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Labor's Office of National Programs annually 
administers about $600 million in awards for 
employment, training, and related services to 
disadvantaged groups in labor markets. GAO 
found that th is Office 

--used sole source awards without ad­
equately justifying their use, 

--seldom evaluated awardees before renew­
ing their awards, 

-- rarely evaluated or negotiated award pro­
posals adequately before funding them, 
and 

-- inconsistently and inadequately moni­
tored awardee performance to insure 
award te rms were met. 
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competitive awards and that Labor separate 

I grant and contract functions from the Office. 
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COMPTROLLER GENERAL'S 
REPORT TO THE CHAIRMAN 
COMMITTEE ON LABOR AND 

LABOR NEEDS TO BETTER SELECT, 
MONITOR, AND EVALUATE ITS 
EMPLOYMENT AND TRAINING AWARDEES 

HUMAN RESOURCES 
UNITED STATES SENATE 

D I G E S T 

The Department of Labor's Office of National Pro­
grams administers about $600 million each fiscal 
year in grant and contract awards under the Com­
prehen•ive Employment and Training Act and the 
Older Americana Act for employment, training, and 
related aervicea. GAO undertook this review to 
ass••• how well the Office carried out it• admin­
istrative processes. During the review, the 
Chairman of the · Senate Committee on Labor and 
Human Resources requested that GAO address it• 
report to him. 

GAO reviewed a statistical sample of 175 awards 
from an ••timated universe of 479 awards or major 
funding decisions made in fiscal year ·1979, The 
1979 award• were chosen because, at the time 
fieldwork was done, they were in place long 
enough to evaluate the Office's administration 
of them. (See pp. 2 and 3.) 

MANY AWARDS MADE ON A SOLE 
SOURCE BASIS: RENEWALS NOT EVALUATED 

The Office often used sole source awards for 
special projects 1/ and, for most awards in the 
sample universe, did not adequately consider 
awardees' prior performance when making a 
renewal award. 

Based on GAO's sample universe, the Office made 
237 awards (49 percent) on a formula basis 1/ and 
102 awards (21 percent) competitively. Of these 
102 awards, 82 were made through competitive 
processes mandated by Labor regulations. The 
remaining 20 awards were for special projects. 

1/0ther than formula awards and awards for na­
- tionally competed farmworker projects. 

2/Formula awards were made by allocating fund• to 
- eligible and qualifying awardees based on such 

factors as the size of the population in the 
area to be served. 
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The other 140 awards (29 percent) 1/ were made 
noncompetitively for special projects, with no 
attempt to determine whether there were other 
responsible applicants. (Seep. 7.) 

Because of the potential for better work agreements 
and/or lower costs resulting from competition, the 
Office should justify each instance when it con­
siders only one organization for a special project 
award. For the 140 sole source awards, GAO found 
little evidence supporting the decisions. For 
66 awards (47 percent), sole source review and justi­
fication had been administratively waived, and in 
another 66 cases, GAO could find no Labor-prepared 
justification for the sole source awards. For the 
other eight awards (6 percent), sole source justifi­
cations were prepared, but documents in the award 
files showed that these justifications were merely 
restatements of statutory authority to do so, rather 
than explanations of the circumstances justifying 
sole source awards. (Seep. 8.) 

Although 82 percent of the Office's awards were 
renewals to the same organization, the Office 
rarely assessed the awardees' prior performance in 
making refunding decisions. GAO found these assess­
ments in only 13 percent of the award renewals. 
(See p. 10.) 

GOOD GRANT AND CONTRACT MANAGEMENT 
PRACTICES OFTEN NOT USED FOR AWARDS 

The Office did not separate grant and contracting 
management and- program responsibilities. (See 
p. 16.) Consequently, most of the award activities, 
such as evaluating and negotiating proposals, were 
handled by program staff who placed little emphasis 
on following good grant and contracting practices. 
As a result: 

--More than two-thirds of the awards in GAO's sample 
universe were not fully reviewed and negotiated; 
hence, many contained vague statements of the 
proposed work, questionable or unjustified costs, 
and budget errors. For example, one award over­
stated budgeted salaries by about $64,000. One of 
these errors was that the project coordinator's 
salary was budgeted for more than his annual 
salary even though he was only scheduled to work 
30 weeks of the year. (See pp. 17 and 21.) 

l/Does not total 100 percent due to rounding. 
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--some awardees were authorized to begin work 
before the awards were made without the Govern­
ment'• interests being protected by specifying 
the terms of the work authorizations. (See 
p. 22. } 

--Many awardees were placed on a letter-of•credit 
payment system without adequate documentation 
that they met the system's requirements. (See 
p. 26. ) 

--The date the award became effective frequently 
preceded the date it was executed. (Seep. 27.) 

