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Scope

Objectives

DEPARTMENT OF CORRECTIONS
CORRECTIONAL INDUSTRIES PROGRAM

Department of Corrections
Correctional Industries Program

We have performed an audit of the Department of Correc-
tions, correctional industries program for the period
July 1, 1994 to July 31, 1996. For the purpose of this audit
correctional industries is defined as being the operations of
two Department of Corrections agencies, the Bureau of State
Use Industries (DEPTCOR) and Farm Operations within the
Department's Office of Institutional Support Services. Both
operations are administered without appropriated funding
and are reported on the New Jersey Comprehensive Financial
System as revolving funds. As such, each is fiscally con-
strained so that operational expenditures are financed by the
revenue it generates.

DEPTCOR operates 21 industrial shops utilizing inmates
from nine correctional institutions. A widerange of products
are manufactured in the industrial operations and are sold
only to tax supported agencies, institutions and units of state,
county and municipal governments. Products include auto
tags, bakery items, brushes and mops, clothing, furniture,
mattresses, metal products, printing and signage. Dataentry,
tele-response and other services are also offered.

Farm Operations involve farms at or near nine state institu-
tions, a dairy plant and a beef processing plant. Minimum
security inmates are utilized from six correctional institutions
or their satellite locations. The farms and plants produce a
variety of products including milk, beef and pork for con-
sumption in state institutions and feed crops that support the
dairy farms.

Because of itsrelative size, our review and recommendations
were more focused on DEPTCOR's operations.

Our primary focus was to evaluate correctional industries
operations and potentia in maximizing inmate employment
in productive jobs, while remaining self-sufficient.
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We focused on the adequacy and ability of its operationsin
achieving the following objectives:

1.

developing program goals, objectives and strategic
business plans,

self-sufficiency,

reducing costs to taxpayers,

maximizing inmate employment while incarcerated,
maximizing employability of inmates when released,
offering goods at competitive prices,

establishing and administering effective Private Sec-

tor/Prison Industry Enhancement Certification (PIE)
Programs.

These objectives were selected because of their inclusion in
DEPTCOR's mission statement and their worth to a correc-
tional industries program. DEPTCOR's stated mission is to:

1.

2.

develop and maintain inmate work programs,
be fiscally self-sustaining,

provide quality manufactured goods and services to
government agencies at prices which effect savings of
taxpayer dollars,

teach good work habits and marketable skills to help
prepare the inmate for release to society, and

provideinmates with vocationa training for pre-industry
gualifications, on-the-job training, and assistance with
post-rel ease employment.
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Methodol ogy

Prison superintendents and correctional

DEPARTMENT OF CORRECTIONS
CORRECTIONAL INDUSTRIES PROGRAM

Our audit was conducted in accordance with Government
Auditing Standards, issued by the Comptroller General of the
United States. In preparation for our audit, we studied
legidation, executive orders, administrative codes, circular
letters promulgated by the State Comptroller, and policies of
the Purchase Bureau. We performed research on current
available literature and shared nonconfidential information
with auditors from other states participating in the Nationa
State Auditors Association Joint Audit of Correctional
Industries Programs. We also reviewed financial trends and
interviewed agency personnel to obtain an understanding of
the policies, plans and goals of the agency, and the internal
control structure. In addition, a survey of prison officials
was conducted regarding the operation and potential expan-
sion of correctional industries at their facilities. Limited
conclusive results were also obtained from our survey of
DEPTCOR customers and our follow-up of asample of prior
DEPTCOR inmates.

We evaluated correctional industries based on both full cost
absorption and incremental common cost all ocation methods.
We did the same when evaluating the cost of expanding
correctional industries projects. In full cost absorption, all
costs associated with the project, including wage and fringe
benefits of correctional officers and building and overhead
costs are considered project costs. Incremental costing,
however, isthe differencein total costs between two aterna-
tives. When alocating common costs, such as the cost of
correctional officers and prison overhead, correctional
industries is alocated only those additional costs incurred
due to a project. In many instances this would mean that
none of the security and building overhead costs are all ocated
to correctional industries if it is determined that the correc-
tional facility would incur these costs anyway.

Our cost/benefit analysis of correctional industries officials
was not limited to the amounts recorded in agency or depart-
mental accounts. Our analysis identified all unallocated
costs, as well as all benefits (both revenues and cost avoid-
ances) received by the state. Programmatic benefits were
also considered in our conclusions.

industries officials have stated that there are implied public
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benefits derived from the correctional
industries program including reduction in
idleness of inmate, with a resulting alevia-
tion of tension and violence. This behav-
ioral effect inturn creates operationa bene-
fits to the Department of Corrections
(DOC), such asreduced costs of security.

Determining adollar value of aprogrammic
benefit that is measured by something not
happening, namely prison unrest, is diffi-
cult at best. Thisisthe case with quantify-
ing the programmic benefits of maximizing
inmate employment. For our audit, we
guantified DOC's programmic benefit by
determining the costs the department is
willing to pay for the benefit. This method-
ology is crude because it is unknown
whether these costs are being efficiently or
effectively applied. We felt it important,
however, to indicate DOC's financial
commitment to achieve this objective. For
this audit, we assumed that the current
costs incurred by the prisons to assign
correctional  officers to correctional
industries shops and supply adequate shop
space is equd to the benefit they receive.

The primary objective of correctional
industries (C.l.) is to provide employment
and training opportunities for inmateswhile
reducing costs to taxpayers and remaining
fiscally self-sustaining. We found the need
for improvement in achieving each of the
objectives. However, correctiona
industries is the most cost beneficial
program available to DOC in employing
inmates and offers the best opportunity to
maximize inmate employment.

Correctional  industries is a program
operating under conflicting goals and
objectives. As a result there is a give and
take which limits their ability to maximize
any objective. Increasing profits and
production is balanced against the retention

DEPARTMENT OF CORRECTIONS
CORRECTIONAL INDUSTRIES PROGRAM

Conclusions

of inmate jobs in unprofitable labor intensive shops that
stress training over production. Additionally, profits are
minimized in order to offer low prices to other governmental
agencies and provide taxpayer savings. But profits, on the
other hand, are necessary to invest in capital equipment for
expanded production and the creation of more inmate work
opportunities,
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and to remain fiscally self-sustaining. A result of stressing
programmic objectives and effecting statewide cost savings
at the expense of profitsisthat C.I. has become dependent on
the financial and operational support of other agencies.

