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ABSTRACT
AN EMPIRICAL AND THEORETICAL ECONOMIC ANALYSIS

OF THE INFORMAL PRISON MARKET SYSTEM:
THE INMATE ECONOMY

By

David B. Kalinich

This research studies the contraband markets, in
Southern Prison, State of Michigan (SPSM), their inter-
actions with and support of the informal social and power
structure of the inmate population, and the effects the
flow of contraband has on the stability of the prison com-
munity. The contraband goods and services available, their
average prices, and their general availability are shown,
and the demand elasticities of generic grouping of contra-
band is estimated. Buyer and seller typologies are develop-
ed and general risk in being a contraband supplier is
estimated for the different categories of contraband that
exist. The factors that facilitate the flow of contraband
in SPSM including methods of production and supply, struc-
tural weakness in SPSM that create opportunities to smuggle
and produce contraband, interactions between staff and
residents that limit the ability for guards to control

contraband, and the general atmosphere of SPSM, as well as
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other traditional prisons, that help create the demand for
contraband are analyzed and discussed. Recommendations are
made by which the mechanics of policing contraband can be
made more effective, and resident participation in policy
making is suggested as a method of improving the general
climate and making the goals of the prison more congruent
with the psychological goals of the residents.

However, a theoretical position is developed that
altering the flow of contraband significantly in a short
period of time willlthreaten the stability of the prison
environment, the inmate leaders who facilitate the flow of
contraband, and who are committed to order and stability
will lose much of their leadership posture as a result.

The focal point of power, the symbiotic relationship between
the gdards and resident leaders that governs the inmate
population, will be weakened, and the potential for chaos
exist. The thesis developed is that some level of contra-
band flow contributes to stability within the prison

community.
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CHAPTER I

INTRODUCTION: THE PROBLEM

This study describes the contraband markets in State
Prison Southern Michigan (SPSM), and analyzes the organiza-
tional phenomena that facilitates the contraband systen,
the informal inmate power structure that supports and is
supported by the distribution of contraband to SPSM resi-
dents, the dilemma that the prison administrators are faced
with in attempting to control the informal prison market
system, and recommends strategies that may be employed to
decrease the flow of contraband in SPSM. A study of the
literature suggests that contraband will be a permanent
aspect of the prison environment if the traditional bureau-
cratic approach to prison administration is continued. The
bureaucratic solution to noncompliance with organizational
policy is coercion which haé been ineffective in eliminating
the controlling contraband markets.

The traditional management philosophy that has been
applied to prisons in developing policy and personnel
assignments and responsibilities has been bureaucratic in
nature. Thus, problems have been addressed with bureau-

cratic solutions and decision-making has been based on the



assumption that the prison environmént is stable and the
prison system is a closed system as forces from the external
environment will not influence the internal environment
(Henry, 1975). Since the environment is assumed stable,
policies and procedures are developed to deal with projected
regular ongoing activities. A hierarcy of command is estab-
lished and duties and responsibilities of the personnel are
explicit and written, All problems are therefore solved by
reference to the legal rational written organizational struc-
ture (Weber, 1947). In the case of contraband control,
explicit rules banning contraband exist and explicit poli-
cies and procedures have been developed to stop the flow of
contraband in SPSM as well as negative sanctions against
rule violators, both resident and staff.

It is posited, however, that bureaucratic solutions
developed to deal with the flow of contraband have failed.
While some of the failure has been technical in nature, and
can be eliminated, the inability to control the flow of
contraband is rooted primarily in the historic organization-
al view of personnel as being mechanical and controllable
with a rigid bureaucratic organizational structure, without
concern for subordinates personal needs. Bennis (1969)
suggests that the bureaucratic solution to integrating
individual needs and organizational goals is "no solution

because there is no problem. The individual is vastly



simplified and regarded as a passive instrument. Tension
between personality and role is disregarded" (pp. 26,27).

If the goals of the individuals in the organization differ
from the organizational goals, little or no climate of
aﬁthority exists whereby the policies of an organization are
legitimized from the point of view of the organization's
members (Bernard, 1938). The organizational members--in
this case the staff and prisoners--will then seek resources
and methods to meet their goals and an informal organization
will develop (March-Simon, 1967; Argyris, 1957, 1960, Blau
and Scott, 1962). If this informal structure has a faifly
constant set of norms and adequate resources, power, in
terms of ability to influencing the goals and structure of
the organization, will be in the hands of the informal
gioups. This phenomena is contrary to the bureaucratic
method of distributing power and sources of power and
authority: "an explicit reliance is placed on legal
rational power, 5ut an implicit usage of coercive power
exists" (Bennis, 1969, pp. 26,27).

This study will test the thesis that residents have
developed ah informal. system with sufficient power and re-
sources to facilitate the flow of contraband goods and
services to them, thus, meeting their material needs, of the
resident, the status needs of successful dealers of contra-

band, and healing some of the psychological pains of



imprisonment for the residents who find comfort and esteem
in "beating the system”.

Contraband is any substance or material that is not
authorized to be in the possession of the residents of SPSM.
Examples of contraband goods are weapons, drugs, or the
possession of any legitimate goods that belong to another
inmate. Contraband services include gambling, payment from
one resident to another for legal services, etc. Historical-
ly, penal philosophy has dictated that inmates be provided
with bare essentials and all prisoners would share equally
in the regimented discipline. To some degree this philos-
ophy still exists for prison administrators and it is felt
if contraband is not controlled, items such as weapons and
drugs are available to the inmates, their health and safety
as well as that of the prison staff will be in jeopardy.
Therefore, prison administrators feel that controlling the
flow of contraband in SPSM is crucial. The following is a

summary of what is considered contraband in SPSM.

Any substance or material that is not authorized to be
in the possession of residents of this community, or,
items that are specifically prohibited, shall be con-
sidered contraband. All contraband is subject to
confiscation. Residents who have contraband in their
possession or under their immediate control, may face
disciplinary action, loss of good time and/or prosecu-
tion, if the facts so warrant. Possession or immediate
control includes the resident's house and assignment
area, as well as on his person.

Residents found in possession of another man's personal
items (properly authorized and numbered clothing, TV's,
radios, etc.) are subject to disciplinary action.



General categories of contraband are as follows:

l.

Ps

Any weapon, including tools, instruments or objects

- that could readily be used as weapons, unless speci-

fically authorized on the man's hobbycraft card or
by his Assignment Supervisor during the performance
of his actual assignment duties.

All fermented alcoholic beverages, regardless of
source or circumstances.

All dangerous drugs, narcotics, restricted medica-
tion except as prescribed by the staff physician
and administered by the staff.

State owned equipment, tools, supplies and materials
(except authorized loaned typewriters and school
supplies) and any item made of state material.

These items will be considered contraband when found
in the possession of a resident away from the area
of their normal use and providing the resident is
not performing the duties under the supervision of
an employee.

All clothing that does not comply with clothing
regulation. All unnumbered personal clothing with
the exception of socks. All clothing with another
resident's number on it. Any altered state issue

or personal clothing. All state owned clothing that
does not comply to the quantities or standard estab-
lished by the institutional laundry.

No animals, including birds, may be permitted in the
houses of residents and trapping of animals is not
allowed.

All food items, which are not served in the dining
room or purchased in the Resident Store, are contra-
band.

All hobbycraft materials, tools, or finished products
that have not been obtained through hobbycraft pro-
cedure and authorized on the resident's hobbycraft
card, as contraband.

Legal material or correspondence belonging to anoth-
er resident, including court papers and law books
are contraband, unless the resident has specific
authorization from his Deputy Warden to be assisting
the other man in his legal work.



10. Hot plates, "stingers" (food or beverage heaters)
homemade pillows, rugs, rope, doorplugs, hooks,
plants, keys to state owned locking devices, and
light bulbs over 60 watts and miscellaneous items
are considered contraband.

11. All currency (beyond fifty pennies permitted for
store change) and any scrip belonging to another
resident is contraband.

12. Obscene photographs or pictures and pornographic
literature or writings are contraband. Photos of
other residents or their families are not permitted,
unless authorized through the respective Deputy's
Office, because of special circumstances.

13. Store merchandise in excess of $45.00 is considered
excessive and the balance over that figure may be
confiscated, with not more than (3) three bottles
or cans of toilet articles.

14. Escape equipment (lockpicks, ropes, ladders, blue-
prints, and drawings of the institution, etc) are
contraband.

15. Wedding rings of size not to present potential use
as a weapon are the only rings authorized and any
effeminate type jewelry, including earbobs or ear-
rings, are considered contraband.

