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Executive Summary

Serious crime in the United States exploded during the 1960s and 1970s. It began to level off
during the 1980s and has actually declined in the 1990s; however, the rate of serious crime remains three

times higher than in 1960.

One reason: all too often crime pays. One measure of the potential cost of committing crimes is
“expected punishment.” Roughly speaking, expected punishment is the number of days in prison a crimi-

nal will serve for each crime. For example:

® Burglars face expected punishment of only six days since burglars as a group spend only six

days in prison for each burglary committed.

® Thus a rational criminal will consider a burglary profitable if the stolen goods are worth more
than six days behind bars.

® The expected punishment for murder is 2.1 years, for rape 93 days, for robbery 36 days and for
aggravated assault 11 days.

® For the four crimes of violence and burglary, taken as a whole, expected punishment is only 17

days.

Crime increases when expected punishment declines. Between 1950 and 1980, expected punish-
ment for crimes of violence and burglary declined more-or-less continuously from seven weeks to 10 days
— an 80 percent decline — and the serious crime rate more than quadrupled during those years. In the
1980s, expected punishment began to increase, accompanied by the leveling off and then a decline in the
serious crime rate. Still, the probability of punishment remains far below what it was through the 1950s.

The experience of our two most populous states — California and Texas — confirms the negative

association between crime and expected punishment.

® During the 1980s, California increased its prison population at a rate faster than the nation and

experienced a decline in serious crime relative to that of the nation.

® Texas, meanwhile, lagged in the growth of its prison population and its rate of serious crime

shot up relative to that of the nation.

® The opposite has occurred during the 1990s, as Texas has enjoyed a 21 percent decline in

serious crime while sharply increasing its prison population to the highest rate in the nation.

® During the same period, the growth in California’s prison population has leveled off and now

trails the national average, and California has made no progress against serious crime.

The cost of building and maintaining prisons is high, but studies indicate that the cost to society of
not doing so is even higher. Rising prison costs can be reduced by privatizing prison construction and

operation, as well as by employing prisoners in both state and private enterprise jobs.



“The serious crime rate
exploded during the 1960s
and 1970s.”
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Introduction: Crime in America

America is burdened by an appalling amount of crime and by the fear
that it spawns. A 1994 Associated Press poll found that 52 percent of men
and 68 percent of women are personally afraid of becoming victims. Sense-
less savagery occurs every day, providing rich justification for these fears.
Most people have been victims of serious crime or have a family member who
has.

® In 1992, an estimated 6.6 million Americans were victims of
violent crimes.!

® In that year, 1.2 million Americans were robbed, and nearly one-
half million of the robbery victims were injured.2

® Over a lifetime, the average man in our society has an 89 percent
probability of being a victim of an attempted crime of violence and
the average woman has a 73 percent probability, although half of
the attempts are not completed.3

® A murder is reported to the police every 21 minutes, a forcible rape
every 5 minutes, a robbery every 48 seconds and an aggravated
(serious) assault every 28 seconds.*

® A motor vehicle theft is reported to the police every 20 seconds, a
burglary every 11 seconds and a larceny-theft every 4 seconds.>

Figure I shows crimes of violence (murder, rape, robbery and serious
assaults) and burglary per 1,000 population since 1950. These rates rose
slightly during the 1950s and then exploded during the 1960s and 1970s,
increasing the serious crime rate fourfold. In the 1980s and 1990s, however,
serious crime reported to the police has leveled off and even shown signs of
falling. For example, the FBI has found that the burglary rate is down
30 percent over the last 20 years.6 In 1994, violent crime was down another
4 percent from the previous year and property crime, including burglary, was
down 3 percent.”

Crimes reported to the FBI or to state agencies — murder/
nonnegligent manslaughter, forcible rape, robbery, aggravated assault, bur-
glary, larceny/theft and motor vehicle theft — are compiled in the FBI Index
of Crime and are sometimes referred to as “index crimes.” In addition to these
FBI crime statistics, another major source of information on the amount of
crime is the National Crime Victimization Survey (NCVS), which records the
amount of crime according to the victims — not all of whom had reported the
crime to the police.® Since fewer than four of every 10 crimes are reported,
the NCVS is thought to be the best estimate of true amount of crime. It does
not measure murder, however, and there are other differences that allow the
two indexes to diverge. According to the survey, the rate of victimization has
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FIGURE I

Serious Crimes Reported to the Police,
United States, Selected Years, 1950-94
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“In the 1980s and 1990s,
serious crime reported to the
police has leveled off and
even shown signs of falling.”

been falling steadily for 20 years [see Table I]. More than one of every three
households was victimized by crime in the early and mid-1970s, but now
fewer than one in four is. However, the numbers of violent crimes have
remained high, and the FBI Index of Crime shows that the serious crime rate
rose from 14.3 per 1,000 population in 1970 to 22.8 in 1980 before beginning
to decline.