Because of its dependency, the implementation of any
correctional industries plan is not decided by correctional
industries, nor is there a comprehensive strategic plan that
integrates C.1. into the operations of the correctional facilities
and the objectives of the department. As a result, although
C.l. plans and develops projects, these plans have been
delayed or scuttled by outside intervention or lack of
cooperation. Capital project budgets require legislative,
executive and departmental approval. New budgeted
positions for civilian staff must be authorized and processed
by the Department of Personnel. Correctional officers must
be avail able and posted to the C.1. shops by the prisons. And
operational changes must be agreed to and implemented by
prison superintendents. DEPTCOR has not developed well
defined program goals against which they can adequately
measure their success and guide their long-range decision
processes. The support of acomprehensive and broad based
strategic plan is essential to form the consensus needed to
develop new industries and shops.

Because of their inability to implement new and expanded
inmate work projects, C.I. has not maximized their potential
for employing inmates. C.l. employs only about 1300 (6.5
percent) of the 20,000 inmates in state facilities. Prison
superintendents have indicated that an additional 4,000
underutilized inmates could be reassigned if C.1. jobs were
available. Our review found that DEPTCOR has proposed
various projects that would create over 500 new inmate jobs.
The overdl benefits the state would receive from these
projects outweigh the costs. These projects, however, have
not been implemented.

C.I.isnot self-supporting. AlthoughtheC.1. revolving funds
appear to be self-sustaining, we noted certain uncharged
costs that would have resulted in negative fund balances.
The DEPTCOR and farm operations accounts
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are not charged the civilian employee benefit costs and
facility overhead costs, such as utilities and building
maintenance costs. During fiscal year 1995, these uncharged
costs totaled nearly $2.1 million.

Our analysis further went on to find that DEPTCOR's
pricing is directly impacted by its costing methods. Since
DEPTCOR was not charged some costs, they did not include
them in their pricing formulas. We estimate the total cost
savings provided by DEPTCOR'S reduced prices was $1.4
million during fiscal year 1995.

In addition, C.I.'sfiscal benefit to the state is captured in the
form of cost avoidance. In the absence of C.1., the state's
Genera Fund would have to support inmate wages
(stipends) and alternative work or training programs. A
minimum of $400,000 in inmate wages is avoided annually
by the General Fund. Also, the cost of alternative programs,
such as academic or vocational education programsthat cost
about $4,000 per inmate annually, are avoided while still
receiving programmic benefits.

The magjority of inmates working on DEPTCOR jobs have
lengthy sentences and are not those inmates who would most
benefit from itstraining aspects. Theseinmates are dropped
fromthe programwhen they arereclassified tolower security
facilities.  Neither the Department of Corrections nor
DEPTCOR has studied job placement of DEPTCOR inmates
after release, but the lack of continuity in the program would
discount any correlation.

Despite these findings, our review found a great potentia
exists in correctional industries. The remedy is expansion
of the program. More efficient use of resources through
economies of scale will enable C.I. to increase inmate
employment in productive jobs while increasing production
and profits. Increased production will also result in the
ability to offer lower priced goods to more taxpayer
supported customers, thereby providing greater taxpayer
savings.
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Expansion of the program should be done as part of its
overd| integration into the operations of the correctional
facilities and the objectives of the department. All inmate
assignments should be approached as a whole with one
program supporting another. The DOC should develop a
unified approach to inmate assignments eliminating
destructive competing el ementsbetween programs. Program
evaluation must also be done by taking a broad, long-term
view of the program results.

Part of this program expansion should include C.l.'s
participation in  Public/Private  Prison  Industries
Enhancement (PIE) programs. PIE programs have been
found to offer wide-spread programmatic and fiscal benefits.
Participation in this program that opens the market of prison-
made goods to the private sector will require new legidation.
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Maximizing Inmate Employment

Inmate employment is statutorily mandated (NJSA 30:4-92).
Because of this mandate, corrections officials have assigned
over 98 percent of the inmates in their care to work and/or
educational assignments. The problem, however, is that
many of the prison maintenance assignments are non-
productive. The remedy to this situation is the redeployment
of inmates to correctional industries jobs.

Nationaly, correctional industries operations employ less
than 8 percent of the total inmate population. In a national
survey of correctional industries managers, it was reveaed
that they would like participation increased to 25 percent,
even though they estimate that 38 percent of their inmate
populations are "able and could participate in industries
programs...." The participation rate of 25 percent has never
been achieved anywhere in the United States and may be an
unredlistic goal. It, however, indicates the potential inmate
labor force and need for correctional industry jobs.

Employment Rateat Correctional Industries

EEE 17%- 24%
Hl 11%17%
1 s%-11%
R 5%-8%

=

Source: 1996 Correctional I ndustriesAssociationDirectory
Percentageof Total Correctional Population (ExcludesN.J. Farm Operations)

In New Jersey, correctional industries' overriding mission is
to employ inmates. However, correctional industries
operations employ less than 1,300 of the 20,000 inmates

in state correctional facilities. Prison superintendents have
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indicated that an additional 4,000 inmates
(20 percent) could be assigned correctional
industries jobs if they were available.

Distribution of Inmate Assignments
Percentage of Total Assignments at State Facilities

Prison Maint. Jobs

Vocational Education

l.
amn LT
'-

~ -
RS, .l :';
l

Academic Education

WSE

Corrections Industries

During fiscal year 1995, DEPTCOR
employed 1,036 inmates. While this
amount is an increase of 169 jobs since
1990, there has not been any growth in jobs
over the last three years. In addition, the
number of available farm operation jobs
has remained flat during this five-year
period, employing 245 inmates. The
inmate population at correctional facilities,
however, has consistently increased.

The stagnation in job growth experienced
by correctional industries was the result of
reaching capacity limits within its own
historical operations. Just as prison
superintendents have only alimited number
of productive prison maintenance jobs
avalable, correctional industries face this
same limitation. The difference, however,
is that where thereis only alimited amount
of prison maintenance work opportunities,
correctional industriesis able to create new
businesses and work opportunities beyond
its historical experiences. The key to
correctional industries growth is expanding
the capacity limits.

DEPARTMENT OF CORRECTIONS
CORRECTIONAL INDUSTRIES PROGRAM
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Expanding to a second shift
could create 295 inmate jobs
and increase profits.

DEPARTMENT OF CORRECTIONS
CORRECTIONAL INDUSTRIES PROGRAM

There are three capacities that can limit correctional
industries operations,

1. Shop capacity - the physica space and equipment
capabilities,

2. Market capacity - the ability to sell the items produced,
and

3. Inmate labor capacity - the ability to obtain competent
inmates to perform the jobs.

In addition, there are legal, financia and other outside (i.e.,
operational decisions and practices of other agencies, public
opinion, and customer perceptions) obstructions impacting
on correctional industries ability to expand. These factors
must be addressed in developing a solution to expanding
correctional industries beyond its current capacity.

