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Key Findings 
 
 
This report rigorously examines prison privatization, a topic of considerable interest to Pennsylvania 
counties.  The report surveys national evidence on prison privatization, examines Pennsylvania state 
law concerning it, and analyzes the privatization of the Delaware County prison, located in eastern 
Pennsylvania.  The research concludes that by contracting out prison management Pennsylvania 
governments can improve prisons and realize cost savings while maintaining ultimate authority. 
 
� By 1990, private prisons housed little more than 3,000 prisoners.  But the 1990s have seen 

the private prison population grow at a rate of 34.5% per year, and by 1996 private prisons 
held 85,201 prisoners. 

 
� Accounts of prison privatization from across the country indicate that governments on 

average realize savings of 10-20%.  The savings are typically in millions of dollars.  
Privatized prisons score better on quality comparisons, and act more responsively to protect 
their shareholders’ interests in the success of their contracts. 

 
� Pennsylvania state law considers prison privatization a legal form of prison management, 

although it does not allow the transfer of ownership from governments to corporations. 
 
� In Delaware County prisoner safety and prison quality have improved.  Prisoner assaults 

have dropped dramatically and the Pennsylvania Department of Corrections rated the prison 
“excellent.”  Prisoner satisfaction with food quality has increased significantly.   

 
� The construction was quick.  The county realized savings of $37 million just by using private 

construction for the prison. 
 
� Over seven years, Delaware County will save $20 million from private management alone—

roughly $2.9 million annually. 
 
� Delaware County’s total savings from private construction, private management, and debt 

service total $64 million over seven years. 
 
� The new private operator offered jobs to all but two of the approximately 250 public 

employees.  All employees received a 3-5% increase in their base salaries. 
 
� For these reasons, many Pennsylvania counties are considering private prison management. 
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I. Introduction 
 
This report examines prison privatization in Pennsylvania.  Specifically, it 
looks at Delaware County as a case study.  The Delaware County case 
involved private construction and management of prisons that remain under 
the county’s ownership.  The report aims to illustrate the savings achieved by 
prison privatization nationwide, then to focus on the techniques and 
innovations employed by Delaware County in its contracting process.  This is 
important because it represents the first major privatization of correctional 
services in the state.  Pennsylvania features one of the oldest and most 
developed prison systems in the nation.  The introduction of privatized 
prisons would lessen the financial burden of managing the state and county 
systems, freeing up funds for tax relief.   
 
The report takes shape according to the following outline.  In the first section, 
“Prison Privatization:  The Big Picture,” it looks at the major advantages of 
prison privatization, considering cases from throughout the United States.  
This includes coverage of cost savings and efficiencies, quality issues, 
bureaucracy, and accountability.  The next section examines Pennsylvania 
state law concerning prison privatization.  The third and longest section 
focuses on the case of Delaware County, profiling the bidding process, 
construction, the contract, and most important, actual results.   
 
After reading this report, Pennsylvania counties should have a better idea of 
the pros and cons of prison privatization.  In particular, they will be better 
informed of not only quality and savings issues, but also insights into the 
contracting process and Pennsylvania state law regarding prison privatization. 
 This intimate knowledge of items such as the actual prison contract for 
Delaware County should prove very helpful to governments considering and 
implementing prison privatization. 
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II.  Prison Privatization:  The Big Picture.  
 
Private prisons have become an increasingly significant sector of corrections 
in the United States.  In 1990, they housed little more than 3,000 prisoners.  
But the 1990s have seen the private prison population grow at a rate of 34.5% 
per year, and by 1996 private prisons held 85,201 prisoners.   Private firms can 
trace their success in corrections management to the spiraling costs of 
corrections over the last two decades.  The Department of Justice reports that 
from 1980-1992 spending by county governments on corrections grew over 
three-and-a-half times with an average annual increase of 12.6%.  Corrections 
expenditures have grown at a rate three to four times inflation, forcing 
counties to either raise taxes or seek alternative ways to keep costs down.   
Increasingly, governments are turning to the private sector.   
 
Prison privatization has taken hold across the nation because it brings several 
advantages over publicly run prisons.  Prison privatization brings three 
fundamental benefits: 
 
1. Cost Savings and Efficiencies 
 
The very growth of private prisons, and the willingness of governments to 
contract with private firms, illustrates anticipated cost savings and efficiencies. 
According to data from the University of Florida’s Center for Studies in 
Criminology and Law, jail privatization yields savings of 10-20% on average. 
  
