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Executive Summary
Serious crime in the United States soared to alarming heights beginning in the 1960s, but began

leveling off in the 1980s and has declined by one-third during the 1990s.  Every category of violent crime

has decreased since 1993.  Last year, serious crime reported to the police was only 5 percent above the

rates for 1970, and in many cities across the country, it matched the crime rates of the 1960s.

A major reason for this reduction in crime is that crime has become more costly to the perpetra-

tors.  The likelihood of going to prison for committing any type of major crime has increased substan-

tially.  Since 1993:

● The murder rate has dropped 30 percent, as the probability of going to prison for murder has

risen 53 percent.

● Rape has decreased 14 percent, as the probability of imprisonment has increased 12 percent.

● Robbery has decreased 29 percent, as the probability of imprisonment has increased 28 per-

cent.

● Aggravated assault has decreased 14 percent, as the probability of imprisonment has increased

27 percent.

● Burglary has decreased 18 percent, as the probability of imprisonment has increased 14 per-

cent.

Moreover, once in prison, criminals are staying there longer.  The median prison sentence served

has risen for every category of serious crime except aggravated assault.

The best overall measure of the potential cost to a criminal of committing crimes is “expected

punishment.”  Roughly speaking, expected punishment is the number of days in prison a criminal can

expect to serve for committing a crime.  It is determined by the probabilities of being apprehended, pros-

ecuted, convicted and sentenced, and the median sentence for each crime.  Even today, it’s amazing how

low expected punishment is.

● For every murder committed, someone spends only 37 months in prison.

● Expected punishment for rape is only 119 prison days, for robbery 52 days, for serious assault

13 days and for burglary 8 days.

● For every motor vehicle stolen, someone spends only two days in prison.

Nonetheless, expected punishment is significantly greater than it was in 1980 for every category of

serious crime.

● Between 1980 and 1996, expected punishment more than doubled for murder and nearly

tripled for rape.

● It doubled for burglary and nearly did so for larceny/theft and auto theft.



Evidence shows that potential criminals respond to incentives.  Crime increases when expected

punishment declines, and vice versa.  Between 1950 and 1980, expected punishment declined more-or-

less continuously from an average of seven weeks for every serious crime committed to only 10 days —

an 80 percent drop.  In response, 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.  Between 1980 and 1996, expected punishment for serious crimes increased from 10.1

to 21.7 prison days, a 115 percent increase, and serious crime declined.  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 33 percent decline in

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

● By contrast, the growth in California’s prison population has leveled off and now trails the

national average, and California consequently is making only modest progress against serious

crime.

If we are to succeed in achieving an even lower crime rate, we must continue to make crime less

profitable by further increasing expected punishment.  To achieve that goal there are several options.

Expected punishment will increase as we:

● increase the proportion of reported crimes cleared by arrest,

● increase the proportion of the accused who are prosecuted,

● increase the proportion of those prosecuted who are convicted,

● increase the fraction of those convicted who are sentenced to prison, and

● increase the average prison time served.

All these options 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.  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.

Although the cost of building and maintaining more prisons is high, the cost of not doing so

appears to be higher.  One study found that each additional prisoner incarcerated reduces the number of

crimes by approximately 15 per year, and yields a social benefit of at least $53,900 annually.  Thus, even

at $25,000 a year, the cost of keeping the average criminal in prison is worthwhile.
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FIGURE I

Serious Crimes Reported to the Police,
United States, Selected Years, 1950-97

(per 1,000 population)

Source: FBI, Crime in the United States, annual; and FBI, UCR 1997 Preliminary Annual Release, May 17, 1998; “serious
crimes” are defined as murder/nonnegligent manslaughter, forcible rape, robbery, aggravated assault and burglary.
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Introduction: The Recent
Decline of Serious Crime

The overall rate of serious crime in the United States is at a 20-year
low.  The murder rate is lower than in the 1970s.  In New York City, it is as
low as in the 1960s.  Not by coincidence, the likelihood that a criminal will be
punished for a serious crime is higher today than it has been since the 1970s.

As Figure I shows, crimes of violence (murder, rape, robbery and seri-
ous assaults) and burglary increased fourfold during the 1960s and 1970s.1   In
the 1980s and 1990s, however, serious crime reported to the police leveled off
and then fell.  For example, the FBI has found that the burglary rate is down
one-third over the last 20 years.2   In 1996, violent crime and burglary fell 6
percent, led by record declines of 11 percent for murder and 8 percent for rob-
bery.3   In 1997, violent crime fell another 5 percent and burglary fell 3 per-

“Crime rates have been
falling in the 1990s.”
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cent.  Murder and robbery showed the greatest decline — each down 9 per-
cent.4

Despite the falling crime rate, America continues to be 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 person-
ally afraid of becoming victims.  A 1997 Gallup Poll shows the public ranks
crime as the most important problem facing the country.5   A 1997 NBC/Wall
Street Journal opinion poll found that 57 percent of the public rank crime and
education as the top policy concerns.  The Justice Department estimates the
annual cost of crime to victims at $450 billion (including $424 billion in vio-
lent crime), or an annual cost of $4,500 per household.6   The fear of crime is
well founded:

● In 1996, an estimated 9.1 million Americans were victims of vio-
lent crimes.7

● 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.8

● A murder is reported to the police every 27 minutes, a forcible rape
every six minutes, a robbery every 59 seconds and an aggravated
(serious) assault every 31 seconds.9

● A motor vehicle theft is reported to the police every 23 seconds, a
burglary every 13 seconds and a larceny-theft every four seconds.10

Clearly, there is much more to be done.  Why has the crime rate been
falling in recent years?  What can we do to make it go lower?