Shop Capacity

Prison space is very limited. When asked about the
avalability of shop space at their facility, few
superintendents were able to identify any potential sites. Of
the three sites mentioned, all required substantial capital
improvements to make the location suitable. The solution to
the problem of shop capacity therefore, may not only be
opening new shops within the prisons, but better utilizing
current shops and creating new correctional industries
projects beyond the traditional prison shop.

Correctional industries shops at many prisons are only
operating at single shifts. As aresult, shops are empty and
equipment sits idle for most of the day. In addition, fixed
overhead costs (i.e., shop and central office administration
costs) are only allocated towards one shift of production.
DEPTCOR officials have identified five shops that they
would like expanded to a second shift. Based on our
analysis of this proposed expansion, we recommend the
implementation of this project. It could create an
additional 295 inmate jobs and be cost effective. Not only
could net income in the revolving fund increase, but the
profits could cover all incremental costs associated with the
expansion. Additional financial benefits would also be

received by this expansion (See TAXPAYER SAVINGS for
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an explanation of these additiona benefits).

Another way of expanding correctional
industries beyond shop capacity isto create
inmate work opportunities outside of the
traditional shop. This premise has aready
been incorporated by DEPTCOR in its
warehousing and printing operations, but
the potential for expansion in this area
must be further developed. Obviously,
inmate security isan important concern and
eligible inmates will be limited. However,
eigible minimum security inmates are
currently  being  underutilized by
DEPTCOR. This population would benefit
from job training, since their eigibility for
release is imminent.

DEPTCOR has proposed two projects that
will utilize inmate labor outside of the
prison. One project entails the training and
subsequent use of inmates in the proper
removal and disposal of ashestos, lead and
underground  storage tanks  from
government buildings. The other is the
cleanup of illegal tire dumps and
depositories, and the recycling or
processing and disposal of thesetires as an
aternative fuel used by utility companies.

As with al DEPTCOR projects, the
financial impact a project has on its
revolving fund is a factor in its decision
process. These cases, however, illustrate
the limited financia scope addressed by the
DEPTCOR revolving fund and why an
expanded criteria is necessary to fully
evaluate a project's cost and merit. Our
analysis found that although these projects
would increase net income in the revolving
fund, the projected profits would not cover
all expenditures associated with the
expansion (See SELF-SUFFICIENCY for
an explanation of these additiona costs).
As a result we would not normally
recommend the implementation of these

DEPARTMENT OF CORRECTIONS
CORRECTIONAL INDUSTRIES PROGRAM

projects. However, these projects have value similar to the
vocational education and road and community work details
created at the prisons. We therefore recommend the
DEPTCOR projects as an alternative to the vocational
education programs and road and community work
details which would require similar costs but almost
noneof therevenue.
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Lastly, another way of expanding correctional industries
beyond shop capacity is to construct new shop space.
Although this dternative is difficult to justify financidly, it
tangibly points out the department's attitude on the
programmic benefits correctional industries supplies. For
example, the new South Woods State Prison was designed
and constructed specifically to include 80,000 sguare feet of
spacefor correctional industries shops at an estimated added
cost of $7 million. Capital equipment purchases of $2
million will also be invested by the DOC for these shops. It
is anticipated that over 20 percent of the 3000 inmate
population will be employed at the correctional industries
shops within the new prison.

Other, more modest construction projects have been
proposed by DEPTCOR in their 1998 Capital Budget
Request. Our anaysis of their Mountainview Y outh
Correctiona Facility project indicates that this project would
create an additional 75 inmate jobs per shift and would be
cost effective in the long run. Profits would cover al
incremental costs associated with the expansionincluding the
depreciation costs of the new building.

The problem with projects of this nature, however, isthat the
large initial capital investment required usualy precludes
DEPTCOR from proceeding with the project due to the short
term effectsthese up front expenditures have onitsrevolving
fund. Asaresult, it is typical for DEPTCOR to request
funding of these projects from DOC capital appropriations.
This method is an unréliable funding source for financing
expansion and the capitalization of new operations. Many
times, the long-term financial merits of a project are put off
in favor of satisfying short-term restrictions and concerns.
DEPTCOR needs to identify alternatives for obtaining
capital funding. This financial obstacle drastically affects
DEPTCOR's ahility to project and implement its strategic
plan.

Werecommend that DEPTCOR prepareastrategic plan
which includes anticipated long-term capital funding
needs for capitalization of new shops and the regular
equipment replacement of continuing shops.
Prearranged capital funding approval should be
obtained so that DEPTCOR can take advantage of
opportunitiesfor implementing their plan. In addition
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to the traditional funding received through DOC's
capital appropriations, other potential sources for
financing are bond funds, certificates of participation,
supplemental appropriations dedicated specifically to
capital expansion and private sector investment in PIE
shops. The fiscal viability of these new shops must be
evaluated based on their overall long-term costs and
benefitsprior toimplementation.

Proposed DEPTCOR Expansion Projects

Additional Inmate

Project Employment
Second Shifts 295

Disposal of Asbestos, Lead

and Underground Tanks 25
Tire Clean-up and Recycling 50
Mountainview Y outh Correctional _150

Total Expansion Projects 520
New Shops at South Woods _600
Total New C.I. Jobs 1120

Market Capacity

State law restricts the sale of goods made by prison labor, as
well as the contracting of prison labor to the private sector.
Also, Federal law restricts the interstate commerce of prison
made goods to the private sector and limits Federal
government purchases of these goods. New Jersey statutes,
however, attempt to assure a market for al goods and
services available from DEPTCOR. It requires al state and
county agencies to make their purchases from DEPTCOR if
the item the agency intends to purchase is identical, or
similar, to what DEPTCOR offers. It also alows sales to
other governmental agencies within and outside of New

Jersey.
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Lack of enforcement of the mandatory sourcing statute
(NJSA 30:4-95 and 30:4-96), the issuance of market
restrictive executive orders and limited sales and marketing
efforts have limited DEPTCOR's success in achieving its
existing market potential. These market obstructions are
somewhat self imposed due to DEPTCOR's production
limitations.  Currently, correctional industries has not
experienced a prolonged problem in selling al of the items
it has produced. However, the intended expansion of
correctional industries production may be inhibited unless
new or expanded markets can be devel oped.