Some of the early data on cost savings came with the study of the Hamilton 
County Prison near Chattanooga, Tennessee.  The National Institute for Justice 
conducted a three-year study of this institution, comparing what the county 
actually paid the Corrections Corporation of America with projected costs 
under government management.  The authors found an annual savings rate of 
5.37%.   Later, in 1991, Texas chartered its Sunset Advisory Commission to 
investigate the effectiveness of contracting in Texas’ state prisons.  The 
commission applied a similar methodology to the National Institute for Justice, 
and determined cost savings of 14.35%.    
 
In 1993 a case surfaced in Florida which allowed for cost comparisons before 
a contract was signed.  The legislature instructed the auditor general to 
perform a cost analysis of building and managing two new prisons, and also 
issued a request for proposal (RFP) from private firms.  The Wackenhut 
Corrections Corporation (Wackenhut) and the Corrections Corporation of 
America (CCA) responded with proposals that fell below the auditor general’s 
cost estimate by 10%.  As a result, Florida achieved guaranteed savings by 
signing a contract with private firms for less than the state’s system could 
guarantee.  
 
One of the most compelling examples of the savings potential of prison 

The very growth of 
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and the 
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privatization was demonstrated in a case study by Archambeault and Deis of 
Louisiana State University.  They examined three Louisiana prisons that 
feature nearly identical design, prisoner profiles, and comparable rural 
locations.  Each prison is operated by a different organization:  one by the 
Louisiana Department of Public Safety, one by the CCA, and one by 
Wackenhut.  The LSU professors analyzed costs over a five-year period, and 
found combined savings of 12.75% for the private prisons over the public 
facilities.   Arizona found similar savings when contracting the management of 
its Marana Prison.  The private firm, Management and Training Corporation, 
achieved 16.66% savings over per-diem costs for state prisons serving a 
similar population.    
 
There are many other examples of savings and lower costs.  The average cost 
per day per inmate for Texas in public-operated facilities is $42.47, compared 
to $29.25 for private.  In February 1997, Los Angeles County received bids on 
its “Pinchess Facility.”  The California Department of Corrections’ bid was 
$53.00 per diem, compared to the private firm’s $28.98.  In Ohio, Columbiana 
County predicts at least $1.4 million in annual savings from contracting out its 
jail to CiviGenics of Massachusetts.  The savings have come in both 
management and actual prison construction.  In California, public construction 
time totaled 40 months, compared to private design-build systems of 25 
months.    
 
Prisoner litigation represents another important cost center for the corrections 
industry.  Here the competitive market gives private firms incentives to control 
costs that public prisons do not necessarily face.  Public prisons know that 
prisoner litigation will be handled and paid for by the state, often without 
immediate or direct consequences at the prison level.  For private firms, 
though, litigation costs represent a money pit that can eat into shareholders’ 
profits.  As a result, they are vigilant to prevent these costs.  Moreover, they 
have an incentive to make sure their prisons operate according to the rules and 
do not provoke any prisoners to bring suit.  In 1997, approximately three 
quarters of American jurisdiction operated under consent decrees, court 
orders, or other forms of litigation; meanwhile, no private prisons faced such 
litigation.  
 
2. Less Bureaucracy, Higher Quality 
 
Perhaps most important, privately managed prisons appear to achieve cost 
savings without sacrificing the quality of the institutions.  A study by the 
Tennessee Select Oversight Committee on Corrections—which examined 
publicly and privately run prisons in Tennessee—found that CCA achieved a 
higher performance rating and still beat state facilities on cost.   A case study 
by Charles H. Logan at the University of Connecticut concluded that a 
privately operated facility outperformed a comparable federal facility in West 
Virginia on almost all of 333 indicators of quality.  
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For public officials, the existence of any savings (however small) achieved 
through privatization without sacrificing quality make contracting out an 
obvious choice. 
 
In addition, the firms that operate privatized prisons have the ability to 
structure their organizations differently than governments.  They often do not 
have to comply with a plethora of costly and useless bureaucratic requirements 
that would apply to a government organization.  
 
