
MAYOR DANNY FERGUSON’S LETTER

Mayor Ferguson has written the President to express his concerns about the 
Administration's FY 96 budget proposal to privatize 5 new federal prisons, including one that 
is scheduled to open this summer in Forrest City, Arkansas. Here are the Mayor's concerns:

1. Economic Impact of Privatization. Mayor Ferguson is concerned that the 
privatization proposal in our budget will dampen the economic impact on the local area. The 
Justice Department's Bureau of Prisons (BOP) disagrees and believes that any difference in 
economic impact would be marginal. BOP concedes that starting wages for private sector 
personnel will be somewhat lower than for similar federal employees, but the overall number 
of jobs created should be the same. BOP's experience with privatization also suggests that 
the level of local purchases still should be very similar.

2. Future Add-Ons to the Forrest City Complex. Mayor Ferguson also believes 
that — after investing a statewide total of $6 million in the Forrest City site — the 
Administration's privatization proposal will result in no new prison facilities being added to 
the Forrest City complex. This is a legitimate concern. As part of 0MB and BOP's 
agreement to privatize certain new federal prisons, only new pre-trial detention and low to 
minimum security prisons will be privatized, and no new privatized prisons will be located on 
the same complex as higher level security facilities. Thus, BOP would be precluded from 
building new medium to high security prisons at the Forrest City site, but could still build 
other privatized, low to medium security facilities there. Forrest City's opportunity for 
expansion are narrowed, but not eliminated.

3. Mixed Signals from Congress and the Administration. Although BOP has 
committed to build one facility in Forrest City, it has not requested any funds for expansion. 
Congress, however, appropriated $6 million in FY 95 to begin expanding the Forrest City site. 
Thus, while Mayor Ferguson views the expansion of the Forrest City prison as already in the 
works, 0MB and BOP probably view this project as another congressional add-on that is 
likely to go unspent until Congress forces BOP to spend the money, or BOP can successfully 
reprogram the funds elsewhere.

I suggest we diplomatically stick by our budget. We could reinforce BOP's arguments 
that we do not expect privatization to diminish the impact on the local economy; that certain 
prisons — if not all types — could still be added to the Forrest City complex; and that 
Forrest City will be given every appropriate consideration for future priosn projects.

If we want to go a step further, we could commit to expand the Forrest City complex. 
We could recognize that Forrest City and Arkansas have gone out on a limb to provide for 
the expansion of the Forrest City compound; that we have a $6 million appropriation for this 
purpose anyway; and that we will spend this money and expand the Forrest City complex — 
but consistent with the OMB-BOP privatization agreement.

A draft letter is attached for your consideration.



DRAFT LETTER

Dear Mayor Ferguson;

Thank you for your recent letter to the President about the Administration's proposal in 
the FY 1996 Budget to privatize certain new prisons. The President forwarded your letter to 
me, and I am pleased to respond on his behalf.

As part of the Administration's effort to streamline government, the FY 1996 Budget 
includes a proposal to privatize the operation of 5 new prisons, including your own project in 
Forrest City. This proposal stems from the Administration's larger belief that government 
should do more to explore the privatization of certain functions. Given the current focus in 
Washington on redefining and reducing the role of government, I am sure you can appreciate 
the Administration's efforts to look for new ways to reinvent government.

However, your concerns with the Administration's proposal to privatize the new prison 
in Forrest City are legitimate, and I want to address them. First and foremost, let me begin 
by saying that it is my understanding that our privatization proposal should not dampen the 
local economic impact of the Forrest City prison. Our Bureau of Prisons' (BOP) experience 
in this area strongly suggest that both public and private prisons should provide a similar 
boost to the local economy. Second, privatizing Forrest City will not preclude BOP from 
expanding Forrest City in the future. BOP may still chose to build other private low to 
medium security level prisons in Forrest City, and I am sure that your project will be given 
every appropriate consideration.

(Optional paragraph: Moreover, as your letter mentions. Congress already has 
approved $6 million in FY 1995 monies to expand the Forrest City Prison project. I am sure 
that BOP intends to spend this money for its appropriated purpose.)



