ; 
SecUon 20-1103 to 1118 
Chapter 38, Section 1003-12-2 to 7 

- Indlana Code, Chapter 7 and Chapter 3.2 
Chapter 216 of Code of Iowa 
ItS A -5288 (1980 Chapter 286. Section 1) 
and ItSA 114-7-108 
KRS 1978. Chapter 70, SecUon 365.240 
and O. A • G. 73-629, Kentucky Constitution, Chapter 253 

- LouISana R .5. 51:661-692 and Part XIV, 
Chapter 7, title 15 of L. R .5. 1950 - RS 1511151 
throush RS 15:1159 

Haine 34 M RSA 7 and 34 H RSA 503 and 504 
Maryland Articl!! 27, SecUon 681 - Annotated Code ot Haryland 
Musachulletta - Musachuaett9 Geneml Law. Chapter 127, 

Section 118 and 51 
H1chlBan 
H1nne::Dta 
MJssIssippi 
M1sIIo~ 
Montana 
Netraska 
Nevada 

Chapter 28, Section 1540 H1chlBan Compiled Laws 
Chapter 2113 
H.B. 921 (sI8ned by Govemcr In 1983) 
Chapter 216, Hls!Iouri State Use Law 
Chapter SO, Section 1501 - 1503 
Rev1aed Statutues of Netraska Chapters 81 and 83 
Nevada Rev1aed Sta~ 209.461 (c) and 2-E; 
AGO 614 (5-8-1948) 

New Hampshire - RSA 622 
New Jersey - Title 30, Article 5, State Penal Code 
New Hexico Chapter 127 (Laws of 1981), Article 20, Section 18 

C orl!t.1tut1on 
New Ycri< Article 7 ot Con"ections Law 
N <rt.h Carolina - Article 3. Chapter 148, State Penal Code 
N<rt.h Dakot.e - Chapter 12-118 Ccnoections, Parole and Probation Laws 
Ohio H. B. 654 (sI8ned January I, 1981) 
Oklahoma Chapter 57, State Penal Code 
Oregon ORS 421 and S.B. 715 
Pennsylvania Chapter 2, Penal Code 
R hade bland G • L • 1956, Section 13 
South Carolina - Section 24-3-410, Penal Code 
South Dakote - Section 24-7-3, Penal Code 
TeMeSIee Chapter.! 4 and 24; Te/lrIeSgee Code Annotated 
Texas - Title 108, Article 6203 c 
Utah Chapter 9 b, Penal Code 
Vermont Chapter II, Tltle 28, Section 751, 

Publ1c Ira.ltuUons Law 
V1rgIn1a 
Washlngton 
West V lrgInIa _ 
WI9cons1n 
Wyomlng 

Chapter 53, VlrgInIa Penal Code 
RC W 72.09.100, RC W 72.60.120, R C W 72.65.120 
W801t VlrgInIa Code 28-5-11 
Chapter 56, Pnson Laber 

- l..1111 1973. Chapter 245, Section 7-13-711 and 9-6-310 
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IMPLICATIONS OF FEDERAL STATUTES 

Access to interstate markets is one of the crucial 
requirements of most private sector manufacturers, since 
today's markets tend to oe regi onal or na t ional. I t is in 
this area--the regulation of interstate commerce of prisoner
made goods--that Congress has been most active. 

The power to regulate interstate commerce is an 
exclus i vely federal power and one that has been interpreted 
broadly by the courts over the years. Generally, the pressure 
to limit or prohibit access to interstate commerce for 
prisoner-made goods has stemmed from business and labor con
cerns over unfair competition or from reform-minded citizens' 
groups concerned about the exploitation of prison labor. 

A wave of restrictive legislation was passed in the 1930s 
and 1940s that totally prohi bi ted pr i soner-made goods from 
entry into interstate commerce, thus confining such goods to 
what is known as the state-use market. This situation con
tinued until 1979, when Senator Charles Percy of Illinois 
introduced what is now called the Prison Industries 
Enhancement Act, Section 827 of the Justice Systems 
Improvement Act, allowing a small number of states to experi
ment in the interstate market if certain safeguards were pro
vided to non-prison labor and industry and to prisoner workers 
themselves. 

Federal Regulatory Statutes 

The following is a list of federal laws relevant to the 
marketing and distribution of prisoner-made goods. 

1. The Hawes-Cooper Act (49 U.S.C. 60, 1929) 

This law provides that prisoner-made goods that move from 
one state to another are subject to the laws of the importing 
state once the goods cross its borders. 

"Goods, wares, and merchandise produced or mined in a 
penal institution or by a prisoner not on parole or probation 
and transported into and used, sold, or stored in a State or 
territory or posession of the United States, is subject to the 
laws of that State, territory, or possession. This section 
does not apply to commodities produced in a penal institution 
of the United States Government for its use." (Pub.L.95-473, 
Oc. 17, 1978,92 Stat. 1449.) 
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2. The Ashurst-Sumners Act (49 Stat. 494, 1935) 

This law provides for federal criminal enforcement of a 
valid state law promulgated under the Hawes-Cooper provision. 

"Be it enacted by the Sena te and House of 
Representatives of the United States of America in 
Congress assembled, that is shall be unlawful for 
any person knowingly to transport or cause to be 
transported, in any manner or by any means wha t
soever, or aid or assist in obtaining transpor
tation for or in transporting any goods, wares, 
and merchandise manufactured, produced, or mined 
wholly or in part by convicts or prisoners (except 
convicts or prisoners on parole or probation), or 
in any penal or reformatory institution, from one 
State, Territory, Puerto Rico, Virgin Islands, or 
District of the United States, or place noncon
tiguous but subject to the jurisdiction thereof, 
or from any foreign country, into any State, 
Territory, Puerto Rico, Virgin Islands, or 
District of the Uni ted States, or place noncon
tiguous but subject to the jurisdiction thereof, 
where said goods, wares, and merchandise are 
intended by any person interested therein to be 
received, possessed, sold, or in any manner used, 
ei ther in the original package or otherwise in 
violation of any law of such State, Territory, 
Puerto Rico, Virgin Islands, or District of the 
United States, or place noncontiguous but subject 
to the jurisdiction thereof. Nothing herein shall 
apply to commodities manufactured in Federal penal 
and correctional institutions for use by the 
Federal Government." 

3 . T h €: Sum n e r s - Ash u I" s t Act (1 8 U. S . C. 116 1, 1 9 4 8 ) 

It is a federal offense to transport prisoner-made goods 
in interstate commerce, and state law permitting the transpor
tation of prisoner-made goods for private use is preempted. 

"(a) Whoever knowingly transports in 
interstate commerce or from any foreign country 
into the United States any goods, wares, or 
merchandise manufact ured, produced, or mined, 
wholly or in part by convicts or prisoners, except 
convicts or prisoners on parole or probation, or 
in any penal or reformatory institution, shall be 
fined not ~ore than $1,000 or imprisoned not more 
than one year, or both. 

-10-

"(b) This chapter 18 USCS §s 1161, 1162 
shall not apply to agricultural commodities or 
parts for the repair of farm machinery, nor to 
commodities manufactured in a Federal, District of 
Columbia, or State institution for use by the 
Federal Government, or by the District of 
Columbia, or by any State or Political subdivision 
of a State." (June 25, 1948, Ch. 645, §1, 62 Stat. 
185.) 

4. The Walsh-Healey Act (41 U.S.C. 35-45, 1936) 

Prison labor cannot be used to fulfill federal government 
contracts that exceed $10,000. 

"In any contract made and entered into by any 
executive department, independent establishment, 
or other agency or instrumentali ty of the Uni ted 
States, or by the District of Columbia, or by any 
corporation all the stock of which is beneficially 
owned by the United States (all the foregOing 
being hereinafter designated as agencies of the 
United States), for the manufacture or furnishing 
of materials, supplies, articles, and equipment in 
any amount exceeding $10,000, there shall be 
included the following representations and stipu
lations: 

(d) That no male person under sixteen years 
of age and no female person under eighteen years 
of age and no convict labor will be employed by 
the contractor in the manufacture or production or 
furnishing of any of the materials, supplies, 
articles, or equipment included in such contract; 
and • • • " 

5. Executive Order 11755 (1973) 

This executive order permits "the employment of non
federal vrison inmates in the performance of federal contracts 
under tenDS and condi tions that are comparable to those now 
applicable to inmates of federal prisons." That is, state 
prisoners on parole or probation may be employed by a contrac
tor in the performance of contracts involving the use of 
appropriated funds by agencies and departments of the federal 
government. Such work-release projects are certi fied by the 
United States Attorney General, who attempts to assure that 
"the work-release laws or regulations o~ the jurisdiction 
invol ved are in conformi ty wi th the rr;:'Fil1>ements of this 
order." (Approximately 20 states have been certified to 
date. ) 
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6. P.L. 96-157, Sec. 827 (1979) "The Prison Industries 
Enhancement Act" 

This act exempts up to twenty7 pilot projects from the 
provisions of both the Sumners-Ashurst Act and the Walsh-Healy 
Act, described above. The projects are certified by the 
United States Attorney General, who attempts to assure that 
the law's provisions have been met. Provisions included in 
the act are: 

that wages paid are "not less than that paid 
for work of a similar nature in the locality 
in which the work was performed"; 

that prisoner workers are 
solely by their status as 
employment benefits; 

not deprived, 
prisoners, of 

that prisoners participate voluntarily; 

that organized labor be consulted before the 
initiation of any project; 

that the project does not displace employed 
workers or enter areas in which there is a 
surplus of available gainful labor or impair 
eXisting contracts for services; 

that deductions (totalling no more than 80 
percent of gross wages) may be taken from 
inmates' wages for taxes, room and board, 
family support, and victims' restitution, and 
only for those purposes. 

Other Acts 

In addition to these broad-based acts, there are several 
federal laws prohibiting specific activities. Three examples 
are: 

1. Inmate labor cannot be used as an integra ted 
part of highway or airport cons truction, unless 
the offenders employed in such projects are on 
parole or probation. 

7The Justice Assistance Act of 1984 (P.L.98-473, Section 
819) increased the number of allowable pilot projects from the 
original seven stipulated in the 1979 act to twenty. 
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23 u.s.c. 114(b), (1958); 49 U.S.C. 1722(c), 
(1970) 

2. The Postmaster General is forbidden by law to 
purchase supplies and equipment manufactured by 
inmate labor for use in the postal service. 

39'U.S.C. 2010 (1960); 39 U.S.C. 2201 (1970) 

3. With the exception of products manufactured by 
prisoners on parole or probation, all packages 
that contain goods produced by prisoner labor must 
be clearly labeled as prisoner-made goods. 

18 U.S.C. 1762 (1948) 

SUMMARY 

Twenty-one states have statutes specifically authoriz~ng 
the private sector employment of prisoners or the contr~ct:ng 
of prisoner labor by the private sector, or both. A ~a~orlty 
of the remaining states have no statutes th~t. s?eclflc~lly 
authorize or prohibit one or both of these actlvltles. Elght 
s ta tes speci f i cally prohi bi t pr iva te sector. employme? t of 
prisoners, and 14 prohibit either the contractlng of pr~soner 
labor or contracting with private firms for the productl~n of 
goods or servi ces. Six prohi bi t all three forms of pr 1 va te 
sector involvement. 

Open market sales of prisoner-made goods are prohi bi ted 
in 25 states and authorized in 20, with only. five states 
silent on the issue. In some of the latter, s llence can be 
interpreted as prohibition, while in others it probably should 
not be. 

Only two states specifically authorize the use of incen
tives to encourage private sector participation. Six have 
statutes designed to protect the jobs of non-prison labor. 

Twelve states mandate payment of ei ther the prevailing 
wage or the minimum wage to prisoners working in p:ivate sec
tor projects, but only one of these e~tends. to lnma tes all 
benefits offered non-prison employees, IncludIng unemployment 

'compensation. A total of 20 states authorize payment to pris
oners of workers' compensation benefits, but only 11 of these 
specifically authorize either private sector employment of 
prisoners or contracting with the private sector. 

Legislative Patterns 

Looking at legislative activity in the states overall 
br ings out several different patterns. As is evident from 
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Table 3, there are states that are silent on almost all of the 
issues identified as relevant to private sector involvement in 
prison-based businesses. Two states have no statutes 
addressing any of these issues. More common are those that 
address only the question of open market sales (generally to 
prohibi t them), or deal wi th open market sales and one or 
occasionally two other issues. Typical combinations are pro
hibitions against both open market sales and private 
employment or contracting with the private sector; and prohi
bi tions against open market sales wi th workers' compensa ti on 
or wage deductions authorized. 