Why The Serious Crime Rate Has Fallen
Most offenders are not mentally deranged.  And most crimes are not ir-

rational acts.  Instead, criminal acts are freely committed by people who often
compare the expected benefits to the expected costs.11  The reason we have so
much crime is that, for many people, the benefits outweigh the costs.12  But in
recent years the likelihood of going to prison for committing any type of major
crime has increased, as has the amount of prison time served.  In response to
this development, people are committing fewer crimes. Since 1993:13

● The murder rate has dropped 30 percent, as the probability of going
to prison for murder has risen 53 percent.

● Rape has decreased 14 percent, as the probability of prison has in-
creased 12 percent.

● Robbery has decreased 29 percent, as the probability of prison has
increased 28 percent.

“Reason for the decline: the
probability of going to prison
has been rising and, once in
prison, criminals are staying
there longer.”
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● Aggravated assault has decreased 14 percent, as the probability of
prison has increased 27 percent.

● Burglary has decreased 18 percent, as the probability of prison has
increased 14 percent.

Moreover, once in prison criminals are staying there longer.  Com-
pared to the 1980s, the median prison sentence served by prisoners released in
the 1990s has risen for every category of serious crime except aggravated as-
sault.

The best overall measure of the potential cost to a criminal of commit-
ting crimes is “expected punishment.”  Roughly speaking, expected punish-
ment is the number of days in prison a criminal can expect to serve per crime,
as determined by the probabilities of being apprehended, prosecuted, con-
victed and going to prison, and the median sentence for each crime.  Between
1980 and 1996, expected punishment:

● for murder increased dramatically from 13 months to 37 months,

● for rape nearly tripled to 119 days,

● for robbery increased by half to 52 days,

● for serious assault nearly doubled to 13 days,

● for burglary doubled from 4 days to 8 days,

● for larceny/theft increased significantly to 1.1 day and

● for motor vehicle theft rose 70 percent to 2.1 days.

Evidence shows that potential criminals respond to incentives.  Crime
increases when expected punishment declines, and vice versa.  Between 1950
and 1980, expected punishment for crimes of violence and burglary declined
more-or-less continuously from an average of seven weeks for every serious
crime committed to only 10 days — an 80 percent drop.  In response, the seri-
ous crime rate more than quadrupled during those years.  In the 1980s, ex-
pected punishment began to increase, accompanied by the leveling off and
then a decline in the serious crime rate.  Between 1980 and 1996, expected
punishment for serious crimes more than doubled, increasing from 10 to 22
prison days.  Over the same period, the crime rate fell by one-third.

Figures II to VI show the relationship between each type of violent
crime and burglary and its respective expected punishment since 1950.  While
far from perfect, the negative association between the amount of each crime
and its expected punishment is apparent.14

Calculating Expected Punishment
It is virtually impossible to prevent people outside of prison from com-

mitting crimes.  Since criminals do not knowingly commit crimes in front of

“The best overall measure of
deterrence is expected
punishment.”
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FIGURE II

Murder and Expected Prison Time,
1950-97

FIGURE III

Rape and Expected Prison Time,
1950-97
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Source: Tables III and A-2.
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“Between 1980 and 1996,
expected punishment for
murder increased from 13
months to 37 months.”

“Expected punishment for
rape nearly tripled to 119
days.”
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FIGURE IV

Robbery and Expected Prison Time,
1950-97

FIGURE V

Aggravated Assault and Expected Prison Time,
1950-97
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“Expected punishment for
robbery rose by half after
1980 to 52 days in 1996.”

“Expected punishment for
aggravated assault nearly
doubled to 13 days in 1996.”
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FIGURE VI

Burglary and Expected Prison Time,
1950-97
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Source: Tables III and A-2.

the police, the police rarely catch them in the act.  The criminal justice system
relies on punishments imposed afterward.  In effect, the system constructs 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 three years in prison
after we factor in the odds of getting away with it, the price of burglary is
about eight days and the price of auto theft is two days.

Expected punishment as a measure of the cost of committing a crime
also captures the effectiveness of the criminal justice system in a single num-
ber.  Expected punishment is not the same as the length of time criminals stay
in prison.  Rather, expected punishment is calculated by multiplying four prob-
abilities — of being arrested for a crime after it is committed, of being pros-
ecuted if arrested, of being convicted if prosecuted and of going to prison if
convicted — and then multiplying that product by the median time served for
an offense.15

“Expected punishment for
burglary doubled between
1980 and 1996.”
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Example: Expected Punishment for Burglary. Consider the details
for burglary. As shown in Figure VII:

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

● FBI data for 1996 show that about 13.8 percent of reported bur-
glaries will be cleared by arrest, or about 6.9 burglaries out of the
50 reported.

● The data on tracking offenders [see Table I] show that about nine
out of every 10 arrests for burglary will be prosecuted, or 6.2 out of
6.9.

● Two-thirds of the resulting 6.2 prosecutions will result in felony
convictions, or 4.2 felony convictions out of every 100 burglaries.

● Of these convictions, 1.9 felons will be sent to prison while the re-
maining 2.3 will receive some combination of probation, fines or
jail time.

Thus, the overall probability of doing any prison time for committing a
burglary is only 1.9 percent.

TABLE I

The Criminal Justice Process for Index Crimes in the 1990s
(1) (2) (3) (4) (5)

Probability of Probablity of Probability of Probability of Overall
Arrest if Crime Prosecution Felony Conviction Prison if Con- Probability

Reported to Police1 if Arrested2 if Prosecuted3 victed of a Felony4 of Prison5

Murder/Nonnegligent
Manslaughter 66.9% 90.0% 67.0% 100.0% 40.3%

Rape 51.9 80.0 58.0 69.0 16.6

Robbery 26.9 85.0 57.0 70.0 9.1

Assault 58.0 81.0 41.0 39.0 7.5

Burglary 13.8 90.0 67.0 45.0 3.7

Larceny/Theft 20.3 89.0 63.0 35.0 4.0

Motor Vehicle Theft6 14.0 71.0 50.0 28.0 1.4

1 Federal Bureau of Investigation, Crime in the United States, 1996, p. 205.
2 Bureau of Justice Statistics, Tracking Offenders, 1990, p. 2 (based on 11 states representing 32 percent of the

nation’s population).
3 Bureau of Justice Statistics, Felony Defendants in Large Urban Counties, 1994, January 1998, NCJ-167234, p.24.
4 Ibid., p. 30.
5 Column (1) x (2) x (3) x (4).
6 Source of data for Columns (3) and (4) for motor vehicle theft is BJS, Felony Defendants in Large Urban Counties,

1992, July 1995, NCJ-148826, pp. 26 and 30.