April 27, 1995

MEMORANDUM FOR CAROL RASCO 

From: Jose Cerda

Subject: Mayor Danny Ferguson's Letter to the President

This memorandum briefly outlines Mayor Ferguson's concerns regarding the 
Administration's proposal to privatize the new federal prison in Forrest City, Arkansas. Also, 
1 have included some general suggestions on how to approach the Ferguson letter. Please let 
me know if you require any additional information on this matter.

1. The Part of FY 96 Budget Proposal. As you know, with so many Presidential 
priorities included in the Justice Department's budget (crime bill, immigration and now 
terrorism), and federal prison costs rising uncontrollably, it has been nearly impossible for 
0MB and NPR to either cut spending or reduce FTEs at Justice. Privatization of certain 
federal prisons was one of the few cost-cutting and FTE-saving provisions that the President 
could embrace during consideration of Justice's FY 96 budget. The Bureau of Prisons (BOP) 
strongly resisted privatization, but finally acquiesced when 0MB limited its proposal to new 
pre-trial detention and low to minimum security prisons — and agreed not to locate the new 
privatized prisons on the same complexes as higher level security facilities, which would 
remain federal. Pursuant to this agreement, the FY 96 budget called for 5 new prisons to be 
privatized; Forrest City was among the selected projects.

BOP
2. Economic Impact of Privatization. Mayor Ferguson is concerned that the 

privatization proposal in our budget will dampen the economic impact on the local area, 
disagrees and believes that any difference in economic impact would be — at best — 
marginal. BOP concedes that starting wages for private sector personnel will be somewhat 
lower than for similar federal employees, but the overall number of jobs created should be the 
same. And while federal procurement laws won't be in effect to promote local purchases of 
necessary products, materials, etc., BOP's experience with privatization suggests that the level 
of local purchases still should be very similar.

3. Future Add-Ons to the Forrest City Complex. Mayor Ferguson also makes the 
case that the Administration's privatization proposal will result in no new prison facilities 
being added to the Forrest City complex. This is a legitimate concern. The OMB-BOP 
agreement would preclude BOP from proposing to build new medium to high security prisons 
at the Forrest City site, but it would allow for the construction of other privatized, low to 
medium security facilities in the future. Thus, the OMB-BOP agreement narrows — but 
does not eliminate — Forrest City's opportunity for expansion.



4. The Big Picture: Caught Between Congress and the Feds. At the heart of 
Mayor Ferguson's troubles is the fact that Forrest City and the State of Arkansas have 
invested $6 million in the hopes of getting BOP to build a large, multi-level security facility, 
and that that facility now may not be built. Although I believe the Mayor's expectations were 
a bit too optimistic, they were not totally unreasonable. Afterall, BOP did agree to build one 
facility in Forrest City, and Congress did $6 million for expansion in FY 95 (conference 
report accompanying the final FY 95 Commerce, Justice, State appropriations bill). From 
0MB and BOP's perspective, however, the Administration neither requested nor committed to 
build any additional facilities in Forrest City. Thus, while Mayor Ferguson has viewed an 
expanded Forrest City prison as a done deal, 0MB and BOP probably view this $6 million 
project as another congressional add-on that will remain in play during the upcoming budget, 
rescissions, appropriations and re-programming process.

5. Some Suggestions. Given that the White House (0MB) fought hard to get BOP to 
pursue privatization, I do not think reversing our position on privatization and/or formally 
amending the FY 96 budget is a viable option. However, depending on our level of concern 
and willingness to get involved, there are other things we can say and do. The following 

options come to mind.

First, we could diplomatically stick by our budget. We could simply reinforce BOP's 
arguments and say that we do not expect privatization to diminish the impact on the local 
economy; that certain prisons could still be added to the Forrest City complex; and that 
Forrest City will be given every appropriate consideration for future projects.

Second, we could stick by our privatization plans, but agree to expand the Forrest City 
complex. We could recognize that Forrest City and Arkansas have gone out on a limb to 
expand the Forrest City compound; that we have a $6 million appropriation for this purpose 
anyway; and that we are committed to spend this money and expand the Forrest City complex 
— but consistent with the OMB-BOP privatization agreement.