At the other end of the scale of legislative activity are 
those states that are vocal on half or more of these issues, 
some speaking out on as many as nine. Most of these acti ve 
states have authorized open market sales, plus either private 
sector employment or contracting or both. Most have also 
authorized payment of prevailing or minimum wages to prisoner 
workers and workers' compensation (workers' compensation, 
however, is authorized in some states that are silent on vir
tually all other issues or in those that prohibit all forms of 
private sector involvement). Most of the statutes mandating 
prisoner voluntarism occur in these active states, although 
some of the most vocal have not dealt with this issue. 

Prison industry operations have been highly regulated by 
a complex network of state and federal laws for several de
cades. Most of these laws, which are restrictive in nature, 
were enacted prior to the current re-emergence of interest in 
private sector participation in prison-based businesses. 
However, in the last ten years an increasing number of changes 
aimed at authorizing and encouraging private sector prison 
industries have been made at both state and federal levels. 

In most cases, recently enacted state laws serve as clear 
guidelines for policymakers regarding the basic issues rele
vant to implementation of pri vate sector prison industries. 
For example, statutes typically address such issues as the 
allowable relationships between a department of corrections 
and a private sector firm, whet.her or not prisoners can be 
employed by a private firm, and in what markets products can 
be sold. 

However, in most cases these new state laws do not serve 
as clear guidelines for policymakers regarding wages and bene
fi ts. Many corrections officials are designing and imple
menting prison industry programs without benefit of clear-cut 
legal guidelines in this important area. 
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VI. RESULTS OF ATTITUDE SURVEYS 

The atti tudes of key policymakers in edch state toward 
private sector involvement in prison industries are critical, 
since without the support of these individuals implementation 
of such programs is unlikely. For this study policymakers' 
attitudes were surveyed by the use of questionnaires mailed to 
each governor, each s ta te di rector of correct ions, and the 
chairpersons of each state's house and senate judiciary com
mittee. Key results of these three sets of questionnaires are 
presented below. 

IMPORTANCE OF WORK FOR PRISONERS 

Each governor and legi sla tor was asked to characteri ze 
the importance of work for state prisoners. In so doing, they 
were asked to describe work for state prisoners as: (a) essen
tial, (b) very important, (c) somewhat important, or (d) not 
important. A total of 30 governors and 30 legislators 
responded to this question. 

The overwhelming majority of both governors and legisla
tors saw work as either an essential or very important part of 
a state prisoner's experience while incarcerated. In the case 
of the governors, 22 out of 30 character i zed work as essen
tial while the remainder saw it as being very important. 
Nineteen of the 30 legislators described work as essential, 
while ten saw it as being very important and one thought it 
was somewhat important. Table 5 summarizes the governors' 
and legislators' responses to this question. 

TABLE 5 

IMPORTANCE OF WORK 

N = 30 N = 30 
GOVERNOR LEGISLATOR 

ESSENTIAL 72 % 64 % 

VERY IMPORTANT 28 % 33 % 

SOMEWHAT IMPORTANT o % 3 % 

NOT IMPORTANT o % o % 
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IMPORTANCE OF DIFFERENT TYPES OF WORK 

Governors and legislators were asked to rank the impor
tance of four different types of work: (a) unpaid hard labor, 
(b) insti tutional support work, (c) paid productl ve 
employment, and (d) public works. Both governors and legisla
tors ranked paid productive employment as the most important 
type of work and unpaid hard labor as the least important type 
of work. This general response pattern existed both on the 
national level and in each regional area of the country. 
Table 6 depicts the rankings of the different types of work. 

TABLE 6 

I~PORTANCE OF TYPES 
OF t'lORK 

GOVERNORS AND LEGISLATORS 

TYPE RANKING 
PAID EMPLOYMENT 1 

INSTITUTIONAL 2 
SUPPORT WORK 

PUBLIC WORKS 3 

UNPAID LABOR 4 

INTEREST IN PRIVATE SECTOR EMPLOYMENT 

The governors, legislators, and directors of corrections 
in each state and the District of Columbia were asked to 
describe their personal interest in the concept of private 
sector employment of prisoners in terms of the following four 
categories: (a) very interested, (b) somewhat interested (c) 
not interested, and (d) opposed. ' 

Forty-nine directors responded to the question; 45 
expressed interest in the concept of private sector 
employment, and 34 of these said they were "very interested". 
Two expressed no interest, and one was opposed. One director 
did not answer the question. In explaining their lack of 
interest, the director in Ohio cited the need to concentrate 
resources on traditional state-use industries, while the 
director in Texas said he feared private sector exploitation 
of prisoners. The director in North Carolina cited a variety 
of reasons for his opposition to the concept, including 
security problems, diversion of resources from state-use 
industries to the private sector, and outside interest group 
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opposition to the concept. 

The governors and legi sla tors surveyed also were 
overwhelmingly interested in the concept of pri vate sector 
employment for their state's prisoners. Twenty-seve.n of the 
30 governors and legislators responding expressed Interest. 
However the much larger percentage of directors (69 percent) 
as comp~red to governors (38 percent) and legislators (43 per
cent) who said they were very interested in the concept 
suggests that corrections directors m~y need to play a 
leadership role in promoting action in thIS are~. The. respo~
dents' interest in pri vate sector employment IS deplcted In 
Table 7. 

TABLE 7 

INTEREST IN PRIVATE SECTOR EMPLOYMENT 

I N = 49] , N = 30 I I N = 30] 

L 
E 

D G G 
I 0 I 

R V S 
E E L 

C R A 
T N T 

0 0 0 

R R R 
S S S 

INTEREST LEVEL 

VERY INTERESTED 69 % 38 % 113 % 

SOMEWHAT INTERESTED 23 % 50 % 47 % 

NOT INTERESTED 5 % 8 % 10 % 

OPPOSED 3 % 4 % o % 
J 

l I I , 
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BENEFITS OF PRIVATE SECTOR EMPLOYMENT 

Governors, legislato 
asked to rank by order of ~s, and corrections directors were 
accrue from invol ving t~~ortan?e seven benefi ts that could 
employment projects. pr 1 va te sector in pr i soner 

A~l three groups of 
reductIon of prisoner idlen;::P~~d~~ts overwhelmingly ranked 
t~~o~e for 0 prisoners and revenue fo~ ~~st important benefi t. 

o east Important benefits Ra kO e state were seen as 
nomIC benefi t to crime vict o· n Ings of the potential eco 
from gro t Ims and pri sone 'f 0 0 -roup 0 group. Table 8 0 rs amllles varied 
an~lngS for each potential benefi t d;Pl cots the respondents' 

men. 0 prIvate sector involve-

TABLE 8 

RANKING OF BENEFITS OF PRIVATE 
EMPLOYMENT 

SECTOR 

BENEFIT DIRECTORS GOVERNORS LEGISLATORS N = 49 N 30 = N = 30 
Reduce Prison 1 Idleness 1 1 

Reduce Cost of 2 4 Incarceration 5 

Compensate Crime 3 Victims 2 4 

Enhance Post-Release 4 5 Employment 3 

Increase Family c: 
Support ~ 3 2 

Income for Prisoners 6 7 7 

Revenue for State 7 6 6 
1 = highest rank 7 lowest = rank 
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INCENTIVES FOR PRIVATE SECTOR INVOLVEMENT 

Governors, legislators, and corrections directors were 
asked to indicate what kinds of incentives they would offer 
the private sector to encourage involvement in prisoner 
employment projects. Eight choices were offered, and respon
dents were free to choose as many incentives as they wished. 

The incentives that received the greatest percentage of 
responses were subsidized space and tax credits. The incen
ti ves recei ving the lowest percentage of responses were loan 
guarantees and development grants. Table 9 depicts the 
respondents' choices of incentives. 

TABLE 9 

CHOICE OF INCENTIVES 

DIRECTORS GOVERNORS LEGISLATORS 
INCENTIVES I N = 49 I I N = 30 I I N = 30 I 

TAX CREDITS 65 % 28 % 58 % 

LOW INTEREST LOANS 28 % 0 % 23 % 

WAGE SUBSIDIES 18 % 0 % 42 % 

LOAN GUARANTEES 10 % 0 % 30 % 

DEVELOPMENT GRANTS 20 % 0 % 19 % 

SUBSIDIZED SPACE 78 % 60 % 42 % 

BIDDERS PREFERENCE 28 % 12 % 50 % 

FREE EQUIPMENT 20 S 24 % 19 % 
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IMPACTS OF PRIVATE SECTOR EMPLOYMENT ON THE CORRECTIONS SYSTEM 

The director of corr t' , i dent i fy pos i ti ve and ne ec ~ons ,ln each s ta te was asked to 
involvement in the empIOy;:~~ve f 1mp~cts that private sector 
corrections system. 0 pr1soners could have on his 

The potential positive impacts most often 
included rewards for both prisoners and the identified 
system. The most frequently c' t d " corrections 
c~ncerns about insti tutional se~ e't negat1 ve l~p~cts included 
slde interest groups. Table 1 ~r~ ~ ar:d . 0ppOS1 tlon ,fr,om out
nega t i ve impacts mos t frequentl l~ -t,n td1 fb.l es the P~Sl t1 ve and 
tors. y C1 e y correct1ons direc-

TABLE 10 

RANKING OF IMPACTS BY CORRECTIONS DIRECTORS 

POSITIVE NEGATIVE 
IMPACTS IMPACTS 

1. Reduction of prisoner 1. Institutional security 
idleness concerns 

2. Provision of a realistic 2. Opposition from labor 
work experience unions 

3. Financial benefits 3. Opposition from the 
for the state general public 

4. Increased chances of post 4. Opposition from 
release employment of competitive firms 
ex-offenders 

SUMMP.RY 

Questionnaire responses rId ' 
the concept of private sect~;ea, e cons1der~ble ir:terest in 
businesses among corrections ~~volvement 1n pr1son-based 
legislators nationwide C ,1 rectors, governors, and 
somewhat higher level of int~~~:~t1~n~, di~ectors expressed a 
cials may need to assume l' 1n l,ca t1ng th~t these offi
Thei r efforts 1 ikely wi 11 b: eadersh1 prole 1n thi s area. 

supported by many gov~rnors and 
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legislators, as suggested by the high proportions of these two 
groups who reported being somewhat or very interested in the 
concept. Work for prisoners generally, and paid work in 
particular, also were ranked very high. 

It is perhaps unfortunate that reduction of prisoner 
idleness and reducing the costs of incarceration are so widely 
seen as the primary benefits of private sector employment of 
prisoners. Only about 0.2 percent of the total prison popula
tion in the United States now works in private sector 
industries, and an enormous increase in the number and scope 
of these programs would be necessary if prisoner idleness and 
correctional budgets were to be substantially affected. The 
overall impact of pri vate sector programs in both of these 
areas is likely to be limited, at least for the foreseeable 
future. 

For those inmates involved in private sector job 
programs, however, there are opportuni ties for a realistic 
work experience, enhanced post-release employment, and 
increased ability to compensate victims, reimburse the state, 
and provide family support. Private sector employment is one 
important tool in the arsenal of corrections officials for 
combating prisoner idleness and defraying some prison costs. 
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VII. CONCLUSIONS AND RECOMMENDATIONS 

Concl.us ions and recommendations deri ved from this study 
are .organlzed here according to their special relevance for 
partlcul~r readers. Conclusions of a general nature are pre
s7nted fl~S~, followed by those of special interest to correc
~lons offlclals, and then those that should be of particular 
l~terest to private sector managers. Recommendations are 
slmilarly subdivided. 

CONCLUSIONS 

Conclusions of a General Nature 

1. Private sector involvement in prison-based busi
nesses is an idea in good currency with key policy
makers at the state level. 

. Survey results show that the concept of private sector 
lnvolvement in prison-based businesses is endorsed by the 
overwhelming majority of governors, legislators, and directors 
of state corrections agencies. 