3. Accountability to a Higher Standard 
 
Third, corporations are more directly accountable than governments.  
Corporations are held accountable for their performance every day on the 
stock market, whereas public officials (at best) only face direct evaluations on 
election day.  After a prison break at CCA’s Northeast Ohio Correctional 
Facility in Youngstown, many called for cancellation of the contract and a 
resumption of management by the government.  The market, however, forced 
quick changes by CCA.  Specifically, CCA’s stock tumbled 25% to $16.90 per 
share.   It immediately installed a 24-hour checkpoint with metal detectors for 
all workers, more razor ribbon wire between fences, a new gun tower at the 
recreation yard, and doubled its fleet of patrol vehicles.  
 
On the contrary, a death-row inmate escaped recently from a publicly run 
prison in Texas, yet no one raised a voice calling for the government to turn 
over the management to a private firm.  Instead, a commission will investigate 
the incident and report to Texas’ prison board next year.   This represents the 
typical reaction to a common event in the corrections field. 
 
This illustrates three important features of accountability for private prisons.  
First, they are subject to sanctions—even cancellation of the contract—if they 
fail to uphold minimum standards of performance.  Second, they operate in a 
competitive environment; other private firms can bid on the renewal of the 
contract, making a good track record essential.  Finally, private corporations 
are held to a higher standard in the public eye due to the popular suspicion of 
“corporate exploitation” and “profiteering” that they often do not exercise 
concerning government prisons.  Worse, a double standard is often eagerly 
applied by unions and hostile public officials. 
 
 
III. Private Prisons and Pennsylvania Law 
 
With The Commonwealth of Pennsylvania allows for governments to contract 
out the management of prison facilities but does not allow the existence of 
private, for-profit prisons.  Involving the private sector in Pennsylvania 
prisons therefore would entail contracting management, but not full 
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privatization.   The Commonwealth has kept the link between the 
government’s administration of justice and its execution through penal 
sentences strong.  For instance, the 1846 statute chartering the Board of Prison 
Inspectors as the governing body of the Delaware County Prison remains in 
force.  In 1986 the Pennsylvania legislature passed a moratorium on prison 
privatization for a year. This moratorium is still invoked by some opponents 
of privatization, even though it expired after one year.    
 
 In 1998 the Pennsylvania Supreme Court issued a landmark ruling for prison 
privatization in Pennsylvania, as Delaware County won its case against the 
correctional employees’ union for the right to contract out prison 
management.  This clears the way for other Pennsylvania counties to consider 
prison contracting without the fear of legal entanglements.  
 
 This has not stopped certain legislators from trying to protect their turf, 
though.  For instance, state senator Clarence Bell introduced an amendment to 
the Pennsylvania Administrative Code that would outlaw the privatization of 
nursing services at the state correctional facility in Chester County.  Such a 
provision obviously promotes a special interest and hamstrings the state in 
seeking private sector-options for that facility. 
 
 
IV.  The Delaware County Case.  
 
 There is The Process of Contracting Out 
 
 In 1993 Delaware County found itself with more prisoners than it could 
house.  It had inadequate facilities for its prison population.  The county’s 
Board of Prison Inspectors first hired a consultant to evaluate its existing 
facilities, analyze its future needs, and make recommendations on his findings. 
 The consultant provided only an evaluation, and did not have a stake in 
subsequent county decisions concerning the prison.  In this way, the prison 
board brought objectiveness to its evaluation, ensuring an accurate reading of 
its needs before addressing them through contracting.  
 
 It is useful to profile the Delaware County Prison in order to gain a better 
understanding of what the Board faced.  The prison houses all classifications 
of prisoners from minimum security to violent offenders.  Among its inmates, 
65% have not yet been sentenced and are awaiting or undergoing trial.  The 
other 35% are primarily non-violent offenders who have been sentenced to 
less than five years.  Because of the large proportion of unsentenced inmates, 
the prison processes many prisoners in a given year.  In 1997 the facility 
housed a daily average of 950 residents while processing 7,200 inmates.  
 