Third, we could quietly give up on trying to privatize Forrest City and look to spend 
the $6 million appropriation in a way that meets both the needs of BOP and Forrest City.

Personally, I would recommend some variation of option two or three, depending on 
whether we want to err on the side of privatization or Arkansas. Frankly, there's little value 
in sticking one hundred percent to the budget proposal. Three things can happen if we stick 
by the budget and choose not to spend the expansion money: (1) Congress — either through 
additional appropriations language or political pressure — will try and make us spend the 
money (In fact. Senator Bumpers has already written to BOP); (2) the Administration will try 
to reprogram the money to other priorities in Justice; or (3) the money goes unspent until 
either Congress or the Administration blinks and outcome (1) or (2), respectively, comes to 

pass.

Again, please let me know if you require any additional information. I'm sure that 
0MB and Justice's BOP would be interested in whatever we chose to do or say — if 
anything — on this matter. Also, it may be wise for Mack to consult Counsel's office.
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pre-trial detention and low to minimum security prisons — and agreed not to locate the new 
privatized prisons on the same complexes as higher level security facilities, which would 
remain federal. Pursuant to this agreement, the FY 96 budget called for 5 new prisons to be 
privatized; Forrest City was among the selected projects.

2. Economic Impact of Privatization. Mayor Ferguson is concerned that the 
privatization proposal in our budget will dampen the economic impact on the local area. BOP 
disagrees and believes that any difference in economic impact would be — at best — 
marginal. BOP concedes that starting wages for private sector personnel will be somewhat 
lower than for similar federal employees, but the overall number of jobs created should be the 
same. And while federal procurement laws won't be in effect to promote local purchases of 
necessary products, materials, etc., BOP's experience with privatization suggests that the level 
of local purchases still should be very similar.

3. Future Add-Ons to the Forrest City Complex. Mayor Ferguson also makes the 
case that the Administration's privatization proposal will result in no new prison facilities 
being added to the Forrest City complex. This is a legitimate concern. The OMB-BOP 
agreement would preclude BOP from proposing to build new medium to high security prisons 
at the Forrest City site, but it would allow for the construction of other privatized, low to 
medium security facilities in the future. Thus, the OMB-BOP agreement narrows — but 
does not eliminate — Forrest City's opportunity for expansion.
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other privatized, low to medium security facilities there. Forrest City's opportunity for 
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3. Mixed Signals from Congress and the Administration. Although BOP has 
committed to build one facility in Forrest City, it has not requested any funds for expansion. 
Congress, however, appropriated $6 million in FY 95 to begin expanding the Forrest City site. 
Thus, while Mayor Ferguson views the expansion of the Forrest City prison as already in the 
works, OMB and BOP probably view this project as another congressional add-on that is 
likely to go unspent until Congress forces BOP to spend the money, or BOP can successfully 
reprogram the funds elsewhere.

I suggest we diplomatically stick by our budget. We could reinforce BOP's arguments 
that we do not expect privatization to diminish the impact on the local economy; that certain 
prisons — if not all types — could still be added to the Forrest City complex; and that 
Forrest City will be given every appropriate consideration for future prison projects.

If we want to go a step further, we could commit to expand the Forrest City complex. 
We could recognize that Forrest City and Arkansas have gone out on a limb to provide for 
the expansion of the Forrest City compound; that we have a $6 million appropriation for this 
purpose anyway; and that we will spend this money and expand the Forrest City complex — 
but consistent with the OMB-BOP privatization agreement.

A draft letter is attached for your consideration.



DRAFT LETTER

Dear Mayor Ferguson:

Thank you for your recent letter to the President about the Administration's proposal in 
the FY 1996 Budget to privatize certain new prisons. The President forwarded your letter to 
me, and I am pleased to respond on his behalf.

As part of the Administration's effort to streamline government, the FY 1996 Budget 
includes a proposal to privatize the operation of 5 new prisons, including your own project in 
Forrest City. This proposal stems from the Administration's larger belief that government 
should do more to explore the privatization of certain functions. Given the current focus in 
Washington on redefining and reducing the role of government, I am sure you can appreciate 
the Administration's efforts to look for new ways to reinvent government. Your letter, 
however, raises some legitimate concerns with the Administration's proposal, and I would like 
to address them.

