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 Seven percent of the 1.5 m�ll�on pr�son-
ers �n the Un�ted States are held �n 
pr�vately operated pr�sons, accord�ng to 

the most recent survey of pr�sons publ�shed 
by the Bureau of Just�ce Stat�st�cs.1 At m�d-
year 2006, there were 84,867 State �nmates 
and 27,108 Federal �nmates �n pr�vately oper-
ated pr�sons—a 10-percent �ncrease over the  
prev�ous year.

The overall percentage of adults �n pr�vate 
pr�sons �s relat�vely small, but the actual 
�mpact for some States may be much  
greater. An art�cle �n The New Mexican, for 
example, suggested that New Mex�co was 
overpay�ng m�ll�ons of dollars to pr�vate pro-
v�ders that were hous�ng more than 40 per-
cent of the State’s �nmate populat�on.2 

Thus, �t �s v�tal that pol�cymakers have the 
best poss�ble cost and qual�ty �nformat�on 
when they are mak�ng dec�s�ons regard�ng 
pr�vat�z�ng pr�sons �n the�r jur�sd�ct�on. But 
what cr�ter�a should pr�son adm�n�strators  
and pol�cymakers use when mak�ng cost  
and qual�ty evaluat�ons? 

To help answer these quest�ons, the 
Nat�onal Inst�tute of Just�ce (NIJ) assembled 
researchers, pr�son off�c�als, pr�vate serv�ce 
prov�ders, and proponents and opponents 
of pr�son pr�vat�zat�on on March 28, 2007, 
to d�scuss th�s compl�cated and often con-
trovers�al �ssue. At the core of the meet�ng 
was a rare occurrence: two cost and perfor-
mance analyses of the same four pr�sons—
one pr�vately operated and three publ�cly  
operated—w�th d�fferent f�nd�ngs. The  
two reports are referred to �n th�s art�cle  
as the “Taft stud�es.”3

One of the Taft stud�es was conducted by 
Doug McDonald, Ph.D., pr�nc�pal assoc�ate 
w�th Abt Assoc�ates Inc. (referred to as the  
“Abt report”).4 The other study, funded by 
the Bureau of Pr�sons (BOP), had two com-
ponents: a performance or qual�ty analys�s 
conducted by Scott Camp, Ph.D., a sen�or 
research analyst �n BOP’s Off�ce of Research 
and Evaluat�on,5 and a cost analys�s conduct-
ed by Jul�anne Nelson, Ph.D., an econom�st 
w�th the Center for Naval Analyses (referred 
to collect�vely as the “BOP report”).6
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Average Per Diem Costs Per Inmate (in dollars) for FY 1999–2002

FY 1999 FY 2000 FY 2001 FY 2002

Abt BOP Abt BOP Abt BOP Abt BOP

Publicly operated prison 

 Elkton $39.72 $35.24 $39.77 $34.84 $44.75 $36.79 $46.38 $40.71

 Forrest C�ty  39.46  35.29  39.84  35.28  41.65  37.36  43.61  38.87

 Yazoo C�ty  41.46  36.84  40.05  34.92  43.65  37.29  42.15  38.87

Privately operated prison

 Taft  33.82  34.42  33.25  33.21  36.88  37.04  38.37  38.62

The Taft stud�es offer the research and pub-
l�c pol�cy commun�t�es a rare opportun�ty 
to cons�der the d�fferent approaches that 
were used, why the results were d�fferent, 
and how th�s can �nform not only the pr�son 
pr�vat�zat�on debate, but �n many ways, the 
government outsourc�ng, or pr�vat�zat�on, 
�ssue �n general. 

Making Prison  
Privatization Decisions

Although every jur�sd�ct�on has �ts own  
econom�c and manager�al �d�osyncras�es,  
lessons learned from the Taft stud�es and 
the NIJ meet�ng may help adm�n�strators 
and publ�c pol�cy analysts avo�d m�stakes 
that could lead to h�gher taxpayer costs  
and poss�ble d�re consequences of poor  
performance. These lessons �nclude:

■ Cost compar�sons are dece�v�ngly com-
plex, and great care should be taken  
when compar�ng the costs of pr�vately  
and publ�cly operated pr�sons.

