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-, - PREFACE o e

‘This report presents -the results of an analysis of the Federal ‘
Bonding Program from the first Bonding Assistance Demonstration Projects
‘to the present nationwide Manpower Administration effort. The analysis
.was conducted by Contract Research Corporation from August, 1974, through
September, 1975, under Contract Number 20-25-75-01 with the Office of
Manpower Research and Development, Manpower Administration, U. S. Depart-

ment of Labor. - ) _ .

: The results of our analysis are,preseﬁted in a two volume final ~
‘report. Volume I contains the Program History focusing upon the program

.origins dnd_its subsequent - administrative evolution. Volume II contains
the Program Analysis, a compilation and analysis of data concerning the
utilization of the bonding progrémmana its results. The program analysis
contains ‘the findipgs of this study relative to utilization and results,
the conclusions based upon thesé findings, and-a set of recommendations.

A summary containing the highlights of the Program History and Program

. Analysis is presented in a séparate volume. ‘ .

Among the Contract Researc Corporation staff, major contributions
to this study were made by the following individuals. Susan Carnduff
assisted in the conduct of the historical analysis and had primary respon-
sibility for the program analysis and preparation of Volume 11 of this
report. Carole Miller participated in the conduct of the historical and
program analyses and prepared drafts of several sections of Volume I
Diane Savitzky conducted much of the analysis of program data and drafted
several sections of Volume II. Additional data tabulation and analysis
activities were carried out by Josie Bauer and Giles Carter. Dr. Herbert
Weisberg provided statistical consultation to project staff throughout
the study. Hal Shear provided invaluable advice at key points in the
conduct of the study and technical review of its major reports.

Whatever strengths can be found in this report are, in large part,
- attributable to the overall support and direction of the project team
provided by Joanna Kennedy, Corporate Officer in Charge of the project.

The Contract Research Corporation staff are indebted to a great
number of people for their cooperation in all aspects of this study.
Current and former Department of Labor and insurance industry officials
consented to be interviewed, offered suggestions, shared opinions and
files, and reviewed earlier drafts of this report. While it is difficult
_ to single out any one individual, it must be said that it is impossible to
think of anything our Project Officer, William R. Throckmorton, could
have dohe to facilitate the study that he did not do. His enthusiastic
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support of the project has set a standard which it is unlikely tpat
many others can match. <

A spec1a1 word of appreciation is due to the current and former :
bonding program participants and their employers who took the time and
trouble to complete our follow-up survey instruments and provided us
with critical data that was nowhere else available. It is our hope
that the results of our anglysis will make it possible for the Depart -~
“ment of Labor to improve its delivery of manpower services to future.
ex-offender JOb scekers, and to their employers. o

-

'Law?enée Bailis
Project Director
September, 1975
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'~1.0 Iwaonucnon AND ovmwnsw L '

1.1 General Backgrou;d

Fldellty bondlng 1s a form oﬁxlnsurance utilized to 1ndemn1fy employerq
for Ioss of money or cher property sustained through»dlshonest acts of covered
. employees. These acts include larceny, theft, forgery, and embezzlement. Loss .
¢' caused by om;.ssx~ or err;% not(anOIV1ng'dlshonesty is not covered.

In recent years, fidelity bohding}coverage has generally been purchased by

~ employers in the fo 'df'blanéét bonds, a Eingle policy which covers all officers
: S . i , ' . ¥
and employees of the establishment collectively. Other, less used,kinds of bond-

¥

ing include individual bonds (which, as is suggested by the name,.cover only one,

individua;zfor a specified amount of loss), name schedule bonds (which list indi-

vidual employees,and amounts of their coverage), and position schedule bondé_

¥

’(whieh covervall‘eﬁployees in a given position, e.g., cashier, for a stated amount
- without listing their names).
The blanket bonds have constituted the largest portion of the market because

.of their greater administrative simplicity; under blanket bends,” there is no need

to update the policy whenever peernnel actions are taken or new job categories

created.

(

Fldellty bonding is generally consxdered good financial, maﬁggabent practice,

"

and 1s now utilized by a»dihnlflcant proportlon of employers. However, fidelity

bonding has stood as a major barrier to the employment of those with police records

and ex-offenders because the standard fidelity bonding policies have included the

following clause:’: ~

\
The.EDvér:geeof this Bond shall not apply to any
Employee from and after the time that the Insured or any
partner officer thereof not in collusion with such Employee
shall have the knowledge or information that such Employee
has committed anyfraudulent or dishonest act in the service
of the Insured or otherwise, whether such -act be committed
before or after the date of employment by the InSured
(Bmpha51s added.) _ . a




Q Y%
Fidelity bonding. underwriters have included this clause because, .according to
standard fidelity bonding practice, bonds should not be 1ssued gt_all whenever
there is any reasonable 11kelihood that an ind1V1dual might default. In other
words, unlike life insurance underwriters, who peg premiums according to thc
degree of risk, fidellty bond underwriters generally.seek to avoid risk.altogether.
In the eyes of these underwriters,vprevious connission of a dishonest or fraudu-
lent act is an indieator of a likelihood to do so again.in the future.*

The federal bonding program emerged from a series of experimental and demon-
stration (B G D) efforts by the Department of Labor to determine whether ex-offen- -
ders and other potential employees excluded by the "fraudulent or dishonest! clanse
in the bonds were truly such a rlsk as to be justifiably prohibited from worklng at
certain jobs for the rest of their lives, Simply because of a preV1ous "reeora "

“These E & D bonding efforts were planned by the Department of Labor in carly
lQoa, in response to Feedback from manpower program operators which indicated that
the exclusionary eligibility clause was preventing certain training program gradu-.
ates from.obtaining jobs for whiéh they were otherwise qualified. Specific legis-”
lative authorization to attack this problem was obtained in the 1965 amendments to
. the Manpower.berelopment and Training Act (MDTA). ‘InFlQoo,AE § D projects wero
implemented at public Employment Service offices in four cities and at six addi=”
tional sites in order to (a) explore the feasibility and usefulness of a program to
.overcome the effeetsdof these exclusionary practices on ex-offenders and (b) to
determine the viability and utility of at'leaSt one way of doing this: by pro-

viding fidelity bonding to some of the groups affected by these exclusionary

practices. , : .

* ' \
As is discussed later in this paper, many:insurers claim that they waive

this restrictive clause whenever employers give them good evidence of the
trustworthiness of a potential employee., This claim has been disputed by some
employers., :




It was hoped that if fidelity bonding coverage could be provided for such
pfesumed "high'risk",job applicants, the record of the E § D projects would
establish (actuarial) bases for determining the coets ef providingrspeeial
coyerage and demonstrate that these applicants were no less trustworthy than
“the average emponee.r If this hope were realized, it was further antiedpated
that insurance companies miéht be persuaded to modify'or eliminate the restrictive
bonding eligibility practiees that had caysed Department of Labor officials to

- . o ,
be concerned. . _ . ”

Department of Labor officials respomsible for those E & D, projects gradually
reached the conciusion that the availability o% bonding was indeed helping signi-
ficant numbers offemployees'to get jobs for which'they were. otherwise ineligible.

‘ Accord1ng1y, the demqnstratlon projects were expanded to additional 51tes, to the
poxnt where bonding services were ava11abie in more than f1fty c1t1es in twenty~
nine states. In 1970, a decision was reached to transfer the expanded E G D bond—
ing effort to an operational national program, making it ava11ab1e through each of‘
.the more than 2,206 Emnloyment Service Local Offices in the United States. The
changeover took place in 1971, and bonding has continued as a national program
to the present time. | o

‘Prior to expansion to a'nationwide program, the E i D bonding projects were
known collectively as the Trainee Placement Assistance bemonstration Projects.
Since that time, they have been known as the Federal Bonding Program. The purpose
“of this naper is to pfovide a history of the origins and evolatien of

.

Tra1nee Placement Assistance Demonstratlon Projects and the ensuing

Federal Bonding Program. For conven1ence, the phrase "Trainee Placement Assistance -

Demonstration Projects and the ensuing Federal Bond1ng Program'" is here-
- after abb??viated to read 'the bonding program."” |,
* The bonding program is just one of many operational manpower programs and

techniques which were first conceived and implemented as experimental and

-3
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‘ demqhstrutlon (B & D) projécts. The Cor

entrated Employmenf Program (CEP),

. the Job Opportdhitics in the Busineg$ Sector (JOBS); the Section fSl inmate

training projects, the New Careers Program, the Human Resources bevelopment )
(HRD) concept, and the idea of MDTA Skills Centers can all be traced to explurua

tory efforts sponsored by E & D. ‘ ' - R .

.Bqt the bonding program appears,té be somewhat uniﬁue in the degree to
which it has been adoptedzby St;te and local operating agencies witth£
any further categorical authorization or iﬁfpsion of fﬁnds from the Départ-
ment of Labor. ‘ B A ‘
For this reason, it is instructive to review the administrative history
qf the bonding program in'ordervtq isplate some of those elements which mayghave' _
‘contributed to this record. The manner in which this OffOrt‘haS been plahnqg

and conducted is discussed below. . ,

1.2 Research Objectives

.

) ! * - -
~As indicated in the rescarch design for this study, this history
has four purposes:

e To provide an accurate record oflthe evolution of the bonding program
from the passage of the initial authorization in the Manpower Develop-
ment and Training Act of 1962, as amended in 1965, through the passage
of the Comprehensive Imployment and Training Act (CETA) in December,
1973, focusing upon key events in that evolution.

e To provide insights into the interests and expectations of key
Department of Labor staff members, “ '

e To provide-an accurate record of the insurance industry's attitudes
and policies towards bonding those with criminal records and thosc who
N are bad credit risks,

-~

e - To provide an insurance industry perspective of Department of Lubor
activities under the bonding program.

. .
Research Design for Analysis of the Federal Bonding Program, pages . and 5.

4 -
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1.3 Research Methodolog£7 - '

1.3.1 Data Sources and Data Collection

The history and analysis presented in this paper are. based on the collc ‘tion

~

and analysis’ of two kinds of information:

® Program documentation -,- the written records of the program, including
the contracts between the Department and the selected underwriters who
have delivered bond1ng services under the program; intra-Departmental
memoranda concerning bonding activities; and correspondence between
Departmental officials and other interested part1es.

e . Recollections of key pgrt1c1pants in the c0nceptlon, ‘development and

implementation of the bonding.program, 1nc1ud1ng current and former .

Departm;?t of Labor officials amd exocutlves in the fidelity bonding
industr

Data collectlon was - accompllfhed through interviews W1th key participants in the
evolution of the program andithrough review of historical files. Interviews
were completed with more than twenty Department of Labor and insurance industry
officials; most of them also provided access "to their files to supplement the
interview.data. | K T

s

1.3.2 Data Analysis

The data collected for this paper were analyzed with two.ends in mind.
. .
The first of these was to provide a succinct- historical narrative, a chronolog- .

ical listing of the major events in the history and evolution of the program. L

This narratlve is presented in Section 2.

-

The second of .these was to review all available informatlon in order to

~ obtain explanations of how and why the program evolved as it.did. Explanation of the
origins of the program.is’presented'in_Section 3; Section 4 reviews the design

phase in the history of the program; and Section 5 describes the

-
3

. - L .
implementation of the bonding program. -An analysis of several major factors.

which seem to have affected the program at all phases of its evolution is pre~
e

sented in Section 6.




It is‘inevitable that explanatory analyses involvb the use of judgement.
Whenever possible, the data or other'evidence used to provide explanntion is
{’bfeaentcd either in the text or in footnotes. The sources of quotat10n° are
not 1dent1fled, at the request of some of our interviewces. Similarly, the
senders and rece:vers of memoranda are 1dent1fled only by the organizations in
which they werq work;ng at the time.

1.4 Agency Nomenclaturc :*

Straightforward“k}storieal desceription of Departmental manpqwef programs 1s
ngpercdvhy the frequehﬁ\;eqfhaniza%ions and multiple'program activities of
the Manpower'Administratioirwyich took place in thc‘mid andllate 1960°'s.
Regardless of the changing names of some of the offices involved, however, the
plannihg and impleméntation of the bdnding program‘appeérs to ha?é been a
coeperatxvc effort between the agency within the Manpower Adm1nx€trat1on with
rcsp0n51b111ty for experimental and demonstration (Lab) activieiel, and the

_organization with responsibility for administering the public Employment Service

at the National Office level.

Puring the period when the hondfné program was first being considcred and

i
designed, the E&D responsibility was assigned to an &rganization known as the

£

- Office of Manpower, Automation and Training (OMAT). By the time the program

was implemented, the EGD responsibilities had been assigned to the Office of

Special Manpower Programs within the Office of Manpower Poliey Evaluation and

Rescarch (OMPER). Coineident with the further evolution of the. prupram, the
E&D agcncy hecame known as the foxgc of Resecarch and Development (ORD) w1thxn
the Office of Policy Evaluatlen and Rescarch (OPER).

OMAT, OMPER, and OPER are basically the same office with different names.

The Office of Special Manpower Programs was establigéfd to conduct E&D programs,




i s

and was later merged w1th the Offlce of Research to form ORD But'despite

.‘- P

these name changes, E&D respons1b111t1es-rema1ned in the ‘same un1t in the same

overall office.“ ‘ qz . l:d

¥ b d“.’. X Y ' LR - ) ‘
N '{ Thé same pattern Mas/é;esent w1th«respect to the Employment Serv1ce o :

f

.;* ~, The repon51b111ty for coord1nat1on of the bond1ng program w1th State Employment

Servmce,Local 0ff1ces was 1n1t1a11y a551gned to the Manpower Adm1n1strat1on's

'}_ Bureau of Employment Securlty (BES) Subsequent Departmental reorganlzat1ons 4f3

led to a separat;ng out and regroup1ng of the Nat1onal Offlee agenC1es w1th
H . "\( )

responsxblllty for the pubilc Employment SerV1ce, the Unemployment Ensurance »

Serv1ce, and the varlous Departmqhtally funded employment and tralnlng programs

3

, As a result of these reorganlzatlons, respon51b111ty for coordlnatlon w1th ES -

:4\; ~ -

Local Offlces _was. then held by organlzatlons known as the Un1ted States Tralnlng

and Employment Serv1ce (USTES) and the Un1ted Stéteg-Employment Serv1ce (USES)

As 1n the E&D case, the Employment Serv1ce respon51b111t1es for the

- bonding program stayed w1th the same staff un1t even“though the parent organl—

) \

-

dlrect effect on the evolutlon of the bondlng program,/the organ1zat1ona1 ;,_f

H

des1gnatlons OPER ‘and USES are used throughout thls paper,,even when’ the names

of. the1r predecessor agencies were d1fferent.~';“bm,e-°f -

*H

-




2. o HISTORICAL 'SUMMARY

_ 2 1 The Or@g;ns of the Bondrwg Program a .dj':i - -;:_ ;_-ss

' pro;ect ‘{ : - '.'} U "ﬁ'. o L .

of the new leglslatlon, entltled "Tra1nee Placemunt Asslstance Demonstratlon,

)

The hlstory and evolutlon of the bond1ng program can be d1v1ded into’

three phases the program or1g1ns, the deslgn phase, and fhe 1mp1ementat10n
-
phase The key events in -each of these phases are summarlzed.ln thlS sectlon

of the paper These events are descrlbed in greater detall in Sectlons 3 4

B and S«respectlvely An overview of theSe events and thelr 1nterre1at10nsh1p

’

' w1th other developments in Department of Labor manpower p011cy is presented 1n

Ca L

Exh1b1t 2 1 on pages 15 and 16

RN

' Department of Labor manpower planners began serlous cons1derat10n of a

[l

"federally funded.program to prov1de f1de11ty bondlng for ex—offenders 1n ear1y
- 1965.‘ In1t1a1 1nqu1r1es 1nto the need for such a program were made by the OPER
"DIVlSlon'of“Manpower Prooram Plannlng (DMPP), the-results were con51dered

SuffICIGHt to Justlfy moving ahead with. an exper1menta1 and demonstratlon (E&D)

+

A1though the Department already had ‘broad enough authorlty to proceed

“

P

::w1th such progect the Secretary of Labor made a p01nt of d1rect1ng Congre551ona1 .

@

’attentlon to the bond1ng problem.and sought a SpeCIflc leglslatlve authorlzatlon

-’ -

to glve it prom1nence.:‘Accordlngly, the Departmental draft of the 1965

ﬂ amendments to the Manpower Development and Tralnlng Act (MDTA) of 1962, 1nc1uded

a sectlon whlch d1rected a "Tralnee Bondlng Demonstratlon Project! to.be o :-_

1 RS

_conducted Thls*draft was subm1tted in February, 1965 and was reoelved

-
o

favorably by both the House and ‘Senate . commlttees\ d)g oo S o

-

| The draft amendments were enaﬁ%ed 1nto law in: Apr11 1965 Sectlon 105 - -

a L . . R




Projects" directed-the Secretary of.Labor to R S

‘ develop and carry out. exper1mental and demonstratlon projects .-

a to -assist in the placement of persons...who after appropriate cotinsel-
ing have been found by the Secretary to be quallfled and suitable for
the employment in question, but to. whom employment is or may be
denied for reasons other than ability to perform, including d1ff1culty
“in securing-bonds for indemnifying their employers aga1nst loss from'
the 1nf1de11ty, dlshonesty, or default of such persons. ' -

: 2.2 The Desggn Phase __, .

s

Wlth the passage of the 1965 amendments, the respon51b111ty for de51gn1ng

a bond1ng program to 1mplement Sectlon lOS was a551gned to the OPER D1v151on

of Manpower Program Plannlng A DMPP staff paper 1ssued in September, 1965

'made the follow1ng ba51c recommendatfbn.. "that the Manpower-Admlnlstratlon DR ﬂ;;],ﬁf,

' .
i

enter into a contract wath a bondlng company whlch operates nat10nw1de-to prov1de

'un1form coverage to all the 1nd1v1duals who are_to rece1ve placement assxstance Cg

LI ”o‘-

- - L.

under_the program " Other recommendatlons 1ncluded the follow1ng
o The master bond would covér those “individuals selected by the State
~~ Employment Seturity“Agency, pursuant to Manpower Administration policies
- and instructions w1thout...screen1ng of individuals or. employers by
- the bond1ng agency;

- s

LR

e Admlnlstratlon-of Sect1on 105 (should) be" delegated to OPER“(and
.. . . that OPER should)...,de51gn the ‘overall. pilot bonding program and ... -
T ,develop and 1ssue, in «consultation: with approprlate bureaus, 1nstrucd’
tlons for part1c1pat1ng in the act1v1ty ,

.
LURE -~

o . State employment security: loca1 off1ces wﬁlch have suitable unemployed -

42 ! applicants...(should) submit- through. regular administrative channels
o ' requests; for an allocatron of .an approprlate number of bondee slots.
' EED contractors or other agencies (should) request allocatlon of bondee
. slots d1rectly from OPER. . - ~ : (”\ R

A < Y
. . -

FoIlow1ng the acceptance of thls ba51c program de51gn, ‘the DMPP staff I
, i o
B collaborated w1th the Un1ted States Employment Serv1ce (USES)‘and 0ff1ce of the

A§51stant Secretary of Labor for Admlnlstratlon GOASA) staff 1n.the development

“-n o
-
t‘ S 'l? I

of %peclflc program guldellnes and the procurement 1nstrument respectlvely."

- . b a : S o . .

v, . o . PR
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'dThese documents-~Manpower Admlnlstratlon Order (MAO) 2- 66 spec1fy1ng the

' -1nvolved ‘an offer by the Unlted Bondg‘ Insyrance Company of Ind1ana (and its
" agent, the Washlngton—based McLaughlln Company) to supply un1ts of bond1ng o

vcoverage of $500 per month at a rate of $5 per unit.#*-
"ﬂ'was transformed 1nto a negot1ated procurement Negot1at10ns between the.-

» Department and Unlted Bondlng resulted 1n a 1ower1ng of the pr0p05ed premlum

)to $1 75, and a contract between the two was’ slgned shortly tbereafter

~of a program report1ng system, and tra1n1ng of local service deliverers (”Sponsors”)

New York Clty, Ch1cago, Los Angeles, and Washlngtpn, D. C 5 and in six E&D progects-?-

- four‘1n these c1t1es and two in correct10na1 anstltutlons ** “,;-n .

- in adm1n15ter1ng the program. -

".Economic Youth Opportunities AQEncy in Los Angeles, the United Planning Organization

‘Center at Elmore, Alabama.

1

o guldellnes, and Inv1tat10n for- BldS (IFB) 66-17, spec1fy1ng the contractual .

R

| ”terms—-were 1ssued in February, 1966. - - ) | ,-'V .

e A 51ng1e response to the procurement was: recelved 1n March ThlS bld i‘_ e

The 51ng1e b1d by Un1ted Bond1ng was con51dered excesslve, and so the IFB

}

- . o
-

+ - =

2 3 The Implementatlon Phase "‘. ' ot k,_;:: 4 L .

"2.3.1 Bonding as an ESD Pro;Lect T

- -

FOIIOW1ng the 51gn1ng 6f the. contract W1th Un1ted Bondlng, QPER and USES

A 3

.~

staff collaborated in the selectlon of 1n1t1a1 sites for the program, development

R P

1n the1r » prograrni respon51b111t1es S -

: By June, 1966 the program was operat10na1 1n ES off1ces in
+ ..

o
-~ < . R -

-

Y
.

*A bonding unit was- defined as-$500 of coverage for-a period of one month.
. In other words, $1000.coverage for one year would have been the equivalent of
24 units of coverage. As is discussed im Sectionm 4, calculation- of bording premiums
on the basis of units used prov1ded the Department w1th con51derab1e flex1b111ty N

-

e

. **The six proJects were" the Moblllzatlon for Youth prOJect in New York Clty,
the Job Opportunltlés through Better Skllls.{JOBS) project in Chicago, the

in Washington,~Project Challenge at Lorton,V1rg1n1a, and the Draper Correctional-

. “
- a
i . &

e 10

." ) - l - . 4‘”-_.”‘ 1’7' -¥ . ! e
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Requests from other c1t1es for part1c1pat1on in the program were recelved

by OPER staff w1th1n months of 1ts 1n1t1a1 1mplementat1on a Bonding was

a

V made-avallable in Kansas Clty in October, 1966, and in San Francisco in November
L4

.‘ of that' year, but not in’ other c1t1es wh1ch had also expresSed interest.

In February, 1967,. dec151ons were: made to expand the program to the desxgﬂ B

’ nated target c1t1es of ‘the Pres1dent's Commlttee on Manpower (PCOM)—-the future

o’

CE? I s1tes——and to cover all-ES offlces in the states: of New Yorkw Ill1no;s, S

b € . ¢

Callforn1a and Mlssourl., . R N S )

, In add1t1on, a commltment was made to expand the program by prQV1d1ng bond1ng

to part1c1pants in the so- called "Sectlon 251" 1nmate tra1n1ng pro;ects wh1ch were

— _ 4 - A

‘ be1ng planned and 1mplemented in 1967 and- 1968 *. ThlS expans1on, wh1ch took place

1n September, 1969, and the add1tlon of a few other cities which had been ineluded

pr1or to- that date, led to a set of Trajinee Placement Ass1stance Demonstrat1on

R . -

ProJects which covered all parts of the country By the close of'1969 there v

4 l

-were'bondlng proJects in Sl thles in 29 states, 6 of wh1ch_werefstateW1de, and-

-« Te 0™

1n 'the District of Columbla . ° , o . A

-
L4 - a

Durlng the f1ve-year perlod in wh1ch the bonding program was an EED project, ”
'a number of 51gn1f1cant mod1f1cat10ns in program de51gn occurred., In 1969
for example,“the Un1ted Bondlng Insurance Gompany agreed to a 60% reduct1on in”’
; thegbond1ng premlums, from $1;75 per_bondlng unit to 70 cents per unit. in. 1970

United'agreed to an'OPEk request to accept responsibility for covering bonding

~
- P, SO

*The 1966 amendments to the Manpower Development and Training Act included

“a Section 251 which authorized ‘the Secretary of Labor to 'develop and carry out
experimental and demonstration programs of training and €ducation for persons: in

. correctional institutions who are in need thereof to obtain employment upon, - .
release.”" The ensx;ng 'inmate training prOJects were therefore-known as.Section .

251 pro;ects. For\a fuller history and evaluation of these proJects see An ) .
Evaluat;on of MDTA ra1n1ng Correct1ona1 Inst1tutlons, Abt Assoc1ates, 1971. <.
. ’ Ed -

) . . . N . .




program part1c1pants after e1ghteen months in the program-1f the employers of .-
these bondees could make no alternatlve arrangements and if they were spec1f1caily
"asked %o do S0 by the bonding Sponsor. : e ‘: o v:l‘ » T
In addition, the Department rece1ved a number of'reports from 1nd1v1dua1 ,._h .

bond1ng proJects and thé McLaughlln Company which gave 1mportant 1nd1catlons of

_-bond1ng programrusefulness. A“report‘coverlng several months in one State.

- -

indicated that for eich person bonded under the program, there weré“eight'
others whom the State Employment Service had placed without having tq write
a bond merely. because the prospect1ve employer was told that the. Job app11cant

'could be bonded 1f the employer rea11y thought it necessary A number of Sponsors

. prev usly rrgld exclusionary p011c1es. -

\ L8

Deparg::nt of Labor admlnlstrators found it to be particularly significant

‘that the number of bondees for whom c1a1ms were pa1d as a percentage of the

total number bf’bondees--the "dqfault rate”, was ngver above two percent This

- .

was a posxtlve feature con51der1ng the fact that the program was serv:ng ' .

} - r

the presumably "high-fisk” rejects from standard fidelity 1nsurance,coverage.
- 1& ° : . - \@)
2.3.2 Bond1ng asna Natlonal Pr;gram '

-

©

R 0 Q : ) . -
It was the 1ntentaon of the bond1ng program des1gners to develop an. e
exper1menta1 and demonstratlon program which wou1d test the feasibility )

) * g &I\?% ’ ’ -
of one approach to providing gﬁdelity bonding to individuals who could .not.

¥
-

, Zordinarily get such coverage, due to exclusionary insurance policies. -

general E&D projects were con51dered to be of 11m1ted duration; either

-~ . . a~
(4 “'t <

they would prove the1r usefuiness and become 1ncorporated in ongo1ng manpower

programmlng or they would be term1nated to make way forfadd1t1ona1 E§D efforts.

rd

W1th the passage of t1me, a conviction grew within the Department of Labor .

1z 19‘




»

.;'that the bondlng program was 1ndeed demonstratlng that some employers would
h1re persons w1th a pol1ce or cr1m1na1 record when they found out that the
Department of Laﬁor would prov1de the bond1ng coverage, and that this ',._ =

fcoverage eould be provxded without excessxve cost or adm1nlstrat1ve burden
As a’ result of these and related conslderatlons the declslon to 'go
natlonal" w1th the program was made in the summer of 1970 The “decision -

h was announced in Un1ted States Tra1n1ng and Employment Servxce Program
Letter CTESPL) 2624, dated Januafy, 1971, | R )

As descr1bed in TESPL 2624, the tran51tlon to a natlonal program had .

-llttle 1mpact on-the way the program was carr1ed out,- Although the National

‘Offlce admlnlstratlve respon51b111ty was transferred from OPER to the’ USES

Division of Placement, the respon51b111t1es of State and Local Employment

Service Officeys. rema1ned v1rtually 1dent1ca1 to those of Jurlsdlctlons
LY

w1th Statew1de sponsorsh1p in the past.

-,

In. view of the . fact that bondlng was no longer an E & D proJect the

'

term Tralnee Placement Assastance Demonstratlon Rrojects was abandoned.

1 RN

Instead the program became known as the Federal Bond1ng Program

In'1971 the Un1ted ‘Bonding Insurance Company lost its certlflcatlon

4

to do bu51ness w1th the Federal Government and 1ts contractual obllgatlons

b

| were. assumed by the Ind;ana Bondlng and Surety Company No mod1f1cat10n ' "“lk“

in program structufe or operataons resulted from this change.

~

~

In 1972; the Department dec1ded to assess the acceptance of the bonding . .

@

- -

h progfam by the 1nsurance 1ndustry, and again opened the ‘program to compet1:

t1ve b1dd1ng through a second procurement RFP L/A 72 73 was 1ssued'1nA

Apr11, 1972.

-

-

Once again, there was only a single bidder. The bidder in this case -

-

was “the Summit Insurance Company of New York, with the McLaughlln Company

..serving-as thelr_agent. The new contract was executed on June 30 r972

. - . - - . : . e




.It was virtually identical to the first one, except for the inclusion of a |,
. more specific work statement, increased reporting'réquirements; and an

- >

: _ " , : . ‘
increase in the premium from 70¢ to 85¢ per bonding unit. The increase was
¢ based on some Statistigs presented in the reply to the RFP which shéwed an

'1ncrease in pa1d wages for 1971 - . B _ A ' f; ',f"* -
< Bondlng a551stance is recognlzed as -a type of manpnwer serV1ce which
Prime Sponsors are authorlzed to prOV1de under the Comprehen51ve Fmploy—
; ment and Training Act of 1973 (CETA); however, the de51gn and administration
v,°f the program have :emalned unchanged by this legislation since bond1ng
cnnerage for ex-offéndérs hasrbeen seen as unobtainable-at:the Prime,Sponsofv'

a.

rlévél. Departmental staff are st1ll con51der1ng the 1mp11cat10ns of the

» .

shift from categorlcal programm1ng to manpower revenue sharing for the future -

# . .

‘administration of the bonding program.




” F.xh:.blt 2-1

Historical Overview: ' s ) K )

Evolution 6f the;Bondlng.Program . o B "

Other'Depaxtment of Labor
Manpower Activities v

U~

Bonding Historical Events

1962 , T ,‘ Passage of MDTA
- 1963-64 . : o ' Implementatlon of, MOTA pro- _=
‘ jects; feedback oﬁ placements. .
In1t1a1 inmate training prOJect:.
' : ,‘ E — ¥77 _ "" ; 7—77 — 77;‘77 777/
1965 Initial consideration_ Of L Secretary s Task Forc\\Report
bonding initiatives by ’ calls for reorientation of ES.
Repartmental officials. | - OPER Staff Paper recommends major
Passage of Section 105.of . expansion of inmate training.
MDTA’, * HRD concept introduced in
QPER Planning Paper on speech by Secretary.
bonding. S . - E <///;
1966 - Inltlal procurement, one Beglnnln of effort to J_mple..
: response, by United Bonding ment HRD toncept in ES offices.
Insurance Company. " Passage 0f 1966 amendments to
Initial 1mp1ementat10n of w'| -~ - MOTA, including Section 251
bonding in 4 ES offices and |- authorization of E&D inmate ;
six E§D projects. K ‘training.
Expansion to two more '
cities. L , . : B
. | ‘ o S
1967 © Expansion ,to CEP I cities. Impfementation of CEP in
Expansion to statewide 20 urban and two rural
, operation in four States. sites begins. ;
1968 Limited expansion of pro- Implementation of Section 251
gram continues. Inmate Training Projects
Completion of paper provi- begins. - *
ding an analysis of first , , : e
year's experience with ’ .
the program.




Exhibit 2-1 (cont:).

— | | | ‘
| *  Bonding Historical Events : ' Other Department of Labor
. T B o S - Manpower Activities "
1969 ‘Lowering of premiums - from . Presidential submission of man-
. - '$1N[5 to 70¢ per bonding unit, ~ power reform legislation as part
» . Expansion to all “2s51" Inmate of "New American Revolution.'
- training projects. . Evaluation reports on HRD show
. Consideration of expansion to limited progress in ES reorien-
CEP TI and NAB-JOBS cities. . = | tationm. ' '

Expansion of CEP's to 76 sites.
. Implementation of NAB-JOBS
projects begin.

= * -

‘\//
1970 = ES commitment of $100,000 of - Congressional passage and Pres-
' MDTA Title II funds to Bonding. | idential veto of Employment
Decision ta expand program to - and Manpower Act of 1970, inclu-
- 'nationwide status. : o ding provisions for b0nd1ng
' (Bonding was nbt a factor in the
veto.) - \
1971 'mﬁﬂﬁ&iﬁgwﬁééomes a national ‘ o
‘ progranm. . ' . o
b . : R . R *
1972 Second bonding procurement; i

one proposal submitted, by
Summit Insurance Cbmpany of -

~ New York.
1973 - o ‘ Enactment of Comprehensive
’ ' Employment and Training Act .
of 1973 (CETA).
. ’ : /
1974  -Contract for Systematic . /S
_ Analysis of Bonding Program ¥
\ awarded to Contract Research :
Corporatioii.
11975 ) Bonding contract with McLaugh- . - . S
lin/Summit scheduled to expire _
at close of Fiscal Year 1975. * L .

* Contract has been extended through Fiscal Year 1976 with a fourth insurance underwriter,

16 ' :
\ ) 23 . o . ' - - ;




:3.0 PROGRAM>0RiGINS ANDVLEGISLATIVE AUTHORITY

:J’ .

The or1g1ns and - subsequent evolut1on of the federal bondxng program

- were profoundly affected by a maJor reor1entat10n of domest1c soc1al pollcy '

wh1ch occurred in \ the middle 1960s. During this time, the Johnson Administra-

~ tion deelared war on poverty and the Congress enacted a Wide variety -

of programs de51gned to help the poor to help themselves.

»

Wlthln the Department of Labor, these changes were reflected in a suc-
cessful effort to reorient the_qupower Development and Training Ac DTA)
ané a IESs,succeesful,effOrt to reorient the public Employmentfgervng?
Both ohanges were designed to iﬁcrease the responsiveneSS b% Departmeht ofv'
';Labor funded act1V1ty to the speelal employabzllty problems faeed by ‘the-

econom1ca11y dlsadvantaged One of the 1nportant aspectspof this reorlenta—‘

t1on towards the dlsadVantaged was the initiation of exper1menta1 efforts

to develop‘and~te§t(serV1ce de11very models approprrate for one of the most

-d{sdQVahtagedvsegments of‘the'popuiatioh--those with criminal records, - V-;"
These increaeeo Departmentaf\\?tﬁrities toWards serving the oisedvantaged,

and those with pollce and cr1m1na1 records were partlcularly cr1t1ca1 for

the three events wh1ch took place in ;Lﬁs 1nvolv1ng the orlglns and leglslatlve

‘history of the bondlng program.: These were:

‘e TheeDepartment of Labor deC151on to adopt an E&D 1n1t1at1ve in
the area of f1de11ty bond1ng.»

o The Department of Labor dec151on to seek explicit authorization
for the bonding initiative through the 1965 amendments to the
MDTA. : : :

o The'aqgeptance'by.the Congress of-the bonding initiatives with
relatively little discussion or controversy.

'y

The circumstances surrounding each of these three events are discussed

/

[ PR

~ below.,




f’ 3 1 The Departmental Adop_;on of a Bond1ng In1t1at1ve - ‘,.‘ o

The spec1f1c 1mpetus for the‘adopt1on of the bonding 1n1t1at1ves came

-

: from a serles of reports received by, the United States Employment Servxce

* (USES) andfthe Offlce of Pbllcy Evaluation and Research (OPER) concerning
'dlfflcu1t1es in plac1ng MDTA trainees” and other. JOb appllcants who had police
and criminal records.. But the fact that these reports resulted11n a pro-
posed E&D préJect is largely due to thelr t1m1ng. ‘The reports wereireceived
and consxdered dur1ng a perlod in wh1ch the Department was devoting 1ncreased
attention to the disadvantaged and to the problems of offender rehabilita-
tion.v1 .V h |

- -+ 3.1.1 The Department and the”Disadvantaged

..The-origins of the bonding program can be traced back to - the passage

of the Manpower Development and Tra1n1ng Act in 1962 and the subsequent
modifications of that Act to serve the dlsadvantaged The original focus

of the Act was upon providing retra1n1ng for'technologically displaced workers
with long labor force attachment -- such as textlle workers in New England.

But:it rap1d1y became apparent that it was not only skilled workers who

IS

. were being left behind, but the unskilled, uneducated, and inexperienced job

<

applicants as well. In the words of StanleyARuttenberg:‘

When, as Economic Advisor to the Secretary of Labor, I
_ ' first became involved in mappower programs in 1963, it
' _ * was already’ evident that we were working on the wrong
woodpile...

The problem was at the bottom of the labor barrel, not
at the top '

MDTA did not give us what we needed to cope with the
really serious employment problems facing the nationm,
namely youth unemployment and the exclusion of the

- disadvantaged from effective competition in the labor
‘ market...
' *Ruttenberg, Stanley, Manpower Lhallenges of the 1970s, Johns Hopkxns

‘Press, pp. 12-13, ‘ .




': . In}reEponse to this growiné recognitaon, new”legiélation_was‘introduced
_into the'Congress which changedithe foeus of MBTA and which created new man—"
_power programs d1rected to serving the d1sadvantaged Sone of these were
assigned to the Department of Labor; respons1b111ty for others was given to the
_ Office of Economlc Opportunlty and the Department of Health, qucat1on‘1nd
Welfare. By 1964 and 1965 the need for effective pro%/gd$1ng for the

dlsadvantaged had become clear.’ It was not yet clear at thlS time wh1ch

-

federal agency would be g1ven the prlmary a551gnment -- and hence the fundlng

to play the lead role in the overa11 effort.

‘.

From the Department of Labor ‘point of view, there was a wide var1ety of

vserV1ces which could be prov1ded to the dlsadvantaged in order to help them

-

1mprove'the1r economic condltlon ‘through better prs. Bondxng was Just one

- -

- of them, ‘Within this context, the bonding initiative appeared to have unique '

‘o .

promise in that it included a clear employment payoff, and thus might provide
avconcrete example of the kind of service which the Department was committed
to provide to the dlsadvantaged job- seeker.

3.1.2 The Department and Offender Rehab111tat10n .

A

. The 1nitiat10n of the federal ‘bonding progranm t?ok place in the m1dst of

3

what Dr. Roberta Rovner-P1eczen1k has described as "a quiet revolution" in man-

power policy, the introduction of exnerimental, demqnstrationAand resegiih

projects which were aimed at taﬁbing offenders and ex-offenders as an unused

manpower resource, . ‘ ' .

L 4

Under the 1963 Manpower Administration Order (MAO)14-63, prisoners were

not considered to beveligible for MDTA"manpowQT serviceﬁz e

Since a person confined in a penal 1nst1tut1on is neither able

to work nor available for full-time employment, he should properly

be dlsqualifled as a potential tralnee.» \

3 ’ g

* Inmate Tra1n1ng_Progﬁ§ms. Review and Analysis of its Legislation and Administration,
Abt Assoclates, 1969.- e .ot

. et s A8 WA
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‘However this restrictlon was later loosened andﬂre 1nterpreted By ‘the tlme
the f1rst bond1ng 1n1ta {aves were taken, the Department had already funded three
maJor 1nmate tra1n1ng esearch proJects. the Riker's Island Restoratlon of Youth
.through Training (RYT) project, Project MORE (later known _as Project Challenge) at
the Lortor Youth Center in~Virginia, and ‘the Draper Project at Elmore, Alabama.*

Support for offender rehab111tatlon programs w1th1n tﬂh Department cont1nued :

to grow as the.1n1t1a1 proJects appeared t6 show that the 1nmate tra1n1ng approach .’

was viable. This support was formallzed in a December, 1965 OPER staff p1ann1ng

paper ent1t1ed "A- Proposal to Prov1de Tra1n1ng and Gu1dance Under MDTA to Prison

. H [ ) i} ) :_;
Inmates,''** Lo , e 4 P o Ty

-«

Among other things,ithis ‘paper called for: - '“3i
e Departmental preparation of 1eg151at1ve proposals to autﬁ%%g
a’ comprehensive federal vocational training and guidance preRy:
for prison inmates. o P <
¢ "
° Planning for an E§D pllot program to prov1de inmate tralnlngj"
services to approxlmately 10 000 inmates in 65 or more projects,

-~

e Inclusion of speclal Job,development and placement activities
’ in these E§D projects...

-

ﬂhe‘intra-Departmental focus for these activities was the Office of Policy,
. v o A

Evaluation and Research in which the bonding proposals were being drafted. “While

the bonding initiatives could have been wholly justified on their own, they weré

o undoubtedly strengthened by their parallelism with other OPER offender manpower re-

search and demonsdratiOn projects, especially in terms of OPER's emphasis on "special

4

job development and p{acement activities.ﬂ

;-

/ *A Review of Manpower R&Dan_thucrmngnal._ﬁuld (1963 -1973), Manpower’ Research

Monograph No. 28, 1973.

**This planning paper was issued just three months after the bonding program planning
paper. Its issuance also coincided with the 1965 Employment Service Task Force
Report discussed in Section 4 below and the flrst public dlscussion of the HRD
concept.’

: ' . 20
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'wgf 3 1 3 The Inltlal ImPetus ig,,,ﬁtf*”

-~ e

: It is dlff1cult tojfdentlfy the Department offlelal(s) who f1rst T

. }1;put bond1ng on the E&D agenda i But although the names of the off1c1a1s var% d;ﬂ§mf%?

‘ [from one person's account to another s, the bas1c story remalns the same
, Y

- lﬂff'THe sPeclflthlmPG;us for.the development °f a b°“d1"g program reSUIted from

l.{’a growlng awareness 1n the Unlted States Employment Serv1ce and the 0ff1ce %;ydf;hf

”of Pollcy Bvaluat;_n"and Research of the d1ff1cu1t1es 1nvolved in ,' ‘ R

4—#~4—placement4xﬁbﬂﬂmrtralneeseandvother job appllcants who had- cr1m1nal records

o Thls awareness ‘was strengthened by the foIIOW1ng kinds of data (each of,

L3

wh1ch Was advanced by one or ‘more sources as .the 1mpetus for the program)

o Ind1catlons 1n,reports from MDTA 1nst1tutlonal tra1n1ng pro;ects f P
that it was difficult to place trainees in certain jobs because S
v : . certain emplOyers. requlred fidelity bond1ng for these positions and -
~._‘ . ex—offenders were not cons1dered e11g1b1e for such coverage.

,fo; {{Conversatlons between USES National. Offlce staff and State and
' loeal staff relating.to the d1ff1cu1ty ‘of placing ex—offenders due - -
to the 1mp0551b111ty of securlng f1de11ty bond1ng coverage for them.

e A report of the Riker's Island 1nmate tra1n1ng pro;ect wh1ch
" indicated that large numbers of offenders had been trained as compu-
~ ter operators only to discover that they were pot eligible for JObS
«»  in financial institutions--a major employer of computer operators-—'
E ‘ because these institutions .required. their employees to be bonded
IR and ex- offenders could not be bonded ' :

. e The results of a survey taken in 'the- Cardozo area of’ Washlngton,
- —-—"=" ¢ > which-showed that of-5;100 disadvantaged job applicants in
that area, 85% of the males and 10% of the females had police -
‘ ‘ .~ records. - .One conclusion of the Cardozo study was that it m1ght
“ i be useful to establish a program to grant. bonds to. people with
o . police records so that the problem of exclu51onary insurance o
- company pract1ces would be‘ellmlnated as a barr1er to employment.. :

G1ven the 1ncreaslng prlorlty for serV1ng the dlsadvantaged and the ex-‘
' offender, these data were g1ven con51derab1e attentlon by OPER staff at the

d1v151on ch1ef level. In early 1965, a declslon was made to conduct a short

: study to "look into what can be done about bond1ng

v o . -
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ThlS as51gnment was g1ven to- the OPER D1v151on of Manpower Program-Plannlng

?QQEIEMPP)ﬁ“*The—DMPP'1nvestrgation—was—prlmarlly based‘upon rev1ew of.- exlstln - ;::z;f~v

-3

r'data such as the Cardozo study Although no addltlonal data was collected con—‘

; 'cernlng the extent to wh1ch bond1ng was a barrler to the employment of large :

»' o L4 . 1

number of ex~offenders, a declslon was reached to recommend 1n1t1atlon of an’

-Q,an prOJect to (a) further explore the extent to whlch bond1ng requ1rements

.were a maJor barr1er to the employment of ex~offenders and to (b). test’the .