16. Residents may not possess more than one (1) four
ounce container of lighter fluid at any time.

17. Any altered or homemade tape players, radios, tele-
visions and attached equipment such as speakers,
amplifiers, outside antennas, non-authorized batter-
ies and battery packs, etc., will be considered
contraband.*

In this study, the most common forms of contraband and

their average prices will be identified and residents and
guards perception of how available or common the contraband

goods and services seem to be. The demand elasticities of

*Published by the Michigan Department of Corrections, 1973.



generic contraband items will be estimated and integrated
into the chapter on analysis of prison management problems
and suggested solutions. Residents' and guards' perception
of the risk encountered by individuals supplying different
forms of contraband will be estimated. Typologies of buyers
and suppliers of major categories of contraband goods and
services will be depicted and estimates will be made as to
whether the markets tended to be monopolistic, oligopolistic,
or competitive in nature.

The literature of the prison community suggests that
to govern the resident population and maintain order, the
guards depend on assistance from resident leaders. The resi-
dent leaders in turn are tacitly granted freedom of movement
which allows them to facilitate the flow of contraband. The
fact that certain residents are skilled enough to "beat the
system" and facilitate the flow of contraband enhance their
leadership posture among the residents. The resident leaders
develop a vested interest in stability and the status quo
and benefit from their contribution to governing the resi-
dents. The focus of power therefore that governs the resi-
dent population is the symbiotic relationship between the
guards and residents who are concerned with stability and
have some leadership status among the residents. This study
will attempt to identify the existence of similar patterns

of relationships between guards and residents in SPSM.



Maintaining order and stability in a prison environment
is the major purpose of prison management. Controlling the
flow of contraband is viewed as beneficial to that end.
However, this study posits that sudden changes in the 1level
of contraband flow may lead to disorder and instability in
the prison environment, as resident leaders who assist in
governing the resident are granted much of their informal
authority from those governed because of the leader's abil-
ity to facilitate the flow of contraband goods and services
to the residents. When the availability of contraband
decreases the effectiveness of the resident leaders will be
questioned by the residents. When the availability of con-
traband is increased, the dependency on existing resident
leader decreases. In either case, the resident leaders may
be given less authority by the governed, and the focal point
of power, the tacit coalition between guards and resident
leaders, may weaken as the residents have less need for and
commitment to the existing informal system. The resident
will perceive fewer payoffs for compliance, and competition
between resident or cliques of residents may take place to
fill any leadership slack. The prison environment will
therefore be potentially unstable and disorder may ensue.

Sudden changes in the level of contraband flow will
have economic effects that may effect the stability of the

prison environment. There are no realistic substitute
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products for most of the contraband goods and services
marketed in SPSM making the demand for those goods and serv-
ices highly price inelastic. If the supply of contraband

is successfully cut back, the price levels will increase
proportionately higher than desired consumption of contra-
band will decrease. In an effort to maintain a significant
pattern, the resident will have to increase their illegiti-
mate income through whatever means available. Thus the
amount of criminal activity such as extortion, robberies,
etc., increase and/or residents will attempt to have more
money smuggled into them to meet their needs. The relatively
high price levels and apparent windfall profits going to
suppliers of contraband will induce others to attempt to
enter the existing market. The attempt of contraband

dealers to encroach on the territory of others has frequently
been met with violence. Thus a sudden reduction in the
supply of contraband will increase the potential for insta-
bility, disorder, and violence in the prison community.

The information gathered in this study will point to
the concluding thesis that the existence of contraband in
SPSM has not been eliminated with traditional bureaucratic
solutions. On the contrary, the flow of contraband con-
tributes to stability in the prison community by supporting
an informal power structure that supports order and to some

extent deals with the material and psychological needs of
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the residents giving them incentives to comply with the
norms of the informal setting.

The traditional approach of ignoring the incongruity
between individual needs and organizational goals and
obtaining compliance through coercion becomes increasingly
difficult as court rulings continue to protect inmates
against many coercive techniquas and contemporary trends in
the field of corrections is to more humane treatment of
offenders. The final product of this study will hopefully
provide some explicit recommendation and insights for
prison administrators through which they can modify existing
prison management philosophies, policies, and procedures to
decrease the incongruity between the institution's goals

and the psychological goals of the residents.



CHAPTER II

LITERATURE REVIEW

The Inmate Social and Power Structure

The literature pertinent to the informal inmate social
structure develops a theoretical framework that analyzes the
inmate culture, status system, power structure, leadership
phenomena, and inmate norms and code. A focal point is the
ability of the inmate leaders to influence and alter the
application of the formal system's rules, policy, and pro-
cedure. This ability to bend the formal system is crucial
to facilitating the supply of contraband goods and services
to the inmate population, and the ability of the inmates to
manipulate the prison system eases the deprivation and
pains of imprisonment (Sykes, 1958).

The prison culture is built around a caste system com-
posed of both a ruling and a subordinate caste. In most
lasting caste systems, the relationships between castes is
derived from an ideology shared by most members of that
particular caste. The subordinate caste in prison has no
normative commitment to the caste system; rather the caste

system is imposed on the prisoner by authority outside their
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control and for the purpose of this subjugation (Grosser,
1960) and from the inmates point of view, their degredation
to the status of criminal (Wheeler, 1961; McCorkle and Korn,
1954; Sykes, 1958; Clemmer, 1938, 1940; Dunheim and Weinburg,
1960, Garfinkle, 1956; Cloward, 1960).

Sykes (1938, 1940) suggests that the systematic depriv-
ation that prisoners suffer provides the incentive for the
development of a subrosa system and an inmate attitude that
help alleviate the pains of being deprived. Inmates are
deprived of goods and services. While they have enough to
eat, are clothed, kept dry and warm, and have medical atten-
tion, they have less in terms of quality and quantity than
they were accustomed to before being incarcerated.

Prisoners are alloted just enough to subsist on and in
effect have been made poor. He implies that prisoners have
been deprived of status along with this deprivation of goods
and services: The prisoners are "from a world where control
and possession of the material environment are commonly
taken as an indication of a mans worth." Prisoners are
deprived of heterosexual relationships and security and may
live in fear of being assaulted or exploited by some of the
more vicious prisoners. Ultimately, prisoners are deprived
of autonomy.

Loss of autonomy experienced by prisoners does not

represent a grant of power freely given by the ruled to

the rulers for a limited and specific end. Rather it
is total and imposed. Residents are unable to make
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choices such as where to sleep, when and where to eat,
whom to live and associate with (Sykes, 1940, p. 127).

The inmate culture provide illegitimate avenues to
status and power and perscribe informal rules, roles, and
behavioral patterns for inmates which ameliorate the sense
of social rejection and the loss of status and degradation.
The informal inmate systems also attempt to eliminate the
deprivation of goods and services, autonomy, and security
(McCorkle and Korn, 1954; Sykes, 1938, 1940; Cloward; 1960;
Morosser, 1960; Dunheim and Weinburg, 1960; Shoblad, 1970;
and McLaren, 1973).

The inmate social structure provides them with some
safeguards for their personal security. The formal system's
rules, regulations, and methods of control can never fully
anticipate or co-ordinate all possible forms of behavior.
The informal system fills this gap with norms to cover some
of the more complex interactive patterns that the formal
system cannot deal with. In a sense, the informal organiza-
tions fill the gap left by the formal organizations (Berk,
1966). The slack in the system also provides methods of
channeling hostility and anti-administration attitudes into
adaptive patterns by providing access to status and power
through illegitimate means. The attempt to ameliorate the
patterns of deprivation perceived by inmates dictates a
social code and to a greater or lessor degree, group cohe-

siveness or conformity to this inmate culture (Syke and
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Messinger, 1960; Welford, 1967; Wheeler, 1961; and Cloward,
1960).

The inmate society appears to have a series of specific
rules or inmates' code.

Gauthony (1958) studied the inmate culture and devel-
oped the following list of the unwritten norms of the
inmates society.

Pl: You shall not ask another prisoner why he is here.

P2: You shall never openly say that you are guilty!

P3: You shall never moralize!

P4: You shall never claim that you are morally super-
ior to other prisoners!

P5: You shall never openly say that the sentence was
correct!

P6: You may say that your status as criminal is unde-
sirable, but not that the prison is a means to
resocialization!

P7: You shall say that the prison either has no effect
on you or harmful effects only!

P8: You shall express as your opinion that the guards
and partly the officials are inferior human beings!

P9: You shall be on the prisoner's side in all con-
flicts!

P10: You shall exploit the prison to your own advantage!

Pll: You shall not be an informer!
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P12: You shall never directly contradict another

prisoner in his interpretation of his own

situation, if he likes his own interpretation!

P13: You shall tolerate deviance from usual social

norms but never deviate yourself!