The mandatory sourcing statute attempts to assure a market
for correctiona industries goods and services and the ability
for DEPTCOR to plan production based on anticipated
product need. However, there is no enforcement clause and
the Purchase Bureau does not have adequate procedures to
enforce these statutes. Each year, millions of dollars of
office furniture is purchased by state and county agencies
from contract vendors. County jails obtain their inmate
clothing from outside vendors without inquiring to their
availability from DEPTCOR. The use of DEPTCOR data
entry services is canceled and contracted out to a private
vendor.

Additionally, the issuance of Executive Orders #36 and #33
have restricted or eliminated the printing and automotive
repair operations performed by inmate labor. These viable
activities, duly authorized by the State House Commission,
were limited when their operations were centralized in
another governmental agency.

Although the core market of correctional industries
goods, institutions within the Departments of
Corrections and Human Services (these departments
represent over 50 percent of DEPTCOR’s sales and
nearly all of farm operations’ sales) will likely increase,
thiscoremarket cannot be expected to absorb theadded
production of theintended four-fold expansion ininmate
participation. Better sales and marketing efforts,
planning and research of new product lines, and
enfor cement of the mandatory sourcing statutes
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will benecessary toassurethat salesto existingmarkets
aremaximized. Werecommend that each of theseefforts
be attained. We also recommend that the restrictions
imposed by Executive Orders #36 and #33 be addr essed
and that DEPTCOR shops be excluded from these
orders.

In addition, the opening of restricted markets may be
necessary to assure the sale of all goods and services
produced by correctional industries. New Jersey
statutory limitations make the market of prison made
goods one of the more restrictive in the nation.
DEPTCOR officials would like to be able to sell to not-
for-profit organizations and supply goods to DOC
halfway house providers. We concur and further
recommend that their market be extended toincludeall
state contractors in the execution of their contracts.
Sincethese markets aretaxpayer supported, the ability
to supply them with reduced priced goods could provide
savings of taxpayer dollars. These marketsare open to
correctional industriesin many other states. L egislation
opening the market of goods and services produced by
correctional industries to not-for-profit organizations
and state contractor sin the execution of their contracts
should be considered.

DEPTCOR officials would also like to develop
Public/Private partnerships to enhance its ability to
effectively achieve its goals. Although some of these
projects, such as the Asbestos, Lead and Underground
Tank Removal Project, can beinitiated withinitsexisting
mar ket, establishment of Private Sector/Prison Industry
Enhancement Certification (PIE) programs (See PIE
PROGRAMS) would require legislative changes. We
concur with DEPTCOR and recommend that required
legislation be considered which would enable
DEPTCOR’s involvement in PIE programs.

Inmate Labor Capacity

It may seem contradictory to report that there are thousands
of idleinmates and still cite that correctional industriesis not
able to obtain competent inmates to perform their jobs.
That, however, isthe case. Because of limitations imposed
by facility superintendents, the loca-
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tion of shops, and the lack of motivation of the inmate labor
pool, correctional industries cannot aways staff their
available inmate jobs. Administrative control of the shops at
the correctional facilitiesrest, asthey should, with thefacility
superintendents. Limitations imposed by facility
superintendents, such asthe shop hours, number of shiftsthe
shops can operate and the closing of shops due to reduced
activity days, impact on the shop’'s ability to obtain and
utilize inmate labor. Reduced activity days (RADs) are
imposed in order to control correctiona officer overtime.
The two major reasons given for limiting shop hours and
shifts are financial and security concerns.

Weare aware of thefinancia disincentivesthe shops haveon
the appropriated spending accounts of the correctional
facilities (See Self-Sufficiency). However, making
operational decisions strictly on the narrow view of their
financial effects on only these accountsisnot an efficient and
effective method of fiscal management. These costs, based
onour analysis, are more than absorbed by the added revenue
and benefits received and reported in other organizations
accounts. It has been estimated that during the first five and
one-half months of fiscal year 1995, while al correctional
institutions may have saved about $300,000 in costs due to
RADs, DEPTCOR lost nearly $500,000 as aresult of having
their shops closed. The department has already taken
action toexempt DEPTCOR shopsat most facilitiesfrom
RADs closings. We concur with this departmental
exemption.

Security concerns, however, are not as easily quantified or
substantiated. Although we do not recommend that security
be compromised, we urge that operational procedures be
reviewed to determine if changes could be made to off-set
any security concerns. We recommend that if security
concer ns can be addressed, shift hours and the number
of shifts be extended for DEPTCOR shops.

Inmate labor is aso limited to those inmates accessible and
in proximity to the shops. Currently, DEPTCOR shops are
located only at eight facilities. Only inmates at those
facilities can be utilized in these shops. In addition,
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because of security concerns, only inmates housed withinthe
secured perimeter are assigned DEPTCOR jobs. For these
reasons, the inmates at facilities such as Mountainview
Y outh Correctional Facility or those housed outside thewalls
at East Jersey Prison are not available for DEPTCOR jobs.
DEPTCOR jobs are accessible only to 12,000 of the
department’ s 26,000 inmates.

This limitation is not a problem at most facilities because of
the huge inmate labor pools, but it is an issue at the
maximum unit at Edna Mahan Correctional Facility for
Women and the Bakery at Bayside State Prison. Edna
Mahan's North and South Hall units house less than 200
inmates, yet there are over 150 DEPTCOR jobs available
only to these inmates. The high proportion of inmates being
used limits the ability to replace absent or nonproductive
workers.

Special qualifications are required for inmates working in the
bakery at Bayside. Inmate must be “food clear”. This
requirement limits the number of qualified inmates available
and places the bakery in direct competition for inmate labor
with the prison’s kitchen. Because of the shortage of
qudified inmates, future expansion of bakery jobsis limited.

DEPTCOR should extend its accessibility to a greater
portion of theinmate population. We recommend that
new shops and assignments focus on the under utilized
inmatepopulation for employment, ther eby ensuring an
ample inmate labor pool from which to draw.

Lastly, the ability to obtain competent inmate labor is
hampered because there is the lack of motivation of the
inmate labor pool to work on DEPTCOR jobs. As aresult
of efforts to enforce the policy of assigning all inmates ajob
and paying them, the inmate wage scale no longer reflects a
comparatively fair compensation for the work performed.
Where DEPTCOR wages are paid only for actual hours of
work at the shops, daily wages are paid to inmates assigned
the other details (both work or educational assignments)
regardless of the hoursrequired. The

Page 19



DEPARTMENT OF CORRECTIONS
CORRECTIONAL INDUSTRIES PROGRAM

differencein wagesbetween aDEPTCOR employeeworking
five hours a day ($1.65/day) and an inmate assigned an
unskilled, overstaffed sanitation job ($1.30/day) where the
average working hours is substantialy lower, is less than
$8.00 per month. Also, both inmateswould receive the same
work credits towards the commutation of their sentence.
This non-disparity in compensation has resulted in problems
getting inmates to productively accept DEPTCOR jobs.
Inmate work force turnover and job attendance, brought on
by the lack of compensation, is routinely an issue affecting
productivity at some shops. Consequently, DEPTCOR
managers are constantly training new replacement workers
and equipment is inefficiently utilized or Sitsidle as available
jobs are vacant.