¥

feasrblllty of at least one. method of overcomlng thlS barr1er

 »

-

B

The . 1n1t1a1 DMPP staff study recommended 1nc1u51on of the proposed E&D bond1ng ~e

¥

proJect in a leglslatlve package then bclng prepared for submlsslon to the Congress

ot © . 3'

The reasons for th1s recommendatlon aqd dlSCUSSlOﬂ of its adopt1on by the Depart—

r

ment are conta1ned 1n Sectlon 3 2 below

. - N
y" . . . ) . : T 4

"ySrZ The Department of Labor Declslon to _Seek Expllclt Authorlzatlon i Bond1ng

in the 1965 MDTA Amendments :

There was no obv1ous need at thls polnt for draftlng an exp11c1t author1zatlon .

- for. bond1ng act1v1t1es as part of proposed leglslatlon. The Department of Labor had

'already conducted numerous exper1mental and demonstratlon (E&D) act1v1t1es w1thout

spec1f1c leglslatlve d1rectlon. o Moreover, the proposed amendments to. the MDTA

'be1ng developed in early 1965 1ncluded a specific authorlzatlon for E&D act1v1t1es't

4

wh1ch was broad enough to have included the proposed bond1ng project. As enacted,.

}'Sectlon 102 (6)-of thevMDTA prov1ded the Secretary of Labor Wlth authority to: ‘

- Establish a program of experlmental developmental dem0nstratlon,
and pilot projects,..for. the purpose of improving technlques and
demonstrating the effectiveness of specialized methods in meetlng
the manpower, employment, and training problems of worker groups.
such as- the. long—term unemployed, disadvantaged youth, displaced
older workers, the handicapped, members of m1nor1ty groups, and

' other slmllar groups... * - .

-

Nevertheless, the declslon was made to draft a proposed new Sectlon 104 of ' l]

the Manpowér DeVelopment and Training Act wh1ch expllcltly authorlzed experlmental

X The full text of Sectlon 102 rsblncluded in Appendix A’to ?hls paper.

'
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' and demonstratlon bondlng act1V1t1es. Accordlng to the Departmental off1C1als

[T, o -

w1th respon51b111ty for 1eg151at1ve development at thls t1me, there were three

L

reasons for seek1ng an overall d1rect10n and an exp11c1t authorlzatlon for bond1ng .

(and for add1t10na1 pro;ects in the f1e1d of labor mob111ty)

. A separate authorlzatlon would dramatlze the commltment of the Depart— ool s T
ment to such activities at a time when Departmental pr10r1+1es were ’

sh1ft1ng‘ - L -

e A separate authorization would prOV1de an opportunlty for exp11c1t'
: Congre551ona1 endOrsement of these new pr10r1t1es.

- & A separate authorlzatlon would prov1de the project- w1th an 1ndependent
© = funding base; in other words, the authorization for funds for these
projects in the legislation would free the projects from having to -

compete with other: Departmental E&D act1V1t1es for 11m1ted resources. -

’

The proposed Sectlon 104 author1z1ng an exper1menta1 and demonstratlon

bond1ng pro;ect was presented to the re1evant commlttees nf the House of Eepre-
sentatives and the Senate by Secretary of Labor W111ard ertz on. February 4

| and February 9, 1965, in his. test1mony on the overall 1eglslat1verpackage. -The v
1anguage of the proposed sectlon was accepted v1rtua11y w1thout change by the’~

Congress.

L3

Leglslatlve Approval of the Bond;ng In1t1at1ves_

, The Congre551ona1 reactlon to the proposed bondlng initiatives was h1gh1y
| pos1t1Ve. Spec1f1c comment relatlve‘to bond1nngccurred only rarely 1n testimony
befOre the House: and Senate Commlttees, reference to bond1ng in e1ther the- commlttee
"reports or Congre551ona1 debate was 51m11arly 11m1ted The proposed Sectlon 104 was
adopted w1th only two m1nor changes in the draft 1anguage prepared by the Department.
The Section was re-numbered from "104" to "105" and the t1t1e changed from "TRAINEE
BONDING DEMONSTRATION PROJECTS" to "TRAINEE PLACEMENT ASSISTANCE DEMONSTRATION

'PROJECTS" (Desplte this apparent broaden1ng of 1ntent there was never any 51gn1—

' f1cant act1V1ty funded under thlS authorlzatlon other than the federal bond1ng program )

) .
e
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: The re1at1ve1y easy acceptance of the bondlng in1t1at1ves by the Congress 3

can be explalned on at least three. grounds. ) o
. The overall popularlty of the MDTA program with the Congress

"The relatlvely minor role which the proposed bondlng -activities
~p1ayed 1n the overall leglslatlve package. ,

Te The exp11c1t 11m1tat10n of the. authorlzed act1v1t1es to a two~year
demonstration program. : R S

h -“”Each of these is discussed below

-Congre551ona1 reactlon to the prOposed.bondlng program and all other accom-
H panylng aspects of the proposed 1965 amendments to the Manpower Development and
Tra1n1ng Act was positive | because ‘of the popularlty of MDTA with Congressmen at all
points in the polltlcal spectrum. Garth Mangum has’ descr1bed the Senate and House

hearings'on the 1965 MDTA amendments as a "love-in;' ~not1ng that "there were no

-~

.  basic criticisms of the’program from‘either witnesses or minority members."* In
response to these feelings, thevmajority of the amendmentsito the MDTA in the mid-
1960's were passed by voice"vote, but when roll calls occurred, the amendments

., usually passed w1th votes such as 392-0 and 361~ 0 ek

VI

Theobulk of the Congress1ona1 attentlon to the proposed 1965 amendments Wwas

‘directed to aspects other than the proposed bond1ng pro;ects - As 1nd1cated above,

-

the pr1mary thrust of the mid- 1960's amendments to the . MDTA 1nvolved reor1entat10n

o

of the ba51c tralnlng act1V1t1es wh1ch expended the bulk of MDTA fnndlng Yo increase

the1r responslveness‘to the needs of the dlsadvantaged'- bhch of the attention paid

3
‘to the 1965 amendments.was . focused upon such aspects as eas1ng the 11m1tat10ns on

- youth part1c1pat1on in tra1n1ng activities and doub11ng the perm1ss1b1e length of

L LA

»tralnlng projects from one year to two.

»

* MDTA: Foundatlon of ManPOWer Pollcy, p. 26.

**Evaluation of the Comprehensive Model for Local Service- Reogganlzatlon (COMO) of
the U.S. Tra1n1ng and Employment Service, Joanna Kennedy, Hal Shear, Lawrence
Bailis, et al Vol. II, p. 526.° .

-




S Thevauthorzzatxon of~demonstrat;on~proaects for bonding- ex-offenders was. QJ}W“T

&

.rly

A .

thus a relatlvely m1nor, relat1vely uncontrover51al, relatlvely 1nexpenslve aspect

.

~of a major red1rect1on in manpower leglslat1on.

+

Desplte tﬁe focus upon bond1ng in’

Hls paper, 1t should be remembered that the bondlng program never held center stage 'c:-

1n Departmental manpower plannlng act1v1t1es or in CongreSS1onal conslderatlon of

tﬁese act1vit1es. U g ' 'vf _ -

The few d1rect references to- bond1ng in Congre551ona1 testlmony and debate

generally focused upon the experlmental nature of the proposed activ1ty. The fol- -

1owing excerpt from the Report. of the Senate Committee on Labor and Public Welfare R

[

on the 1965 amendments is typlcal:p
¢ © " "The Committee recognizes the need for placement and bonding
. assistance to rehabilitated trainees with criminal records. ‘
- However,. the authorization for trainee bonding-and other place- *
~ment assistance is understood by the committee to be strictly .
. - - experimental because such projects have not been tried heretofere. . ..
-~ .- The funds for such projects are 11m1ted to $SOQ,OOO over the. o
~ next two flscal years. A :

The add1tlona1 m1nor1ty v1ews “of one Senator, wh1ch were. attached to‘ this .

report, generally echoed the maJority statement but expressed a feellng that the

~ 7

bonding 1nitiative——along w1th the others conta1ned 1n this Act—-needed to be

¥

evaluated after the two year trial period, The Senator was partlcularly concerned

with the effect1veness of . the bond1ng proJects

The d1scretlon g1ven the Secretary of Labor in the conduct of. the bond1ng

experlments was rather broad, the Congress was aware of thls breadth and. fully

endorsed it, so long as 1t was understood that it was an exper1ment
The bill directs the Secretary to ‘carry out, during a perlod end1ng
- June 30, 1967, special experimental and demonstration projects ‘to
- assist, particularly, the placement of MDTA trainees, with police

records. Limits of $200 000 for flscal 1966 and. $300 000 for fiscal |

2 . .

* Senate Report. No. 123, 89th’ Congress, 1st Se551on, Manpower Act of 1965, March

17__1965'_PT7T_'V'?Eﬁa1ly identical language was used by the chairman of that

committee in explaining the bill to the Senate four days later. See,‘for )
* . example, his descriptlon of bonding in the Congressional Record, 'Senate ‘for

March 16, 1965, p.5064. . - . S

1 : W -
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1967 .are set on uh%”funds that may be appropr1ated for these prOJectsa.

PR U S

The 1anguage of this provision of the bill is broad enough to allow ..

" the Secretary both to select other persons than MDTA tra1nee$ for part

5.
1-

cipation in these projects and to carry out proJects to assist. in the -

p1acemen{

of persons who are having d1ff1cu1ty in employment for reasons

other than a record of past: encounters with the law.

However, it- is ex- "~

pected that the greater part of ‘the funds approprlate& for-these spec1a1
proJects will be expected to help meet the costs of securlng bonds.'for -
persons with: .police records who have successfully completed ‘MDTA traiming -
‘courses; but whom employers are unw1111ng to hire unless bonding can.be
¢ proV1ded e . _ ' . : . o

In short, the bondlng 1n1trat1ves were accepted W1thout much’ controversy be-

)

' cauSe th ey represented a relatlvely minor segment of a hlghly popular legls-ri .

experlment would be authorized. . v ; SR

o bondlng program is 1ne1uded-1n Appendlx.A to ‘this paper.

'latlve package.

&

Any qpestlons wh1ch might have been ralsed about the- W1sdom of the

endeavor were satisfled by the exp11c1t experimental nature of the 1n1t1at1ves, and

it
-

the strict 11m1tatlons upon the, fundlng level and per;od of ttme for wh1ch the

[ 4

2
3 o €

The complete text: of Section 105 of the MDTA which 1n1t1a11y authorlzed the N

' * House Report No. 170, 8ch Congressﬂ,lst se551on, Manpower Act of 1965,

March 15, 1965, pp. 11-12. | ) )

*




4 0 THE DBSIGN pmse .

The evolutlon of the bondlng program was shaped by a number of key events
wh1ch took place in the perlod between the enactment. of the 1965 amendments to -
the Manpowen Development and Tra1n1ng Act wh1ch authorlzed the program, and the

T March I966 51gn1ng of the contract with the Un1ted Bondxng Insurance Company

. wh;ch prov1ded the vehlcle for its 1mplementatlon. These events.lncluded.

: o Adoptlon of a ba51c program structure '
. _ [.v' The Judgement that xt was not approprlate or feasible I
to develop a "formal'’ experlmantal de51gn"

. op* Specification of‘program e11g1b111ty cr1teria A
“. e The development of an adminstrative -structure and system of “\ ‘
- service delivery agents -involving USES and OPER on the : o
_ npational level, and ES.Local Offices and ED proJects on the
X local level :
e . The development of a procurement document and resolutlon of :
, key issues Wlth respect to- contents of the proposed contract
. f The” declslon of 237 of 238 ellgxble 1nsurance underwriters not
to participate in the.bonding procuremént; the declslon of the
Un1ted Bondlng Insurance Company to bid
. o " e . .The negotlatlon of a contract when the 51ngle b1d was

. C 3udged to be unacceptable. ¢

- "
‘

Thisrsectlon analyzes each of these eyents. First% each evert is
, examined individuall& in order‘to discern the immediate factors which help to

" explain it, Secondly, wherever possible, these‘fictors are rel;ted to broader -
isSues which underlie many of the‘more immediate factors. Examples of  these
‘broader issues include theapolicy environment in which‘the'program was designed

and. the nature of the relatlonshlp between the Department of Labor and the

f1de11ty bondlng 1ndustry.

4 1 Adoptlon of Ba51c Program Structure - I o . - N

The leglslative authorlzatlon for the Tralnee PI&CONBHt’ASSlStlnce

. : Bemonstratlon Projects. was broad leaving the Department with substantial




_I ’ . ’ :

’ dlscretlon concernxng the overall structure of the bonding program. Initi&l . ”

rreaponslhllltx,for program deyelopment Was assi gnod to the OPER D1v1sron of

~

/ Manpower Planning (DMPP) ' ' a S

-

" The results'of the ensuing investigation of the need for a fldellty bond1ng -

;program and the approprlate structure for that program were. summarlzed in a

L]

DMPP staff paper, "Pllot BOndlng Program to’ Be Conducted Under Section 105 of '

v

the MDTA as Amended " - The basxc recommendatlons of that paper were:

o _ The Manpower Administxation (should) enter into a contract. w1th
: a bondlng company which operates nationwide to provide uniform

coverage to all individuals who are to receive placement assis-
tance under the program. -

o. In view of the essentially experimental nature of this undertaking
“and the need for centralized balance and control to assure the
variety of experience needed , . . admlnstratlon of Section 105
. (should) be delegated to OPER . . .

o

Although they tended to reJect.the term "project objectives," the OPERt

planners did have a nunber of premises in mind when they'were making the

: »basic design decisions; -In partloular, they hoped to design a prOJect wh1ch .

V,would accompllsh the fOllOWlng results* _ v‘A *'g“

o  Provide some indication of the scope of the barrler to employmEnt
* created by exclusxonary practlces of the fldellty bonding industry.
[ ] Prov1de some 1nd1catlon of the viability of at least one approach
to overcoming this barrier. It 1t were proven viable, the approach’
could then be implemented as (part of) an operatlonal program.

® Provxde enough data concernlng the default records of program
participants to permlt comparlsOns with individuals covered by
standard commercial bonding. If it were shown that program
pArticipants were as trustworthy as other. employees, this infor-
mation could then be utilized in efforts to persuade fidelity
bonding underwriters to abandon their exclusionary pract1ces~
it could also b€ used to persuade employers to modify restrictive
hiring practices. - If it were found that losses from program

partlclpants were hlgher than average, data could be developed
. ’ - . . .

" "Pilot Bondlng Assistance Program to be Conducted under Section 105 of the
MDTA, as Amendéd,' U,S. Department of Liabor, Manpower Administration, Office
of Manpower Automatlon, and Training, September 3, 1965. This entire
paper is contained in Appendlx A. .
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for establlshlng a hlgher premrum schedule for such bondees +
for employers to pay if they'were W1111ng, or for—the
government to pay if necessary.*

leen these expectatlons ‘the OPER planners could have adopted a numer P
of basic program structures. In all, four opt1ons.appear to have been con-
. : y

sidered durlng this perlod S ' o o

5'.f A selfhlnsurance program wherein the federal government would
"~ directly relmburse employers with valid claims.

e .Provision of subsidies to employers who had to pay higher -
premiums to cover bondees with criminal records. -

e - Ad hoc agroe@ents entored into by'local Sponsors with
local agents and brokers for major underwriters.

° A master contract with a nationwide underwriter to cover
all program part1c1pants.

The OPER,planners concluded that the, last of these four optlons, the

. : x
nationwide ma&ter contract, would be best. This$ choice was made 1n large part ' wl

. . .. I e
because ¢f assumptions by the planners relative to the practices and attltudes
of the f1de11ty bonding 1ndustry. Most of these pre%umptions were accurate,

.but some of the program: des1gn\dec131ons were made on the basls of an 1ncomplete
understandlng of the industry, T\\\\ﬁ\\\ T f |

~ Thus, for example,.the program_plann 5 had originally favorod the "subsidy
to 9mployer5" approoch. Thié approach w:zrgzéedﬁpon tho assumption thot the
77prem1ums for fldellty bondlng were calculated upon the degree of risk involVed

Y -

for individual bondees. Accord1ng to this reasoning, 1nsurance underwrlters
~would be w:lllng to take on bondees with- arro;t records if they were pard highcr
premlums, and employers would be w1111ng to cover these 1nd1v1duals as long as
the federal government subs1d1zed the premlums S0 that the "hlgh risk" bondee

cost the employer no more than dld anyone else.

LSS

This list of expectations ‘has beénkderived from interviews with OPER and
* USES§ staff, and from review of bonding program documents.,

Ay
. -
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Initial contacts with insurance experts, howevery soon convinced program

: plannerswthatmthis*approach”was_unsoundtflThe problem was not:additfonal“prei S

miums; it was that most insurancefunderwriters refused to cover those with
pollce and. cr1m1na1 records 1n.the1r~standard "blankpt" bonds through which
{ "

s
all employees of a flrm are generally 1nsured If an employer wanted to cover %

\

an ex-offender, he would, in general have to negotlate a separate bond for

A thlS individual, Thus the employer would not"face an incremental:premium pay:

3

» ment; instead, he would have to pay the entire new premlum.

T =

In short,.the standard 1nsurance practlce was not to cover a h1gher rlsk

bondee with a higher premium; standard practrce called.for avoiding covering

high risk individuals altogether. The "subsidy to employers"-;pproach was

therefore rejected as irrelevant to the insurahce industry practices.

The alternative of providing bonding coverage through ad hoc contracts with

.

L3

local underwriters or agents was rejected because of the presumption that

"insurance companies wouldn't.want to touch this kind of program" and that
- ''there are special problems with trying to get special bonds of;a smell“percentage.

~of your employees who are not covered in another bonding contract.' Given this

_presumed negative attitude towards the program on the part of most underwriters,

[3

it was concluded that it would be dlﬂflcult to get 1ndustry participation at all,

It would b& éver more dlfflcult to get undererters to modify thelr p011c1es for

[ .

the relatlvely small volume of business that any"51ng1e ‘Sponsor could provide;
the ratio of addltlonal admxnlstrat1ve costs to p0551b1e prcmlum ificome would,

it was belleved make it highly unprofitable to do so. »
R .
One h1gh level planner recently commented upon the local Sponsor ad hoc i

aPProach: ° ) . Cj ’

Maybe things would have happened differently if we had set
aside a pot of money to give to locals so that they could
buy bonding according to federally set standards.' But that
seemed like the most expensive way to proceed. ' If we had
-done it that way, however, it might have been more effectlve
in openlng up the insurance 1ndustry~

30
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1t is, of course, impossible to know whether or not|this alternative would -

o

have been more likely to produce breakthroughs in the ingurance industry. But

L . L R . . } )
on the whole, the rejection of this approach appears to have been based upon a

“sound understandlng of the practices of the fldellty bo 1ng industry.

~With the rojoctlon of these two alternatlves, the hoice was between ' self-

4

—insurance on the part of the Department and a natlonw e.masterucontract with . ;

an underwriter to provide the required bonding serviges.

%ES self-insurance

""‘“atternative—waS‘rejected*bocause* out—the-insurance—
" industry on the part of the OPER planners: ) .
° The insurance industry would b susp1cloua of any government
operatlon bonding program. ™" < N

’try would be unllkely to accept reports about
defau fés from a government agency which might be operating
rogram under different procedures than those whlch are
andard in. the 1ndustry

Therefore, if the data collected in the bonding program were to be

1nfluent1al in leadlng other insurors to re-examine their exclusion-~

" ary practices, it was cr1t1ca1 to involve a pr1vate insurer as
program administrator.

According to one of our sources, this alternative was also reJectedcbecause L

‘

oifthe strong negatlve attitude prevalent at thls time throughout : 2

Johnsop. Admlnistration towards government act1vity Whlch would be in d1rect

I

compet1tlon W1th przvate industry. : j""“, T S SR

Wlth the ellmlnatlon of the: self-lnsurance alternatlve, the Department

1

“{/vwas left with only one-’ choica——the natlonwrde master contract., The details of

| this contract are dlscussed in the remalnder of thls sectron D |
4€’ C it should be notbd that although the pre mptlons about the 1nsurance indus-
7)//A try Wthh led to the rejection of: solf-lnsurance were pIau51b1e, their specmf1c

implications for the—proposed bondlng program were not always understood

by. the Departmental policy-makers. In the absence of more extensive contacts ,

“

- . . .




( .

with the leadershlp of the f1de11ty hondlng 1ndustry, the ‘program de51gners ,‘

b -
g e T

P R

7Mapparently fa11ed to recognlze the fact that some members 143 the 1ndustry were

held in con51derably higher regard than others. If‘the Department were con-

-
L.

cerned about encouraging other insurers to re-examine thejr practices, some

" underwriters would have been far more influential than others.-

-

In retrospect, it seems possible that had any of thg largest fidelity

bonding underwriters taken part in the demonstration profram, the impact upon

‘the remainder of the industry might have been greater. [But none of the three .

underwriters who pafticiﬁated in the program was regard¢d as a-.leader in the .

industry, and there is some question as to whether ghe jor insurers would

o

hold any of these three in higher regard than a governmpnt agency engaged

in self-insurance.

4,1f

‘ Had there Been~bgtter communication with the leadershlp of the fldLlltY

bondihg industry and had this Eact been better understood, the remaining desmgn

decisions discussed in this paper might have been made somewhat dlfferently.falt
_ v e : : P
is impossible to know, of course, whether better communication with the industry -

s

. would have affected any of thelprogram outcomes . . : ‘

. 4.2 Judgment that a Formal Regearch Design was Inappropriate and Infeasible- K

~Although the Bonding progJam ;as initiated as a demonstration project, OPER{
 staff explicttly rejectéd théqaaoptioﬁ of a formal experimental‘design.1:Thqu |
wéré na'effarts to delineate ”sdtcess‘criteiia" in advancé of program implcmehtaf
tion. EQually‘im?ortant,.the coﬁtept of a control group was,rejbctea aé both
premature and infeasiblef& - - ' ,*‘ :
These decisions--which have haq‘major implizations in analyzing
the. performance of the bonding projact~-were made for several reasons.
Most 1mportant,‘the idea of a t1ght experimental design was seen by : IE’
’most OPER staff members as contrary to the basic operating mode of tNe |
early Departmental E&D projects. Although some staff have indicated

~ (in retrospect) that more, research might have been desirable, ey ',

2. 39 |
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the maJor1ty have agreed that the idea behind EGD, was (a) to test the operatlonal
, feasib111ty of ‘innévative approaches to manpower problems in order (b) to galn
the knowledge necessary to permit 1ncorporat10n of the best of these approaches
1nto Departmental operat1ng agenc1es, as appropr1ate._ In the words of two OPER
staff members. i{ . _ ’ ' .

}:i ) E&D proJects do not haVe goals to be measured Our mission is to
xp;ore problens and see what happens. -

e ,V As far as E&D is co
it worked

‘This "let's 1mp1ement a

ied, the quest1on of interest is whether or not

1

vo ct‘and see what happens" approach still requires

~i

the collectlon and- analysls a wta. But it does not proV1de a stra1ghtforward

?;; - framework fbr the analysis of program data, nor does 1t provide any predetermined

Ci A
Sy rank1nz of the 1mportance to be attached to programmatlc varlables.

»
N *

The bonding program adm1n1strators have generally appeared to consider the
S data on ‘numbers of individuals bonded, and percentage of those bonded who have

defaulted to be the most 1mportant indicators of program utility. In

the absence of a more r1gorous des1gn from the outset,* there is no way to

© e
-

provide opJect1ve assessment of the appropr1ateness ‘of the empha51s of these

1nd1cators. L ) ‘ .

4 O . b T R e e e

. < As descr1bed above, the Departmental EGD approach was concerned with

1 .
1 . n

‘ determ1n1ng the ‘results of the bondlng program, in order to assess its feasibil-

»

ity. The ability of the Department to make more precise estimates of the
utility of the proposed approach was severely Hampered by the Judgment that
it was both premature and infeasible to establlsh and track a control group.

@ -

Durxng the de51gn phase of the bond1ng program and dur1ng the early months

of operatlonal experience, some Departmental planners felt that it would be
necessary to include & control group in the ‘bonding proJects in order to better

-est1mate the 1mpaét of the provision of bonds. Thus, for example, an analysis

N . . = 3
-
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'.of the FY 68 OPER program memorandum conducted in the summer of 1966 included’

the follow1ng comment'

-

o " "The pilot (bondlng) program will provide operational 1nformat10n

on the feasibility af bonding assistance and the effect on increasing

- e employablllty. Ne assume that the experlnent will include adequate

control groups to enable such measurements’ to be made." *

- Th;s recomnendatlon was reJoctcd however, L;tauqt of the prohlems which - .
3

would have been cncountered es abIlshlng.a control group. In the Judgment of top

L]

OPBR offmcxals, it was not practlcal to set up a true control group using random

{ v
assignments of ‘ex-offenders’ to the bond1ng program. Beyond this, the potent1a1

crrors which would be intr Udd\bd in a "matched comparlson group strategy" “from

such factors as geograpny,“motlvathn, And prev1ou$'sk111 level, were expectedv

to be far greater than the effects of the'rather modest experimental treatment.
Furthermore, if the utility of the program were to be asaessed for groups with

varying demographic charaeteristics, the sampie sizes would have had to be
;onsiderably larger than totgjxa:%icipatqd‘participation in the program. In short, the
geographic disperson’of the bonding projects, the "selection” methods being
utiliaed,‘and the technical difficultiea involved in setting up and tracing a .
wholly comparable comparison group within the limited time frame‘for which the,
bond1ng progects{were initially authorlzed led to a decision not to pursue a

control group strategy Aucohdxng to OPLR staff members, these considerations

were suff1C1ent to cllmxnate the possibility of ut111~1ng a control group even

without tuking the cost of such an endeavor into account.

This.positiop is amplified by the comments of a key OPER decision-muker:

¢

-

€ =

*Departmental memosandum dated July 26, 1966. - , -~

-
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'We d1d not chooSe to have a control group, but thls ‘was not from
. a lack of awareness of the usefulness of a control group. Instead,
"we rejected ‘the idea because of limitations in our admlnlstratlve capa-’
b111ty and problems of pract1ca11ty..."

At the outset we had no clear understandlng of the dynam1cs of
. bonding.. Yoy really can't compare a program with something else until
- it jells, and this takes sevéral years., Thus you really" ‘can't talk -
about a control group early in. the:umplenentation of a program...

‘ It was almadiifzculﬂrto conceptuallze the. idea of controls when S

. the "treatment" was.bonding, especially when it was important to - o e
observe the bond1ng treatment under a w1de varlety of d1fferent ' : e

'settlngs... A : R T

>

Th1s sent1ment was echoed by a second key admlnlstrator._

we were conv1nced that in any demonstratlon pro;ect where you have .
to create a program from scratch, during the f1rst few years, "all you
can measure is admlnlstratlve feasib111ty...”

.-

F1na11y, the 1dea of a control group was also reJected because it was not

belleved to be central to the ba51c purpose of the proJect, demonstrat1n' the

fea51b111ty of prOV1d1ng f1de11ty bondlng coverage for "h1gh rlsk" popu'atlons.
The c1a551ca1 desxgn for assessment of soc1a1 program performance aeeks to.. -
(:1 compare what happened to program part1c1pants w1th some measure of "what
have happened to. them in the absence of the program:u-.*The 1n1t1a1 des1gn dec1—
.s1on to- reJect the establlshment of a control group because 1t was premature --
and the non—1nst1tutlon of such a group. at a 1ater time -- have made it V1rtua11y ' biﬁgf‘

o 1mp0551b1e to¢ prov1de such an assessment of. the bond1ng program

: It should be stressed that the reJectlon of a formal research desrgn was not

_ unlque to the bond1ng program ‘It was typ1ca1 of most of the early Departmental E&D

\Y

E3

b,,*s See for example, the discussion of evaluatlon in Practlcal Program Evalu— B
: ‘ation for State and Local Government 0ff1c1als, by Harry. Hatry et al, .-
- p.39. - : , :

E]
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; for "peﬁSOnsﬂthh,pollce records whO’have successfully completed~MDTA training o
B e "'."‘I_.'\‘r . v N : .‘ ’ * T ’ v

approaches: Thus, for example the dlscusslon of research methodology in the o

.Draper P__Ject F1na1 B;port 1nc1uded a sectlon entltled "The Lack of a R1g0rous -

Exper1menta1 De51gn."; Thls sectlon 1ncluded the follow1ng statements. h
The Draper E&D proJect was- de51gned as an exper1menta1 proJect
wh1ch would break new ground in an. exploratory fashlon... N ‘; BN

Since so 11tt1e was known about. the problems which would be encoun—'
tered, a r1gorous experlmental design using control groups was considered
- premature, - In fact, it was believed that:a r1gorous design would 11m1t
the flex1b111ty needed for exploratlon. :

4.3 Progg;m El_glblllty ’_1 L . ‘j P

~

Sectlon 105 of the MDTA authorlzed the Department of Labor to explore

means of overcomlng the bondlng barr1er for - 'j, o e Ugf'«i

;' _ persons seek1ng employment through a pub11c employment offlce who have

succesfully completed or part1c1pated in a federally a551sted or flnanced
: tralnlng, counse11ng, work tralnlng, or work experlence program.., :

’There was therefore 11tt1e doubt concern1ng general program e11g1b111ty,
but two 1ssues remalned to be declded The f1rst of these was the relat1ve L
proportlon of MDTAetralnees to be served, the second was the questlon of whether
the chosen 1nsurer would be able to. screen out certaln 1nd1v1duals W1th cr1m1na1
records accordlng to cr1ter1a approved 1n advancé

Although there was no OPER policy statement on the f1rst of these 1ssues,‘

a c1ear presumptlon emerged that dlsadvantaged MDTA graduates would be the primary

wuserswof the bondangfprogramg- Thas presumptlon reflected the»on-goang reor&entatlonmof*

i

the MDTA and the 1ncrea51ng Departmental comm1tment to proV1de serV1ces to the
dlsadvantaged as was dlscussed in Sectlon 3 of thls paper. In addltlon, the
presumptlonqreflected the House of Representatlves Educatlon and Labor Commlttee

expectatlon that the greater port1on of the authorlzed funds would be expended

« L

% . The Drdper Project: Pinal Report, 1968, p.27.

N . R} . . ) . . -
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v The second issue arose durlng the rnltlal contacts by Departmental planners -

~ w1th fldellty bondlng agents who expressed interest in the program. At least

one of these agents 1nd1cated that the expressed 1nterest was contlngent upon _
the pOSSlbllltY of "weedlng out" certarn categorles of appllcants. R

Th15‘approach.was completely rejected by Departmental planners on the

':;'grounds that 1t.was 1ncon51stent w1th the underlylng concept of the E&GD pro;ect——

@

“14e. to see what would happen if the b0nd1ng barrier were wholly eliminated.

: As a result, the e11gib111ty questlon was. resolved so that the language of

the procurement document and hence theﬁdnltlal contract, read as follows
Bond coverage hereunder shall be automatic and the Contractor may not "

veto or otherwise fail to accept a Bondee certified by a Sponsor for

bondlng coverage hereunder, noththstandlng the Bondee's past record

Al

-

L ThlS concept has cont1nued to be in force An the bondlng program to this tlme,

r

w1th the 51ngle exceptlon that the underwrlter has always had the right to reJect

Jcoverage~on an 1nd1v1dual who has previously defaulted whlle in: the bondlng

' BN : . . . R S -v?

j4 4. Prqgram Adm1nlstrat10n and Dellvery Agents

/o . The ch01pe of an agency w1th1n the Department of Labor to admlnlster the

.
)

bondlné program at the National 0ff1ce level and of local organazatlons to serve
~‘as "sponsorsJ (delavery agents} represented 1mportant de51gn\dec1510ns whlch
. ‘ t - .

\greatly affected the future evolutlon of the‘program. L.
As wids . 1nd1cated in Sectlon 4.1 above, the 1965 DMPP paper recommended

’”that ba51c admlnlstratlve respon51b111ty for the program be a551gned to OPE.,
~and thls was accepted. AT o - S .

‘The paper also discussed roles fdr two klnds of lqcal level dellvery agents,

ok House R_pprt No. 170 89th Congress, lst Se551on, Manpower Act of 1965

) . . e [ ]
i .

March 15, 1965, pp 11- 12, . . . Co

*

¥,
' ,
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1 : ' "

- each of whom would be allocatea a specified number of bonding "s’ots ue "E&D
P

connractors and- other agencies" were. to request a110cat10n of slots directly
) v

from OPER ‘ "State employment security local offices which have suitable unem- T

ployed applicants" were to submit requests for allocation of slots "through

‘ - Ca

regular administrative channels "o »'- LT

’

-

There weqe some'differences of opinion w1th1n the Department concerning !
. L . :

-

those aspects of the DMPP paper which discussed ‘the degree of 1nvolvement of

-

"the Employment,SerV1ce in the program. On the one hand there was a developing

’consensus within OPER thaq should bonding prove a v1able program, it would even-;_‘

tuale become one of the placement tools which are utilized by the more. than
2400 local offices of the Federal-State Employment Serv1ce. Por thlS reason,

- it’ was considered to be beneficial from’ an experimental point of view to learn

v

about the operational problems of administering such a program through ES

. ) ’

-

< . 'Local Offices. It was also considered useful on these grounds to 1nvolve the

» [}
¢ -

' QUSES at the Natlonal Office level as the "regular administrat1Ve channel”‘

through whieh requests for slots and other communications fIOWed I

L]

On the other hand, the difficulties faced by the hmployment Service

in serVing disadvantaged job seekers were receiVing 1ncreased attention in

°

the pepartment at this time The deSign perlod for the bonding program, ' .

- c01n01ded w1th the time 1n Which the Secretary s Employment &erv1ce Task

Y

Forcé was developing and presenting recommendations calling for a major-

k3 '.

. reorientation of the Employment’Service,‘away from the role of a labor

ekchange and towards that of a "comprehensive manpower services center."

A

In December, 1965 the Task Force recommended that: .
: Special efforts should be extended by the Employment SerVice to
. reach out to persons in need of specialized manpower services to . -
"improve their employability. , ) KR

No arbitrary limits (should be placed upon) clientele served, The




N . L . -

. 7 - ‘ ) h : . N c ﬂ

Employment service must be able to seTve all classes of claentele ;' " ,
(and® hot only the Job—ready) o, : . .. ,E,3~

. . . a \‘ ' ” "'é

The Human Res\urces Development (HRD) concept was introduced in December, ¢,

*

1965, in a speech of the Secretary,,as the mechanismcby whidh the recommended

i
. EN
.8 - - /t w

\re-orientation of the Employment SerV1ce would take place The basic focus of

¥ *c

HRD was to be an effort to "1mprove ‘the employability of dlsadvantaged persons z

ER
. . o
(R . ®

, regardless of age or bther spec1al characteristics " f‘, f . 7ﬂ o
Vad T > . EE : e .:L'.’

Many of the elenents of the HRD concept nplated directly'tO‘the activ1t1es °

by

"of the Trainee Placement Assistance Demonstration PrOJects Whlch were being "t

de51gned at this txme. These elements 1ncluded 1mproved outreach o the dﬂ%advan—

-’
L]

taged and provision. of better job opportunities for the disadvantaged ".'.r o0

1 -

The early rmplementation activxtles-of the bonding program cOinc1ded w1th
_ L
the 1mplementat10n of HRD Thus, in August, 1966 °a USES program letter was .

.....

issued with instructions to the States to strengthen thelr ES programs ' j‘ -

[ .

,designed to increase the employability of the disadvantaged ¢ In 1965 a new

ﬁ'fldirector of the USES with a strong commitment to HRD was appbinted. According s "

, to the new director, HRD meant resetting ES priorities so‘that nthe greatest ‘

needs are met first and those who were last ln'everythlng else would receive

2 R Y ' P
.

’ the services of the USES first,'** : ) N ;fi_? f7' Lo

a U

But despite the ,plans for re-orientation of the Employment Serv1ce, some

OPER planners remained unconV1nced that ES Loca1 Offices could ddminister the |

0,

bonding program in a manner which would be flex1b1e enough to meet the needs of ex—offen-

ders, perhaps the most - disadvantaged segment of the disadvaptaged population.

w.‘These planners therefore favored a relaﬁlvely greater role for OPER and its

r

. E&D projects, and a. relatiVely smaller role for the National 0ffice USES and

its Local Offices.' S ‘ ' ‘

o * "The Comprehensive ‘Model (COMO) in the Context of Manpower Policy,"

in Bvaluation of the Comprehensive Model for Local Office Reorganization
of the U.S. Training and Employment Serv1ce' Joanna Kenne Ys Hal -Shear,
Lawrence Bailis, et al., Vol, II, pp. Q

»  1bid., pp.530-531.. + -
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It quickly became apparent thaé the Employment berv1ce would play some role

in the bonding program, but the nature of that role remained open to negot1a~

‘tiom One of the OPER planners recalls that there was no "loglcal organizatlonal

~home for the bonding demonstration project" and thatJthere was some- "pulling

. and hauling" on this 1ssue.

7

i ; The ba31c endorsement for the bonding program had come. from the h1ghest R

” leVels in the‘Department but the questions of h0w it would be admlnlstered

remaiﬁhd to be resolved: at the operational "level:

»

.. ST The ba51c 155ue-at the' outset -was that the Secrotary,liked the idea

+and said go ahead ‘to proceed with it...(then) the 1ssue gets to lower
leﬂels. e T - b

One OPER official recalls that the declsion to 1nclude 4oth ES offices and

" EgD proJectsf S Sponsors represented a comprOmise agreement devised in order

..Vv" 1. felt ‘that the best way to proceed was to bring the ES - in, and-
‘ then we'd be better off, Doing this meant thdat we'd lose the purity
of the project but it would be worth it to get ahead. #__

|

\

|

| . to get the, program moving:
-

|

The decision to 1nVolve both ES. Local Offices and. E&D proJects was justified

on several grounds Employment Service Local Ortices were to be 1ncluded because

—+
of the potential for using' bonding as an hb placement tool 1n the eventual national

program, if’sueh a program were deemed appropriate.~ The E&prrojects were :

] .

Lo be involved for two reasons: o o

N4
¥

° 'aE&D projects would be expected\to serve different kinds of c1ients ,
.-~ than ES offices; E&D pro;ects had better ties to community-groups,’
,and therefore, - B o

']
8.

e Use of two kinds-of Sponsors could be considered .to be 51m11ar to_ i
- _u31ng comparison or control groups in_ the proJects. . <0

O e

.
s »
- .

,The acceptance of a comb1nat10n of ES and E&D special project Sponsors

made it 1nevitab1e that the National Office administrative structure would

1nvolve some coord1nat1ng-mechanlsms between the OPER proJect adminlstrators




‘

\ -

~ the OPER staff.*f |

and the Nat10na1 Offlce'USES staff with respon51bility for placement act1v1t1es.,

'~h . The terms of the Agreement between OPER and USES were spelled out 1n Man-_'
poyer Adminlstratlve Order CMAO) 2-66, 1ssued in February, 1966 Accordlng to

thaé document\ the pr1mary respon51b111ty for admlnlstratlon of the Tralnee

Placement A§sxstance Demonstration\Projects and for the E&D speclal progect

Sponsors was a551gned tthPER Contact and coordlnataon w1th partlc;patlng_ES
offices was to be handled through the USES ' ”' , }A ‘:’v - o

In’ partlcular, OPER resp0n51b111t1es for the E&D. phase of the bondlng
program included: R - : - /h ‘_,

o‘f..M11nta1ning all officlal contacts and relationshlps Wlth the bond1ng

: contractor/underwrlter.,. co o , . .
e De51gning the overall pilot bondlng program.

e .. Developing and issuing¢..instruct10ns for part1c1pat1ng in thls

program... v )

o LAllocatlng...the appropriate numbers of bondee slots (51c) in a

‘manner calculated to obtain the needed var1et1es of experlence.

o 'Compillng, organizing and analyzing program data obtained from the
. bonding contractor, operating agencies and employérs, and prepar1ng "
. reports which would provide the basis for recommendatlons i
- regarding future bonding a551stance prngrams. . .

1

“Under this agreement the USES respon51bilit1es 1nvolved superV151on of the |

- operat10na1 bondang program actlvitles at ‘ES Local Offlces An 1nternal USES

memorandum elaborating upon the MAO descrlbed these responsib111t1es as selectlon

' of applicant;, determination of their eligibility, job development, placement and

/forlow-up, and the-preparatlon of reports on bond1ng act1V1ty in ES offlces for

. °

-~ . f p

% The fuil text of MAO 2-66 is included in Appendlx A.

** The complete text of this memorandum, dated Aprll 27, 1966, can be found
in’ Appendix A. When the text of this memorandum-is compared ‘with that of
" TESPL 2624 which described the local ES respon51b111t1es under the Federal-
Bonding Program, it appears”as if the two listings are almost identical.

o U

R - -
v . N . . .

e4 . ) ) . . - - 41~
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v | ' . .
g Desp1te the in1t1a1 "pull1ng and hau11ng," extremely close worklng “

: relationsh1ps eventually developed between the OPER and USES staff ass1gned_ ’
to the project The commitment of these 1nd1V1duals to the program appears
to have overrldden any: ' formal d1V151on of respon51b1l1t1es between the1r
agenC1es, and there Seems to have been 1nformal consultation un v1rtua11y

all aspects of b0nd1ng program act1V1t1es.v These personal relatlonshlps

have been malntained beyond the perlod when these 1nd1V1duals held

' ,spec1f1c resp0n51b111ty for the b0nd1ng program, thereby prov1d1ng ‘the current .

»

adm1n1strators with an unoffic1a1 set of advisors who still play a role in

dec131on-mak1ng% - . ‘;‘- B

-

4, 5 DeVelopment of a Procurement Document

R 2

~With "the development and acceptance of the ba31c des1gn and adm1n1-
strat1ve structure, it was necessary to translate these. concepts 1nto a-
legal document which wpuld serve as the contract bEtween the Department :
and the 1nsurance underwrlter whfch would supply the bondmng services.
kuThls work was carr1ed out in late 1965 and early'1966 by a team of offlclals
from OPER and the 0ff1ce of” the Ass!&tant Secretary of Labor for Adm1n1stra-

- tior (OASA). OASA”was 1nvolved because of its exper1ence~1n contracting

'for the purchase of goods and serV1ces for the Department, 1nclud1ng various

[P

forms of 1nsurance for prev1ous Manpower Adm1n1strat10n prqucts.
Although input from OPER was recelved throughout thrs perlod the

final terms of the procurement‘document were drafted by OASA staff OASA

has maintained a role in the h1story and eyolution’ of the program to this
L v © ; R § : K ! -
. date through its continuing responsibility for administration of the bonding

. contracts between the Department, and its selected underwriters.
3 . . - %

s

Among the sighificant procurement issues to be resolved were'the

nature of the’procurement,.eligibility to -bid, the accounting units to be

49
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employedt the naximum nﬁmber of.units‘per bondee, the maximum and minimum \
amounts of bonding coverage to be purchased and the length;of the contract. ¢

Although there were differences of opinion concerning these N L

¢
'

issue§ between\some OPER and OASA staff vnone of them reflected deep differ- A
ences over thcvstructure of the program. Instead they represented differ-
ing agency reactions'to the challenge of.developlng a procurement to cover o
a situation in which there was no prev1ous experience to guide future actions

For the most part, OPER staff wished to keep the dqcument as flex1ble as

p0551ble, given the’ experimental nature of the proJects.g OASA staff, on the

 other hand, were concerned with developing and negot1at1ng as "'tight'" a

h A

-contract as is p0551ble, 1n which the responsibilities of each party were

clearly spelled out.