The NCVS shows that household willingness to report crime to the
police has risen since 1973 from 32.4 percent of crimes to 38.7 percent, nearly
a 20 percent increase.? Studies show that reporting itself discourages crimes.10
Some of the movement in the FBI numbers on serious crimes no doubt reflects
this increased willingness to report to the police, as well as recording and data
management improvements by police organizations. Therefore, the recent
decline in reported crime probably understates the decline in actual crime.

Still, the serious crime rate today is about three times higher than it was
in 1960. [See Figure 1.] Let’s consider why.




“Surveys of victims indicate a
falling rate of serious crime
over the past 20 years.”
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TABLE I

Serious Crimes Based

on Surveys of Victims
(per 1,000 persons age 12 and older)

Violent + = Serious
Crimes Burglaries Crimes
33 39 72
33 40 73
33 40 73
33 39 72
34 39 73
34 38 72
34 37 71
33 38 71
35 40 75
34 35 69
31 32 63
31 29 60
30 29 59
28 28 56
29 29 58
30 29 59
30 27 57
30 25 55
32 25 57
32 23 55

Calculated from Bureau of Justice Statistics, Criminal Victimization in the
United States: 1973-92 Trends, A National Crime Victimization Survey
Report, July 1994, NCJ - 147006, pp. 9 and 105.
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“Most crimes are not
irrational acts.”

Thinking About Crime

Most crimes are not irrational acts. Instead, they are acts freely com-
mitted by people who compare the expected benefits to the expected costs.!!
The reason we have so much crime is that, for many people, the benefits
outweigh the costs. For some, criminality is more attractive than their other
career options. The loss of inner-city, two-parent families to the welfare state
and the “me first” culture also has spawned more teen predators than ever
before.12

Because criminals and potential criminals rarely have accurate infor-
mation about the probabilities of arrest, conviction and imprisonment, they are
generally uncertain of the punishment they can expect. Some overestimate
their probability of success, while others underestimate theirs. Despite the
element of subjectivity, the evidence shows that crime will increase if the
expected cost to criminals declines. This is true for crimes of passion as well
as economic crimes such as burglary or auto theft. The less crime costs, the
less people try to control their impulses.

The view that potential criminals respond to incentives is consistent
with public opinion!3 and with the perceptions of potential criminals them-
selves.14 It also is supported by considerable statistical research.!5

Expected Punishment

“Expected punishment” is a way of measuring the cost of committing a
crime. It is not the same as the length of time criminals stay in prison. Rather,
expected punishment is calculated by multiplying four probabilities — of
being arrested for a crime after it is committed, of being prosecuted if arrested,
of being convicted if prosecuted and of going to prison if convicted — and
then multiplying the product by the median time served for an offense.

Limited data restrict the calculation of these detailed probabilities to a
few years, the most recent being 1990, but they illustrate how the product of
these probabilities results in low odds of prison time and therefore low ex-
pected punishment. Consider the details for burglary.

Expected Punishment for Burglary. In the United States, about half
of all burglaries are reported to the police, according to the National Crime
Victimization Survey. As shown in Figure II, therefore:

® For every 100 burglaries committed, about 50 will be reported to
the police.

® FBI data show that about 13 percent of reported burglaries will be
cleared by arrest, or about 6.5 burglaries out of the 50 reported.
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FIGURE 11
The Crime Funnel for Burglars
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® The 1990 data on tracking offenders [see Table II] shows that about
nine out of every 10 arrests for burglary will be prosecuted, or 5.9

out of 6.5.
“Once a burglary is reported,

the odds of going 1o prison ® Just over half of the 5.9 prosecutions will result in felony convic-
are less than 3 in 100. tions, or 3.1 felony convictions out of 100 burglaries.

@ Of these convictions, 1.3 felons will be sent to prison while the
remaining 1.8 will receive probation, fines or jail time.

Thus, the overall probability of doing any prison time for committing a
burglary is only 1.3 percent [Figure II]. (Since only about half of all burglaries
are reported to the police, the odds of going to prison once a burglary is re-
ported rises to 2.6 percent, as shown in Table II.)