Pl4: You shall talk about the outside world in such

a way as not to increase the frustrations for

other prisoners!

P15: You shall not be different from other prisoners!

He posits that by using these norms as reference points,

frustrations created by incarceration and deprivation are

minimized and anti-administration attitudes and psychologic-

al defense mechanisms are strengthened. Sykes and Messinger

(1960) reviewed what they considered the significant litera-

ture on the inmate social systems and summarized what ap-

peared to be the inmate social code in five general sets:

1.

2.

3.

Don't interfere with inmates interest--be loyal to
your class

Keep your emotions under control--do your own time

Don't exploit fellow inmates--keep your word, don't
sell favors, and don't steal from cons

Don't get weak. Don't start a fight but never back
down. Don't complain and whine.

Act friendly toward guards but don't express any
friendship or respect for them around other cons.
In any conflict between inmates and guards assume
the latter are automatically wrong.

Within the inmate culture, a social structure or hierarchy is
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generally developed. The highest order inmate is considered
a "politician" or "merchant". They have influence with the
guards and professionals and manipulate the power structure,
gaining power for themselves, and delivering favors in the
form of goods and services to fellow inmates. The leaders
in the inmate power structure may violate particular tenets
of the inmate code to facilitate the long-run goals of the
inmate system of minimizing deprivation. Below them in the
social and power structure are the "thugs" whose primary
behavior is violence, descending in order to the "right guys"
who follow the inmate code but attempt to avoid interacting
in the subrosa culture, to the "square johns' who try to
conform to the inmate social structure and follow institu-
tion rules, and to the "low class" made up of the sex
offenders, the stooly, punks, homosexuals, etc. (McCleary,
1961; Clemmer, 1940; and Haynes, 1948).

Inmates usually must conform, or give the impression
of conformity, to the inmate codes or be isolated from their
fellow inmates. Peer pressure toward conformity with the
inmate code is strong. It appears that inmates conform to
official rules and procedures for the first and last six
months of their incarceration. However, the conformity may
be symbolic more than substantive as inmates attempt to
facilitate their release through the power system. It does

appear, however, that the longer the prison terms being
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served, the younger the inmate's age at first conviction, the
lower the social class of the offender's origin, fewer number
of contacts with persons outside of prison, and the lower
post prison expectations are on the inmate's part, the more
likely he is to conform to the prison culture and inmate
code (Wheeler, 1961; Garabedian, 1968; Tittle & Tittle,
1964; Welford, 1967; Tuth, 1969; Peritt, 1972; Williams and
Fish, 1974; and Irwin, 1974).

As suggested earlier, the inmate social structure in-
cludes the development and selection of inmate leaders who
facilitate and support the inmate culture. The inmate
leaders are appropriately referred to as "politicians" in
prison jargon as they are capable of developing favorable
interpersonal relationships with inmates, guards and treat-
ment personnel and are capable of gaining the trust of those
individuals they deal with. Inmate leaders typically are
older than most inmates, have spent considerable time in the
institution and are serving long sentences. They have
usually been involved in criminal behavior that gives them
status with their peers and sometimes have been important
members of criminal gangs or organizations on the outside.
By and large, the inmate leaders hold key administrative or
clerical positions and have access to avenues of communica-
tion and influence and administrative decision-making through
relationships of trust and power of persuasion (McCleary,

1961).
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Inmate leaders and guards tend to form symbiotic rela-
tionships and both tend to be concerned with a smoothly run
prison without significant structural changes. Those inmate
leaders who have become upwardly mobile have a vested inter-
est in the status quo, and will assist guards in keeping an
orderly and smooth running cell block, by exerting pressures
on disruptive inmates. 1In effect, the inmate leaders and
the prison administrator share the goal of maintaining an
orderly institution (Glasser, 1960).

It is at this focal point where the guard and inmate
leaders develop compromises that the formal system begins
to break down and the informal power structure begins to
develop. It is suggested that guards could not control the
inmate population and keep order, the criteria by which they
are judged, without the assistance of key inmates (McCleary,
1961; McCorkle and Korn, 1954). The price paid for the
assistance in the maintenance of the system is to allow
inmate leaders to perform their role of making fellow in-
mates' existence more bearable by supplying them with contra-
band goods, services, and favors. Since inmates can obtain
goods and services through the manipulations of the inmate
leaders, and the psychological satisfaction of seeing the
formal prison structure manipulated, they have some norma-

tive commitment to the subrosa inmate caste system.
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The Contraband System and Structure

McCleary (1961) suggests that at the prison where he
conducted his study the guards totally ignored the formal
structure in deference to the inmate titles and leadership.
As a result, contraband flowed freely into the institution,
and particularly powerful inmates accumulated large sums of
money. One inmate accumulated over $8,000 in a five year
period by running a gambling racket. Davidson (1977), dis-
cussing the economic power of Chicano prisoners in San
Quentin, indicates that guards are often on the payrolls of
the more prosperous inmate dealers, especially guards who
smuggle in drugs. According to Davidson, one guard earned
over $60,000 in a twelve month period by bringing in heroin
to a Chicano drug dealer. He suggests that payoffs and
bribery are common practices between inmates and guards.

Describing prison adaptive modes, Irwin (1974) described
the "time doer"--one who wishes to do his time quickly and
get out--as trying to maximize his comforts and luxuries and
minimizing his discomforts. Within this context, he
describes the prison economic system:

They seek extra luxuries through their job. Certain

jobs in prison, such as jobs in the kitchen, in the

officers' and guards' dining room, in the boiler room,
the officers' and guards' barber shop, and the fire
house, offer various extra luxuries--extra things to
eat, a radio, privacy, additional shows, and more free-

dom. Or time-doers purchase luxuries legally or il-
legally available in the prison market. If they have
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money on the books, if they have a job which pays a
small salary, or if they earn money at a hobby, they
can draw up to twenty dollars a month which may be
spent for foodstuffs, coffee, cocoa, stationery,
toiletries, tobacco, and cigarettes. Or using cigar-
ettes as currency they may purchase food from the
ketchen, drugs, books, cell furnishings, clothes, hot
plates, stingers, and other contraband items. If they
do not have legal access to funds, they may "shuffle";
that is, sell some commodity which they produce--such
as belt buckles or other handicraft items--or some
commodity which is accessible to them through their
job--such as food items from the kitchen. "Shuffling",
however, necessitates becoming enmeshed in the convict
social system and increases the chances of "trouble",
such as fonflicts over unpaid debts, hijacking by others,
and "beefs"--disciplinary actions for rule infractions.
While these "time-doers" tend to be "buyers", the in-
mates who feel cut-off from the outside world and attempt to
construct a life within prison--a process called "jailing",
are usually the "suppliers". Jailing is usually taken up by
long-term offenders and reform school graduates who through
the skills of experiences, gain key positions within the
legitimate institutional hierarchy. Their way of dealing
with the prison world may not be indigenous to that setting.
Hypes and Junkies, who being "time doers" bring personal
habits of "wheeling and dealing" from their street drug cul-
ture (Goffman and Jacobs, 1967; Tittle & Tittle, 1964), soon
become enmeshed in supplying goods and eventually are caught
up in "jailing". Irwin indicates, however, that these con-
ceptual categories of inmates and their corollary market
roles are, in reality, not clearly delineable. "Time doers"
take up jailing and vice versa; buyers become sellers, and

simple barterers become middlemen.



19

Guenther (1975) using open-ended interviews with
inmates in a federal prison describes the types of contra-
band circulating in the prison and the administration's
reaction. Based on administration perceptions, contraband
was considered either, (a) nuisance: gambling equipment,
cooking and eating wares, art equipment, etc., or (b) serious:
weapons, escape equipment, drugs, etc. The administration
and guards, in effect, turned their backs on nuisance con-
traband and tried to suppress dangerous contraband. While
the author developed a rather thorough list of various
contraband available, his attention to means of delivery
and manufacture of contraband is limited.

Radford (1948) was a prisoner of war in a World War II
German prison camp. He gathered his information as an
active participant in the prison market and, involuntarily,
as a participant observer. In this economy, cigarettes were
used as a base of exchange. As supplies of foods, etc.,
increased or became scarce their prices in cigarettes fluc-
tuated inversely. Middlemen who made a practice of gather-
ing market information grew relatively wealthy and became
despised by other prisoners. Public opinion demanded "just"
prices and attempt at controls were made through the develop-
ment of a prisoner store that distributed scrip money--
backed by food--and set prices at what they considered

equitable. As the real demands of consuming prisoners were
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at variance with the store policy a black market again devel-
oped utilizing cigarettes as the medium of exchange.
Cigarettes were delivered intermittently, thereby changing
the camp money supply causing prices to fluctuate.