The rationale for each of the resulting procurement decisions is :
' summarized below._ “ R 7 f: o 5_«.n ’

L

4 5.1 Nature of the Procurement

P N

Once it was decided that a master contract wculd be entered into with
a single insurance underwriter, there were three ways in which this could

“ . -
have been arranged:

em———Negetiat1onwof«a~sole~souree—eontraet— S .
* Issuance of a Request for Proposals (RFP) |
e  Issuance of an Invitation for Bids (IFB)

~ The Department eventually decided upon'the third of these alternatives,

the IFB;’bpcadse'of problems with the?other two approaches. According to
vfederalfprocurement:regulations; sole source contracts can only be'cOnsidered
when there islan "outStanding’candidate,"“a'potential;contractor which is
clearly superior to other potential‘bidders. The novelty of the "bonding ,

unbondables" approach was a major factor in eliminating any chance of a




. - » : A4
source act1V1t1es because "we could not 1dent1fy a clear ‘and present Y N

" was the _,same;.,onlx_one_nndermmn_decided_ia bid. .

» i

o

sole eource proposai. No-One’had any extensive'experienee with suCh’a

N program, and a decision was reached to ellmlnate further con51derat10n of sole »

.

LAY

company which was superior." L, : , ,

4

\
The decision'tc choose an IFB rather than an RFP for the procurehent

" was made exp11c1t1y because of the lack of previous actuarial experlence

‘with "bondlng unbondables." Wlthout this experience there wogld not have

been any "objective criteria which could have been used to conpare, for“
example, two blds, each w1th different money prices and different coverage ‘,
limitations." An IFB was therefore c0n51dered the approprlate veh1c1e |
for-the procurement.' This meant that all elements of the statement of work

were considered to be beyond negotiation,gand the winner would be chosen on

%
[

. the basms of the lowest acceptable bid.

, There is no way of know1ng whether the utlllzatlon of the less f1ex1bie -
IFB. dlscouraged potent1a1 bidders from part1c1pat1ng in the’ procurement..

As is descrlbed in Sectlon 4.6 below, there was only a 51ngle response to

-

- the IFB. But it should be noted that when the bonding program came u y for

bids again, in 1972, ,an RFP was utilized 1nstead of an IFB. The resu1

. Rl
L4

4.5.2 Eligibility to Bid

' Federal procurement regulations prescribe the widest possible dissemik |

‘nation of information concerning a procurement, but also allow discretion'

1n determlnlng criterla for qua11f1cat10n of b1dders. , The Depart nt of




. Treasury Department's 1list of approved underwriters who were able to pro- . '_\‘.,
o Vide uniform bonding coverage on a nationwide ba51s and copies of the IFB ~
‘ ,were sent to each of thea. |
It has been suggested by a number of underwriters that
,broad dissemination of the IFB was itself a factor in estricting the range
of possible responses. According to these sources, major underwriters
often feel a disinclination to engage in competitive bidding against
some of the more risk-prone members of the industry. ' - >“ d‘;

4.5.3 AcCounting Units

<

At first, planning for the bonding program proceeded on the basis of . A
bonding "slots," coVerage for a given bondee at a Tate of $2500 for one
:year. The concept of a slot was widely used in the Department for other

‘programs, and it was naturally applied to this one as well, Thus, initial',
A_.Projections were that the Section 105 authorization would cover about 1700 o : "Q
sfi'bonding,slots, that is, 1700 bondees could be coverdd for one year at a o
level of $2500 of coverage. . | J . ‘ i';i> ’ e
In drafting the IFB, OASA staff rejected the concept of "slots" for %

several reasons First of all, it was considered inflexible; what would

happen, it was asked in those cases in which the bonding took place for

1

 less than twelye months? Would the total yearly premium:be lost? OASA ' ‘

staff raised additional questions about the slot concept as well. iThus, {

tor example, wasn't the $2500 cover per year envisaged in the slof’concept ‘
| too high in some cases? - Too low in others? - . |

Because of these problems, OASA determined that it would be necessary
to create alnew accounting unit to proV1de7a ""common denominator" T
various levels of bonding coverage and various amounts of time. Sfch a
45
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common denominator wouldppermit billing the government only for those

“_iunlts of bonding which were in fact used ‘thereby introducing addltional
flexibllity into the program and reduc1ng costs. The common denom1nator
‘ developed by OASA was labelled a "bonding un1t" and was defined to mean

$500 worth of coverage for a period of one month. (Thus, $1000 of

contractors, but 1t did introduce a term which was unfam1l1ar to the 1 adership of .

the f1de11ty bond1ng 1ndustry It is 1mposs1b1$ to assess the trade off\b\tween

~ the "improved prec151on ga1ned from the use of bonding units and- the apparent res

13

that it helped conv1nce insurance industry off1e1als that the proposed procurement _

was unnecessarily compl;cated from an admlnistrative p01nt of V1ew

4 5. 4 Maximum COVerage Per Bondee r‘ o . A ,f"‘a : ‘\.

-

In the absence ‘of eomprehen51ve infarmation concerning the demand for L

"bonding, Departmental planners believed that there was a danger that the
. total appropriation for the program might be used up too qulckly to perm1t N

assessment of the program. For this reason, a max1mum coverage of 10 .

Hubonding units per bondee ($5000 per MOnth) was adopted This figure was.
chosen because it was considered sufficient to permit placement of’bondees
in acceptable jobs while at the same time "rationing" the ‘amourt of units

‘8o that a maximum number of_individuals mightvparticipate in ‘the program.

© 4,5.5 Maximum and Minimum Amounts of Units Purchased
The. bonding IFB fell into the technical category of an "indefinite
quanfity’contract." This meant that the_governnent could not specify

in advance precisely the number of bonding umits it wished to purchase in

46 ‘ N 53- . B iz
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| . | o ‘ “ @i | | | | | /—{
a given period of time. In such cases uniess the fupplier is given limits-- -

maximum and minimun amOUnts of purchase-—the 1ack of knowledge must be

B

treated as a contingency which the supplier must raise h1s costs to cover. - .

s
v

A Speciﬁxcation of max imum and minimum amounts of purchase thus serves as

LY - ot

an aid to the supplier in making a reasonable bid, thereby loWering costs - "

?

4

to the government in the long run..
LR Consequently, the first IFB contained a maximum purchase 11m1t of
300 000 bonding units and a m1nimum of 100, 000 units.' As is described in
"iQection 5 below, the slow pace at which the bonding program got'underway'

dn a total purchase of units significantly belowithe 100,000 1limit

Tat. the time £ the original expiration of the contract. Had it chosen
[ B ‘

'to do s0, the Actor could have exercised the "minimum purchase" clause.

.
-

Instead, an agreement was reached to extend the life of the contract to

permit the government to utilize the units for which it was already commi't -

L4

ted;tovpaoy This deC151on_perm1tted-continuation;of the bonding program ;
and was_judged to have been in the interest‘of both the Department_andi

-+its contractor,
o N

4.5,6 Period of Performance of the Contract N

g». - B [ * : ' ‘

*There was no realudecision to be made here. The IFB prov1ded for a

¥

‘contract. to run as long as the bonding projects were authorized by Congress.

. \
They were originalry to expire on June 30, 1967. The Congress authorized :

extensions of the bOnding projects two t1mes subsequent to the 1965 amend -
« \

ments. In both cases, the Department responded by extending.w1th or with-

out mOney,the bonding contract. The contract was iurther extended when
i

authority for bond1ng was drawn from Section 102 (6) ot the MDIA, the L&D

section,without .any time 1im1ts on authorization. The last of the contract

P

- extensions carried the contract through July 31, 1972, at which time

- L 47 ‘ ,




the progran.

4 6. The Slngle Response to the IFB. - o .

The bondlng,program IFB was .issued Qn'February 11, 1966. When the
* bids were opened on March 16, it-was discovered that there was only onebidder.
The Unlted Bondlng Insurance Company of Indlana, ropresented by the Washington,
D. C -baged McLau;hlin Company as aizzgi, subm1tted a bid, of $5 per bonding unit.
* This bid w;s ;on§idered to be;unaccéptabl high.' The reasons for the single

bid are;expldred beldw; the responSe to the single bid is presented in Section 4.

AJ

. The lack of response to the IFB could be explalned -on two grounds.

_,dec1ded not to part1c1pate. Since copies of the IFB were sent to all e igible

_ sources 1n leadlng 1nsurance firms. have 1nd1cated that they were a least aware

of the bondlng 1n1t1at1ves. - ;

L

-

Therefore, the basic question is "why did all ‘but one insurance underwriter

,

choose not to respond?" A number'offexplanations have been advanced to

.
i

. . o
explain these choices -- by both insuregg‘and Department of Labor staff.

4.6:1 The Insurance Industry Perspective

~Insurers have indicated that they weie Tot imterested in participating
in the IFB for several reasons. Perhaps the most important was a negative
Kiattitude toward the ba31c reqU1rement of the contract, that the chosen under-

L=
- writer agree to accept all job seekers W1thout,haV1ng the opportunlty to exer-

. .
/// cise individual Judgment. C ' . | /

According to the leadership of the fidelity bonding trade'associations,
the concept. of fidelity bonding coverage to ‘applicants without any screening - |

was not only unprecedented in Department of Labor manpower programming, but it

48 , ‘Egi



was ant1thet1cal to thpwba51c premlse of f1de11ty bondlng, wh1ch wfs to "weed

out" potent1al rlsks, nqg ‘to- prov1de coverage for them. bNoﬁone 1n the 1nsurance'f’°‘

“

' xndustry seeks to prov1de coverage for those thought to present "h1gh rlsks'" 1n'
B o

general however% the 1ndustry calculates the actuar1al 11ke11hood of loss

i

and determlnes a premlnm structure whlch ref1ects thlS 11ke11hood ‘ But in the N

5 . M . N

' f1de11ty bondlng segment of the 1ndustry, trad1tlonal p“actlce 1s to relect

. totally thosevlndrvlduals who presentedtany'dlscernlble p0551b111ty of«lossu

N v

Prevxous "fraudulent or dlshOnest behaV1or" 1s con51dered in- the 1ndustry to be-

Y

- an excellent 1nd1cator of future rlsk and thus serves to e11m1nate a potentlal

s

bondee from-coverage. (Fldellty bondlng premlums are based upon prev1ous loss

..

: experlence w1th1n 1ndustr1al classifications and on‘n experlence rat1ng of a

‘ f1rm, not on the pOtentlal rlsk 1nvolved w1th bondlng ‘any partlcular employee )

ThlS att1tude alone would ‘account for a strong 1ndustry dlslncllnatlon

-to part1c1pate .i‘h the Department's proposed Trainee 'Placement Ass:.stance.. ,

»

Demonstratlon ProJects, which were expllcltly de31gned to prOV1de coverage for

I

'"hlgh rlsk" bondees. There were, though other negatlve att1tudes in the 1ndustry

towards the concept of the bondlng program, ‘and towards the Department of Labor

' prerurement practlces. Accordlng to insurance 1ndustry sources, there was some

,doubt as to the need for a federally sponsored bonding program in the f1rst

W'A place. Many fidelity bond1ng speclalgszs belleved that much of the so- called

'bondlng problem was actually the result of employer att1tudes.n They be11eved --
and.contlnue to believe -- that the 1ndustry has been used as a scapegoat by |
employers who wouldvflnd other reasons not to hire ex-offenders if the bondlng
barrler were removed;‘ ThlS belief is based in part upon the assumptlon that

-3

local insurance agents generally make exceptlons to the exclu51onary clauses in

standard agreements when asked to do so by employers for whom they regularly

*

) . - . - . —_
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< . ‘n

provlde coverage. These exceptlons may 1nc1ude carrylng the hlgh rlsk L
employee on the same blanket bond whlch covers all émployees 1n the f1rm or ,”d__'.Q
N allowxng the employer to buy an 1nd1V1dua1 ("name schedule") bond for,thls .

-

employee separate from the general bond for a11 other employees..'

. j; Some sources 1n the 1ndustry have also quest1oned the . w1sdom or the v
. nece551ty of steer1ng those w1th cr1m1na1 records towards Jobs which requ1re RN
« * - o :

f1de11ty bondlng. Thls 1s because "there are other good jobs wh1ch are already

open to such 1nd1v1duals L

5

~ . Two add1tlona1 factors prOV1de 1mportant dlmen51ons of the 1nsurance

4

'jv1ndustry context in whlch the bond1ng program was developed Consolldatlon o

»w1th1n~the 1nsurance 1ndustry had produced a 51tuat;on in wh1ch the bulk o£

“fldellty bondlng was written by large all llne insurance compan1es for wh1ch '

.

7 the f1de11ty premlums represented only a small fractlon of their total buslness.f

o . B . .
8 . NCR el

7Th1s be1ng the case, the heavy demand on staff t1me and resources for (what L
the maJor 1nsurers would see as) a small- scale experlment could not, in general
be Justlfled by potent1al contr1butlons to company proflts.J Such projects mlght

,:;/), be umdertaken for "pub11c 1nterest" reasons, but to the leaders in the 1ndustry,.

B proflt and loss. cons1deratlons would not Just1fy part1c1pat1on in such a program,’
Durlng the per1od when the bond1ng program des1gn was being f1nallzed,
at least one maJor insurance underwriter was conductlng "pub11CA1nterest"

<

| experlments in prOV1d1ng bondlng for "h18h~rlsk" 1nd1V1duals. The Aetna L1fedi"'

. .

:and Casualty'Company, leader in the fldellty bondlng 1ndustry in terms of - :_‘. hv 5
'dollar volume of prem1ums, was 1nvolved in two such prOJects. However, both the
Denver-based "T1tle V PrOJect" and the Washington, D.C. "Bonabond" projectv

were v;ewed by Aetna~Qfficials as strictly ‘limited activities, undertaken to

~ promote "good will" toward the insurance company. In both cases, top officials .




we - . » @

”
8] ‘

fbr the Aetna Bidelity Bonding Department kept a close eye on all. aspects of

the’proJect act1v1t1es == 1nc1ud1ng, in many 1nstances,'mak1ng the final
dec1sions as to who would paxticipate. In neither experiment was there a

commitment/to "bond everyone,".as was env1saged in the Trainee Pracement

v

',A551stance Demonstration ProJects.vahis pOint'was explic1t,in an internal,
_ 2 _ T .

.l S

Aetna communication. A ST 7&>' - '\L-'f"‘i:”' DR - e
“Both of these programs are group approaches and involve people who

we believe are strongly motivated to rehabilitate themselves. Neither

we nor any other company to the best of our‘knowledge proposes to »

. provide any guarantee as to 1nd1v1dual rand mly selected>‘exfconv1cts.‘

~

In’ neither case was the proJect seen as a pOSSlble pilot)test‘for apv
nationw1de program to be administered by the company e

. The insurance- 1ndustry 1mage of government procurement policies has

o

-

-also reportedly acted as a 51gn1f1cant obstacle to response to the

‘ bonding IFB (and to the later RFP as well) According to one maJor 1n5urer,

'h there is a w1despread belief in the 1ndustry that the government tends to

- -

_ take the lowest b1dder for an 1nsurance job, regardless of the relative
status of the bidders and (1mp11c1tly in many 1nsurers' minds) rngdrdless
5% the prospect1Ve qua11ty of the work and degree of risk to the govern—

i.ment;f Largeainsurance companies have used this belieF to explain therr
reluctance to participate in competitive'bidding such as was utilized
‘in the bonding procurement.vtThis reluctancé has, in'turn, tended to

leave the field open‘to the smaller and less well known members of the

industry L
\‘As indicated above; it had been hoped that_participation of a.private

insurer in the bonding program would add credibility to the results,

[N

- —-thereby promoting re~examination ofnbonding policies by other*leading

firms; Noné of the three contractors which have part1c1pated in the pro—

14

gram to date ‘appears to have been of sufficient stature to accomplish

is, however. ‘Af

3w




4. 6 2 The Department of Labor Perspectlve

i: L In genera1 the OPER staff who were de51gn1ng the Tra1nee Placement

°

the insurance 1ndustry to re examlne the exclu51onary p011c1es wh1ch made the
program necessary 1n the f1rst place. ThlS obJectlve was enunclated 1n a 1966

Departmental pub11catlon descr1b1ng the 1ra1nee Placement A551stance Demonstra-

tlonﬁg*\Sects. ‘ o ;w ;.‘ ,_«‘_.,J . : : v

o

" *Thls is an experlmental program Whlch will be termlnated at the
earliest possible moment after the ‘fidelity bonding 1ndustry is in a-

position to provide- bond coverage for this c11ente1e through normal

—= . uﬁmra‘l‘*thmmcab—" - : . :

.Q./A. )
-

OPER staff have 1nd1cated that 1ndustry 1nput 1n the development of the

14 ~ . .

prdgram.was seen aS»a.meansvto ach1ev1ng‘thls "ob;ectlve."' A number of meetlngs

s - . :
¢ »

I

s A551stance Demonstratlon Pro;ects had hoped that the bond1ng program would prompt

and telephone conversatlons were he1d w1th brokers underwrlters and the .
Taoe y
1eadersh1p'of the 1ndustry trade assoc1at10ns, 1nc1ud1ng the Surety Assoclatlon
|

of America. But for a number of reasons, these efforts did not resu1t in
effect1ve communlcatlon of the above dlscussed 1ndustry attitudes. In fact,

. OPER staff members expended re1at1ve1y little effort on communication with

insurance 1ndustry 1eaders, because of 1ack of time and the press of other

¥

espon51b111t1es. -

. o © We did th1nk of hav1ng an advisory committee from the insurance
- industry...If we'd had the time we would have done it.

o Desp1te their hopes, many of the OPER planners were also skeptlcal that
the f1de11ty bondlng 1ndustry could be persuaded to change its pollcles
{wlthout governmental coercion, One ‘planner 1nd1cated ‘that he saw the bond1ng
program 1arge1y in terms of 1ts potential as a."club aga1nst some 1nsurance

’ . e . o L . . o, .
companies,' an indication of the seriousness of the Department's commitment

. *OPER Informatlonal Handout, "Fldellty Bond Coverage Avallable through
the u.s. Department of Labor}'October 24, 1966 :

i
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" to do 'someth-ing about the problem o‘f'placing"/'unbondables"'. in jobs which 'were o
: ;;'normally closed to them because of the restrictive c1auses 1n standard -
comnerclal bonding contracts. SR C » 2 : ,". : e

- These Departmental pIanners also advanced the follow1ng perceptions of
the fidelity bond1ng 1ndustry - _ .
o The 1ndustry was uninterestcd in the problem of bonding '

“in the bonding program; - .
t , !
e The 1ndustry was uneasy about participation in the program o
because this would allow the government to look too closely
at: 1ndustry practlces and act1v1t1es"

"unbondables' -and would therefore be un11ke1y to be 1nterested : . -

¢ The - industry did not want the government ‘to "get its foot in -
S the door" regarding the establishment of rates; standards,
S and so forth:

lWhen there was only one response»to‘thé IFB, the OPER planners felt their
fears had been. justified; some of them have indicated a belief that industry

.non~part1cipatlon was the result of a consp1racy on the part of the 1ndustry =
/ -
1eadersh1p. According to this explanation, key 1nd1v1duals in the f1de11ty :

'bonding 1ndustry were thought to ‘have agreed among themselves to avoid b1dd1ng,

'and to dlssuade others-who fe1t d1fferent1y o . ; . .

S

4. 6 3. The Department of Labor - Insurance Industry Interface

i-In short,.the Departmental p1anners be11eved that the 1nsurance‘industrx;‘
would not be enthusiastic about'the program, but were not aware of the specific
‘reasons which insurers haveﬁsubsequently advanced to explain their lack of
enthusiasa. Giveh this situation, it is difficult to imagim that significant
industry participation in the design_and implementation of the program cou1d,have
takenmplace without substantiaI efforts at communication between the Department and
the industry dﬁring the design phase, and without substantialiindustry input at

~that time. Neither of these occurred. ’ "

As 1nd1cated above, OPER staff did meet w1th a number of representatives of
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©

) 'celled; ‘however, once it became knOwn_that the IFB had~already been issued andi

"7 Teo. »

the 1ndustry 1nclud1ng the Surety Association of America and the American

w-Insurance Association. But the t1m1ng and the nature of these meetings do

not appear to have been sufficient to bring about better mutual understanding

N -,

-
v - P
3

-or:any change~1n the-pre-existing-negative history attitudes,"A o L -

Thus for 1nstance, the” first face to-face meeting. between theADepart-

L]

"".

ental planners and the leadership of the f1de11ty bonding trade associations

- o

took place in January, 1966 only a few weeks before the InV1tation fbr Bids

was*1ssued In response to this meeting, the Surety Assoc1ation scheduled a

discussion of the proposed government pro;ect at their next executive committee

meeting in March (The executive committee con51sts of the heads of the . fidelity

¢

bonding departments of maJor insurers. ) The discuSSion of thlS'tOplc was can- 7 .-

-

" a contract had been'signed with-the,United'Bonding'Insurance Company, a non-

- ‘ - v .
M ©

member'of the Surety AsSociation at 'that time. .

Thus, whatever the explanations, there was: an absence of well t1med sub-

stantive and meaningful communications between the program planners and the
leadership of the fidelity bonding 1ndustry The cancellation of the Surety
Association executive committee dlSCuSSlon of the bonding program meant that a
maJor opportunity to educate and 1nvolve major 1nsurers in the program had

beep lost. Although the Departmental planners had hoped to develqp a program

‘which would eventually promote changes'in the eiclusionary practices of the

industry, they developed a pilot program which was not initially attractive

-]

enough to the, industry to elicit more than a single bid.



s The importnnce of the communlcatlon factor is underscored by con51der-

ation of the single bldder 1n each.of the two procuremenfs. Inveach
) ’ .
case,. the 1nit1at1ve in respondlng was not. taken by the eventua1 under-'

b

'yrlter:bldder. Instead, it was the Washlngton-based McLaughlln Company_

»

thatzexpreSSedvlnterest and sought out an underwrlter. Unllke most of .
,the reciplents of the initial IFB, the pr1nc1pals of the McLaughiln Com—

_pany had had more than a decade of d1rect exper1ence With the federal

government-—lncludlng'the pepartnent of Labor-—eonqern;ng the prov151on' oot '

L

.. ’e s X » ) "o

_Tof bondlng services-, .

3 - . - a

In addltion to thls, the McLaughlln Company had part1c1pated 1n o .

other soc1a1 welfare programs sponsored by the Federal Government and the
D1str1ct of Columbla, and had developed a sensé of commitment to such ';"

"public interest" activitites, . S .o

@ 1
-

Becaﬁse of these facts, the McLaughlin"officials had a ooﬁsiderably :

‘better understanding of the underlying purpose and;structure of the

proposed bbndlng program than -did most -insurers and the role whlch the

°

chosen underwrlter would play Follow1ng the issurance of the IFB, contacts

_between McLaughlln and the Department served ‘to answer any rema;nlng quest1ons

" about the procurement, and the\McLaughlln Company was persuaded to take the»chance.'

e

4.7¢ Negotiation of the Initial Bonding Contract,

1

As 1ndicated above, when the bids were opened, 1t was d1scovered
that the 'sole bidder was the Un1ted Bondlng Insurance Company‘of Indiana
with the Wash;ngton-based McLaughlln Company serv1ng as broker. Thé sole

> bid was $5 per unit.

According to federal procuremént regulations, the Department had two

- . - = Ty




-0 . . .'.
- . oL X
k] o

voptions atjthat~point. An award could have been _made to’the 51ng1e bidder

K3
Ta

1f it could have been determlned that (a) the bldder had no knowledge that

Kl n

1t was the o/ly bldder, and (b) ‘if the price was in the acceptable range.

. E E oIf these condltlons were not met the IFB could have been converted into

.. : . . . -
&= - T . [ . * -

Ca negotlated procurement oo ', o \
The bld price was’ roughly twenty t1mes hlgher than the pr1ce contem-

plated in the September, 1965 DMPP plannlng,paper, ‘and was not con51dered |

° d acceptable But the Department°rema1ned 1nterested in promotlng an EGD bonding

projett, so the second optlon was chosen. Negotlatlons were entered into

]

- f"{ : between the Department and the Unlted Bondlng Company'~‘ iT : R
The in1t1a1 declslon by Un1ted Bondlng to b1d $5," and the ensulng
: negotlatlon over - the prlce, were greatly 1nf1uenced by the total lack of '1~1

actuaria{texperlence upon whleh-such,a price estimate could be made.

? The Departmen%al staff reviewing the bid were sensitive to the unique

circumstances which might justify an initial bid which was considerably

-

J‘higher than what . could eventually be expected to be the rates for bonding

- "high risk" jobvappliCantS under a national program. According to one of.. .
them: B CL S _ _
SR It was my understandlng that part of the premium was to cover
the high risk being ‘taken because there was no history of actuar1a1
- experience to judge what the rates. should be...

Another part of the premlum was payment to cover the awkward way
which people had to conduct the. project administratively. What o
we were proposxng was dlfferent from standard industry staffing
and reporting procedures...We would be paying, for example, for

’. -diversion of management resources to. prov1de, for example, feedback

to the Department of Labor on a monthly basis. This is not normally
done. We were also creating new rdéporting requirements by u51ng
new federal definitions like '"units'...

»




4

.
'z

Y

, In other words, whntever price was agreed upon would reflect some -
- degree of risk by both ‘the 1nsurer and the government and the unuqual
(to the industry) administrative procedures. But the maximum and minimum

purchase of units clause of the contract d1scussed in Section 4.3 above,

<
A -

as well as other contract provisions, served to minimlze this risk some-
A Dnriné the negotiations, the McLaughlin Company staff serred~as_dnter-'
mediaries between the Department end the United ‘Bonding Company. ;After.

" hlin

~ and the Department agreed?upon"a're-negotiated'bid of $1.,75 per unit *
' The McLaughlin representatives then convinced the Un1ted Bonding staff to .
.vaccept this figure,'and final tgreement was reached.- Contrﬁét L/A 66-44

~

kwas signed on March 25, 1966, and the Tralnee Placement ASSlStance

"Demonstratlon Pro;ects were ready for’ implementat1on,kf

[

<

* In retrospect, i1t can be noted that the Departmental planners'bellef A
that the initial price per unit would be considerably higher than (*
that which would be used in a national program was accurate. The
current price per unit is 85 cents, less than half of the. amount ori-

ginally specified in the initial contract.
** The key portions of contract L/A 66-44 included in Appendix A, )

EY
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5.0 THE IMPLEMENTATION PHASE

“The period between. the signing of the 1nitia1 bond1ng contract w1th
the United BondlnE'Insurance Company and the present t1me has been marked
by a number of major events in the evolution of the program. These events
include: - S E o o _ o ‘ - '

e Initial site selection

N Development of reportlng systems 2
e Expansion of the program -~ first’ the expansion of the E§D
project, and &hen the expanslon to the status of a national
program \ : .

)

N
o4lModificatnm14ﬂL;muﬂzﬁJLjﬂjmuunerﬂLtheaprogramldesigm\‘

[ Development of a second procurement instrument and subm1551on of
~a 'proposal : :

° ReJectmon of recommendatlons for more staff

e Subsequent leglslatlve developments, including the passage of the .
’Comprehen51ve Employment and Training Act of 1973 (CETA)

e Funding for the program. R B
Each of these events is discussed in detail below. -As in the previous
' RO - {

section, the discussion focuses both on direct explanatory factors for each
event and upon the broader context within which individual decisions were
made. ¢ I o,

5.1 Initial Site Selectlon o A o T e

WIth the signing of the contract w1th the Un1ted Bondlng Company, two

‘major steps remalned to be taken beforemthe-program could;become operat;onal:_
initia1tsite selection'and development 6: reporting'systems. As was indldated
in Section 4, the OPER and USES planners had decided to utilize both local ES
offices and ESD spkcial projects to de11ver the_bondlng services, Decisions
still needed to be made concerning the number of 51tes of each type, and the

specific 51tes to be selected,



¥

o

The declslonlto llmat the number of sites to ten was made for a number of

reasons. The flrst of ‘these was the expected "stampede" of bondees, 51nce

B there were so many potent1a1 bondees, 1t would be necessary-raccord1ng to

thls 11nefof reasonlng——to 11m1t -the number of Sponsors so that the program

d1d not spread 1tse1f thlnly and use' up all the‘bondlng units w1thout gett1ng

a sense of’ "full—use potentlal" 1n any loca11ty Concentratlon of the program _l
1n only ten sites would it .was expected g1ve a better indlcatlon of how a |

- future natlonal program would functlon. : ,' ',

¢ kS

Secondly, it 'was felt that the number of Sponsors- should be kept small

in order to mlnlmlze admlnlstratlve problems durlng the "break 1n" perlod

In the words of one bond1ng admlnlstrator' c i i ..
B , ) o .
© o, There is some virtue to having a certain number Of sites in

an EGD project so that one can-look at .commonalities and differences
. among the 51tes. .

N But care must also be taken to avoid over—extendlng the fin-~
ancial and per50nne1 resqurces of the project. .

Selectlon of specific Sponsors was based in part upon expressions of

interest in the néw program on the part of potent1a1 Sponsors, and in part

upon con51derat10ns of local populatlon and 1ndustr1a1 mix, The OPER and :

USES planners concluded.that an empha51s upon larger cities would be- appro«
priate because ex-offenders would be most 11ke1y to be found there in large

numbers, In part, this,was based on the judgment that "ex-offenders often

~ go to large citieé to get'lost."“.In addition, [it was expected that there

were greater opportunltles for employment of vx-offendersﬁ-a w1der range of
sk111 level demands and industry types—-ln th larger c1t165.
EGD project Sponsors were selected on th basis of "strong desire to

take advantage of the opportunity offered by he pilot program" and the ''rela-

- tively large number or proportien of persons they have enrolled who have

records which hamper their bonding and hence their placement.'*

&




(o - ,( - _
- Based upon these crlteria, a total of ten Sponsors was. selected, 1nc1ud-r’
ing ES offlces in four major citles and’ 51x E&D special pro;ects.. The'ES> o

cities were New Yorx, Los Angeles, Ch;cago, “and - Washlngton, D C. The Eg§D

‘projects were, for the most part, located 1n these same cities: the Mobiliza- . -.

tion for Youth prOJect in New York; the Economlc Youth Opportunltles Agency in
*‘;Los Angeles, the Job Opportun1t1es through Better: Skllls Progect (JOBS) in. ﬁ,,,,ff_
‘ Ch1cago, and the United Plannlng Organlzatlon in Washlngton In add1t10n /

to these SpOnsors add1t10na1 E&D projects at two correctional 1nst1tut10ns

were also selected--PrOJect Challenge in the Youth Center at Lorton, Vfrélnla
e 5 ’

~and_the Draper Correctio

5.2 Development of Reporting Systems .

a

AS was noted in Section 4, the prdgram deSigners had stressed the fﬁper—
tance of developlng and ana1y21ng data concern1ng bondlng program performance.
Thus, for example, the September, 1965 DMPP plannlng paper noted that:

It is essential that the tota} body of the bondlng_prOJects

be systematically designed to provide experience on all pertinent

.factors and conditions to serve as a basis for developing recom-

mendatlons for a more extensive bondlng program, if such is

warranted. :

'In response to this felt heed, OPER and USES sta%frcollaborated;in the
development of two program reporting systems. The firgtpof these required
monthly and semi~annua},reports from the bonding underwriter,-as a contractual
obligation, As specified in Contract L/A 66-44, the McLaughlin Company was
requlred to prOV1de m0nth1y status reports concernxng program operatlons

’whlch included the fOIIOW1ng data. |
| . Bondlng units consumed in that month
® Amount of unconsumed Units remaining to each Sponsor

e Names of bondees

¢ Number of units consumed per bondee in that month

H

.'/ ' . . - L
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B The.semi;annUal reports.focusedfupon default data, including:* '
. Number of clalms recelved | -
'Vo Amount of the c1a1ms

° Dlsp051tlon of the claim (e.ga% settied, pending)

.. 5, e -Date of’elaimsl .
"i EE . ‘Ngmes: of bdhdees and employers involved in claiufﬁ“' |
| These reports were prepareo and delivered on schedule by the McLaugh11n
Company They provzded the Department W1th updated 1nformatlon concernlng
{ - .the utilization of the program and the extent to whlch clalms were filed on

A"

e——————e;gragraaegartaeigan;s_——?heea¥az4aba4aty—e£Lthas—data~madeeatmxelata¥e4¥ -8asY

for OPER staff to calculate "default rates"-*compar1sons of the ratio of
'numbers bonded to numbers for whom clalms were,pa;d--and other data concerning
program participataon such as nymbers:bbnded and theirﬂgeographic distribution.
The MgLaughiin-produced.monthly;and semi-annual status reports have been
tﬁikhoat important data,sourdes'for Departmental assessments of progrdm per-

- v ) . oo -
formance. The"statistics on default rates have been the single most quoted

o v

1nd1cator of progrém accompllshment. This has been so for'three reasons:

o The statlstlcs have been seen as favorable- the~program default rate
has always been below 2%;

\

¢ The absence of in~depth ana1y51s of avallable data such as the
Mr-110 forms* v .

El

° The lack ‘of other potentially useful information such as post- 0
-~ placement followup data. . '
The McLaughlln-prov1ded reports conta1ned enough data for further analyqes

" as well; they could for example, have been used to calculate "loss ratlos"--

the relationship between premiums recelved and claims pending and paid. This

a

woold have been considerably more meaningful to the insurance industry than

the “default rates! cited above._'But these further analyses were rarely

performed by OPER staff. In the first‘plaee, the inadequacy of 'default
le A

- #These forms are discussed on pages 62, 63 and 64 below.

-

S | .o €8 | C
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. ‘rates' data from the insurance in&uétry's point of view wasvnot originally :
" known in OPER. Secondly, OPER officials believed that the numbers of clalms
were too small to be rellable for stat1st1cal analys1s of clalms during the
‘1n1t1a1 years, and that even without these analyses it Was -becoming clear
that Providing coverage»for ex-offenders and other high risk Job‘appllcants
was not’as rlsky as had been.belleved.~ In any event, the non-bording pro-

|

|

gram demands upon OPER and USES staff appear to have preciudedHEQQEEQQQg};;r | |
analyses of these data. l

' 1gg to the background oprhe bondee or the kind of ocgupatlon in whlch he or
R she was being placed. In order to make this kind of information avaiLablé .
for future analysis of the E§D program, OPER and USES staff collabarated in

the development of a second rsporting sfséem, which utilized the MT-110 .

.
*

(latér MA-110) form.*

Unlike the McLaughlin reporting system, the MT-110 system reliedbent@re?'

ly upon the bonding Sponsors and Depa}tment of Labor staff for completion of

by local Sponsors for ex-offenders and all other aﬁplicants referred to jobs
whefe lack of bonding might create an artificial baf:ier»to employment, whether
these individuals were bonded or not. These forms were designéd to .provide
the following kinds of information about these applicants:- |
o Ager - - " |
~® Race A

»

~ the ‘forms: and analysis of the data. The MT-110 forms were to be filled out ‘ ‘
. o Education @ .-

e Criminal Record of Bondee

*A copy of this form ig included in Appendix A. -




'y Job Informatlon--klnd of JOb req01red experlence, salary

v

- o Bondee Work Hlstory
o Reason for Denlal of Commerc1al ‘Bond

. Utlllzatlon of Commerclal Bondlng by Bond1ng Employer*

1

The eompleted forms were to be reta1ned by Sponsors until OPER requested .
them Analysls of the collected data was to.be the respon51brlrty of OPER :.
| Had thlS reportlng system been ut111zed as 1ntended—-and°had it heen sup- - o
plemented with followup data—-there would have been adequate 1nformatlon to ';; _:-:L

| i answer many questlons concern1ng the need for a bondlng program, 1ts 1mpact
o7 . . . . b )
» and the k1nd of c11ents who were helped the most - , »a' ‘; B o
v . . . .
This did not happen, however, for a var1ety of reasons. In the first
p1ace,.there was some confdslon among local’ Sponsor staff concern1ng the in-

x

:, d1v1duals for whom the MT-110 forms were to be f111ed out. The follow1ng

-

5 excerpt from a 1968 Departmental memorandum 1llustrates the d1sappolntment

fe1t by some OPER officlals concern1ng the fa11ure to flll out these formav

[

for 1nd1v1duals other than‘those who wére bonded through the program. I n SR

~ The or1g1nal 1ntent of the form (and the 1nstructlons glven to ES ‘

-.personnel at. the tra1n1ng 50551ons) was that it would be filled . S
out on every person who has a "record" seeking a Job and is referred ' B
to an employer.

From my discussions with (ES: personnel) and a qu1ck scann1ng of the e
returned forms, I believe that the form has been used more 1n the
case of those -who were bonded only...

Mahy 1nqu1ries were . handled by phone from both employers and poten-
tial employees, where bonding was not used, but there'was every

~ reason to belleve that the person was employed . In these cases
no form was filled “out.

. . - . .
- . . . . .
——— . L. .
. . . . .
. .o . . . . K . ) A o
: 9 . . i
. . . X Lo . ~

¢ ] . N

- *The forms also included standard data as appllcant's m111tary status,
'U;S,'cltlzenshlp, and so forth.

’
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I (ES D1v1slon of Placement personnel) have stressed the need- for :
- filling out.forms in order to determine the number of Massists;"
o however, they too believe that...it is not filled out when a job .
- -.is secured without bonding, where -the person has a'''record" or is
not commerC1ally bondable, -because the employer has waived his
T owe requlrements or: made arrangements w1th hlS own bond1ng company

\
. .

7~Second1y, many of the completed MT 110 fOrms were apparently never

' forwarded to the Department of Labor for analy51s.' As'of January, 1975,

a

at least one- quarter of the’ forms were not present 1n the OPER flles

F1nally, much of the data from the forms wh1ch were.turned into the

Department were never fully analyzed There arevseveral reasons.for ‘this,

' _-1nclud1ng the lack of t1me avallable to the GPER and USES administrators to

complete.such analyt1c tasks. Much of the analysls of MT 110 data therefore

.

- was condUcted by outs1de consultants , ThlS was the case in a 1968 study

' "Bondlng Demonstratlon.ProJect;' An Analysls of the Program s F1rst Year"'

completed.by Marion Katzive; in the initial computer-based-analy51s of the
. . . . N b R

first 689 MT-110 forms conducted byfthe Data Prozessing Academy of the-South

Carolina Departmentvof Corrections in 1969; and in thé 1972 report "Bonding

=

"Assjstance Demonstration Project in Prisoner Training Programs" prepared by the

vCenter at Elmore, Alabama _
) . ) - . ‘ L ‘» .
i 'OPER‘staff.members developed a‘historical report of the first few years,///)

of the program, a "paper and pencil" review of:the first 500 forms, and a re-

‘

Experlmental Manpower Laboratory for Correctlons at the Draper Correctlonal

IS »

,

analysis of some of ‘the Data ProceSSing ACademy results.

* ‘But none of these analytical reports appears to have occasioned major

changes“in"bonding program policy or administrative practices. In part, this

was ‘because some of the findings of some reports\were considered to be of doubt-

4

 ful accuracy dué to problems with the quality of the data and other analytic

5 .

*Internal OPER memorandum dated February 14, 1968. - .

o
.
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7V'shortcom1ngs But 1n addltlon to thlS, there was nothlng 1n these reports whlch
_¢led OPER staff members to conclude that any of their prev1ous Judgments con-

cernlng the approprlateness of the ba51c program model were in need of re-
>v1slon. ff.u-f~- B vff" f >
As w111 be dlscussed 1n Sectlon 5 3 below, some OPER pollcy-makers be-

-

lleved that there were some potent1al benefits to be ga1ned from further
‘-analy51s of bonding program data.. Thus, for example, the 1968 report briefly

reV1ewed the ex1st1ng reportlng systems and came up w1th the foIIOW1ng con-

:;clu51onsf o K
' If contlnuatlon of the prOJect in 1ts present form is to be "',, ' 'lb
frultful, it would be useful to conslder what can be accompllshed '
in. the way of reaching these (pro;ect) goals and to revise re-

.port1ng and research techn1ques accordlngly.

: Greater unlformlty of reportlng and more complete 1nformatlon
" about_bondees should be requlred of the bond1ng Sponsors.* ‘

-

But no 51gn1f1cant changes in the project report1ng systems followed this report.

a

The only addition to the project’reporting systems since the1r 1ncept10n was a
1972 dec151on to increase the contractor's monthly status report requlrements

to 1nclude soc1al secur1ty, SIC and DOT code 1nformatlon for eaeh bondee.

~

 The expan51on of the bondlng program to the status of a natlonal program

a

was con51dered within the Department to mark the end of the experlmental phase

- of the program. For thls'reason, the MT 110 reporting forms were e11m1nated

-

as of June 30, 1971. Slnce that time, the monthly status reports and semi-

annual claims reports have Been the only major data-sources for the program,

- -
4

5.3 Project Expansion e -
: ) j ] o - '. . \ 3 —
5.3.1 Expansion of the E§D Project'

3 N a

The bondlng program was 1n1t1ally 1mplemented in June, 1966 at ES offices

©

-~

in four c1t1es and in six addltlonal E&D proJects. By the time it was' .
Coe Dq L. v\ . ’ N
. *Bonding Assistance Demonstratlon Pr_Ject. An Analysis.of the Program!s
Flrst Year, P- 6. » . o T g . -
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transformed 1nto a natlonal program in January, 1971 the E&D prOJect had been o

a

expanded tb encompass ES’ offlces and E&D prOJects in 51 c1t1es amﬁ 29 states'
aand the D1str1ct of Columbla, as well as statewlde coverage in six states.

For purposes of analysls, the expan51on of the bondlng program dur1ng 1ts o
s :

" E&D phase can be d1V1ded into four categorles._ (a) expanslon to 1nd1v1dua1 .