“The odds of going to prison
for a burglary are just over 3
percent.”
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FIGURE VII

The Crime Funnel for Burglars

Sources: Calculated from Bureau of Justice Statistics, Sourcebook of Criminal Justice Statistics, 1995, p. 250; FBI,
Crime in the United States 1996, p. 205; Bureau of Justice Statistics, Tracking Offenders, 1990, pp. 2, 5, 8.

100

50

Reported

Burglaries

6.9

Arrested

6.2

Prosecuted

Dismissed,
Not Guilty

1.3
Misdemeanor

0.7

Felony
Conviction

4.2

Probation,
Fines

1.2
Jail
1.1

Jail, Fines,
Probation

0.7

Prison
1.9



  Crime and Punishment in America: 1998    9

Once in prison, a burglar will stay there for a median time of about 16
months until release.  In 1996, an estimated 1.6 of every 100 burglaries re-
ported to the police resulted in prison time (38,018 court commitments to
prison of 2,501,500 reported burglaries), so the median prison term per act of
burglary is only 7.7 days (1.6 percent x 16 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 less than
eight 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.
However, on the average, a rational, risk-neutral criminal should find burglary
profitable so long as what is stolen is worth eight days behind bars.

Expected Punishment for Other Crimes.  Table I displays the 1996
probabilities of arrest, the 1990 probabilities of prosecution, and the 1994
probabilities of conviction and imprisonment for the other FBI index crimes as
well.17  Multiplying these probabilities together results in probabilities of
prison time ranging from 1.4 percent for motor vehicle theft to 40.3 percent
for murder.  Table II shows how the clearance (that is, the solving) of serious
crimes by arrest has declined since 1950.  In 1950, for example, 94 percent of
murders were cleared by an arrest but only 67 percent of murders in 1996
were (i.e., the chance of getting away with murder rose from 6 percent to 33
percent). Similar declines in arrest clearance ratios occurred for the remaining
crimes.

TABLE II

Percent of Crimes Solved by Arrest
1950 1960 1970 1980 1990 1996

Murder/Nonnegligent
Manslaughter 94.0% 92.0% 86.0% 72.0% 67.2% 66.8%

Rape 80.0 73.0 56.0 49.0 52.8 51.9

Robbery 44.0 39.0 29.0 24.0 24.9 26.9

Aggravated Assault 77.0 76.0 65.0 59.0 57.3 58.0

Burglary 29.0 30.0 19.0 14.0 13.8 13.8

Note: Over 13 million crime reported each year to the police are index crimes against person and property.  In 1996,
2.8 million police arrests were for index crimes, including 1.1 million for crimes of violence and burglary.  The
table shows the decline in the probability for arrest for each serious 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
33 percent chance.

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

“The clearance of serious
crimes by arrest has declined
since 1950.”
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Expected punishment for five serious crimes for selected years is
shown in Table III.  In 1950, expected punishment for murder and
nonnegligent manslaughter was 2.3 years.  This had dropped to 1.1 years by
1970, but recovered to 3.1 years by 1996.  Capital punishment was a more se-
rious concern for murderers in the late 1940s and early 1950s, when over 100
prisoners were executed each year after relatively short stays on death row.
This compares to fewer than 40 executions per year in the 1990s after lengthy
stays on death row averaging nine or 10 years.  In 1950 the chances of a mur-
derer being executed was 1.5 of every 100 murders and in 1996 only 0.25 of
every 100 murders, one-sixth of the low risk in 1950.

Table IV shows the probability of prison time and median months
served for the five serious crimes combined.  This is perhaps the best overall
index of the effectiveness of the criminal justice system, as well as a measure
of the threat posed by the system to criminals.  The probability of prison de-
clined steeply between 1950 and 1970 and then slowly recovered, yet it is
barely half that of 1950.  Median months served have recovered to more than
two years but still fall short of the 32 months served in 1950.  Expected pun-
ishment has recovered to more than two-thirds of what it was in 1960 (22 days
versus 30 days).

Expected Punishment and the Crime Rate
The serious crime rate exploded during the 1960s and 1970s, rising

from only five per 1,000 per year to more than 22, while the expected punish-
ment per crime plunged from 50 prison days in 1950 to only 10 days in 1970
[see Figure VIII].  In the midst of the 1960s and 1970s crime explosion, the
number of commitments by courts for serious predatory crimes actually fell
from 40,000 in 1960 to 37,000 in 1970 as the number of serious crimes re-
ported to police nearly tripled from 1 million to 2.9 million.  As a result, the

TABLE III

Expected Prison Time for Serious Crimes, 1950-1996
(est.)

1950 1960 1970 1980 1990 1996
Murder/Nonnegligent
Manslaughter 2.3 years 1.8 years 1.1 years 1.2 years 2.5 years 3.1 years

Rape 136 days 154 days 67 days 42 days 111 days 119 days

Robbery 140 days 93 days 30 days 34 days 45 days 52 days

Aggravated Assault 33 days 19 days 8 days 7 days 12 days 13 days

Burglary 25 days 14 days 3 days 4 days 7 days 8 days

Source: NCPA calculation derived from data described in Tables A-1 to A-5.