First and foremost, let me say that I do not believe the Administration's privatization 
proposal will dampen the local economic impact of the Forrest City prison. I understand that 
the Bureau of Prisons' (BOP) experience in this area strongly suggest that both public and 
private prisons should provide a similar boost to the local economy, and that the number of 
new jobs created should be the same.

Second, it is also my understanding that privatizing Forrest City will not preclude BOP 
from that site in the future. BOP may still chose to build other private low to medium 
security level prisons in Forrest City, and I am sure that your site will be given every 
appropriate consideration. (Optional sentence: In fact, as your letter mentions, Congress 
already has approved $6 million in FY 1995 monies for this purpose, and I see no reason 
why BOP would not comply with Congress' intent on this matter.)

Again, thank you for writing to the President on this matter. I know that you have 
done much to promote the Forrest City prison project, and the Administration is committed to 
working with you in implementing its privatization proposal.
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MEMORANDUM FOR MACK McLARTY

FROM; ALICE RIVUN

SUBJECT: Privatization of Qperatiom for the New Foiiesi City, Arkansas. Prison

You lequut^ an analysis of the note from the Mayor Ferguson of Fotresi City, Arkansas, 
on the privatization of operations of a new Federal prison under construction in Foirest City.
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Back

A major initiative in the 1996 Budget for the Depaitaent of Justice wis the piiVAtiatioil of 
prison operations for all new low and minimum security prisons and pre-trial detention 
facilities that have already been funded and are under construction. The proposal saves over 
4,000 Federal jobs. It also will result most probably iin some dollar savings .that were not 
quantified in the 1996 Budget due to Federal inexperience in this area and the political 
vulnerability of the estimates.

The policy was developed by 0MB and proposed to the Department of Justice. Justice first 
objected to the proposal, but then agreed on the following conditions; (1) the Bureau of 
Prisons (BOP) would not privatize any existing facilities, (2) BOP would privatize the 
operations of all new pre-trial detention facilities and all new mtfiiwnm and low security 
facilities opening in 1996 and beyond, and (3) BOP would hqi privatize the openuions of any 
new medium or high security facilities. Including any portion of any new prison complex 
opening in 1996 and beyond conuining those security levels. BOP felt strongly on the last 
point, stating that staff within a facility should not be a mixture of Federal employees and 
contractors due to a number of potential problems, including lines of authority and disparate 
wage and benefit arrangements.

The privatization of Federal prison opentioiis was raised with and endorsed by the President.

The 1996 Budget identifies five new facilities opening in 1996 for which the operations will 
be contracted out:

Fasility ProlWBd toaing Pate Beds
Taft CA Minimum Security FaciliQ' March 1996 512
Taft CA Low Security Facility Mareh 1996 1,536
Brooklyn NY Detention Center May .1995 1,229
Forrest City AR Low Security Facility July 1996 1,536
Yazoo City MS Low Security Facility September 1996 1

Total 6.349



inicFc Cifv Pftderal Prison

Jie note from Mayor Per^;ujon of Forrest City, Arkansas, implies that the Federal
^vcmmeni Is falling short of its commitment to build a Federal prison complex in that area
diat « wgmficantly larger than the facUity scheduled to open in 1996. No such commitment
has made. It also ftults the privatizaUon of prison operations for Forrest City, stating
that It reduces incentives to build three additional units. This is only partially correct.

The com^tment was made - and ftinds have been appropriated •• for one low security
ftcility. pe land acquisition and improvements were taken on by the State of Arkansas and
Forrest City in anticipation of a larger, multi-level security facility that has not been agreed
to or re^sted by BOP. However, $6 million was included as an "add-on" tiiroush
appropriations action by Congress for FY 1995 to finance one half of a minimum security
camp, requiring a aubsequent $7 million in completion ftmds.

Under the current agreement with the Department of Justice, BOP would not privatize the
operations of any new facUity that would have medium or high security prisons attached to
lower secunty facUiUes. However, the Fonest City facility could be expanded to have
additional pre-trial, minimum, or low security components attached to ^ current new
racility. Under this scenario, the operations of the entire complex could be privatized.