Once 1n prison, a burglar will stay there for a median sentence of about
15 months. But since only 1.3 of 100 burglaries result in prison time, the
median prison term per act of burglary (both reported and unreported) is only

TABLE II

The Criminal Justice Process for Index Crimes in the 1990s

(1) 2) 3 C)] (5)
Probability of Probability of Probability of Probability of Overall
Arrest If Crime Prosecution  Felony Conviction PrisonIf Con- Probability

Reported to Police! _If Arrested?  _If Prosecuted victed of a Felony? of Prison®

Murder/Nonnegligent

Manslaughter 65.6 % 90.0% 67.0% 85.0% 33.6%
Rape 52.8 80.0 50.0 76.0 16.1
Robbery 23.5 85.0 45.0 69.0 6.2
Assault 55.5 81.0 27.0 31.0 3.8
Burglary 13.1 90.0 53.0 42.0 2.6
Larceny/Theft 19.8 89.0 43.0 28.0 2.1
Motor Vehicle Theft 13.6 71.0 50.0 28.0 1.4

1 Federal Bureau of Investigation, Crime in the United States, 1993, p. 208.

2 Bureau of Justice Statistics, Tracking Offenders, 1990, p. 2 (based on 11 states representing 32 percent
of the nation’s population).

3 1bid., p. 5.
4 Ibid., p. 8.

5 Column (1) x (2) x (3) x (4).
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Murder/Nonnegligent
Manslaughter

Rape
Robbery

Aggravated
Assault

Burglary

The Decline in Arrest Clearance Rates

1950 196 1970 1980 1990 1993
94.0 % 92.0% 86.0% 72.0% 67.2% 65.6 %
80.0 73.0 56.0 49.0 52.8 52.8
44.0 39.0 29.0 24.0 24.9 23.5
77.0 76.0 65.0 59.0 57.3 55.5
29.0 30.0 19.0 14.0 13.8 131

Note: More than 14 million crimes reported each year to the police are Index crimes against person and property. In 1993,
only about 2 million police arrests were for serious Index crimes. The table shows the decline in the probability of arrest
for each Index crime since 1950 (the so-called clearance rate). For example, a murderer had only a 6 percent chance
of avoiding arrest in 1950 but now has a 34 percent chance.

Source: Federal Bureau of Investigation, Crime in the United States, annual,

TABLE III

“Burglary is profitable if
what is stolen is worth more
than six days behind bars.”

six days (1.3% x 15 months x 30 days per month). While this may seem like a
short time, it is a sharp increase over the expected punishment of 4.8 days in
1990.16

On average then, a potential criminal can expect to spend only six days
in prison for an act of burglary. This expectation of prison time per crime is,
of course, heavily influenced by the chances of getting away with it. What a
rational, risk-neutral criminal would consider is this: burglary is profitable so
long as what is stolen is worth more than six days behind bars.

Expected Punishment for Index Crimes. Table II displays the 1990
probabilities of arrest, prosecution, conviction and imprisonment for the other
FBI index crimes as well. Multiplying these probabilities together results in
probabilities of prison time ranging from 1.4 percent for motor vehicle theft to
33.6 percent for murder. Table III shows how the clearance of serious crimes
by arrest has declined since 1950.

Expected punishment for five serious crimes for selected years is
shown in Table IV.17 In 1950, expected punishment for murder was 2.3 years.
This had dropped to 1.1 years by 1970, but recovered to 2.1 years by 1992.
Capital punishment was a more serious concern for murderers in the late
1940s and early 1950s, when more than 100 prisoners per year were executed
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“The number of commitments
by courts remained steady
while the number of serious
crimes reported tripled.”

after relatively short stays on death row. This compares to only 20 executions
per year in the early 1990s after average death row stays of 10 years.

Rape also displays a U-shaped pattern in expected punishment, al-
though it increased between 1950 and 1960. Of course, rapists also faced
significant odds of receiving the death penalty years ago. The other crimes
show U shapes too, although recent increases in expected punishments have
been smaller.

Table V shows the probability of prison time and median months
served for the five serious crimes combined. The probability of prison de-
clined steeply between 1950 and 1970 and then slowly recovered, yet it re-
mains less than half that of 1950. Median months served have recovered to
more than two years but fall short of the 32 months served in 1950. Expected
punishment has recovered to more than half of what it was in 1960 (17 days
versus 29 days).

Expected Punishment and Crime

Now we can put crime and punishment together. The serious crime
rate exploded during the 1960s and 1970s, rising from only five per 1,000 per
year to more than 22. This quadrupling in the rate of serious crime reported to
the police is shown in Figures I and III. Meanwhile, expected punishment per
crime plunged from 50 prison days in 1950 to only 10 days in 1970 [see Figure
IIT]. In the midst of the 1960s and 1970s crime explosion, punishment phi-
losophy softened so much that the number of commitments by courts for
serious predatory crimes stayed constant at 38,000 admissions while the
number of serious crimes reported to police tripled from 1 million to 2.9
million. Clearly, the probability of imprisonment for committing a serious

Manslaughter

Rape

Robbery
Aggravated Assault

Burglary

Expected Prison Time for Serious Crimes

Murder/Nonnegligent

Source; NCPA calculations derived from data described in the notes to Table V.