 The consultant found that in the existing publicly run prison facilities, the 
main building’s conditions had deteriorated below regulations.  The cost of 



 
 8 

renovating the building, and the fact that other regulations dictated a limited 
amount of prisoners in the space it could provide, prompted the consultant to 
recommend abandonment and reconstruction.  He proposed that the Board 
construct facilities for 752 new male cells in three housing clusters designed 
to detain 1,372 inmates, set aside for maximum-, medium-, and special-
security populations, respectively.  The consultant foresaw a potential 
capacity of 2,000 inmates for the facility.  He did find that some of the 
facilities could be renovated instead of rebuilt.  He recommended renovating 
the existing women’s minimum-security housing.  The existing 
weekender/work-release building would be used for pre-release housing; 
sewage treatment would be upgraded.  
 
 The Board then issued a Request for Qualifications (RFQ) from firms that 
could pursue the project.  Several things stand out from the county’s RFQ.  
First, the county made it clear that it did not issue a “Request for Proposal” 
(RFP).   An RFP could involve the coordination of multiple firms and 
subcontractors in different phases of the project.  One firm could handle the 
construction design, while another managed the construction, and still another 
operated the prison upon completion.  Instead, the county required that a 
single firm submit qualifications to accomplish the project unilaterally, and 
operate it upon its completion.  By doing this, the county took advantage of 
efficiencies that result from the consistency of one firm.   The firm could 
design the prison in a way that geared it to accommodate daily operational 
procedures as efficiently as possible.  Moreover, the firm would have an 
incentive to complete the construction as fast as possible, so that it could 
activate the contract for housing prisoners, and start generating new revenue. 
 
 Another feature of the Board’s RFQ centers around the county’s ultimate 
authority.  The county wanted to avoid two things if it signed a contract with a 
private firm:  1) it did not want to see costs rise beyond a reasonable level 
over the life of the contract, with no recourse to remove itself from the 
agreement; and 2) it wanted to ensure that the prison was run on the county’s, 
not the private company’s, terms.  It made this clear from the beginning by 
indicating that management of the prison was “all subject to the control, 
supervision, and/or participation of the County and the Board.”  The county 
also called for the “completion of the expanded facilities for a guaranteed 
maximum price.”  
 
 The Board received responses from Wackenhut and CCA, and compared 
these to the consultant’s estimate of public operation.  Wackenhut came in 
with the lowest bid to operate the county’s prisons for 7 years, at $96 million. 
 CCA bid $99.25 million, and the estimate of public operation was $116 
million (see Chart 1).  The Board then requested additional information 
concerning how it would operate the prison and the transition period.  The 
issues the county asked the companies to address included the company’s 
strategies for handling labor issues, complying with Pennsylvania state laws, 
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methods for establishing costs, and a timeline for assuming control of the 
prison.  The county also asked for detailed estimates of prison construction 
and operating costs by category.  This allowed the commissioners to compare 
Wackenhut’s price to the one they paid at the time for corrections services, 
and also gave them a benchmark to help determine the actual costs of the 
project.  Since they made it clear that they expected a guaranteed maximum 
price, the commissioners did not show concern that Wackenhut might 
underbid to get the contract, then raise the price.  
 
 The vast majority of savings have come from newfound efficiencies in 
management.  Previously, 12% of the budget was absorbed by overtime.  The 
private firm has cut that figure to less than 1%.  Only two of 250 public 
employees were not offered jobs with Wackenhut.  Hourly pay rates were not 
cut.  Base salaries were actually increased by 3-5%. 
 
  
The Construction 
 
 The Delaware County Prison’s Board of Inspectors agreed to move forward 
with Wackenhut to build and manage its prison facilities.  Wackenhut’s 
contract during the construction phase involved it in prison design and 
provided it with a supervisory role for on-site construction. 
 

  
Concerning the design, the corporation worked directly with the county to 
produce the model that would best strike a balance between the corporation’s  
interests in efficiency and the county’s expectations for the prison.  
Wackenhut would issue a proposal to the Board of Inspectors, which the 
board would critique and review with Wackenhut.  Wackenhut would then 
respond to the county’s concerns, and the two would come to a compromise 
agreement.  In all of these things, though, the county had the ultimate 
authority, and could override Wackenhut’s interests as it pleased. 

Chart 1:  Bids on Operating the 
Delaware County Prison
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 In addition to performing the design of the prison, Wackenhut managed its 
actual construction.  This meant Wackenhut had on-site authority to make sure 
its design was implemented in the way that would prove most efficient for the 
prison’s operation.  Because Pennsylvania’s Separations Act requires public 
construction projects to be openly bid and contracted with the lowest bidder, 
the county contracted directly with other companies for the construction itself, 
but placed them under Wackenhut’s supervision. 