~ cities in responsevto requests from Employment Serv1ce off1c1als, (b).expanslon

} to include all of the target c1t1es des1gnated by the Presldent's Commlttee ort

'Manpower (the future CEP I c1t1es), (c) expansion of the scope of progects

L3

':from 1nd1V1dua1 c1t1es to a statew1de framework and (d] expan51on to prOV1de

,serV1ce to the Sectlon 251 Inmate Tra1n1ng prOJects.'>

While the spec1f1c motlvatlng factors for each of the four expan51ons
N N t L

d1ffer, there ‘are a‘ number of underlylng factors wh1ch they hold in common. "

-In the first placeg they represented a continued vote of conf1dence by OPER

" _4dn the utility of the program. In each case, the declsion to expand was made

.ébecause OPER staff members believed that the’E&D'bonding projects were proving

e .

helpful to jobseekers and that further expan51on would represent a means of
promotlng greater utlllzatmon of the. E&D-program The.declsxons to expand

" were also affected by a grOW1ng realization that the program could be of SerV1ce
to all ex—offender Job seekers, rather than prlmarlly to ex- offender MDTA

,tra1n1ng progect,graduates as or1g1na11y env1saged. CThls change in emphasis

[y

of the bondlng program target populatlon is’ d1scussed 1n greater detail in

-
a

-‘Sectlon-s 4,2°below.) ) ; ‘ s S ;

In addition, it sheuld be noted that all four expansiops represented

responses'by‘OPER to initiatives taken byLDepartment Qfoabor'agenqies'other“‘

than OPER, and by State ‘and local manpower agencies. sThis demand for bonding

is in itself. s1gn1f1cant,71nd1cat1ng that operatlonal agencles were looking

S

posltlve{y at a product of E&D. The meeting of these demands thus represented

-
.
- o
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s v{/

" a confluence of the OPER deslre to see Eg§D products utlllzed and the de51res ff

"of others to see better services for clients of manpower programs.

Dur1ng the early months of the 1mp1ementat10n phase of the bondlng program,

7”ldthere were two separate program or1entatlons within the Department.‘ Many S ﬂ;¢~?7“"

off1c1als, 1nc1ud1ng key OPER staff, felt that the EGD bonding efforts should T
“ be viewed as a’ ”feaslbllity study " As such, it was’ 1mportant to 1mp1ement N
the progect in a: large enough var1ety of sites to. permlt some Judgements as o
to geographlc varlatlons Jn performance. But it was not, from th1s polnt of
s v1ew, worthwhlle to expand the prOJect 51mp1y to’ offer bondxng to more. Job

app11cants. S

In the words of one’OPER~administrator: . - .

" There was pressure to expand the program and make the serv1ce
ava11ab1e to more people, but I felt it was 1mportant to hold the -
rein.on expanslon. S :

The reasons for thlS are spelldd out in a memorandum from OPER to USES dated

October 5, 1966: ; o
I am. dublous.:.about the wisdom of increasing the number of
_ cities when we already have enough cities 1nvolved to get the e
. sort-of knowledge -development we are seeklng. - , : .

Addlng more cities fust to get the available slots put to
use more quickly is” 3ound for an operating program seeklng )
"numbers" but just makes moreucumbersome an effert seeking in- . -
sights.* - 2.

-9 . L .
rd . .

Proponents of this "experlmental" p051t10n were’ pr1mar11y concerhed w1th

-

L]

conduct;ng the Tra1nee Placement Assistance Demonstratlon ProJects in a manner .

-~
a

which would insure the- collectlon and analysls of suff1c1ent data to more ade—

o

quately assess program resu1t§. This concern for the adequacy of avallable

data often came up when Tequests for expansion of ‘the program were made.

. -

. ~ n .
—_ N . ) .

- - . . e . . »
N . . - o« i .

*Internal OPER Memq,'dated October ,5, 1966.- ‘.




Th;s "experlmental” approach can be contrasted W1th the "prov151on of .

L

'iserV1ce” or1entat10n. Holders of thlS polnt of view d1d not feel that it was -

, necessary to}waltffor more data to be,collectedxand analyzed “These 1nd1v1dua1s

.'ment, a1most by deflnltlon-a,va:

i beiieved that’the‘program‘s‘utilitY“had been demonstrated Dur1ng the early

rooo
-months of the Tra1nee Placement A551stance Demonstratlon Projects, this con-

viction appears to have been based pr1mar11y upon the 1nherent Jlogic behind
the bond1ng program-mnamely, that 1t served to overcome barrlers to employ-

v o . .

Dur1ng the subsequent months and years, conversations w1th Sponsors and

frev1ew of the avallable data--pr1mar11y data concernlng the numbers of peop1e

8

bonded and the low percentage of them who had defaulted--serVed to reinforce
the be11ef of many Departmental dec1slon makers that the1r 1n1t1a1 feellngs
about~the~ut111ty of the'program were” Just1f1ed

When issues of program expan51on arose’ during the f1rst year of 1mp1emen-

tatlon, the " rovxslon of serV1ce“ 01nt of v1ew generall faVOred such actlon
P P Y

v"'on the groundk th&t it w0u1d proV1de a"neéded serv1ce to more JOb app11cants.

The expanslons to the future CBP and "251" cities. were promoted on the ground

that the Department had a strong commltment to the dlsadvantaged and Inmate
K

Tra1n1ng partlcxpants in these cities. Thus,'ln order to meet that commit-

¥

ment, it was’ feit necessarx to prov1de every possible "weapon" for the "arsenal”
of program operators. Slm11ar1y, the statewide expansion was Just1f1ed 1n

terms of prov1d1ng the-service to more people in the effected’ states.

With the]passage of time, howeyer, there was a grow1ng consensus within

'OPER that the available information was sufficient ‘to demonstrate the sound-
. - o — ., . . - Q,‘

ness of the approach to'bonding.being-imp{emented in the E&D projects. This

o Y
»




;,1n turn led to a convergence of the two p01nts of view: those concerned'with :;'i : e
an experimental approach began to favor a carefull? pIanned expan51on of the v’t';p
program in order to promote the wider utilization of the EGD pro;ect while o
building towards 1ts evcntual 1mp1ementation as a national program. This

- generally.coincided with the cxpan51on of service p01nt of view, ‘in terms of
itsweffect on program decision—making. The remaining differences congerned

'

primarily such issues as whether or not expansion was~appropriate in a par-

-

e ticular set of circumstances. One OPER adm1n1strator saw this as an 1ssue of

=S

planned versus 1ndiscr1m1nate expan51on. ' IR

e

. My view was that we should not build up- the number of 51tes as
if we were running a mailihg list, that is by adding whoever asked -
for 1t. - , : e © o T IR

-

*.'g The pattern we were trying to develop was. that, on a limited :_’“ -~
. basis, we would add a few sites that offered particular promise for -
one reason or another. We would not, however, proceed on a whoever-

- asks-for-it-gets-it basis. _ .

In most cases, Departmental policy initiatives were considered by OPER
‘staff to be legitimate .reasons to expand the program; the major concern in

.

';itheSe cases was the availability of OPER ‘and USES staff who would be called

upon to administer the new bonding proJects.>’Thus'for‘eXample; once a mechan-

ism was. developed to provide such administration by a contractor, there were -

no remaining obJections to expanding bond1ng to the n2s51Y prOJects.

a
M L

(a) Expans1on to Ind1V1dua1 Cit1es

OPER and USES officials were the recipients of requests for informatiom ~ .

o

about the bonding program, and for inclusion in the experiment, within months

@f the initial 1mplementat10n of the program in June, 1966. Word about the

Iy

bonding program appears to have spread largely through informal and unofficial -
channels during the first, months of program ‘implementation, and despite the

absence of any data on program results, a number of ES L0ca1 Offlce staff

-

-

S

‘began to initiate requests for bonding serv1ces.

1 NN H
. . M .-




f, . As'is'discussed in Sectioh 5’4.1 beloﬁ, the boﬁdingvprogram was.originally*d$d
seen as a "self-lmplementlng program," and’ program pub11c1ty was dlscouraged
..The 1n1t1a1 low level of bondlng placemenxs, however, soon forced a rev1slon of
-'thls concept With thls revlslon, artlcles about the bondlng projects were‘

o encouraged ~both in- local papers and in manpower-related Journals. Thus, RN L

for example, pub11c1ty for the program 1nc1uded‘a December, 1966, article

in the Employment Service Review.* This increase in the quantity of formal

'describtions of the program in all likelihood contributed to the informal

process of learning about the program, and thus to accelerated”requests for its
~ expansion. |
~In general, these requests were - sent through the USES Regional Offices

i'rro'%he USES National _ffdce.and,from there:ro OPER; At‘times; the requests
inéldded some "experimental" just{fieation. 'Thus,:for example, the reqoest' 
forﬁgapansioh of the program to Kansas City noted that 'Kansas- City i; a difQ
ferent type.of community, is smaller than any of the (original) demonstrafioo‘
_ c1e1es,"** Anotﬁer example was the case of Portland Oregon“ The justifica~‘
~tion for expansion to that c1ty included the assessment that: -

The ES man has done a bangup job in laying the groundwork
for its (the bonding program's) use--something which we could. use
as a model for proper implementation of the Bonding A551stance
'Demonstratlon ProJect .o

(In Portland,) we have a guy who has done some 'homework' and
legwork to find out just how we could use the bonding authority if
we had it, * He has already lined up the principals involved in mak- -
ing the program work and has obtained their cooperation and some
commitments. If we extended the program to Portland, it would give
us a chance to see just how well the idea of "preparedness' works,

-as opposed to our thrusting the Bonding Assistance Demonstration
Project on an agency and asking it to'maké it work, ***

*A reprih; of this article is included in Appendix A. -
**Memorandum from USES to OPER, dated September 19, 1966. )

. ***Internal OPER memoranduﬁ-dated,January 19, 1968.

<
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- In addition to this;‘contacts between the Qregon'Employment=Service and Oregon

ParolefBoardfgave indications that between 25 and 50 individuals could be "
'“_bonded right from the start, "far more than more agencies have done in 145 .
: years of operation." e LT o

For the most part, however, the requests for expanSion to indiVidual
‘cities stressed concerns other than furtherance of. EGD obJectives. Thus,
for example, the Kentucky State Employment Service- sought expansion of the

Program to LouiSVille because of the "difficulty in plaCing Negro men and \\\a

~ - £

because of police and court records‘"*
The following excerpt from a Departmental memorandum exemplifies

'the "expanSion of serVices" Justification for progra1 expanSion o

o TheeMinnesota -agency is intereSted in haVing a bonding program
for the Twin City SMSA. With the start of WIN, CEP, and Model Cities
_programs in Minneapolis and St. Paul and the agency's continuing
efforts through MDTA and HRD td reach the disadvantaged, we feel
Minnesota-could make effective use of. a bonding program.

-

In addition to the above mentioned employability programs,, a
MDTA correctional institutional project has just been funded for
Stillwater State Prison. We feel that a bonding program would be
of considerable help to the agency in developing jobs for inmates
completing training under this program,**

There was no mention of any experimental or demonstration purpose anywhere

: inlthisumemorandum. |

| The.OPER response to theSe requests for'eipansion was mixed. ln those _.
cases where there appeared to-be'"particular promise,".they were accepted.
Where eXpansion appeared;to be "indiscriminate" it was turned down. As*a-
result, Kansas City and San Francisco were addedgto‘the program in 1966; a.
number of cities in Ohio were added in 1967; and Portland, Oregon,‘entered

-

the program in 1968, - Many other applicants were rejected.

*Internal USES memorandum dated December 13, 1967. ]

**Internal USES memorandum dated Augtist 6, 1968.

.




~ (b) - Expansion to the PCOM Cities

As was discussed in Section 3, the bonding program was'implemented at

pa tlme of grow1ng Departmental commltment to the g}Ov1s1on of employablllty_'l'

deveIopment services to the‘dlsadvantaged Thus, “When the Pre51dent'

.Committee" on Manpower (PCOM) deslgnated 19 c1t1es as targets for a new co—

1.sord1nated approach to- serV1ng the dlsadvantaged (later to be called the

Concentrated Employment Program--CEP), requests weng made to OPER to expand
the bonding program to serve these_cities. A number of OPER staff had been
active in the development of the CEP program and werevthus fully in accord o

with the idea of providing the new CEPs with eVerp available job placement

tool.
o

' leen the grow1ng consensus W1th1n OPER that bondlng was a551st1ng thef"
placement of ex-offenders, expan51on of the program to these c1t1es was
seen as furthérlng the proV1310n of service and promotion of E&D utilization
objectives. Because of this, there was no doubt that such an expansion was

appropriate. - In the words of one OPER official: .

trated Employment Progxam C1 ies. It was good for the CEP people
to have every available\ togd for he1p1ng ex-offenders and we be-
lieved that bonding would be useful in this regard. ) .

The decision to include the CEP cities was made in March, 1967, resulted )

in the inclusion of Boston, Newark, Philadelphia, Pittsburgh;'Baltimore,
Cleveland; Detroit, San Antonio, Houston, New Orleans and Birmingham,in the
program. (The other CEP I cities were already participating in the bonding
demonstration projects.)>

(c) Expansion to Statewide Scope

-

The expan51on of the' bonding program to cover six entlre states also
represented a com1ng together of the exper1menta1 and prov1sxon of service

points of view. Requests for expansion of the program to Statew1de scope

-4
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[

'jandetatewider(as opposeduto ES Local Office) sponsorship were made largeiy_
for proViSion of service rationales. In each case, State Employment Service

>'personnel heard about the bondlng program and wanted to make it ayallable

fmore widely in the1r Jurlsdlctlons. At the same tlme, the expan51on to State— :

.

fwlde Jurlsdlctlon was a maJor plus from the exper1menta1 p01nt of view because

it represented a p0551b1e model fOr the delivery system to be adopted under

I »

a nat10na1 operat10na1 program. Expan51on to StateW1de sponsorshlps thus
provlded OPER W1th the opportunlty to gather useful information on which to

nt,plan the tran51tlon to the national program which took place in 1970

As in the case of the other three expansions, the 1n1t1at1ve for State-

]
R

ffrom outside OPER. As in the case of expan51on to

. wide sponsorshlps c

' ind1v1dual';dile§“th “requests to expand came from the State bmployment

Services-and,their local affiliates, and were channeled through the United
States Employment Service. In general, the requests for expansion were
responses to two kinds of circﬂmstances: '

e Administrative problems resulting from requests for bonding
made to ES Local Offices from parts of the State wh1ch were
quite- distant from those offlces '

e Administrative problems resultlng from a situation in which

there was more than.one Sponsor within a State and little
coordination among Sponsors. )

In both of these circumstances, the argument was advanced that coordina-
tion of bonding activities could be best accompllshed by desxgnatlng the State
Employment Security Agency as the Sponsor and al€$W1ng that;agency to develop
cooperatlve activities among its Local Offices. * “fgff h

Because of the convergence of experimental and prov131on-of-serv1ce

points of view, the decisions to expand to Statewide scope were thought to be

~easy ones. In response to these considerations, the bondlng program was ,ex-

panded to Statewide status in New York, California, IL;- ois, and Missouri in




" March, 1967. Subsequently, Statewide bonding was introduced in Ohio and

Oregon, bringing the total;number of Statewide sponsorships to six.

(d) ,Expansion to "Section,ZSl"'Inmate Training Projects

T xes

The expanSion of the bonding prOgrah to.inelude‘ail of the inmate )
«ltra1n1ng projects authorized under Sectlon 251 of the MDTA was, in many woys, .
the most critical step in the progression from a 11m1ted number of projects

to the status of a national program. This expan51on resulted in the de51gnat1on

,and tra1n1ng of bond1ng Sponsors (staff called bond1ng cert1f1cat1on agents,

v

BCAs) 1n twenty-four States, represent1ng 2 signlrlcant increase in the geo-

graphxc coverage'of the project. The experlence ga1ned through the

.

adm1nlstratlon of the greatly expanded bonding program was therefore part1cu1ar1y

 important in deC1S1on -making relat1ve to ‘the eventual expan51on to national

°

program status,

.

The rationale for the expansion of the bonding program to encompass the

"graduates' of the more than thirty inmate training projects authorized under

K}

Section 251 of the Manpower Development and Tra1n1ng Act was d1rect1y parallel

~to that of the expan51on to the CEP I cities. In the former case, there was

» ¥

an except1ona11y strong ”proV151on of serV1ce" rat1onale because of the De-
partment's commitment to the disadvantaged. In the latter, the rationale
was the growing'Departﬁental commitment to offender rehabilitation,”

In short, expansion to the inmate training projects would provide benefits

and provide additional information thch would be useful in decision-making
*

o

relative to the eventual implementation of a nation-wide program. These

reasons, along with the enthusigstic backing for the experimental and demon-

A

stration inmate training progran ‘in OPER, led to a general agreement to pro- )

vide bonding once the 251" proféots were operational and 4rainees were entering

]
’

the' job market.’




.

't;§7ive barriers in the way of expansion'of bonding to these projects. The

funding situation for future bunding activities was uncertain and'there were

(no available staff w1th1n OPER to meet the additlonal admlnlstratlve burdens
\wb1ch, it was expected, would result from such an expan51on.

> In order to overcome these obstacles, an agreement was made with an on-

gdinf E&D progect the Experimental Manpower Laboratory for Corrections at
the Qraper Correct1ona1 Center at Elmore, Alabama, to modlfy its ex1st1ng
contract im order to: 2
. . _ 3 .

explore the feasibility of maintaining and operating a
central resource unit to administer bonding coverage to
~ex-offenders . . . The principal recipients of this

bonding coverage shall be {but not limited to) ex~qffenders
coming from correctional institutions which are now, have
been, or will be conducting prisoner training projects
under Section 251 of the Manpower Development and Training
Act as amended.*

|

In particular, the Draper staff were to conduct the following activities:

[ Organize and arrange an administrative program for providing
bonding coverage to ex-offenders from prlsoner training pro-
jects under Section 251, as needed;

Organize and conduct training sessions for bonding certifica-
tion agents from prisoner training projects amder Section 251,
as needed;

Collect, collate, machine process, and analyze data gathered
in operating the project, including a narrative analysis with
recommendations for future 1mp1ementatlon.**
The Draper E&D project was one of the three original experxmcntal
projects in the nation instituted by the Department of Labor in order to
test the feasibility of manpower training in congectional settings. It

was designed to demonstrate that the provision of training and related ser-

“vices would- render the institutionalized offender employable upon release,
-

* Revised work statement for Contract 8201-69—06/based upon Modification 1.
** Thid. |




’ and.hopefully would reduce the rate of recidiVism.* The project had parti- |

- cipated in the E§D bonding activities from fheir_inception,‘and had been

@ -

highly pLeased w1th the results, submitting a recommendatlon that the program

K]

be continued because "1t has been 1nstrumenta1 in placlng graduates in many

different jobs, even those for which bonding Was not an immediate requirement.''**

During the two-year period when the Experimental Manpower Laboratory was

.

responsible for the Section 251 projects, the Laboratory staff trained 31 bonding

‘certification agents (including staff from State Employment Services and Correc-

tions Departments), and responded to questions from these individuals concerning -

the conduct of the profeét. Laboratory staff originated more than 2,000 pieces . ;
- o )
of correspondence to meet request$ for information or to conduct related adminis-

‘trative activities and provided additional guidance'by telephone. In addition to

this, the staff conducted an analysis of their activities including development

of profiles of hondees and review of administrative procedures, The final report

o . .

issued for the bonding activities in the '"251" projects contained a variety of
conclusions including: ' -

- It is quite clear that the ava11abii1ty of bonding has helped
job-qualified ex-offenders receive jobs they would not have received
!otherw1se.

= "~ As far as the effectiveness of a central agency's administration )

- of the project, there have been only minor problems...it is estimated-
that in order for a central agency handling about 30 agents to function
as a training center, provide problem-solving and question-answering
services, and maintain data collection and analysis, a total of at _+
least. one day a week for a director, one half day a week for a typist,

Iz}

and two days for a data analyst are required,*** :

* The activities of the project. between 1964 and 1968 are summarized in
The Draper Project: Final Report publlshed by the U. S. Department of Labor,.
Manpower Administration.

-

** Ibid., p. 89. .

. a

*** Bonding Assistance: A Demonstration Project in the Prisoner Training Programs;
pp. 12-13. - . A

L]
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5.3, 2"ExPansion to the Status of a_ National Program

" ‘Given the grow1ng consensus w1th1n OPER that the Tra1nee Placement A

tance Demonstratlon Projects were prov1ng the feas1b111ty and ut111ty of bond-

;lng, 1t was onlypa matter~of time before OPER:staff would press for 1tsi~
adoption‘as a national program; Theismooth record of‘previous expansions

un:served to. strengthen this conV1ct1on, and the cont1nued demand for the progrqg\J/;/}f%;A

L

from- many parts of - the country which were not” yet part1c1pat1ng provided st111

- more momentum, The requests for further expansion of the” program 1ncluded
the . following ’

- o Mak1ng bonding- ava1lable to each of the. nearly e1ghty cities
which would have CEPs under a proJected expans1on of that .
program - . :

o Mak1ng bond1ng ava1lable ‘in’ those c1t1es in whlch the Nat1onal
Alliance of Businessmen Job Opportunities in the Bus1ness Sector ‘
(NAB -JOBS) ‘approach was’ be1ng developed S
° Mak1ng bond1ng available in the C1t1es in wh1ch the "Comprehens1ve
" Model for Local Office Reorganization (COMO) of the United States
Tra1n1ng and Employment Service" was be1ng 1mplemented ~ ¢ S

o Mak;ng bond1ng ava1lable to add1t1onal Employment Service offices
’ whlch were request1ng 1t. :

o

Thus,_for example, 1n the COMO cities, the trad1t1onal ES office struc— : S

4

'ture was be1ng rev;§ed in order to better match service del1very to the needs

. of Job app11cants ~Part of the COMO model .involved 1ntens1ve employability

°

'development services for the d1sadvantaged USES policy'makers therefore oo
'advanced the argument that the ava1lab111ty of bond1ng would be another useful
sérvice wh1ch the COMO ES Local 0ff1ces could offer to help the d1sadvantaged

.’Th1s argument 'was accepted by some’ OPER off1c1als, as can be’ seen 1n the

(

follow1ng excerpt from an- OPER memorandum.,

We could exténd bond1ng to those (three of the six COMO) c1t1es A
that do not now have it without any trouble. Unjt- usage would be
minimal for the first 3 to 6 months. I think we should. *

~

o

»

3
-

- N - o S
Internal OPER memorandum, dated July 15, 1970.
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As in the case of the expansion to "251" pro;ects, these proposed ex-

"»pan51ous would‘have p1aced,an add1tlona1 maJor admlnlstratlve burden on OPER o

o

A

staff. Expandlng the program nat1onw1de would, 1t was thought have the

effect of prov1d1ng bond1ng at all local ES offlces in the country, hereby

ensur1ng 1ts presence at the expanded CER, NAB JOBS and COMO c1t1es W1thout

any suchnaddltlonal burdens. o T ' . .

[2]
.

In short,VOPER was faced w1th a V1rtua11y unprecedented 51tuatldn 1n : _f

: terms of E&D programmlng' program operators were pre551ng to 1mp1ement a

o
-

: product of exper1menta1 and demonstratlon act1V1t1es with no pressure to do -~
.- Y . ~
SO by'the E&D staff W1th no money avallable to pay for staff to run the pro-z
: s
: gramb and;W1th no. assurances that e1ther the Congress or the Department wdb»

~ e . . A dv

w1111ng to fund the program 1ndef1n1te1y . o -

Another ratlonale behlnd the dec151on to "go natlonal" was the strong

~fee11ng_W1th1n'0PBR that 'you shouldn't fund a program»out of EgD forever"
and thefaccompanying'consenSus.that there was'enough evidence°to show.thatﬁ

v .
-

bond1ng should become an operatlonal program.v' o _

!

Seeh in ‘this 11ght the declslon to expand the Trainee Placement Assis-

'.tance Demonstratlon ProJects to the status-of a natlonal'program representedv
. ﬂv . ‘. ’ - . R ~-,‘

the choice of one of the two basic options foreseen by E&D program designers

: ) N 2 . : .

at the commencement of their efforts. According to the procedures under

which E&D projecﬁb'were deSigned and operated, experimentallprojects would oy

either be shown'to be useful and viable or they would not. In thefformer . r

case, the projects would be turned over to an operat1ng agency so that newer

o

E§D projects could take the1r place. In the latter, they would be termlnated _
for the same reason--to permit the deVelopment of add1t1ona1 E&D act1v1ty
I have always emphasized that we were squeez;ng out time and -
money for new projects by holding" on to old ones. Our function e
was a broad one to find out about an idea. But- this means to '
abanddn - it after you nurture it. It's got to go sooner: or-later,
and if-it dies, ‘we learn that it had-no staying power. It is
. therefore necessary for operating agencies te pick up a program R
after we are done with it, or’ else it must d1e. rﬂgﬁg

n\"

- .1 S‘f
L,
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Because of th1s, 1t was clear that OPER would haVe to g1ve up. reSpon51—

» b111ty for bond1ng "sooner or later 1" The "sooner" p051t10n ga1ned in

. strength as the conV1ct10n grew that bonding had zlready. proven 1tse1f to be

. -

useful. Although the factual basis for this conc1u51on was 11m1ted—*con51st1ng

i pr1mar11y.of data on numbers bonded an ‘the low default rate—-a consensus grew

hd q -

'that bond1ng had an 1mportant role to play in future Operatlonal manpower pro-

)

:gramm1ng

. . . ] . —~
v . . . .

- -

‘>f'The comments of several Departmental off1c1als are typlcal

- - a

. ' To*my knowledge bond1ng~was the most succeSSful program to
‘come out of. BGD..._ ‘ : v o '

e
Y

I am proud of the program. I, think it is one of the better,
th1ngs the Manpower Adm1n15trat10n has ever: done._ »

My randomly gathered 1nformatlon on exper1ments with bondlng ‘
indicate that the programs have been rather successful, and at a -
low Federal cast.* - v,

« . p. 2

“'For all of these reasons, the deplslon to make bond1ng a natlonal program

appeared to represent 4 loglcal extension of the EGD obJectIve of promotlng
/ .
fthe ut1112at10n of its results The tlmlng and detalls of the transfer to

Al

: operatlonal natlonal-status were, however, dependent upon resolution of a,

4

AN

number of techn1ca1 issues concern1ng.

a

e the legal (1eg1slat1ve) author1zat10n for a national bonding

~program . .
/fs prog . . * .
/ B
‘e -the commitment by an operatlng agency of suff1c1ent staff and -
o funding to insure adequate adm1n15trat10n of the program,
. X

During 1969 and early 1970, OPER staff sought to find acceptable ways to solve
these problems. By, the summer of 1970, a satlsfactory set of agreements was .

-,

completéd with the USES; agreement was reached at that time to transfer

responsibility for program administratien to that agency in Jaauary, 1971.

[ N -

.

-

- . o . |
*Internal USES memorandum dated July 30, 1970.
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OPER staff members hadgenerally agreed that the E&D bonding prOJects could

k
be transferred to the°Employment Serv1ce 1f they were pnoven tofbe useful

)

According to one of them
) There was no doubt that the ES should get it if bondlng were to
become a national program. It should be an ES program and so the T
- USES should Tun it.

At the same time, however there were. a number of concerns ~among Departmental

v -

>
a

B T staff concernlng USES adminlstration of the proposed national program There

‘a

-~

>was some ' doubt whether the'USES would assign’ enough staff to adminlster the

.program properly and'whether sufficient funds would be committed to the pro-

. -
- - ]

_gram to continue An an effective manner. This secondvconcernnis exemplified . -

S
. a

by an excerpt from,a Departmental memorandum:

. One of the problems I see regularly is the reluctance of the
ES state people to '"carry the bali." My impression is that many
,of them view “this program as just another bother.from Washington,
+ or a boondoggle, or a strain upon an already strained staff, or a .
- reward for people who should be punished; or they are afraid to
bond anybody for fear, of default and a blot on their (ES) escutcheon,
.many of them have little’ or no creativeness or desire to use bond-
‘1ng as- a job development tool.*

;;///df%hany of these aspects of ES Local office operations were acknowledged,

_by USES staff}. As a result, a number qf‘site visits and training.séssions were =
conducted either by»USES staff along or in coordination with OPER. But'these
efforts did not.result in full OPER confidence that the<Employment Service

could properly implement the program, | | ’

In’short, the USES was considered to be the logical candidate to admin-
ister the program, but there remained some doubts aboutxthe commitment‘of -
the'Employment Seryice torun the program effectively. _This dilemma
was summarized by one.QPERxofficial in thebfollowing manner: - - N

Our problem was to get the program to the ES to be used asé o

- an operating (placement) tool and then ‘to make sure that the ES
pa1d enough attention to it.

v*InternalfOPERbmemorandum, dated January l?, 1968.
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~ The resolution'of these concerns about the Employment»Service, and the

- related-legalflegislativeiissues; occurred in the summer of 1970' The original e
_MDTA Section 105 authorlzatlon for the bond1ng program exp1red at the close of

"

'Flscal 1970;‘ As noted below, tﬁe Department dec1ded against seek1ng renewal B s

- of thls author1ty due - to a broader. p011cy decls1on aga1nst seeklng pefpetuatlon

+

'of‘categorlcal leglslatlve author1t1es at a t1me when decategor1zatlon e,

Y T R . -

was being Stressed" As a result of thls, dur1ng calendar 1970, a number of

“.agreements ‘were reached to prOV1de cont1nued fund1ng for bondlng from other

a

~sources, In part, this fund1ng-waskdrawn from‘the general.E&D authorlzlng .
| ’Language in’ Sectlon 102(6) of the Act. But in additiOn—to.this,‘the‘USES | .
| agreed to seek fund1ng for ‘the program and eventually was able to utrl1ze
i$100 000 of MDTA T1t1e IT unapportloned account funds for this purpose _ .

o Thls agreement by the Employment Serv1ce to fund the bond1ng program | |
through T1t1e II funds was perce1ved as a maJor breakthrough by OPER staff,- “. _ gz“
jslgnallng a maJor commitment to the program. The first wr1tten evidence of
"this commitment by thevUSES is contained in a memorandum from an Assistant to
 the Director of the-USES'to one of his subordinates in July,’1970>which )
noted the'apparent success of the program and'then.asked the question:

Since the program has been funded by E§D for the past few

years, I wonder if now isn't the t1me to con51der going nationwide
with it?*

’

With both the funding and legal authority issues resolved, the USES

and OPER reached agreement upon the level of staffing to be assigned to the

bonding program at the National Office lekel, and planning began for the

»

- transfer of the bonding program to nationai'program status. 4

L

) B . B ’

J*Internal USES memorandum dated July 30, 1970.
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In the f£all of 1970, USES and OPER staff met frequently to plan the _
process of'transition.' After seVeral meetings with the McLaughlin Company,

it was agreed that no contract modifications were required in order to accommo-

date the proposed expanslon Agreement was_ ‘reached that there would he c1ear

T

advantages to both the Department and the McLaugh11n Company 1f a new procure-

'ment were avo;ded; and that Un1ted Bonding Insurance Company should continue

© 'to serve as underwriter -- at least during the initial period of nationwide

operation.* The stated reasons for this included:

o

e The United Bonding Insurance Company has ‘developed unique
capabilities in handling the Bonding Project through four and
one-half years experience -- experience which will be available
in making actuarial dec151ons and evaluatlons

° Un1ted Bonding has already establlshed a computer system des1gned

"~ to handle the program and reports and is willing to adapt it as
necessary. o

e A certain rapport has been developed between United Bonding
° officials and State ES staff.

e Dealing with new and different groups of people requires reorien-
“~ tation, and results in a lack of coordination and cOnt1nu1ty along
with the loss of the '"personal touch." . %

e Both the United Bonding staff and MA staff feel that a shift to °

other insurance carriers will jeopardize the entire Bonding
Program.*

The proposed'rationaleb for the creation of a nationwide Federal Bonding
Program and the operating procedures for the program were drafted.in the USES
and revised considerably in.response to suggestions made by OPER staff.
Agreement‘was reached that the reporting system‘based upon MTﬁ&lO forms would
be terminated once the E§D phase was fullf completed-in June of 1971.

Finaliy, a training program for foturé Sponsors'of the Federal Bonding

Program was held in December, 1970, with participation from both USES and OPER.

'

.

*Internal USES memorandum, dated September 17, 1970.

L4
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N

'to transmit guidelines for program operation .

-

With the completion of tHese steps, expansiongto nationwide status could ;
. . f N . - N . . “.‘, . .
Al - : . .o . o

proceed. Formal notice -of thé expansion was contained inJTraining and Employ-

ment‘SerVice Program Letter (TESPL) 2624, dated Januar} 25, 1971. The stated .

©

_purpose of the TESPL was to "announce the expanSion of the Fedéral Bonding

"Program on a nationwide baSis, thereby making it available ds a regular part

v

" of the placement prociss in all local State Employment Serv1ce foices, and

t ‘ .

v

Afs 4 Program De51gn Changes P - eva ' . | "

During the period when the bonding program was expanding from ten indi-

v

- vidual projects to the status of a national program, a number_of baSic changes

]

, in program design were implemented. These included: . | .

] encouragement of program publicity, flexibility, and the abandon-
- -ment of the "self-implementing program congept :

1 ,
° redefinition of target pbpulation
®. an- (attempted) addition to the reporting system to permit collec-
tion.and analy51s of data on '"bonding aSSists" ~ .

° the relaxation of restrictions on bonding unit utilization
e the renegotiatlon of the price per unit from $l 75~to70 cents per
unit - : , s CoEy

- b - .
~ { - 7
-

@ the modification of the contract in ordér to require the under- °
writer to take on program participants through normal commercial
channels if such requests were made after eighteen months in the n
prégram. o

On the other hand, there have been no significant changes in program de-
sign because of the transition to the national program or since that

time. This continuity appears to be primarily the result of the general ¢on-

,sensus’within the Department that the program has been proven useful and thus

‘requires no changes. In the absence of any maJor problems which have come to

the attention of the USES administrators, it has been felt that there is little
Y ;

*Page 1. The full, text of the TESPL (including three attachments) is

20
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included -in Appendix A to this paper.
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’reasdn-to question'these widely'held beliefs and that there is little basis

" activities on the part of program Sponsors.

upon Whlch changes should be 1nst1tuted B

5.4.1 - Encouragement of Prog Pub11c1ty, Flexibility and Abandonment
" of the. Self-Implement1ng~PrAgram Concept

During the bond1ng program deslgn phase, it had been believed that the

. Trainee Placement A551stance Demonstratlon ProJects would be a "self- 1mplement1ng

s

program;" that 1s, that the rogram could attract a suff1c1ent number of par-’
P P

t1c1pants to- achleve the experlnental objectives w1thout any promotlonal
; .

- This belief was held for several reasons. First, the _hotion that demand
4
for bonding would be brisk led to cqncern on the part 'of the planners that
too much pub11c1ty might result in consumptlon of all avallable units before

‘there was time to collect and analyze suff1c1ent data concerning the bondees

Y

and the1r on- the JOb experlence
. Secondly, it was feared that promotlonal act1v;t1es would be counter-

productlve in that they might lead employers to require f1de11ty bonding

for ex-offenders even though they had not done so in the past. ‘(Thls would

have resulted in a short run increase in demand for utiliaation of the'bonding

program. ' But lt Qas seen as counter to the longer run hope of minimizlng‘

or even elininating the need for special government supported bonding programs,)

For these reasons, bonding program Sponsors'rere warned repeatedly against |

"overselllng the program.' This message was stressed in the May, 1966, pre-

rmplementatlon tra1n1ng conference for Sponsors and in 1nformal communications

betqeen the Departmentland the Sponsors.- One part1c1pant in the conference

remembers being warned to avoid a "precipitate stampede’of'potential bondees . ''*

.

Q

-4

L

*Report of a Bondlng Sponsor, "The E&D Pro;ect' The First Four Months," .

,undated
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As the program was 1mplemented however, 1t soon became clear that
 the problem was not too many bondees, it was too few, The bonding projects

 were eons1dered to be operatlonal in late June, 1966.. A stronéninternal

OPER memorandum in August, 1966, reacted to the fact that only a dozen .

o

people had been bonded during the first full month of bonding. o ‘ o o

.

The progress on bonding 1s so'meager as to suggest fa1lure v
Give me a report on the step you plan to make to make sure we do
all we can to make it a success.* :

¥ v
A report for the Secretary prepared at roughly the same time was more

. P }
. cautious: ) . i .

u

" First returns indicate that Government financing may not
be a very significant aXd in overcom1ng barriers to employment
for such persons.

~ In the first six to eight weeks of—pllot operations by ten
agencies, only 13 placements Wlth such assistance have been made.

' Whether th1s means only that more start-up time is needed or

that inability ‘to secure commercial bonds had been used as an’

excusé to deny employment rather than a genuine problem remains

to be seen; the next three to four months should prov1de strong

" . evidence on this,**

The evidence of the '"next few months" referred to in this memorandum is

presented in Exhibi's-\l below. As this figure shows, the pace of new certifica-
g tions did not increasebdramatically in” the months after the August memoranda

were issued. Ey the close of calendar 1966, only 74 individuals had been
bonded. Roughly half of these individuals had been bonded through the six L&l
projects which had been serving as .Sponsors; roughly half had}been bonded by

the'(originally four and then six) ES Local Offices which weTe also sponsoring .
_ 4

*Internal OPER memorandum, dated August 19, 1966.

**Memorandum for the Secretary of ﬂabor,(dated'August 18, 1966.

L
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Initial Progress in Bonding Program

(Calendar 1966)

Month . Number of New Bondees ' No. of ~Net
Terminations Bondqu

. . Exhibit 5-1 | o - L
ES Offices EGD Projects = fications ‘

" June | 1 | S .o 1
July _ 6 - 6 12 1 12
August 5 6 1 5 18
Septomher “ 1 ‘. "6 7 " : 0 ' 25
October 7. - 10 17 9 33
Novemberv .5 ’3 8 2 39
. | .
Deccmber‘ 13 5 18 -3 54‘
Totals: 38 s 1 20 '
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bonding projects.‘ Moreover, 20 of the 74 bondees had already been terminated

by that time, leaving a total active bondee population of only 54 by the end.
of the first six months of‘operational program activity. |

This disappointing initial record led to a number of investigatory activi:

ties on the part of Departmental staff USES staff members. conducted field

visits to the four ES bonding Sponsogs 1n'th;’5umm;:;::iii

’report covering these visits 1nd1caﬁed that ES Local 0ff1ce staff be11eved . .

that the follow1ng factors were serV&nz as maJor barr1ers to the full ut;11za- ¢

tion of bondﬁ!h-serv1ce. o R : _',
. " ) L4 ' .
e Emp oyers simply do not want to hire felons. ...Bondability as a ;
hiring requirement has frequently been used as a d1scr1m1natory
device to screen out ex-offenders.3
‘e’ Legal restrictions frequently bar from suitable employment persons
whom the Employment Service: could now bond .
e The tight labor market (of 1966) has Pcaused employbrs to reduce ,
hiring requirements (and therefore) more .jobs are now available .
R without bond1ng as a. requlrement . ’ f .

e Some bond1ng companles ins#st on an exclusive contract covering
all employees (and therefore employers: choose not to participate * &
in the federal bonding program, for: fear of jeopardizing their '
bonding coverage on alI other employees). . J

e The shortage of work qua11f1ed app}iEants for presently bondable
positions restricts full use of bonding service.*

1
s

It should be noted that these factors were based upon the impressions of
. L}

ES Local Office staff; there were no‘éffortﬁ:io determine, for examble, the
relative importance of each of the lﬂsted factors. .

At the same time that tQP ES field visits were underway, the OPER (DMPP)

[ planners who had participated in the bonding program design were given the

assignment of reviewing the (lack of) progress of the projects to date, and

Fs
-

preparing their own analysis., e

-

.~

*Internal USES memorandum, dated Octgber 12, 1966.
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Both the USES and OPER reviews of thp situation came to the. conclusion

ot that certain aspects of the program as originally implemented were not

particularly effective and it would therefore be appropriate to revise the

- ”

"model" somewhat in.order to learn about. the usefulness of different tech-

. n1qhes and procedures. In partlcular, it was contluded that the concept“?f

n"n -'". -

-

wawsellemplementlng»program‘dld fiot: appear ‘to be appropr1ate. Sinc¢e bonding

- . -

. w1thout pub11c1ty was attracthg a 11m1ted number of program‘partlclpanbs,

. ]

- it was decided that it would be useful to legrn whether or not the add{tlon

- , . .
of promotional activities would make any difference. ’Accotdéngly, actions

. 3 .
- A ~ ’

were taken to promote bonding among ES énd EGD Sponsors, among employers,

and among insurors: ' ) ‘ . o

. "

. Local Office staff havé been advised’ byvthe National Offlce .
« - to actively promote the bond1ng progect with both appllcants and .
gmployers. . o'

4 [ w e - .
R our judgment, it is now abundantly clear that this program
is not s®lf-implememting. It has to be sold not only to empldyers,
but also td\the surety bond industry... '

Ultlmately, staff time will have to be spent developing re-

® lationships with selected employers and social welfare organiza-
tions concerned with rehabilitation of offenders, etc., to utilize

. the existing rzeservoir of empathy to make available jobs to client ° .

L groups. -One should not have to "sgll" every employer in Ch1cago
: to place thg\few hundred bondees in oyr program, ** . S

%

Following the1r-rgv1ew of these f1nd1ngs and conclusions: OPER pfficials
| decilled to schedhlé a training session and "seminar' in December, 1066; for .

" the purpose of gaining additional feedback from éponsors and for transmitting

>

- suggestions for improved program performance; e s s
& The twofdéy.sessioﬁAwas dgsigned specifically to: ?;{“\ .
' ' - ’ 7 T . .
v . - . 7 - X
. e l
- ~ *Internal USES.hmemorandum, dated October }21 1966.
**Internal OPER memorandum, dated September 7, 1966. - o
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...seek out why certain USES officers are using slots and others
are not; and why certain of our (E§D) Sponsors have not filled
even one slot; and finally, what can be done to make this program
work,* . .

The results of this .conference reinforced many -of the conclusions réached - -

-
o

: . . " x

by the QPER and USES staff in their.earlier reviews and monitoring effdrts:
e e ‘Although bonding was an important barrler ‘tb employment of ex-
- ) offenders, removal of thls barrler does not guarantee placement;;

- Rl

- [
s

L] Addltlonal flex1b111ty wis necessary in adm1n15ter1ng the projects. .,

at the local level; . _
‘* ‘ | e There a;y be maJor beniofits fro; innovative promo£;0n31 aét1v1t1eb .
- by lpcal Sponsors. - _ . - . e Ce
Fach of these is described below. - : o . v
< fa) iBondlnggps.Necessary But Not Sufficient . | -u. i . n
-.«" .:'Reports from sponsors of EQD.prpgech ﬁéd ofte; suggested that bbnding * ’

1] e L - 3
.was a factor in‘the difficulty of-placing ex-offender trainees. The initiad

hi El

“?®
»

months of experience with the Trainee Placement Assistance Demonstration
> ’ b ‘

o » - ® »

1 - ’

Prdjects indicated that although bonding was necessary in many "cases,” it ° v .

v [
. vas by no means sufficient in overcoming employment barriers. In other words , - © .
: : t [ . . ’

.
o

o . ) ’q“ [ ) N
ex-offenders with bonding were still facing problems «due to lack of stable

work records, employer prejudices, and so forth, This conclusion raised °
questions concerning whether "numbers bonded" was a meairingful- criterién for.