TABLE IV

1950 1960 1970 1980 1992
2.3 years 1.7 years 1.1 years 1.2 years 2.1 years
136 days 154 days 67 days 42 days 93 days
140 days 93 days 30 days 34 days 36 days
25 days 19 days 8 days 7 days 11 days
25 days 14 days 3 days 4 days 6 days




“Expected punishment per
crime plunged from 50 prison
days in 1950 to only 10 days
in 1970.”
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TABLE V

Expected Prison Time for
Serious Crime, Selected Years, 1950-92

Probability of Median Months Expected
Prison per X Actually Served = Prison Days per

Serious Crime! in Prison? Serious Crime
1950 5.27% 31.6 months 50.0 days
1960 3.63% 26.7 months 29.1 days
1970 1.33% 25.1 months 10.0 days
1980 1.60% 20.7 months 9.9 days
1985 1.81% 20.3 months 11.0 days
1990 2.20% 25.1 months 16.6 days
1992 2.29% 24.8 months 17.1 days

1 Numerator for 1950 to 1980 based on court commitments to state and federal prisons for
murder/nonnegligent manslaughter, rape, robbery, aggravated assault and burglary as
reported in Bureau of Justice Statistics (BJS), Historical Corrections Statistics in the
United States, 1850-1984, December 1986, NCI-102529, pp. 37 and 45. Note that between
1910 and 1960 the state data are inconsistent in whether they report all commitments,
including those for less than one year, or only new commitments of more than one year; all
commitments would inflate the probability of prison because they include various recom-
mitments to prison; by 1980 the data include only new commitments. Note also that the
estimated probabilities of prison for serious crimes calculated by the BJS in its publication,
Prisoners in 1986, May 1987, NCJ-104864, p. 6, which range from 6.2 percent in 1960 to
alow of 2.3 percent in 1970, 2.5 percent in 1980 and 4.2 percent in 1985, are nearly twice
as high as the statistics in Table V because the BJS calculations mistakenly include all court
commitments for any offense. The numerators for 1985-92 are from BIS, National
Corrections Reporting Program, data for 1985 on p. 12, for 1990 on p. 10 and for 1992 on
p- 14. The numerators also add federal commitments by the courts to federal prisons for
the Index crimes of violence and burglary for 1986 and 1991 because proper data for the
years 1985 and 1992 were not reported. The denominator depends on FBI data for the
appropriate Index crimes for the United States as reported in Crime in the United States,
annual.

2 Median months actually served for serious crimes for 1953 and 1960 (data for 1950 not
available) were obtained from BIS, Historical Corrections, p. 52, except that the data for
rape were reported in the document cited below. Median months served in 1970 and 1980
were obtained from BJS, Prison Admissions and Releases, 1982, p. 8. Median months
served for 1970 were estimated at 43 months as a midpoint between the 52 months served
in 1960 and the 37 months reported for 1980. Median time served for 1985-92 was obtained
from BJS, National Corrections Reporting Program, with data for 1985 on p. 24, 1990 on
p- 26 and 1992 on p. 38.
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“By 1992, expected punish-
ment had increased by nearly
70 percent from the 1970s
and early 1980s but remained
far below earlier years.”

FIGURE HI

Crime and Punishment,
Selected Years, 1950-93
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* Defined as FBI Index crimes of violence (murder and nonnegligent manslaughter,
forciblerape, robbery, aggravated assault) plus burglary, per thousand population; see
Table 1.

** Defined as probability of prison per serious Index crime x median days actually served
in prison per serious Index crime; see Table IV.

crime reported to the police nearly collapsed, plunging from 3.6 percent per
crime in 1960 to 1.3 percent in 1970, as shown in Table V.

Expected punishment per reported serious crime remained low until the
early 1980s because the prison time served fell while the probability of going
to prison began to increase, leaving expected punishment essentially un-
changed. Sentences served were shorter primarily because of court orders and
prison capacity constraints that kept the criminal justice door revolving rap-
idly. Not until the mid-1980s did expected punishment begin to rise for
predatory crimes. By 1992, expected punishment had risen from an early
1980s low of 10 days to 17 days, a 70 percent increase. Yet expected punish-
ment in the 1990s remains far below the 29 days of 1960 and the 50 days of
1950.

Between 1985 and 1992, the overall probability of going to prison for a
violent index crime increased from 3.31 to 3.65 percent and for a burglary
from 1.15 to 1.39 percent.