“Capital punishment is much
less a concern for murderers
today than in the early
1950s.”
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TABLE IV

Expected Prison Time for Serious
Crime, Selected Years, 1950-96

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

Serious Crime1 in Prison2 Serious Crime
1950 5.27% 31.6 months 50.0 days
1960 3.63% 27.5 months 29.9 days
1970 1.33% 25.4 months 10.1 days
1980 1.57% 22.5 months 10.6 days
1985 2.07% 21.2 months 13.2 days
1990 2.39% 25.1 months 18.0 days
1992 2.50% 24.7 months 18.5 days
1993 2.45% 23.4 months 17.2 days
1994 2.58% 25.2 months 19.5 days
1995 2.71% 24.9 months 20.2 days
1996 (est.) 2.88% 25.1 months 21.7 days

1 Commitments to prison (five crime total in Table A-3) divided by five crime total in
Table A-1.

2 Median months served for each of the five serious crimes weighted by the percentage
distribution of commitments to prison for each crime, as calculated from Table A-3.

Note 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 a low 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 the table above because the BJS
calculations mistakenly include all court commitments for any offense.  The denomina-
tors in the probability-of-prison calculations depend on FBI data for the appropriate
index crimes for the United States as reported in Crime in the United States, annual.

probability of imprisonment for committing a serious crime reported to the po-
lice nearly collapsed, plunging from 3.6 percent per crime in 1960 to 1.3 per-
cent in 1970, as shown in Table IV.

Expected punishment per reported serious crime remained low until
the early 1980s because prison time fell while the probability of going to
prison began to increase, leaving expected punishment essentially unchanged.
Sentences served were shorter primarily because of court orders and prison ca-
pacity constraints that kept the criminal justice door revolving rapidly.  Not
until the mid-1980s did expected punishment begin to rise for predatory
crimes.  Yet expected punishment in the 1990s remains well below the 30
days of 1960 and the 50 days of 1950.

Between 1985 and 1996, the overall probability of going to prison for
all index crimes, including larceny/theft and motor vehicle theft, increased
from 0.8 percent to 1.2 percent.  The expected punishment for property crimes
increased about 20 percent, for violent crimes about 30 percent.  Yet criminals

“Expected punishment has
recovered to almost three-
fourths of what it was in
1960.”
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still can expect to spend only about two days in prison per property crime.
The primary reason for the low expected punishment rate is that the vast ma-
jority of reported property crimes are not cleared by an arrest and do not result
in any prison time served (although the latter fact may be consistent with jus-
tice for many property crimes).

Much of the recent increase in expected punishment results from an in-
crease in the probability of going to prison, especially the higher odds of being
prosecuted, convicted and sent to prison following an arrest.  In the last 10
years, prisoners served longer sentences too.  During that period, the median
time for those serving a prison term for a violent index crime increased from
20 months to 25 months while the median time served for property offenders
remained flat at 12 months.18

FIGURE VIII

Crime and Punishment,
Selected Years, 1950-97

1950 1960 1970 1980 19971990

Expected
Punishment **

Serious
Crime *

Days in
Prison

Serious Crimes per
1,000 Population

  * Defined as FBI Index crimes of violence (murder and nonnegligent manslaughter,
forcible rape, robbery, aggravated assault) plus burglary, per thousand population;
see Figure I and Table A-2.

** Defined as probability of prison per serious index crimes x median days served in
prison per serious index crime; see Table IV.
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“Since 1980, the rate for all
serious crime fell by one-
third, as expected punishment
more than doubled over the
same time period.”

“In recent years, the odds of
going to prison have in-
creased and prisoners are
serving longer sentences.”
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How to Reduce Crime Further
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 ex-
ample, robbers served expected median prison terms of 140 days in 1950 vs.
52 days in 1996.  Getting back to 1950 punishment for robbery would require
nearly tripling the expected punishment per robbery.  The three ways of doing
so are to:

● increase the proportion of reported robberies cleared by arrest from
27 to 73 percent,

● increase the proportion of the accused who are prosecuted, con-
victed and imprisoned from 34 to 92 percent, or

● increase the median prison time served by robbers from 27 to 73
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.

Case Study: California vs. Texas
The two most populous states, California and Texas, together account

for nearly one in four inmates in the country, with 153,010 and 136,599 pris-
oners, respectively, as of June 30, 1997.  These two states followed opposite
paths during the 1980s and to some extent in the 1990s, with 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 con-
trast, the prison population (210 per 100,000 population) was 50 percent
above the national average and its serious crime rate only 5 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 aver-
age [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 38 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 ca-

“A tough approach pays,
especially over the long run.”
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FIGURE IX

State Prisoners per 100,000 Population

FIGURE X

Violent Crimes and Burglaries
per 100,000 Population

Source: Bureau of Justice Statistics.

Source: FBI.
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“During the 1980s,
California’s prison popula-
tion went from below the
national average to above,
while Texas’ dropped from
above the national average to
below.”

“During this period, serious
crime fell in California and
rose in Texas.”
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FIGURE XI

State Prisoners
per 100,000 Population

Source: Bureau of Justice Statistics.
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FIGURE XII

Violent Crimes and Burglaries
per 100,000 Population

Source: FBI.
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“Texas went on a prison-
building spree after 1990 and
nearly tripled its prison
population.”

“In the 1990s, Texas was
able to reduce its crime rate
37 percent, while the Califor-
nia rate declined 29 per-
cent.”
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pacity constraints.  During the 1990s, however, Texas went on a building spree
and nearly tripled its prison population.  At 677 prisoners per 100,000 popula-
tion, Texas had the highest number of inmates per resident at midyear 1997.
(Louisiana stood second at 651 and Oklahoma was third at 599; lowest was
North Dakota at 104, or only 15 percent of Texas’ prison rate.) [See Figure
XI.]