Shabland (1972) discusses his life as a criminal and
chronic prisoner. He relates an interesting experience as
a "dealer" while incarcerated at one point in his career:

They put me to work as a clerk in the prison print shop.
The reformatory did a lot of printing for the state:
books, bulletins, journals, tax forms, license applica-
tions and the like. My job was to order and keep in-
ventory on paper, ink and other supplies.

It took me only a few days on the job to learn how the
convicts were utilizing these facilities for their own
advantage and profit, and only a few days beyond that
to make some contributions of my own. I was delighted
to find Phil Costain still there, an excellent photog-
grapher who had been assigned to the photography crew
in the print shop.

After showing me the legitimate ropes, Phil turned me
on to the meal ticket deal. Our shop was authorized to
print up meal ticket books for the prison guards. The
books consisted of tickets in various denominations
which were exchanged for chow in the cafeteria. The
books sold for ten dollars at the food counters, but we
detoured a large number from each print run and sold
them to the guards for five bucks--cash. The money
usually went for dope, for that was one of the commodi-
ties that absolutely demanded cash. Another was favors
from guards. It never ceased to amaze me how much
corruption a five-dollar bill purchased.

The meal ticket thing was penny ante compared to the
"parolee's package" we produced and distributed. Most
cons paroled or released from prison haven't a cent to
their names beyond the few dollars to which the state
stakes them. Nor do they have adequate identification
for the purpose of securing good legitimate jobs. Nor
is there much of a program in existence at the present
time for helping ex-cons make the crucial transition
from prison to society. It is not surprising then,
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that they head straight for "the street" to get into
whatever is available in order to make some fast bread.
Nor should it be surprising that before these cats
know it, they're back in stir.

To help our friends get back on their feet, we provided
them with a complete set of credentials and bum checks
printed under the auspices of Phil Costain and myself.
Some of the material such as birth certificates and
drivers' licenses, was ready-made because we manufac-
tured it for the state. Other items like draft cards
or army discharge papers had to be "created" by photo-
graphing real ones, doctoring the proofs, and photo-
offsetting the final, falsified document.

As for checks, we printed them for a number of compan-
ies such as the Santa Fe Railroad. We learned from one
of the guys who drove a truck in and out of the prison
that his brother worked for the Santa Fe. So we bribed
the brothers to bring us his Santa Fe paycheck and let
us use it for a couple of days. We blanked out the
brother's name in the payee's space, photographed the
check, then photo-engraved the sums and the railroad's
official's signature on our blanks. The con leaving
prison simply filled his own name in the payee's space,
and we'd make a book of twenty or twenty-five checks.
We performed the same operation on many other checks
besides Santa Fe. In fact we even had some prison per-
sonnel payroll checks printed!

On the day a friend was to get out, we'd give this
bundle of credentials and checks to one of our truck
driver friends and he's throw it in a ditch down the
road from the prison. The released con would then pick
up the bundle and have a little nest egg. Usually we
threw in a dozen or two extra sets of papers for him to
peddle. There's always a demand on "the street" for
false papers, and you can make fifty or a hundred bucks
a set.

These schemes were eventually discovered. One of the
bulls got so deeply in debt to us that he copped out
and blew the meal ticket business. And the F.B.I. got
wind of the parolee package game and traced the false
documents to our shop. All seventeen of us who worked
there got busted (pp. 122,123).
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Conclusion

The literature posits an inmate culture that functions
to eliminate their material and psychological deprivation.
The inmate social structure creates a core of leaders who
gain the personal trust of both staff and fellow inmates.
The relationship between the guards and the inmate leaders
is the point at which the rules and regulations, which the
inmates are required to observe, begin to break down.

Guards are vastly outnumbered by inmates who are potentially
hostile. The guards are judged on how quiet and orderly
appearing their cell blocks are managed, not on how many
rules they discern residents violating. Thus, they reles v
gate inmate leaders to keep the other inmates in relative
order. The guards will overlook rule violation on the part
of the inmate leaders as a reward for their assistance--they
will overlook rule violations on the part of most residents
who contribute to the order of the cell block.

Thus, the inmate leaders--politicians and merchants--
move about with relative freedom and provide contraband
goods and services for their fellow residents.

Contraband dealing can take the form of simple barter-
ing or can entail a sophisticated network required to deal
in items such as drugs. Those who are highly successful

dealers of contraband have a great deal of status in the
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prison community. These individuals are usually upwardly
mobile and have a vested interest in the status quo of that
environment as the status quo allows them to deal in the

flourishing contraband market and maintain their status.



CHAPTER III

RESEARCH METHOD

Research Site

The research site for this study is the maximum secur-
ity unit of the State Prison of Southern Michigan (SPSM),
located two miles north of Jackson, Michigan. SPSM is the
largest penal facility of its type in the world. Within its
walls alone, there are more than 57 acres. The entire com-
plex contains 3,885 cells for general population as well as
340 minimum-security beds in barracks at four farms.
Additionally, there are 465 segregation, detention and dis-
ciplinary cells, 141 beds in the infirmary and 106 beds in
the Parke Davis and Upjohn research clinics. In the Recep-
tion and Guidance Center (R&GC), which is a separate insti-
tution attached to SPSM for ancillary support, there are
477 cells. The clinical services unit, which is part of
R&GC contains 105 cells. There are two trustee cell blocks
that house part of the general population. Each trustee
cell block holds approximately 400 residents. One trustee
block is situated inside of the walled perimeter and the

other is located immediately outside of the south wall and

24
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to a great extent functions independently of the major com-
pound. The parole camp, a minimum security unit with
barracks-like housing, is located across Cooper Road, west
of SPSM, in a wooded area. Residents from all institutions
who haQe been granted a parole are placed in the parole
camp, away from the general prison and reformatory popula-
tion, in preparation for their return to society. During
the calendar year 1976, an average of 5,011 residents per
month were confined to the SPSM complex.

Personnel inside the maximum security facility are as
follows: the warden, deputy warden, and several administra-
tive assistants including personnel officer, etc. The cus-
tody staff includes 4 guard captains, 6 guard lieutenants,
32 sargeant of the guard and 404 guards. The treatment
staff has been restructured in an attempt to do away with
the so-called treatment custody conflict. Counselors are
now resident unit managers or assistant unit managers. They
are responsible for custody and inmate control as well as
their counseling functions. Each cell block--except the
segregation block--has a resident unit manager and two
assistant unit managers. There are also a number of civilian
employees within the maximum security section employed as
teachers, foremen in prison industries, food service workers,
and some clerical staff (the majority of the civilian
clerical and administrative staff are located in offices

just outside of the maximum security section.
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Research Procedure

This research attempts to describe the resident econom-
ic system at SPSM. While the legitimate economic system is
analyzed, emphasis is placed on understanding the residents’
economic system involving the buying and selling of contra-
band. The majority of the information and data collected
for this research comes from the open ended interviews this
writer held with 207 residents, 49 guards and staff, and
27 former residents of SPSM.

Questionnaires were developed using the data obtained
in the interviews (see Appendix). The construction, distri-
bution, and analysis of the questionnaire is discussed later
in this chapter.

The interviews took place between March 12, 1976 and
August 19, 1977. The interviews with the residents took
place at the parole camp which is located directly across
from SPSM. Residents who have been granted a parole are
transferred to the Parole Camp where they are phased out of
the institution back into the community. Given the
phenomena of prison paranoia--no one totally trusts anyone
else and a total stranger is not trusted at all--interviews
with residents in SPSM proper seemed impractical. While the
administrator would have allowed this writer to interview
anyone in SPSM, it was suggested that asking residents

questions about contraband would be fruitless as residents
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are culture bound "not to squeal”. It was also suggested
that if this writer's interviews appeared to be investiga-
tive in nature, behavior problems on the part of the resi-
dents might develop. (As discussed later, some minor
problems with resident drug dealers did develop when ques-
tionnaires were distributed in the Reception and Guidance
Center.) However, residents at the Parole Camp could speak
freely. They were physically removed from the environment
we would discuss, they were in an unstructured camp environ-
ment with a minimum of pressure, and the fact that they were
going home shortly put most of the residents in a congenial
mood and eradicated any fears of retribution they might have
had from their fellow SPSM residents for giving out informa-
tion on contraband.

The sampling procedure was purposive and practical
rather than random. Residents were selected who were at the
Parole Camp from SPSM, and in the judgment of the parole
officer who ran the camp, and his resident clerk, were
reasonable, intelligent, understood the system, and would
be willing to spend time with this writer. The physical
environment at the Parole Camp was ideal. This writer had
the use of a private office with a desk and comfortable
chairs and access to coffee.