“Between 1985 and 1992, the
average sentence served per
violent crime increased from
31 t0 46 days.”
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Expected Punishment, 1985-92. Between 1985 and 1992, the overall
probability of going to prison for all index crimes, including larceny/theft and
motor vehicle theft, increased from .8 percent to 1.02 percent. The expected
punishment for property crimes increased about 16 percent, for violent crimes
about 37 percent. Yet criminals still can expect to spend only about two days
in prison per property crime. The primary reason for the low expected punish-
ment rate is that the vast majority of reported property crimes are not cleared
by an arrest and do not result in any prison time served.

Much of the recent increase in expected punishment results from an
increase in the probability of going to prison, especially the higher odds of
being prosecuted, convicted and sent to prison following an arrest. Prisoners
served longer sentences between 1985 and 1992, too. During that period, the
median time served by those convicted of a violent index crime increased
from 25.4 months to 30.5 months while the median time served for property
offenders remained flat at 12.5 months.

Between 1985 and 1992, expected punishment:

for murder increased dramatically from 10 months to 26 months,
for rape nearly doubled to 93 days,

for robbery increased moderately to 34 days,

for serious assault increased more than one-third to 10 days,

for burglary increased nearly one-third to 6 days,

for larceny/theft increased about one-third but remained at less
than a day and

® for motor vehicle theft rose 60 percent but remained at less than
two days.

Average vs. Median Time Served.!8 The average sentence served is
more relevant to habitual criminals while the median is more appropriate for
offenders with less substantial criminal records and less heinous crimes. If
average sentence served is used as the measure of punishment severity, then
the expected cost of punishment to criminals is substantially higher.

The average time served in prison exceeds the median time served
because the average is sensitive to the small minority of prisoners released
after serving extremely long sentences. The median, by contrast, is insensitive
to the longest imprisonments. The average time served exceeded the median
time by about 30 percent in 1985 and 40 percent by 1992 due to tougher
sentencing policies.

Between 1985 and 1992, the expected punishment in terms of average
sentences served increased from 31 to 46 days of prison time for violent
crimes and from 2.7 to 3.3 days for property crimes. Total prison days served
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“The expected prison
sentences are the prices we
charge for crime.”

by all criminals convicted of index crimes went from 5.8 to 9.1 days (vs. an
increase from 4.5 to 6.5 days in median days served).!?

The Prices We Charge for Crime

It is virtually impossible to prevent people outside of prison from
committing crimes. Since criminals do not knowingly commit crimes in front
of the police, the police rarely catch them in the act. The criminal justice
system relies on punishments imposed afterward. In effect, the system con-
structs a list of prices (expected punishments) for various criminal acts, and
criminals decide whether they are willing to pay, just as many of us decide
whether to risk parking or speeding tickets.

Viewed this way, the expected prison sentences are the prices we
charge for various crimes. Thus, the price of murder is about two to three
years in prison after we factor in the odds of getting away with it, the price of
burglary is about six days and the price of auto theft is no more than two days.

The Solution: Increase Expected Punishment

Despite recent increases in expected punishment, if we are to succeed
in lowering the crime rate to, say, the level of the 1950s, we must create at
least as much deterrence as existed then. For example, robbers served ex-
pected median prison terms of 140 days in 1950 vs. 36 days in 1992 [see Table
I]. Getting back to over 100 days per robbery would require tripling the
expected punishment per robbery. The three ways of doing so are to:

® increase the proportion of reported robberies cleared by arrest from
23 to 70 percent,

@ increase the proportion of the accused that are prosecuted, con-
victed and imprisoned from 26 to 78 percent or

® increase the median prison time served by robbers from 26 to 78
months.

All three are expensive in the short run. A higher arrest rate requires
more money for police staffing, equipment and procedures. Higher conviction
and sentencing rates require more resources for prosecution and criminal
courts. All three require more prison space for robbers. But a tough approach
pays, especially over the long run. As the odds worsen for criminals, crimes
decline and the same numbers of arrests and convictions begin to reduce the
odds favoring criminals.

Figures IV to VIII show the relationship between each index crime of
violence or burglary and its respective expected punishment since 1950 [see
Table IV]. While not perfect, the correlation between the amount of each
crime and its expected punishment is clearly negative.



“The negative correlation
between expected punishment
and the murder rate is
weakest among serious
crimes.”

“Correlation analysis
suggests that a one-week
increase in expected punish-
ment reduces rape by 6
percent.”
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FIGURE 1V

Murder and Expected Prison Time,
1950-92
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FIGURE V
Rape and Expected Prison Time,
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FIGURE VI
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FIGURE VII
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“... that a one-week increase
in expected punishment (78
percent) reduces burglary by
36 percent.”