■ Spec�al care should be g�ven to an  
analys�s of overhead costs.

■ A un�form method of compar�ng  
publ�cly and pr�vately operated pr�sons  
on the bas�s of aud�ts should be  
developed.

■ Quant�tat�ve measures of pr�son perfor-
mance, such as ser�ous m�sconduct  
and drug use, should be �ncorporated  
�n any analys�s.

■ Future analyt�cal methods could  
allow s�multaneous cost and qual�ty  
compar�sons.

Someone not fam�l�ar w�th the l�terature on 
pr�son pr�vat�zat�on m�ght assume that cost 
compar�sons are accompl�shed w�thout 
controversy or amb�gu�ty. One key lesson 
learned from the Taft pr�vat�zat�on stud�es �s 
that compar�sons are not as s�mple as m�ght 
be presumed.

Cons�der, for example, per d�em (or da�ly) 
costs. The chart below l�sts the per d�em 
costs, �n dollars, as analyzed by the Abt and 
BOP researchers for the three publ�cly oper-
ated pr�sons and Taft, the pr�vately operated 
fac�l�ty, for f�scal years 1999–2002.

Accord�ng to the Abt analys�s, the Taft fac�l-
�ty was cheaper to run, every year, than the 
three publ�cly operated fac�l�t�es. In 2002, for 
example, Abt reports that the average cost 
of the three publ�c fac�l�t�es was 14.8 per-
cent h�gher than Taft. 

The BOP analys�s, however, presented a 
much d�fferent p�cture. Accord�ng to the 
BOP researchers, the average cost of the 
publ�c fac�l�t�es �n 2002 was only 2.2 percent 
h�gher than Taft. 

Why were the Abt and BOP cost analyses 
so dramat�cally d�fferent? And, �mportantly, 
what pol�cy �mpl�cat�ons does th�s have?

One key lesson learned from the Taft  
privatization studies is that cost comparisons  
are not as simple as might be presumed.



N I J  J o u r N a l  /  I s s u e  N o .  2 5 9

34

There are two pr�mary reasons why the cost 
analyses were d�fferent: (1) the way �nmate 
populat�on s�zes were treated, and (2) what 
was �ncluded �n overhead costs. 

W�th respect to �nmate populat�ons, Taft had 
on average approx�mately 300 more �nmates 
each year than the three publ�cly operated  
pr�sons throughout the study per�od. There-
fore, the pr�vate serv�ce prov�der for Taft 
benef�ted from econom�es of scale that 
reduced average costs. To adjust for such 
econom�es of scale, the BOP researchers 
made adjustments to the expend�tures. 

Abt, �n �ts analys�s, however, d�d not  
cons�der econom�es of scale, choos�ng, 
�nstead, to use the actual average per d�em 
amount that BOP pa�d the Taft contractor.  
In other words, BOP est�mated what  
expend�tures would have ex�sted for  
�dent�cally s�zed pr�sons, and Abt based  
�ts analys�s on actual expend�tures.

McDonald, the researcher who performed 
the Abt analys�s, argues that h�s approach—
us�ng actual costs that BOP pa�d to have 
a pr�vate contractor operate Taft—y�elds a 
more tell�ng compar�son. Although the BOP 
researchers d�sagree, th�s leads to one of 
the pr�mary po�nts of th�s art�cle, wh�ch �s to 
rem�nd pol�cymakers and others �nterested 

�n the pr�son pr�vat�zat�on �ssue that mak�ng 
cost compar�sons �s not a s�mple matter  
of ar�thmet�c.

What Should Be Included  
in Overhead Costs?

Pr�son costs compr�se:

■ D�rect operat�ons costs, such as staff  
salar�es, �nmate food, med�cal care,  
and other serv�ces. 

■ Ind�rect (overhead) costs, such as  
reg�onal and central off�ce superv�s�on, 
computer serv�ces, plann�ng, and budget 
development. 