MONITORING OF AWARDS LIMITED 

The Office has not adequately monitored it• 
awardees. Consequently, it did not know whether 
ite awardees met objectives and prudently uaed 
Federal funds. GAO found that 34 percent of the 
file• ahowed no evidence of monitoring, 41 per­
cent showed little monitoring, and only 19 percent 
showed regular monitoring. (See · p. 33.) 

Although a primary method of monitoring is review­
ing awardees' progress reports, 31 percent of the 
Office's awardees failed to submit most (70 to 
80 percent) of the required progress and fiscal 
reports for the latest performance period at the 
time of GAO'a review. Twenty-four percent did not 
submit most of the required reports for prior re­
porting periods. Only in 17 percent of the cases 
where moat reports were not submitted did GAO find 
evidence that the Office tried to obtain the miss­
ing reports. (Seep. 33.) 

Office representatives did not visit 58 percent 
of the awardees. Most of the Labor representa­
tives assigned to the awards told GAO that the 
Office did not have enough money for site visits 
or that their workload was too heavy. (See 
p. 35. ) 

When Office representatives identified awardee 
problems, they did not always attempt to resolve 
them. In addition, GAO found many problems that 
had not been identified by the representatives. 
For example, the award files contained a discus­
sion of a fraud incident in which a counselor had 
submitted false timesheets and issued checks for 
a terminated enrollee. The Office representative 
for the award was not familiar with the incident 
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and did not know whether the funds had been re­
covered. (See pp. 36 and 37.) 

RECOMMENDATIONS TO THE 
SECRETARY OF LABOR 

The Secretary ■hould require the Office to make 
greater u■e of competitive awards for its special 
project■, fully justify any awards made on a non­
competitive ba■ia, and formally asse■s the per­
formance of .awardee■ before refunding them. (See 
p. 13. ) 

To in■ure that sound grant and contracting prac­
tices are followed, the secretary should separate 
these function■ from the Office. GAO also recom­
mend• other action• to improve the preaward process, . 
including that the Secretary request proposal• for 
Indian program activities only after appropriations 
are known. (Seep. 30.) 

The Secretary should improve the Office'• monitor­
ing of ita awardee■ ' activities by placing greater 
emphasis on site visitsr obtaining required reports, 
and promptly identifying, following up on, and re­
solving problems with awardee performance. (See 
p. 38. ) 

AGENCY COMMENTS 

By July 21, 1981, letter, the Department of Labor, 
with one exception, concurred with all recommenda­
tion■ and •~ated that action■ are being taken to 
implement them. (See app. IV.) 

Labor disagreed with GAO'a recommendation to request 
Indian program proposals only after ita appropria­
tion■ are known. Labor believed that (1) receiving 
a apecial one-time partial year appropriation would 
not be feasible at thia time and (2) the i ■aue of 
"advance appropriations" must be resolved on a 
Government-wide basis before it can act on GAO'• 
recommendation. GAO agrees that the fiscal year 
1982 budget cycle is too far advanced to implement 
its recommendation for that year, but this special 
appropriation can be requested in a subsequent year. 
GAO alao believes that the isaue of "advance appro­
priations" does not apply in this in•■tance and 
that Labor should act on its recommendation. (See 
P• 31.) 
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CHAPTER 1 

INTRODUCTION 

The Comprehenaive Employment and Training Act of 1973 (CETA) 
(29 u.s.c. 801, •• amended by Pub. L. No. 95-524) waa enacted to 
(1) establiah a flexible and decentralized syatem of Pederal, 
State, and local program■ to provide job training and employment 
opportunitiea for economically disadvantaged, unemployed, or 
underemployed peraona and (2) assure that training and other 
services lead to maximum employment opportunities and enhanced 
self-sufficiency. Most CETA activitiea · are carried out by prime 
sponsors--generally State and local governmenta--with grants from • 
the Department of Labor under various titles of the act. In con­
trast, the Congre•• felt that programs for persona who face spe-
cial disadvantage• in the labor markets were beat administered 
at the national level. Labor's Office of National Programs (ONP), 
part of the Employment and Training Administration (ETA), adminis­
ters several of these programs under authority contained in CETA 
title III. It al■o administers a program authorized by title IX 
of the Older Americana Act (42 u.s.c. 3001 and 3056), •• 4mended 
by the Older American Amendments of 1975. 