. & 1 4

usefulness of the program. B . --’j . ac "
. (b) Need for Ilex1b111ty X Vet din . . v ‘a ' d )
During the flrst months=of the project, Employment Service personncl - .
weré - found to be exc‘,eedmgly}l‘ autglous in determlmng whom they shodld bond SRS .

in order to ‘be assured that they were bonding the "rlght people."u In ggnerﬁl,

ES Locat Office staff 1ppe1red to be ynwilling to wtake a chance on'a bondce T ‘;

unless the ellglblllty of thqt 1nd1v1du11 were cleqr onm some prcdctermlned

o' ¢ . . N

’

guideline or regulatlon. : . o0

bl
B '
© ~

*Internal OPQ& memorgndum, d‘ked November, 1966. - . .
o . 89 A ‘ ‘
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Given this attitude, OPER staff members began to give increased emphasis

to encouraging Sponsors to' be flexible in determining who should be bonded

and to také a chance on men and women who were.able to meet the single

criterion: 'could be placed in a job except for the fact that they cannot

B ‘.

pé bonded." Thus for example, "bonds _could be used for gases in which

» .«
@

* employers refused to hire ex-offenders without them, even if there has been

no previous requirement that employees:be bonded. This ‘point wﬁz\;¥igssed

Ve

in the hecember, 1966'méeting and at subsequent meetings as well,

. The redefinition of the bonding program target group can be considerecd

“anothgr example of administrative flexiﬁility. This redcfinipion is

. K

dlscussed in Section 5.4.2 below.

N *
-

’ (c) Use of Promotional Activities - R

. e s

. Given the small numbers of job seekers who had been bonded during the

v a .

early months of the program, OPLR staff niembers began to encourage pub11c1ty

*
for'bonding act1v;tles in an effort to determlne whcthcr such publicity would
make any difference. ‘In response to thiS'encouragemcnt,_loca{'Sponsors. .‘

.initiated a wide’range of.promotional and related activities. In several

¢ P

* 1% 3 L4
cases, posters publicizing the program were distributed.* A supmary of some

" of the other act1v1t1es undertaken by mosthponsors is prescnted bciow
a,

" @ <The use of quotas for counselors and-: JOb develOpers. Counselors
were given a quota of profiles for potential bondees to submit;
job developers werc given quotas for bonding job orders.:

e High emphasis to bonding'program in staff mcotings; active rela=°
tionship bctwcen _bonding ccordinntor“and cqynscling staff

o

- ® Exp11c1t attention te the possible objections, prejudices,. or
. fears which employers might feel concerning hiring ex- -offenders.
’ D15cussxon of these matters at staff meetings. ’ LY
e. Issuance of explicit instructfons to job developers to "dxneu'
- and promote the project with employers during fleld visity and
telephone calls." ‘ s , - ”
PIES hd ~

1 0 3

*A cepy of one of these postcrs is 1nc1uged in Appcnd1x A ko this pdpcr.

\
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e Explicit attention at staff meetings to techniques of explaining
the availability of-bonding to individuals who might be conceal-
ing their need for this service.

e Use of telgwision programs for publicity, especially "Opportunity
Line'" programs which seek to promote job matching through the
Employment Service.

»

’

e Attempts to contact all federal, State, and local penal institu-
tions in the area to acquaint them with’the project. - Specific
attembts to discuss the program with counselors and parole
officers at these institutions.

e Direct outreach to prospective parollees while they are still
incarcerated.

*

e Distribution of promotional flyers to employers and relevant
community agencies. :

Shortly after the December, 1966, training conference, the pace of bondee
placements increased. Although analyses of specific sponsor techniques and

rate of utilization of bonding units were not conducted, there was general

agreement in OPER that the decisions to promote flexibility and permit promo-

tional activities were good ones.

This understanding was supported by the finding that those Sponsors which
.appeared to be bonding the greatest numbers of job applicants were those which
appeared to ha§¢ the most aggressive approach, and the greatest commitment to

utilizing the program. Thus, according to one OPER official:

There were some important variations in performance at the
. sites. The biggest factors were the man in charge of bonding at
the site and the presence or absence of a screen-out philosophy
among ES Local Office staff.
A USES official concurred, adding that there was a tendency on the part
of some ES Local Office staff to '"screen out those who needed the bonding most,"

because they '"viewed their job of serving employers as more important in the

long run than the promotion of ex-offenders into jobs. that required bonding."

91




5.4.2 Redefinition‘of Target Population

" As indicated in Section 4, both the Congress and the Department had

thought that the primacy beneficiaries of the bonding program would be MDTA

training program participants. But, as the number of bonding placements re-

mained substantially below intial predictions, greater emphasis was.placed

upon the phrase 'participated in federally assisted...counseling'" in the Sec-

tion 105 bonding legislation. This clarification stressed the fact that
since anyone coming to an ES Local Office or E&D project generally received
some counseliﬁg, if he or she needed bonding to get a job, ﬁe or she could

be considered to be in the primary target group for the program.

In other words, OPER officials recognized that there appeared to be less
demand for bonding on the part of training p am participants than had
been anticipated, and they were flexible eqpugh to;adabt tge program to meet
the greater needs of other groups -- namely the general ex-offender popula-

3 tion. Although the official program name remained the same, Trainee Place-
ment Assistance Demonstration Project, the OPER staff acted to redirect the
program to a larger target group than MDTA trainees. -

The effectiveness of this shift :n direction is perhaps most clear
in the case of the program expansion :& cover the "251" inmate training
graduates According to a report on this aspect of the bondlng program pre-
pared by the hxperlmental Manpower Laboratory for Correctlon;
As originally envisioned, (this aspect of the) bonding project
was focused on helping the ex-offenders who had "251" training, but
as it turned out, the bonding project has been more successful in

assisting ex- offenders with varied experlentes and background> who
could not obtain the job without the bond.

9. .
~
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An apparently significant finding in this analysis reveals thut
6 (5.2%) of the bondees had some 251 training.*

In this case as others, the implementation of the bonding projects appeared
to demonstrate that the program was useful for many ex-offenders, but not
primarily for the originally targeted MDTA traigee groupgg

This redefinition of the program target group and priorities was first
presented to the bonding program Sponsors at the December, 1966, training
session, and was re-emphasized periodically at other training sessions. Al-
though it is impossible to attribute any causal inferences to this fact
given the available data, bonding placements appeared to pick up substantially
following the December 1966 training.

-

5.4.3 The Attempted Addition of "Bonding Assist' Data to the Reporting‘
System ) : )

The slow pace with which the bonding program got off the grodﬁd~hdd other

impaéts upon the program de%ign. As the total number of bondees placed remained
significantly below Departmental"egpectations, a growing belief developed that
the program was providing gzhgz_bénefits which did not appear in the available
rep;rting system data. In particulgf, the belief developed -- and continued
throughout the life of the program ‘: that the program was having widespread
impact beyond the sﬁall numbers of individuals wh§ were utilizing bonding units.
Thus: for example, the initial field visits to ES Sponsors in the summgr

of 1966 revealed that Sponsors believed that there were numerous incidents/ in

which employers agreed to hire job applicants, once they knew that a bond was

available for them. In other words, the belief grew that in some cases it

wasn't the bond that was standing as the barrier to employment of ex-offenaers,
but fathef, it was the "unboﬁhabili%y" of the job applicant, or the employergt
belief that they could not hire such persons because their bonding companies

forbade them to do so.

[ 8
*Bonding Assistance: Demonstration Project in the Prisoner Training
Programs, Experimental Manpower Laboratory for Corrections, 1972; p. 12.
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In the fall of 1966, two State Employment Service Sponsors presented
s}atistics which indisated that the number of individuals placed wheg'employers
merely knew about bonding far exceeded the number of individuals placed
through actual utilization of the program. In what was to become one of the
most widely quoted stétiéf%cs about the program, the éalifornia Department ot
Human Resources reported that during the early months of the program, there
were roughly eight '"placements without bonding" for every bonding placement.

. In order to gain a more comprehensive understanding of this important
effect of the bonding program, the USES staff developed the concept of a
""bonding assist," and defined it to be a placement which was made possible

.

when an employer was told about the program -and then agreed to drop the bond-
ing requirement for the ;ob applicént as a result.

It had been anticipated that accurate records of such cases would have
been possible as a result of the utilization of the MT-110 forms, but, as de-
scribed_above, these forms generally were only filled out for placements in

- p
which the bonding program was actually utilized. In response to this finding,
the USES issued a memorandum in the spring of 1967, reiterating the importuance
of ES éponsors acting to

...instruct all the interviewers and counselors utilizing the bonding

program to report all instances in which availability of bond was

discussed with the applicant and the employer, and although no bond

was certified, its availability was a definite factor in the place-

ment which resulted. ‘

Compliance with this request was sporadic; only a few Sponsors reported
bonding assists on a systematic monthly basis. The scattered evidence received
by the USES suggests that the initial estimate of an 8 to 1 ratio was somewhat
excéssive. Review of a number of monthly progress réborts from one State

v

which produced regular reports indicates that in many months, the number of

assists fell below the number of bondings.




3

But despite this lack of corroborating evidence, the original statistics
continue to be supported by observations by Sponsor staff, and the belief
has persisted that the program is promoting large numbers of placements which
do not show up on the monthly status reports.

Thus, for examplg, the 1972 Experimental Manpower Laborutory report on
the bonding experience with the "251" projects includes the following state-
ment:

It.is quite clear that the availability of bonding has helped
several job-qualified ex-offenders receive jobs they would not have
- received otherwise... o
The data do not reflect the numerous job placements that were

made by...(project staff) merely because they mentioned that the

bonding was available to employers. However,-almost all (the staff)

reported that they had placed several ex-offenders without having to

negotiate the bond. It appears that the bonding project has had im-

measurable far-reaching effects. The mere mention of the bond has

apparently helped muny ex-offenders land productive jobs.*

5.4.4 Relaxation of Restrictions on Unit Utilization

-

As the bonding program developed and experience with bondees and employers
grew, program Sponsors began to make suggestions to modify certain elements of
the program design. Two such suggestions were advanced by a large number of
Sponsors, both informally and in reports to the Department.

First of all, Sponsors indicated that employers often demanded bonding
coveraée in excess of the 10 units per month ($5,000 limit) specified in the
contract with the United Bonding Insurance Company. Secondly, Sponsors felt
that the one-year 1imit on length of coverage in the program directives was
inadequate and might cause participants to lose their jobs after the one-year

period was over.

J - L4
*Bonding Assistance: A Lemonstration Project.in the Prisoner Training

Programs, p. l.Z.
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In response to these reports, OPER staft considered reluxation of these

two limitations on unit usage. There does not appear to huve been uny vbjection

' R v

to these changes, probably because they would.have the double result of im-
proving the attractiveness of the program to employers and of increusing the .

still lagging rate of unit utilization. The following changes were theretore

>

included in a June, 1967, McLaughlin gontract modification:
e ‘The maximum monthly usage of bonding units was raised from v
_to 20 per bondee. This had the effect of doubling the maximum
permissible coverage from $5,000 to $10,000. -

- e The restrictions on length of bonding were removed so that par-
ticipation in the program could continue as long as was necessary
to enable employees to keep their jobs.

5.4.5 Renegotiation of the Price per Bonding Unit

» v

A contract modification executed on June 17, 1969, had the eventuual result
af loweriﬁg the premiﬁ%s paid by thé Department from $1.75 to $.70 per bonding
unit. This 60% reduction in costs can be.attributed in part to the 2% low
default rate for bonding program participants ahd resulting loss experdénce
and in part to the exigencies of the Departmental funding cycle.

The immediate factor requiring renegotiation was funding difficulties
facing the program in the first half of 1969. On the one hand, there were
plans to expand the program to the "251" inmate training projects, and possi-
bilities of further expansion beyond this. On the other, it was doubtful
whether sufficient funds could be appropriated to carry the expanded program
forward at the $1.75 premium rate. Future funding beyond fiscal 1970 was .
even morevuncertain. ’

OPER staff members apprised the United Bonding Insurance Compuny staff
of these factors. In the opinion of OPER staff, the bonding program wés
demonstrably uéeful, but was now in danger of being c¢losed down for luck-of
funds. Tthe OPER staff believed, howeve}. that there was a good chance that

the program could continue, it the underwriter were to propose some contruct
. * .

o
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modifitations which would demonstrate the confidence which it held in the

pregram, and YtjchEWOUId ailow bonding‘activities to go forward while appro-

- »

p}j#fe funding wﬁg;being sought. ' e
.’Affer some negotiation, the underwriter proposed, and the Department
accepted, the following changes:
e An additional 35,000 bonding units would be purchﬂsed with funds

available under Section 105 of the~MDTA at the original $1.75
unit price.

«

e Any additional bonding units required to carry the program through
calendar 1969 would be provided by the bonding company at no cost
to the Department.

e Any units required by the Department after Lalendar 1969 would be
supplied at $0.70 per unit, provided that certain minimum purchase
agreements could be made.

These changes were incorporated in the June, 1969, contract modification.

An agreement to purchase the additional units at 76 cents a unit was completed

in February, 1970.

In the first instance, the lowering of the rates represented a direct
response to the belief that if such action were not taken, ‘the ent{re bfbgram o
would be jeopardized. But the low default rate experienced by.the program
also played a critical role. It is clear, in particular,;tﬁat had thé default
andﬁloss experience not been satisfactory to the underwriter, it would not
have agreed to lowering the rates §o drastically. Yad United Bonding felt
that such a change in premiums was unacceptable, it would have chosen to ter-
minate the program rather ghggﬁto make continuation possiblg.
 0’~ Although the-initiative for the change céme from the Départment, the
lowering of the bonding premiums from $1.75 to 70 cents, therefore can be

seen as a response to what was considered to be a low rate of default of bonding

progsam participants and low level of losses experienced by the bonding company.

= —
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.5.4.0 Coverage of Eighteen-Month Bondees .

The 2 percent default rate encountered in the program also played
a role in a second-.major innovation in the bonding prog}am design, the December, .
.1970, agreemént by the United Bonding Insurance Company to provide goverage a;
"comparable commercial rates" for bonding program participants who had success-
fully complefed eighteen months in the program.

Review of reports provided by Sponsors and the monthly accounting reports

provxded by the MLLaughlln Company revealed to OPER staff members that, in

many cases, bondees remained in the program far longer than the originally "

conceived one-year limit. Follow-up inquiries by OPER and USES staff members

led to the conclusionethat, in many cases, sﬁch coverage was esSential in drder
for the bondee to keép his job, because the employers could find no other avenue
to bond these "*"hbonding program graduates" who had presumably proven their value
as trusted emp{oyees. " : o |

After discussions of this problem were held with officials of the United
Bonding Insurance ?omphny, an agreement was reached wherein the underwriter
qpuld accept -- upon rgquest -- bondees who had participated-in the program .
without default for -eighteen months or more. As was thé case in the rate
reduction, such an agreement probably woﬁld have been impossible had the
unéerwr1ter not believed that the default rate and low level of wages
Justlfxed the change.

OPER staff members viewed this agreement as a "breakthrough' and hoped
it would stimulate other underwrffers to accept bonding program éfaduates
as weil. There is, however, little available evidence that this hgs happened.

y

5.4,7 Changes Under_the National Program N

Comparison of the TESPL 2624 issued in January, 1971, which described

the structure and functioning of the-Federal Bonding Program, with MAO-2-60,

issued in February, 1966, and its supporting documents, reveals that expansion
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to the status of a national program apparently left the Trainee Placement Assistance
Demonstration Project virtually unchaﬁged. The only significant modification |
.in the pfogrhm design and administrative procedures was the elimination ot
the requirement to complete MT-110 forms, and the transfer of the remaining
- monitoring responsibilities f;Bm 6%ER to the USES D%vision of Placement.

Attachment 1 to the TESPL provided the guidelines for administering
bqndi;g as a national program, distinguishing between the responsibilities of
the State Employment Séfvice agencies (which now became the "Sponsors') and
ES Loca} Offices. Sponsors were assigned the fésponsibility for training .
ES staff concerning bonding program:operations, a;ranging for céordipation
of bonding with other federally financed training and/or work experience activi-
ties, certifying forms prepared by local_ offices, and insuring that local
office staff maintaingai;E;;;;ﬁidzgﬁ employers of bondees. Although no specific
reference was made to staff or financing, it appears clear that these functions
were to be conducted without additional staff or funding.

Under the national program, ES Local Office respongjbilities include
identifying persons needing fidelity bonding coverage, determining their
eligibility for tbe program, identifying suitable job opportynities, referring
applicants, Verifying employment, completing required. forms and conducting
periodic follow-up to determine if th; bondee has changed_jobg oy is still
employed. |

fhéﬁabseneE‘sf changes in the program structure at’this time is under-
scored by the fact that no modification of the on-going contract with the
“ United Bonding Insurance Comﬁany and McLaughlin was made. The relationship .

between the Department and its contractor underwriter continued unchanged.
In short, the transfer to national status resulted in no significant
chungeé in the bonding program. Nor have there been significant changes since

+

that time. In retrospect, the reasons for the absence of any modifications '’

vy
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appear. to have been the continuing vonsensus that the program was usetul
as it stood, and the ldck of any data which indicated that any variation in
program design or administrative structure would make the program any more

bo
effective.

-

5.5 The Second Procurement

As was discussed in Section 4, many of the bonding program designers

had hoped that the experience with the program would be sufficient to
persuade insurers to modify their exclusionary bonding policies, thereby elimin-

-

ating the need for future bepartmental bonding activities altogether.
This concern with bringing about chunge in the insurance industry was

continued when the program becume a national program under the Employment ﬂ
b

’ !

Service. Thus, according to an Acting Associate Manpower Administrator for 3
the U.S. Employment Service: ‘ »

One of the objectives of the program is to change surety
companies' attitudes to a degree where they would accept ex-
offenders for fidelity bond coverage...

. We need the support of influential und reputable surety

association members in order to persuade insurance companies to
change thelr polxuxea...

As the .Federal Bondxng Program proceeded without any not1geable problemb,

the‘%onvxctlon“that thes program had proven its utility grew within the USES and -
elsewhere in the Department. Although detailcd analyé;; of programzouéeamés
was not dlelable, it seemed clear that\thoubdndb of individuals had been bonded
and only a handful had defaulted. w:, - :
In addition to this, there were reports of isodated instances in which
insurance Lompanles had made limited exceptions from their exLIusxonary pollLl;b )

for specific elxents. In the abbence of closer Lommunxgatxons w1th the tldellty

¢

bonding industry, thEbe reports served to turther the belxef that thb bonding

- -

+*Memorandum. from USES to OPER, duted May 5 1972.
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program was also achieving success in terms of the expectation of promoting -

5. . * -

institutional change in the inguranee rndustry.

Confidence in the effect of the program upon insurers was a major factor

*
@

in the Departmgnt's decision to avoid any further extension of thevoriginal
bonding program contract after its (eventual) ex‘iration éute of: July 31, 1972,
Instead, the USES and OASA decided that this would be an opportune,time {B
“test‘the waters' with respect to ingurance industry interest in thé bonding;
program, by copdqcting 4 new prochréﬁent. ‘The new procurement was designed

as an RFP instead of aﬁ"lFB, because the former instrument was thought to be

A » -

more tlexible and therefore its utilization would:
...encourage more insurance companies or agents to come forward witle
proposals as opposed to the original contract for which only one
company bid.* .

[

The Employment Servgce explicitly noted that the number of responses to

the 1972 bonding program- procurement could be considered a criterion of the

program's success with respect to the institutional change expectations:

Thé';umber of responses to this RFP should give some indication
of the program's impact upon the. insurance industry.**
) But;'as was the cgse in-1966, there was only one pid. In 1966, the bid
had been from the McLaughlin Comﬁ#ny rep;eéenting the United Bonding Insurance
Company of Indidﬁa.) In 1972, it was the McLaughliﬁ Company representing the

Summit Insurance Company ‘of New York‘andAHouston. The only change was that a-

“‘Memorandum from USES to OPER, dated May 5, 1972, 7/

-

++1bid.




new company had replaced the original bidder.*

The Summit Insurance Company entered 4 bid of 85 cents per unit, slightly

higher than the previous premium charged to the Department under the voriginul

&

contract as modified, based upon statistics the McLaughlin Compardy had prepurced

to sﬁbw an increase had incurred on their “incurred loss ratio" for 1971. -
L3 * 5 . *

After a revigw of the single proposal; the Department decided to énter
into g contract with Summit according to the propcsé& terms. Contract L-72-155
was executed on June 30, 1972, with a period of performance extending trom
July 1, 1972, to June 30, 1975, | - ;

Aside from the difference in cost per bondiﬂg unit, the new contract :
differed from the original primarily by includingia specific work statement

and more detailed reporting requirements; i.e., for bondee social sccurity’

-

number, ‘and SIC and DOT codes for the bondec's employment. A

“

The disappointing response to the second procurement can, in past , - be .
explained by the fact that few of the insurance-industry attitudes described
in Section 4, were any‘different in 1972 than they had been in 1960. |
According to industry sources, many major insurers still saw the bonding

program.as a rather small endeaver and maintained their disintlination to
(.; )
-,

*In fact, there was a third insurance underwriter in the program
between the United Bonding und Summit Insurance Companies. Shortly ufter
the transition to the national program in early 1071, the United Bonding
Company was removed from the list of firms qualificd to do business with the
federal -government. (This disqualification was for activities which were .
wholly unrelated to the bonding pregram) United Bonding had been invelved in u |
re-insurange agreement with the Indiana Bonding and Suréty Company which then
agreed to assume all obligations urder the Departmental contratt. No chgnges in

the program operation resultgd from'this thange. When a, new procurement wus issuced,

the McLaughlin Company decided to submit a proposal with Summit, rathér than with

* . the Indiana g¢ompamy, because of the stronger position of Stmmit in the industry. |

..

.
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participate in either competitive procurements or major programs which

prevented them from ''screening" bondees. .

-

The data collected and presented by the Department of Labor in the RFP,

-

such as the 2% default rate, were not sufficient, to convince insurers that

their previous attitudes towards the riskiness of bonding ex-offenders were

incorrect. Comparable figures were not available from the Surety Association,

.

and soﬁe fidelitx:bonding specialists believed that the 2% default rate was
considerably higher-thap that normalli taking place among those who were
commercially bondqble. Moreovér; Udéfault ragéé"~were not a particularly
meaningful term to members of the‘Sug;ty Association, however useful they

were as an analytic concept to the Department of Labor.

.

Despite ;hé:more than five years of éiperience with the Federal Bonding

4 £

Program, major insurers noted that the total number of federal bondees was

. . ’
very small compared to their ordinary volume of business. Finally, there
appears to have been a(ﬁidespread belief among. insurers that most embezzling

activity takes place only after individuals become trusted explbyees.* There-
fore, any data based upon only eighteen months of coverage would not, in their
opinion, be adequate or relevant. \ . - )

It has also been suggested that the responses fo the RFP were discouraged

by a belief that the existing underwriter contractor was fairly certain to

-

win the contract in the absence of any unusually low bid from competitors.
this were the case, major insurers would have considered it wasteful to

take the time and effort féqqired to bid on the p%a’ract, especially given the -

low level of dollar pay-off.

. -

*One private industry study revealed that the average time from hiring
to default was three years and three months.

103

129




5.6 Rejection of Recommendations for More Staff

The is$uevof apprdbniate‘levels of staffing for the bonding program at - ‘
both the National Office and local Sponsor lefels was raised at several ' i
points in the history of the bonding program. {Many intennal Departmentai ‘ i
analees of‘the implementation of the bonding .program ineluded recommendations '
for more staffing at the Natienal Officefleveli a number of Local ES Offices
§e?ving as Sponsors also made requests for such staff. In almost every case,

€

these recommendations and requests were turned down. T |

5.6.1 ‘Requests for Local Office Staff . = -

©

The original four ES Sponsors of bbnding projects had each been assigned -

between one half and one and one half full-time profesisonal staff equivalents
to administer the bonding activities. But when decisions were made to expand

the program to additional ES offices, these decisions entailed no new

bonding sponsors, but they were 1nvar1ab1y turned down.

>

The Sponsor requests for staff were justified on a number of grounds.

A number of Sponsors indicated that shortages of staff were hamperfng their

LY

efforts at daga collection and analysis. Others sought add1t10na1 funding and

i
[ ad

staff to augment their ongoing bonding efforts in order to enhance their
operatlonal -effectiveness and research capab111t1es Thus, for -example, a

authorized positions. Requests for such p051t1ons were made by a number of .
- 1968 report by one .Sponsor proposed exPan51on of its pro;ect with the, B .

following staff to dellven service and conduct statlstlcal activities: =

The augmented bonding ?ro;ect shoutd have attached to it two
MDS's (Manpower Development Specialists) who would also be capable
of doing expert counseling in conjuncgion with their job development

duties. , i T,

B ¢
In ‘addition, there should be at least one job coach assignéd\toe

work closely with bondees. If the Department of Labor could be R

convinced of the need, a research assistant to keep bonding records,

maintain statistics and provide interpretative evaluations should ’




be included. All support1ve services would be at the d1sposa1 of
such a bonding unit.

This Sponsor eventually proposed creation of 'bonding teams" within Sponsors
i
including a coordinator who plans trainings and directs team activity as well
as condﬁcts educatienal and informational campaigns to the public and to
.‘~employers, two job developer-counselors, one research assistant, one coach,

and one secretary.

.

Other Sponsors indicated that they wished additional staff in order to

¢

be able to conduct follow-up on bondees. “This last mptive was also endorsed

“

in a Departmental memorandum which noted that:

There has not been enough follow-up ®n persons where the ... *, .
employer might be willing to use his own (bonding), company.
after a year or two of coverage...or drop the (bondlng) requ1re- .
ment altogether.v This is due to a lack of personnel to follow up.**
None of these reasons was tonsidered sufficiently per§uas1vewto -

£ . ~

justify the additional staff allocatlon.a OPER and USES staff generally agreed

“

that State Employment Serv1ce agenc1es were always asking for more staff for a
varlety of purposes, and that they;frequently d1d not ut1llze the add1t10na11y
funded positions for. the purposes.for wh1qh.they'were originally requested.

. N

Given this’pervasive pattern of requests,- and a conviction that-the bonding

program appeared to be operating as effectively in those?sites as in the original

implementation 51tes with no additional staff the requests were turned down.
Th1s conviction that "th1ngs seemed to work1ng out ok" was a partlcular{—\

critical factor 1n the decisions.not to fund add1t1ona1 pos1t10ns for follow -up. oD

Given the consensus that the ‘program had already proven. 1¢Se1f through ) )

1

avallable data, it was dfff1cu1t to justify the ‘high cost, of fallow-up s-

- o
. ..
P ks -~
- - . -
. - 4

» R . “a . v - © N . - - -
.o fo be ’ : T s .
*Bond1ng Sponsor 1nterna1 memorandum, dated- December 12, 1968. . e .
) 7,9 N "{ hd - - )

**Internal OPER memorandgm, dated March 25 1969‘ .
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including the costs of monitoring‘ and pressing to insure that follow;up

be conducted in a responsible manner -- in terms of the benefits to be
derived. OPER officia}§ have indicated that they had been 'dissatisfied with
some of the follow-up activities conducted for other manpower programs and
were by no means confident that bondee follow-up conducted by local Sponsér
. staff would be any more éccurate.

5.6.2 Requests for Additional National Office Staff

A September, 1966 internal OPER review of the implementation of the bonding

program first sounded a theme that was to be repeated in additional

assessments of the program for the next six years. The reviewers came to

>

the cg?clusion that if implementation of the bonding progrém were to be
accelérated, it would be necessary to "make arrangements for assuring adequate
M ' . .

inputs of executive direction and staff resources in the (OPER) Office of

.

Special Manpower Programs." The meworandum inade the judgment that

One senjor staff person must be assigned to this program on a
full-time basis for at least six months if it is-to be made opera-
- tionally successful. . s

This stress upon the need for full-time staffing of the program was
repeated in 1971 in a memorandum from OPER to. USES shortly after bonding

. 4 > - ’
became a national program. The memorandum noted the OPER ''concern" that USES

plan ahead to provide adequate Ngtionél Officé staffing because "this effort

breedS‘@any‘inquirics, problems of detail, and requires close relations with

the bonding company.' The OPER conclusion was that it was
necessary that USES assign a specific ‘position full-time for
this responsibility, with occasional backup from others in the
respon51b1e unit.* .

«
9‘ 4

assigned a 51ng1e full-time staff’member at the National Office 1eve1, either

P

- o . A

*Memorandum from OPER to USES, dated March 18, 1971.

. s loe
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when it was an E§D effort or when it became an operational program. Each of
the OPER project officers fer the Trainee Placement A§sietance Demonstratien
Proj ec‘had additional assignments as well. None of them ever spent |
more than ha1f~time on the bonding program in a given year.

Similarly, the USES Division of Placement never assigne& a full-time -

staff member to the adm1n15trat1nn of the Federal Bonding Program. At present,

;,

USES staff estlmate that the bond1ng program occupies no more than four

professional ?an-days per month.

«

In general, OPER and USES administretors have justified these decisiens"

not to assign additional stafi to the program on the grounds that bonding was -

-~ v

fust one of many programs and pxojects competing for increasingly scarce

v

ﬁanpower Administration staff resources. There was no possible an that all

#

of these requests fof addxtlonal staff could be met, especially at a time when

-

the Department was beg1nn1ng to endorse a philosophy of decentrallzat1on

whlch called for fewer rather than more National Office personnel G1ven

Y
L

this context, OPER and USES admlnrstrators ev1dent1y decided that other programb
and projects had greater needs for staff than the bonding program Whlch
appeared to be getting along quite well as it was. Moreover, some Departmental
staff have indicated that the bonding program was considered .to heye been
better staffed théﬁ ;any comparable E&D efforts. = -

But whatever the ratrenale, the decisions relative to the inability of
the Department te ‘commit add1t1ona1 staff resources to the administration of
the 'bonding program have had a number of 1mportant effects upon its evolution.
Not the least of these has been the inability of OPER and USES staff to’conduct
more program monitoring and in-thze\analysis of program pertormanbe.* The
operatlonal requlrements of running the program appear ‘to have precluded

»

activities which did not have top pr1or1ty£ High level E&D staff believed

(AN

g o

& =
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that there was limited value in incremental amounts of ﬁrogram-analysis, in
relation to the time and skills required to do the job properly. The per-
ceived options were (a) a substantial iﬁfusion of resourcés to conduct detailed
analyses properly or (b) no significant ihcrease in analysis“activities. The
latter opfion was adopted; )
Similarly, OPER and USES officials were aware of the benefits whichrmight
derive from additional contacts with the Surety Association and leading
fidelity bonding underwriters. Bpt the press of other reﬁponsibilities never

permitted any significant follow-through in this area either,

5.7 Legislative Developments

The relatively slow pace of utilization of the bonding program limited the

4

.

ability of the Department to make definitive judgments concerning the

" viability of the approach ‘being teé;ed during the initial period of the

k

contract. Therefore, the Departmené sought -- and Congress granted -- two
extensions of legislative authority for the program, first through fiscal 1968 i

" and then througﬁ fiscal 1970. The foilowing statement by the Assistant Secretary
. s - : -

of Labor summarized the rationale for these extensions: T

s

Experience thus far under the bonding program has been too 2
limited to afford even preliminary conclusions. Extension of the
existing authority...for one additional year is highly desirable
sinee it wil]l afford additional data upon which to make a sound
assessment of these'experimental approaches to manpower services.*

While the relatively low number of bonaées during the early months of
the program prompted the‘initia1~réquest for an extension, the request also *
reflegted the growing beiief within OPER that both the Congress and the

Departmént‘aS\a whole should recognize the fact that it was not likely that

— . . -

- .
.

*Statement of Stanley Ruttenberg before the Senate Subcommittee on
Employment, Manpower, and Poverty, on the Manhpower Development and Traipning
Amendments of 1966 (H.R. 16715) enacted by the House of Representatives on
September 19, 1966, dated September 27, 1966.

- > t
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conclusive returns could be4obtained from any complex E&D effort in only
one or two years. |
With the beginping ofaa shift away froﬁ.categorical programs in favor

of comprehensive legislation, the Department of Labor decided against seeking
\f;rther specific fu;ding authority for the bonding prégram under Section 10S.
Instead, the projects were continued under the broader E&D auﬁhorization
contained in Section‘107 (6) of the Act. Although some question was raised
concerning the appropriateness of this shift, a November, 1971 opinion of the
Department's Solicitor affirmed the legislative gfsuhding for this in the
language ofjthe Act, its legislative histor}, and the inclusion of bonding
provisions in the Congressionallyipassed Employment and Manpower Act of 1970.%
In short, it was the Department's position that ''the project was necessary to

further improve the techniques of such bonding assistance" and 'to demonstrate

its effectiveness."**

The enactment of the Comprehensive Employment and Training Act (CETA)

in December, 1973, iaised a number of important questions rqéarding the future
of the bonding program, but ds of January, 1975, these questionskpabe not yet
been fully resolvég. ‘ . { - -
| Thus  for example, "assistance in securing bonds" is explicitly cited
under“the Title I listiﬁg of activities which may be included in Prime Sponsor
comprehensivé manpower programs. This means that bonding. is one of the m&ﬁy
types of manpo;ér sérvicg tools which Sponsors have igggi'ggghgéjgx to useAif
they so chqose; This reférencelto bonding in T}tle 1 does not rule out direct

. federal support for bonding nor does it presume that Sponsors would be able to "

do it if they tried. Based upon the experience of the bonding program to date,

*Section 102 (a) (15).

f

**Memorandum for the Assistant Secretary for Manpower from the Solicitor.

-
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& -

it is by no means clear that commercial bonding for ex-offenders can be

- negotiated by individual Prime Sponsors with individual insurance underwriters

at reasonable rates, or even at all.

In addition to this Title I reference, the preponderance of ex-offenders

in the bonding program target populgti;n appears to provide authority for ’
federal fidelity bonding activities under Title II1 of the Act because of its
reference to "procedures to in;ure that (offén&er) participants are provided
with such manpower trainiﬁg and support services which will enable them to
secure and obtain meaningful employment.'" Although some consideration has been
given to the relationship of bonding to o;her Department of Labdr offender&
dmanpower activities, no final decisions on these issues have been made to date.

5.8 Funding for the Program

k]

As is shown in Exhibfg 5-2, the funding for thg bonding program directly :
reflected its legislative history. During the years when the Section 105
legislative .authorization for the program was operative, funding for the

program was earmarked in appropriations for this Section of the MDTA. With

L

the expiration of Section 105 in fiscal 1970, funding for the program was

-

drawﬁ\E%om two sources. E&D funding from Section 102 (6) was utilized in

&

addition to funding from the MDTA Title II unapportioned account. Pinélly,

with the expiration 6f the MDTA in fiscaI"1974, the most recent allocation

for the program was from Title IIl1 of CETA.




"

Calendar Year

1966
1967 °
1969
1970
1970

1970
1972

1974

' Exhibit 5-2

Funding for the Bonding Program*

»

DOL Allocation

. $175,000

43,750

61,250 .

70,000
70,000

100,000

350,000

300,000

MDTA
MDTA
+MDTA
MDTA
MDTA

MDTA
- @

MDTA

CETA

Source
Section 105, Title 1
Section 105, Title I
Section 105, Title I
Section 102 (6)
Section 102 (6)

Unapportioned Account,
Title II

Unapportioned Account,
Title II

Title 111

*Source: undated OPER memorandd and conversations with OPER statf.

-
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6.0 HISTORICAL ANALYSIS

/ - .
The previous. sections of this report have provided a detailed description

rs

of the history of fhe;bonding-program‘from the first Departmental planning
activities through the paégagé of the Comprehensive Employment and Training
KC;Q(CETA) of 19?3. Thi; final section réviewé this history from a broader
perspective, placing it within the context of oé-going developments in i

mappower programming in the Department, as well as within the context of the

Departmental experimental and demonstration (E&D) prdcess.
The bonding program is one of mgny operational manpower programs and
techniques’ which were first conceived and implemented as experimental ana
demonstration (E§D) projects. The Concentrated Employment Program (CEP),
- the Job Opportunities in the Business Sector (JOBS) program, the Section 251
inmate training projects, the New Careers Program, the Human R;sources

Development (HRD) concept, and the idea of MDTA Skills Centers can all be

traced to exploratory efforts sponsored by E&D.

[y
-

But the bonding program appears to be somewhat unique in the degree to

which it has been adopted by State aﬂh local operating agencies without any
further categoriéal autharization ot infusion of funds £rom the Department of
Labor. : For this reason, it is instructive to review the administrative history
of tﬁe bonding program in order to isolate some of'the major elements which

A
shaped its evolution.

6.1 Program Origins S

The origins of the bonding program relate directly to the increased

Departmental priority being placed on the problems of disadvahtaged job

*

.seekers and ex-offenders in the mid-1960's and the consequent focus upon

these groups in a series of experimental and demonstration (E§D) projects.

~



- .

These EGD projects were designed to be 'active, flexible, probings to explore
the new techniques and structures which might better meet the (Manpower
Development and Training) Act's objectives;' their purpose was described as
"déQeloping knowledge in order to influence the direction of future (munpower)
programs.*''*

As such, the E§D efforts were at the forefront of the eherging Departmental
concerns ‘relating to the employability problems of the 'thard core'" job
seekeré, who apparently were not éeing helped to tHe?r fullest employment

potential by the existing MDTA training programs. The bonding efforts thus
epitomized experimental and demonstratioﬁ projects in terms of intent. They
differed, however, from most E§D efforts in one important aspect; they were
specifically authorized by the Congress. Thus the bonding projects--aiong
with a parallel set of labor mobility projects and a subsequent set of

inmate trgining projects--represented cases in which the Department had
singlea out certain projects for Congressional consideration and in whith the
‘Congress responded positively. J

The bonding projects were evidently chosen for tkis‘priority treatment
because of the Department's desire to demonstrate that it was taking direct
action to aid in the placement of the disadvantaged and ex-offenders, and
because of tﬂe promise which bonding held for producing job placements for
relatively modest goverément effort. Although the bonding projects were still

forced to compete for staff with other E&D projects, and with ES National

3

’ * s

*These quotations have been taken from a discussion of the E&D process
contained in the 1969 Manpower Report of the President. That discussion of

the EGD process through 1969 is the basic source of descriptions of E&D
presented in this Section. . .




Office programs, this direct recognition of the programs (and separate

authorization) undoubtedly played an important role in insuring that the

program received as much staffing and attention as it did.

6.2 The Design' Phase

Two impbrtant characteristics of the desigx phase of the bonding

[}

program were the priority attachedto maintaining flexibility and the utiliza-

tion of input from agencies in the Department other than OPER.

»

The maintenance of flexibility lay at the heart of the E§D approach,- *
which stressed "exploratory research' and the-need to answer basic questions
of feasibility and utility of new and innovative.approaches as a first
step towards improvement gnd enhancement of operational programs.
This approach explicitly rejected the development and'iiblementation
of a formal”experimeﬂtal design to determine whether or not hypotheses
should be accepted or rejectgq. Instead, the .approach said, in essence,
"we've got a.promising idea here; let's try it out and ‘see what happens."
Thus, for exémple, the OPER program designers recognized the likelihood that

#

it would be desirable to modify certain aspects of the bonding program

with the passage of time, and therefore never developed a fofmal, detailed program
"model." Program designers likewise did not.draw up detailed guidelines for
programreliéibility;ubut rather pressed ES Local Office staff to ''decide

for yourselves'' as to who met the criterion of being qualified for a job but

unable to be hired solely due to inability to be bonded.

_ This OPER emphasis upon a ﬁlexible, exploratory approach facilitated the
modifications in program desigr which later occurred, and also permitted.the

implemeﬁtation of the bonding projects without any extensive National Office

monitoring efforts. It also had & number of other important implications for




.

! . .
the evolution of the bonding program. In particular, the absence of a formal
research design and explicit program goals meant that there were no obvious
standards against which program,perfbrmance shouid be measured.

During the late 1960's, OPER staff became satisfied tiiat the available
statistics, such as number of individuals bonded and default ratg, and the
, . !
supporting testimony from bonding program Sponsors were sufficient to indicate
the feasibility and utility of thé basic approach. -This growing satisfaction,
in turn, led to judgments that additional data collection and analysis )
efforts were not necessary at the time. Due to the difficylty in collecting
data on bondees after the fact, these decisions to eschew additional data
collection meant that certain questions concerning program results can
never be answered,

The participation of non-OPER staff in the design of the bonding program
ig a second noteworthy element in -this phase of ité'history. Thus,
for example, the inclusion of staff from the USES as early as the program
design phase may well have had an important impact upon the.wideSPread
acceptance of bonding -- and demand for its expansion -- among Employment
Service State and Local Office staff. This recognition of the utility 6f
the involvement of those agencies who might adopt the products of research

in the initial development of that research is only now emerging as one of the

key findings in the field of research utilization and dissemination.

»

OPER planners were able to draw upon the expertise of other agencies in
“the Department as weli. Thus for example, the advice of a surety bonding
specialist from"the Labor-Management Services Administration was of major
importance during the design phase. Similarly, once the OPER staff had

!greed uﬁon broad program parameters, input from the Office of the Assistant

; 115
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Secretary for Administration (OASA) was critical in the development of a
procurement document and procedures to choose the underwriter contractor to
implement the program. |

In retrospect, it appears that the involvement of the OASA staff

hd

resulted in a lessening.of program flexibility, which OPER program designers
had not anticipated in advan;:. Despite the fact that OPER staff were
stressing a flexible program, the OASA §taff were oriented towards the idea
of a "tight contract." Thus, the invelvement of OASA led to tge development ,
of an Invitation for Bids (IFB) which clearly spelled out the re§ponsibilitiesr
of the government and its contractor, and offered participation in the pro-
gram on a '"take it or leave it" basis, with no room for negotiation on any
aspect of the program other than premium per bonding unit.

Although a Qide raﬁge“of Department of Labor staff were involved in the
program design decisions, this was not true of representatives of the

fidelity bonding industry. Some contacts with the Surety Association and

other underwriters and brokers were made at this time. But OPER program

designers generally believed that the iqdustry would not-be responsive to
such efforts and therefore they gave a lower priority to contacts with the
fidelity bonding industry than to other aspects of project development.

The single response to the initial IFB (anﬁ subsequenf single response
to the RFP) served to confirm these beliefs on‘thc part of OPER officials, and
the development of further contacts with the industry continued to be
awarded a low priority. As a_i:sult, the Department apparently neverllearned
the true nature and extent of industry uneasiness about the program, and

about the manner in which the procurements were being handled. Without this.

understanding, there was no possibility for a Departmental response to the




tb 7sa1d with certa1nty that better

industry's major. concerns Wrﬂhlle it cannot

s

} communication with the fidelity bonding industry would have promoted more

industry participation in the procuremeénts, or increased institutional change - 5
within the industry, the absence of such<com%pnication appears to have ruled |
out any pctentiai for major institutional chenge, :

o

6.3 \The Implementat1on PhaSe

-

- As 1nd1cated above, EGD proJects were 1ntended to represent flex1b1e,

exploratory efforts to determlne whether or not a g1ven 1dea wagngEEIble‘aﬁa_“

useful in practicc. The bonding program was explicitly designed to be such an
effort, and the early years of its implementation phgge reflected this
flexibility. With the passage of time, however, the growing convictioﬁ that
the program had proren useful, without incurring major monetary or staff

sts, led to a situation in which'there was very little perceived need for
further, modifications in program design.
+ . During the first few years of the bonding E&D project,'perceived problemsA
in program operations~1ed to modifications iq?the définition of the primary
bonding progran tarset group (from MDTA trainees alone to all ex- -offenders and

others who could be helped by the program), in the policy against promot1ng

Jv‘the program through publicity, in the maximum amount of money for which an

individual could ‘be bonded, ‘and in the maximum amount of time for which an
- “ N

. #ndividual could be bonded. .
- In addition, OPER program agﬂinistrators remained responsive to requests
from State and Local ES Offices, and from other Manpower Administration staff

seeking to include bond1ng as a component of employability development

* programs. - Although Statewide sponsorships were not part of the original

concept, they were adopted in response to demand. Although the program was

\
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planned-on a small scudle, it was expanded to support the Departmental program

initiatives in the areas of training the disadvantaged and ex-offenders.