This problem of retaining DEPTCOR workers is not
restricted to the unskilled, unproductive inmate. Inmates
often transfer to job assignments with added benefits not
available from DEPTCOR jobs. Some prison maintenance
assignments are “7-day” jobs. These assignments allow
inmates to earn 40 percent more work credits compared to
the 5-day DEPTCOR job. In addition, areview of the wages
of prison maintenance jobs found that many of the rates paid
exceeded departmental guidelines. DEPTCOR's inability to
compete against these inmate job opportunities has resulted
in the loss of many skilled, productive laborers and the
reduced overall productivity of the shops.

Improving the incentives for working on DEPTCOR jobs
and restricting the assignments of inmates to unproductive
jobswill help to correct the problem at some institutions. A
more comprehensive evaluation of the inmate work and
compensation policies may aso be necessary to more fully
rectify the situation. Werecommend that the department
develop an inmate work and compensation policy which
foster sthework ethic,encour agesinmatemotivationand
growth, and rewards dedication to their assignments.

Vi~
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Self-Sufficiency

DEPTCOR' s stated mission, in compliance
with  NJSA 30:4-100, includes being
fiscaly self-sustaining. Although this is
DEPTCOR's only statutory requirement, it
is secondary to the overriding objective of
maximizing inmate employment. Being
self-sufficient is more a fiscal limitation
imposed on correctional industries than an
actua goa for the program. Both
DEPTCOR and Farm Operations are
administered without appropriated funding
and are reported on the New Jersey
Comprehensive  Financia System as
individua revolving funds. As such, each
are fiscally constrained so that operationa
expenditures are financed by the revenue it
generates and continuing balances.
Although both organizations appear to be
self-sustaining, we noted certain uncharged
costswhichwould haveresultedin negative
fund balances. In addition, the financial
operations of each organization are not
self-contained and each isréeliant on outside
funding. Furthermore, the cash basis of
accounting utilized by the revolving funds
is inappropriate in a manufacturing
business. As a result, the activity and
balances recorded in the revolving funds do
not reflect an accurate financial appraisal
of the operations of correctional industries,
nor do they serve as an appropriate
management tool to evaluate the success of
the program. Yet, because of statutory
requirements, business and programmatic
decisions continue to be made based on
their effect on these cash operating
accounts.

DEPARTMENT OF CORRECTIONS
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d. revolving funds offer inaccurate

inappropriate financial information, but
because of statutory requirements, business
decisions are made based on their effect on these
funds.

Profitability of Shops

DEPTCOR is charged by the DOC to maximize inmate
employment. Being self-sufficient or making a profit is
secondary. Evidence of DEPTCOR' shierarchy of objectives
is its decision to keep unprofitable shops open.
DEPTCOR's self-sustaining requirement is on its entire
operations, not on individual shops. As aresult, inmate jobs
are retained at the expense of profits. During fiscal year
1995, 13 of 19 DEPTCOR shops' cost centers showed net
deficits totaling $1.2 million after the allocation of central
office and other overhead expenses. Seven of these shops
could not even cover their own operating
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I\/I atching inmate work hours with
C.l. staff hours would greatly
increase productivity net revenues.
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costs, posting operating lossesin excess of $400,000. These
seven shops, however, employ 200 inmates, so they remain
open.

DEPTCOR management has stated that they would not
consider closing a shop unless the financial stability of the
entire program was in jeopardy. Because of the fiscal
success of the auto tag shop they have not been faced with
this dilemma. Although they have made attempts to reverse
the fiscal fortunes of unprofitable shops, some factors are
beyond their management control and necessary changes
could not beimplemented. However, they arewilling to keep
these shops open for the sake of achieving their primary
objective, employing inmates.

Although profit should not be the only criteria by which
success of a shop is measured, it should not be completely
discounted as afactor. DEPTCOR management must be
able to evaluate the effectiveness and efficiency of
operations in its shops, and make necessary
improvements in cooperation with the prison
superintendents. For unsuccessful shops, it should
consider alternatives such asreplacing them with other
industrieswith greater profit potential. Profits,although
not their primary objective, are necessary to
DEPTCOR’s ability to finance capital expansion and
achieveitsmission objectives.

Shift Hours

Correctional industries shops at many prisons are only
operating during a single five-hour shift. Aswe previously
noted, greater efficiency can be achieved and more jobs
produced by expanding to a second shift at these shops.
Greater efficiency and productivity could also be attained by
revising the shop hours. Generally, inmates work from 8:00
t0 11:00 A.M., return to their cell block for count and lunch,
and are then escorted back to the shop to work from 1:00 to
3:00 P.M.. Correctional industries staff and correctional
officers working eight-hour shifts, from 7:00 A.M. to 3:00
P.M., must find other things to do asthey await the return of
inmates. Production is limited to the number of units that
can be produced during the five-hour inmate work period.
Greater production will reduce unit costs by allocating the
fixed and semi-fixed costs, which account for about half of
all costs, to more
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units. Reduced unit costs can be passed on as price savings
to state customers or be retained as increased profits to
correctional industries. Expanded shop hours have beentried
at some facilities. From time to time shop hours have been
temporarily adjusted during peek demand periods at select
shops. During these periods select inmates have been
escorted to and from lunch by C.I. shop workers and inmate
counts performed at the shop in order to extend productive
time. During rareinstancesinmates have also been kept past
3:00 P.M.. This, however, normally requiresthe payment of
overtimeto the correctional officers, whose shift conclude at
3:30 P.M.. During each instance of expanded shifts, inmate
security was not compromised.

Any change in shop hours obviously must be coordinated
with and approved by the facility superintendent. Aslong as
security concernsareaddressed, matchinginmatework hours
as closely as possible with C.I. staff hours would greatly
increase productivity and net revenues. Our analysis
indicates that for each additional hour of daily
production, net revenues (profits) could increase
$700,000 and other taxpayer savings totaling $200,000
could berealized. In addition to these added production
benefits, increasing the shift hours can also have a
positive affect on making C.lI. jobs attractive to the
inmates. Byincreasingthehours,theinmatedaily wages
arealsoincreased. Clearly werecommend the efficient
use of C.I. resources. Developing procedures that can
increase productive shift hours obviously has our
support.