“An additional police officer
stops eight to 10 serious
crimes per year.”
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FIGURE VIII

Burglary and Expected Prison Time,
1950-92
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Statistically, a simple correlation between two variables may range
from +1.0 to -1.0, indicating that crime and expected punishment go up and
down together perfectly (+1.0) or go up and down in a pattern perfectly oppo-
site from each other (-1.0) or somewhere in between. The simple correlation
between each crime and its respective expected punishment is -.26 for murder,
-.68 for rape, -.63 for aggravated assault, -.87 for robbery and -.88 for bur-
glary. While all are negative and therefore consistent with the theory that
punishment deters, the correlations are most significant for robbery and bur-
glary, increasing our confidence that crimes with an obvious economic motive
are particularly sensitive to expected punishment.

Most studies find that criminals and potential criminals are more
responsive to changes in arrest and conviction rates than to punishment length.
That may be because changes in the first two deterrents are more visible. A
clear example of how deterrence works was the response of college basketball
players to adding a third referee on the court. Critics feared that the game
would be slowed down by more whistles and foul shots, but the number of
fouls per game actually fell by 17, a 34 percent reduction. Like criminals,
basketball players reduced their infractions in response to more “police” and
higher detection rates.?0 Similarly, Steven Levitt has shown that an additional
police officer stops eight to 10 serious crimes per year.2!
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“The two most populous
states, California and Texas,
followed opposite paths in the
1980s and 1990s, with very
different impacts on the
amount of serious crime.”

Evidence From the States: California vs. Texas

The two most populous states, California and Texas, together account
for more than one in five inmates in the country, with 124,813 and 100,136
prisoners, respectively, in 1994. These two states have followed opposite
paths during the 1980s and 1990s, with very different impacts on the amount
of serious crime.

In 1980, the California state prison population (98 per 100,000 popula-
tion) was 30 percent below the national average and its rate of violent crime
and burglary was 40 percent above the national average. In Texas, by contrast,
the prison population (210 per 100,000 population) was 50 percent above the
national average and its serious crime rate only S percent above the national
average [see Figures IX and X]. By the end of the 1980s, California’s state
prison population was 9 percent above the national average and its serious
crime rate had declined to 22 percent above the national average [see Figure
X]. In Texas, meanwhile, the state prison population had fallen 5 percent
below the national average and its rate of serious crime had jumped to 45
percent above the national average.

The ratio of prisoners to Texas residents remained below the national
average in the late 1980s, primarily due to federal court orders and prison
capacity constraints. During the early 1990s, however, Texas went on a
building spree and doubled its prison population. At 545 prisoners per
100,000 population, Texas became the state with the highest number of in-
mates per resident in 1994 (Louisiana stood second at 514 and South Carolina
was third at 504; lowest was North Dakota at 75). [See Figure XI.]

Has crime in Texas declined? Definitely. As Figure XII shows,
California was unable to reduce its rate of violent crimes and burglaries, while
in Texas the rate declined 21 percent. Preliminary FBI data show a further 9.4
percent decline in Texas’ largest cities in 1994. The national rate fell only 4.6
percent. When compared to 1990 rates, the lower 1994 crime rates imply that
800 fewer Texans were murdered and 340,000 fewer felony crimes were
reported to the police. Houston Mayor Bob Lanier attributes the continuing
decline in crime in his city to “increased law enforcement and an increase in
state action on prisons and paroles.”%2

“Root causes” of crime did not change in Houston or Texas, although
the economy recently has strengthened and unemployment has dropped.
Despite liberal rhetoric to the contrary, economic factors like poverty, a poor
economy, low wage or income growth and high unemployment do not cause
crime. If anything, the reverse is true: crime causes poverty and economic
stagnation. None of the unpleasant social or demographic facts about Texas
have changed: births to unmarried women continue to grow, high school
dropout rates remain at about 20 percent and the number of Texans living in
poverty has increased about 20 percent in the 1990s, to more than 3.1 million.



“During the 1980s,
California’s prison popula-
tion increased and its serious
crime rate fell.”

“As the Texas prison popula-
tion fell below the national
average in the 1980s, its
serious crime rate went from
5 percent to 45 percent above
the national average.”

Crime and Punishment in America 17

FIGURE IX

State Prisoners per 100,000 Population
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“During the early 1990s,
Texas went on a building
spree and doubled its prison

population.”

“California was unable to
reduce its rate of serious
crime, but Texas’ dropped 21

percent.”

FIGURE XI

State Prisoners per 100,000 Population
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“For serious crimes, impris-
onment pays for itself.”
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The Cost of Not Building Prisons

Although the cost of building and maintaining more prisons is high,
the cost of not doing so appears to be higher. A recent study by Brookings
Institution researchers found that keeping most prisoners behind bars lowers

their cost to society.23

® The latest Bureau of Justice Statistics figures show that it costs
under $16,000 per year to keep a prisoner in state or federal prison.
Hidden and indirect expenses to taxpayers may inflate this figure
to $20,000 or $25,000 per year.