These key policymakers generally favor such 
public/pr~v~te ~entu~es because they expect that private sec
tor par~lclpatlon ln correctional industry projects will 
reduce ldleness and provi de revenue for the s ta te. Other 
reasons for t.he ~row~ng populari ty of the concept of pri vate 
secto~ partlclpatlon lnclude: the opportunity for prisoners to 
e~rn . In.:ome. to pay taxes, f~mi.ly support, room and board, and 
v:ctlm iestl~utlon; the provlslon of real work experience that 
wlil help ~rlsoners upon release; the introduction of private 
s7ctor buslness characteristics into prison industry opera
tlons; and the opening up of new markets for prisoner-made 
goods. 

2. Private sector involvement in prison-based busi
nesses is a phenomenon of the 1980's. 

With a few exceptions, the projects identified in our 
survey have been in existence for less than four years. As a 
result! there is little information on the long-term success 
or fallure of these public/pri vate ventures in any state 
Ci viI servants involved in these projects are working in a~ 
area new to most state government agencies. Correctional 
employees currently involved in recrui ting and/or operating 
private sector businesses for prisons are pioneers, sometimes 
operating wi thout any clear job defini tions or well-defined 
procedures for dealing with the private sector. This has 
required them to rely on trial and error in identifying poten
tial employe:s, developing realistic incentives for employers, 
and negotiatlng contracts with interested businesses. 

-82-

3. Private sector involvement in prison-based busi
nesses is more prevalent in the West. 

Twenty-one states have statutes specifically authorizing 
significant private sector involvement in prison-based busi
nesses. Fourteen of these states are in the West, four are in 
the South, two are in the Great Lakes region, and two are in 
the East. 

Nine s ta tes currently have pri va te sector pr i son 
indus tr ies in opera t i on. Eight of these s ta tes are in the 
West; two are in the South. Map 1 in Chapter' III depicts the 
exact location of these states. 

4. There is no one ideal form of private sector 
involvement in prison-based businesses. 

Twenty-s ix pr i son- based bus inesses have been identi fied 
in our survey. Of these, 15 represent the Employer Model, 
wi th the pr i va te sector both own 1. ng and opera ti ng the pro
jects. The other 11 projects are operated by corrections 
agencies and represent the Customer, Controlling Customer, or 
Investor Models. Seven of the ten states with active projects 
have implemented only one model of private sector involvement 
in all of their businesses. Arizona and Utah have experi
mented wi th two di fferen t models, and Minnesota's indus trial 
oper.ations reflect three di fferent models. This di versi ty 
suggests that there is no one ideal form of pri vate sector 
involvement in prison-based businesses. 

Conclusions of Special Interest to Corrections Officials 

5. Private sector firms become involved with prison
based businesses for a variety of social and econo-
mic reasons. 

The chief executive of a private sector firm 
contemplating involvement with prison-based industries may be 
influenced as much by the desire to do social good as by eco
nomic considerations. The decision to maintain involvement 
wi th the prison after a speci fied period is also frequently 
influenced as much by altruism as it is by pragmatism. For 
almost every business attracted by the low cost of prison 
labor there is one that is motivated principally by values of 
corporate responsibility, and for each of the latter there is 
another that is attracted to the prison because it happens at 
the time to fulfill practical business needs. 

In Kansas, the president of Zephyr Products, Inc., 
approached the task of establishing his ,-ompany wi th a zeal 
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for doing good, and he continues to maintain his involvement 
(and plans to expand it) in the face of sizable fi nancial 
losses. In Arizona, Best Western International originally 
hired prisoners because such a program met the firm's need for 
a readily available labor force on weekends and holidays. In 
Minnesota, Sperry Corporation is able to contract wi th the 
department of corrections for disassembly services because of 
the low cost of the operation. Control Data Corporation, 
which has a history of corporate involvement in community pro
jects, contracted with the department of corrections because, 
among other reasons, it was looking for a labor force wi th 
built-in attrition to make a product line that will eventually 
be phased out. Middle management personnel at B. Dalton pro
posed the idea of contracting for data entry services at the 
women's prison in Minnesota because of their desire to do 
something for the inmates; upper management approved the idea 
after a study showed that it would be cost-effective. In 
Florida, P.R.I.D.E. was established by political and business 
leaders because of thei r convi cti on tha t the pr iva te sector 
could run a prison industry more efficiently than the state 
and at the same time produce social benefi ts for everyone 
involved. In Washington, two small businesses became involved 
with the prison system because the low-cost space met their 
needs at the time, while another textile firm (Inside-Out, 
Inc.) was influenced prinCipally by its owner's sense of 
social responsibility. 

After becoming involved with prisons, some business 
people maintain their interest for reasons different from 
those that originally attracted them --whether altruistic or 
practical. But in the final analysis, any business will be 
able mai ntai nits invol vement only as long as it can finan
Cially justify doing so. 

6. Small businesses are more likely to prefer the 
Employer Model, while large corporations tend to 
favor the Controlling Customer or Customer Model. 

With the exception of Best Western in Arizona, and Howard 
Johnson's in Oklahoma, all of the identified examples of the 
Employer Model in our survey are small businesses. Virtually 
all of these are owned and operated by individuals who 
founded their own small companies and who use their businesses 
to engage their entrepreneurial talents. Many of these 
entrepreneurs do not believe that it is possible for the 
public sector to operate a work project as a business. Some 
pr i va te business people express di sbel ief that any bus iness 
would do other than directly employ prisoners itself if that 
business wanted to get involved in corrections. 

Conversely, some of the larger corporations represented 
in our survey were uninterested in direct operation of a 
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"keepers" or the fundamental importance of securi ty proce
dures,. Private sector personnel just as often accuse prison 
staff of a failure to appreciate the essential importance of 
making a profit. 

This lack of understanding, coupled with an inability to 
clearly communicate, has directly contributed to the failure 
of some projects. 

9. The relationship between traditional prison industry 
shops and private sector operations varies widely. 

In some cases there is a close working relationship be
tween shops operated as traditional prison industries and 
shops in the same institution in which the private sector is 
involved. In other cases there is little interchange or even 
overt hostili ty. Much appears to depend upon the effec
tiveness of institutional management in expressing and 
enforcing a policy of support for private sector operations. 
The attitude of the manager of the prison industries program 
also plays a crucial role in defining the relationships that 
develop, which in turn are affected by the extent of hi s 
involvement in the planning of the private industry program. 

10. The introduction of private sector businesses into 
the prison affects institutional procedures. 

The introduction of private sector businesses into a 
prison typically alters some aspects of institutional proce
dures, espeCially schedul ing and movement. For example, in 
several insti tutions changes have been made in established 
institutional schedules to allow prisoner workers to work full 
days, including changes in feeding times and count procedures. 
In the case of movement of raw materials and finished pro
ducts, changes have been made to accommodate the timely flow 
of materials into and out of the prison. 

11. Decisions regarding local pri vate sector projects 
~~y have effects on the national level. 

The operations of local private sector prison-based busi
nesses have national implications for the corrections com
muni ty both because they are regulated by federal laws and 
because such projects are receiving a great deal of national 
attention. For example, the payment of very low wages to 
prisoners in an area in which local labor organizations do not 
oppose the practice has been cited by labor at the national 
level as justification for opposition to the entire concept of 
private sector involvement in prison-based industries. 
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work at lower-paying jobs for the state recognize that the 
expectations placed on those working for the pri vate sector 
are greater and do not begrudge them their higher earnings, 
especially if they too may some day have the opportuni ty to 
earn similar wages. 

14. A prison-based business that generates an acceptable 
rate of financial return for its owners while pro
viding stable, long-term employment for prisoners is 
a success. 

Given the diversity in both types of private sector pro
jects and their purposes and goals, it is difficult to 
construct a definition of success that could be fairly applied 
to all pri vate sector projects. However, a business that 
meets the principal objectives of both the firm's owners and 
the corrections system can be generally considered a success
ful enterprise. 

Any business should be expected to generate an acceptable 
financial rate of return, whether it operates in a prison or 
in the outside world. That rate of return may be set as low 
as the break-even point if this is acceptable to the owners, 
but the bus iness could not be called success ful if it con
tinues to lose money indefinitely. Any prison-based business 
also should be e'Apected to provide stable, long-term 
employment for prisoners if it is to meet both its own produc
tion requirements and the correctional objectives of most 
prison systems. 

Conclusions of Special Interest to the Private Sector 

15. Charismatic private sector leadership has played an 
important role in the development of prison-based 
businesses. 

One of the hallmarks of many private sector projects is 
the commi tment of pri vate business people to the concept of 
prison-based businesses. The charismatic leadership provided, 
for example, by Fred Braun at Zephyr, Jack Eckerd at 
P.R.I.D.E., William Norris at Control Data Corporation, and 
Joan Lobdell at Inside-Out has been at least as responsible 
for the ini tiation and continued existence of these projects 
as has any business pIau or contract. In each case, the com
mi tment of these Indi viduals to their projects has far out
weighed the economic potential these projects presented at 
their outset, and in some cases has sustained the business in 
the face of financial loss. 
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much attention on the welfare of the worker as they do on pro
ducti vi ty. More than one employer we talked to balanced a 
business's mounting losses against the good that he was doing 
by working within the prison. 

19. The nega t i ve effect of poor bus iness decisions on 
private sector prison-based businesses may be 
magnified by the prison setting. 

Poor business decisions can have disastrous consequences 
for any businees, whether it is located inside a prison or 
not. However, it is likely that the effects of such deci
sions will be magnified if the business is located inside a 
prison because of the overall difficulty of operating a busi
ness in that environment. The hidden costs of operating 
inside a prison (see Conclusion #11 above) aggravate the nega
ti ve effects of poor business decisions on a prison-based 

business. 

20. Small businesses that employ prisoners have so far 
not generated significant financial returns for 
their owners. 

Ten of the small businesses identified in our survey have 
yet to generate a profi t for their pri vate sector owners. 
Virtually all of these businesses are still in their infancy, 
and the overall lack of profitability may be indicative of the 
cost of starting a new business. Still, this finding does 
demonstrate that the use of prison labor does not quickly pro
duce a financial return for the private company. 

21. Private sector involvement 
nesses has created problems 
status of inmate workers. 

in prison-based busi
in defining the legal 

Inmates employed by state owned and operated prison 
industries in the past have not been considered employees in 
the strict legRl sense of that term. With the private sector 
now becoming involved in prison industries, the status of 
inmate workers has become more complex. The issue is critical 
in the area of wage policy, for its resolution will determine 
whether the Fair Labor Standards Act (FLSA) is applicable to 
prisoners involved in privately owned and operated businesses. 

Tne Fair Labor Standards Act is the basic law governing 
the wages and hours of workers in the Uni ted ·-States; among 
other things it establishes conditions for payment of the 
federal minimum wage to employees. The FLSA defines both 
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"employer" and "employee" broadly but it 
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Hours Division, which administers the FLSA, determined that 
General Household Items, Inc., owed approximately $90,000 in 
back wages to prisoner workers participating in that company's 
prison-based business, ruling against officials of both the 
company and the Nevada Department of Prisons, which claimed 
there was no employer-employee relationship between the 
prisoners and the company. 

22. Prior experience in starting and operating projects 
of similar size in the same industry is helpful for 
those planning to establish an enterprise in a 
correctional setting. 

Starting a new business in a prison is in many ways even 
more difficult than starting one in the community, since the 
problems imposed by the correctional environment are added to 
the difficulties that produce a high mortality rate among new 
small businesses generally. The manager's experience in the 
industry in question, and his experience in the development of 
similar projects, are good preparation for the task of 
starting a new business in a prison. It is asking a great 
deal for a manager to learn both a new industry and the 
problems of operating in a prison with an inmate work force at 
the same time. 

The skills and atti tudes of supervisors also will be 
important. Their technical ski lIs are particularly crucial 
because of the strong training requirements of inmate workers, 
but relevant supervisory experience will help them to cope 
with problems posed by the work force. 

RECOMMENDATIONS 

Recommendations of Special Interest to Corrections Officials 

1. Ensure that appropriate enabling statutes exist 
before starting a private sector project. 

As pointed out in Chapter V, private sector involvement 
in prison-based businesses is an area of public policy that is 
highly regulated by both federal and state laws. The produc
tion, marketing, and distribution of prisoner-made goods are 
all subject to legislative action. 

It is therefore essential for any corrections department 
contemplating involvement with a private firm to first examine 
whether authorization exists for the type of operation 
planned. If specific statutory authorization does not exist 
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and enabling legislation must be passed before a private sec
tor project can become operational, the parties should antici
pate at least one year for that legislative process to be 
completed. 