Revolving Fund Accounting

During fiscal year 1995, DEPTCOR revenues exceeded
expenditures recorded in the revolving fund by $400,000,
increasing the baance to $1.4 million. Farm Operations
revolving fund, on the other hand, indicates expenditures
exceeded actua receipts by $800,000, resulting in a negative
fund balance of $700,000 as of July 31, 1995. These
revolving funds, however, are on a cash basis of accounting.
This accounting basis does not accurately reflect inventory
and fixed asset balances, depreciation expenses, and other
accounting activities significant to a manufacturing
operation. For example, Farm Operations collected over
$700,000 in additional fiscal year 1995
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revenues after July 1995 and the fiscal year actually ended
with a positive fund balance. Due to the inappropriate basis
of accounting, the activity and balances recorded in the
revolving funds do not reflect an accurate appraisal of the
financial operations of correctional industries.

DEPTCOR, however, maintains separate financia records
based on accrual accounting in accordance with generaly
accepted accounting principles. These financial statements
show a net loss of $191,081 for fiscal year 1995.

Compounding the reporting problem, our review found that
avariety of costs associated with correctional industries are
not charged. The maor DEPTCOR operational costs
excluded during fiscal year 1995 were $1.2 millionin civilian
employee benefits and $400,000 in various unallocated
overhead costs, such as utilities and building maintenance.
In total, if all operating costs were reported by DEPTCOR,
the net operating loss for fiscal year 1995 would be about
$1.8 million. Similar costs excluded from Farm Operations
charges were $500,000 (See Exhibit 1).

Exhibit 1
Analysisof Financial | mpact of Oper ations
Fiscal Year 1995
($000)
Farm
DEPTCOR Qperations

Net Income (Loss) $(191) $ 26
LessUncharged Costs:
Civilian EmployeeBenefits (1,200) (525)
DirectFacility Overhead (404) (15)
AdjustedNetIncome (1,795) (514)
Unallocated" CommonCosts':

Correctional Officers-Sadaries (1,357) (405)

Correctional Officers-Benefits (610) (182)

Capital Projects (FY 95 Budget) (1,500) _
Total Costs- Full Absorption (5,262) (1,101)
Taxpayer Savings:

Reduced Price Savings 1,437 687
Surplus Food Program - 500
Inmate Wage Savings 350 93

Programmatic Benefits*
(i.e. Reducing prison operating

costs and inmate recidivism) 3.871 602
Net Fiscal Impact of Program $ 39 $ 781

*See Methodology (page 5) for procedure
used to quantify Prograrnmatic Benefits
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Besides these operational costs, other costs are incurred by
the DOC and the prisons which benefit DEPTCOR. During
fiscal year 1995, salary and benefit costs for the 22
correctional officer posts established in the DEPTCOR
shops, totaling $2 million, were not allocated by the prisons.
During the 1970's, it was decided by the department that the
cost of correctional officersare applicableto the correctional
facility and should no longer be charged to the correctional
industries account. DEPTCOR was also not charged for
$1.5 million in capital construction projects budgeted during
fiscal year 1995 by the Department of Corrections to
improve buildings containing DEPTCOR shops.

Regardless of which account is charged, any plans and
decisions made with respect to correctional industries must
be done knowing the financia effect on the operations of the
correctional facility and other state agencies. For thisreason,
it is appropriate to note these costs and evaluate expansion
programs based on the overall incremental costsincurred. It
islikewise appropriate to eval uate expansion programs based
on the overall benefits obtained not just the cash collected in
the operating account.

Historically, the cash operating accounts (revolving
funds) of C.I. havenot included all of the non-cash costs
of their programs. Because of this precedent and since
the activity in the accounts would not offer C.I.
management a comprehensive analysis of operations by
which to make decisions, we make no recommendation
on charging costs to these accounts. However, we do
recommend that management develop a compr ehensive
reporting model that accurately measures the fiscal
successof individual shopsaswell astheentireprogram.
This reporting model should include all costs of the
program, regardless of the appropriation account
charged. It should also include all benefits obtained
which result in taxpayer savings. In order to make
sound business decisions, C.I. management should be
afforded all necessary information.

Ve

Page 25



DEPARTMENT OF CORRECTIONS
CORRECTIONAL INDUSTRIES PROGRAM

Taxpayer Savings

DEPTCOR'’s mission statement includes the objectives of
reducing coststo taxpayersand offering goodsat competitive
prices. We have identified four opportunities where
correctional industries could achieve these objectives.

C Directly contributing revenues (profits) to the state's
General Fund.

C Providing goods and services at prices which effect
savings of taxpayer dollars.

C Contributing to inmate accounts that can be charged for
taxpayer recoveries.

C Effecting cost avoidance of other taxpayer supported
operations.

Transferring Excess Profits to the State Treasury

Although alowed by law (NJSA 30:4-100), a transfer of
fundsto the state’'s General Fund has never been made from
either of the correctional industries revolving fund accounts.
Each year, fund balances have carried forward to the
subsequent year. Since the primary mission of correctional
industries management is not to make a profit, pricing
methods and the fiscal evaluation of individual shops have
not been developed to do so, especidly if resulting in the
charging of higher prices. Any balances remaining in the
cash operating funds have been used for the expansion of the
program and continued support of nonprofitable shops.

NJSA 30:4-100, however, also subjects any year-end cash
operating account balances in excess of $1 million to
possible involuntary lapsing to the General Fund. This
possibility, athough never ordered, has impacted on
DEPTCOR’s planning process. DEPTCOR’s ability to
confidently put aside funds for future capital expansion and
start-up needs has been limited, thereby hampering its ability
to achieve its objectives.
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We concur with correctional industries
retaining its unexpended fund balances
for future expansion needs. We also

recommend that legislative
consideration be given for eliminating
the balance limitations  from

DEPTCOR’s enabling statutesso that
they are not restricted from pursuing
viable projects.

Goods and Services at Reduced Prices

Correctional industries customers,
traditionally government agencies, benefit
from the reduced product prices it offers.
Although the mandatory sourcing statute
(NJSA 30:4-95) eliminates competition
from contract vendors, nearly al C.I.
products are offered at prices below those
of other vendors. On average C.I.
customers save 10 percent on their
purchases. For fiscal year 1995, $2.1
million in taxpayer savings was realized
through reduced prices. In addition,
customers save the cost and time of
procurement.