® In the late 1970s, the Rand Corporation found in prisoner surveys
in Texas, Michigan and California that the median number of
nondrug crimes committed by prisoners the year before they were
incarcerated was 15; similar surveys in Wisconsin in 1990 found
12 nondrug crimes, as did a 1993 New Jersey survey.

® Based on Vanderbilt University management professor Mark
Cohen’s analysis of jury awards, the average annual social damage
prevented by incarcerating a newly admitted New Jersey criminal
is $1.6 million and the median damage prevented is $70,098.

Thus, even at $25,000 a year, keeping the “average” criminal in prison
is worthwhile, since on the streets he would commit an average of 12 or more
nondrug crimes each year. For serious crimes, therefore, imprisonment pays
for itself. 24 The researchers measured benefits only in terms of crime preven-
tion and ignored retributive, deterrent and rehabilitative benefits. Thus they
underestimated the benefits of prison to society.

Moreover, the failure to keep offenders in prison once they are there is
another hazard created by a lack of prison space, and early release often leads
to more crime.

® A Rand Corporation survey of former inmates in Texas found that
60 percent were reatrested within three years of their release and
40 percent of those were reconvicted.25

® A survey of 11 states showed that 62 percent of all released prison-
ers were rearrested within three years, 47 percent were reconvicted
and 41 percent were reincarcerated.20

® A study of 22 states for the Bureau of Justice Statistics found that
69 percent of young adults (ages 17-22) released from prison in
1978 were rearrested within six years, after committing an average

of 13 new crimes.2’
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“Studies find savings of 20
percent for private prison
construction and 5 to 15
percent for private opera-
tion.”

As Bureau of Justice statistician Patrick Langan pointed out in Science,
whatever the causes, in 1989 there were an estimated 66,000 fewer rapes,
323,000 fewer robberies, 380,000 fewer assaults and 3.3 million fewer bur-
glaries than there would have been if the crime rate had been at the 1973 level.
If only one-half or even one-fourth of the reductions resulted from increased
incarceration, imprisonment has reduced crime significantly.28

Bringing Down Costs Through Privatization

The private sector can build and maintain prisons less expensively. A
number of studies have found savings of 20 percent for private construction
costs and 5 to 15 percent for private management of prison units.2® Further,
independent observers who monitor, for example, the contracts of Corrections
Corporation of America (CCA), a Nashville, Tenn., company, praise the
quality of the company’s operation.30 George Zoley of Wackenhut Corp. in
Coral Gables, Fla., years ago predicted a gradual building process in which the
private sector establishes a “good track record and proves it can do the job.”31
Within a decade, it has come to pass:

® With 28,678 adult prisoners in private correctional facilities on
December 31, 1994, the market share of private prisons has risen to
2 percent of the prison and jail population.32

® Between 1993 and 1994, private facilities under contract also rose
from 71 to 88, a one-year increase of 14.5 percent.

® The Federal Bureau of Prisons has awarded its first contract to
design, construct and manage a 1,000-bed medium security prison
(to be located in Eloy, Ariz.) to Concept, Inc., of Louisville, Ky.

® Texas leads the nation in privatization, with 33 private adult correc-
tional units in operation or under construction.

Major companies in the industry include CCA, with a rated capacity of
17,061 inmates in facilities under construction and planned expansions,
Wackenhut Corrections with 13,732 and Concept, Inc. with 4,800. Profits,
however, remain elusive.33 For example, CCA reports that it makes a small
profit, but Pricor, Inc., of Murfreesboro, Tenn., an early leader in the industry,
quit adult corrections after suffering a series of losses.

Economic theory implies that if there were a formal market to buy, sell
and rent prison cells, the problems of funding and efficiently allocating prison
space would decrease. And there are numerous — unexploited — opportuni-
ties to reduce the net costs of prisons by creating factories behind bars, having
prisoners earn their keep and compensating victims.

The most promising ways to control taxpayers’ costs include
privatizing prison construction and operation. Short of full privatization,
government-operated correctional facilities could be corporatized and operated
like private businesses.



“Prisons originally were
intended to be self-support-

ing.

’
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Prison Operation. There is no insurmountable legal obstacle to total
privatization of prison operation.34 Unlike government agencies, private firms
must know and account for all their costs, including long-run costs.35 If they
can do so and still operate prisons for less than the government — and all
indications are that they can — then government should set punishments for
felons and let the private sector supply prisons.