2. Policymakers should consider the twelve legal issues 
discussed in Chapter V when developing enabling 
legislation for private sector prison-based busi
nesses. 

As noted in Chapter V, state laws generally serve as 
clear guidelines with regard to the basic operational aspects 
of private sector prison-based businesses. However, most 
state laws do not specifically address prisoner workers' 
enti tlements to wages and benefi ts when those workers are 
involved in private sector prison-based businesses. This is 
an area that may increasingly be subject to review by the 
courts, and the absence of clear legislative purpose may 
result in judicial decisions that have surprising conse
quences. Policymakers who want to promote implementation of 
projects that are fair to all concerned, and that can 
wi thstand independent review, should first develop enabling 
legislation that explicitly addresses all relevant aspects of 
private sector prison industries. 

When designing enabling legislation policymakers should 
consider the twelve legal issues discussed in Chapter V and 
the conditions discussed in Conclusion #21 above. 

3. A department of correct ions interes ted in pri va te 
sector prison industries should develop a comprehen
sive plan for recruiting and maintaining such busi
nesses within its prisons. 

The focus of such a plan should be economic development 
for the prisons and career development for prisoners. The 
plan s~ould serve as a practical document to guide the depart
ment through the following three steps in the development of 
private sector industries. Each step should be characterized 
by the completion and documentation of a number of tasks, 
including: 

(1) Internal Organizational Development 

legal analysis 
labor force analysis 
space analysis 
site location analysis 
policy and procedures analysis 
staff development/training 
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(2) Targeted Public Education 

development of an information 
brochure/package 
identification of interest groups 
education of interest 
groups/constituency building 

(3) Organized Private Sector Recruiting 

identification of unique busi
ness needs and motivations 
targeted recruiting of private 
companies 
orientation for interested busi-
nesses 
contract negotiations 

Corrections agencies planning a private sector 
prison-based business should identify groups wi th 
potential adverse reactions and advise them ahead of 
time of plans regardir.g the project. 

There is a tendency on the part of public administrators 
to avoid controversy by introducing new projects quietly and 
hoping they will go unnoticed. They r~rely do. In ~he case 
of pr i va te sector invol vemen t wi th pr 1son-based bus1nes~es, 
contacts with labor and trade associations before the proJect 
ge1;s underway may avo id more ser ious pl"oblems, in ,the lo~g run. 
Such consultations are no guarantee that obJect1ons w1ll not 
be raised later, but they do indicate, the intent of the 
corrections department to take a respons1ble approach toward 
project administration. 

5. The responsi bi Ii ties and obI iga tions of both major 
parties to a pri vate sector prison-based business 
should be clearly stated in a formal contract. 

Whatever the model, the relationship be~ween the two par
ticipants should be defined in a business-I1ke manner. Th~re 
should be considerable specificity in the contractual descr1p
tions of the duties and obligations of each part~. The pr~
cess of developing a detailed contract also w1ll help 1n 
project planning. The provisions of the contract should be 
moni tored periodically by each party to ass,ure that ~xpe7-
tations are being met and that the project 1S proCeed1ng 1n 
accordance with the contract. 

6 .. Corrections agencies should develop only those busi
nesses that will be fair to each major interest 
group affected. 
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In the end, pri va te sector pr i son- based businesses wi 11 
succeed only if they are fai r to the maj or i n';:,eres t groups 
affected by them. In general, this means that such projects 
should provide: 

for prisoners, at least the federal minimum wage; 

for owners, the opportunity to earn profits; 

for customers, quality products at a competitive 
price; 

for competitors, protections against unfair com
petition; 

for labor, protections against job displacement; 

for taxpayers, cost savings through payments by 
prisoners of taxes, family support, victims' compen
sation, and room and board. 

7. A department of corrections wi th a strong correc
tional industry should consider developing ei ther 
the Customer or Controlling Customer Model. 

In states with appropriate enabling statutes, corrections 
agencies with prison industries that provide quality products 
and services should consider developing private sector markets 
as a logical extension of their existing state-use market. In 
a time when state and local government budgets are being cut 
back, thereby reducing the purchasing level of many tradi
tional state-use customers, it makes sense to examine the 
feasibility of developing alternate customers in the private 
sector marketplace. 

In order to compete successfully in the private sector 
marketplace, a prison industry must have the management and 
production resources to provide quali ty products or services 
in a timely manner at a competitive price that at least covers 
the costs of the operation. The essential resource required 
to do this is a skilled and motivated staff. In order to com
pete successfully in the marketplace a correctional industry 
should have management staff with a business background, pro
duction supervisors wi th technical expertise, and production 
workers wi th the capabi Ii ty to produce qual i ty i terns wi thin 
given cost and time guidelines. 

Administrators should consider using outside resources to 
conduct operations audits of their industrial programs to 
obtain an objective assessment of the ability of their 
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industrial operation to compete in the private sector 
marketplace. 

Corrections agencies lacking the resources needed to suc
cessfully recruit and maintain private sector customers, but 
that want to encourage pri vate sector participation in the 
employment of prisoners, should concentrate on developing the 
Employer Model of private sector involvement. 

8. Departments of corrections that want to pursue the 
Employer Model of private sector involvement should 
recruit small businesses. 

As noted in Conclusion 116 above, small businesses are 
more likely to become involved with prison industries via the 
Employer Model than are large corporations. In dealing wi th 
small businesses the corrections agency should be particularly 
careful to do some independent checking on the companies to 
determine their competence, financial status, and standing in 
the business community. 

9. Regardless of the model developed, the state should 
assure that the work place is inspected by the 
appropriate agencies for adherence to fire and 
safety requirements. 

While in some instances the private sector partner may be 
in charge of the shop and responsible for meeting occupa
tional, fire, and safety requirements, the state should assure 
that the necessary inspections are carried out and that 
required changes are made. Prisoner workers are entitled to 
safe working conditions. 

10. The department of corrections should match its labor 
resources to the unique labor requirements of a 
prospective business. 

As noted in Conclusion II 16 above, some businesses have 
special labor force requirements. Seasonal labor, shift work, 
peak production labor demands, and short-term production 
cycles are just a few examples of the special needs of many 
large and small businesses. The corrections agency that can 
flexibly meet such needs will enhance its chances of 
recruiting and maintaining private sector bUsinesses. 

11. Corrections agencies should not expect the pri vate 
~ector to dramatically reduce prisoner idleness. 
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It is reasonable for corrections officials concerned 
about prisoner idleness to view the private sector as a poten
tial partner in this effort. It is unrealistic, however, to 
expect the private sector to significantly reduce prisoner 
idleness, especially in the short term. Generally it is wise 
to proceed cautiously ·during the early stages of implemen
tation, involving a small ini tial work force and gradually 
increasing its size as warranted by production demands. 

The overall impact of private sector work projects on 
prisoner idleness in any correctional system also is limited 
by the high probabili ty of opposi tion by organized labor as 
the number of prisoners involved increases. A single prison 
may be able to employ a significant proportion of its inmates 
in pri vate sector projects, but involving sufficient numbers 
to impact idleness throughout an entire prison system is, in 
all likelihood, a much less feasible goal. 

Recommendations of Special Interest to the Private Sector 

12. Obtain the acti ve support of key corrections offi
cials before attempting to implement a private sec
tor business in a prison. 

The private firm that is contemplating a prison-based 
operation should establish close, cooperati ve relations wi th 
the commissioner of corrections in the state, the director of 
correctional industries, the directors of education and voca
tional education programs, the superintendent of the host 
insti tution, the chief of securi ty of the host insti tution, 
and other key correctional staff. The private business should 
not assume that the support of the commissioner or superinten
dent assures the active support of other key people in central 
office or the insti tution. Middle-management insti tutional 
staff such as shift lieutenants and sergeants also may 
influence the operation of any business in a prison. 

During planning and development stages, key personnel 
(both top and middle management) from both the private firm 
and the department of corrections (on both the central office 
ar:i insti tutional levels) should review both parties' poli
cies, procedures, and operational requirements. The discus
sions that take place at this time should set a precedent for 
communication and cooperation between the business and the 
prison throughout the life of the project. 

If the active support of key correctional personn.el at 
all levels is not apparent during the planning and development 
stage and cannot be encouraged, plans for locating the busi
ness operation inside the prison may have to be abandoned. By 

as , 

f 
i' 

the same token, the state administration should assure that 
the employee responsible for negotiating with the private sec
tor involves key departmental and institutional staff in 
planning in order to avoid difficulties as the project is 
implemented. 

13. The private sector should not be seduced by the 
apparent low cost of prison labor. 

Some correctional agencies offer low-cost prison labor as 
an incentive to private sector participation in prison 
industries. To the entrepreneur starting a small business 
labor cost savings may seem to offer a significant competitive 
edge. However, while some legitimate cost savings can be 
aohieved by hiring a prisoner work force (for example, the 
provision of medical benefits is usually not necessary), low 
wages do not necessarily mean inexpensive labor. Most pris
oner workers need training in both ski lIs and work habi ts 
before they can become productive. In some prisons training 
costs are compounded by high and continuous employee turno~er. 

Private sector businesses contemplating prison-based 
operations should be wary of involving themselves wi th any 
corrections agency that emphasizes cheap labor as the primary 
incentive for locating inside a prison. It is important to 
identify and assess the hidden costs of doing business in 
prison prior to project implementation. 

14. A private business considering a prison-based opera
tion should examine the relevance of the Fair Labor 
Standards Act to the proposed project. 

If a genuine employer-employee relationship will exist 
between a private business and a prisoner, then the minimum 
wage provisions of the Fair Labor Standards Act may apply to 
that busines~. When conducting initial feasibility studies of 
a proposed project, the private business should evaluate the 
impact on costs of at least minimum wage levels for its pris
oner work force. State wage laws should also be evaluated for 
their potential impact on labor costs. 

15. A pri vate business wi thout a standard product line 
should be cautious about participation in a prison
based operation. 

The private business without a standard product line and 
a standardized production process should examine the costs of 
retraining prisoner workers (whose initial work experience and 
job skills are generally poor to begin with) each time a new 
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product or production process is introduced. The private 
business should also keep in mind the prison's inherent 
resistan~e to change when considering the establishment of a 
business requiring frequent operational changes. 

This is not to say that changes in product lines and pro
duction processes cannot be successfully introduced in a 
prison-based business. As "controlling customer" for the 
Stillwater-based computer assembly plant, Control Data 
Corporation has successfully introduced major changes in both 
products and production processes over the last two years. 
But no change has been made until a current production process 
has been mastered by the work force and all changes have been 
introduced gradually and intermittently. Any private business 
should be aware that changes in product lines and processes 
are more likely to be successful if they are introduced slowly 
and carefully planned in advance. 

16. Private businesses considering prison-based opera
tions should staff such projects with specially 
trained production supervisors. 

Pri vate businesses considering invel vement in a prison
based business as employer, manager, or controlling customer 
should anticipate devoting full-time, on-site production man
agement staff to the project. Such staff should receive spe
cial training from the department of corrections in security 
and safety procedures. 
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VIII. THE LONG TERM OUTLOOK 

This study has shown that private sector involvement in 
the ownership and operation of prison-based businesses is an 
innovation that has captured the attention of many people in 
corrections. Given the long tradition of work as a fundamen
tal prison activity, one could argue that this "innovation" is 
not really new, but a re-emergence of an old idea temporarily 
upstaged by the programmatic emphases of the so-called medical 
model. Whether the idea is new or old, however, is less 
important than whether it consti tutes a lasting trend or a 
passing fad. The potential for pri vate sector involvement in 
prison-based businesses to change the way prisons operate 
rests on the outcome. 

Fads are typically expounded with exaggerated zeal by a 
small band of followers and then abandoned. Their impact is 
generally minimal. Trends, on the other hand, reflect a 
larger, more general acceptance of an innovation, are much 
more persistent than fads, and lead to clear, observable move
ment in a gi ven direction. Innovations that become trends 
lead to social change tn the institution affected by the inno
vation, while fads do not. 