Has crime in Texas declined? Definitely.  As Figure XII shows, Texas
was able to reduce its rate of violent crimes and burglaries by 37 percent, while
in California the rate declined 29 percent.  By contrast, between 1990 and 1997
the national rate of serious crime fell only 23 percent.  When compared to
1990 rates, the lower 1997 crime rates in Texas imply that 1,400 fewer Texans
were murdered, violent felony crimes fell by 30,000 and 453,000 fewer index
crimes were reported to the police.  Former Houston Mayor Bob Lanier has at-
tributed the continuing decline in crime in his city to “increased law enforce-
ment and an increase in state action on prisons and paroles.”19

“Root causes” of crime did not change in Houston or Texas, although
the economy has strengthened in recent years and unemployment has dropped
to the national average.  Despite liberal rhetoric to the contrary, 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: high school dropout rates remain at about 20 per-
cent and Texas ranks sixth among the states in the percent of the population
living in poverty (17.4 percent in 1995), tenth in the percent of children living
in poverty (23.1 percent in 1995) and fifth in food stamp recipients as a percent
of the population (13.7 percent in 1995).20

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 number of researchers have found
that keeping most prisoners behind bars lowers their cost to society.21

● Bureau of Justice Statistics figures from a few years ago showed
that it cost under $16,000 per year to keep a prisoner in state or fed-
eral 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 incarcer-
ated was 15; similar surveys in Wisconsin in 1990 found 12
nondrug crimes, as did a 1993 New Jersey survey.

“California and Texas, the
two most populous states,
followed opposite paths
during the 1980s and 1990s,
with very different results.”
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● 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.

● A study of 12 states that were forced by court orders to reduce lev-
els of imprisonment found that incarcerating one additional pris-
oner reduces the number of crimes by approximately 15 per year,
the majority of them property crimes, and yields a social benefit of
at least $53,900 annually.22

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.23  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 rearrested within three years of their release and
40 percent of those were reconvicted.24

● 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.25

● A study of 22 states for the Bureau of Justice Statistics (BJS) found
that 69 percent of young adults (ages 17-22) released from prison
in 1978 were rearrested within six years, after committing an aver-
age of 13 new crimes.26

As BJS 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 burglaries 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, im-
prisonment has reduced crime significantly.27  Few would deny that “Still, a
great deal of research remains to be done on the social costs and benefits of
imprisonment and other sentencing options.”28

Bringing Down Costs Through Privatization
The most promising ways to control taxpayers’ costs include privatiz-

ing prison construction and operation.  Short of full privatization, government-
operated correctional facilities could be corporatized and operated like private
businesses.

“Incarcerating an additional
prisoner yields a social
benefit more than twice the
cost of imprisonment.”
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Economic theory implies that if there were better markets 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.

Privatizing Prisons.  A number of studies have found savings of 20
percent for private construction costs and 5 to 15 percent for private manage-
ment of prison units.29  Further, independent observers who monitor, for ex-
ample, the contracts of Corrections Corporation of America (CCA), a Nash-
ville, 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 70,937 adult prisoners in secure private correctional facilities
at year-end 1997, the market share of private prisons has risen to 4
percent of the U.S. prison and jail population.32

● Between 1996 and 1997, private facilities under contract in the
United States also rose from 118 to 142, a one-year increase of 20
percent.

● Over 7,000 federal prisoners were housed in private correctional fa-
cilities at the end of 1997.

● Texas leads the nation in privatization, with 41 private adult correc-
tional units in operation or under construction.

Major companies in the industry include CCA, with a rated capacity of
50,866 in facilities under construction and planned expansions in the United
States, Wackenhut Corrections with 22,257 and U.S. Corrections Corporation
with 5,259.  Profits, however, remain modest.33  For example, CCA and
Wackenhut report small profits, but Pricor, Inc., of Murfreesboro, Tenn., an
early leader in the industry, quit adult corrections after suffering a series of
losses.  Last year, the stock prices of publicly traded companies like CCA and
Wackenhut Corrections traded at historic highs and other corrections compa-
nies were able to successfully sell initial and secondary stock offerings.34

More recently, CCA sold at 23 times 1998 estimated earnings and Wackenhut
at 27, more moderate multiples, suggesting less investor optimism about future
earnings, despite rapidly improving earnings.

There is no insurmountable legal obstacle to total privatization of
prison operation.35  Unlike government agencies, private firms must know and
account for all their costs, including long-run costs.36  Government conceal
costs and markets reveal them (as well as reduce them).  If private enterprises
operate prisons for less than the government with equal or better quality ser-
vices — and all indications are that they can — then government should set
punishments for felons and let the private sector supply prisons.

“A number of studies have
found savings of 20 percent
for private construction of
prisons and 5 to 15 percent
for private management.”
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● 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 in-
cludes recovery of the cost of building the facility.37

● Operating costs for government-run prisons can be twice that
amount, even without taking construction and land costs into ac-
count.38

What Can Go Wrong with Privatized Prisons.  Privatization of jails
and prisons has been perhaps the most controversial topic in corrections dur-
ing this century.39  Given all that could have gone wrong during the 15-year
experience with private prisons on three continents, and the grim predictions
of its opponents, very little has gone wrong.  No serious corruption of public
officials by private prison operators has been exposed.  There has been no ex-
traordinary number of inmate escapes from private facilities.  Reports of pris-
oner abuse or violence have been extremely rare.  In fact, no systematic evi-
dence has shown that private operators are not doing the job better and
cheaper.  Academic studies show superior performance by the private sector,
including lower recidivism among inmates released from private facilities.40