PROGRAM ACTIVITIES AND FUNDING 

ONP award■ grant• and contracts for (1) employment and train­
ing aasiatance and (2) related purposes (such as technical aeaist­
ance to awardeea) through four program offices. ONP's fifth office, 
the Office of Contracting Services, provides procurement support 
services to the following four program officess 

--Office of Special National Programs and Activitiea. Thia 
office adailnl■t•r• varloue discretionary award• to provide 
employment and training aaaiatance for peraone with severe 
disadvantai•• in labor market■ in induatrie■ and occupa­
tions not readily accessible to State.and local prime 
aponeors. The office funds various organizations, but 
primarily community-based organization• and labor unions. 

--Office of Farmworker and Rural Employment Programs. This 
office ■upport■ programs designed to combat chronic un­
employment, underemployment, and substandard living con­
dition■ experienced by migrant and seasonal farmworkers 
and their famili••· These programs provide training and 
supportive services to individuals who wish to leave farm­
worker occupations and improved standards of living for 
those who remain in the agricultural labor market. Awards 
are made primarily to public agencies and public nonprofit 
firms and are funded both by competitive allocations and 
on a diacretionary basis. 
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--Office of Indian and Native American Programa. Thia 
office mainly provides formula grant• to tribal govern­
ment• and other organizations controlled by Native 
Americana for activitiea, including public •ervice em­
ploy~nt, claa•room and on-the-job training, work ex­
perience, day care, counseling, and youth programa. 

--Office of National Programs for Older Workera. The•e 
program■, authorized by CETA title III and the Older 
Americana Act, are funded on a formula baaia through 
national older worker organizations and State agencies. 
The programs aim to improve the economic and peraonal 
well-being of low-income persona, age 55 and above . 
Participants primarily provide such COlllllUnity services 
as school and hospital work and restoration and conserva­
tion efforts. 

Estimated obligations for these offices in fiscal years 1979 
and 1980 weres 

ONP office 

office of Special National 
Programs and Activities 

Office of Farmworker and 
Rural Employment Programs 

Office of Ind±an and Native 
American Programs 

Office of National Programs 
for Older Workers 

Total 

OBJECTIVE, SCOPE, AND METHODOLOGY 

Fiscal year obligations 
1979 1980 

(million•> 

$ 57.S 

98.6 

218.2 

240.7 

$615.0 

$ 72.3 

96.9 . 

201.1 

276.5 

$646.8 

our previous reports on selected ONP activities (seep. 39) 
indicated that a broad review of its administrative practices 
should be made to identify opportunities for improving operations. 
During our review, the Chairman, Senate Committee on Labor and 
Human Resources, requested that we address our report to him. 

Our objective was to assess how well ONP carried out its 
administrative processes for awarding and administering grants and 
contracts f~r employment, training, and related services. In this 
regard, we analyzed 

--to what extent prior performance was a factor in renewing 
awards: 

--whether possible alternative service deliverers were con­
sidered before selecting awardees: 
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--how frequently OHP authorized award••• to begin work 
before the award• were executed1 

--how ONP conducted other award-relat·ed acti vi tie•, such 
a• negotiating award• and determining whether recipient• 

· qualified to be put on the letter-of-credit payment method: 

--how extenaively awardees were monitored by ONPJ and 

--to what extent grant and contract management and program 
reaponaibilitie• were separated in carrying out award 
activitiea. 

We did not viait awardees to assess how well the service deliverer■ 
carried out award activities and to what extent benefit• accrued 
to the client populations. 

