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 OMB 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, 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 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. QOur 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,
[ 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 '
OMB 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 OMB limited its proposal to pew
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.



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
OMB 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, OMB 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 (OMB) 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.
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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.

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
OMB 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.



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,
I 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
OMB 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 OMB 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.

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.



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
OMB 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, OMB 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.

S. Some Suggestions. Given that the White House (OMB) 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.

ggmplex We could recogmze that Forrest Crty 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.

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
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anything —- on this matter. Also, it may be wise for Mack to consult Counsel's office.
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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 | i A
: . TCOB/J-GSA; TLC: 4/21 /08
FROM: ~~ ALICE RIVLIN
SUBJECT:  Privatization of Operations for the New Forrest Ciry, Arkansas, Prison

You requested an analysis. of the note from the Mayor Ferguson of Forrest Ciry, Arkangas,
on the privatization of operations of 8 new Federal prison under construction in Forrest Ciry.

Background

A major initiative in the 1996 Budget for the Department of Justice was the privatization 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 in some dollar savings that were not
quantified in the 1996 Budget due to Federal inexpericnce in this area and the political
Vulnerability of the estimates. '

The policy was developed by OMB 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 minimum and low security
facilitics opening in 1996 and beyond. and (3) BOP would pot privatize the operations of any
new medium or high security facilities, including any portion of any new prison complex
opening in 1996 and beyond coniining those security levels. BOP felt strongly on the last
point, stating that staff within a facility should ot be a mixmure of Federa] employess and
contractors due to a mumber of potential problems, including lines of authority and disparate
wage and benefit arrangements. _ :

The privatization of Fedéral prison operations was miséd with and endorsed by the President.

The 1996 Budget identifics five pew facilities opening in 1996 for which the operations will
be contracted out: ’ - _

Fasility " Projected Obening Date Beds

Taft CA Minimum Security Facility March 1996 812
Taft CA Low Security Facility - ' March 1996 1,536
Brooklyn NY Detention Center ~ May 1998 1,229
Forrest City AR Low Security Facllfty July 1996 1,536 .
Yazoo City MS Low Security Facility ' September 1996 1536
Total " . 6,349




The note from Mayor Ferguson of Forrest City, Arkansas, implies that the Federal
Government is falling short of its commitment to build a Fedcral prison complex in that area
that is significantly Jarger than the facility scheduled to open in 1996. No such commitment
has been made. It also faults the privatization of prison operations for Forrest City, stating
that it reduces incentives to build three additional unjts. This is only partially correct.

The commitment was madc ~ and funds have been appropriated -- for one low security
facility. The 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 requested by BOP. However, $6 million was included as an "add-on" through
appropriations action by Congress for EY 1995 to finance one balf of a minimum security
camp, requiring a subsequent $7 million in completion funds.

Under the current agreement with the Department of Justice, BOP would not privatize the
operations of any new facility that would have medium or high security prisons attached to
lower security facilities. However, the Forrest City facility could be expanded to have
-additional pre-trial, minimum, or low security components auached 1o the current new
facility. Under this scenario, the operations of the enitire complex could be privatized.

BOP has received a similar request for more information on the Forrest City privauzation
from Senator Dale Bumpers. Attached is a copy of the BOP response.

Atta_chmcm
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Mareh 9, 1998

The Honorabla Dile Bumpars
United gtates Setate
Washington, D. C. 20810-0401

Dear Smﬁr Bumpers:

Thank you £or your lstter of February 13, 1995 cencerning
the President's 1996 Budget vhich proposes the privatization of
saeveral federal prisens. You had several quntﬁm regarding the
nev policy and this letter provides infermation en each ef the
iesuas you raised.

e What will likely be the ozzict-on vages and hiring practices

At the faeility?

Based on our limited experience, I would anticipats that the
initial vages of entry lavel corrsctional efficers weuld bs
scmewvhat lower than that paid te Bursau of Prisons (BOF) entry
lavel corrsctional officers. Howevar, this vill be datermined by
vhich company {s awarded tha contracz. I really am not im a
position to previde petantisl salary projecticns. Ragarding
hiring practices, va vould anticipate that ¢ha level ef loeal -
hiring vould be the same as that which the BOP vould undertaks.