W�th respect to overhead costs, d�fferent 
approaches by the two research groups  
led to d�fferent f�nd�ngs. Bas�ng �ts analys�s 
on the extent to wh�ch the government 
actually prov�ded resources to support the 
Taft operat�on, Abt concluded that only a 
bare m�n�mum of support was prov�ded. 
Therefore, the Abt analys�s reported a  
100-percent sav�ngs of �nd�rect, overhead 
costs for Taft dur�ng the t�me per�od �n the 
study. BOP, on the other hand, assumed  
that most overhead costs (plann�ng, aud�t-
�ng, and other central and reg�onal opera-
t�ons) could cont�nue to be �ncurred by the 
government, even �f a pr�vate company 

HOW DID WE gET THE BENEFIT OF TWO STUDIES?
Due to the sheer expense of conduct�ng evaluat�on stud�es, �t �s a rare occurrence 
to have compet�ng research analyses l�ke those d�scussed �n th�s art�cle. To under-
stand how th�s happened, some h�stor�cal perspect�ve �s �n order.

In 1996, the U.S. House of Representat�ves d�rected the U.S. Bureau of Pr�sons 
(BOP) to perform a 5-year pr�son pr�vat�zat�on demonstrat�on project of the low- 
and m�n�mum-secur�ty pr�sons �n Taft, Cal�forn�a. BOP awarded a 10-year contract 
to the Geo Group (formerly Wackenhut Correct�ons Corporat�on), wh�ch oper-
ated the fac�l�t�es from 1997 to 2007. The contract was then recompeted, and a 
new contract to run the Taft pr�sons was awarded to Management and Tra�n�ng 
Corporat�on.

Although the U.S. Congress d�d not request a formal evaluat�on of the Taft fac�l�-
t�es, BOP leadersh�p dec�ded that an evaluat�on of cost and qual�ty would help 
them make better dec�s�ons regard�ng pr�vat�zat�on. BOP funded the Nat�onal 
Inst�tute of Just�ce to secure proposals for an evaluat�on of Taft and s�m�lar BOP 
fac�l�t�es. Abt Assoc�ates won that compet�t�on and conducted the study. BOP’s 
Off�ce of Research conducted �ts own �ndependent study �n order to understand 
how to conduct th�s new type of research.
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was operat�ng the pr�son. Therefore, the 
BOP researchers appl�ed a 10–12 percent 
overhead rate (the average for BOP pr�sons 
dur�ng the 1998–2002 Taft study per�od), 
calculat�ng pr�vat�zat�on sav�ngs of 35 per-
cent of overhead for that 5-year per�od. Here 
aga�n, BOP est�mated the costs that the 
government would have �ncurred by central 
adm�n�strat�on, and Abt presented only what 
was reported.

One can ant�c�pate that underly�ng assump-
t�ons regard�ng overhead costs w�ll have  
s�gn�f�cant �mpl�cat�ons for bottom-l�ne  
est�mat�ons of costs and sav�ngs. As  
prev�ously d�scussed, the assumpt�ons  
made by Abt led to a f�nd�ng of much  
less overhead for the Taft pr�vate prov�der, 
suggest�ng that the government could  
save a great deal of money by pr�vat�z�ng 
pr�sons. The assumpt�ons underly�ng the 
BOP analys�s were d�fferent, however, and 
led to a less sangu�ne conclus�on. Unless 
pol�cymakers are m�ndful of these subtlet�es 
�n bas�c assumpt�ons, they are not l�kely to 
delve so deeply—or even be presented w�th 
th�s level of deta�l—when cons�der�ng tax-
payer benef�ts of pr�son pr�vat�zat�on.

At the March 2007 NIJ meet�ng, Mark 
Cohen, Ph.D., an econom�st at Vanderb�lt 
Un�vers�ty, presented data show�ng that 
pr�vately operated (and somet�mes pr�vately 
f�nanced) pr�son systems have lower costs 
over t�me than publ�cly operated pr�son 
systems. Although th�s may be true as an 
overall average, �t �s not necessar�ly true for 
a part�cular jur�sd�ct�on. Any pr�son adm�n�s-
trator or other pol�cymaker cons�der�ng pr�va-
t�zat�on would be well adv�sed to cons�der 
the spec�f�c analyt�c assumpt�ons underly�ng 
the stud�es.