To accompli•h our objective, we learned in general terme how 
ONP carried out award activities by (1) interviewing top-level 
ONP official• and their ataffa, (2) interviewing other Labor offi­
cials knowledgeable of ONP activities, (3) reviewing management 
reports prepared by or for ONP, (4) reviewing prior report• pre­
pared by ua (aee app. I), and (5) reviewing other documents de­
scribing how ONP operates. 

We aaaeased ONP'a award activities by analyzing a statistical 
sample of 175 awards from .an estimated 479 awards made in fiscal 
year 1979. To do this, we designed instruments to record data 
from award files. We interviewed the ONP staff member (ONP rep­
resentative) assigned to each award using another data collection 
instrument to gain additional information about the award. 

We did our work at the Department of Labor in Wa•hington, D.C., 
where moat of ONP'a activities are carried out, and at aeveral 
cities (Anchorage, Alaska: Denver, Colorado1 San Francisco, Cali­
fornia: and Seattle, Washington) where ONP repreaentatives are 
stationed. 

Sampling methodology 

Statistical sampling enabled us to draw conclusions about 
the univer•e of interest. The results from a ~tatiatical sample 
are always subject to some uncertainty (i.e., sampling error) 
because only part of the universe has been selected for analysis. 
The sampling error consists of two parts: confidence level and 
range. The confidence level indicates the degree of confidence 
that can be placed in estimates derived from the sample. The 
range is the upper and lower limits between which the actual 
universe value will be found. Our sample size was determined 
so that the expected sampling error would not exceed 7 percent 
at the 95-percent confidence level. 
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For example, a random sample of awards made by ONP showed 
that 82 percent of the awards in our sample universe were renewals. 
Using our sampling error formula, we were 95-percent confident 
that the true percentage of renewals would be within plus or minus 
5 percent of the sample results. Thus, if we had looked at all 
ONP awards during our period of interest, the chances would be 95 
in 100 that the actual percentage of renewals would have been 
between 77 and 87 percent. (See app. II for the more crucial 
estimates and sampling error sizes.) 

The basis for all sampling in our review was a Labor­
supplied printout of new awards or major fundinga 1/ of in-place 
awards made during fiscal year 1979. We chose 1979 since, at the 
time we compiled the universe, these awards were in place long 
enough to allow us to look at the areas we were interested in--
such as progress evaluation--but also were awarded under procedures 
in use at the time of our fieldwork, with the exception of a CETA 
title III steering committee established after our sample period. 

Since ETA does not compile budget information on awards by 
administrative office, but rather by budget function, we cannot 
be sure of the exact number of awards of $25,000 or more made by 
ONP in fiscal year 1979. However, based on the data supplied by 
Labor, our tests of the universe for accuracy, and our sampling 
of universe elements, we believe that the following approximate~ 
the universe of awards: 

Estimated Number of 
ONP office universe awards sam12led 

Office of Special National 
Programs and Activities 73 40 

Office of Farmworker and 
Rural Employment Programs 135 so 

Office of Indian an9 
Native American Programs 201 so 

Office of National Programs 
for Older Workers 70 35 

Total 479 175 -
We did not perform a reliability assessment of ETA's management 
information system that generated these data. 

1/We excluded all awards of less than $25,000 since these awards 
- were usually for services, such as purchase orders, rather than 

providing employment and training services. 

4 



After separating the awards by 0NP office, we randomly selected 
a aample within eaeh office ao that our results would be atatiati­
cally valid for each office and for the universe of fiacal year 
1979 awards. In addition, we stratified the farmworker awards 
by award mechani ■ms (1) formal competitive proces ■ and (2) other 
awards. (See ch. 2.) 

Grant requirements versus 
contract requirements 

In general, the roles, responsibilities, and legal obligations 
of both the Federal Government and the recipient are different for 
contracts than they are for grants. In addition, contracting proce­
dures are baaed on a substantial body of law and regulation. This 
ia not true for grants. The issue of when it is appropriate to 
enter into either a grant relationship or a contract relationship 
and the attendant consequences of this choice are under much study 
and are not likely to be resolved in the near future. 

In our ■ample universe, one 0NP office used contracts to obtain 
employment and training services, while other 0NP offices used 
grants for similar types of awards. Labor's Acting Solicitor told 
us that Labor characterizes the legal obligations under the con­
tracts made by the one 0NP office as contractual obligations, 
although Labor characterizes the Labor-recipient relationship as 
"financial assistance" (grant) under the Federal Grant and Coopera­
tive Agreement Act of 1977 (41 u.s.c. 504). 