J
J
When it appeared that further expansion was being limited by lack of 3
administrative resources which could be brought to bear on the program,‘an LA 1
innovative arrangement was entered into with an on-going E&D project (the

Experimental Manpower’ Laboratory for Corrections at the Draper Correctional

i ¢

as a '"'central resource unit" for a large-scale bonding program. This
utilization of the Draper staff permitted expansion of the program on a far
greater scale than had previously been possible, thereby helping to pave the
way for a national program. ‘ ‘

But after the initial emphasis on program flexibility, there were

increasingly fewer indications of operating problems in thé program, and thus

there was a reduced impetus for change. As a result, the design for the’

national program remained virtually identical to that of the Statewide
: ) : A

sponsdrships which. had been first implemented in 1967; and with one or two

minor exceptions, there have been no changes in the basic bonding program

design during the period since it has become a national program.

This. absence of change is largely the result of OPER, and later USES,

satisfaction with the manner in which the program was operating. After_the

first year of program operations, it was becoming clear that the bonding

program was providing an average of several hundred placements per year for

*

people who could not be placed in those particular jobs without bonding.

Moreover, this result was being achieved at a cost which averaged mo more than

$100,000 per year and with less than a single full-time equivalent staff

person at the National-Office. The program appeared to be in great demand by

425



*Stéfé‘Eﬁa”LBEEI"EﬁﬁIB?méﬁt"SE?viEe’Ufficiais:"There“appeared‘to*be*littfe“”_"“

reason to tihker with a "successful program."

- Accordingly, OPER and USES staff decided against committing additional

staff to the administration of the program, and against committing significqnt'

-

1ncrements of funds to more detdailed analyses of program results, because ~

of a belief that, given this "smooth sailing,' such staff and funds. could be

better utilized elsewhere.

These Judgments also decreased the likelihood of 1ncreased future

‘"emphasis on other aspects of the bonding program. In particular, the promo-"*

<

tion of institutional change among insurers and employe}s epbeers to have been
treated as a secondary "obJectlve" by many OPER staff members dur1ng the design
phase and ea;ly years of program implementation. Few concerted efforts were
made at that point to take action to-promote such change. With the growing

conviction that "the implemented approach to bond1ng was work1ng, there was
»n

little incentive to mount new initiatives such as a major effort to bring
about institutional change; as a result, the initial assignment of a low .
priority to this‘objective appears to have become solidified and has -continued
to this day.

The impact on the bonding program of the perception that "e&erytﬁing is
running smoothly' can be best illustrated by reviewing ‘the planning for the
proposed manpower revenue sharing programs of the early 1970's, and
subsequent efforts°to implement CETA. Neither of these activities appears to
have affected the structure and functlonlng of the bondlng program Depart-
mental consideration of the role of bond1ng under decentrallzed manpower‘

systems appears to have been 11m1ted to a judgment that there was no need to

initiate any changes at this point in time. CETA was seen as placing a

T




variety of major responsibilities on newly desighatedqprihe\Sponsors all at

onéé. Departmental planners have viewed bonding as only a modest element in 1
the overall manpower service pictur;, a‘smoofhly function}ng low-cost |
_procedure which is already in place. Therefbfé, although modification of the
bonding prbgram to inﬁrease the role of Prime.Sponsors has not been ruled out,

such modifications appear to have-been accorded a low priority, and no such

action has been taken.

.

In conclusion, many of the same factors wh%ch have.been so important in
influencing the evolution of the bonding program in the past still appear to
i - be operating in 1975. The bonding program still represents a major Depart-

mental effort to provide placement services to ex-offenders; it pdsseséés an,

inﬁerent logic which suggests that the program can be justified almost by

definition; and there is more than eight years of corroborating experience data
“which indicates that the program appears to pe working. Furthermore, the
program ébpears to be providing these benefits without excessive costs, staffing
requifemcnts, or any major operating problems.

Given th;s 51tuat10n, the program appears . 11kely to continue without
exten51ve modifications in program design unless s:an1F1cant persuasive -
evidence is developed which suggests that further improvements are pbssibie.

To a certain extent, the judgment that it would be impractical to engage in
comprehensive data analysis, and that the insurance industry would be unresponsive
to Departmental initiatives;‘has“lessened‘thé likelihood that these inputs would
occur. But the possibility that this evidence may be coliecﬁed and presented

>

at some point in time remains open.
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1.1 SECTIONS 101, 102




AN ACT

MANPOWER DEVELOPMENT AND A
+* TRAINING ACT OF 1962, AS AMENDED! '

ilelating' to manpower requirements, resources,
development, and utilization, and for other purposes

Be it enacted by the Senate and House of/Repruentative}ofthcj :
United States of Ameiica in Congress assembled, That this Act
may be cited as the “Manpmver Development and Training Act
> of 1962."

"

TITLE I—-MANPOWER REQUIREMENTS, DEVELOP-
MENT, AND UTILIZATION

Statement’ of Findings and Purpose

SEC. 101. The Congress finds that there-is ¢ritical need for *
more and better trained persénnel in many vital occupational.
categories, including professional, scientific, technical; and ap-
prenticeable categpries; that even in periods of high unemploy-
ment, many employment opportunities remain unfilled because of
the shortages of qualified personnel; and that it is in the national
interest that current and prospective manpower shortages be
identified and that persons who can be qualified for these positions
‘through education' and’ training be sought out and trained as
-~ quickly as is reasonably possible, in order that the Nation may
meet the staffing requirements of the strug'zle for freedom. The
Congress further finds that thé skills of many persons have been
rendered obsolete by dislo¢ations in the economy arising from
automation or other technological developments, foreign com-

‘PL 87-415 Mar. 15, 1962, 76 Stat. 23 as amended by (a) P.L. 87-729,
Oct. 1, 1962, 76 Stat. 679, (b) P.L. 88-214, Dec. 19, 1963, 77 Stat. 422, (c)
P.L. 89-15, Apr. 26, 1965, 79 t.nt 75, (d) P.L, 89~792, Nov. 7, 1966, 80 Stat.
1434, (¢) P.L. 89-794, Nov. 8, 19686, 80 Stat. 1451, and (t) P.L. 90-636 Oct.

24, 1968, 82 Stat. 1352 42 U.S.C. 2571-2628,




~ petition, relocation of industry, shifts in market demands, and

other changes in the structure of the‘economy; that Government
leadership is necessary to insure that the benefits of automatxon

"do mot become burdens of widespread unemployment; that the

problem of assuring sufficient employment opportunities will be

compounded by the extraordinarily rapid growth of the labor

force in the next decade, particularly by the entrance of young

people into the labor force, that improved planning and expanded
efforts will be required to assure that men, women, and young
people will be trained and available to meet shifting employment

needs;-that-many persons nowunemployed-or underemployed, in
order to become qualified for reemployment or full employment
must be assisted in providing themselves with skills which ars or
will be in demand in the labor market; that the skills of many per-
sons now employed are inadequate to enable them to make their
maximum contribution to the Nation’s economy; and that it is in

" the national interest that the opportunity to acquire new skills be

afforded to these people with the least delay in order to alleviate
the ‘hardships of unemployment, reduce the costs of unemploy-
ment compensation and public assistance, and to increase the
Nation’s productivity and its capacity to meet the requirements
of the space age. The Congress further finds that many profes-
sional employees who have become unemployed because of the

specialized nature of their previout employment are in need of

brief refresher or reorientation educational courses in order to
become qualified for.other employment in their professions, where
such training would further the purposes of this Act. It is there-

- fore the purpose of this Act to require the Federal Government
to appraise the manpower requirements and resources of the

Nation, and to develop and apply the information and methods
needed to deal with the problems of unemployment resulting from
automation and technological chanfes and other typel of per-
sistent unemployment.

‘Evaluation, Information, and Research

SEC. 102. To assist the Nation in accomplishing the objectives
of technological progress while avoiding or minimizing individual
hardship and widespread unemployment, the Secretary of Labor
shall .

(1) evaluate the impact of, and benefits and problems
created by automatjon, technological progress, and other
changes in the struct of production and demand on the use
of the Nation’s human resources; establish techniques and

- 433




methods for detecting in advance the potential impact of such
developments; develop solutions to these problems, and publish
findings pertaining thereto‘

(2) establish a program of factual studies of practices of
employers and unions which tend to impede the mobility of
workers or which facilitate mobility, including but not limited
to early retirement and vesting provisions and practices under
private compensation plans; the extension of health, welfare.
and insurance benefits to laid-off workers; the operation of
severance pay plans; and the use of extended leave plans for
education and training purposes. A report of these studies shall

be included as part of the Secretaryl report roqnired under
section 107;

(8) appraise the adequacy of the Natlon s manpower devel-
opment efforts to meet foreseeable manpower needs and recom-
mend needed adjustment, including methods for promoting the
most effective occupational utilization of and providing useful
work experience and training opportunities for untrained and
inexperienced youth; '

(4) promote, encouraze. or directly engage in programs of
information and communication concerning manpower require-
ments, development, and utilization, including prevention and
amelioration of undesirable manpower effects from automation
and other technological developmentl and improvement of the
mobility of workers;

(5) arrange, through grants or contr:cts for the conduct of
such research and mvestlgatlom as give promne of furthering
the objectives of this Act; and *

(6) establish a program of experimental, developmental.
demonstration, and pilot projects, through grants to or ¢on-
tracts with public or private nonprofit organizations, or

through contracts with other private organizations for the

purpose of improving techmqueu and demonstrating the effec-
tiveness of specialized methods in meeting the manpower, em-
ployment, and training problems of worker groups such as the
long-term unemployed, disadvantaged youth, displaced older
workers, the handicapped, members of minority groups, and
other similar groups. In carrying out this subsection the Secre-
tary of Labor shall, where appropriate, consult with the Secre-
taries of Health, Education, and Welfare, and Commerce, and
the Director of the Office of Economic Opportunity. Where pro-
grams “under this paragraph require institutional training,
appropriate arrangements for such training shall be agreed to
by the Secretary of Labor and the Secretary of Health, Educa-
tion, and Welfare. He shall also seek the advice of consultants

13
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with tespect to the stmdagcis governing the adequacy ‘-‘and
design of proposals, the ability of applicants, and the priority
of projects in meeting the objectives of this Act.
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Trainee Placement Assistance Demonstration Projects

SEC. 105. During the period ending June 80, 1970, the Secre-
tary of Labor shall develop and carry out experimental and
demonstration projects to assist in the placement of persons seek-
ing employment through a public employment office who Lave
successfully completed or participated in a federally assisted or
financed training, counseling, work training, or work'.experience
program and who, after appropriate counseling, have been found
by the Secretary to be qualified and suitable for the employment
in question, but to whom employment is or may be denied for
reasons other than ability to perform, including difficulty in
securing bonds for indemnifying their employers against loss
from the infidelity, dishonesty, or default of such persons. In
carrying out these project§ the Secretary may make payments to ]
or contracts with employers or institutions authorized to in-
demnify employers against such losses. Of the funds appropriated
for a fiveal year to carry out this Act, not more-than $300,000 may
be used for purposes of this section.

B
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, U.S. DEPARTMENT OF LABOR _ . ST
OFFICE OF THE MANPOWER ADMINISTRATOR . AT
WASHINGTON, D.C. 20210 o k

he it A
‘ . . -

?apruuy 21, 1966 -

A 4 e

*

MANPOWER mu:srmribn GRDER NO. 2-66 E

L . . ) . > .J
Subject: Trainee .Placement, Assastanca Demonstrution Projects e
to be Conducted under the Manpower Development and .
) Training Act of 1962, as Amended by the Manpowar Act e e
of’ 1965 (P L. 89"15) . P . ) : ;r. *
1. Egggoée. To establish pollcies and assign responsibiiities for o o
implementing the Manpower Development and Training Act of 1962, as . ’
. amended by Sactian- 105,. of the Manpower-ict of 1965 (P L. 89.15)
2. Autbarity ‘and Directives Affected. The Hanpower Develqpment N

and Training Act.of 1962, as amended by Section 105f of the Manpower * T
Act of 1965 (P.L. 89-15). Secretary's' Orders No. 4-63 and No, :38-45
and Marnpower Administration Order No, 30-65 are further imp&embnted ) "
by this Order. L v J.‘:’

3. ‘Backeround. Section 105 of the MDTA, as amended, . brovides fér o

a pilot program of placement assistance to individuals‘ who have ) -

participated in Federally financed training, counseling, work-training, :- )

or work-axperience programs and who cannot secure suitable,employment v .

for reasons not related to their ability to perform.’ The pilot pro- o

gram is intended particularly to assist in placing persons who have ”
ifficulty in securing bonds required for indemnifying their employers ‘

against loss from the infidelity, dishonesty or defaylt of such per-

sons. In view of the essentially experimental nature of this under-

taking, there ic need for centralized planning and control to assure

that the variety of experience needed will be *obtained and that data

wvill be systematically collected to facilitate staff analysis pnrmitting

vllid goneralization of conclusiona.

4. Approved Policies “

a, Means of Bonding Coverage

(1) The Manpower Adicinistration shall enter into e .
contract or contracts with a commercial bonding under-
writer which operates nationwide to provide uniform
coverage to all individuals who are to receive placement
assistance under the program.

(2) The master bond contract shall cover individuals
selected for-placement assistance without the use of
individual applications for each bondee or the screening
of individuals or employers by the bonding company.

A-19 ; ' S
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4

‘{3) Arrangements shall be made permitting local bonding contract

arrapgencnts in sowe special’ manpower projects, as warranted . .
and feesxble. o st . . ‘

Terms of Bonding

(1) Bonds.shall be proviaed for a period of one year and shall
be in the amount of $2,500 ‘except that arrangenents shall be
made for other amounce of coverage as required in special
instances.

- (2) 7TFull use shall be ‘made of the bond coverage available in a

manner calculated to- insure that coverage provided ‘and paid for | ‘
under this program is efficiently utilized.

.

Program besignﬂ.

(1) The total body of bonding projécts shall be systematically
designed to provide experience with respect to all pertinent
factors and conditions to serve as a basis for developing
recommendations for a more extensive bonding assistance program,
if such is uurranted.

P

{2) The elflocation of bonding slots shall be structured to
provide experience in serving the various groups of unemployed
workers who might require bonding assistance, such as long-teru
unemployed, older workers, youth and_Jow income rural workers.

(3) The pilot program design shall assure that bonding experience

is gained in different geographic areas, in as wide avarietyas ible'of
occupations and industries suitable to the clientele toward which

the program is directed, and insofar as possible, shall utilize

a variety of counseling methoﬂe and techniques to assist vorkers

in adjustment to the Jnew employment situations. -

(4) Some projects shall be designed to determine the poseibiliries
and the efficacy of local bonding contract arrangements.

(5) . Por comparative study, experience shall algo be gained without

the use of bonding assistance ‘to facilitate the.placement of

individuals in all the eligible program areas, i.e.., MDTA trainees .
(both institutional and on-the-job), individuals who have received
motivational and orientation services in special manpower projects,
Neighborhood Youth Corps graduatés, and regular counseling clients

in public ewployment offices who meet the selection criteria to be
established. -

-



'(6). As feasible, arrangenents shall be made with the Department
of Health, Education, and Yelfare to provide bonding assistance
for adults emerging from work experience prograns under Title V .
of the Econonic Opportunity Act, . .

. d. Eligibiljty for Bonding Assistance

Bonding assistance ahall be provided only‘to individuala aeeking
. employnient througﬁ aﬁaublic employnent office who' .
(1) ° Have participated in a Federally financed training, worlke-
training, work-experience, or counseling activityg

(2) Are qualified and suitable for the employment in question; and,

ordinary circuﬁatancea 4
suitable employment.

(3) ' Are not commercially bondable und'
and require bonding in ord

-

5, Reaponsibilitiea v

#

a. The Office of Manpower Policy,. Evaluation and Reseaxch (OMPER) shall be
‘ raaponaible for: e

-

(1) Haintaining all official contacts and relationships with the
. bondirg contractor/underwriter including administration of the
‘ ’ pilot bonding.program.

.

(2) Designing the overall pilot bonding progranm.

(3) Developing and issuing, in consultation with appropriate
Bureaus and offices, instructions for participating in this

program and insuring that operating organizations issue .
instructions, as appropriate. .

(4) Allocatinz to the various operating and research agencies
the appropriate numbers of bondes slots in a manner calculated
. .to obtain the needed varieties of experience, Such agencies,
- {ncluding State employment security agencies, shall submit through
regular administrative channels requeata for allocation of bondee
slots. .. ’

(5) Compiling, organizing and analyzing program data obtained
from the bonding contractor, operating agencies and employers

and preparing reports which provide the basis for recommendations
regarding future bonding assistance programs.

b '




6.

: cdhtract, actions taken and the, disposition of all such cases.

!ffective Date. This Order is effective

o

R s

b. Experimental and denonstration project contractors, OJT promotion
and development contractors, or other agencies may request allocation
of bondee slots’ directly from OMPER. )

c. As the agencies to whom bondee slots are allocated develop
placement opportunities for individuals who require bonding assistance,
they shall notify OMPER who shall request the bonding contractor to
issue a certificate of bond coverage to the operating organization
which shall in turn provide the certificate to the employer of the
person being assisted

d. The operating organizatiOn and the employer shall be required to
collect and provide to OMPER such data on the characteristics and

. performance.of the bondees and on other aspects of the program as

will, henceforth be determined to be needed

e. In the event of loss, the employer shall notify the operating
organization which shall in™turn notify OMPER and the public employ-
-ent sexrvice concerned.

-

L3

~ f£f. The bonding contractor shall investigate claims of loss and adjust

such losses in accordance with the terms of the contract.

o

g. The operating organization shall keep -OMPER fully informed on
terminations of bond coverage, violations of terms of the bonding

power Kdministretor

»

«

»
-

»
.
N

o
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1, INTRODUCTION ‘ - .

4. The Manpower Development and Training Act of 1962, as amended by the
Manpower Act of 1965 (42 USC 2571 - 2620), in Section 105, provides
for a pilot program of placcment assistance to individuals, herein-
after referred to as "Bondees'; seeking employment throuzh public
employment cervice offices who have successfully completed or partici-
pated in a Fedeyally assisted or financed trdining, counselinz, work-
training, or work experience program and who, after appropriate
counseling, have been found by the Secretary of Labor.to be qualified -
and suitable- for the employment in question, but have been or may be
. denied suitable employment for reasons other than ability to pcrform.,
This programt is intended particularly to assist duly autherized
@ rcpresentatives of Federal, State and private agencies and organiza-
tions, hereinafter referred to as "Sponsors'", in placing such Boandees
who have difficulty in securing fidelity bonds required for employment -
in jobs consistent with their ability to perform. This difficulty '
. is usvally duc to the past reccord of such trainecec or Bondee including,
but not limited to, police, credit, juvenile, and school records,

B. In the course of their routine contacts and consultations with local
employers, representatives of Federal and State agencies concerned
with job. development activities frequently encounter a willingness
on the part of employers to employ such Bondees despite the df:clOsure
of the Bondee's past record. This willingness is subject to the
Bondee's being:qualified for the work in question and his acceptance
to a surety company for fidelity bond purposes.

C. The purpose of this solicitation is to secure offers from suppliers
‘ vho are willing to supply fidelity bonds on an on-call basis in

- '“ariabie—:maqgg;:ﬁpntttptet—of*$ﬁoo)—'xl—requtred“'tn—par:féutif———4“—“‘—““'
i . situatiolid, to cover Bondees.

. De In some instances, the requirement for bond will be an established
elenent in a particular employment situation where, except for the
unusual circumstances, the Bondce would be routinely.covered under
the employer's existing bond coverage. In other instances, bonds

. will be required in situations in which the particular_position has
not heretofore bcen covered by bond, but is now to be covered for"
the protection of the employer's interests.

2, ELIGIBILITY TO BID
| A, Size -- While this procurcment has not been set aside for small

business concerns, for purposes of your answer to the first certifi-
cation on page 2 of Standard Form 33 (Se¢ reverse side of cover sheat),

1448
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any coacern bidding on this contract is classified as small if its

average annual sales or recceipts for the preceding three Fiscal Vears

do not cxcead $1,000, 000 ($1,250,C00, .if the concern is located in

Alas .ca) . ﬁ D

B. Szoac of Orneratidne =~ In oddition to the usual prerequisites of
financial and technical rcspoasibility, in order to be eligible for
award, a Contractor must be licensed to operate or otherwise competent
to operate in the 50 States and the District of Columbia.

3. AUTOMATIC COVERAGE

Bond coverage hereunder shall be automatic and the Contractor may' not
veto or otherwise fail or refuse to accept a Bondee certified by a ,
“Sponsor (sce below) for bonding coverage hercunder, notwithstanding the

Bondea's past record,

4, BONDING UNIT

A 'Bﬁndihg Unit" i{s defined, fov purposcs‘of the IFB, as $500 of bond
coverage, pof Boudcc, for a period of one calendar month.

4

5. NOTICE TO CONTRACTOR

The Director, Office of Manpower Policy, Evaluation and Research, hercin-
after refarred to as 'Director”, or his designated representative will
provide the Contractor with a list of Sponsors authorized to request
bond coverage by the Contractor., The list shall state the maximum total
number of bonding units allocated to each such Sponsor for the duration
of this contract. At the discretion of the Director, the list may be
modified or amended from time to time by addition or deletion of naxmes

of Sponsors and the number of bonding units. alloczted to each Sponsor,
upon written notice to be received by the Contractor not less than
fifteen (15) deys prior to tha effective date of such modifications

or amendments. The Sponsor allocation lists will be mailed to the
Contractor's office at:¥*

*

addressed to the attention of:#*
i ‘ i

-

) *Contractor to mcke oppropriate entries s indicated.
| Contractot's Sigmature: « } ]

A-25 ¢ .
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e 5P OVSPR S CCRTIFICATION TO CONTRACTOR

When a Sponsor certifies a Boadee for the bond coverage being procursd

by the Coverament hercunder, such certification shall be in writing,
“d.-e,sud to the attentioan of the individual named by the Contractor

cad” at .the address indicated above. Such certification shall centzin:
the date of initiation or the cate of termination of the bond period,

~5 applicable; the name and occupation of tie Bondee; the name and
wudress of the employer to whom the bond is being furnished; the nature
of the employaer's business; and, the number of bonding units of covercge
Such certification shall be given within fifteea (15) ceiendar

7. OY“RACTOR S C‘NFIRMA "ION TO EMPLOYER AND TO SPONSOR

ifteen (15) ays of receipt by the Contractor of the Sponsor's

of a Bondee, the Coatractor shall ¢onfirm such certification

hgf cmpldyer named on the certification, at the address

approarzatuly completed, covering the certified

Bondee, topethen wi déy oi such bond to the Sponaor.' Whenever, by
operation of the terms ol the bond or otherwise, the Contractor is y
informed by the employer that bonding coverage for a Bondee is terminated,

~ the Contractor: shall confirm such information to the Sponsor, in. writing,

- within fiftcen (15) calendar days of his receipt of such information. .

by mpling to
indicpted theredn, a bon

.

8. COMPUTATION OF BONDING UNITS CONSUMED

. For purposes of computing the number of bonding units consumed ty each
certification, each calendar month or fraction thereof shall count as
a full month., In the case of a Bondee who changes Je s7ah:ing a wmonth
(both of which jobs are bonded hereunder), tie bonding units exhausted
for that monzh, shall equal the total cumulative number required for _
both jobs. For all othér purposes, the bond period shall begin and end
. on the dates indicated on the Sponsor s certification, * .

9. RMS OF BOND

The bond required to be furnished under the terms of this IFB shall be
identical in form, including clauscs, provisions, agreements, conditionms,
etc., with the sample bond attached to this Schedule as "Exhibit A",

?

h

10. PRICE OF BOVDING UVILS

The parties hereto agree that, in consideration of performing all of the
requirements hereunder, the' Government shall pay to the Contractor
$=c0 - per bonding unit,

: I |

fontractor's. Signature: ~/ 7. 5 ol-vk ]
« + Attornoy-in-fact

- | 1LEE{)




11.

12,

13.

14,

15,
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TILURT 20 ACREL O MIMLIw GF FOU71%G LMITS CONSUMED

Scatus Reports hersunder (sce beicw) to the Director, who shall, with

If the Contractor disagrees wich the aumber of bonding units consunced
for a particular Bondee certiliecd for boading coverage hercunder, the
Contractor shall note his exception in writing when he presents his

s aid of the Contracting Ofiicer, attempt to negotiate the scttlement
of any diszgreement or dispute with the Contractor. .Failure to recolve
any sucn disagreement shall subject the disagreement to the "Disputes”
clausc hereunder, _

LOSS CF ELIGIBILITY BY BONDEE

Notwithstanding the existence of any contract resulting herefrom, the

Any Bondee hercunder whose coverage is terminated because of auy

fraudulent or dishonest act shall not be eligibie for further bond | R
coverage hercunder. . . : ; R
NO MULTIPLE COVERACE OF A BONDEE

O " g——————

No Boudee shall be covered hereunder for more than one job at any
given time, i.e., a Bondce may not be bonded concurrently for mora
than one job. ’ - ’ .

MAXIMUM COVERAGE PER BONDEE

The maximum cmount of coverage per Bordee shall not exceed ten (10) &
bonding units per month except as set out in Paragraph 8, hereof, ’
entitled "CCMPUTATION OF BONDING UNITS CONSUMED", in the case of a

Bondee who changes jobs during a month.
- T 4

’

MINIMM AND MAXIMUM PURCEASE OF BONDING UNITS *

Governmant-reserves the right to effect bonding coveraze, including

the actual furnishing of the bond itself, where it deems such action

to be in its own best intarest, except that if the Government fails to :
purchasc at least a total cumulative amount of one¢ hundred thousand ’
(100,000) bending units hercunder, then within sixty (60) days after

the expira:fbn\gf any contract resulging herefrom, the Coatractor may

submit 2 proposal for the ranegotiation of the price of the bonding

units herein and the Government agrees to rencgotiate said price subject

to the clause herein entitled ‘Disputes’. In no event shall the Con-

tractor be obligated to furnish in excess of three hundred thousand

(300,000) boading units hereunder. ) :
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16. 2EXIOCD OF CONTRACT -°

5

Any contract zrising from this’ ITB shall he effectlve as of the date
df award and shall extend to June 30, 1967 ] ,

! 3

17. ALTERNATE BIDS

&

ﬂ Any.bid submitted offering bonds other than those spec1£1ed o* urder
terms and conditions other than those specified, will not be con-
sidered for award.

18. ALL OR NOTHING

Bids may not be submitted for quantities less than those specified

less than the minimum amount bid upon at the unit prices offered, except
| as provided above under the provision entitled, "Minimum Purchase".
[ 13
' : ¢+ 19. GOVERNMENT FURNISHED PROPERTY - ' !

T sndehe—Govcrnmcnt—watvcs*the~rrght—tu—make—nn*award*bn any qoantity

The Govermment is not providing or otherwise furnishing any materlals,
property, or facilities. Any bid prcdicated on the availability of
Govermment-furnished materials, property, or facilities will be con- ‘E:a
_ sidered non-responsive and will not be considered for award.
v Y

20. GUARANTEE OR MINIMUM EARNED PREMIUM

+ * e

The Government guarantees the Contractor a minimum earned premium per |
Bondee certification equivalent to two times the monthly rate of con- ’
sumption of bonding units that each Bondee would have consumed if his i
employment were of a longer duration. The minimum earned premiua shall
be in lieu of, but not in addition to, the manner of computing the
rate of consumption of bonding units set out elsewhere hereunder./ In
addition, ail premium for coverage (calculated on the basis of bonding
units previously allocated by a Sponsor for a particular Bondee) of

; any Bondee on whom notice of loss has been given shall be deemed to
be fully earned - !

’ - » ¢

21. PAYMENTS AND ACCOUNTING

Within thirty (30) days from date of award, the Government shall order
its initial inventory of bonding coverage in the form of bonding units.
This initial order shall be for a minimum of one hundred thousaad
(100,000) bonding units and payment therefore shall be made concurrent
with the placement of the order. Such order shall be accompanied by the
initial list of Sponsors and their respective allocations in accordance
with Paragraph 5 hereof, eficitled "NOTICE TO CONTRACTOR".

[}

" 492
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By the twenticth day of ecach calendar menth, beginning the second full
calendar wonth after purcihase of the initial inventory of bonding units,
the Contractor shall [urnish the Director a Status Report containing a
breakdown of the bonding units consumed during the previous month (and
additionzl fraction of a month as will be the case in the initial Status
Report) by Sponsor. The Status Report shall also contain the Contracror's
conpucation of each Sponsor's balance of unconsumed bénding units tojzether
with th: names of that Sponsor's Bondees and the number of bonding uanits * n
“each such Bondee has consumed during the month being reportec.

Subsequent re-orders of bonding units by the Government, as the available
supply allocated to Sponsors is diminished, shall be in lots of not
less than twenty five thousand (25,000) bonding units. Payment f¢r each
rae-crder shall be made concurrent with the placemenctn£;Che re-ordar

437_J_I“_20‘"I967”“thc “Contractor shall furnish his final Status Qng’t
and reimburse the Government for all bonding units paid for but not
consumec by Sponsors as of June 20, 1967. The Contractor is required

to .maintain such internal records as would support his position in the
event that his computation of bondxvg units consumed does not ajree

with the vecords maintained by the Govermment, s

22. REPORTS : v

As explained in the INTRODUCTION, this program has been undertaken by

the Government as an c¢xperiment to meet an identified and unique nced

among the Nation's unemployed and underemployed workers. In order fully

to discharge his responsibility to analyze, evaluate and report on progran

experience, the Director will require semi-annually (in July and January)

from the Contractor, in addition to the monthly Status Reports (See .

Paragraph 21), beginning with the first full half-year or fraction ,
+ thereof, following the date of award hereundef, a written report oi his

experierce under this contract. Such reports shall be-submitted in

triplicate to the Director within thirty (30) days of the last day of

the half-year being reported. The repcrt shall state the number of

clazms*tecelved under the bonds provided hereunder and the amount .

claimed in each case together wich an indication of the disposition

of each claim, e.g., ''settled”, "pending', etc. The report will identify

the employce, the employer, and the date the loss .is first reported:

After the first report, each subsequent report shall bring information

up to date in those cases_where the status (i.e., "settled", "pending", ‘

etc.) of such claims has changed since the last reporting thereof.

23. GENCRAL PROVISIONS

: The General Provisions attached hereto are incorporated herein by
reference and, as such, form a part hereof.

.
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|

|

> . ‘
INDIVIDUAL CR SCHEDULE FIDELITY BOND ‘ {
|

’ |

|

Zond No.

.

-/ , (NAME AND ADDRESS OF CCXPAxY)
DECLARATIONS . . .
1. Insured’'s Name and Mailing Address:' (A Company herein ¢
: called Underwriter.) -

e

and the United States of America,

2. Effective Date:- 3. Sthédu!eL Ga) Ih.&ce‘d hy [}Vane ﬂ Pos;t:c

»

“

4. The liability of the Undcrwntcr 1s subject to the terms oi the following
riders attached hcreto:

.

.. A

'Sig‘ned, sealed and dated

Lol . .
Nuaber Name or Position “Location Anount _ . Pre.aiun l
(Name of Company)
BY:
Attorney-In-Fact

(a) SCHEDULE (Continued if two or more iteus are listed)

*

Iten ) -t 1 edevs L
Number Name or-Pesition ~ Location Amount ’ Praziua

Ll

u B -
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ROM
SUBJECT:

Meeting -- Bonding Demonstration Project

GIRpNl dutat 48, 19
Gl ud 4) €0 101800 , . .

ED STATES GOVERNMENT “ )
Memorandum o
Thomas R, Greening DATE: April 27, 1966

Wayne Wetzel ‘ - »
Lois tliddleton , , .

Informal meeting covering the proposed '"Bonding Demonstration Project,"
attended by Seymour Brandwein and Frank Purcell, OMPER, and John Clark,
Thadeus Clark, and Victer Galan, United Bording Company (Branch of the
McLaughlin Company, Indianapolis, Indiana) and Wayne Wetzel and Lois

____Middleton, BES, Branch of Placement Services took place on April 26, 19€6.

After general diccussion to outline the responsibilities of the partici-
pants in this program these agreements were reached: the bonding company
representatives will redesign the certification form, and provide these
forms in sufficient numbers for use during the project, report morthly

to OMPER on bonding units utilized/available, make several word charges
in the bonding contract to clarify under what conditions a bond is ter-
minated and a new issuance necessary, and:provide services and coverage
as required in the initial contract with OWPER,

BES major responsibility under the program will be the selection of appli-
cants, determination of their eligibility, job development, placemert and
follow-up including those reports deemed necessary to provicde pertirent
data to OMPER, on all applicants accepted in the project through the

Employment Service. « ;

Interviewers/counselers will coordinate with area representatives (referred
.to as sponsor and -designated by name) in initiating recuests for bord for
specific applicant{ sponsor then notifies bonding company -- bordirg company
sends the sponsor a copy of certification forms., Certification forms are

to be retained with all other applicant information in the lccal Ermployment
Service office, The Branch of Placement Services in conjurction with OMFER
will prepare a form for use by designated local offices during this croject
to record information required by OMPER. Any claim made dgainst the insurer
should be the responsibility of the employer but in the event that tnis is
not done the sponsor will notify the insurer, Sponsor will notify insurer

o

‘of termination of bond, BES will prepare guidelires for area ES representatives
to implement their responsibilities, and guidelines for area ES representatives

to relay to local office personnel concerning their duties,

It was decided that a second meeting should be arranged in approxlmately four
weeks which would include USES regional representatives and area rerresentatives

" from the localities desipnated for this pilot project. tir. Brandveln, ONPEZR,

suggested USES might explore the possibility of obtaining travel and admini-
strative costs from regular MDTA funds.

Buy U.S. Savings Bonds Reeularly on the Payroll Savings Plan
A-31
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V.8. DEPARTMENT OF LAMOR .
Nanpover Adninistration &= . ’ e »
Vashington, D.C. 20210 .
| Jinuary 25, 1971 .
mmmmmnmsmncn PROGRAM LETTER NO. 2624
_10: m. STATE EMPLOYMENT SECURTTY AGENCIES

SUBJECT: !‘ederll Bonding Progrn -= Nationwide Exp-nsion of HDJ.’A *
Trainee Placement Auistance Dauonstration Projects ’

PURFOSE : To announce expansion of the reder-.l Bonding Progr-n on a .
utionwide basis, thereby xuking it :va.ilnble as a regula.r purt of the - .

to trannit suide.lines for progrsm Opeution.

In 1965 , Congress enacted a series of -emhents to the )hnpover Devélopment
and Training Act of 1962. The Secretary of Labor vas directed to develop

and carry out experimental and demonstration projects to assist in the -

placement of individuals who could not obtain suitable ‘employment becmse -

of their inability to qualify for fidelity bonding coverage. ) .

Following this, the Manpower Administration developed a mumber of Trainee -
Placement Assistance Demonstration Projects, which later collectively
became known as the "Bonding Progrsm”. These projects vere initiated on the
Dasis of information that a significant mmber of persons who had pu'ticiputéd
in federally financed training, counseling, work-training, or work-experiénce
programs could not secure suitable employment because they had police, credit,
- or other records vhich prevented their being covered by customary bonds
required for indemnifying their prospective employers against loss from
infidelity, dishonesty, or defsults Inability to obtain suitable unployunt ,
in part because of inability to meet requirements for fidelity bonding
coversge, is often a contributing factor to a return to crime md prison for
scme et-ottmderl. . .
Since lurch 1966, the Manpower Mnmutrat"ion has boen conducting a limited
pilot programm of bonding assistance throught selected State employment service
offices across the country. This pilot program has two primary purposes:
(a) to determine the usefulness of providing fidelity bonding coverage to .
ex-offenders and selected others; and (b) to stimulate employers and commercial
bonding fims to re-exmmine bonding practiees in an effort to reduce barriers
vhere emplcyment is or may be denied for reasons other than ability to perform.

Bonding denonsfx:ation projects were initially piloted iﬁ four cities~- .
los Angeles, New York, Chicego, and Washington, D.C. Coversge vas made




swvailable through placement intervievers and counselors in the local State

. employment service offices in these cities and in four special manpover
projects for those persons othervise qualified for the employment in question.
‘Since its beginning in 1966, the Bonding Program has gradually expanded, so that

. 51 cities in 29 states snd six statevide programs are nov providing fidelity
bonding coverage to eligible spplicants. Fidelity bonding coverage is also
available to all of the prisoner training projects under the MDTA.

Kligidbility for coverage is determined by spplying s simple rule: Is the
fidelity bond necessary to remove the barrier between the man and the Jjob?
Under this program, s "name schedule bond” (ses attactment k. for definitions
of various forms of fidelity bonds) up to §10,000 may be provided to individuals
" (@) vhere bonding is (or might be) a condition of employment; and (b) who have
. been (or might /be) refused bonding coverage by regular comsercial sources.

effort vhich duplicates this sexrvice.” Those persons $0 assisted were p
 denied suitable employment, snd most of the participants were former prison
immates. Mvaluation of the projects indicates that placement potential 1is

greatly increased for individuals who formerly could not obtain suitable exploy-
meit becsuse of an inability to obtain fidelity bonding coversge. Very
significant is the experience that the svailability of bonds, even vhen not

© utilized, greatly enhances spplicant acceptance by employers. .

The United Bonding Insurance Company of Indiena has agreed to continue
furnighing coversge in the form of "units”, each one representing $500
‘coverage for one month, with maximur coversge remaining at 10,000, per
individusl for one year, i.e., a §0,000 bond indicates that 20 units are
being consumed monthly. - - .

This TESPL, and the stteched guidelines, are intonded to establish immediately |
the Pederal Bonding Program on a nationwide basis; thersfore all local State
exployment service offices may proceed to supply coverage to eligible persons.
States vhich have had the program in its E&D phase vill recognize that few
changes have been made in these guidelines for the expansion.

Representatives of at‘ntc agencies vho are respoasible for pramotion ot'lsa

- programs to employers should be especially knowledgable sbout the svailability
of bonding assistsnce. The success of the Bonding Program will depend largely
mm. o

ch

~

¥

b Attachments: |
. 1. Ouidelines for Operation of the Federal Bonding Program
2. Sponsor's Certification
z. Ristory of Applicant wider MDTA Bonding Progrmm
o Dsfinitions of variocus forms of Fidelity Bonds 59
. + 1 .
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? Attachment 1 ,

Guidelines for Operation of the Pederal Bonding Progras

The various State employment service ugenciei are designated as the
“»omors““md are directly responsible for the Bonding Progrem.

State Administratcrs should designate staff members to serve as the State ES
Ponding: Coordinator and alternate. Bonding Coordinators are responsidble for
the following: -

1. Providing the regional office with his nmme, address and phone number and
that of his alternate with whom United Bonding should work directly. -
onal of 3 be d- promptly of any subsequent——changes

1,57 Y il

in the assigments.
2. Training State and local ES staff in the cperation of the Federal Bonding
Progrmm and assisting State training offices in conducting such training.

3. Arranging with organizations in their States or areas conducting federally
financed training or work-experience programms to use some of the
svailsble bonding units for participants in these programs most notably

MDTA trainees and NYC graduates when necessary for placement. o

k. Review onsor's Certification or Request for Termination forms completed
ﬁ Jocal office staff and certifying bondees for bond coverage or termination
- of bond coversge by signing and forvarding the forms to United Bonding.
(see section VI).

5. Maintaining certain records and submitting certain reports to the Manpower
Aministration (see section V). ,

6. Insuring that local office staff maintain liaison with employers of bondees
and ‘bondees themselves when necessary, to determine whether those bondees
have changed jobs or are still employed, and if not, the reasons for the
termination or change. . V . -

7. Insuring that local office staff check regularly (at least every 6 months)
with employers to determine if bonding requirements still spply, and to
encourage employers to drop requirements, bond through their own companies,
or bond through another company. )

Note: This is of utmost importance since the United Bonding Insurange.,,
Company has sgreed to accept for standard coverage at comparable
- comsercial premium rates all bondees who have been covered for
. a minimum of 18 consecutive months in the Federal Bonding Progrmm,
vhere the employee is still unsble to obtain commercial bonding. '

- M - . n
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II.

Local Office Activities
local office staff are {espomible for:

1. Identifying individuals needing fidelity bonding coverage.
2. Determining individual's eligibility.
i. Identifying suitable job opportunities.

+ Destermining eligibility of the Job. . ~
5. Referring the spplicant and verifying esployment. -
6. Preparing Sponsor's Certification forms and forvarding )

copies as follows: (a) one to the State Bonding Coordinator for
certification, (b) one to the United Bonding Insurance Company,
2000 L. Street, N.W., Suite 514, Washington, D.C. 20036, and
(c) one for local office files for follow up purposes. Note:
Local office managers or designated staff may be given suthority
to sign the Sponsor's Certification form, but a copy still
should be sent to the State Bonding Coordinator.

-

7. Conducting periodic followup (at least every 6 months) to determine
if the bondee has changed jobs or is still esmployed. A suspense
£11¢ should be maintained for this purposs. If information is
obtained before or at this time concerning the bondee's change of
Job or termination, the following action should be teken: When
the bondee changes jobs with the smme esmployer, United Nonding
must be notified immediately if the smount of coverage changes. .
Section D of the Sponsors Certification should be prepared and i
forvarded through appropriate channels to United Bonding, which
will certify the bondee for the new job. When the bondee is

separated from the emzployer, the Sponsor's Request for Termination
should be prepared and forvarded hﬁ sppropriate channels t

United Bonding. This is of utmost importance since bonding uni
msy be lost, and the Department of Labor is charged for the uni

until the termination notice is received by United Bonding.

Bonding Amounts and Period of Coverage: .
The Department of Labor contract with the United Bonding Insurance

e

BReft

Company provides for bonding units (paid for by Federal funds). -For /

purposes of this contract, a bonding unit has been defined as $500 of
fidelity coversge for one bondee for one calendar month. Exsaple: to
bond cne person for $2,500 for a period of 12 months will require 60
"onding units" (5 units time 12 months equal 60 units). The bonds are
1ssued in multiples of $500 and maximm coverage is limited to $10,000
or 20 units per month. Bonding certifiers are urged to use the lowest
ainimum smount the employer will accept. Although the bonds are open-end
(vithout a specified ternination date), the sponsors should cbligate
donding units on the basis of one year, with option to continue only if
absolutely necessary. At the end of a year's experience with the
Federal Bonding Program, the employer will be asked to assimilate the
bondee into his regular bonding arrangements, drop the requirements
for bonding, or make whatever arrangement he can, provided this does

not jeopardize the bondee's job. However, if the employer cannot neke
other srrangements or refuses to drop the requirements, the Sponsor may
continue Yederal Bonding Program coverage for the bondee past the year,

L A-36 . 161




A, Rigibility Criteria for Individuals:

vith continued regular checks at least every 6 months , to see when the
requirement can or will be dropped. (see section 1, No. T)

Coverage vill be available nm,'vf:ere in the U.S. and its Possessions and
Territories. Coverage is effective immediately upon commencement of -

work by the bondee and' signature of the designated representative of the
State Administrator. The bonding company must ‘receive the certification

vithin 15 calendar days of the bondee's entry on duty.