BOP ^ received a similar request for more infonnation on the Forrest City privatization
from Senator Dale Bumpers. Attached is a copy of the BOP response.

Attacbnieni
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What will likely be the a££aot on vagaa and tilring praetlaaa 
at tho faeility?
Baaed on our liaited arparionea, I would antloipata that the 
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Fadsral prisons (s.g., isdiUB or high). Csnssqumtly, tha 
privatisation of tha prisons eucsaatly plannsd in Petrost citywould praeluda higihw saourity fsellitisa bslng Isaatsd thsrs.
Tha possibility would sxiot for futurs additional binlsua and levaaeurity priaena, if tbsy vara roquirad based i^on eur ianata
pepulatios heads and, at ceursa, approvad by tha cangrasa.
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imioh otter protrial dotantioa, oIwIot ote lov aoeiirlty 
faoilltiM now uteor eoliotmetien havo not 
for privatliationT

inelttte

eeaaiitoBt with tho atevo axpianation, alni»M and lav

ssM'iiSSirtis.*s SiSi.ruys'Ssns; 2
aaouEity iMtitationa that art adjaooat to Bodita or hlQhfr 
•Murity raelUtloa will not te privatiaod. Tteaa 
■iniBiB aaswrn utalUta oai^a at tte wMm aamrlty radarai 
coxraotlonal Ztetitatiana undor ooftotnetion in deoth
earoiliu and BaaUoy« want virglAla. ai vail aa a alTilaua 
aoeurity satallita oaap for tte Uhitad sutaa tenitaatiasy that 
wo plan to hoild la PoUcoJe, Louioiana.

1 aa eoBBittod to aaauviiit that wo eoatlaiia te operate ofor 
fodoral eerroetioaai fiaolUtiaa in a aafa and offootivo aaanor 
and tellovo that canrylng out tha privatiaatian plan daaerlted 
ateva will posait ua to do ae. I an availahia at yeiff eenvanlaaea to diacuo our plana with you in graatar detail or to 
anovar any ouaationa you aay havo. Z alae want to thank you for tho stroni oupporc that you nava «ivan tte Burpau of Prisons ovor
tha yaara.

8iaearaly«

^oJLfiuO'v(>4X
Xathlaan N. Rank 
Dlrastor



MACK McLARTY

April 14, 1995

To; Car - Pju.^ wvajf^
sec /r ..- 7-^'^

tsLteCiK.I would appreciate any insight you cam 

provide on this matter.

r

Thanks.

LM
cc

Attachments



THE WHITE HOUSE
WASHI NGTON

April 14, 1995

MEMORANDUM FOR ALICE RIVLIN 

FROM: MACK McLARTY

SUBJECT: ANALYSIS OF FORREST CITY PRISON MATTER, AS 
REQUESTED BY THE PRESIDENT

The President asked us to analyze the letter he received from 
Danny Ferguson, Mayor of Forrest City. I would appreciate it if 
you would have the proper people at 0MB do this and send the 
analysis to me.

Thanks.

Attachment



April 4, 1995

Mack;

The President's note to you reads:

Please call me re this.

The hand-written note to the President from Danny Ferguson,
Mayor, Forrest City, reads: '------ —^

The budget 0MB submitted proposes privatizing the Federal
prison in Forrest City. The State put almost"$i million
into the land, and the City has put $5 million in this, all/
local funds via a 25% increase in water/sewer rates. Only/
the 1st unit of the 4-unit complex has been funded, and t^
BOP (off the record) feels that privatizing this first unit
will reduce incentives to build the other 3 units. If we
only get 1 unit, our $5 million investment (as well as the
State's $1 million) will not repay, as the economic benefit
will only be a fraction of what was proposed in the full
complex. Our wish list - (1) Forrest City facility remain
BOP operated as originally proposed; (2) additional units
funded (2nd unit is projected to be $13 million - $6 million
has been funded & design is complete — can't go to bid
unless remaining $7 million is appropriated.

Forrest City made tremendous sacrifices & investments to get
this Fedeyal orison complex as originally proposed. We
would deeply appreciate your getting this complex back on
track. ■ ' '

Best of luck, and we will always remain strong supporters of
you and your Presidency.
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