Performance: Contract  
Compliance vs. Auditing

Performance �s a v�tal part of any pr�son 
pr�vat�zat�on d�scuss�on. In many jur�sd�c-
t�ons, a truly accurate compar�son of  
pr�vately versus publ�cly operated pr�sons  
�s hampered by d�fferent performance  
yardst�cks. A pr�vately operated pr�son, 
such as Taft, has a contract; performance, 
therefore, can be measured by compl�ance 

w�th spec�f�c contract terms (wh�ch, of 
course, can vary from contract to contract). 
BOP-operated pr�sons, on the other hand, 
measure performance through an aud�t�ng 
procedure called program rev�ew.

Because no method ex�sted for measur�ng 
publ�cly and pr�vately operated pr�sons on 
many d�mens�ons for performance, both 
of the Taft stud�es have l�m�tat�ons. Unt�l a 
common yardst�ck ex�sts, any analys�s w�ll 
not be as r�ch as �t could be. Nonetheless, 
�t �s �mportant to make whatever perfor-
mance analyses are poss�ble—�n areas such 
as safety, med�cal care, programm�ng, and 
rehab�l�tat�on serv�ces—when cons�der�ng 
pr�son pr�vat�zat�on.

In the Taft compar�son stud�es, the Abt 
researchers f�rst looked at 19 funct�onal 
areas—�nclud�ng food serv�ces, health care, 
safety, and secur�ty—that were spec�f�ed 
�n the Taft pr�vate-serv�ce prov�der contract. 
The contract had a scor�ng system, upon 
wh�ch poss�ble bonuses and poss�ble  
deduct�ons would be based:

■ Unsat�sfactory = 0 

■ Marg�nal = 1

■ Fa�r = 2

■ Good = 3

■ Excellent = 4

■ Outstand�ng = 5

Over the f�rst 5 years of �ts contract (1997–
2001), the Taft pr�vate prov�der rece�ved a 
rat�ng of 2.5; dur�ng the 2002–2004 contract 
per�od, the average rat�ng was 2.8, wh�ch 
resulted �n a poss�ble award fee of nearly  
50 percent of the amount allocated.

There are two primary reasons why the cost  
analyses were different: (1) the way inmate  
population sizes were treated, and (2) what  
was included in overhead costs.
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In the�r performance analyses, both the  
BOP and the Abt researchers also looked  
at m�sconduct, compar�ng assaults at the 
Taft fac�l�ty to assaults at 20 publ�cly operat-
ed low-secur�ty pr�sons. Both reports found 
that the Taft assault rate was lower than the 
average of the 20 pr�sons; w�th respect to 
the four fac�l�t�es �n the Taft stud�es, Elkton 
had an assault rate s�m�lar to what would 
have been expected based on �ts �nmate 
compos�t�on; Forrest C�ty, Yazoo C�ty, and 
Taft had lower than expected assault rates 
(Yazoo C�ty was the lowest).7

The researchers also cons�dered drug  
use, escapes, �nmate gr�evances, and 
access to med�cal care �n the�r performance 
analyses. Dur�ng the study per�od, Taft  
had a very h�gh drug-use rate compared  
to the 20 BOP-operated low-secur�ty  
pr�sons. Abt noted two escapes at Taft 
and only two �n the BOP pr�sons; the BOP 
researchers reported the same two Taft 
escapes, but also noted a d�sturbance at Taft 
that �nvolved 1,000 �nmates who refused to 
return to the�r cells for the 10 p.m. count.

W�th respect to access to med�cal care, 
the researchers found that the Taft �nmates 
were more l�kely to see a phys�c�an than 
�nmates �n the 20 BOP-operated pr�sons. 

Despite Differences,  
Lessons Learned

Desp�te d�fferences �n the approaches  
and assumpt�ons used by Abt and BOP �n 
the Taft stud�es, these reports represent  
two of the best pr�son pr�vat�zat�on analyses 
performed so far. Adm�n�strators, pol�cy  

analysts, and researchers look�ng at pr�son 
pr�vat�zat�on and the larger publ�c pol�cy 
�ssue of government outsourc�ng would  
benef�t from a closer cons�derat�on of the  
full reports.
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