The only negative report by a noteworthy independent source was
from the U.S. General Accounting Office, which reported “little difference
and/or mixed results in comparing private and public facilities” and that it
“could not conclude whether privatization saved money.”41  The GAO report
was widely publicized by opponents of privatization.  Unfortunately, the au-
thors ignored most of the evidence, including carefully prepared reports from
Australia, Florida, Louisiana, Texas and the United Kingdom.  The authors
knew that statutes in most jurisdictions define contracting with private opera-
tors as unlawful unless the jurisdiction can demonstrate cost savings, but
chose to ignore this fact. The report also trivializes the accreditation process of
the American Correctional Association, a demanding test at which private fa-
cilities excel.  In a detailed refutation, Professor Charles Thomas of the Uni-
versity of Florida terms this last error “sophomoric,” while describing the
overall report as “inaccurate,” “misleading” and “ineptly prepared.”42

A third option, yet untested, is to contract out adult facilities to non-
profit groups, including faith-based prison operators.  As professor Richard
Moran of Holyoke College puts it, “A private, not-for-profit foundation is in
the best position to organize a prison around a set of principles intended to re-
shape criminals into honest, productive citizens.”43  No public officials have
yet had to courage or good sense to try such a jail supplier, despite the suc-
cesses nonprofit and faith-based hospitals, schools and juvenile programs have
had.

Employing Prisoners.  America’s prisons originally were intended to
be self-supporting, and during the 19th century many state prisons ran sur-

“Given the grim predictions
of opponents, very little has
gone wrong with
privatization.”
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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 al-
most 90 percent of them worked in state rather than private programs.44  To-
day, 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 can be facilitated by repeal or
liberalization 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 trans-
port prison-made goods across state borders, regardless of state laws.45

Throughout the nation, a score of exceptions to the federal restrictions
on prison labor have been authorized, provided the inmates were paid a pre-
vailing wage, labor union officials were consulted, other workers were not ad-
versely affected and the jobs were in an industry without local unemploy-
ment.46

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.47  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
1987.48

Such work enables prisoners to earn wages and acquire marketable
skills while learning individual responsibility and the value of productive la-
bor.  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 percent of federal inmates
who had been employed in prison industries violated their parole or were rear-
rested within a year of their release vs. 20 percent for nonemployed prison-
ers.49

In 1990 7.6 percent of all state and federal inmates had jobs in correc-
tional industries; by 1996 this had dropped to 6.6 percent (under 80,000 in-
mates) because traditional correctional industries, mostly socialist-run, were
not expanding fast enough to keep pace with inmate population.50  Gross sales
were $1.6 billion, overwhelmingly to other government agencies, and wages
paid to inmates were $74 million, or less than five percent of gross sales.51

In 1997, the Private Sector Prison Industry Enhancement program had
nearly 100 private firms employing 2,400 inmates to manufacture goods rang-

“Federal and state laws, as
well as bureaucratic ob-
stacles, impede more labor by
prisoners.”
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ing from circuit boards to bird feeders to graduation gowns.52  Airline reserva-
tions, telemarketing, data processing and map digitizing services employed
others.  At the current annual rate, $13 million in gross wages is being paid
(approximately $6,600 per prison-employee year), for a cumulative total of
$50 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 about 5,000 prisoners (far less than 1 per-
cent) work for private companies because of the additional costs of doing
business in prisons.53

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.54

Braun’s original vision was of an industrial park of three or four firms em-
ploying 200.  Thirteen years after opening Zephyr, he had added no more
businesses, but his two original plants were employing about 150 prisoners.55

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.

Among the steps that should be taken to make prisons hum with pro-
ductive activity are:

● Repeal or liberalize the various state and federal laws that restrict
trade in prison-made goods.

● Repeal the laws that compel government agencies to buy prison-
made goods in favor of competitive bidding for government pur-
chases.

● Create prison-enterprise marketing offices within prison and jail
systems.

● Allow private prison operators to profit from the gainful employ-
ment of convict labor.

Such reforms would overwhelmingly benefit American taxpayers, con-
sumers, workers and businesses.56  Congressman Bill McCollum (R-Fla.),

“Only about 5,000 prisoners
(less than 1 percent) work for
private companies.”
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chairman of the U.S. House Judiciary’s subcommittee on crime, recently intro-
duced H.R. 4100, the “Free Market Prison Industries Reform Act of 1998,” to
repeal the federal ban on interstate transport of prison-made products and
switch Federal Prison Industries from its socialist format to private production
for the open market.

Conclusion
The odds of imprisonment for a serious offense increased in the late

1980s and 1990s as legislators responded to the public’s “enough is enough”
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
attractive for potential criminals.  We also must reduce prison costs through
privatization.57  Finally, we must relax the laws hampering the productive em-
ployment of prisoners.

“As the odds of imprisonment
have increased, the national
crime rate has decreased.”
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APPENDIX

TABLE A-1

Crimes Reported in the United States, by Offense
1950-1997

* Larceny/Thefts over $50.

Source: Federal Bureau of Investigation, Crime in the United States, Uniform Crime Reports, annual; and FBI, UCR
1997 Preliminary Annual Release, May 17, 1998.

Motor
Agg. Larceny/ Vehicle

Total Murder Rape Robbery Assault Burglary Theft Theft
1950 1,784,640 7,020 16,520 53,230 80,950 411,980 1,044,160 170,780
1960 1,861,300 9,140 15,560 88,970 130,230 821,100 474,900* 321,400
1970 5,568,200 15,810 37,270 348,380 329,940 2,169,300 1,746,100* 921,400
1980 13,408,300 23,040 82,990 565,840 672,650 3,795,200 7,136,900 1,131,700
1985 12,431,400 18,980 88,670 497,870 723,250 3,073,300 7,945,700 1,102,900
1990 14,475,600 23,400 102,560 639,270 1,054,860 3,073,900 7,945,700 1,635,900
1992 14,438,200 23,760 109,060 672,480 1,126,970 2,979,900 7,915,200 1,610,800
1993 14,144,800 24,530 106,010 659,870 1,135,610 2,834,800 7,820,900 1,563,100
1994 13,989,550 23,300 102,220 618,950 1,113,180 2,712,800 7,879,800 1,539,300
1995 13,862,700 21,610 97,470 580,510 1,099,210 2,593,800 7,997,700 1,472,400
1996 13,473,600 19,650 95,770 537,050 1,029,810 2,501,500 7,894,600 1,395,200

1997(prel.) 12,942,940 17,880 96,486 488,715 1,009,210 2,426,450 7,578,800 1,325,400
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TABLE A-2

Crimes Reported in the United States, by Offense
Per 100,000 Population, 1950-1997

* Urban crime rates, 2,297 cities with total population of 69.6 million.