 
 Under Wackenhut’s management the project was completed for a cost of 
$55.84 million, compared to the original estimate of $93 million by the 
consultant (see Chart 2).  The prison’s construction not only produced direct 
cost savings to the county, but also generated millions more in bonds which 
county did not have to issue and on which they do not owe interest.  The 
county saves an additional $1.5 million per year on debt servicing because it 
issued fewer bonds than originally anticipated (See Chart 3). 
 
The construction was not only much less costly but also completed much 
more quickly.  At the time that Wackenhut broke ground for the new facility, 
a similar state prison in Chester County was over a year-and-a-half underway, 
yet Delaware County completed its prison before the government finished its 
facility.  
 
 
 
The Contract 
 
 Even while carrying out construction of the new facility, Wackenhut 
commenced its management of the prison’s operation.  The county contracted 
with Wackenhut to operate the prison for three years (through September 
2000), with the option of extending the contract for periods of two years 
thereafter.  The contract distinguished between what Wackenhut manages and 

Chart 2:  Construction Savings 
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what remains under the Board’s direct control.  
 
 The contract begins by addressing labor arrangements, the predominant factor 
in prison management.  Labor costs can comprise up to two-thirds of 
operating costs, and usually account for the general quality and effectiveness 
of a penal environment.  The contract gives Wackenhut authority over “hiring, 
firing, supervising, and disciplining its staff at the Prison.”  
Wackenhut also determines the wages, hours, and 
conditions of employment of all prison staff.  In short, 
Wackenhut has autonomy over labor issues.  This gives the 
vendor the freedom to control the most important factor in 
running the prison.  The stability and order of a prison 
depend heavily on the rapport between prison staff and 
inmates.  Because they want to operate the prison smoothly 
and efficiently to maintain the contract, Wackenhut has an 
incentive to make sure that the staff it hires will contribute 
to the order of the environment and possess the skills 
needed to keep it secure.  This section of the contract allows 
Wackenhut to act on these incentives, conditioning 
employment only on the proper training of all correctional 
officers in accordance with industry standards. 
 
The contract also places all social services for the prisoners 
into Wackenhut’s hands.  It mandates that Wackenhut 
provide food service, laundry and inmate clothing, arrange 
for transportation when needed, education, health services, 
recreation and exercise, a library, visitation program, and a 
commissary for inmates.  The education services include 
literacy training, GED, post-secondary programs, ESL, 
vocational, substance abuse education, and employment 
skills training.  The healthcare services include an initial physical of every 
incoming prisoner, emergency services, dental, optical, pharmaceutical, 
psychological, and detoxification programs, and full-time physicians on-call 
24 hours.  The prison contract also required health standards to meet or exceed 
the regulations set forth by the National Commission on Correctional Health 
Care.  The county’s Board of Inspectors had actually already contracted with 
EMSA to provide medical care, but had Wackenhut sign the very same 
contract when EMSA’s expired. 
 
 Although the contract gives Wackenhut a dominant role in providing services 
to prisoners, it does not give the vendor as much leeway in handling inmate 
discipline.  The contract’s first reference to this issue states that “the rules and 
regulations of the Prison respecting Inmate conduct are and shall be those set 
forth in the Delaware County Prison Resident Handbooks for the Men’s and 
Women’s Divisions.”  Moreover, the Board not only “regulates disciplinary 
procedures,” but also reserves to itself the administration of discipline (as 
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much as possible).  Wackenhut must report each alleged violation of the 
prison rules to the Board-appointed superintendent.  The superintendent may 
consider but has no obligation to abide by the prison’s recommendations.  The 
contract mandates the prison to carry out the instructions of the 
superintendent, and preserves the right of prisoners to appeal for 
administrative review. 

 
 These provisions should allay the fears of many who suspect that private 
companies will treat prisoners with no regard to the legal code and violate 
their human rights.  With a well-written contract, the government entity that 
owns the prison can prescribe the disciplinary protocol of the prison, and take 
action against the company if it violates the contract. 
 