® CCA charges Harris County, Texas, and the Immigration and
Naturalization Service only $35.25 per inmate per day to operate a
350-bed minimum security facility in Houston, a charge that
includes recovery of the cost of building the facility.3¢

@ Operating costs for government-run prisons can be twice that
amount, even without taking construction and land costs into
account.37

Employing Prisoners. America’s prisons originally were intended to
be self-supporting, and during the 19th century many state prisons ran sur-
pluses and returned excess funds to their governments. In 1885, three-fourths
of prison inmates were involved in productive labor, the majority working in
contract and leasing systems. Fifty years later only 44 percent worked, and
almost 90 percent of them worked in state rather than private programs.38
Today, prison inmates are a huge drain on taxpayers, despite the millions of
available hours of healthy, prime-age labor they represent.

Increasing productive work for prisoners requires the repeal of some
federal and state statutes and clearing away bureaucratic obstacles. The
federal Hawes-Cooper Act of 1929 authorized states to prohibit the entry of
prison-made goods produced in other states. The Walsh-Healy Act of 1936
prohibited convict labor on government contracts exceeding $10,000. The
Sumners-Ashurst Act of 1940 made it a federal offense to transport prison-
made goods across state borders, regardless of state laws.39

Throughout the nation, a score of exceptions to the federal restrictions
on prison labor have been authorized, provided the inmates were paid a
prevailing wage, labor union officials were consulted, other workers were not
adversely affected and the jobs were in an industry without local unemploy-
ment.40

A survey commissioned by the National Institute of Justice identified
more than 70 companies that employ inmates in 16 states in manufacturing,
service and light assembly operations.*! Prisoners sew leisure wear, manufac-
ture water-bed mattresses and assemble electronic components. PRIDE, a
state-sponsored private corporation that runs Florida’s 46 prison industries —
from furniture making to optical glass grinding, made a $4 million profit in
1987.42
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“South Carolina and Nevada
have become leaders in
private sector use of prison
labor.”

Such work benefits everyone. It enables prisoners to earn wages and
acquire marketable skills while learning individual responsibility and the value
of productive labor. It also ensures that they are able to contribute to victim
compensation and to their own and their families’ support while they are in
prison. A 1991 study by the U.S. Bureau of Prisons found that only 6.6 per-
cent of federal inmates who had been employed in prison industries violated
their parole or were rearrested within a year of their release vs. 20 percent for

nonemployed prisoners.*3

By the end of 1994, the Private Sector Prison Industry Enhancement
program had 74 private firms employing 1,663 prison inmates to manufacture
goods ranging from circuit boards to bird feeders to graduation gowns.44
Airline reservations, telemarketing, data processing and map digitizing ser-
vices employed others. At the current annual rate, $11 million in gross wages
is being paid ($6,600 per prison year), for a cumulative total of $46 million
since 1979. Prisoners have retained 56 percent of their wages and paid out the
rest in room and board (19 percent), taxes (12 percent), victim restitution (6.6

percent) and family support (6.4 percent).

South Carolina and Nevada have become leaders in private sector use
of prison labor, yet nationally only 5,000 prisoners (far less than 1 percent)
work for private companies because of the additional costs of doing business

in prisons.*

Fred Braun Jr., president of Workman Fund in Leavenworth, Kan., has
been a key promoter of Private Sector Prison Industries — PSPI. Organized as
a nonprofit foundation, Workman lends venture capital to private enterprises
interested in training and employing prisoners on-site in “real world” work.
Workman reported promising results from an enterprise in which convicts
worked alongside nonconvict labor. Braun also is president of Creative Enter-
prises, the umbrella company for two plants, Zephyr Products, Inc. (sheet
metal products) and Heatron, Inc. (electric heating elements), which train and
employ minimum-custody inmates at the Lansing East Unit in Leavenworth 40
Braun’s original vision was of an industrial park of three or four firms employ-
ing 200. Thirteen years after opening Zephyr, he had added no more busi-

nesses, but his two original plants were employing about 150 prisoners.*’

Bureaucratic inertia slows the transition to private work for prisoners.
For example, the state corrections system in Texas has long been a leader in
state-run prison industries, which probably has hindered the introduction of

private sector opportunities for prison employment and production there.
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Conclusion

The odds of imprisonment for a serious offense increased in the late
1980s and early 1990s as legislators responded to the public’s “get tough”
attitude. The result has been a decreasing national crime rate. To build on
this trend, we must continue raising the odds of imprisonment, making crime
less lucrative for potential criminals. We also must reduce prison costs
through privatization.® Finally, we must relax the laws hampering the pro-
ductive employment of prisoners.

NOTE: Nothing written here should be construed as necessarily reflecting the
views of the National Center for Policy Analysis or as an attempt to aid or
hinder the passage of any bill before Congress.
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