The social sciences have developed a body of knowledge 
regarding the spread, or di ffusion, of innovation. 9 I t is 
possible to identify certain key indicators whose presence 
suggests that an innovation is successfully diffusing or will 
successfully diffuse. If successful diffusion is occuring, 
then it is reasonable to conclude that a trend is in the 
making. The key indicators include: 

1. the existence of an "S"-shaped diffusion curve; 

2. organizational adaptation to the innovation; 

3. the interest and/or involvement of opinion 
leaders; 

4. a positive correlation between the innovation and 
powerful trends or ideas in good currency; 

5. the occurrence of key events indicating organiza
tional concern about or interest in the 
innovation; 

6. the existence of a widely accepted name or label 
for the innovation. 

9 Everett M. Rogers, Diffusion of Innovations, New York, 
New York, Free Press, 1983. 
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Each of these key indj~~tors is discussed below 
in the context of information relevant to pri vate 
sector prison-based businesses. 

1. The "S"-shaped diffusion curve. 

Successful diffusion is usually characterized by behavior 
over time in which adoption of the innovation begins slowly, 
rises steeply, and then tapers off at a pOint at which the 
innovation has saturated the ~ocial system in which it is dif
fusing. This behavior is depicted in Figure 1 as an S-shaped 
curve. 

Percentage 
Saturation 

100 % 

o % 

FIGURE 1: The S-Shaped Diffusion Curve 

~~-----------------------~lr·m~e-----

At the end of 1984 there were twenty-six prison-based 
businesses in operation. A plot of the number of these busi
nesses in operation over time is given in Figure 2. 

FIGURE 2: Private Sector Business in Operation, 1976-1984 
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The data in Figure 2 indicate that in 1981-82 the 
innovation may have entered the steep-rise segment of an S
shaped curve characteristic of successful diffusion. This 
tentatively suggests that a trend is in the making, 
although that conclusion would have to be reassessed if the 
curve levels off in the near future. It should be noted 
that legal constraints on private sector employment of 
inmates and on the sale of prisoner-made goods may produce 
a leveling of the curve at a point that is significantly 
lower than that which would occur in the absence of such 
constraints. It is likely that successful diffusion of this 
innovation will depend on the eventual relaxation of such 
constraint.:! • 

Organizational Adaptation 

Organizations can adapt to irinovations either by 
modifying to accommodate the innovation or by modifying 
(reinventing) the innovation to meet the organization's 
needs. Ei ther acti vi ty is a favorable indication of suc
cessful diffusion because: 

1. an innovation that better fits an organization's 
circumstances is more likely to be retained; 

2. it indicates an active organizational involvement 
with the innovation; and 

3. it suggests that the innovation is becoming 
routini~ed within the organization. 

In the case of private sector prison-based busi
nesses, the following examples of adaptation are noted: 

1. Organizational Modifications 

Four state correctional agencies have created full
time posi tions responsible for developing pri vate sector 
prison-based businesses. These agencies are the departments 
of correction in Kansas, Oklahoma, and Washington, and the 
Department of the Youth Authority in California. 

Correctional agencies have made substantial changes in 
institutional procedures to accommodate private sector 
prison-based businesses. These changes include an acce-

. lerated return of inmates to work after a lockdown 
(Minnesota); adjusted visiting and counseling hour 
(Minnesota, Kansas, Utah); and adjusted meal schedules 
(Utah). 

2. Reinvention 

Perhaps the most convincing indication of adaptation 
is found in the way departments of correction have modified 

-103-



$ 

the innovation to accommodate their particular circumstances. 
This is reflected in the fact that private sector prison-based 
businesses have taken many different forms, broadly encap
sulated in six different models. Because of this development, 
no one ideal form of the innovation is to be found. 

Involvement of Opinion Leaders 

The interest and involvement of oplnlon leaders are 
important because they enhance both the visibili ty and the 
credi bili ty of an innovation. The following indi viduals can 
be ci ted as opinion leaders who have shown interest in or 
involvement with the concept of private sector prison-based 
businesses: 

Chief Justice Warren Burger (or igina tor of the 
"factories with fences" label). 

Senator Charles Percy (sponsor of Sec. 827 of the 
Justice System Improvement Act of 1979, which has 
stimulated a variety of joint ventures between 
corrections agencies and the priva~e sector)." 

William Norris (Chairman of Control Data Corpora
tion who provided the support and backing for 
CDC's disk drive assembly project with the Minne
sota Department of Corrections). 

Governor Robert Graham 
P.R.I.D.E. in Florida). 

(early supporter of 

Jack Eckerd (Chairman of Eckerd Drugs and Chair
man of P.R.I.D.E.). 

Correlations with Trends 

An innovation is strengthened if it correlates in a posi
tive way with powerful trends or ideas in good currency. Such 
posi ti va correlation transfers some of the momentum of these 
trends or ideas to the innovation itself. The concept of pri
vate sector prison-based businesses correlates positively with 
the following current trends: 

~" " 

Private sector provision of public 
and in particular the pri vate 
entrance into the fields of prison 
and management. 

services, 
sector's 

financing 

The re-emergence of the acceptance of work by 
prison officials as an effective way to 
occupy prisoners' time. 

Increasing prison populations and overcrowd
ing leading to incrteasing idleness and the 
need for more programs to reduce idleness. 
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Key Events 

Increasing realization on the part of many 
public officials that prisoners who earn 
real world wages can be expected to reimburse 
some of the costs of their incarceration, pay 
taxes, and compensate their victims. 

During the successful diffusion of an innovation it is 
typical to find a gradual formalization of institutional 
interest or concern with the innovation, often manifesting 
itself in studies, books, dissertations, courses, conferences, 
changes in legislation, and other events pertaining to the 
innovation and its impacts. The following such events are 
noted for the prison industry/private sector concept: 

The provisions of the "Percy" legislatio~ have been 
expanded in the Comprehensive Crime Con,.;.rol Act of 
1984 to allow an increase in the number of pilot 
projects to twenty. 

More than twenty states have revised their statutes 
over the last ten years to authorize and encourage 
private sector prison-based businesses. 

The National Institute of Justice commissioned this 
survey and a survey of the privatization of correc
tions by Abt Associates, Inc. The National Insti
tute of Corrections has funded similar studies. 

The Johnson Foundation and the Brookings Institution 
co-sponsored a major conference on "factories wi th 
fences" at Wingspread, The Johnson Foundation's con
ference center in Wisconsin, in January, 1984. 

The last two American Correctional Association's 
national conferences have devoted sessions to the 
topic of private sector participation in prison 
industries. The National Association of Counties 
and the advisory Commission on Intergovernmental 
Relations have also devoted sessions to the topic at 
their recent annual meetings. 

Noted criminal justice publications such as The 
Prison Journal and Corrections Magazine have focused 
on the topic of private sector participation in pri-
son industries. 

In June, 1984, ABC devoted an entire segment of its 
"Nightline" Show to a discussion of pri vate sector 
prison-based businesses. 
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Concept "Captured by a Label" 

During the successful diffusion of an innovation the con
cept is frequently "captured by a label" or given a name that 
has widespread acceptance. During the 1970's increasing 
institutional interest in the total environment of the 
workplace came to be symbolized by the phrase "quality of work 
life", which in turn has been abbreviated into the generally 
accepted label QWL. Three of the ten states visited for this 
project (California, Minnesota, and Washington) label their 
private sector prison-based businesses as "free venture" 
industries; however, it is too early to determine whether this 
phrase will become generally accepted as being synonymous with 
the concept of private sector participation in prison-based 
businesses. 

CONCLUSION 

There are posi ti ve findings wi th respect to fi ve of the 
six indicators. Although this does not guarantee that the 
developments discussed in this report constitute a trend, it 
is an encouraging sign to that effect. The ultimate outcome 
cannot be foretold, but it can be influenced. In particular, 
it may well depend on if and how policymakers address a number 
of as yet unresolved issues, a list of which is included: 

Prisoner Wages: 

How can wage rates 
level that is fair 
petitors? 

for prison labor be set at a 
to workers, owners, and com-

How can wages that reflect actual production capac
i ty and allow for a profi t be balcmced against the 
need to protect prisoner workers and firms not using 
prisoner labor? 

Prisoner Benefits: 

What benefits should be provided to prisoner workers 
involved in private sector prison-based businesses? 

When should these benefits be made available to 
prisoner workers? 

Who should bear the cost of benefi ts provided to 
prisoner workers? 

Voluntarism: 

Can truly voluntary participation by prisoner 
workers in private sector prison-based businesses be 
assured by corrections administrators in the future? 
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Selection of Private Sector Participants: 

Can formal procedures for selecting pri vate sector 
firms to participate in prison-based businesses be 
developed to guard against unfair selection of par
ticipating companies? 

Wage Deductions: 

Do the political and programmatic benefits of 
deducting funds from prisoners' wages for such 
items as room and board, family support, taxes, and 
victims' compensation outweigh the administrative 
costs of collecting such funds? 

Prisoner Worker Status: 

How can the employment rights 
prisoners be determined and 
everyone is treated fairly?" 

Interest Group Opposition: 

and obligations of 
protected so that 

Can the concept of private sector prison-based busi
nesses withstand entrenched and vocal opposition 
from outside interest groups? 

Future researchers would do well to structure their 
analyses of the success or failure of private sector 
involvement in prison-based businesses around a detailed 
examination of both the process by which these issues 
have been addressed and the resolutions achieved by that 
process. 
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APrENnIX 

CRIMINAL JUSTICE ASSOCIATES 
BOX 125 

LAFAYETTE HILL, PA 19444 
(215) 828-8284 

PRIVATE SECTOR INVOLVEMENT IN THE EMPLOYMENT 
OF PRISONERS 

CORRECTiONAL SYSTEM QUESTIONNAIRE 

IF YOU NEED ASSISTANCE IN THE COMPLETION OF THIS QUESTIONNAIRE, PLEASE CONTACT 
J'ACK SCHALLER OR GEORGE SEXTON AT THE TELEPHONE NUMBER LISTED AT THE TOP OF 
THIS PAGE. 

DIRECTIONS: 

This questionnaire has two main parts, Part A and Part B. Part A has four 
questions; Part B has six questions. Please answer each question in Part A 
first. If you answer yes to ANY question in Part A, ]Q!Q! complete Part B. 
If you answer ~ to~ questions in Part A, please complete Part B. 

Please provide the following information: 

Name of person completing questionnaire: _______________ _ 

Title or Position: __________________________ __ 

Telephone Number: __ ~( ___ ~) __________________________ ___ 

1-1 



- -----

PART A 

1. Are any prisoners in your correctional system employed by private sector firms?-
___ YES ___ NO 

IF YOU ANS.~RED ~ .TO QUES.'I:ION 11, PLEAS.!; ANS.~R THE QUES.'t:IONS .. IN APPENDIX 1. 

2. Are any prisoners employed by your correctional system prodUCing goods or 
services for private sector firms? 

___ YES ___ NO 

IF YOU ANS.~RED ~ .TO Q~'t:ION 12, PLEAS.!; ANS.~R THE QUES.'t:IONS .. IN APPENDIX 2. 

3. Are any prisoners in your correctional system operating businesses (other 
than traditional arts and crafts) which sell geods or services to the 
private sector? 

YES ___ NO 

4. Other than those identified in questions 11 or 12, does your correctional 
system have any plans to initiate additional employment projects in the 
next twelve months for prisoners involving private sector firms as either 
employers or customers? 

YES NO 

IF YOU ANS.~RED 1!Q TO EACH QUES:~ION IN PART A, PLEASE PROCEED TO PART B. 

IF YOU ANSWERED YES TO ANY QUESTION IN PART A, DO NOT COMPLETE PART B. YOU HAVE 
COMPLETED 'THE QUESTIONNAIRE. THANK YOU FOR YOUR COOPERATION. 

-Please do not provide information on prisoners who are engaged in work release 
employment or-are on work furlough. 