 The fifth article of the contract sets the price for Wackenhut’s management of 
the prison.  The county agrees to disburse $34.10 to Wackenhut as the per-
diem rate for each prisoner.  Once the new prison was completed, the per-
diem rate for inmates of the new facilities dropped to $33.39.  For subsequent 
years, the amount will fluctuate according to the rate of inflation within a 
range of –3% to 6%.  If inflation/deflation exceeds those rates, either party 
can move to cancel the contract.  According to Ron Eldridge, who helped 
orchestrate the contracting process, this represents the first time in 
Pennsylvania history that a public works enterprise has been completed for a 
guaranteed maximum price.  As a standard of reference for this rate, consider 
that the year the contract was signed—1995—the per-diem costs were $39.75, 
which solidified a savings of 14.2% independent of inflation.  This savings 
would grow to 16% when the new prison began operations at the lower per-
diem cost.  These savings are even more remarkable when compared to the 
$59.50 state average at the time.  Under the contract, Wackenhut operates at 
roughly 60% the cost of the typical Pennsylvania prison. 
 
The financial portion of the contract also establishes the “per diem adjustment 
rate,” which recognizes the nature of the prison’s operation with respect to its 
population.  Because once the beds are there and the food is made, the 

Chart 4:  1995 Per-Diem Rates at 
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marginal cost of adding one more prisoner is little, the Board established an 
adjustment range for the per-diem rate.  For the old facilities, the Board 
targeted the adjustment rate at a population estimate of 1,000 prisoners.  
Within 150 prisoners of this, Wackenhut receives $4.25 more or less per 
prisoner over or under 1,000.  If the population consistently exceeds 1,150 or 
falls below 850, the parties can agree to renegotiate.  For the new facilities, 
the adjustment rate is set by bounds of 150 prisoners at a target population of 
1,200. 
 
The contract concludes by outlining logistics such as payment, determining 
default, arranging legal responsibilities, and insurance.  Among these the 
termination provisions protect the ultimate sovereignty of the county.  The 
Board may at any time exercise a “partial takeover,” taking over any service 
“at its convenience and without cause” but leaving the remainder of the 
contract intact.  Finally, the Board’s ultimate authority is established through 
Article VII Section 9, which states that the “Board may terminate this 
Agreement without cause for any reason.”  In case any doubt remains, Article 
X Section 1 declares that “the Board possesses the power and right to and 
shall manage, regulate, control and operate the Prison.”  These provisions 
clearly distinguish this contract from a full privatization:  the Board retains 
rights of ownership over the prison and de facto ownership over the contract 
itself. 
 
 
V.  The Contract in Action:  Privatization Results.  
 
 Similarly, Wackenhut assumed operation of the prison in September 1995 at 
the per-diem rate of $34.10, with an adjustment rate of $4.25.  In 1996 the per-
diem rate rose to $34.87 with an adjustment rate of $4.40.  When Wackenhut 
assumed the management of the new facilities it helped design and build, its 
per-diem rate dropped to $33.39.  This rate reflects the efficiencies that 
resulted from Wackenhut’s involvement in the design of the new facilities. 
 
Labor Issues 
 
 When Wackenhut assumed management of the new facilities, the labor union 
moved to cancel the company’s contract to operate the prison because, the 
union contended, the agreement violated the intentions of the parties in the 
existing union contract.  Actually, had the DCPEIU (Delaware County Prison 
Employees Independent Union) petitioned the company directly, Wackenhut 
would have had no choice but to recognize the union.  But instead the union 
filed a suit in the Pennsylvania courts.  Originally, the parties took their 
dispute to an arbitrator who ruled in favor of the union.  The Pennsylvania 
courts issued an injunction over Wackenhut’s assumption of management 
until the issue could be resolved.  While the case was still pending, the union’s 
contract with the county expired, and the county did not renegotiate with the 
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Quality Improvements 
 
• Prisoner assaults have “dropped 

dramatically.” 
 
• Prison rated “Excellent” by PA 

Dept. of Corrections. 
 
• Certified by the American Medical 

Association 
 
• Issued 27 GED’s in 1997. 
 
• Higher foodservice satisfaction 

among prisoners. 

union.  At this point, Wackenhut commenced its 
operation of the prison.  
 