Prison paranoia similarly affected many of the SPSM

guards. While some spoke openly and freely, others were
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visibly nervous during the interviews and were relieved when
the interview was terminated. Those willing to talk were
hurrying to go home or return to other activities. Using
two guards who were apparently influential with their
colleagues, several group discussions at this writer's home
with willing guards took place. These group interviews
proved active and fruitful. Parolees who served time at
SPSM were interviewed at the Lansing District Parole Office.
The interviews were limited in value as the parolees were
anxious to go about their affairs.

The interviews were unstructured. This writer relied
upon his skills, developed from several years experience as
a probation and parole officer that entailed building trust
in interviewing situations with offenders, and a Masters
Degree in counseling which added interviewing techniques to

the experience already gained.

Summary of Research Findings and
Method of Analyses

The analyses of the prison economic system is divided
into three parts: Chapter IV--the legitimate sector;
Chapter V--the illegitimate sector; Chapter VI the factors
within the prison system that facilitate the flow of contra-
band. Chapter IV describes the sources of legitimate income

the residents can acquire, including per capita incomes



29

for residents employed in the two major employment categor-
ies--Prison Industries and Institutional Assignments--and
per capita income for all residents including funds from
outside sources such as money from family members. The
legitimate items the residents may purchase and the methods
by which the residents can purchase them was described.
The information was obtained from the SPSM business office
for the calendar year 1976. Finally, the processes by
which the legitimate and illegitimate sectors interact was
described. The primary source of information on residents'
income and what they can purchase as given in Chapter IV
was obtained from the SPSM business office. The business
office bookkeeping entries were restated in tables suitable
to the purpose of the chapter. The information disclosing
methods by which the residents cause the legitimate and
illegitimate sectors to interact was developed from inter-
views with members and former members of the SPSM community
Interviews were the primary method of gathering information
for the bulk of this research and are described in depth in
the following discussion on the methodology employed in
Chapter V.

Chapter V--the illegitimate sector--is the major anal-
ysis chapter. The contraband goods and services are listed
in tables along with their average prices when appropriate,

and their availability as perceived by the members and
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former members of the prison community. For the major cate-
gories of contraband analyzed, the following issues were
addressed: methods and perceived risk involved in supplying
contraband; supplier and consumer typologies; market struc-
ture; demand elasticities based on estimates of demand
curves. In addition, residents marginal propensity to con-
sume and income elasticities of demand for the legitimate
and illegitimate sectors were estimated.

To obtain the data and information required for Chapter
V, interviews and survey questionnaires were employed.
Information on methods of supplying contraband and consumer
and supplier typologies are based entirely on interview
information. The remainder of the data was gathered from
survey questionnaires that were developed from the informa-
tion obtained in the interviews. Several drafts of the sur-
vey questionnaire were developed and were filled out by
residents and staff of the reception and diagnostic center
at SPSM for pretest purposes. Using the feedback from the
residents and staff who were assisting this writer, a final
survey questionnaire was developed and distributed (see the
Appendix).

As in the case of the interviews, purposive rather
than random sampling was used. After the questionnaire was

developed, with the aid of residents and staff at the
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reception and guidance center, questionnaires were distribu-
ted to the resident population in that section. After a

few were returned, residents there stopped filling them out
as allegedly drug dealers made a general threat that resi-
dents found filling out the questionnaires would suffer
punitive sanctions. This experience supported the consen-
sus of the prison administrator regarding the general dis-
tribution of a questionnaire to the general SPSM population.
Therefore, it was necessary to distribute the questionnaire
to former residents from SPSM.

We distributed 500 questionnaires to the parole office
working out of the Lansing district office and 200 were given
to the counselors in the north section of SPSM, a newly
created medium security section of SPSM. Both groups were
asked to distribute the questionnaires to clients who had
spent at least one year in SPSM, who were intelligent enough
to understand the questionnaire, and would attempt to
accurately fill out the questionnaire. A check was built
into the questionnaire for fraudulent or totally inaccurate
responses. However, this writer's experience, as a parole
officer, dictates that most correctional caseworkers know
their case load fairly well and having them select respond-
ents on the above criteria would minimize fraudulent
responses, or questionnaires being fill out by functionally

illiterate clients. Also, 100 gquestionnaires were
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distributed to the SPSM custody staff. It later came to
this writer's attention that many, if not most, of the
questionnaires that the guards returned were filled out by
residents as a favor for the guards. Of the questionnaires
distributed, 102 were returned from the parolees, 38 from
the north side and 28 from the guards, a total of 168.

The first section of this questionnaire addressed what
contraband goods and services were available, and what their
average prices were. This was done by presenting a list of
the contraband goods and services available that had been
determined through the interviewing process. Blank spaces
were left below the list so respondents could add items that
may have been omitted. Spaces were provided, next to each
item, where the respondent could indicate what he thought
the average price of the item would cost in cigarettes,
real money--"green", and prison script as shown in the
partial example below (see Appendix for the complete ques-
tionnaire).

CONTRABAND GOODS AVAILABLE
PRICE
GREEN SCRIP CIGARETTES
A sandwich ripped off from
the commissary

Sugar per pound
Marijuana/joint
Marijuana/lid

Marijuana/ounce
Spud juice/quart
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The question of availability of various contraband was

addressed with Likert scales as shown below:

HOW MUCH IS CIRCULATING?
Very
Small Large Large
None Amount Amount Amount

l. Sandwich from the

commissary 1 2 3 4
2. Sugar 1 2 3 4
3. Marijuana/joint 1 2 3 4

A neutral response of "some amount" was avoided as
some of practically everything goes on in prison.
Respondents were asked to relate their perception of the
amount circulating to a base line of none--the amount that
should be in existence and/or the amount available to those
who might want to buy a contraband good or service. That is,
the counselors and parole officers who circulated the ques-
tionnaires were asked to inform the respondent on the form
of reference for responses concerning availability of
contraband items. The respondents' perceptions may be based
on residents normative position on what constitutes a
particular amount circulating which in turn may relate to
street culture norms. The residents' perception on the
availability of contraband in the prison environment,
regardless of the respondent's frame of reference, is valu-
able as it is indicative of the contraband flow. Throughout

the interviews, phrases such as "a lot circulating”,
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"easy to obtain" which are used in the questionnaire, were
redefined by interviewees as "a lot of residents use it" or
"it's easy to buy". The question "do a lot of residents use
it" was not used in the questionnaire due to the pejorative
connotation which may have changed response patterns. The
contraband items were listed in tables and the mean of the
prices and the Likert availability scales were presented
along with average deviations.

Demand was estimated in categories of contraband by
ranking price changes next to Likert-type scales
showing possible changes in buying patterns. Respondents
were asked to indicate what buying changes they felt would

accompany price changes, as shown in the example below:

Price Change Changes in Purchasing
A Lot A Lot
1. Drugs Less Less Same More More
a. large price increase 1 2 3 4 ’5
b. some price increase 1 2 3 4 5
c. some price decrease 1 2 3 4 5
d. large price decrease 1 2 3 4 5

The mean of each scale was computed and used to plot
coordinates with each price change. Demand curves were
drawn using those coordinates. Average deviation per scale
is shown to describe dispursion of responses.

To compute the residents'marginal propensity to consume
in both the legitimate and illegitimate sectors, residents

were asked how they would allocate an increase in income
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between spending and savings. Percentage scales, as shown
in the example below, were used:

If residents' script allowance increased, what percent of
that increase do you think they would spend?

2 3 4 5
0% 25% 50% 75% 100%

If residents would earn more "green" by dealing, what per-
cent of that increased green would they save?

1 2 3 4 5
0% 25% 50% 75% 100%

The responses on the allocation of increased green
varied greatly and grossly contradicted impressions this
writer gained through interviews. The question involved
appeared in order on the questionnaire just after respondents
were asked about spending habits on available goods if their
legitimate income increased (see discussion below). The
respondents were then asked what percent of a "green"
increase they would save? Some respondents may have read
the question accurately while others may have assumed the
question was directed toward spending rather than savings.
Therefore, a supplement to the questionnaire--shown in the
example on the following page--was circulated asking the

question more clearly.
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1. What percent of the contraband noney such as cigarettes
or green do residents spend?

» o L) . [ . . - . . o

0 10 20 30 40 50 60 70 80 90 100

2. If residents' contraband money such as cigarettes or green
would increase for any reason, what percent of that
increase do you think they would spend?

0 10 20 30 40 50 60 70 80 90 100

The responses on the supplement were used instead of
the original scale for the illegitimate sector. After the
500 supplements were distributed, 285 were returned. Means
of the scales were interpreted as marginal propensity to
consume. Average deviations were reported.