An added cost saving benefit is provided by
farm operations through its surplus food
program. This program offers a collection
point for private companies to donate their
unwanted/unsal eable food products. Farm
operationsincur the cost of distributing this
food to state institutions free of charge.
During fiscal year 1996, state institutions
received $500,000 in free food due to the
efforts of farm operations.

Offering goods and services to
government agencies at prices which
effect savings of taxpayer dollarsis an
objective in DEPTCOR’s mission
statement and onewhich it hasrealized.
We recommend that expansion of the
program continue to focus on this

DEPARTMENT OF CORRECTIONS
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objective as a factor in evaluating program success.

Recoveries From Inmate Wages

Based on a Bureau of Parole report, each inmate owes over
$2,000 in court imposed debt when released. Historically,
most of the court receivables have gone uncollected. Almost
none of it is collected while the inmate is incarcerated and
only about 5 percent of the receivable is collected after
release. New Jersey statutes
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(30:4-91.4) dlow for the withholding of one-third of an
inmate'swagesfor payment of court imposed fines, penalties
and judgments, as well as support of the prisoner's
dependents.  This withholding, however, has not been
imposed in aconsistent manner A one-time collection from
al inmates with account balances that exceeded $300 was
done in 1995. At that time $200,000 was collected for
court imposed fees and penalties. No records were available
to isolate the amount collected from correctional industries
inmates, but we estimate it to be about $10,000.

Implementation of procedures deducting this withholding
from inmate wages could collect about $3.4 million annualy;
$150,000 from DEPTCOR inmates alone. Procedures are
expected to be implemented in January 1997. We concur
with the implementation of these procedures.

Other states alow for greater authority in having inmates
contribute to their own incarceration costs. Currently, there
isno statutory provision for the collection of room and board
from any inmates. The amount that could be recovered
would be minimal because of the small wages paid and a
greater percentage withholding would serve asadisincentive
to work. We therefore recommend that legidative
provisionsfor thecollection of inmateincar cer ation costs
only be imposed in coordination with a PIE program
(See PRIVATE/PUBLIC PARTNERSHIPS) and only on
PIE program inmates, whose wage rates would be
greatly increased.

Cog Avoidance

Taxpayer savings are also provided through cost avoidance
of other taxpayer supported operations. In the absence of
C.l., the state's General Fund would have to support inmate
wages (stipends) and aternative work or training programs.
For fiscal year 1995, the 1300 C.I. inmate's were paid
through the revolving funds. If these inmates were assigned
minimum wage prison maintenance

Page 28



DEPARTMENT OF CORRECTIONS
CORRECTIONAL INDUSTRIES PROGRAM

jobs, over $400,000 in inmate wages would need to be paid
by the General Fund. In addition, these inmates would only
add to the ranks of underutilized inmate laborers.

Theplacing of inmatesin alter native training programs
would result in significant additional costs. The annual
cost of alternative programs, such as academic or
vocational education programs, are about $4,000 per
inmate(note: Thesecostsexcludethecorrectional officer
supervision and all facility overhead costs). C.I.inmate
assignmentsaredesigned to offer similar programmatic
benefits. The cost avoidance realized by C.1. programs
clearly support their expansion which we also
recommend.

4.z

Maximizing Inmate Employability
When Released

An objective in DEPTCOR's mission statement is to teach
good work habits and marketable job skills to help prepare
the inmate for release to society. Additionally, they are to
provide the inmate work force with vocational training for
pre-industry qualification, on-the-job training and assistance
with post-release employment. These objectives imply that
correctional industries can provideinmates with skills so that
after their release there will be a reduction in recidivism.

There have been a handful of studies done by other prison
systemson the effects of their work programson recidivism.
A study on the Federal Prison Industries, known as
UNICOR, found that the federal program reducesrecidivism
within the first year by as much as 35 percent. This four-
year study published in 1991 entitled "The Post-Release
Employment Project”, traced over 7,000 federal inmates for
one year after their release.

A similar study by New York resulted in contrary findings.
In this report, the recidivism rates of the industry participant
and nonparticipant groups were virtually the same. These
contradictory findings suggest that results will vary by
program, so the results New Jersey may find

cannot be forecasted based on those of other programs. In
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addition, neither correctional industries nor
the department has evaluated the effect
New Jersey's inmate work programs, in
particular DEPTCOR jobs, have on the
employability of inmates when released or
on their effect on recidivism. However,
there are factors that would seem to limit
the effectiveness of the DEPTCOR work
program in achieving this objective.

Qudity and Continuity of Inmate
Labor

The location of DEPTCOR shops inside
higher security correctiona facilities limits
their ability to employ the inmates who will
eventually be released sooner. Of the nine
correctional institutions that DEPTCOR
utilizes for inmate labor, five are prisons
where the median prison term exceeds ten
years. Fifty-eight percent of the available
DEPTCOR jobs are located in these five
facilities or in maximum security units.

Another factor impairing programmatic
benefits is that inmates do not stay in
DEPTCOR jobs. As noted before, these
jobs are not coveted by inmates. As a
result, most DEPTCOR inmates request
reassignment to other more desired prison
jobs prior to their release, breaking the
continuity in the program. At the East
Jersey State Prison shops, the turnover rate
of inmate workers transferring out of the
program is 10 percent per month.

In addition, many inmates in DEPTCOR
jobs, reclassified as minimum security risk
prior to release, are subsequently
transferred to facilities or units that do not
have DEPTCOR shops. The lack of
continuity in DEPTCOR employment
during this pre-release period, which can be
up to two years, as well as the high
turnover of DEPTCOR inmates, reduces
the beneficial effects of involvement in the
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DEPTCOR work program on post-release employability and

recidivism.
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Quadlity of Jobs and Training

There is no question that correctional industries work
programs have an impact on inmate work habits and work
ethic. Having inmates familiar with time clocks, job
descriptions and the importance of attendance to work
schedules can give them valuable experience that they can
use when they |eave the prison system. But the jobs currently
available through correctional industries do little else
towards giving inmates skills necessary in obtaining post-
release employment.

There is no systematic attempt to match inmate employment
skills with outside opportunities. Farm operation jobs are
not intended to teach farming skills and most DEPTCOR
jobs are in fields with alabor surplus. For example, half of
DEPTCOR jobs are in clothing shops, where post-release
opportunities appear to be limited. Efficient use of labor
through improved mechanization is also not a requirement,
asitisin privateindustry. Infact, because of the conflicting
objective to utilize as many inmates as possible, labor saving
techniques and the use of high-tech equipment used by
private industry is usually avoided.