** Larceny/Thefts over $50.

Source: Federal Bureau of Investigation, Crime in the United States, Uniform Crime Reports, annual; and FBI, UCR
1997 Preliminary Annual Release, May 17, 1998.

Motor
Agg. Larceny/ Vehicle

Total Murder Rape Robbery Assault Burglary Theft Theft
1950* 1544.0 5.1 10.8 50.0 73.4 356.4 894.9 153.4
1960 1037.9 5.1 8.7 49.6 72.6 457.4 264.8** 179.2
1970 2740.6 7.8 18.3 171.5 162.4 1067.7 859.4 453.5
1980 5950.0 10.2 36.8 251.1 298.5 1684.1 3167.0 502.2
1985 5207.1 7.9 37.1 208.5 302.9 1287.3 2901.2 462.0
1990 5820.3 9.4 41.2 257.0 424.1 1235.9 3194.8 657.8
1992 5660.2 9.3 42.8 263.6 441.8 1168.2 3103.0 631.5
1993 5484.4 9.5 41.1 255.9 440.3 1099.2 3032.4 606.1
1994 5373.5 9.0 39.3 237.7 427.6 1042.0 3026.7 591.3
1995 5275.9 8.2 37.1 220.9 418.3 987.1 3043.8 560.4
1996 5078.9 7.4 36.1 202.4 388.2 943.0 2975.9 525.9

1997 (prel.) 4825.0 6.7 35.4 182.2 376.6 905.3 2827.1 494.3
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TABLE A-3

Commitments to Prison by Offense, 1950-1996
Five Murder/

Crime Nonnegligent Agg.
Total Manslaughter Rape Robbery Assault Burglary

1950 30,013 3,752 2,084 6,739 3,335 14,103
1960 40,036 3,720 3,986 8,149 4,163 20,018
1970 36,820 4,999 2,381 11,427 4,761 13,252
1980 80,562 11,408 3,260 25,652 10,665 29,577
1985 91,153 8,310 5,585 25,610 10,665 29,577
1990 116,968 8,844 7,346 31,013 22,882 46,883
1992 122,694 9,835 7,911 34,960 25,382 44,606
1993 116,735 9,648 7,907 33,250 24,772 41,158
1994 117,806 9,886 7,946 33,198 25,089 41,687

1995 (prel.) 118,927 10,707 8,141 32,089 28,512 39,478
1996 (est.) 116,483 10,732 8,158 31,208 28,365 38,018

Source: Data for 1950 to 1970 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, NCJ-102529, pp.
37 and 45.  Data for 1980 to 1994 reported in Bureau of Justice Statistics, Correctional Populations in the
United States, 1994, June 1996, NCJ-160091, pp. 16-20.  Data for 1995 are from Tables 1.20 and 1.21 in
Correctional Populations in the U.S., 1995, preliminary estimates provided by BJS statistician Doris Wilson,
June 1998.  The estimated values for 1996 are predicted from a time series regression of the 1992-1995 data
for each variable.  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 recommitments to prison;
by 1980 the data include only new commitments.
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TABLE A-4

Probability of Prison for Serious Crimes, 1950-1996
Five-Crime

Murder Rape Robbery Assault Burglary Total
1950 53.4% 12.6% 12.7% 4.1% 3.5% 5.27%
1960 40.7 25.6 9.2 3.2 2.4 3.63
1970 31.6 6.4 3.3 1.4 0.6 1.33
1980 49.5 3.9 4.5 1.6 0.8 1.57
1985 43.8 6.3 5.1 1.8 1.3 2.07
1990 37.7 7.2 4.9 2.2 1.5 2.39
1992 41.4 7.3 5.2 2.3 1.5 2.50
1993 39.3 7.5 5.0 2.2 1.4 2.45
1994 42.4 7.8 5.4 2.3 1.5 2.58
1995 49.5 8.4 5.5 2.6 1.5 2.71

1996 (est.) 60.0 8.4 6.4 2.8 1.6 2.88

Sources: Respective entries in Table A-3 divided by those in Table A-1.
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* Median months served for each of the five serious crimes weighted by the percentage distribution of commitments
to prison for each crime, as calculated from Table A-3.

Sources: Median months actually served for serious crimes for 1953 and 1960 (data for 1950 not available) were
obtained from BJS, Historical Corrections, p. 52, except that the data for rape were reported in the docu-
ment cited below.  Median months served in 1970 and 1980 were obtained from BJS, Prison Admissions
and Releases, 1982, p. 8.  Median months served for murder in 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.  Median months served for 1993-95 from unpublished data from BJS,
National Corrections Reporting Program, Correctional Populations in the United States preliminary
estimates, BJS statistician Doris Wilson, June 1998.  The estimated values for 1996 are predicted from a
time series regression of the 1992-1995 data for each variable.

TABLE A-5

Median Months Served, 1950-1996
Agg. Five-Crime

Murder Rape Robbery Assault Burglary Total*

1950 52 36 37 27 24 22
1960 52 - 34 20 20 21
1970 42 35 30 18 16 18
1980 44 33 25 17 13 17
1985 42 35 25 16 14 14
1990 70 43 30 16 15 13
1992 70 47 27 16 14 13
1993 67 44 25 15 13 12
1994 72 47.3 26.9 16.1 14 12.9

1995(prel. state) 61 44 27 16 16 15
1996 (est.) 62 44 27 16 16 15
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Source:  See Table A-5.  Where average months were not available, median sentence was increased by 30 percent to
estimate average months served.  The estimated values for 1996 are predicted from a time series regression
of the 1992-1995 data for each variable.