Since 0NP uaes both grants and contracts for similar employment 
and training activities, we did not differentiate between 0NP grants 
and contracts in this report. Rather we evaluated 0NP's administra­
tive practices in terms of 0NP "awards." We believe that, in the 
context of 0NP's mission, the issues we discuss and recommendations 
we make involve practices that are common to both 0NP grants and 
0NP contracts for employment and training activities. We believe 
that the actions we recommend are, for 0NP, p~udent practices that 
it should undertake to ensure that CETA and Older Americana Act 
funds are effectively and efficiently spent. We are not suggesting 
that our recommendations should necessarily apply to other Labor or 
other agencies' grant activities. Nor are we, in this report, ad­
vocating the wholesale adoption of the governing body of civilian 
contract procedures, the Federal Procurement Regulations, to grant 
activities. 

Naming grantees.and contractors 

We limited our review of sampled awards. to (1) reviewing award 
files and other materials the 0NP representatives indicated were 
pertinent and ( 2) .interviewing the 0NP repreaentati ves. We did 
not contact the awardees since our intent was to review 0NP award 
practices. Accordingly, we are not identifying awardees in this 
report. 
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CHAPTER 2 

AWARDEES WERE OFTEN SELECTED ON A 

SOLE SOURCE BASIS, AND THEIR PERFORMANCE 

WAS SELDOM EVALUATED BEFORE AWARD RENEWAL 

ONP often made awards for special projects 1/ on a sole source 
basis without considering other potential awardees. overall, ONP 
considered more than one applicant only 21 percent of the time. 
Of the other awarda, 49 percent were made based on formula alloca­
tions 2/ in two ONP office■, and 29 percent were made on a sole 
source-basis for special projects without considering other 
organizations. 3/ For the special project awards made on a 
sole source baaia, the records seldom indicated why ONP did not 
conaider other potential awardees. 

Additionally, ·a2 percent of the award■ in our sample univerae 
were renewal ■ of previoua award■ . Eighty-seven percent of these 
renewals were made without formally evaluating the awardeee' prior 
performance. 

COMPETITION IS THE PREFERRED 
PROCEDURE FOR MAKING AWARDS 

The Congress has hiatorically required that Government pur­
chases of goods and services be accomplished using full and free 
competition to the maximum extent practicable. Offering all quali­
fied individuals or organizations the opportunity to compete helps 
to minimize favoritism and collusion and provides greater assurance 
that supplies and eervices are obtained at the lowest prices, con­
sidering quality and other factors. Purchases of supplies or serv­
ices for Government use are written as contracts. 

Labor has a basic procurement policy that the selection of 
contractors shall be baaed on competition·among responsible sup­
pliers. However, Labor recognizes that there are circumstances 
where one organization or individual has exclusive or predominant 
capability by reason of expertise, specialized facilities, or 
technical competence to perform the work within the time required 
at a reasonable price. 

1/0ther than formula awards and awards for nationally competed 
- farmworker projects. 

1/Theae awards were made by allocating funds to eligible and 
qualifying organizations baaed on the size o~ the population 
to be served and, for Indian programs, income and unemployment 
levels. 

1/Does not total 100 percent due to rounding. 
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Agenci•• alao enter into other agreements called grants. 
Theae are uaed to further a Federal purpose, such as providing 
funds to employ and train disadvantaged persons. Statutes and 
regulations concerning the use of competition for awarding grants 
are not aa explicit as those for awarding contract•. However, 
because of the potential for better work agreement• and/or lower 
coats, we believe the principle of full and free competition, where 
practicable, ahould also be the preferred method for awarding ONP 
grants. 

Both the Federal procurement regulations and Labor procurement 
regulations require that any noncompetitive contract award be fully 
justified and &pproved at a high level. For Labor, the Assistant 
secretary for Administration and Management generally approves non­
competitive awa~ds. Again, while those principle• apply to purchases 
made by contracts, we believe the principle of fully justifying any 
noncompetitive ONP grant should also be followed. 