 The case itself continued to work its way through the 
courts.  It eventually reached the Pennsylvania Supreme 
Court, which sided with the Board.  Although the Court 
traditionally upholds an arbitrator’s decision if “it can, in 
any rational way, be derived from the language and 
context of the agreement,” it had no choice but to strike 
down the arbitrator’s decision.  Because the contract with 
the union granted the Board the “right to hire, transfer, 
promote, demote, lay off, discipline or discharge 
employees” and “to subcontract work and services and 
delete and discontinue departments and personnel within 
County Government,” the language of the contract clearly contradicted the 
arbitrator’s decision.  The arbitrator instead looked upon the supposed 
intentions of the parties at the time of the signing; but the high court ruled that 
where express language contradicts this, the language of the contract takes 
precedence.  Moreover, the arbitrator ignored another provision of the contract 
that limited any arbitration to consider only the language of the contract.  
 
 The Supreme Court therefore ruled against the arbitrator’s decision.  
DCPEIU’s handling of representation issues may illustrate a broader agenda.  
Instead of pursuing immediate representation for its local employees under 
Wackenhut, the union pursued litigation in hopes of quashing prison 
privatization in Pennsylvania before it got started.  Either way, the union’s 
efforts backfired with the Court’s decision. 
 
 This, however, did not carry negative ramifications for the employees of the 
prison.  As noted earlier, of roughly 250 employees at the time of the 
contract’s activation, Wackenhut offered positions to all but two special cases. 
 Of those, approximately 85% accepted and remained on staff.  Wackenhut 
granted a modest increase to the base salary for all employees, ranging from 
three to five percent.  
 
 The health plans changed slightly, because the Board offered two plans 
whereas Wackenhut operates only one.  Some employees had to switch from a 
plan with total coverage to one with co-pay for medical visits.  All employees 
have full coverage of all medical care under Wackenhut’s arrangement.  
 
Prison Conditions 
 
Prison order and discipline have improved as a result of Wackenhut's tenure.  
The Philadelphia Inquirer reports that a Pennsylvania Prison Society member 
who regularly accesses the jail said that “assaults on prisoners by guards have 
dropped dramatically since Wackenhut took over management.”  
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The prison is still in the process of gaining accreditation from the American 
Corrections Association, which, as mandated by the contract, must occur 
within 18 months after the start of operations.  Already, however, the prison 
has received an “Excellent” rating from the Pennsylvania Department of 
Corrections as well as the Federal Bureau of Prisons, and it anticipates ACA 
accreditation soon.  
 
 Social and medical services continue at the prison with an increasing level of 
sophistication.  It appears that Wackenhut has improved on the quality of life 
of the prisoners.  In 1997 the American Medical Association certified the 
prison as a Health Care Facility.  Also in that year, the GED program issued 
27 High School Equivalency Diplomas to Delaware County inmates.   
Because the Delaware County Prison serves a transient population, it is 
difficult to conduct “before and after” investigations of the prison from the 
inmates’ perspective.  One has to rely mostly on anecdotal evidence, such as 
the fact that the first day Wackenhut served a meal through its new food 
service the prisoners gave it a standing ovation.   It appears, however, that 
quality of life has only improved for prisoners since Wackenhut assumed 
management responsibility.  We have yet to encounter evidence to the 
contrary. 
 
 
Financial Results 
 
 Financially, the prison has proven a boon to the county.  Assuming the 
contract would have been fulfilled at the public operators’ estimate of $116 
million over seven years (as compared to Wackenhut’s $96 million), the 
annual savings from operation total $2.9 million per year.  Add to this the $37 
million the county saved on the prison’s construction, and the annual savings 
of approximately $2.4 million from reduced debt service.  Altogether, this 
brings Delaware County’s savings from construction to $54.6 million.  In 
total, the county will have saved $74 million with the private provider.  This 
reflects $2.9 million per year from prison operations, and $54 million from the 
construction and debt savings (See Chart 5). 
 