TABLE A-6

Average Months Served, 1950-1996
Agg.

Murder Rape Robbery Assault Burglary All
1950 75 51 49 28 30 32
1960 NA 45 42 25 25 28
1970 NA NA NA NA NA NA
1980 NA NA NA NA NA NA
1985 47.4 40.9 31.6 21.7 19 20.4
1990 83 55 41 23 22 22
1992 85 59 39 24 22 22
1993 81 57 38 23 21 21
1994 87 61 41 25 23 23

1995(prel. state) 75 56 36 25 23 22
1996 (est.) 76 57 37 25.5 23.5 22.5
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About the NCPA

The National Center for Policy Analysis is a nonprofit, nonpartisan research institute founded in

1983 and funded exclusively by private contributions. The mission of the NCPA is to seek innovative

private-sector solutions to public policy problems.

The center is probably best known for developing the concept of Medical Savings Accounts

(MSAs). Sen. Phil Gramm said MSAs are “the only original idea in health policy in more than a decade.”

Congress approved a pilot MSA program for small businesses and the self-employed in 1996 and voted in

1997 to allow Medicare beneficiaries to have MSAs.

In fashioning the 1997 budget deal, members of Congress relied on input from the NCPA’s Center

for Tax Policy. The Balanced Budget Act incorporated many key NCPA ideas, including the capital gains

tax cut and the Roth IRA. Both proposals were part of the pro-growth tax cuts agenda contained in the

Contract with America and first proposed by the NCPA and the U.S. Chamber of Commerce in 1991. Two

other provisions — an increase in the estate tax exemption and the abolition of the 15 percent tax penalty

on excess withdrawals from pension accounts — also reflect NCPA proposals.

The NCPA has also developed the concept of taxpayer choice — letting taxpayers rather than

government decide where their welfare dollars go. Sen. Dan Coats and Rep. John Kasich have introduced

a welfare reform bill incorporating the idea.  It is also included in separate legislation in the House spon-

sored by Jim Talent and J.C. Watts.

Another important area is entitlement reform. NCPA research shows that elderly entitlements will

require taxes that take between one-half and two-thirds of workers’ incomes by the time today’s college

students retire. A middle-income worker entering the labor market today can expect to pay almost

$750,000 in taxes by the time he or she is 65 years of age, but will receive only $140,000 in benefits —

assuming benefits are paid. At virtually every income level, Social Security makes people worse off —

paying a lower rate of return than they could have earned in private capital markets. To solve this prob-

lem, the NCPA has developed a 12-step plan for Social Security privatization.

The NCPA has also developed ways of giving parents the opportunity to choose the best school for

their children, whether public or private. For example, one NCPA study recommends a dollar-for-dollar

tax credit up to $1,000 per child for money spent on tuition expenses at any qualified nongovernment

school — a form of taxpayer choice for education.

The NCPA’s Environmental Center works closely with other think tanks to provide common sense

alternatives to extreme positions that frequently dominate environmental policy debates. In 1991 the

NCPA organized a 76-member task force, representing 64 think tanks and research institutes, to produce

Progressive Environmentalism, a pro-free enterprise, pro-science, pro-human report on environmental

issues.  The task force concluded that empowering individuals rather than government bureaucracies

offers the greatest promise for a cleaner environment. More recently, the NCPA produced New Environ-
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mentalism, written by Reason Foundation scholar Lynn Scarlett. The study proposes a framework for

making the nation’s environmental efforts more effective while reducing regulatory burdens.

In 1990 the center created a health care task force with representatives from 40 think tanks and

research institutes. The pro-free enterprise policy proposals developed by the task force became the basis

for a 1992 book, Patient Power, by John Goodman and Gerald Musgrave.  More than 300,000 copies of

the book were printed and distributed by the Cato Institute.

A number of bills before Congress promise to protect patients from abuses by HMOs and other

managed care plans. Although these bills are portrayed as consumer protection measures, NCPA studies

show they would make insurance more costly and increase the number of uninsured Americans. An

NCPA proposal to solve the problem of the growing number of Americans without health insurance

would provide refundable tax credits for those who purchase their own health insurance.

NCPA studies, ideas and experts are quoted frequently in news stories nationwide. Columns

written by NCPA experts appear regularly in national publications such as The Wall Street Journal, The

Washington Times and Investor’s Business Daily. NCPA Policy Chairman Pete du Pont’s radio commen-

taries are carried on 290 radio stations across America. The NCPA regularly sponsors and participates in

Firing Line Debate, which is aired on 302 public broadcasting stations. The NCPA additionally sponsors

several one-hour televised debates on the PBS program DebatesDebates shows each year.

According to Burrelle’s, the NCPA reached the average household 10 times in 1997. More than

35,000 column inches devoted to NCPA ideas appeared in newspapers and magazines in 1997.  The

advertising value of this print and broadcast coverage was more than $90 million, even though the NCPA

budget for 1997 was only $3.6 million.

The NCPA has one of the most extensive Internet sites for pro-free enterprise approaches to public

policy issues. All NCPA publications are available on-line, and the website provides numerous links to

other sites containing related information. The NCPA also produces an on-line journal, Daily Policy

Digest, which summarizes public policy research findings each business day and is available by e-mail to

anyone who requests it.

What Others Say about the NCPA

“...influencing the national debate with studies, reports

and seminars.”

— TIME

“...steadily thrusting such ideas as ‘privatization’ of

social services into the intellectual marketplace.”

—  CHRISTIAN SCIENCE MONITOR

“Increasingly influential.”

— EVANS AND NOVAK