Standards

Bonding assistance may be provided to any individual filing an
spplication with & public employment office. FPotential bondees

must be qualifisd and suitable for the employment in question and

not be coomercially bondable under ordinary circumstances. Any
bondee vhose coverage is teminated because of any trwdulent or
dishonest act shall not be eligible for further bond goversge. K

- .

B. EKigibility Criterin for Jobs:

In most instances, bonding requirements already exist for a
particular job, but the employer states that his bonding company will”
not cover persons with questionable records, and a bond is necessary
for the job. In such circumstances, eligibility is clearly established.
In other instances, a fidelity bond may be required by an employer
vhere the job involved has not heretofore been covered by a dbond, but
the employer refuses to employ on that job an individual with a '
questionable record unless he is bonded. In these latter instances,
the following criteria should generu.uy be weighed in determining
eligibility: :

1. The job is one in which 1rrel;ponsible or di:hone-t conduct
can materially dmmage the employer, and

2. The position offers the vorker full-time steady work, l:dequnte
working conditions snd vages, and cmrries a reasonable
expectation of permanent ieuwloyaent.

cC. Gener'al |

The eligibility standards are meant to cover nea.rly all situations |
“where a person who is qualified for a job but is denied that job |
because of his inability to obtain fidelity bonding coverage., For
exsmple: an employer may wish to upgrade an "unbondable" employee
from & Job in which little or no money responsidbility is vested
(gas station attendant) to a position requiring him to handle money
regularly (gas station manasger). If either the emplover or the
exployee -seeks help through the employment service local office,

the printipal criterion is met (see section IV, A).
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Y.

hcmlcontmlj

1.

—notified immedi

United Bonding is required by the terms of their contract to furnish the
Nanpover Administrator or his designated representative a status report
by the 20th of each month.

State Bonding Coordinators should maintain a current record of each
person bonded, including information about the kind of situation
vhich precludad his bonding through commercial sources; the frequency
seriousness, and recency of the bondee's offenses; the past and
present occupations involved; and other pertinent information. If
the ‘employment of a bondee is terminated, the record should indicate
the reason for the termination. Contact should be made preferably

the certifying local office vith the employer and the former bondes,
if possible, to determine the reason for the termination., When a
bondee is terminated for any reason, the jpsurance carrier should be

Jorms Required

3
Coordinators n.;‘ encouraged at any time to forwvard through sppropriate
channels their observaticn on progress and difficulties with the
program, its concepts, and its procedures, and to make recamendations
to the Regional Marmpower Administrators. Oa occasion, such ccoments.
wvill de requested from all sponsors., The RMA will forvard copies of
State recomsendations to the Manpower Administration.

\

1.

" form will no longer be required. (Att.cu-ent 3)

. cxder to camplete stapistical reporting requirements of the

The Sponsor's Certification form will be supplied ‘through the

Manpower Administration by the United Bonding Insurance Company.

(nn sor's Request for Temination is printed on the reverse.
Att t 2)

IL-MA-110, ml_gor_‘z of Applicant Under MDTA Bonding Progg-n,‘ shall be
from only those State sgencies participating in the
sxperimental demonstration, on each bondee until June 30, 1971, in

experimental phase of the Trainee Flacement Assistance Demonstration
Projects. These forms will be supplied to these States by the
Manpower Administration until that date. After July 1, 1971, this

: a3’ 163




. i ' ) . * Atsacimnnt 2
. ' . SPONSOR'S CERTIFICATION ) g
‘ ) (Plosse Type) g
, Te: United Bonding Insurs any
; 2000 L. Street, Norfghw
1 Sulte S1k of T )
Washington, 0. C.
Fer Compeny Use Only
\ - *
A. SPONSQR 2
' Neme \ /\/\ -
Adidress .
City T Siete Zip
5. EMPLOYER
Neme
3 Addrons
- City , “Stete TR
N /',\ . Ay
&. For NEW coversge, complete the fellowing L
¢ Neme of Bondee Ameunt | Effective Date “Job | D.C.T.
Lest " Pt |efBend|Me. Dey Yeor| Title Code
| D. For CHANGE, complete the following
Neme of Bonvdes Proviows [New Bord | Effective Dete oA Ch. |
ﬁ Lot Firw . |Bond Aml Amount | Me. Dey Yeer
4 Dete Submitted
~ Signeture of Spemer
: - INSTRUCTIONS
Complete this side of form in TRIPLICATE and meil eriginel te United Bonding Insurence
Compony of chove sddrens. See reverse side for termination or cancellation of Bond.
Q

A-39 *'
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y ’ SPONSOR'S REQUEST FOR TERMINATION
SPONSOR
Neme
Addren
. Ciy - Shefe L
EMPLOYER
Neme -
Addren
Ciry Hete Lip

-

E. The sbeve Sponsor hereby notifies United Bending Iniurance Company of the cencelletion

specified below under JOND NUMBER ond werrents thet the Empleyer
has been 30 netified: k '
' EMective Dete
Neme of Bordee : of Terminetlon
Lot . First Me. Dey Yeer
. Dete Svbmitted .
: " s'"“' .' W
INSTRUCTIONS

V. If this side of form is complated, it sheuld be typed in TRIPLICATE end.qgiginel and ene
copy meiled te United Bending insurunce Company ut oddren on reverse.

2. If « Bendee thanges from one Empleyer te enether, his coverage MUST be coneoliod en this
side end new coverege erdered.

.

United Bonding hereby acknewledges recelpt of the dbeve request for termination, and hef effected
some .

Dete Acknowledged : L7
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1.

2.

_coverage are changed.

.of any employee), regardless 0f who that employee mdy be.
is bonded for the amount stated in the bond, which-is the same for all

- - ’ / Attachment 4

mmswvmmmwmmm

The Individual Bond is the simplest form of fidelity bond which bonds .
one employee to his employer and is used when there is only one
exployee to be bonded. '

The Neme.Schedule Bond includes all of the employees to be bonded under
one bond. A schedule is attached to the bond listing the name, position,
location of each employee and the smount for which he is bonded. The
insuring and other clsuses of the bond are the same as in the

individual bond. (This is the only coversge available under the Federal
Bonding Program). S - . ,

The Position Schedule Bond bonds anyone employed in a particular position,
instead of naming the individual employee occupying each position to be
bonded. Change notices are required only when new or additional .
positions are added, old positions are sbolished, or vhen mmounts of

PO

Klanket nde11t¥ Bonds insure the employer. ;gninlt loss due to dishonesty
Every employee

-

exployees. Coversge is sutcmatic. Just as soon as a new employee is
hired, he is bonded for ‘the full smount. stated in the bond. There are
no premium adjustments during the policy temm except in the event of
merger or consolidation with another campany. ‘

T e
. -
E . §
" : 4
. . . .
B
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UsDL -- T1-0L1
Manpower Administration
TEL. (202) 961-4011

- ’ FOR RELEASE: A.M. Editions
Thursday, January 28, 1971

BONDING PROGRAM FOR EX-CONS EXTENDED TO ¢SbER ALL WHO NEED IT

-

-

Ex-convicts, triined and bonded through Labor Depariment programs, have

«

come through with a near perfect ‘score for reliability.

-

\"We are so impressed with the fact that only 30 have defaulted out of

the more than 2,300 ex-offenders we bonded," says Manpower Administrator

Paul J. Fasser, Jr., "that we are extending the program nationwide to cover
. e Y

»

anyone who needs bonding to get a job."

Fasser said that all of the“ﬁore than 2,200 local public employmeht

service offices will soon supply fidelity bonding coverage to all eligible

14
persons. -

-

"One simple rule will determ}ne eligibility for coverage,'" Fasser said.

"1s the bond necessary‘to remove the barrier betwéen the man and the job?"

In the last four yeérs, experimental bonding up to $10,000 was provided
. - . Y
for more than 2,300 individuals ---mostly former prison inmates.

"With a potentia‘ risk of nearly $12 million, the claims paid amounted

to just over Sl?,UOO,"VFasser pointed out.

The bonds were issued at high 6remium rates by the Uniébd Bo;din& Come

pany of Indiana under contract yithztheiﬁanpower Adminisﬁfation. (The rates,

3

are higher bécause, ordinarily, bonds are issued ohly‘no cover persons with
unblemished records.) Funds have been made available through?experiméhﬁal

and demonstration provisions of the Manpower bevelopmenh'and-Train{ng Act
amendments of 1965. ) ; -
’ . (More) -

>

L]

a

- ) ; i R
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lnitlally the bonding company charged $42 a year per $1,000 of coveras: . }
. ’ Cl.ims were 30 negliglble that after three years it lowered its rates by  Lun- ‘
thirds to $16.80 per year per $1,000, The reduced rate compares favorably

with some commercial ratc:.

-

The bondtng program was started by the Manpower Administration in 1“6)

|
in Los Angeles, New York, Chicago, and Washington, D.C. It.was gradually 1
extended to 51 ctﬁicl in 29 Sc;tesﬂnnd is statewide in California, New York.,
Q Ohio, Oregon, Illiﬁoil, and Missouri.
United Bonding also agreed last month to give standard covefagegratca -
. to any:bOndee who has been bonded for 18 months without a paid default, pro-

vided the employse is unable to get commercial bonding.

e

W e . -

-
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2.7 TRAINING AND EMPLOYMENT SERVICE PROGRAM
LETTER NO. 2624, CHANGE 1
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In reply refer
to METTP

: " U. S. DEPARIMENT OF LABOR
Manpower Administration
Washington, D, C. 20210

‘March 30, 1971

TRAINING AND EMPLOYMENT SERVICE PROGRAM LETTER NO. 262, Change 1 .
10: © ALL STATE EMPLOYMENT SECURITY AGENCIES

SUBJEST: Federal Bonding Program -- Nationwide Expansion of MDTA -
'I‘rainee Placement. Assistance Demonstration Projects

PURPOSE: To announce change of references frcrm United Bonding

Innsurance Company to the McLaughlin Company, Agenfss for
2L Bonding and-Surety Company. .

*

The Indiana Bonding and Surety Company has assumed all obligations of the

United Bonding Insurance Company under Department of Labor Contract No.

L/A 66-44, .This action does not affect, change, or otherwise modify pro- «
gram operations contained in TESPL 262k, dated January 25, 1971. This

notification of change of carrier is to avoid confusion. and to insure

that local office ’bonding activities are not delayed because of this

development .

The McLaughlin Company, agents for- the insurance carrier, has been working
with the Department of Labor on the bonding programs since 1966. The

Company has assured the Man;power Administration that this change will not _
affect the program and that it will continue to provide ‘the required services.

The new printing of the Sponsor's Certification and Request for Termina-
tion forml includes the address as follows:
The McLaughlin Company

2000 L Street NW.
Suite 514 - * )
thington, B.C.. 20036 !

All future references and correspondence should be in keeping with this
chunge

,."[

) 1 —

" Deputy Assistant Secretary
» for Manpower and
Manpower Administrator

~
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2.8.

"THE FEDERAL BONDING PROGRAM'

PUBLICITY PAMPHLET




-

The Federal Bonding Program s
a means by which the Manpower
Administration of the Department
of Labor offers fidelity bonding
coverage to qualified job
applicants who cannot otherwise
obtaln it. It Is administered by the
Stiate empioyment service
agencies, which have a limited
amount of coverage that can be
extended to individuals in partic- .
ular instances. This bonding
ooverage is avallable to persons
who cannot obtain suitable
employment because they have
police, credit, or other records

.which prevent their being

covered by the usual commerclal
bonds. Prospective employers
require these bonds to protect
against loss from
infidelity, dishonesty, or default.

e

© °

2

Why was the
Federal Bonding
Program Initiated?

3

What are sormé
further objectives
of the Federal
Bonding Program?

Many ex-offenders return to
crime because their prison
records prevent them from
obtaining the bonding coverage
that certain jobs require. |
Evaluation of the Depariment of
Labor's experimental and
demonstration bonding projects
that have been Initiated over the
last 4 years shows that they have
greatly increased job
opportunities for Individuals who
formearly could not obtain*“
sultable employment because
they could not get usual
commaercial bonding coverage.

.

One objective of the Federal

“Bonding Program Is to stimulate ~

employers and commercial bond-
ing firms to resxamine bonding
practices and thus reduce or
oliminate barriers to employment
that have nothing to do with
abliity to perform. One way this
is done Is by demonstrating the
succesess of the DOL bonding
program. An effort s being made
%o gein acceptance by commer-
cial companies of persons who
have been bonded under the
DOL program after completion of
successful DOL coverage.




i
1

<&

Either the ]3boukor or his pro-

spective employer may seek
fideiity bonding coverage at any
iocal office of the State employ-
ment service. Thees oftices are
found everywhere in the United
States and its possessions and
serritories, including Puerto Rico,
the Virgin Isiands;, and Guam.

4

~
@

Bonding assistanoes may be
provided to any individual
making direct appiication
through a public employment
office. To be bonded under this
program, an individual must:

a)
Be qualified and suitable for the
:)-nploym-nt in question. -

Not be commarciaily bondable
under ordinary circumsiances.

175
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Many jobs require bonding.
However, the employer may state
that his bonding company wiil
not cover persons with question-
" able records. In such circum-
stances, eligibliity for coverage
of a particuiar job under the
DOL bonding program Is clearly
established. Other employers
may insist on a bond even
though the job involved has not
heretofore been covered; that
le, they wouid refuse to employ
on that job an individual with
s-questionable record uniess he
is bonded. The DOL program
will cover such cases if the jobs
are thoss in which irresponsible
or dishonest conduct can mate-
rially damage the employer and
are those that wouid offer the
worker ful-time steady work,
adequate working conditions
and wages, and a reasonable
expectation of permanency,

1=

Coverage becomes effective im-
mediately when both of theee
conditions have heen met:

)
I;n applicant has begun work,

The manager of the iocal empicy-
ment servioe office or other au-
thorized personnel of the State
agency has certified the bond.

-
.

U.$ OEPARTMENT OF LASOR / Manpowsr Admunistration

What are the
amount and
duration of
coverage?

-

-

1972

The bonds are issued in units

of $500. Maximum coverage is
limited to 20 units ($10,000) per
month. Aithough the bonds have
no specified termination dats,
coverage |s usuaily obligated for
1 year. At the end of that year,
the employer will be asked to
assimilate the bonded Individuai
into his regular bonding arrange-
ments, drop the requirement for
bonding, or make whatever ar-
rangemsent he can, provided this
does not jeopardize the indi-
vidual's job. However, if the
employer cannot make other
arrangements, coverage may
continue past that year; the
Stats empioyment service staff
will check reguiarly, at ieast
every 6 months, to see when the
requirement can be dropped.
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In reply refer
to MEEP

’

U. S. DEPARTMENT OF LABOR
Manpover Administration
Washington, D. C. 20210

March 17, 1972
FIELD MEMORANDUM NO, 107-T2

TO: ALL REGIONAL MANPOWER AIMINISTRATORS .

SUBJECT: - Federal Bonding Program
REFERENCE: TESPL 2624, Change 2 ¥

1. Purpose. To clarify the Manpower Mministration's position regarding
the provision in the Federal Bonding: Program guidelines on conversion
from Manpover Administration bonding to commercial coversge, and to
announce the issuance of the Federal Bonding Program default list.

2. Background. As of December 1971, 3,610 persons have been bonded -
through this program with 934 still active. To date, there have been

only 55 paid defaults in the program since its inception, totaling $45,630.
One hundred and thirty-four claims were actually reported, but many of
_these vere not applicable to the coversge; some are Btill pending: This
record indicates the excellent job that local office placement staf? are
doing for the vorker and employer using the Federal Bonding Program.

The following States and areas have had no bonding activity: New Hampshire,
Rhode Island, Puerto Rico, Virgin Islands, Delavare, Arkansas, Oklahoma,
South Dakota, GCuam, and Alaska.

The McLaughlin Company is assisting the employment service in its efforts
to continue job retention for bondees who have exhibited a sustained sense
of responsibility under the sponsorship of the ‘Federal Bonding Prograa.
They have agreed to arrange for standard coverage at comparable premium
rates for all bondees (without a paid default) vho have been covered for

a minimum of 18 consecutive months in the Federal Bonding Program vhere the
employer is still unsble to obtain commercial bonding. :

3. Procedurs. At the expiration of the DOL sponsored 18-month provision
and it has been established that (1) the bonding requirement still exists,
(2) the employer will not drop the requirement, (3) the employer's current
supplier vwill not accept the bondee, and (4) the employer cannot obtain
coverage for the bondee from another carrier, the employer should contact
either Mr. John Clark or Mr. T. S. Clark of the Mclaughlin Company at
2000 1, Street, N.W., Suite 51k, Washington, D.C. 20036, Telephone:
202-293-5566, to arrange for standard coverage with an insurance company
authorized to do business in the applicable State. If -the employer does
not provide commerical coverage at thé expiration of the 18-months of

DOL sponsored bonding and as a result the bondee is terminated from his
job, the vorker must be assisted in every vay to obtain suitable reemploy-

ment and bond coverage under the Federal Bonding Program if necessary. -




L. Action Required

(a) AMdvise State agencies of the procedures in 3 above.

(b) Adyise State agencies havipg bondees who participated in the
prograa for 18 or more consecutive months to take immediate steps

. to convert the bondees to standard commercial coverage according
t0 procedures outlined in 3 above.

(¢) Purnish the National Office an explanation for the lack of bonding
activity in the State agencies listed in 2 above.

(4) Under separate cover, copies of the default list for the Federal
Bonding Program are being transmitted for report period ending
June 30, 1971, to be forwarded to each State Bonding Coordinator.
A master copy of this report should be retained as future default
lists will only include those claims made within the specified
report period and additional information regarding unreconciled
cases. The State Bonding Coordinators will receive the updated
default list and additional claim information twice yearly; each
report will cover the preceding six months.

5. Inquiries. Inquiries on this program should be directed to
Kathryn C. Brown or lois Morley, telephone 202-961-5597.

6. iration Date. - Continuing.
- ‘ - ” R
) A. ‘

PIERCE A. QUINLAN
Acting Deputy Manpower Administrator

Separate Cover (FMA's only)
Pederal Bonding Program Defuult List

( 'A-S'Ii;,?g



2.10 EXCERPTS FROM CONTRACT L-72-155




Contract No. L-72-155

SCHEDULE

BACKGROUND -

L o

A. For the purpose of improving piacement techniques

and demonstrating the effectiveness of specialized

maethods in meeting the employment problems of labor :
elements such as ex-offenders and others often regarded : ¢
"as high risk groups, the Secretary of Labor has estab- -
lished the Federal Bonding Program. This nationwide
program, which has operated successfully as an Experi-
mental and Demonstration Project since March 1966, is

to facilitate the placement of individuals who cannot
obtain suitable employment becuase of their inability

to qualify for fidelity bond coverage due to police,
"credit, or other records. This program is intended
particularly to assist. duly aufhorized representatives
of federal and state placement agencies in placing

such persons who have difficulty in securing fidelity -
bonds required for employment in jobs that are other- ) .
wise within their capabilities. ¢
B. In the course of their routine contacts and consulta- .
tions with local employers, representativas of féderal

and state placement agencies concerned with job develop-

ment activities frequently encounter a willingness

on the part of employers to hire persons with a criminal

or other adverse record, subject to the individual's

being qualified for the work in gtestion and his accep-

tance by a surety company for fidelity bond.

C. In some instances, the requirement for bond is an
established element in & particular employment situation
where, except.for the circumstance of the person's record,
he would be routinely covered under the employer's exist-

. ing bond coverage. In other instances, bonds are re- '
quired in situations in which the particular position
has not heretofore béden covered by bond, but is now to
be covered for the protection of the employer's interests
as a condition of employment.

‘D. This program was initially started with only the
broadest idea of what:to expect in the way of losses,
and one of the important products of, K the experiment
and development stage of the program has been the
actual loss experience. This experiénce history covers
the period March 1966, through December 1971. :

“ a5 181 " o
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Contract No. L~-72-155

- SCHEDULE : ,
. ) Average Coveraée ‘ 5 -$ 5,000.00.
Maximyum Coverage () ) $ 10,900.60
. Number of Bonds Issued o : 13610
o Number. of Claims Reported . 136

Number of Claims Paid ' ' ‘ " 56 ‘ ]

Amount of Claims Paid $ 45,630.00

-

s Amount Reserved for‘Clai@s . $ 43,877.00
‘ Losses Incurred . - o $ 89,507.00 {
Premium Earne&’ ' . : - $459,023.60 ‘ ‘
Loss Ratic - '  19.50% S

L S *

Through the experience gained in ‘a purposely limited number of \ )
cities (four), the program was expanded gradually to include ..

some whole states, then 25 more cities, then to some individual
projects, -and finally, in January ‘1971, at the end of four

and one half years of experimental work, tle program. was
established on a nationwide pilot basis. Because of early’ low
lccs .experience, the premium rate was reduced by one-third

after the first three years' operation. Data for the one-

year period of nationwide expansion (January 1, 1971, to

|
Premium Earned . . leos,ozé .00 J

. January 1, 1972) are .as follows: \
Losses Incurred - .
s (paid and reqeived) . $ 49,297.00¢
Loss Ratio . < 45.22%
II. DEFINITIONS =~ . B :

Bondee - An individual who as a member of the labor force

.. is duly nominated by the government or its agent and
accepted by the contractor for bonding coverage under the
terms of the contract. ‘

°o . - - a-s6. - 482 * ‘
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Contract ‘No. L-72-155

LS

. SCHEDULE
Spensor - Those-r agents of the governﬁent designatea to
nominate individual members of the labor force for boriding
coverage under the terms of the contract.

-

Bonding Unit - $500. ~- of bonding coverage for one person
for one calendar month or fraction thg;eof.

III. STATEMENT OF WORK

“

The contractor will provide fidelity bond coverage on an on-,
call, no selection basis-for that-portion of the labor force

which for various reasons cannot qualify for standard

commercial coverage. Heshall also provxde such special services

as may from time to time besrequired for implementation of the
program_such aS'attendance at meetings, development and

presentation of training sessxons, and special analyses and

reports. - ) ‘ . . , .

IV.  AUTOMATIC COVERAGE

Bonding coverage hereunder shall be automatxc and the contractor
may npt veto or otherwise fail or refuse to accept a Bondee

‘certified by an authorized sponsor for bonding coverage hereunder,

noththstandxng the Bondee's past record, expect that the
contractor may terminate coverage of any Bondee who has been
the cause of a paid. loss while previously bonded under this
program subject to. the provisions of paragraph X (D) below.

V. MAXIMUM CQVERAGE . ‘

-

The maximum bondlng coverage on any 1nd1vidua1 that may be
required of the contractor is $10,000.00 .-

VI. STANDARD COMMERCIAL COVERAGE = “4°

. .
Contractor shall accept or otherwise arrange for standard
commercial bondxngtgoverage any bondee who will have been
covered for a perlod of 18 consecutlve months under this
program without a default, paid.or pending, if continued
coverage remains a condition of employment.

vxf PERIOD OF PERFORMANéE

0

The perzod of this contract shall be from 1 July 1972 through
30 June 1975 for bondxng coverage with an additjonal period

for discovery and exercise of. related rights and obligations of.
15 months through 30 September 1976. ’

»

. A-57 ‘
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Contract No. L-72-155

. * SCHEDULE
VIII. REPORTS

Contractor shall submit to the Contracting Officer's Technical
Representative by not later than the 20th day of the month .
an automated Monthly Status Report in original ‘and 2 copies; an”
additional ceopy shall be forwarded to the contracting 6fficer.
The monthly status report shall group bondees hy sponsor and

for each bondee shall list:

bond number
bondee name
Social Security number
DOT code
date coverage commenced
coverage termination‘'date
coverage level (in units)
.cumulative coverage (in units)
. employer name & address
employer SIC code
. 7 .
Subtotals shall be struck for each sponsor to show bonding
units consumed during the report month. Each Monthly Status
Report shall include a recapitulation of unconsumed bonding
units carried over from prior month, bonding units ordered
during the report month, bonding units consumed during the
‘report month, balance of unconsumed bonding units remaining
and total number of bondees covered, added, and terminated
dur-ng the report month.

The contractor shall submit a semi-annual claims-report as of
June 30 and December 31 each year and at the expiration of the
contract in orginial and 3 copies to the director with an
additional copy to the contracting officey. Each semi-annual
claims report shall list for the report period:

claim number

date received

claimant name & address
date acknowledged
claim details
disposition and date

Claims listed as pending shall be carr1ed forward on subsequent
reports until final disposition has been made and reported.

418%
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. “' SCHEDULE

The contractor shall submit an annual report as of June 30
each year and at the expiration of the contract in original
and 3 copies to the Contracting Officer's Technical

. Representative:with an additional copy to -the contracting
officer. This annual report is for the purpose of apprising
the Contracting Officer's Technical Representative of the
general progress and success of the program. 1In this annual
_report the contractor shall delineate coverage provided during
the year, claims paid, claimsnzcrucd. . loss ratio, number of
bondees converted to commercial coverage, unsolved problems,
opinions, and recommendations.

IX. COMPUTATION OF BONDING UNITS CONSUMED

For the purpose of computing the number of bonding units

- consumed, a fraction of a month's coverage shall count as
a full month at the start of a bondee's period of coverage,
but a fraction of a month at the end of bondee's period of
coverage shall not be ctunted. No bondee shall be covered
concurrently for more than one position.

X. PROGRAM ADMINISTRATION

A. Within 30 days of the effective date of this contract .

and subsequent to execution of the initial bonding unit

call order the Contracting Officer's Technical Representative

shall provide the contractor with a list of bondees.

currently under program coverage. The contractor shall

continue coverage for these bondees on and after the

effective date of the contract. This list shall indicate:
bondee. name ’

DOT code

sponsor

level of coverage in bonding units

date coverage commenced

name & address of employer

B. Concurrently with the initial call order for bonding
units the Contracting Officer's Technical Representative

shall provide the contractor with a list of sponsors
authorized to designate members of the labor force for
bonding coverage under the contract. From time to time
additions and deletions to this list shall be made in

writing by the Contracting Officer's Technical Representative.




Contract NQ.QL-72-155

SCHEDULE
C. Sponsors shall designate candidates for coverage or
. terminate coverage in writing to the contractor as
‘follows:
initiation or termination
effective date
name
. - social security number
* .DOT ccde
level of coverage
name & address of employer
SIC code

All such designations shall reference this contract
number and be addressed to the contractor as follows:

. Summit Insurance Company of New York
v c/o Suite 514, 2000 L Street, NW
- Washington, D.C. 20036 ‘

.Effective date for initiation of coverage shall not be .
retroactive.

D. Contractor shall confirm initiation of coverage
within 15 days of receipt of sponsor notification by
issuance of a fully executed name schedule fidelity

bond. In the case of termination of automatic coverage
under Article IV above, cancellation shall take effect
ten days after notification to the employer of such
intent to cancel by the insurer. Orginal of such

bond or other written notification shall be jmailed to the
employer with a copy to the sponsor. -

E. THe bond required to be furnished under the terms of
this contract shall be identidal in form, including
clauses, provisions, agreements, conditions, etc., with
the sample attached to this Schedule as "Exhibit A."

XI. XEY PERSONNEL

A. The key personnel which the contractor shall furnish
for the performance of this contract are as follows:

John B. Clark
Thaddeus Clark
Victor Galin -

\» : 186/ ‘
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Contract No. L-72-155

SCHEDULE

B. The personnel specified above are considered to be
essential to the work being performed hereunder. Prior

to diverting any of the specified individuals to other
programs, the contractor shall notify the Contracting
Officer reasonably in advance and shall submit
justification (including proposed substitutions) in
sufficient detail to permit evaluation of the impact on
the program. No diversion shall be made by the contractor
without the written consent of the Contracting Officer;
provided, tha the Contracting Officer may ratify in
writing such diversion and such ratification shall
constitute the, consent of the Contracting Officer

required by this clause. The listing of key personnel
may, with the consent of the contracting parties, be
amemded from time to time during tbe course of the
contract to ‘either add or delete pergonnel, as appropriate.

" XTII. CONTRACTING OFFICER TECHNICAL REPRESENTATIVE

The Contracting Officer's Technical Representative is

Mr. Finlay L. Petrie, Chief, Division of Placement, U.S.
Employment Service, Manpower Administration, Department of
Labor. He is authorized to perform such functions as are
specified elsewhere in this schedule and to review and recommend
approval of: : :

A. Technical matters not involving a change in
the scope, price, terms, or conditions of this contract.

B. Monthly & Annual Reports.
- C. Inspection & Acceptance of Services provided.

D. Invoices.
He is not authorized to sign any contractual instruments or
direct any action that results in a change in the scope, price,

terms, or conditionsyof this contract.

XIII. RENEGOTIATION OF PREMIUM RATE

Should any annual report disclose a loss ratio for the year
_of less than 35% the contractor agrees to negotiate with the
government to reach a new premium rate such as will maintain
the. loss ratio above 35% for the succeeding yeay.

A-61
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Contract No. L-72-155

- SCHEDULE
XIV. PROCEDURE FOR TISSUANCE OF CALL ORDERS

The Contracting Officer will issue "call orders" under the
terms of this contract. Such, orders will be unilateral !
within the limits described in Article IIXI above and the
available funds stated in this contract.

(1) ' standard:Procedure:

a. Call orders will describe the services to
be provided, points of performance or delivery
and total price.

¥ .
b. Call orders will be effective on the date
they are signed by the Contracting Officer.

c. Call orders will be consecutively numbered.

d. An initial call order for 100,000 bonding
units shall be executed at the inception of this
contract.

e. Subsequent call orders shall be for quantities
of not less than 25,000 bonding units.

XV. SPECIAL SERVICES

2

The special services described under Article III above, will
be performed exclusively by the contractor's appointee,
The McLaughlin Company"zooo L Street, NW, Washington, D.C. 20036.

XVI. PAYMENT . . ’ : -
The fixed price of fidelity bonding units under this contract
will be $.85 per unit. Initial payment for 10,000 bonding

units shall be submitted for processing concurrently with the
initial call order for bonding units. Subsequent payments shall
be made against monthly invoices in the amount of the estimated
bonding unit consumption for the succeeding month. Invoices will
be submitted (original and four (4) copies) to: ‘

Contracting Officer

Division of Procurement .

Office of Administrative Services (Room 7102)
Department of Labor . -
l4th & Constitution Ave, NW

Washington, D.C. 20210

A""62 r - 1 88
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2.11 CONCLUSIONS, '"BONDING DEMONSTRATIONUPROJECT:

AN ANALYSIS OF THE PROGRAE'S FIRST YEAR"
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%ONDING DEMONSTRATION PROJECT . .
AN ANALYSIS OF THE PROGRAM'S FIRST YEAR ’ ,
N

This report on a special manpower project C
was prepared under a contract with the
Manpower Administration, Department of
Labor, under the authority of the Manpower
Development and Training Act, Organizations
and individnéls undertaking such projects under
Government'sponsorship are encouraged to

express their own judgment freely. Therefore, Marion C. Katzive
points of view or opinions stated in.this document Dctober, 1968
do not necessarily represent the official position Contract No. PO 82-34-68-39

or policy of the Department of Labor, ‘ .




:With more-complete information about the characteristics of the "succesi#ful"

Iy.  CONCLUSION

£y

The Bonding Assistance Demonstration Project was conceived as a .
x;nea}u of demonstrating the viability of bonding ex-offenders who would-other-

wise be held back from suitable employment, During its first year little was

*

found out abdut the need for s;.;ch bonding or the risks it involv;s, but a degree

of certainty was achieved on the question of whether the availahbility of bonding

could actually make a difference in the employability of ‘formier offenders. It

now seems clear that for at least some persons with criminal records, bondihga

can make the difference between unemployment and a stable, suitable position.

“

Further experimentation should be directed toward t;.elting this conclusio;x

and finding out more about the per lonl*who are actually benefited by: bonding, ’

-+

- *

bondee, bonding slots could be more ‘efficiently utilized, Sir;lila.rly[ information

on charact eri'lticn of employers béneﬁting from the program would &aid in

L

eftfbrtn,,to devwc;lop job opportunities, Programl emphasizing use of bonding for

»

trammg or upgradmg nhould alno be-tested during the expenmenta,l period as

pos nible means of explmtmg the full potentul of a bondmg program.
s ' *
The first two years of the qbqndmg program have resultedin no assurances

that bonding companies arévready to change their exclunionafy policies. The

results of further experimentation might demonstrate the usefulness of a bonding

s

s . * . i ., . P
program run by the Department of Labor to service the limited number of workers

A .
and employers who are able to benefit from the non- exclunfona.ry bond.

L4

*

*
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/ * 7 Abstract

»

_ The availability of fidelity bonds for ex-offenders who were involved in the
U. S. Department of Labor's (DOL) ifistitutional "251" prisoner training projects
has assisted job-qualified ex-offenders in gaining jobs they would not have gotten

" otherwise. This report (a) describes methods used in providing bonding assistance

to ex-offenders, ,,utilmng a central agency, and (b) presents an analysis of
demographic data on; %he types of ex-offenders who required bond.

This project, started in August 1969, is only a small part of the larger Federal
Bonding Program which the Department of Labor has been conducting since 1966.
One of the objectives of this current study was to assess the feasibility of a central
agency administering the project for numerous geographically dispersed prisoner
training projects. The Experimental Manpower Laboratory for Corrections (EMLC)
at the Draper Correctional Center in Elmore, Alabama, acted as the central agency
and collected, analyzed, and reported the demographic data which were gathered
on the bondees. . o .

’ Only minor problems were encountered in the central agency administration,
and they were remedied quickly. The ease in administering the project is attributed

‘to an open line of informal and formal communication between the bonding

certification agents in the field and the director. This close working relationship
helped to reduce formalities to a minimum and facilitated timely reporting from
the field. Conference calls from the director to groups of BCA's and brief letters

~ were also used periodically to help maintain these ties.

Two important findings from -the analysis of the demographic data and
anecdotal material are noteworthy N The project appears to have had its greatest
impact in assisting job-qualified ex-offenders to obtain employment who would
otherwise have been unable to obtain those jobs, and (2) many ex-offenders were
placed in jobs without having a bond negotiated. In many reports from the BCA's,
it was indicated that they were placing ex-offenders in jobs merely because the
employers were sold on their qualifications as soon as it was learned that the federal
government would bohd them if needed.

Additionally, it /'was found that if a central agency is to function effectively

a training center,fa problem-solving and question-answering service, and a data

collection and analysis organization, it must devote the better part of three persons'
time to the task.

From the overall analysis of the bonding project, two recommendations are
made: (1) That in order to prevent unnecessary bonding unit usage, all agents
should periodically cross-check bondee records on hand with a print-out from the
bonding company which indicates the dates that individuals were bonded and
terminated and (2) that all agents be required to mainjain data for those individuals
who are not bonded but who are placed in jobs merely because the agent mentioned
the bonding mpablhty Data from (2) would yield a more accurate appraisal of
the bonding program's beneficial impact.
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1 INSTRUCTIONS FOR OPERATING THE FEDERAL BONDING PROGRAM,

WISCONSIN STATE EMPLOYMENT SERVICE




| INSTRUCTI ONS
| for | |
OPERATION -OF

| ~ the |
FEDERAL BONDING PROGRAM

Wisconsin State Employment Service
Division of Manpower Utilization
February 1971
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LOCATION OF DESIGNATED DISTRIMCQ

FEDERAL BONDING SPECIALISTS

Appleton

Serves
Ashland
Séwea Ashland and Medford CEP
Beaver Dam
Beloit

Serves Beloit WIN

Eau Cla;re
. Serves Eau Claire WIN & Rice Lake
Fond du Lac :
Serves Fond du Lac Win
Green Bay

Serves Green Bay WIN and Shawano
Janesville
Serves Elkhorn and Hoxiroe
Kenosha |
Serves Xenosha WIN
La Crosse i
Serves Sparta SCP and Tomah
Lancaster

Serves Platteville

Appleton WIN, Neenah-Menasha

Madison Adult

Serves Madison YOC and WIN

Manitowoc ' N

" Marinette

Marshfield
M lvaykee

Serves WIN, North CEP, South CEP,
& South Milwaukee .

Oshkosh

Serves Oshkosh WIN
Bacine

Serves Racine WIN
Rhinelander

Serves Antigo SCP
Sheboygan
Stevens Point

Superior

Serves Superior WIN & Superior,
Ladysmith & Spooner CEP

Watertown
Waukesha
Wausau
Serves Wausau WIN

Wisconsin Rapids




_ The Federal Bonding Program is authorized by the MDTA Act of 1962 amended in

General Information Concerning the
Federal Bonding Program

+

1965 and is currently funded in the Department of Labor, Manpower Administration
by a combination of E and D and MDTA monies. ‘

The Manpower Administration has purchased sufficient $500 bonding units from the
bonding contractor to cover all requests from the 50 states until July 1, 1971. -
Punding with MDTA monies will continue after this date. '
The only type of fidelity bond available ‘through the program is the Naze
Schedule Bond. This  bond protects the employer against loss of money or
property through an employe's infidelity, dishonesty or default.

Any individual is eligible for ES bonding coverage who has filed s work
application with the Employment Service and is unable to secure suitable full-
time, permanent employment with a specific employer (who requires a fidelity
bond as a condition of employment) because bonding coverage has been refused
through regular commercial bonding sources. . s

Permanent full-time erployment should be interpreted in terms of the local labor
market, e.g., can be as lowv as 30 hours per week 1f this is standard with an
employer. .

Individuals on an OJT contract where an employer-employe relationship has been
established with a view toward permanent employment are eligible. L

Individuals who are on a temporsry work-expe:;iénce assigmuent such as WIN or
NYC, or who are ltilil.*in MDTA training, are not eligible.

An: individual enployéd on & correctional institution work-release progran,
where the employer has sgreed to hire the individual upon final release, is
eligible for bonding.

Self-employed persons are not eligible.
Domestic workers may be bonded for only one full-time Jg‘b.

Citizenship is not & prerequisite for obtaining a bond as long as the individual
is legally able to work.

Any bondee vhose coverage has been terminated because of any fraudulent or dis-
bhonest act is not eligible for furthet bond coversge. A quarterly list of
defaulters by pame and Social Security mmber will be regularly distributed to
local Bonding Specialists.

Bonding coverage should also be extended to an already employed worker vhom
an employer wishes to transfer or promote into a bondable Job, but who has
been refused bonding coverage through regular coemercial bonding sources.
Contect with the ES can be made by either the worker or the employer. The
worker must be personally interviewed by the ES to ascertain whether private
bond refussl has actually occurred. :

o L]
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Bonding units are issued in multiples of $500 with a maximym limit of
$10,000, on any one employe. Specialists should issue the lowest minimum
smount an employer will accept.

In a special case where a commercial bonding company has refused coverage
of an employe vhich is above our $10,000 maximum , e.g., requirement of a
$25,000 bond, the ES Specialist may certify a $10,000 bond provided that
the commercial bonding compeany agrees to cover the employe with the
additional required $15,000 of bonding.

-When an ES certified bond is terminated by the Specialist at the end of 18
months, the McLaughlin Company will contact the employer by mail and offer
private donding coverage of the employe at the lowest standard rate then
prevailing-in the locality.




Procelures for Handling
The Federal Bonding Program .

The determination of a need for ES bonding of an applicant in order that he
might secure suitable, permanent, full-time employment. can be made by any
selection and referral interviewer, counselor or job developer.

“

Evidence such as an oral statement from either the spplicant or employer that
fidelity bonding has been refused the applicant by commercial bonding

sources should be recorded on the applicant's Application Card, Form WSES-200,
under Job Development Efforts.

Cnce applicant eligibility is verified and an employer sgrees to hire an
applicant, if the FS furnishes & bond, this information should be given to
the district office Bonding Specialist who will complete the Sponsor's Cer-
tification form in triplicate, sign it and forward one copy to the agent

in Washington, D.C. This must reach the McLaughlin, Co., Washington, D.C.
within 15 days of the bondee's entry on the job. The Specialist will keep
one copy for the bonding file and forward one copy to the State Bonding Co-
ordinator, Administrative Office, Division of Manpower Utilization, Madison.

In the meantime, the Bonding Specialist will issue Bonding Form Letter No. 1 to
the employer, indicating the smount of bond, and name and Social Security
number of the individual bonded, and informing the employer that coverage for
one year is effective with entry of the applicent on the job. (The employer
will reccive the actusl bond within 15 days with a copy to the ES Bonding
Specislist.) :

Outlying offices, e.g., Antigo SCP, will obtain fidelity bonding service

through the designated Bonding Specialist in the district office serving their
territory, in this case Rhinelander. The outlying office will verify that
"bonding of an applicant has been refused by commercial bonding sources and
enter this on the applicant's Application Card, Form WSES-200. Request will
then be made for Certification forms and the satellite office will complete
sections B and C and forvard them to the Bonding Specialist for certification
and mailing to Washington, D.C. Follow-up with the employer, using the form
letters, and all terminations will be handled directly by the Bonding Specialist
in the district office making the certification.

At the end of two months of bonding, the Bonding Specialist will contact the
smployer, using Bonding Form Letter No. 2 to sscertain whether the applicant

is still on the job and, if not, remind the employer to return the bond to the
B8 for termination (enclose return-sddressed indicia envelope for convenience).
This is an important contact, since experience in other ‘states has shown that
most terminations occur in the first 60 dsys of employment and the employer
frequently forgets to return the bond which we then contipue to pay for. Also,
each termination mekes that manmy more units of $500 bonding available to the ES
for other applicants. . ~

To terminate an existing bond the Specislist will complete the "Sponsor's
Request for Termination" in quadruplicate, including the Bond Mumber, sign
the termination and forwvard two copies along with the bond itself to the

Mclaughlin Company. . -
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About two weeks prior to the end of one year the Bonding Specialist will con-
tact the employer, using Bonding Form Letter No. 3.. This letter is sent to
attempt to get the eaployer to take over the bonding of the individual or
drop bonding entirely. If this request results in jeopardizing the employe's
Job and the employer refuses to drop bonding requirements, the employer may
be informed that the bond will be continued for an additional six months.

At the end of 18 months the Bonding Specialist will inform the employer that
the bond has expired and should be returned to the district office for termina-

tion.

If & bondee changes jobs with the same empicyer, vhich results in a2 need for
a change in.the smount of coverage, the Specialist should prepare new Sections
A, B and D of the Certification form and forward to the McLaughlin Compeny. -

They will then certify the bondee for the new Job.

8ince bonding is considered to be part of the total’placemeat process, stafs
time in this connection should be charged to Code 550.

*

. “»
Criteria for eligibility of applicants are very lenient and we know of no
liability which would be incurred by the district office or the bonding
specialist from operation of the progrtn.

If you have any questions concerning eligibility of individuals or problems;
with employers, please contact the Administrative Office as follovs:

H. A. Blankenburg, State Boading Coordinator
Telephone: 608 266-0366

or

Mrs. Mary Bresnshan, Alternate
Telephone: 608 266-0367




P,

Shte O[ Wi-c‘on-il \ DEPARTMENT OF |P!DUSTRY, LABOR and HUMAN RELATIONS
A S S WISCONSIN STATE EMPLOYMENT SERVICE

-

«v] | (D.0. Addfess and City)
- RUTAT

February 26, 1971 -

e m hplwer 1) ’ - . >

.

" wis is to confirm that the | fidelity bond covering
Amount, of Bond . ’

whose Social Security

. Meme of Individual

-

No. is ) has been certified by our District

office Bonding Specialist and is effective immediately upon beginning
employment vith your firm. The signed Certification has been forwvarded
to the McLaughlin Company, 2000 L Street, N.W., Washington, D.C., 20036,
undervriters, and you should receive the actual Bond from them within

15 dxys. The Bond wil.l be ih effect for one year.