There is no formal job placement program available to
released inmates. Some shop supervisors have forged
relationships with private businesses and have been able to
recommend shop inmates for employment after release.
These referrals to outside jobs, however, are the exception
and are available only for those inmates with specia skillsin
limited industries. Broad based post-release employment
assistance is not offered.

Recommendations

The fact that DEPTCOR jobs are available to inmates with
long prison terms and do not necessarily teach marketable
skills is not a problem. For inmates that are not facing
imminent release, the priority of training inmates with
marketable skillsis low. Concern with inmate post-release
employability, however, is a greater factor with inmates
approaching the end of their prison term. As future
DEPTCOR job expansion addresses this large under

serviced inmate population, greater focus should be given
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to marketability of inmate work skills. For
example, DEPTCOR’s proposed
asbestos/l ead abatement project, previousy
identified, addresses these added concerns.
Not only isit in an expanding field in need
of qualified workers, but the project will
certify inmate graduates and will assist in
post-release job placement and follow-up.
Such projects, which because of the
extensive training required, are limited in
their ability to create inmate jobs, but can
ultimately be of greater overall benefit to
the state and its taxpayers by affecting the
recidivism of inmates.

For C.I. jobs to have an impact on the
employability ofinmatesafter r eleasewe
recommend that:

C

Labor market studies be utilized to
identify the jobs and job skills in
demand, and C.I. consider this
information in developing jobs which
addressthe market demand.

C

Inmate selection criteria be establish
which assure that qualified inmates be
assigned appropriate C.l. jobs.

C

Departmental policies and procedures
beenactedtoassurecontinuity ofinmate
employment in C.I. program jobs as
they progressthroughtheprison system.
These policies should include necessary
changes to make C.I. jobs more
attractive to the inmates, thereby
reducing voluntary transfer from C.I.
program employment.

C
A post-release placement office and
procedures be established to identify
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and help securejobsfor inmates after release.

C Performance measures be established for post-
release placement and monitoring procedures be
developed to follow up on released inmates.

Vi~
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Production and Strategic Planning

Aswe have noted, DEPTCOR has amission statement which
outlinesiits objectives. Our review, however, has found that
there are no quantifiable goals for DEPTCOR to attain. An
annual report, which highlights an agency’s goals and
accomplishments, has not been prepared by DEPTCOR
since 1992. Additionally, it does not develop business plans.
That is not to say that DEPTCOR management does not
have a vision of its future operations. The problem it has
with formalizing a written strategic business plan is that it
lacks the authority to implement this plan.

Strategic Business Plan

Strategic planning is done to provide management with a
framework on which decisions can be made which will have
a long-term impact on the organization. Long-term is
defined as three to five years or longer depending on the
nature of the business. Strategic planning is the formulation
of long-term goals and objectives for the organization and
the selection of strategies to achieve these goals. Itisnot a
blueprint and should not be overly rigid. It must provide the
flexibility to react to changes in the business environment.
Strategic planning must consider the unique characteristics
of each organization. A planning strategy should best match
the organization's strengths with the best chance of
achieving the organization's goals and objectives.
Management can use its business plan to measure
performance by comparing actual results with the plan.

Our review concluded that DEPTCOR performs various
elements of strategic planning. Examples of planning done
include the business plan for the South Woods State Prison
and the Department of Corrections Two-Year Plan (fiscal
years 1995 & 1996). However, a comprehensive strategic
business plan will need to be developed and continuoudly
reviewed and updated as necessary. It will be avaluabletool
to DEPTCOR management’s ability to meet its goals and
objectives in the future.

Theimplementation of any DEPTCOR plan, however, is
not decided by DEPTCOR. Although they infor-
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mally plan and develop projects, these plansrequirethe
support of others outside the organization. Limited
financesand a statutory financial restriction effectively
requirelegisative, executiveand departmental approval
of all capital projects. Shop operationsand correctional
officer staffing aredictated by the operational control of
the superintendents at each correctional facility.
DEPTCORUcivilian staffingrequirementsarelimited and
controlled by the Department of Personnel. For these
reasons, we recommend that DEPTCOR’s strategic
business plan be a coordinated effort and incor porated
into the plans of the department and the correctional
facilities.

Coordination of Programs

Correctional industries work best when they are integrated
into the operations of the facility and other programs. There,
however, is no coordination between vocational training and
C.l.. Thecorrectional facilities operate vocationa education
programsin over adozen different fields including auto body
and auto maintenance, upholstery, industrial arts and small
appliance repair. None of these training programs are
developed or utilized as a prerequisite to C.I., and C.1. does
not tailor its shops or products to utilize the training inmates
receive in vocational education programs. As a result,
inmates trained in vocational education programs do not
benefit from the real world experiences and hands on
application of their training offered through correctional
industries. Additionally, correctional industries does not
benefit from the hiring of inmates aready trained in
necessary skills.

Obviously, we recommend that the department, facility
superintendents and C.I. management cooperate with
each other in coordinating their efforts to accomplish
their mutual goals. Specifically, werecommend that the
training inmates receive in vocational education
program be fostered and developed by utilizing their
skillsin C.I. shopsor PIE programs.

Page 34



DEPARTMENT OF CORRECTIONS
CORRECTIONAL INDUSTRIES PROGRAM

Program Planning and Benchmarking

A performance measure is accomplished by comparing an
activity to a standard or benchmark. An effective
performance measurement is one that facilitates the
management control process by which managers assure that
resources are obtained and used efficiently and effectively in
the accomplishment of the organization’s goas and
objectives. Currently DEPTCOR performs only informal
productivity performance measures for items it
manufactures. Productivity is the relationship between the
resources used and the results obtained. Management has
not established production benchmarks to which actual
activity can be compared. Inaddition, no standard inventory
levels have been established for manufactured products.
DEPTCOR does not continuously manufacture its products
to maintain desired inventory levels. Production for some
product lines or at individual shops are increased and
decreased as management reacts to short-term product sales
orders. This practice does not ensure that resources are
being applied and used efficiently. We recommend the
establishment of aper formancemeasur ement systemto
provide management atool with which it can accurately
and timely measure how well it uses its resources by
relating theamount of output produced to theamount of
input required to produce it.

Quadlity Controls

A stated objective in DEPTCOR’s mission statement is to
provide quality manufactured goods and services to
governmental agencies (customers). Thereis, however, no
formal quality assurance program and no staff are
specificaly assigned to quality control activities. DEPTCOR
bases its assurance of quality on customer satisfaction.
Customer satisfaction, however, is only measure