Will there be any changs in tha numbar anda typa of jabs
oraated at the faeility? ' _

I do not antieipata that there .vould be any substantial
differenea in tha numbers and types of jabs. '

Will the timetable for opening the uciuﬁy bs affected?
If sa, how? ,

. Our surwent plans are that gho eln:-ﬁl. will not be
affected,

¥hat requirements, if any, will a private eperater face

with respect to dealing wvith local vendors the Forzes
City araa? Hov do thase diffar from the requirements -
faced by a facility run by the Bureau? . :

The BOF currantly attexpts to nmaxizize its ﬁu.renn (-} 4
supplies and matarials in the locsl area, consistant with the
requirements of the rederal Acquiaition Regulatien. We vwill ret
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bs able to dirsoct any petantial contractor ag to whare its
supplies and zaserials ars purcbased. HNowever, I bslievs thag
noraal business econesics vill result in continued maximum uss of

local suppliecs.

. To vaat exXtaft has privatization been implemented in
fedaxal prison facilities? Mov have vagss, jabs, local
vendozs, etc., baen affected at those facilities? Mave
ga:u:ui%.tuu pariorzed as vell as those operatad dwy

For sany years, the BOPF has used ths privata lccﬁnr £or oun
halfvay house pregraa. Over ths past several years, the BOP, on

a lipited Basis, Ris BOgUR %o use privats companies to cparata
some sscure institutions. We cwrrently have approximately 2,200
insates in private securs facilities. Our knowledge base comss
mers from ganaral exparience and inpressions, since detailed
analytical studies have not been undextaken. Our impressien is
that starting wages are lover, the nunbar of jobs appreximately
the saze, and the level of local purchases is similar. We have
Rad aixed impressions cencerning the facilities' ggtm-.
Some of tha facilitias have operatea vitheut any carnible

probleas.

It is important to note that -Erivau carractions as an
industry has been in existenca a little cver a decads. The
industry has matured aignificantly in recent years and thare are
several large experienced companiss who have ability to mset

- our requiremants. I believe tha prisons identified in the
President’s 1996 Budget can be privatized and oparatad in a sare
and effective manner. Our objective vill be to ses that they are
operatsd to our reguiar standards for S0P imstitutions.

° Einca the proposal is limited te "the majority of
pratTial dstantion, ainiaus and lav sesurity Pedarsl
prisens” vhat sffect vill privatization have on

 prespacts fer future highar seourity facilitiss at
Forzest City? Hov will it be destezmined which of the
lovar sacurity facilities vill be privatised and which

wvill not bs privatized?

The propesal curzently panding bafore ths Cengress calls for
' tha privatisation of all future pre-trisl, minimum- and low=

sacurity cerrsational facilities, with the axception of minimme
and lov-gecurity prisons that aze attached to higher sscurity -
Federal prisons (e.g., Bedium or high). ently, the
privatization ¢f the prisons cwrently planned in Porrast city
would preclude highezr security facilities being lecated thers.
The poseibility would exist for futurs additional minimm and low
sacurity prisons, if they wvers required based upen our inmate
population nesds and; of course, approvad by tha Congress.
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. Which cther pretrial detantien, minimum and lov security
' gacilities nov undar construction havs noet bean targetad
fer privatization?

Coasistent with the adove axplanatian, minizus and low
security racilities now (or seen to bs) under construotion as
ceaplexss in Beaumsnt, Texas and Coleman, Plorids vill not bde

{vatiged sinea thsy ars part of a cumplex conta medium and

eh security inssitutions. In additien, sstellits
seourisy institutions that are adjacent to Bediun or highar
security racilitiss will not bs privatized. Thase would include
Binizup secuzity ssteilive camps at the nedius security Federal
correctional Instisutiens under constguction in Bdgegield, South
Carolina and Beckley, Wast Virginia, as vell as & ainimum
_sacurity satallits cazp for the tnited States Penitantiary that
ve plan to build in Polloak, Leuisiana.

1 am cogmitted to ensuring that we cantinue €O cperate our
Sederal correctional facilities in a sagfe and seffective manner
and bellsve that ing out the privatizatien plan descrided
above vill parmit us to do se. I am availabla at your - _
convanience to discuss our plans with you in greater datail oz to
ansver any questions you say have. I also want to thank you for
the streng SUppOrt that yeu have given the Buresu of Prisons over

the years.
sinesrely,

Ko U o

Xathleen M. Hawk
Diracter



MACK McLARTY

April 14, 1995

I would appreciate any insight you ¢

provide on this matter. : |
i‘hanks. H% mgqlzl
. oL % e

Attachments
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THE WHITE HOUSE

WASHINGTON

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 OMB do this and send the
analysis to me.

Thanks.

Attachment

Bee, QA_,&QTRW



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: -

—— e

The budget OMB submitted proposes privatizing the Federal
prison in Forrest City. The State put almost~$1 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 the
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. OQur 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 a rison 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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