- 2 -

PART B 

1. Were any prisoners in your correctional system employed.by private sector 
firms in the past seven years?-

YES HO 

employed by Your correctional system in the past seven 2. Have any prisoners ? 
years produced goods or services for private sector firms 

YES HO 

How would you characterize the level of interest in yourfcor~ection;l 
3. regarding private sector involvement in the employment 0 pr soners 

(Please check the ~ answer that best applies) 

a. Very interested ----
b. ___ _ Somewhat interested 

c. ___ _ Hot interested 

d. ___ _ Opposed 

system 

4. What are the administrative, legal, socio-political, an~or ~~:~::!:n:~e 

barriers WhitCh hiavetb:ree:ep~:eymde~~u:fc:~~:~!!~:;l ~~!:: ea:: barrier that private sec or n 
applies and give specific examples) 

a. Administrative, e.g., __ ~. ______________________________ ___ ---
b. ___ Legal, e.g. , ____________________ _ 

c. ___ S.~cio-pol1tical, e.g. '1 __________________________ _ 

d. __ _ Correctional, e.g.,I _____________________________ _ 

e. Other, e.g., ____________________ _ ---
f. __ _ Ho barriers to private sector involvement 

.Please do not provide information on prisoners who are engaged in work release 
employment or-are on work furlough. 
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PART B (continued) 

5. Ir all tbe barriers identitled by you io the precediDs question were removed, 
would this be sufficient to allow for the initiation or private sector 
involvement in the employment of prisoners in your correctional system? 

___ YES 
___ NO 

6. Ir you anawered~ to tbe precediDs queation, under what circUDotaaceo cOUld 
private sector involvement in the emploYilent of prisoners occur in your correctioaal system? 

TlfANK YOU FOR YOUR COOPERATION IN THIS .. RES.~CB EFFORT. 
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APPENDIX' 

low for each private sector employer Pleaoe provide the 1nrormatioa reQue8!::'b:, (Uoe additional aheeto or ~pe) 
if you answered "yes" to Part ~~r:::~on for ;11 shops tbat fit the definit on • if necessary to provide all in 

DESCRIPTIVE INFORMATION EMPLOYER A 

A. Name of firm 

Name of contact at firm 

Address of firm 

Telephone number of contact ____________ _ 

B. Date firm f1rst em~:oyed 
pr1soner8 in this ~op 

C. Products/services prov1ded 
by pr1vate sector shop 

I 

D. Institution in wb~cbifsbsoh~P 
is 10cated(speci • .T 

is outside institution) 

Institution's Wardenl 
Superintendent 

E. Number of prisone,r/s
83 employed on 12/3 

F. Security classification(s) or prisoners employed 

G. Average length 0dfi ttm:
hOP prisoner employe n 
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APPENDIX 1 (continued) 

DESCRIPTIVE INFORMATION 

B. Prosram elisibUi ty 
criteria tor prisoner 
employment in this sbop 

I. Ranse of hourly wages 
paid to prisoners in sbop 

J. Total sross vases paid to 
prisoners employed in this 
shop to date 

K. Number and annual cost ot 
state custodial statf 
assigned to this sbop 

L. Total'tunds deducted trom 
prisoner wages to date tor: 

1) victims' compensation 

2) room and board 

3) fam1ly support 

1&) other (specify): 

M. List all benefits offered 
to firm as an incentive 
to hire prisoners 
(e.g., space, equipment, 

tax credits, etc.) 

EMPLOYER A 

• to • • 
! • 
, , 
• • 

$ • 
• ! 

• ! 

! ! 
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APPENDIX 1 (oontinued) 

DESCRIPTIVE INFORMATIOII 

N. Benetit. provided to 
prisoners by .. ployer 
or oorreotional syst .. : 
(obeok all that apply) 

1) vacation witb pay 

2) siok leave witb pay 

3) bolidays witb pay 

.. ) workers oollPenaation 

5) special tood 

6) speoial .boua1Dl 

1) other (specify): 

_LOYBR A 

pLEAS~ RBTURR TO PART A, QUIS.1;lCII '2 (II PAQB 2 
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APPENDIX 2 

Please provide the lotormat1on requested below tor each sbop tbat produces soads or 
services tor tbe private sector it you answered ·yes" to Part A, question 12. (Please 
use extra sbeets ot paper it necessary to provide all lotormat1on tor all sbops that 
tit the det1n1t1on.) 

DESCRIPTIVE INFORMATION S.I~OP ________ _ 

A. Gross sales tor most recent t1scal ,ear (specify end1na date ot t1scal 
,ear_I_I_) 

B. Per"ent ot reported aross 
sales generated by private 
sector purchases 

C. List three larsest private 
sector customers 

SHOP ________ _ 

D. Type ot private sector lovolvement beyond purchase ot sbop output (cbeck all tbat appl~ 

Private sector bas provided: 

1) planninS assistance 
2) financial assistance 
3) raw materials 
4) production schedules 
S) quality control stand. 
6) equipment 
1) tralo1DS 
8) other (spec1ty): 

E. Date on wh1cb sbop besan 
sell1na to private sector 

F. Products or services 
provided by tb1s sbop 

-8-
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APPENDIX 2 (continued) 

DESCRIPTIVE INFORMATION SHOP ____ ----
SHOP _. _______ _ 

G. Institution in Wh1cb shop ls located (spec1ty lt sbop ___________ _ 

is outside tnat1tut1on) 
Instlt.Warden/S~perlntendent~ ________________________ _ 

H. Number ot prlsoners 
employed in this shop 
on 12/31/83 

I. Security claas1tlcatlon(s) or prlsoners ln this shop 

Ranse ot hourly wases pald J. 
I to I to prlaoners 10 thls shop • to I 

K. Total Sross wases .pald to 
prlsoners employed 10 thls 
shop slnce sales to prlvate I I 

sector besan 

L. Total tunds 6educted~om 
prisoner wases to date tor 

1) tederal locome tax • • 
2) state iDco- tax • • 
3) FICA • I 

4) v1ct1rla' compensatlon • I 

5) room and board I • 
6) taaa1ly support I • 
1) otber (speo1ty): I I 

(~ 
~~ 

-9-



$ 

APPENDIX 2 (continued) 

DESCRIPTIVE INFORMATION SHOP 

M. Benefits provided to 
prisoners employed in 
this shop (check all that 
apply): 

. 
1) vacation with pay 

2) sick leave with pay 

3) holidays with pay 

4) workers compensation 

5) special food 

6) special.housing 

7) other (specify): 

N. Aver8l/ie length of time 
prisoner employed in shop 

O. Program eligibility 
criteria for prisoner 
employment in this shop 

P. Number of civilian supervisory 
and administrative staft 
assigned to this shop on 
on 12/31/83 

----------------------

-10-

SHOP __________________ _ 

APPENDIX 2 (continued) 

DESCRIPTIVE INFORMATION SHOP_---------

Q. Total wages paid to civil
ian staff in this ~nop for 
most recent fiscal year _~._-----

R. Please attach an income statement 
for the most recent fiscal year for 
each shop described above 

SHOP ______ ----

PLEAS~ RETURN TO PART A, QUES~ION 13 ON PAGE 2 

-11~ 
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CRIMINAL JUSTICE ASSOCIATES 
BOX 125 

LAFAYETTE HILL, PA 19444 
(215) 828-8284 

PRIVATE SECTOR INVOLVEMENT IN THE EMPLOYMENT 
OF PRISONERS-

DIRECTOR'S QUESTIONNAIRE 

IF YOU NEED ASSISTANCE IN THE COMPLETION OF THIS QUESTIONNAIRE, PLEASE CONTACT 
JACK SCHALLER OR GEORGE SEXTON AT THE TELEPHONE NUMBER LISTED AT THE TOP OF 
THIS PAGE. 

1. How would you rank the importance of the following benefits which could 
result from private sector employment of state prisoners? 
(1=most important, 8=least important) 

___ Reduce cost of incarceration through wage garnishment 

Compensate crime victims through wage garnishment 

Increase level of support prisoners can provide to 
dependents 

___ Reduce prisoner idleness 

Provide additional revenue to state through wagE tax 
applied to prisoner salaries 

___ Provide income for prisoners 

___ Enhance post-release employment opportunities 

___ Other (specify) _______________ _ 

-Please do not provide information on. prisoners who are engaged in work 
release--employment or are on work furlough. 

A-12 
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-~-------~ - -- -~- ~ ----- ---------

2. It you wanted to encourage the private sector to employ prisoners, what 
incentives, it any, do you think the state should provide to attract 
businesses? (check all that apply) 

___ Tax credits 

___ Low intere~t loans 

___ Wase subsidies 

___ Loan suarant~es 

Space 

None 

___ Development srants 

___ Bidders preterence on 
state contracts 

--- Start 

___ Equipment 

___ Other (specity), _____________ _ 

3. Bow would you rank the interest ot prisoners in your correctional system 
in the tollowins types ot employment, assUlll.1ns that all ot these choices 
were availa~le within your system? (1 ahi&best iDterest, 7alowest interest) 

_______ Private sector owned and operated shops 
. . 

___ Prison industry shops sellina to the state 

___ Prison in~ustry shops sellina to private 
sectcr. customers 

Prisoner owned and operated businesses 

Institutional support/maintenance services 

--- Choose not to work at all 

___ Other (specity) ______________ _ 

~. How would yeu characterize the attitude ot your department's employees 
resard1na private sector involvement in the employment ot prisoners? 

___ S_~pport1ve 

___ Tolerant 

___ Opposed 

___ Other (spec1ty) ____________ _ 

- 2 -

5. 

I . ., 

Bow would you characterize your ~ level ot interest resardina private 
sector 1nvolvement in the employment ot prisoners? (Please check the 
one answer that best applies) -

(a) 

(b) 

(c) 

a., __ Very interested 

b • ____ S.~ewhat interested 

c. Not interested ---
d., __ Opposed 

It you personally have no interest or it you are opposed to private 
sector involvement in the employment ot prisoners, please list the 
.. Jor reasons tor this position. 

It you personally are interested in involvina the private sector 
in the employment ot prisoners 1n your correctional system, please 
list the .. Jor reasons tor this position. 

It you personally are interested in involv1ns the private sector 
in the emplo,..nt ot prisoners in your correctional system, please 
desor1be your plana (it any) tor do1ns so. 

-3-



------~ -- ----- --------
- - ~ -- ~ ----- ---------

6. Please list what you wculd expect to be the principal positive and negative 
impacts which private sector involvement in the employment of prisoners 
would have on your correctional system. 

POSITIVE NEGATIVE 

7. To which ot the following would you be likely to turn for assistance in 
involving the private sector in the employment ot prisoners? (check all 
that apply) 

Correctional industry statt EconOmic Development Agency 

___ Educational/voc. ed. statt 

___ . Custodial statt 

___ Institutional Management 

___ Central ottice statt 

___ S_~ate Labor Department 

___ Correctional Industry 
Advisory Board 

Other state agencies 
(specity) 

___ Chamber(s) o-:t~c-omm-e-r-c-e------

___ Other correctional statt Organized Labor 
(specity) ___________ Community agenCies 

___ Governor's ottice ___ Private business 

Attorney General's ottice ___ other(specity), ____ _ 

-4-
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CRIMINAL JUSTICE ASSOCIATES 
Box 125 

Lafayette Hill, PA 19444 

215/828-8284 

PRIVATE SECTOR INVOLVEMENT IN THE EMPLOYMENT 
OF PRISONERS· 

GOVERNOR'S QUESTIONNAIRE 

IF YOU NEED ASSISTANCE IN THE COMPLETION OF THIS QUESTIONNAIRE, PLEASE CONTACT 
JACK SCHALLER OR GEORGE SEXTON AT THE TELEPHONE NUMBER LISTED AT THE TOP OF 
THIS PAGE. 

1. How would you characterize the importance of work for state prisoners? 

a. __ _ Essential 

b. ____ Very important 

c. ___ _ Somewhat important 

d. ___ _ Not important 

2. Please rank the tollowing types of work for prisoners in their order of 
importance/interest 'to your administration. (1=most important 
4:least important) 

unpaid hard labor 

institutional support work· 

paid productive employment 

_~_ public works 

.Please do not provide information on prisoners who are engaged in work 
release-employment or are on work furlough.' 