To estimate income elasticity of demand in both the
legitimate and illegitimate sectors, Likert scales were used
to ask respondents how residents would change their consump-
tion patterns if their incomes would increase. Partial
examples are shown below and on the following page.

What item or items from the prison store would you buy more
of or less of if your script income increased?

Stop Much A little Same A little Much

buying less less amt. more more
1. Cigarettes 1 2 3 4 5 6
2. Other tobacco
items 1 2 3 4 5 6

3. Stationary
supplies 1 2 3 4 5 6
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What contraband items do you think residents would buy if
the "green" they had would increase?

Stop Much A little Same A little Much

buying 1less less amount more more
1. Drugs 1 2 3 4 5 6
2. Alcohol 1 2 3 4 5 6

Means and average deviations are reported.

Likert scales were used to determine the perceived risk
involved in being a contraband dealer. Respondents were
asked to indicate what risk they felt was involved of deal-
ers being apprehended by guards or harrassed or "ripped off"

by other residents. Partial examples are shown below:

RISK IN DEALING

A. How much risk do you think there is of getting caught by
the guards when a resident is dealing the following?

No Not much High A great deal

risk risk risk of risk
1. Drugs 1l 2 3 4
2. Alcohol 1 2 3 4

B. How much risk of harrassment such as getting ripped-off
by other residents do you think there is in dealing the

following?
1. Drugs 1
2. Alcohol 1 2 3

Means and average deviations are reported.

Average deviation was used to measure the variability

of response patterns on the Likert scales used. It shows
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how far, on the average, the score of the distribution
depart from the mean of the distribution. Average devia-
tion is defined as the sum of the deviation from the mean
(positive and negative aspect of the values are disre-

garded) divided by the number of responses.

X = E(Y-Xi)

N

X = average deviation
X = mean
Xj= individual score deviations

N = number of responses.

To check the validity of the questionnaire, an area
regarding residents' pﬁrchasing documents for or from their
counselor file was included. 1In the past, residents were
able to purchase favorable counselor reports, vocational
training certificates, general equivalency development high
school diplomas from resident clerks who were employed in
positions where they could create or steal this type of
documentation. Resident clerks working with these files in
the counselors'offices would place the documentation in the
residents counselor file which the parole board would
eventually use in evaluating the resident for parole con-
sideration. Conversely, residents who were curious about
the contents of their file would pay resident clerks for

copies of their reports. This service no longer exists.
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Crucial documents and the counselors files are handled
exclusively by civilian clerks who are instructed not to
delegate handling of the documents and files to residents.
Conversely, if a resident wants to have copies of the
reports placed in his counselor file, he will be given
copies upon request.

Throughout the interviews SPSM residents and ex-
residents, indicated that the counselor files were inaccess-
ible to resident clerks and a resident could no longer
purchase documentation for his file. The interviewees also
verified that copies of their reports would be sent to them
upon request. Questionnaires that were returned with the
section on the counselor file filled out were ignored, as
the respondent was being fraudulent or inaccurate. Only
seven questionnaires were discarded on that basis.

Occasionally a questionnaire would show contraband
items consistently costing more in green than prison script.
This information would be discarded as the opposite is true.
The final validity check was in the section relating change
in prices to change in buying habits. If the respondent
consistently showed increased purchases with increased
prices, the validity of that questionnaire was questioned.
Only three blank questionnaires were not used for those

reasons.
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Pre- and post-testing of the questionnaire per se was
not done to examine the documents reliability. The ques-
tionnaire was developed on the information obtained through
interviews with the intent of verifying the data obtained
in the interviews and collecting it in quantified form.

The information and data obtained through the interviews
was consistent, leading this writer to believe that the
information from the interviews was reliable. Finally, the
trial questionnaires were administered to residents at the
Reception and Guidance Center in SPSM after which they
provided feedback on the clarity, logic, and possible
obtrusiveness of the questionnaire from their points of
view as residents.

Chapter VI--The Factors that Facilitate the Flow of
Contraband, discusses the limitations prison officials have
in controlling contraband, why those limitations exist and
how an informal system that facilitates the flow of contra-
band evolves. The information for this chapter comes
primarily from the interviews described, impressions from
the literature on the prison social structure, and litera-
ture on organizational theory.

As a final check for conceptual and factual accuracy,
this research has been constantly reviewed by three ex-
offenders who spent a great deal of time in SPSM and were

actively involved in the contraband market there. Two of
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the ex-offenders who reviewed this work are presently
Masters candidates in the College of Social Science at
Michigan State University, and the third is a former County
Jail administrator who is presently working with the

National Institute of Corrections.



CHAPTER IV

THE LEGITIMATE ECONOMIC SECTOR

Introduction

This section describes the legitimate methods by which
SPSM residents can accrue funds, how the funds are con-
trolled and disbursed to the residents, and what the resi-
dents can spend their accrued incomes on. The income is
described in terms of the earning power of the two major
employment categories within SPSM--prison industries and
institutional assignments, shown in per capita incomes per
group monthly and annually, and per capita incomes for all
residents employed and for all residents. Legitimate in-
comes from outside sources are also summarized in per capita
and aggregate terms. Those goods and services that resi-
dents may purchase are described and aggregate figures on
expenditures are summarized. This is done to briefly
examine what the legitimate economic structure can provide
residents and more importantly to portray the major avenues
through which the legitimate and subrosa economic systems

interact.

42
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Income and the Monetary System

The legitimate economic and finance system at SPSM
centers around the resident account system. Each resident
has his own account, managed by the SPSM Business Office, in

which funds are entered and disbursed for him. Funds can be

placed in residents' accounts from earnings through
prison employment, direct payments into their account from
relatives of friends, or payments to residents such as
social security, disability payments, pensions, etc.
Residents can allocate or spend monies from their accounts
in several ways. Inmates may acquire up to $120.00 in
prison scrip per month from their account. The scrip acts
as legal tender at the resident store where they can pur-
chase a variety of items such as cigarettes, toiletries,
etc.

Through a direct voucher or pay system residents can
purchase or be supplied with institutional goods and services
such as dry cleaning, television sets, hobby craft materials,
etc. Residents may also send money to their families from
their account, or they may bank part or all of the funds
they acquire in the bank of their choice. This practice is
encouraged by the institution because interest is not paid
to resident accounts at SPSM. As will be discussed later,

the utilization of the "free world" banking system is a



44

method of funding contraband or illegitimate enterprise be-
tween residents. The diagram on the following page depicts
the legitimate flow of resident funds.

Within SPSM, residents are limited as to how much they
may spend by institutional policy as well as their own

resources. The amounts they may earn and place in their

account is generally limited by pay scales for the various
jobs available. Thus, the amount residents can spend in-
ternally may be restricted by their own income at a level
lower than institution policy. The flow of funds into a
particular resident's account from resources outside of SPSM
»are theoretically unlimited. As will be discussed in a sec-
tion on the illegitimate system in SPSM, the flow of funds
into the residents' accounts from sources outside of SPSM is
one avenue by which the legitimate and illegitimate sectors
can interact. The flow of funds from a resident's account
to his family, a private bank, etc., is limited only by the
amount a particular resident may have in his account.
Institution policy limits the flow of these funds to particu-
lar recipients considered legitimate such as a resident
family; however, no limit is set on the amount that can be
transferred.

Prison industries and institutional assignments are the
two major sources of legitimate income for residents in SPSM.

The category of institutional assignments includes work or
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educational assignments. Residents may also earn legitimate
income through jobs affiliated with the administration of
the inmate general benefit fund, by selling leather-craft
that residents might make through their hobby-craft organiza-
tion or by volunteering for drug experimentation with the
Parke Davis or Upjohn Pharmaceutical companies. During the

calendar year 1976, $781,186 was earned through these various

activities by approximately 4,C09 inmates (monthly average
for a per capita earned income of $195.00). During the
calendar year 1976, the average monthly resident population
for SPSM was 5071 for a per capita earned income of $154.00
for the entire population. One thousand and sixty-two resi-
dents are classified as unemployed. Approximately 400 to
500 of those unemployed are unable to work due to physical
impairment or placement in segregation facilities. The
physically impaired are given $2.50 per week plus tobacco,
soap, etc. The 500 to 600 employable residents in this
category are given some basic supplies; such as, institu-
tional soap, clothing, and "roll your own" tobacco, but must
depend on outside sources such as relatives to acquire addi-
tional funds. The unemployed who are available for work
remain in what is termed the labor pool until they are given
a job assignment. Placement in the labor pool is the resi-

dent's first step in earning a legitimate income in SPSM.
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Residents entering the Michigan adult prison system
are first evaluated at the Department of Corrections Recep-
tion and Guidance Center. From there they are sent to dif-
ferent institutions depending cn an array of factors such as
security risk, age, etc.