The cost savings have developed as a result of the new prison design as well 
as by cutting overtime costs, which went from 12% of the budget to under 1% 
with Wackenhut.  Reducing overtime has probably been the principal force in 
cutting operations costs.  Also, Wackenhut takes advantage of economies of 
scale and its private-sector position to produce efficiencies.  When the 
company provides everyday materials for the prison’s operation—from guard 
uniforms to office supplies—it can utilize its purchasing power as a national 
corporation that buys in huge volume to lower its costs.  Moreover, 
Wackenhut can purchase materials much more efficiently because it does not 
face the bureaucratic purchasing regulations of a government entity—if it 
needs it, it just buys it. 

service in which a 
marketer assumes 
responsibility for 
its customer’s gas 
deliveries and 
consumption and 
aggregates 
nomination and 
balancing on the 
Equitable system. 
 Equitable 
determines 
whether a 
marketer is 
qualified and 
creditworthy, and 
requires that a 
marketer have a 
minimum of 50 
customers… 
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 Based on the graph below, the contract has also brought a great deal more 
stability to corrections spending in Delaware County.  From 1988-1995, 
Delaware County expenditures rose and fell dramatically, and in general 
outmatched inflation.  Yet since 1995, the year the contract was signed, the 
trend has been toward stabilization and a reduced growth rate—even into the 
negative range.  The graph measures the rate of growth rather than actual 
expenditures (any time a data series dwells above the inflation line), it 
represents an increase in prices over and above inflation.  In comparison to 
nationwide statistics, one can see how corrections costs have compounded at a 
higher growth rate, and although Delaware County stayed below that line, its 
growth rate hovered above inflation. 
 
When one puts the Delaware County prison’s cost savings into perspective 
with what governments spend on other services, it appears even more 
significant.  Pennsylvania spends an average of $7,680 per student per year in 
its public schools, according to the state department of education.   Assuming 
that schools spend this money over a period of 180 days, Pennsylvania 
schools spend an average of $42 per-diem on their students.  The Delaware 
County Prison spends $34 per-diem on its prisoners—providing food, 
clothing, shelter, security, health care, and education for roughly 20% less 
than Pennsylvania spends to educate its students. 
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 The financial benefits do not end with the direct cost savings of the prison for 
Delaware County; they extend to other counties as well.  Chester County 
would need to spend an estimated $38 million to build a new prison adequate 
to house its inmates.  Instead, it will send them to Delaware County for $55 
per-diem, thus producing a $20 profit per head for Delaware County.  In light 
of this, Delaware County is expanding capacity to 2,000 inmates, so that it can 
capitalize on prisoners from other counties.  The bottom line of all this is 
lower costs to taxpayers.  The revenues generated from out-of-county 
prisoners will be put toward the price that the Board pays Wackenhut for 
Delaware County prisoners.  
  
 
 VI.  Conclusion. 
 
In the restructuring of the electric industry, substantial customer payments for 
utility stranded costs were balanced by rate caps to protect consumers. The 
minimal level of gas industry stranded costs and the guaranteed 5% rate 
reduction through elimination of the GRT makes the issue less important as 
the gas industry is restructured.   
    
As noted, contracting out prison management has brought substantial savings 
to Delaware County, amounting to $2.9 million annually for the first seven 
years, and accumulating after that as well.  When including the total savings 
from private construction, private management, and debt service, Delaware 
County is saving $74 million over the first seven years—over $10 million 
annually.  To provide a sense of perspective, $10 million per year is over half 
the general operating budget for many Pennsylvania counties.  For the vast 
majority of counties, it far exceeds the loss of annual revenues caused by the 
elimination of the personal property tax, which was the second largest revenue 
source for Pennsylvania counties.  Delaware County’s success story takes root 

Chart 6:  Growth in Correctional 
Expenditures, 1988-1998*
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in the cooperation of a government body with a private firm to deliver 
services more efficiently.  It is important to note that efficient means not the 
lowest cost but the best product at the best price. 
 
 Delaware County now has a new, state-of-the-art prison at a cost way below 
original estimates; it successfully provides for the confinement and quality of 
life of its inmates; and it is turning what was a tax liability into a profit center. 
 The Board of Prison Inspectors achieved all of this without relinquishing 
even a modicum of its authority or control over the prison, which preserves 
administration of justice as an ultimately public function, merely delivered by 
a private firm. 
 
 Currently in Pennsylvania, Lebanon County, York County, and Mercer 
County are all openly looking into prison privatization.  Others are 
considering the option—certainly in private and off the record.   They will 
find very instructive results from the case of Delaware County, which may 
come to serve as a model for the outsourcing of prison management across 
Pennsylvania. 
 

 