- 1 -
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3. How would your administration rank the importance of the following benefits 
which could result from private sector employment of state prisoners? 
(l=most important, 8=least important) 

Reduce cost of incarceration through wage garnishment 

Compensate crime victims through wage garnishment 

Increase level of support prisoners can provide to 
dependents 

Reduce prisoner idleness 

Provide additional revenue to state through wage tax 
applled to prisoner salaries 

Provide income for prisoners 

Enhance post-release employment opportunities 

Other (specify) __________________________________ __ 

4. If your administration wanted to encourage the private sector to employ 
prisoners, what incentives, if any, would you provide to attract businesses? 
(check all that apply) 

Tax credits 

Low interest loans 

Wage subsidies 

Loan guaral'ltees 

Development grants 

___ Subsidized space 

Bidders preference on 
state contracts 

Free use of state owned 
equipment 

Other (specify) ____________________________ __ 

5. How would you characterize your administration's level of interest in the 
private sector as a provider of paid productive employment for state 
prisoners? (please check the ~ answer that best applies) 

a. ___ _ Very interested 

b. ____ _ Somewhat interested 

c. ___ _ Not interested 

d. ___ _ Opposed 

THANK YOU FOR YOUR COOPERATION IN THIS RESEARCH EFFORT 

CRIMINAL JUSTICE ASSOCIATES 
Box 125 

Lafayette Hill. PA 19444 

215/828-8284 

PRIVATE SECTOR INVOLVEMENT IN THE EMPLOYMENT 
OF PRISONERS-

LEGIS.~ATOR' S .. QUES.TIONNAIRE 

IF YOU NEED ASSISTANCE IN THE COMPLETION OF THIS QUESTIONNAIRE, PLEASE CONTACT 
JACK SCHALLER OR ·GEORGE SEXTON AT THE TELEPHONENUHBER LISTED AT THE TOP OF 
THIS PAGE. . 

1. How would you characterize tb, importance of work for state prisoners? 

a. __ _ Essential 

b. ____ Very important 

c. ____ S.~mewhat important 

d. ___ _ Not ~portant 

2. Please rank the following types of work for prisoners in their order of 
importance/interest to you. (l=most important 4=least important) 

unpaid hard labor 

institutional support work 

paid productive employment 

public works 

-Please do not provide information on prisoners who are engaged in work 
.release-emPiOyment or are on work furlough. 

- 1 -
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-~ -- ~-- ---

'3. How would you rank the importance of the following benefits which could 
result from private sector employment of state prisoners? 
(l=most important, 8=least important)· 

Reduce cost of incarceration through wage garnishment 

Compensate crime victima through wage garnishment 

Increase level of support prisoners can provide to 
dependents 

Reduce prisoner idleness 

Provide additional revenue to state through wage tax 
applied to prisoner salaries 

Provide income tor prisoners 

Enhance post-release employment opportunities 

Other (specity) _______________ _ 

4. If the legislature wanted to encourage the private sector to employ prisone~s, 
what incentives, if any, would you provide to attract businesses? 
(check all that apply) 

___ Tax credits 

______ Low interest loans 

______ Wage subsidies 

Loan guarantees 

Development grants 

___ S.~bsidized space 

___ Bidders preference on 
state contracts 

Free use ot state owned 
equipment 

None 
___ Other (specify), _____________ _ 

5. Is any legislation concerning private sector involvement in the employment 
ot prisoners now pending in your state legislature? 

, . 
_e __ YES NO 

It you answered yes, please identity the legislation and 
send a copy along with this completed questionnaire. 

-2-
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--- ----- ---------

6. How would you characterize your level of interest in the private sector 
as a provider of paid productive employment for state prisoners? 
(please check the ~ answer that best applies) 

a. ____ Very interested 

b. ____ Somewhat interested 

c. ___ _ Not interested 

d. __ _ Opposed 

THANK YOU FOR YOUR COOPERATION IN THIS. ,R~~ARCH EFFORT. 

-3-
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CRIMINAL JUSTICE ASSOCIAlES 
Box 125 

Lafayette Hill, PA 19444 

215/828-8284 

OPER. 

PRIVATE S!CroR IN\IOLVBENl' IN 'mE EMPIDYMENl' OF PRISOOERS 

PRIVATE SE:'lOR QUESTIOONAIRE 

OPERA'lORS 

If you need assistance in ~ ccmpletion of this questionnaire, please contact either 
JACK BalALLER or GIOCR2 SEX'n:N at the telephone number listed at the top of this page. 

PARr I - GENERAL BACI<G1alND INroR-P4'IOO --
1. Date oc::mpany started: I I 

2. Type of business: ~. A9mLY. svc. 

3. Products/services contracted: 

4. Type of canpany: Corp. Partnership Propriet. Non-Profit ---
5. Size of canpany: __ 

Other 

1-10 employees 

11-30 employees 

31-50 employees 

51-100 employees 

101-250 employees 

251-500 employees 

500 employees 

6. Background of chief executive officer: 

finance 

production 

marketing sales 

management/acininistration 

___ other (specify) : ____ __ 

7. Has em or senior management personnel operated a similar business in the past? 

8. Date oampany first hired prisoners: ----~/----~/-----

----------

o 
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N:lNE OF '!HE FO~ INFORMATION WILL BE 
MADE PUBLIC IN Nt ATI'RIBt11'ABLE roRM 

WITHOt11' YOUR WRITl'EN PERMISSIOO. 

-2- OPERe 

1. Total initial capi.tal investment required to start that part of your business that 
employs prisoners: 

2. 

3. 

4. 

$,------
(a) Of that total capital investment, percent provided by: 

department of oorrections 

canpany funds 

bank financing 

federal/state/local grants 

bonds 

personal investment 

other sources (specify) 

-------, 
-------, 
-------, 
-------, 

-------, 
-------, 
-------, 
-------, 
-------, 

Gross sales from prison based shop(s) for most recent fiscal year: 

$,------
Net profit from prison based shop(s) for most recent fiscal year: 

Total wages paid to prisoners to date: 

$,-----
$_-----

\ 

t 
I;· I ! 
~ 
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~ II - FINAOCIAL INroR-tATIOO (continued) 

s. 

6. 

Dm (R mE POLUJtlItG INroIfotATI~ WIU. BE 
MImE RJBLIC IN AN Nr1'RIBt1l'ABIB !OR4 

WI'l'!DlT lOOR WRl'rl'DI PER4ISSION. 

Prisoner wage tax withholdings to date: 

(a) 

(b) 

(c) 

federal inoane tax $ 

FICA $ 

state/local taxes $ 

Total number of cxmpany enpl.01ees: 

Total lUD1Iber of pr iGOner 811>loyees: 

Total number of oi vilian anployees: 

. Please provide a balance sheet and incane statement 
fran your last fisal year, if avaUable. 

PAR!' III - NrlTlUDINAL INroIfotATIOO --
1. What incanti ves, if any, would increase your canpany's interest in 811>101ing 

prisoners? (check all that apply) 

__ tax credits 

low interest loans --
__ loan guarantees 

__ developnent grants 

__ bidders preference CX\ state 
ccntracts 

__ none of the above 

__ other (specify) ___________________ _ 

OPER. 



--.. --------------~---------------------------------------------------------------------

-4-

~ III - ATI'I'IUDINAL INroR-1ATION (continued) 

2. What role, if any, should the federal government play in private sector 
employment of prisoners? (check all that apply). 

__ oversight to guarantee cx:mpliance 
with relevant federal laws 

__ certify initial cx:mpliance 
only 

__ loan guarantees 

_____ provide tax incentives 

OPER. 

__ no role at all __ preferential treatment for 
sales to federal agencies 

__ other (specify) _________________________ _ 

3. What role, if any, should state government play in employing prisoners? 
(check all that apply). 

__ source of labor for the private sector 

____ employ prisoners in state use industries 

__ provide incentives for private sector involvenent 

rone of the above --
__ other (specify) __________________ _ 

4. If the state were to offer incentives to the pr i vate sector to employ inmates, 
which type would be most attractive to your cx:mpany? 

-- incentives to increase potential for financial reward 

-- incentives to reduce financial and personal risk 

__ both equally important 

-- not interested in incentives for employing prisoners 

5. What do you see as the single most important incentive the state can offer to 
companies to increase the enployment of prisoners? 

6. What are your principal reasons for employing prisoners? 

-5- OPERa 
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CRIMINAL JUSTICE ASSOCIATES 
80x 125 

Lafayette Hill, PA 19444 

215/828-8284 

PRIVATE ~R INVOLVEMENT IN THE ~rr OF PRISOOERS; 

PRIVATE ~R c;uF.STIOOWURE 

CXNl'RACr CXMPANIES 

If yoU need assistance in the cx:mp1etion of this questionnaire, please contact either 
JACK SCfALLER or GEX)!GE SEX'lQl at the telephone number listed at the top of this page. 

1. Type of cxmpany: ___ Corp. ___ partnership ___ Propriet. ___ Non-Profit 

Other ---
2. Size of c:cmpany: __ _ 1-10 employees 

11-30 employees 

31-50 employees 

over 500 employees 

51-100 employees 

101-250 emp1qyees 

251-500 employees 

3. Date cxmpany first contracted with correctional agency: --..J/ __ ..J/ __ _ 

4. Type of work contracted to correctional agency: ______ ~. __ ..... AfHU:,y. ___ svt:. 

5. Specific products/services oontracted: _________________ _ 

6. Does}lOUr oanpany presently produce the products or services for which you are now 
contracting with the correctional agency? 

YES 

7. Has your oanpany ever produced these products or services in the past? 

YES 

.. 

o 



------ --- ~--

PARr II - A'rl'I'ruoINAL INFO~TION -- -2- c.c. -
1. What incentives, if any, WOUld encourage a business like l'Ours to contract with a 

correctional agency? (check all that apply) 

2. 

-- tax credits 

-- low interest loans 

__ loan C]Uarantees 

__ other (specify) 

__ developnent grants 

-- bidders preference on state 
contracts 

-- none of the above 

What role, if any, should the federal government play in private sector 
employment of prisoners? (check all that apply). 

-- oversight to quarantee canpliance 
wi th relevant federal laws 

__ certify initial canpliance 
only 

__ no role at all 

__ provide tax incentives 

-- preferential treatment for 
sales to federal agencies __ other (Specify) _________________________ _ 

3. What role, if any, should state government play in employing prisoners? 
(check all that apply). 

-- Source of labor for the private sector 

-- employ prisoners in 'state use industries 

-- provide incentives for private sector involvement 

-- none of the above 

_ other (Specify) __________________ _ 

4. If the state were to offer incentives to the private Sector to employ inmates, 
which type woUld be I1I:lSt attractive to l'Our ccmpany? 

. 
incentives be increase potential for financial reward --

-- incentives be reduce financial and personal risk 
-__ both equally important 

-- not interested in incentives for employing prisoners 

f 
I 
f 
I 
I· 
I 

I 
I 5. 

6. 

- ---~-

-3- c.c. 

see as the single roost important ~ncenti ve the state can offer be ~~e~be contract with correctional agencles? 

What is the single additional incentiv7 the state should offer to 
(a) 'es ~~ directly employ ~lsoners? induce cx:mpanl UJ 

What are your pr incipal reasons for contracting with a correctional agency? 



CRIMINAL JUSTICE ASSOCIATES 
BOX 125 

LAFAYETTE HILL, PA 19444 
(215) 828-8284 

PRIVATE SECTOR INVOLVEMENT IN THE EMPLOYMENT 
OF PRISONERS-

SUPERINTENDENT'S QUESTIONNAIRE 

IF YOU NEED ASSISTANCE IN THE COMPLETION OF THIS QUESTIONNAIRE, PLEASE CONTACT 
JACK SCHALLER OR GEORGE SEXTON AT THE TELEPHONE NUMBER LISTED AT THE TOP OF 
THIS PAGE. 

1. Please list both the positive and negative impacts which private sector 
involvement in the employment of prisoners has had in your institution • 

. POSITIVE NEGATIVE 

2. Please list the ways (if any) in which private sector involvement in 
the employment of prisoners has affected your institution's policies 
and procedures. 

3. On the institutional level, what has to be present to initiate private 
sector employment of prisoners? 

-Please jg~ provide information on prisoners who are engaged in work 
release employment or are on work furlough. 

" 

.. 

o 



4. 

5 •. 

6. 

7. 

What are the principle attributes of a successful private sector 
employment project? 

How would you rank the interest of prisoners in your institution's 
system in the following types of employment, assuming that all of' these 
choices were available within your system? (l=highest interest, 7=lowest interest) 

---Private sector owned 
and operated shops 

____ Prison industry shops 
selling to private 
sector customers 

Institutional Support/ ---
maintenance services. 

Prison industry shops ---
selling to the state 

---Prisoner owned and 
operated bUSinesses 

- Choose not to work at all 

_____ Other (specify) ________________________________________ __ 

How would you chal'acterize the attitude of your institutional employees 
regarding private sector involvement in the employment of prisoners? 