Residents who are destined for SPSM and who will not
require individual confinement usually will have a series
of recommendations for programming and employment potential
developed by the Reception and Guidance Center. The resi-
dents will be placed in the labor pool and administrators
such as shop foreman will have access to the recommendation
from the Reception and Guidance Center. Based on the
Guidance Center reports, a resident can be assigned a job
in terms of his skills or training needs. If a resident has
a skill such as carpentry, etc., chances are, he will be
placed accordingly. In practice, however, residents who
have been in the labor pool the longest or who are known as
good workers from previous experience are selected for em-
ployment as jobs become available. Residents may turn down
employment offers or accept a job and keep their name in the
labor pool if they are not satisfied with that assignment or
have a preference for a particular job assignment.

On the average; the best paying work assignments in
terms of earning legitimate income are in the prison indus-

tries division. Prison industries include machine shop,
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industrial maintenance, textile production, tailored gar-
ments, work garment production, shoe production, stamping
plant, license plate shop, and sign shop. Residents can
earn from $0.30 (thirty cents) to $1.20 (one dollar and
twenty cents) per day depending on their experience on a
particular job and the skill level required for a particular

assignment. Quarterly bonuses based on production incen-

tives can also be earned. As shown in Table 1, below,
residents working in prison industries earned $350,060 in
the calendar year 1976--an average of $600 per resident

employed for that year.

Table 1. Resident Payroll Generated by Prison Industries
by Month for 1976

Number of
Monthly Residents Per Capita
Month Payroll Employed Earnings
January $22,963 580 $39.59
February 26,924 580 46.42
March 52,041 589 88.35
April 26,456 570 46.41
May 25,719 592 43.44
June 25,092 597 42,03
July 26,736 ‘ 573 46.66
August 26,484 589 44.96
September 28,991 593 48.89
October 20,442 575 35.52
November 41,783 581 71.92
December 26,512 583 45.48

Totals $350,060 X = 584 $600.00
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While the jobs in prison industry pay better on the
average than work in other assignments, most job assignments
in prison industries confine workers to limited areas such
as a punch press machine, etc.

Institutional assignments include all activities for
which residents may earn an income other than prison indus-
try; such as, general benefit employment, hobby-craft sales,

drug companies employment, and school attendance. Residents

will earn $0.15 per half-day attendance to $0.25 per full
day school attendance in the various educational or voca-
tional programs available which range from job training pro-
grams to college courses. Institutional work assignments
include the following:

Barber

Building Trades Worker

Elevator Operator

Fire Safety Worker

Food Service Worker

General Clerk

Motor Vehicle Operator

Porter/Runner

Stock Clerk

Technical Specialist Worker

The pay range for institutional employees is the same

as applied to prison industries. Resident workers can earn
between $0.30 per day and $1.20 per day depending on the
skills needed for a particular job and the length of time
a resident spends on that job. However, on the average,

residents working in institutional job assignments make con-

siderably less than those working in prison industries.
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Prison industries require higher skills which pay more and
also pay bonuses to workers for production. Institutional
assignments require lower skills, do not have a bonus system,
and include a number of residents who are attending school

which pays an extremely low rate. As shown in Table 2,

below, in calendar year 1976 $346,479 was paid to an average
of 3,247 residents having institutional assignments, for a
per capita income of $154.00 that year compared to a per
capita income of $600.00 for residents in prison industries

during the same time period.

Table 2. Resident Payroll Generated by Institutional Job
Assignments for 1976

Number of
Residents
Monthly Employed Per Capita

Month Payroll Monthly Earnings
January $30,222 3,321 $9.10
February 28,069 3,264 8.60
March 29,657 3,272 9.06
April 28,315 3,880 7.30
May 28,686 3,409 8.41
June 27,658 3,165 8.74
July 29,258 2,934 9.97
August 28,636 3,198 8.95
September 30,776 3,371 9.13
October 28,254 2,833 9.97
November 28,160 : 3,179 8.86
December 28,778 3,141 9.16

Totals $346,479 X 3,247 $154.00
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While institutional jobs pay less they are potentially
much less monotonous than industry work and allow residents
in particular institutional jobs freedom of movement within
SPSM. Positions such as truck-driving allows highly trusted
resident drivers freedom to move between the inside and out-
side facilities of SPSM. As will be discussed later, freedom
of movement on the part of residents working in a particular

institutional job facilitates the flow of contraband.

The inmate benefit fund is created primarily from
profits from the inmate store where residents can purchase
a variety of commodities with their scrip. The General
Benefit Fund is used to purchase athletic equipment, supply
the Residents Law Library, support the prison newspaper,
and support entertainment sctivities. Residents are uti-

lized to assist in administrating the benefit fund. As

shown in Table 3, on the following page, an average of 178
residents worked in various positions for the benefit fund
in the calendar year 1976 and earned $44,837 for a per

capita income of $251,00 that year.

A source of employment that is extremely popular with
the SPSM residents is working for Parke Davis or Upjohn
Pharmaceutical Companies. Residents get paid for being
"guinea pigs" for the companies by taking various experimen-

tal drugs the companies produce and submitting to physical
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Table 3. Resident Payroll Generated by Job Assignments with
the Inmate Benefit Fund (1976)

Number of
Monthly Residents Per Capita
Month Payroll Employed Income
January $3,183 176 $18.
February 3,458 182 19.
March 3,355 176 19.
April 3,457 177 20.
May 3,937 179 22,
June 3,600 180 20.
July 4,099 178 23.
August 3,819 182 21.
September 3,784 180 21,
October 3,635 183 20.
November 4,569 177 26.
December 3,850 175 22,
Totals $44,836 X =178 $251.

examinations to check the efficacy or possible harmful
effects of the drugs. As shown in Table 4, an average of
74 residents earned $32,520 in 1976 for a $439,00 per

capita income that year.

Residents produce leather goods and sell them through
the Hobby-craft Retail Outlet to the general public.
Residents working in Hobby-craft may hold other paying posi-
tions in the institution or may be in the labor pool.
Participation will vary from residents making personal items

to intensive participation by others to generate income.
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Table 4. Resident Payroll Generated by Employment with
Parke Davis and Upjohn Pharmaceutical Companies

in 1976
Number of
Monthly Residents Per Capita
Month Payroll Employed Income
January $2,500. 7 $357.
February 2,720. 12 226.
March 2,957. 9 328,
April 2,216. 4 554.
May 2,443. 5 488.
June 2,503. 5 500.
July 3,172. 3 1,057.
August 2,915 4 728.
September 2,497. 7 356.
October 2,707. 9 300.
November 3,020. 6 503.
December 2,870. 3 956.
Totals 32,520 74 X = $439.

A per capita statement of earnings therefore would be mis-
leading, if not impossible to obtain. This does appear to

be a relatively good source of income as $99,727 was earned

by participating residents in 1976. Table 5, on the follow-
ing page, shows the resident income earned through Hobby-

craft in the calendar year 1976.

Table 6 provides an overview of the legitimate income

earned by the residents of SPSM in the calendar year 1976.
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Table 5. Resident Income Generated by Participation in

Hobby-craft in 1976

Earned by
Month Residents
January $ 1,511.
February 4,970.
March 3,871.
April 8,762,
May 6,616.
June 5,035.
July 5,546.
August 7,020.
September 4,583.
October 5,567.
November 5,644.
December 8,762.
Total $99,727.

Table 6. Legitimate Income Earned by All Prison Employees

in 1976.

Income

From SPSM Number of Per Capita
Month Employment Employees Income
January $60,379. 4,084 $14.78
February 66,141 4,038 16,38
March 91,881 4,046 22.71
April 69,296 4,631 14.96
May 67,401 4,185 16.11
June 63,888 3,947 16.19
July 68,811 3,688 18.66
August 68,874 3,973 17.34
September 70,631 4,151 17.02
October 58,585 3,600 16.27
November 83,176 3,943 21.10
December 70,772 3,901 18.14
Totals 839,835 X=14,016 X=$209.12
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In addition to earning money at various activities in
SPSM, funds can be placed in resident accounts from outside
sources such as family or friends. As shown in Table 7, on
the following page, in addition to the $871,102 residents
earned in 1976, they received $2,589,945 from outside
sources. A total of $3,461,047 was placed in the residents'

accounts that year, a per capita accrual of $690.00.