Please file the Bond in the nlpidyefl personnel folder and return it to
our office immediately if the employe terminates employment vith your
fi!‘. L4 - N B

All communications concerning your filing of & claim in connection with
this Bond should be directed to the Mclaughlin Company at the above
.ddr'.-o i .

To effect any change in coverage, contact the‘Bonding Specialist at our
Omce. i - N °

-

-
& s

Sincerely, .

District Manpower Director



« 3.2 LETTER Té'EMPLOYERS, .

CALIFORNIA STATE EMPLOYMENT SERVICE
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‘State of Wisconsin \ DEPARTMENT OF INDUSTRY, LABOR and HUMAN RELATIONS
WISCONSIN STATE EMPLOYMENT SERVICE

(D.0. address and city)

i April 26, 1971

To Exployer,

This is & routine check to see if s

(Neme of Individual) - . o

vhom we have bonded under the ES Bonding Program, is still on your .
payroll. If not, please return the Bond to our office using the en-
closed envelope. No postage is required. ’ o

if the employe remains on your payroll, please check below and return
this letter in the postage-free envelope. In this case bonding by us
will continue.

[ employe still on payroll

L

Sincerel.i .

District Manpower Director
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(D.0. address and city)

WISCONSIN STATE EMPLOYMENT SERVICE

-

February 26, 1972

* To Employer,’ -

This is to inform you that the fidelity bond covering ,

o ‘ . (Name of Individual)
which we furnished for one year will expire on
Since the individual has had no problemn during the year in connection with
the Bond, turther coverage may not be -necessary. If you feel continued
coverage ‘is required, we,would appreciate your considering regular commer-
cial bonding. This will make funds from our bonding program available to
other worthy applicants for work.

If you will return the or:lgina.l Bond to our office we will handle details
of termination. Feel free to call us if you have any questions. .

8incerely,

mltrict Mlnpowér Director




SPONSOR'S CERTIFICATION ‘
(Plecse Type)

TO: Tha McLaughlin Company, Agents ) .
indiana Bonding & Surety Company i
2000 L Street, Northwest g
Suite 514
Washington, D. C. 20036

For Company Use Only

£

A. SPONSOR

John J. Doe ES Bonding Specialist
, Name ’
Wisconsin State Employment Service P.0. Box 1469
Janesville ) Wisconsin 53545
City  State Zip

8. EMPLOYER

The ABC National Bank

123 Lincoln Street Name

o Address -
Janesville - Wisconsin

City . State Zip

C. For NEW coverage, complete the following

Ngﬂi of Bondee Amount | Effective Date | socialSecurity | D.O.T.
Last - Finst ~ |ofBond| Mo. Doy Year Number ° Code
Smith John ji2500 2 24 71 | 39k-06-1416 | 2124368
° ﬁ:’?

*uorjvuTHIa} Suipatacuxoe Ldod auo ﬁ.mza.: n;}\ *0) :u;minnau :

QL - xojwuiproo) Fujpuog Ijwyg 03 Adod auo Tywm puw ATy 4 uf Adod auo da’ay :3304

Aundwo) um'nﬁaw LT

R

peSpajmoudy aing

it Ird

‘DS




-

-

SPONSOR'S REQUEST FOR TERMINATION

BPONSOR
John J. Doe
‘ Nome ’
Wisconsin State Employment Service P.0.Box 1469
Address
Janesville Wisconsin 53545 B
City State Zip
EMPLOYER
The ABC National Bank A
' Nome
123 Lincoln Street ) | o : ’
‘Address - 1 -
Janesville _ Wisconsin 53545
City State Lip i
. . 2o Q . . . oo - a *

’

E. The cbove Sponsor hereby notifies The Mel.auj:\liri' Company ~ of the cangellation .
specified below under BOND NUMBER 2456 and worm;\js that the Employer
has been so notified:- . T ) : .
' ‘ -. Effective Date . oL
- Name of Bondee . . of Termination . . -
Lost . First - Mo. .Doy  Yeor .
< | mitn John - 16 |15 | n
Date Submitted = 6/15/71 < Local Office No.
. o o V  Signatlre of Coordmator Telephone No.
RS S ~ 608-T54-0221 -
- " S ——

‘e

-

-

-

INSTRUCTlONS

»

‘1. 1f this side of form is. complﬂed, it should be typed mm COPES and ongmol and one -

copy mailed to |mmml&mwt:am ofoddmsonrcv-m.

i
.,,u

2. If a Bondee changes from one Employer * . ther, his comcgo MUSI bo cancelled on flm
side’ond new coverage . ordered. A-78 |
A l) . .

r

A

o’

Q . - , ‘ - . .
E Indiana Bonding hereBy acknowledges receipt of the dbove request for termination. and hos effected -




(All communications in connection with this Bond should be directed to
The MclLaughlin Company, 2000 L St., N.W., Washington, D.C. 20036.)

. _ . NAME SCHEDULE FIDELITY BOND
INDIANA BONDING & SURETY COMPANY

(herein called the Underwriter) |

DECLARATIONS
1. : : ' - . Bond Number
Nome of Employer
Address
Gity Stote .
, ond the United States of Americo, herein
. called the insured. 2

2. Effective Dete of Coveroge

3. Schedule: . ' . .
T Newe of ~ : :
. Last of Jond Fi unt of Coveroge , -
N L 1. ' y .
. -
Signed, secled and dated this day of “ L9
) INDIANA BONDING & SURETY COMPANY
By: ) )

Attorney-in-Foct R

Y

4. The liability of the Underwriter is subject to the terms of the foilowing conditions:

ﬂ\o u\domuhr, in cmndcrdion of the poyrmnf of no ogreed premium ond subject to the Declarations made o part
horeof, tho Ay.mm Cohditions and othef terms of this bond, ogrees with the Insured os follows:

“mnmwumwlu calivsion, named or stcupying 3 position listdd, in the Schedule as Indicated In Declaration 3, white
_ SUVerags of the empieyes, or &1 the pesition, 2s the case may Be, is I ferce, and discevared within 15 menths after canesiietion (appilcanid, when

mnmummmmmmmwm;ummdmnm.unmm o8 proviged in Conditien $ or in
-mmm - I -

,!. In@smaity sgsinet less under prier Bend er Pekicy ~
”“mdmmnmnmtummmwnmoﬂmmmmbytmtmuniovnuwmlnlnhnaouno
o Nl which prier Dond or pelicy is terminated, Canceiiod or diewed to axpire as of the (ime of such substitution, the Underwriter agrees te indem-
mmmmmmmnmlmnd.uumn.amcmmnmmmmwhmomnmmmmmwtm
I90Ured oF SUCh Predesesser Under such prier Bond or Peiity except for the fact t the time: within which te discover 100 tharounder had expired;
PROVIDED: (1) the indemnity atferded by this paragraph shall be 3 port of and adittion te the ameunt of coverage afferded by this Bend ;
Nl (X} sueh (0ot would Nve Boon esvered under this Bendg, naut this Bond with its sgreomonts, Hmitstiens and conditions as of (he time of such sub-
NNUNEN BEon N fured whon (e acts or Sofauits CousIng SUCH |988 were commitied; and (3) recovery under this Bend en account of such loms shull in
no:mnmmmmuummmmm 1 the ameunt for which it is written asef the time of such substitu-

Wis Bond Gom in Teres when SuUch acis or detaults were ‘tted, or the ameunt wirich would have BOen recoversbie under such prier bend
- O Peliey Res sueh Srier Dend or Palicy Continued in ferce untis * A- 79 uyocmnm.“ummmm:mum
Q . EX :
- ERIC - ’Imﬁgt *ﬁfhmmnmwmtmmmy
s T upen ferminetion of employment of Bondee.
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© 3. Joint insured (not applicatie where there is but une lnsured)
The inchusion of more than une Insured shall not operote to increess the total lisbility of the Underwriter undaer :his ‘
Bond. If more thon one lnsured is nemed, notice cancelling the Bond shell be given as provided in Condition 5 by
the Insured first nemed in Declaration 1 to the Underwriter, or by the Underwriter te the other, os the case mey be.
. Such fint-nomed Insured sholl, o provided in Condition 3 ond in behelf of itself ond its Joint Ineured, give notice
to and Rurnish porticulors o the Underwriter, bring legel proceedings for its own eccount or as Trustes for any Joint
Insured, consent to settlement on account of any cleim, and any payment mede with the censent of the first-named
Insured shell fully rel-ase the Underwriter on eccount of such claim. [f the first-nemed Insured cesses for any rea- -
son to be covered under his Sond, then the Insured next nomed shall thereefter be comsidered cs the first -nemed In-
sured for all the purposes ~F this Bond. s =
CONDITIONS

*

1. Period and omount of coveroge

Coverege, listed by neme or pesition o indicated in Decleration 3, sterts with the effective dete of this Bond, or of
orwy item edded thereefter, in tha emeunt listed in the Schedule end ends with the date of cancslietion e to employes,
or poaition, es the cese muy be and epplies te the term of employment of eny employee coveroge of whom fas not
been cancelled s previded in Conditien. 5. Such coverage mey be sterted, increased or decressed by written request
of @ cortifying Sponeor ond egreement of the Underwriter. Regerdies of the number of yeers such ceverage shall con-’
tinue ond of the number of premiums poyable or peid, the Underw: iter's lisbility shell not be cumuletive, nor shall
the Underwriter be lishle for mere in the apgregete then the lergest omount listed, even though such coveregs is not
continueus becauss cancelled for one or mere perlods, or the emsunt of such ceverege is chenged. i coverage is
schedyled by position, (1) the Underwriter’s liability upen en empleyee serving in mere then ene pesition shail not
exceod the lergest ameunt of coverege listed fer eny pesition while eccupied by him; (2) in case ell identica! pesi-
tiens are not covered under this Bend, the Underwriter's liabllity for less under any such pesitien shell be reduced by
the srepertion thet the nuwber of such potitiens uncevered beers te the tetel number of such pesitions. ¢

2. Limit of liekility under this Bend end prior insurance

With respect 15 lass coused by eny employes end which eccurs partly during the peried of ceverage end pertly during

the paried of other bends ar policies isnsed by the Underwriter te the ineured or te eny predecesser in interest of the
Muﬂtmhﬁdamallc‘uollaﬁhd’m-ﬂInwhld\'ﬂnnriedhtdlnovmb.n‘dmmdd
&otimmmhldﬂnmorhdlwhwIlnblllrydﬂ\elbimmummhledcdun‘ﬂud\ v

othar Bends or Policles shall not exceed in the eggregate, the amount listed in the Schedule or the emeunt eveilable

to the Insured under such other bonds er policies os limited by the terms end cenditions thereef, fer any such loms, if .
tha, letter amcunt bo the larger., . ) .

-

3. Low-Notice-Proof-Sult v ' - .
Within 15 days ofter discovery, the Employer shell give the Underwriter netice of loss.. Within 3 menths eher dis- !
covery, the Employer shall File with-the Underwriter written, itemized proef of lom, duly swom to. Lagel proceedings -
for recevery of loss under this bond shell moke the empleyee @ party to the wit, sorving him with process therein, if
eccentibls within the jurisdiction end shall not be breught efter the enpiration of 15 menths frem Whe filing of the

proot. Any of these limitetions, If prohibited under the lew appliceble te this Bend, shall be entinded to the mini-

M’.ﬂ“m.
4. Selvege

In cose the M'nluucoﬂnmmdm.hm&m'nmﬂw fess under
this Bend, hu;hinwolmdm“. shuil rst be applied te relwburse the insured in Wil

4

5. Cencelletion 4 .
Coverage of eny employes shell be deomed concelied (o) immedistely upen discovery by the ineured of @ dishonest
act committed by the employee, or (b) immedietely the employes lowves the service of the bwured. This Bond shell
be deomed canceiled os en entirety stomaticelly immediately (1) upen cancelistion of ell items In the Schedule,
(2) upen surrender of this Bond to the Underwriter, (3) upen the retiremont from business by the insured, (4) upon the
tehing over of the ineured by @ receiver, ether liquideter or ancther erganizatien. . )

The mailing of written notice to the Imured by the Underwriter es previded in this Cenditien shall be sufficient proef
of netice and the coveroge under this bond shall end on the effective dete of cancellation steted in the notice. mo-.
VIOED: No cencellation, termination, or modificetion of this Send, whettzs By or e the request of the certifying
Spenser or by the Underwriter, shall take effect prier to the expiration of 15 doys ofter written notice of such con-
collation, terminotion, or medification hes been filed with the certifying Spenser, uniess en ecrlier dute of such cen- ‘
collation, terminetion, or modificetion is eppreved by seid certifying Spenser. . -
v e

4. Chenges® o ’
By ecceptenssé of this Bond it is ogreed that it embedies al! agreements euisting between the insured end the Under-

writer or ony of ity egents relating to this insrence., None of the previsiens, canditions er ether terms of this Bend-
_shetl be woived or altersd, mpthmithﬁwmﬁwﬁmudﬂlohhmﬁn&l{“hw-
> writer shail be mede by rider imued to form @ part horeof and signed by en ettemey-in—fact of the Underwriter.

_ tn:winess wihereef, hwrwbc“ﬁiswhhm-uﬁbnmw. .

>

, ) »10‘
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"STATE wF CALIFORNIA

2

RONALD REAGAN, Geverner

} DUPARTMENT OF EMPLOYMENT

;  CALIFORNIA STATE EMPLOYMENT SERVICE

1525 South Broadway

Los Angeles,California
RErFan "a‘

386:125

Gentlemen:

fidelity bond in the amount of §

Thank you for participating in our Bonding Program,

90015

Date:

An indemnity and
will be issued-.by the United ,

Bonding Insurance Co, effective « This bond is to cover
your company against any losses caused by the bondee,

A copy of the bond will be mailed directly to you from the bonding company.
Allow approximately ten days from today for the bond to arrive. If you
have not received it by then, please call the Bonding Specialist at your
local California State Employment Service office

telephone mmumber

Bonds are issued for twelve month periods and may be renewed at tha end of
that period, if a bondafide need, exists, Since this program is not irntended
to provide open end coverage, it will be necessary for your company to ’
attempt to use your own bonding resources at that time, If this attempt is
unsuccessful, the existing bond will be rehnewed for an additional year.

The Federal éwernmont absorbs the .full cost of this program; therefore,
ther's is no charge for this bénd oither to your com”paro' or the bondee,

A bi-monthly follorw-up is required to determine the current status of all
bonds, To accomplish this, your assistance is solicited, You will receive
& very simple questionnaire.asking: (1) Is the bondee still in your employ?
(2) If not, date of termination and why., Any comments you wish to include
will be appreciated., A self-addressed, no postage required, envelope will
be attached to the questionnaire,

IN THE EVENT THAT THE BONDEE'S EMPLOYMENT IS TERMINATED, IT IS VITALLY
IMPORTANT THAT YOU NOTIFY THE CALIFORNIA STATE EMPLOYMENT SERVICE OFFICE
BONDING SPECIALIST AS SOON AS POSSIBLE. THE FEDERAL GOVERNMENT IS CHARGED

- BY BONDING COMPANY ON-A MONTHLY -BASIS AND YQUR NUI’IFICATION OF TERMINATION
HW%NEK)WS EXPENDITURE QF. PUBLIC TAX DOLLARS,.

.

K “I' ’a‘%,

If you have ub questions or require assistance concerning this program,
Arthur Morgan,
Los A:gol—- Metro

plmo -contact the Bonding Spec:lalist
ﬁm{swnw
§ A-81
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3.3 BONDING PROGRAM PUBLICITY FLYER,
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UNITED PLANNING ORGANIZATION




P L, oo ——

ARREST ~ CONVICTION
RECORD
KEEPING YOU FROM A JOB

Has an elployer told you =mmm
“We can't hire you because you've been arrested. We can't bond

you'! Get a police clearance before you're hired."

Go to the nearest UNITED PLANNING ORGANIZATION (UPO) NEIGHBORHOOD
EMPLOYMENT NETWORK CENTER.

aecwo ve UPO BONDING PROJECT

GRT COMPLETE INFORMATION ABOUT:

» BONDING
=JOBS
= TRAINING

Visit the i!ci(hborhood Employment Center nearest’you ——

1. 1000 U Street, N.W, 5. S15 8th Street, S.E. »
2. 2435 l4th Street, N.W, 3310 18th Street, S.E.

3. 3308 14th Street, N W, 622 Division Ave,, N.E,

4, 220 K Street, N W, 516 H Street, N,E,

4

6.
7.
8.

<13 .
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" 3.4 'LETTER. TO EMPLOYERS, . .

UNITED PLANNING ORGANIZATION

- -




Dear Sir: .

What can a business executive do constructively when he
wants to hire someone, but because the person has an arrest

or «conviction record, the firm's blanket bonding policy apjears
to rule out such employment? Something is being dome to answer
that'spcc@fic question!

An amefidment to the Manpower Act in 1963 has provided a
program, operating on a limited scale, that enables employers

in the Metropolitan Washington Area to avail themselves of

skills ‘and abilities possessed by people previously unemployable
under blanket bonding provisions. Specifically, Section 105,
Title I, of the Manpower Act, empowers the Secretary of Labor

to develop and administer experimental bonding programs for
d;ladvantaged persons who are otherwise qualified for employment.

On June 8, 1966, pursuant to the provisions of this Act,
the United Planning Organization, the Community Action Agency
of the National Capital Area, wvas designated by the Department
of Labor, as a sponsor of such a bonding program. New York,
Chicago, and Los Angeles are other cities which have been
designated as participants in the demonstration program.

The United Planning Organization has already been able

to place a number of people in jobs that would have been

denied them wvere the Department of Labor bonding progranm

not in operation. Several Washington business executives have
filled critical vacancies by employing good men who were bonded
through the sponsorstiip of the United Planning Organizetion.

¥ot only is this bonding program assisting in upgrad-.ag
the employment opportunities open to many people, it i3 proeviding

-

A-85 . )

~1S

1100 Vermont Avenue. N.W. ¢ Washington, D.C. e 20005 ¢ Telephone: SB9-1100 .




many employers wvho are seriously hampered by a critical labor
shortage with semi-skilled and skilled, capable and industri-us
employees.

Because this program has great value for many of the
employers among your membership, the United Planning Orzanization
would welcome an opportunity to discuss its full implications
with you at your earliest convenience. A phone call or &« letter
from you will bring one of our manpoweér staff to give you wunre
particulars. We have several capable speakers who would be
pleased to discuss this program at one of your regular meetings.

You may receive further information by calling members of

- the UPO Manpover staff (Job Development Section) at 659-1100.

ecutive Director
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NEW YORK STATE DEPARTMENT OF LABOR
_ DIVISION OF EMPLOYMENT . )
FIELD OPERATIONS BUREAU o

FIELD OPCRATIONS MANUAL ) I
Transmittal Letter No, $5-67-48 . ’ DATE: August 15, 1Y67 ’

Re: Selection and Processing of Partigipants
in the MDTA Bonding Project

This item transmits a new manual section which provides for the
. éstablishment of the MUTA Bonding Project on a Statewide basis. New York
City memo ES 43(66) is now obsolete, Local offices will receive an initial
supply of fifty copies each of forms LS 698 and ES 699, Additional supplies
" may be requisitioned from the Albany stockroom,

«

Abe Lavine
Director of Field Operations

L.

Items Tran:’smittedr S 1tems Ubsolete

‘'able of Contents, None

IT 26390-20395 dated 8/15/67

I1 26390-26395%  dated 8/15/67

Il ES 698 datcd 8/15/07
o LI LS 699 dated 8/15/67
A
i ’ - -
- ‘ : A-87 18
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26390

26391

SELECTION AND PROCESSING OF PARTICIPANTS IN THE WDTA BONDING PROJECT

Introductlon -

.Bonding units for the program are beiﬁg made available through the New

The "MDTA Bonding Project is designed to provide bonding coverage .
workers whose prospective jobs require bondlng but who are wnabie to
obtain bonding through regular channels becayse of police records, un-
satisfactory -credit ratings or short periods of residence. The ‘'DTA"
in the titlé refers to the creation of this projcct by the MDTA Act of
1965. Bonding coverage may be offered to any applicant, regardless of
whether or not he has participated in other MDTA nrojects.

York State Employment Service. Each bonding unit represents 1 month's
coverage under a $500 bond. Maximum coverage for eligible participants
in the program is §104000 for one year (or a total of 240 bonding units),
At the time a request for bonding is received from a local office, the

Employment Consultant-Parole will reserve sufficient units to cover

_the bond for a minimum of one year. Should the bond be cancelled prior

to the expiration of the year computed from the effective date of the
bond any unused units remaining will be returned to the general fund.

Under the terms of agreement with the insurance carriér,;the Lmploy-

ment Consultant-Parole will be charged thc number of units required
for two month's coverage for each individual bonded even though ‘the
duration of employment may be less than two‘months ‘time. Example: A
worker bonded for $§1,000 (2 units per month) who teminated employment
after 1 day would use up 4 units. .

For each individual covered under the MDTA bond there is no designated
time of termination - the bond is_open ended. ‘The reason the Employ-
ment Conusltant-Parole computes the bond unit allocation on the basis of
a year is to insure that there will be sufficient bonding units avail-
able for that period of time. 100,000 units were purchased from the
insurance carrier to be available to sponsors until the supply of units
is exhausted, If the sponsor has.not gllocated all of his units it is
possible that he could then apply remaining units to extend current
bonds.

It is hoped that employers will consider taking MUTA bondees under
their own commercial coverage at the end of a year's satisfactory per-
formance by the bondee, Steps toward this may be taken at the local
level; local office bonding representatives may initiate negotiations
with employers as the year's performance by the emplovee draws to an
end, :

Pusgose
The prima}y purposes of thc bonding project are:

A. To provide bonding service for appllcants who would otherwisc be
wnable to obtain this service.

‘New cr Reviszed Material #Deletion Field Operaticn3z Eureau

&Lﬂ 48

EKC

wll Toxt Provided by ERIC




8/15[&] EMPLOYABILITY DEVELOPMENT : *IIkZbSJI 20393

ShLECTION AND PROCESSING OF
* v PARTICIPANTS IN TUE MDTA BONDING PROJECT

' 20391 (continued) v ' .

B. To determine the advisability of the continuance of this experi- , .
mental program.

C. To obtain data necessary to determine the extent of need for this
o type of bonding. .

D. To develop techinques for its implementation.

Therefore, the local office bonding représcntativc will:

1. 'Conplete the Applicant History Form ES 699, for each individual
- considered for MDTA bonding.

2. For those for whom bonding is requested, process the necessary
forms and send them to the state sponsor.

| 3. In all other cases, retain Form ES 699 in the file for future
reference,.

* 4, Enter an explanation concerning the circumstances cf each case
under the '"Comments' section.

26392 Use ofwBondingfin Placement

Caution should be exercised not to use the availability of the MTA

Bonsling Project to initiate negotiation for referral of an applicant j
to the employer. First tell the employer about the applicant's
qualifications and positive attributes, Discuss use of Bonding
Project bonds when (1) lack of commercial bondability is the last
barrier to acceptance or (2) the position to be filled is one in

which the incumbent could cause financial loss to the employer.

Offer the Bonding Project bond as a surety protection for the emplover
not as a reason for hiring the applicant. Bond coverage is meant to
supplement the applicant’s qualtications.

The availability of Bonding Project bonds should be used to obtain
job openings for the applicant who may be considered marginal be-
: cause of a police record, unsatisfactory credit rating or short per-
; iod of residence. In order to gsell"” such an applicant, the inter-
f viewer-counselor may offer bonding coverage on thosec jobs not tradi-
. tionally bondable but where dishonesty on the part-of the employee
E would result in financial loss to the employer.

~

26393 Local Office Bonding Representative's Respon51b111t1es

A bonding representative and an alternate will be de51gnated for each
local office and Youth Opportumity Center by the Office Manager. The
local office bonding representative will:

~

A. Use the following criteria tb establish the eligibility of the .

[:R\!:o#‘or Revised Naterial #Deletion A-90 . Field Operations Bureau

g 67 -48 | F. <221 .
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. ’ SELECTION AND PROCESSING OF
oo PARTICIPANTS IN THE MDTA BONDING PROJECT -~ ~— —~ - = -~ 7~

26393 (continued)
applicant and the émployer for the project.
1, Applicant eligibility,
a, Is seeking employment in New York State,

b. - Possesses the occupational skills needed to fill the bond-
able job.

¢. Requires bonding to obtain suitable employment. - — . -
d, Cannot obtain bonding through regular commercial channels.

e, Has not preV1ouslv been terminated under this program be-
cause of a fradulent or dishonest act. ’

Note: No bondee may be covered for more than one bonded‘job
at any given time.

. 2" Employer eligibility.

a. Job order includes bonding requirement
. or
job opening is not presently a bonded position but
irresponsible or dishonest conduct in the position could
materially damage the employer,

b. Employer is unable to obtain bonding for the appl1cant
under his regular bonding contract.

‘c. Job order is for a full-time position with reasonable
expectation of permanency, adequate wages and working
conditions. p

d. Required bond coverage does not exceed 310 000 (20 bond1nr
units-per month,)

In New York City Only:

Telephone the MDTA Bonding Program Sponsor
Mr, William G. Rafferty,
(telephone: S63~7660)

. - to:

1, Ascertain the availability of bonding units.

2. Reserve the appropriate number of bonding units.

*New or Revised'Material #Deletion - Field Operations Bureau
5-67-48 A—91
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26393 (continued) ! '
| B. Contact the employer to inform him that bonding has been arfénned

for the applicant., The effective date of the bond is the date on
which the applicant starts work.

Take the following action when,the applicant starts work:

1. Prepare 3 copiés of Form ES 699, Applicant History - MDTA

Bonding Project. Follow the instructions, indicated in II
| od S ¢ 1o I — -

ERIC

*New or Revised Material #Deletion

5-67-48

- s1b1e to avoid wasting bonding units.

L U0

2, Notify the employer of the effective date of the bond (date
employee starts work), Advise the emplover that the actual
bond will be mailed directly to him by the bonding company.
If the employer requests a document attesting to the bond
prior to his receiving the.actual bond from the insurance

carrier, prepare and send.to the employer the blnder Form ES
698, MDTA Bonding Project Certification.

3. Forward two copies of Form ES 99, Applicant ilistory - MUTA
Bonding:Project, to the Empldyment Consultant-Parole. Kecp
one copy in local office files, )

Follow up bi-monthly with the employer to check on the applicant's
job adjustment. Some bondees will require more attention from

the local office after’ job placement to help them adjust to the
world of work. In other instances people will quit or be dis-
charged and bond termination should be effected as soon as pos-

Follow=up with bond applicant and employer is also needed to
obtain- information to assess the project correctly. Information -
obtained at the time of follow-up contact should be noted imder
"Comments' on Bonding Hlistory Form, ES 699.

Take the following action if the employee is released from or
leaves the job or the bond is terminated:

1. Send a memorandum to the Employment Consultant-Parole, giving
him the name of the bondee, the employer, the effective date
of terminatioh and the circumstances.

2, Note the date of termination and the circumstances on the
local office's copy of the applicant's Form ES 699.

f. ’

<23 Field Operations Bureau
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. PARTICIPANTS IN THE MDTA BONDING PROJECT

_Evaluating Project

In addition to aiding those individuals actually bonded wnder this
program, great value will result from individuals gaining employment
because of the availability of the bonding assistance,:

A. Local Employment Service offices and Youth Opportunity Centers
will take the following action to assist in evaluating the MDTA
. Bonding Project program: ‘

1. _Prepare a weekly memorandum of all instances in which the

availability of bonding was discussed with the applicant and
the employer and, although no bond was certified, its availa-
bility was a definite factor in the placement which resulted.

* Include the following information regarding each such in-
stance: - '

a. Date oL
b. Applicant's name and DOT code
c. Employer's name

d. Job Title and DOT code of the job in which the applicant
was placed. . '

2, Forward this report, at- the close of business Friday to:
4 ‘ . ‘ T
Mr, William G. Rafferty-Empleyment Consultant-Parole
New York State - Division of Employment
370 Seventh Avenue - Room 1003
New York, N.,Y, 10001

Background Information

The following definitions will be helpful in discussing bonding with
employers. ‘

1. Individual Bond

The simplest form of fidelity bond is the one which bonds the em-
ployee to his employer, This is the individual bond and is used
when there is only one employee to be bonded. §

»

2. Name Schedule Bond

The schedule bond was developed to include all of-the employees to
be.bonded under one dond. A schedule is attached to the bond listing
the name, position, location of each employee and the amount for
which he is bonded. The insuring and other clauses of the bond are
the same as in' the individual bond. -t

RN .y .
Field Operations Bureau ’
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e EMPLOY'AB'IL_T?I DBVEWL MENT

(continued)

3. Position Schedule Bond

4
' »

When an cnployer has hlgh turn-over, the paper work 1nvolvgd in .
adding new employees, deducting former ones, computing carned and
unearned premiums, etc., suggest that a*less involved method be

¢ devised. Instéad of naming the individual employee occupylng cach.
p051t10n to be bonded, anvone employed in that position is bonded.

-

Blanket Bond

Blanket fidelity bonds insure the employer against loss due to

B dishonesty of any employee, regardless of who that employee may be--
vresident, or the sweeper of the back stairs, Every emdloyee is
bonded for the amount stated in the bond, which is the "Same for all
"employees, whether he is treasurer of the company or a day laborer

pushing a wheelbarrow,

COVerage 1s automatic, -

Just as soon as a

new employae
the bond.

is hired, he is bonded for the full amownt stated- in,
There are no premium adjustments during the policy term

QO “ow or Rovilod Material #Deletion :

[KC -67-48

wll Toxt Provided by ERIC

except_in the event of merger or consolidation with another company. *

* Employers-normally obLtain coverage for their emplovees by the”
use of a "blanket bond"” cap also use MOTA bondees as emplovees.
The MDTA bondee would not be covered by the blanket bond, he
would be working undet Separate coverage. Any loss: occ351oned
because of dishonesty by the MDTA bondee would be covered by the
United Bonding Company up to the dollar value of the specific
bond. Losses of undetermined origin (or individual act} are
extramely rare and should they occur, the responsibility of-
deciding which bonding’company would pay the employer would be
negotiated by the: two insurers and not the employer.

 Field Operations Bureau
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.

MJTA BONDING PROJECT CERTIFICATION

Pum ose:

bond for an applicant covered by the MDTA bonding program is maxlea directly
the employer by the bonding company. This fom, when requested by an em-

ployer, certifies that the applicant is bonded prior to the employer's recelpt
_ of the bond. . :

nguaum:

Singly,. prepared by the Employment Serv:.ce Interviewer or Coumnselor who refers
the applicant to the bonding program,

»

. Self-explanatory.

Disposition:
Send to employer of bonded applicant. -

Procedural Reference: .

IT 27390 - 27394

-

*New or Reviged Material #Deletion . - Tield Operations Bureau
e £7-48  A-95 , .
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C - MDTA BONDING PROJECT CERTIFICATION

*

F. Facsinile:

v
pres
’ " ,;: bl *“tv.{-\:;“
) LOCAL™ STATE « NATIONAL NEW YORK STATE EMPLOYMENT SERVICE
‘ This certifies that is bonded for
- - - A (name of applicant) -
for’ N effective . The actual . .-
(amount) (period of time) ’ (date)
" bond will be mailed to you within 15 days.
(Inté;ﬁibwer)~
ES 698 (8-67) ’ ‘ MUTA Bonding Project Certification
¥
A~96 '
!bw or Revised Material #Delotion ;323? ) Finld Qperations Bureau
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8/15/67 _ EMPLOYMENT SERVICE FORMS ; _ *I1 ES 609

A, Pusgose:

1. To provide the local office with a background of the appllcant and his work
" histéry before bondlng nssxst:nce was. provided,

“

.

2. To prOV1de the state sponsor (Employment Consultant-Parolg) w1th 1nformat10n
concerning applicants receiving bondlng assistance,

B. Pragaratlon:

In triplicate, prepared By the Employment Service Interviewer or Counselo£ who
refers appllcant to the bondlng program,

C. Entries: -

1, 3, 4,5, 8,9, 18, § 25. Self-explanatory

2.+ Enter primary job title and DOT Code on first line. Enter additional job
title and 07 code, if any, on second ‘line.

6. Circle highest grade qoupleted,‘pot number of years of school attended.

7. Enter this ‘information only on the two copies to be sent to the administra-
tive offices, (The information is for reporting purposes.) Do not question:
applicant; identify by observation, . s

9, Enter this 1nfornat10n only on the two cdples to bc sent to the admlnlstra-

’ tive offices. (The information is for reporting purposes. )

10. Enter name or accepted abbreviation for branch of service, date of entry on
duty and_date of discharge, If dlsablcd enter ES Handicapped code,

11. Enter L.O. number or.name of referring agency. " Enter name of interviewer
" or counsélor and L.O. bonding representative. '

12. Enter date Bonding Program discussed with applicant,

13, Circle appropriate des1gnat10n of program that establishes appl;cant s
nllg1b111ty. .

- Institutional Training - Formal curriculum in schools or
. similar institutions

Work Training - Training received in a work situation
such as on-the-job training

Work Experience - Work projects designed to develop

) employability of welfare clients and-
other disadvantaged adults and youth
(Nelghborhood Youth Corps, etc.)

;Lew or Reviged Material #Deletion A-97 . Field Operations Bureau
~67-48% .
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~ ===~ -~ APPLICANT HISTORY-MOTA-BONDING-PROGRAM — - — —~——— —— ——
C. Entries: (continued) N
Counseling ‘ - Formal ES counseling wluch meets estab-
: lished criteria need not be instituted
or reported so long as the needs of the
- . individual are adequately served by an
. . © . interviewer. -

14, Circle police or credit, if appropriate., If other, write a brief explanation
as stated by applicant. :
15,16, & 17. -To be fi lled in at the time euployer accepts applicant for a spec1f1c .
job, . .

- LA
A

-

19, Enter number of times arrested as stated or from information on poli’ce record.

20. Enter most serious charge(s) -if numerous arrests, or if arrested many times for
the. same offense, enter this informtion,

21. - If numerous arrests, enter dates corresponding with #20, .

- 22, Enter number of convictions as stated or from information on police record,
' .Enter number of times committed as stated or from information on police record.

23. ,If numerous confinements, enter reason for longest term of comitment, b .

‘. 24, Enter dates of longest term of confinement,

26, Circle "yes"” or "no"., Circle "yes' if case records which the agency has pro-
vided the information source - enter brief cxplanation, e.g., statement
, by parole officer,

)

27, In the box headed "Result" insert the date applicant started work. This will
be the effective date of the bond, Enter number of bonding units needed. To
.compute bonding units needed, divide amowt of bond by $500 and mulnply by
the number of months the bond tovers, A $2500 bond for one year requires oV
bonding units $2500 x 12 = 60, #

3500 .

28, State specific problems and/or successes encountered in obtaining suitable
employment for this person under the Bonding Project.

O .

v or Revised Material #Deleticn : 229 Field Operations Bureau
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_8/15/67 . 7 - EMPLOYMENT SERVICE FORMS' . *I1 ES 699 (p,3)

" APPLICANT HISTORY-MDTA BONDING PROGRAM

-D.  Disposition:
1. Send original and one, copy to state sponsor (Employment.Consultant-Parole),
2, File one copy in applicant";f‘s application card.

E. Procedﬁral_ szei'ence:

11 26390-26395
F, . Facsimile:
S ———————

See next page.
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Mplicant History - MWOTA Bonding Progrem

| T 1. Reme: - i B Social Security Mo, (2. 00T Title and Code

| : .
3. Mdress: it ' Zip Code |N. Phone T 5. Date of Birth

6. Education (Circle highest grade) 7. Sex " F Te. 'ﬁn'tf;i;dfa'”ﬁn‘g;lo 9. Citizen

1235486708 9% W 11 12 "1 2- 3 & Race W MW Other Yss No

10. Military Service (Branch, Dates of Service, Disadbility, if lny)'

11. Referred by (L.0. or Agencyl ' ‘ 12, Dste e
interviewer

13. Eligidility (circle onel

Institutional Training Wo rk T;ninlng _ Work Experience Counseling
1%, Reason Stated for - Police Record Other (Explain] e :
Denying Bond (circle onel Cradit Rating e B
18, Proposed Employer (Name & Address) "~ Type of Business
16. Position Agplied for (DOT Titls & Codel} ~ 17, Emplcysr B
. - ¢ Bonding Co.
18, Employment Wistory (118t most rscent job first) T
(1) Exact Jab Title Dates Employed: From: B YO
| .
:?mployor& Name and Address (, Type of Businsss T
TSalary Mours/Week Reason for Leaving 4 T -
H - T »
(2 'Ex-ct Job Title Dates Employsd: From: To: T
o , .
I . _ _ o
;mloyor Name and Address ’ Typs of Businsss B
"Salary Hours/Veek Reason for Leaving T .
! .
13 ;!uct Job Title Dates Employed: From: Tor  ~ T
J .
lemployer Wame and Address ‘ Type of Businsss
l 1
|34l ary Mours/Week Reason for Leaving '
o . ] ) .
19. Mo, Times Arrested 20, Reason!s) for Arrestis) : 21, ODatsls]
‘22, Wo. of Conviction(al 23. Resson for Confinement(e) o 24, Detels) .
Ne. of Confinement(s)

” 28, Longest Period of Confinement 26, Police or Credit Record, 1f yes, sourcs of
From To _ Yerified: Yes Ne info: o ‘
* " 27. Employment Wistory Under Bonding Program ) . -
RATE : " o, of
ok, Dev, Neferred Employer __ Job Title | bur | Pay| Result Bond Units
l
'
— ‘ = = Rt ot
i -~ , o
28. Comments (Use back of form!) ¥ 231
A-100

ES €99 (8-67) ’ N.Y.-Deot. of Ladared, E.
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¢ ; 4.0 ARTICLE ON FEDERAL BONDING PROGRAM FROM

)’N
_EMPLOYMENT SERVICE REVIEW
-
December, 1966 . | . .

' . - | o

. e A =

; ) i

1 i T e
3 ”




ES Bonding Project

A T raincc Placement Assistance
Demonstration Program is being con-
ducted jointly by the Employment
Service and the Office of Manpower
Policy, Evaluation, and Research, to
-determine whether special govern-
ment-supported bonding aid will help
place persons who are denied suitable
employment because they cannot ob-
tain comniercial bonding. Known
as the Bonding Project, it is a pilot
program authorized by a 1965
amendment to the Manpower De-
velopment and Training Act.

To be cligible, a person must have
participated in one of the following
federally financed activities: (1)
Training, (2) work training, (3)
work experience, or (4) counseling,
and be seeking employment through
the public Employment Service.

Bonding coverage for approxi.
mately 1,700 persons has been pur-
chased by the Department of Labor.
This coverage is being used by Em-
ployment Service local offices in five
pilot cities: Chicago, Kansas City,
Los Angeles, New York City, and
Washington, D.C. In each city, an
ES staff member has been designated
as area sponsor to inform local office
staff on the intent and impleiicnta.
tion of the program. He is also re-
sponsible for reviewing eligibility of
potential bondees and employers,

“and for certifying and terminating
bonds with the company. The avail-
ability of bonds is offered to persons
in all occupations within any in-
dustry. .

In addition to* this demonstration
gcrogram. bonding assistance also is

ing offered through six special
manpower projects—two of them in
prisons—through arrangements with
the Office of Manpower Poficy, Lval-
uation, and Rescarch. “These special
projects were selected on the basis of
the relatively large number of MDTA-
enrollces, other trainees, and 1cleasees
whose - higtories inhibit them from

December 1966 . L

¥

obtaining commercial bonds and con-
sequently satisfactory cinployment.
For cach special project, a sponsor has
been designated shose responsibilities
are essentially the same as those of the
Employment Service arca sponsor.

‘The first 3 months of bonding proj-
ect operation have benefited directly
only a few dozen individuals.  This
may be duc to several factors. For
one thing, increased job opportuni-
ties have cased some placeinent prob-
lems. When, there is a choice of
referring an applicant who apparent-
ly is not commercially bondable to a
bonded job or to a job not requiring
bond. interviewers naturally have
tended to refer himn to the umbonded
job. Furthermore, a tightened job

market has caused some employers

Iy

Ny Aw—a e w s s

to reduce hiring requirements and
mahe more jobs available without
bonding. ‘oo, many  potential

* bondees lack skills or knowledge re:

quired to fill satisfactorily the present.
ly vacant bondable positivns.  1n
somie iistances, caplogers buve toen
hesitant about aceepting offers of

- bonding assistance, UApresing coii

cern that special protection for some
may be prejudicial to their tonmal
surcty honding coverage. ‘
However, the availability of this
type of special case bondimnr cnei-
age has produced suine execllont e
direct assistance to the taruet groups
in getting jobs. Omne such benelit
has been to remove bondability s
an cmployer discriminatory sereen=:
ing device. Once the seal mipedr-
ment to hiring becomes clear, and s
not hidden behind a bondiog tequire:
ment, constructive remedial steps
can be taken, With bondmg re-
moved as a problgm, other spiceitie
Yegal restrictions and licensing 1.
guircments have been identified und
tackled directly. .-
Perhaps the most significunt am-

Would you hire this man? He has 17 years' experience as a con-
trolley”and ipdustrial salesman, a college education, good apjwar-
ance—and a conviction record as an enbezzler.  He is a parolec from
a Federal prison, under obligation to pay back $35,000 to an in-
surance company.

A difficult position for the applicant, a difficult decision for the
employer. Gommercial bonding companics would not cover this
man— but work at the unbonded tvpes of jubs operi to hini was ata
salury lovel that made paying back the $35,000 impossible.  An em-
ployer who needed 2 man with his capabilitics was hesitant: ‘This was
a key position in the company, and dishonesty by -the incumbent
could be very costly, The employer *would consider hiring him only
if ha had protection against financial loss through a surety bond.

3 Mgiy for employer and applicant, the applicant’s parole
Bl contacted by an Esuployment Service counselor and
he knew & Pilot Monding project” had just stasted i his city. ‘The
parole officer directed the man to the local Employment Service
office. “T'Hére he subspitted an application for employment, discussed
his job goals with an Wployment Service intervicwer, artd arrabges
snents were made for®ecial bonding protection needed tg overcome
the barricr his prison record prusented to acceptance and hiring by-
the'émployer.. He was placed’in the employer's vacant bookkeeping

and the applicant’is now a produclive met
and his comnunity. . ‘

. position and s filling it capably and well. “The &-n%cr is pleased —

er WBs company teas
A :
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pact of the bonding project thus far
has been a bolstering of confidence
of both jobscekers with police records
and the Employment Service inter-
viewers—and often of employers, too.
Applicants are more willing to dis-
close complete background informa-

tion, often revealing acquired skills _

and knowledge not otherwise appar-
ent, as well as arrest/convictions,
poor credit, etc. Previously, appli-
cants frequently ruled out bonded
jobs and would not discuss skills and
training acquired while imprisoned.
Interviewers now attempt referral of
qualified—but apparently not com-

mercially bondable—applicants to .

employers whom they would not
otherwise approach. This increased
frankness and confidence has some-
times been rewarded by having the
applicant accepted without providing
the special bonding aid, cither
through hiring without bond or ae-

tance under the employer’s reg-
ular “blanket” bond.