----Supportiv~ 
----Tolerant 

__ Opposed 

__ Other (specify ), ____________ _ 

How would you characterize your own level of interest regarding private 
sector involvement in the employment of prisoners? (Please check the 
~ answer that best applies) 

a._Very interested 

b. Somewhat interested 

c. Not interested 

d. Opposed 

8. 

9. 

Under what circumstances wou d you 1 expand private sector involvement 
in the employment of prisoners? 

terminate private sector involvement Under what circumstances would you 
in the employment of prisoners? 



INTERVIEW GUIDE 

CENl'RAL OFFICE STAFF 

~TE: ______________________________ ___ 

1. What were the principal reasons for involving the private sector in work 
projects? 

2. Where did the initial Unpetus for private sector involvement in prison work 
project (s) cane fran? 

3. Describe the process by which the private sector became invob.red with prison 
based work projects1 specifying key individuals and organizations involved, 
and the role of each. Identify roadblocks and/or problems. 

4. Describe the D.O.C.'s experience with private sector involvement in prison based 
work projects. HaS the project conformed to your plans? 

5. What have been the principal intended cm:1 unintended consequences and/or impacts 
of private sector work projects within the D.O.C.? 

6. What incentives (if any) have been given to the private sector firms involved with 
priSCX'l work projects? (Be specific and distinguish between incentives to 
employment vs contract node!.) 

7. Why did the department choose to get involved with the private sector in 
the particular manner or form that it has? (i.e., caltracting, employer, 
custaner, etc.)? 

8. What (if any) reactions are you aware of fran outside group{s) to the private 
sector's involvement with prison based work projects? 

9. Do you think that a prisoner's involvement with a private sector work project 
{either positive or ~(ative) will have an iITpact 00 his parole eligibility 
decisioo? 

10. What would you do differently if you had the chance to start allover again? 

probe in the following areas: 

·Planning Stage 
·Negotiating Agreements with Private Sector 
·preparing instituions and department staff 

and organization 

! ' " 

"Implanentation/Operations Phase 
·Outside "interest" groups: feds, 
labor, trade assoc., .canpetitors 

-~- --- -------------- -----------------

l. 

o 
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11. What is ~ur role in the department's pcivate sector work projects? 

(a) What issues do ~ becane involved with? 

Probe in the following areas: 

·P1aRning Stage 
·Negotiating Agreements with Private Sector 
·Preparin.g instituions and department staff 

and organization 

·Imp1ementation/Dai1y Operations 
• Outs ide "interest" groups 

12. Under what circumstances would }'OU expand the department's involvement with 
private sector work projects? 

13. Under what circumstances would }IOU terminate the department's involvement with 
private sector work projects? 

14. What specific plans does the department have regarding private sector 
work projects? 

15. Based up:::n ~ e:xper ience what kinds of things are essential for pr i vate sector 
work projects to be successful in corrections. 

·Planning support of Governor 
and Legislature 

• Insti tutioo and department 
preparation of staff and 
organizaticn 

Probe in areas of: 

·Outside "interest" group(s) 
·Negotiations with private 
sector 

·Daily Operations 

16. What do you see as the principal risks and rewarcs created by private sector 
involvement in prisoner employment for the State and for the private sector? 

17. What are your goals in involving the private sector in prisoner employment? 

,. 
". 

1. 

2. 

3. 

INTERVIEW GUIDE 

~~----------------
~~-------------

~~'-----------------
~~---------

Where did the initial ~tus foc your company to hire pcisoners come from? 

oattact/interviewer, ____________ , _______ _ ---
saneone else in c:xnpany' __________________ _ ---

__ O.o.c. ________________________ _ 
_____ Legislator' _______________________________ __ 

____ Governor: _______________________________________________ _ 

____ ~r ____ __ 

Describe the process by wich the oanpany became involved with priSCX1ers: 
Specify key irxUviduals arid ocganizatiaw involved, and the role of eacn. 
Identify roadblocks and/or problens: 

Describe the businesses' experience with a prisoner workforce to date: 

Yes No" Has the pcoject calformed to your plans? ___ __ 

(If Yes, why is it working well?) (If K\", wat is different and why?) 



4. 

5. 

6. 

5 

-2- PSO 

What are the unique advantages and disadvantages for a business like yours of 
hir ing a pc isoner wor kforce? 

DISAOVANrAGES 

What (if any) are the unique costs (not necessarily $) for a business like 
yours of hiring a prisoner work force? 

What (if any) reactions are you aware of fran outside groups to your cxnpany's 
hiring of prisoners? 
_____ ~titors ____________________________________________ __ 

____ ~~r __________________________________________________ _ 

__ Trade Assoc.;.. _____________________ _ 

____ ~~r __________________________________________________ _ 

No reactions -------
7. What are the differences (if ~y) between how your cxmpany operates with a 

prisoner work force and lx7w your canpany would operate with an entirely free 
world work force? 

8. What would you do differently if you had the chance to start allover again? 

9. What are the three nest important things which need to occur for yow: ccmpany's 
prison ~oject to beo3le more successful? 

1. 

2. 

3. 

-3- PSO 

10. What incentives (if any) have you received to hire prisoners? 

ll. If you were offered the opportW'lity, would you be interested in subcontracting 
wi th the Department of COrrections directly for (imate labor] (your productionl 
instead of EmPloying imates yourself as you do rDII? 

Yes:-__ No. __ _ 

Why? ____________________ ~ _________________________ _ 

If 1'1), Mlilt would it take to change your mind? (incentives/guarantees/assurances) 

Follow-up al the questiamaire as needed. 

} 

~ 
- ~""\. 



1. 

2. 

$ 

INTERVIEW GUIDE PSCS 

PRIVATE SB:'roR CXNl'RACT SHOPS 

~~-----------------
OOMPANY __________________ __ 

~-------------- ~~----------

Where did the initial ~tus for your company to contract with the D.O.C. 
cx:me fran? 

____ ~contact/interviewee _____________________________________ __ 

___ ~saneone else in canpany ___________________________________ _ 

___ ~D.O.C. _________________________________________________ _ 

___ ~Legislature ____________________________________________ _ 

___ ~Governor ________________________________________________ __ 

___ ~Other ________________________________________________ ___ 

Describe the process by which the company became involved with the D.O.C. 
Specify key iooividuals and organizations involved, and the role of each. 
Identify roadblocks aJ~/or problems: 

3. What were the principal reasons for your canpany's decision to contract with 
the D.O.C.? 

8. 

9. 

-3- PSCS 

Has your oampany received any incentives for contracting with the D.O.C.? 

Yes ------ No _____ _ 

If Yes, specify: _______________________ __ 

If you were offered the opportunity, would you be interested in actually 
operating the shop for whose output you have contracted, with you as the 
employer of the inmates instead of the state? 

Yes ------
No _____ _ 

Wh~ ________________________________________________ _ 

If initial answer was No, what would it take to make you change your mioo? 
(any incentives/guarantees/assurances) 

If initial answer was Yes, was this an optim that was available to you when 
you set up the cxmtract, aOO if so, why didn't you choose it? 

What do you think could be the principle advantages aOO disadvantages of 
employing prisoners yourself as opposed to your present contracting role? 

Follow-up Q'l the questionnaire as needed. 



• 

INTERVIEW GUIDE 

PRISCHm - N:>RKER 

STATE: --------------------
mDP: __________________ _ 

DA'lE C!' ~: _ ..... /'__--'-1 __ 

I. Explain that the Fed. IXll. is sponsoring this study. 

II. Describe p.trp:lSe of study. 

III. Explain what the interview is about, what it will cover and how lCl'l9 it 
will take. 

IV. Explain "safeguards": 
whatever they say will not be linked to them 
whatever they say will not be used against them 
whateve,r they say is unlikely to ~ove their oondi tion. 

1. Why have }'CU chosen to work at all while }Ql're in pcison? _______ _ 

2. Have}'CU axne to work here voluntarily? ___ _ 

3. Why did }'CU choose this particular shop? ________________ _ 

4. Asslllling that }'CU CDlld c:hoase frQll among any of the follcwing three jobs at this 
institution, which wcul.d }'CU pick first? (Put a "1" in frent of the choice.) 

Private sector owned and operated shops 
Pr ison !nSustry shops selling to the state 
Prison industry shops selling to private sector custaners 

Whldi ate would be }'Qlr next choice? (Put a "2" in frent of the choice.) 
(Dut a "3" in frent of the choice.) 

5. Why this «der of choic:es? ______________ ...;..... _________ _ 

b 
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6. Do you see any differences between private sector industries and the IOOre typical 
prison industries run bf the state? -----------------------------------

7. We ~uld like to know sanething about whether cc oot earning lOOney here has had 
any effect 0'1 your life. Would you say that earning a salary in this shop has 
chang~: 

the kinds of things ~u bJy? 
your way of handling lOOney? 
friendships with other inmates? 
relations with shop superintendent? 
relations with custodial staff? 
(bf type?) 
any outside relationships? 
your plans after release? 
Any other things which you think have changed as a result of ~urearning a salary? 

FOR FAa! STA'mtENT ANSWERED YES, G:) BACK AND PROBE FOR DETAILS (HOW, WHY, E'It:.). 

8. Bow do you feel about the salary deductions taken fran your pay? 

Would you ~rk here anyway even if the pay was no IOOre than what ~u could 
make in traditional prison industries? 

____ YES ___ N::> 

9. Do you feel that earning a regular salary has increased ~ur financial 
responsibilities in any way? e.g., pay back loans, support family, etc. 

10. 00 the staff at the institution treat ~u any differently now that you'ce \ttOrking 
here? 

___ YES ____ N::> 

If YES, how? ------------------------------------------------------

-3-

11. What do ~ have to do to get picked to \ttOrk here? 

12. HOW did you get ~r job? 

t' , te in, but ~~ot because of 
13. Are there any programs you \1iIOUld like to par lClpa 

14. 

15. 

16. 

your wor k hoUrs? YES tV 

vocational Education ACademic ---
eounsel 

Other: __ -----------------

Do you plan to look for a job like this one when you get out? 

YES tV ---
th

e three ll'OSt important advantages of working for the 
What 00 you see as 
private sector? 

(1)_-----------
(2)_------------------
(3)_-------------~----
What disadvantages 00 you see to this kind of employment? 

", 
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1.. 

2. 

~I 

.'c 3. 

4. 

5. 

$ 

FINANCIAL INFORMATICN 

Gross Salary: 

Net Salary: 

Ho~ long have ~ been working in t.1-tis shop? 

I;IOW much. of your pay do you spend on personal purchases 
1n a typ1cal \to'eek (e.g., oomnissary, mail order, etc.)? 

~OW much of the total salary you have earned on this 
Job have you saved? 

Are you providing any family support? 

___ YES ___ 00 

(a) If ns, how mue." of your salary have you paid 
in family support so far? 

Have you been sentenced to make restltution? 

___ YES ___ 00 

(a) If ns, how much of your salary have you paid 
in restitution so far? 

-4- EL!! 

Circle One 
week ] 

$ _____ ncnth] 

$_----

____ ---:ncnths 

$_----

$_----

$_----

$_----

, . 
INSTITUTIONAL WARDEN 

What are the positive and negative impacts which private sector involvement in the 
employment of prisoners has had in your institution? 

2. Has private sector involvement in the employment of prisoners affected your institutions'f 
policies and procedures? If so, how? 

On the institutional level, what has to be present to initiate private sector employment 
of prisoners? 

What are the prinCiple attributes of a successful private sector employment project? 

How would you rank the interest of prisoners in your institution's system in the followin~ 
types of employment, assuming that all of these choices were available within your system~ 
(1=highest interest, 7=lowest interest) 

·Private sector owned 
and operated shops 

·Prison industry shops 
selling to the state 

·Prison industry shops 
selling to private sector customers 

·Prisoner owned and 
operated businesses 

·Choose not to 
work at all 

·Institutional support/ 
maintenance services 

·Other 
(Specify) 

What (if any) are the prinCiple differences between the private sector shop(s) in your 
prison and other work assignments available to prisoners? 
Probe for wages, physical environment, schedule, special privileges. 

What are your duties and responsibilities regarding the private sector shop(s)? 

What are your goals in involving the private sector in prisoner employment? 

How are utilities allocated? 

How many inmates could ultimately be employed by the private sector in your facility? 

What factors currently limit achievement of this numerical goal? 

Under what circumstances would you expand private sector involvement? 

Under what oircumstances would you terminate private sector involvement in the employment 
of prisoners? 
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