Expenditures

SPSM residents may purchase a variety of items from the
Resident Store with prison script. Each resident can receive
up to $120.00 in scrip each month if hLis account has that
amount available. Scrip is comprised of small booklets of
printed slips of various monetary denominations. The resi-
dent's institution number is entered on the cover sheet of
each booklet. For an inmate to redeem his scrip at the
resident store, he must present his identification which
will have his picture on it and tear out the individual
script from the booklet to ensure that it is his scrip.
Residents may redeem their scrip at the resident store for
items categorically described as tobacco, stationary,
toiletries, and grocery items. Items such as appliances,
appliance accessories, clothing goods, health kits, and time

pieces and accessories can be purchased from the resident
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store. These items cannot be purchased with scrip, but may
be purchased with funds transferred directly from the resi-
dent's account to the store account by a voucher system.
Voucher purchases are made without consideration of the
amount of script a resident has been issued as long as the
resident has enough funds in his account to cover the costs.
Other items or services the residents may purchase by
voucher include tickets to movies and special activities,

postage, hobby-craft materials, photos, "Jaycees" membership,

use of Xerox materials, and library fees. Two items, resi-
dent outgoing checks and purchases of bonds, are entered as
purchases against their accounts. Residents may request
that all or part of the money they have in their accounts be
forwarded to private banks or their families. A few resi-
dents have elected to purchase government bonds through

the City Bank in Jackson, Michigan. The categories of checks
issued and bonds purchased may be viewed to some extent as
resident savings as obstensibly these funds are being re-
moved from circulation. However, it is a practice for
residents to send money to their bank or family and in turn
have money forwarded to another resident's account. 1In
effect, money is simply being transferred between residents'
accounts for the purchase of contraband goods or services.
If the transferred funds are subsequently spent in the

institution the category of outgoing checks do not constitute

savings in the long run. Table 8, on the following page,
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summarizes income and expenditures within the legitimate

sector for SPSM residents in the calendar year 1976.

Conclusion

Those residents who are employed in prison industries
are in a relatively good economic position as they earned
$600.00 per capita in 1976 compared to residents with insti-

tutional assignments who earned $154.00 per capita in that

year. Residents who desire to improve their economic status
must either depend on money from outside sources or enter
the contraband system. In 1976, the residents fund received
about 75% of its funding from outside sources and 25% was
earned through legitimate prison employment or funding.

The legitimate economic system supports and facilitates
the subrosa system in two ways. Many of the institutional
assignments place residents in positions of trust and allow
them freedom of movement which allows them to deal with some
freedom in the subrosa system. Residents may buy and sell
contraband by having funds placed in the supplier's personal
bank account or resident fund from the buyer's bank account
or outside contacts. This system can be, and often is, used

to transfer money from one residents fund to another.



CHAPTER V

THE CONTRABAND SYSTEM

Introduction

This chapter puts together an overview of the contra-
band system. The somewhat complex monetary and credit
systems are addressed first. This is followed by categori-
cal lists of the various contraband goods and services
available, their average prices, and respondents' perceptions
of the availability of those contraband items. The section
on market analysis attempts to examine the methods by which
the individual categories of contraband are supplied, the
market structure and the risk involved in supplying contra-
band. Consumer typology and demand curves for each contra-
band category have been developed. In addition, general
consumption spending patterns and income elasticity for

SPSM residents have been estimated.

The Monetary System

The three forms of money circulating internally in SPSM's
contraband market are prison script, cigarettes, and "green"

which is real money. Prison script issued to residents is

60
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used to purchase goods from the resident store which is run
by prison administrators and civilian personnel. Residents
making purchases at the store may only use their scrip.

They must present their identification along with their
scrip book which has the resident's institution number on
the front cover to insure that other residents' scrip is not
being used. In spite of the controls, scrip enters the
contraband market directly through purchase of some contra-
band items, and, with more frequency, through one aspect of
the credit system. The latter manipulation of scrip will

be discussed below in the section on the illegitimate inmate
store and its operations. In the former instance, some
residents are skilled at neatly placing other residents'
scrip in their scrip book and timing their trips to the
resident store when sales activities preclude tight security.
In addition, scrip can purchase cigarettes which in turn

can be used as money to deal in the contraband market.
However, "green" and cigarettes are the primary internal
medium of exchange in the contraband market.

Contraband goods and services can be purchased through
an external exchange system. Residents are permitted and
encouraged to have savings accounts with the private bank of
their choice. A resident may transfer funds from his sav-
ings account to the savings account or institution account

of another resident. Or a resident may have friends or
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relatives send money to another resident's institution
account or bank savings account. This approach to exchange
is usually used when large sums of money are involved. The
external methods of exchange are relatively risk free as
requests for transaction can be done through the mail,
which for the most part is no longer censored. Request for
such transactions can also be given to relatives on visita-
tion days.

Money lending and credit buying are important aspects
of the contraband system. Consumers who are perceived as
reliable can purchase most contraband items on credit. Each
cell block has several individuals who are in the business
of lending money. They are referred to as "loan sharks".
The usual interest rate for borrowing or buying with credit
is two for one--or 100% for a time period of 30 to 60 days.
However, there is some room for negotiation upward or down-
ward depending on the relationship between the buyer and
seller, or the perceived reliability of borrower or credit
user.

The exchange rate between "green", scrip, and cigar-
ettes appears to be relatively stable at low price levels
but varies; and, eventually, monies will not exchange at
higher price levels. At a higher price transaction, differ-
ent denominations of green will not exchange dollar for

dollar. Typically, five dollars ($5.00) worth of "green"
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will purchase two and one-half cartons of cigarettes--a ten
dollar ($10.00) value when purchased with script at the
resident store. It becomes unlikely that a resident will
exchange $20.00 green for 10 cartons of cigarettes as pos-
session of large quantities of cigarettes, especially of
different brands, by a resident will give him the appearance
of dealing. For that reason again, dealers of higher priced
contraband will only accept green for their good or service,
thus cigarettes become less and less viable as money as the
price required in an exchange increases. When dealers are
satisfied their "green" income per time period has been
maximized, they will accept cigarettes at a negotiated rate
in an attempt to maximize profits. The rate negotiated is
a function of the risk involved in dealing with cigarettes,
which varies with factors such as the amount of cigarettes
a dealer has "in stock" and the demand on the part of the
purchasers for a particular contraband good and service.
Different denominations of "green" will not exchange
dollar for dollar at higher dollar levels. Bills of large
denomination such as $50 and $100 are easier to conceal and
smuggle in and out of the institution than $50 or $100 in
single bills. A seller would prefer to glance quickly at a
$20 bill than count a number of smaller bills. Residents
will, as time increases, negotiate a trade for larger bills
at a loss if they are preparing to smuggle "green" out of

SPSM through the mail or a visitor.
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In spite of the variation in exchange rates, this study

did not reveal that residents or groups of residents made
money by acting as "money changers". Residents interviewed
suggested that while "dealing" and making money from other
residents was an accepted form of resident behavior; resi-
dents involved in purely money changing for their method of
dealing would be held in contempt by other residents. A
money changer would have to fund an organization that could
assure itself safety and survival. The cost, therefore, of
operating a money changing organization is probably higher

than potential income.

Contraband Goods and Services Available

This section lists the various contraband goods and
services available in SPSM. Prices are also listed when
specific units of goods are noted. Some items and most
services do not show a specific price as those items and
services vary in terms of quality and quantity and prices
vary and are often negotiated. The availability of the con-
traband goods and services as perceived by SPSM staff and
residents is included in this section. For example, the
amount of marijuana availability, or "how much is circulat-
ing" is perceived at two levels. The primary view was
judged against a zero base. That is, for example, the

prison rules allowed no drugs, yet a great number of inmates



were using drugs. The second level is related to demand in
that the supply of a contraband was sufficient to satisfy
demand--the commodity is easy to purchase. Likert scales,
as shown in the example below, were used to obtain the
impression of the respondents on the availability of contra-
band goods and services. Mean and average deviation were

used in calculating response. For example:

How much is circulating?

Small Large Very Large
None Amount Amount Amount
Spud __ "
Juice 1 2 3 o

Tables 9, 10, and 11, on the following pages, list the
contraband goods and services that can be purchased in SPSM,
their prices, when appropriate, and the availability of
those goods and services based on the perceptions of the
members of the SPSM community. Table 9 lists the contraband
goods available. The lists are alphabetical. Table 10
lists the contraband service of purchasing institutional
privileges or favors, and Table 11 lists the contraband

services sold to residents by other residents.
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Market Analysis

In this section, the contraband goods and services
already described have been summarized into nine general
market categories:

1. Drugs

2. Alcoholic beverages

3. Gambling

4. Contraband appliances

5. Clothing

6. Buying of institution privileges

7. Weapons

8. Contraband food and canteen services

9. Prostitution

The above nine categories of contraband goods and
services appear to be very common and abundant in SPSM and
create a great d<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>