Labor ha• established a Procurement Review Board to review 
proposed noncompetitive contracts, grants, agreements, or award 
modifications. Generally, all proposed noncompetitive awards or 
modifications of $10,000 or more (or SO percent of the original 
procurement, whichever is leas) must be reviewed by the board. 
Labor guidelines exempt from board review certain kinda of awarda, 
including some ONP awards. 

MANY SPECIAL PROJECT AWARQS WERE 
MADE WITHOUT COMPETITION 

ONP awards funds three different ways. ONP made 102 awards 
(21 percent) in our sample universe by soliciting proposals from 
more than one applicant. Most of these awards (82 of 102 awards, 
or 80 percent) were made by the farmworker office for three of 
its programs in which the competitive process was mandated by its 
regulations. The other 20 awards in which ONP considered more than 
one applicant were for special projects. Eight of these awards were 
made by the farmworker office, and the Indiah program office made 
12 awards competitively for its economic stimulus program. The 
economic stimulus program was being phased out since it was intended 
to be part of a temporary stimulus to the economy. l/ 

!/Because we directed our work to determining the extent of and 
- justification for sole source awards for special projects, we 

did not attempt to aaaeas the fairness of the competitive 
process. However, our recent report 11 Labor Needs to Better 
Manage Migrant Grants in Virginia and Improve the Process for 
Selecting Granteea 11 (July 1, 1981, HRD-81-66) noted some prob­
lems with the farmworker competitive process involving one grant. 
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ONP made 237 award• (49 percent) in our sample universe on a 
for:rnula basis in the Indian and older worker program offices. 1/ 
The other 140 awards (29 percent) 2/ in our sample universe were 
made on a sole source basis for special projects with no attempt 
by ONP to determine whether other responsible sources were avail­
able. Most of these sole source awards were made by two ONP 
officesa 

--The Office of Special National Programs and Activities made 
all of its 73 awards noncanpetitively. 

--The farmworker program office made 45 (85 percent) of its 
53 special project awards noncanpetitively. 

Little justification 
of sole source award• 

Because of the potential for better work agreements and/or 
lower costs associated with canpetition, we believe that noncom­
petitive awards for special ONP projects should be fully justi­
fied. We reviewed the award files to determine what support they 
contained for the sole source awards. 

For the 140 sole source awards in our sample universe, in 

--66 cases (47 percent), he files did not contain any jus­
tification for the sole source awards; 

--66 cases (47 percent), ONP waived sole source reviews and 
justifications: and 

--8 cases (6 percent), ONP prepared sole source justifica­
tions. 

'Ibe justifications for the eight sole source awards were merely 
restatements of statutory authority to do so with no explanation 
of the circumstances justifying the sole source awards. 

1/While these awards were made on a noncompetitive basis, Labor's 
- regulations stipulate that funds be allocated by predetermined 

formulae to eligible organizations, such as Native American 
tribal governments and State offices on aging, to provide wide 
distributions of program funds. Since we devoted our work to 
determining the extent of and justification for special (non­
formula) ONP projects, we did not assess the fairness of the 
allocation systems. Our report "The Distribution of Senior 
Community Service Emplo}fflent Program Positions" (Nov. 8, 1979, 
HRD-80-13) discussed the procedures used at that time for select­
ing project sites for one older worker program. 

!/Does not total 100 percent due to rounding. 
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The 66 •ol• •ource award• in which ONP waived the reviews and 
justification• were made by the Office of Special National Programs 
and Activitiea, The waiver■ were baaed on a Labor procurement man­
ual provision allowing this action. We asked Labor'• Acting Solici­
tor for the legal baaia for the waivers. He saids 

"The juatification for exempting certain ONP award• 
from the general requirement of the prior approval 
for non-canpetitive contracts is contained in CETA 
§123 (1), which provides, 

••**The Secretary and recipients of financial••­
sistance under this Act shall give special con■ider­
ation, in carrying out program■ authorized by thi• 
Act, to conmunity-based organizations, as defined 
in section 3, which have demonstrated effectivene•• 
in the delivery of employment and training 
service■ .'***" 

Labor'• Acting SOlicitor said us that Labor had administra­
tively defined "demonstrated effectiveness" to mean that the serv­
ices an awardee will provide relate specifically to competencies 
in (1) access to target groups, (2) capability of providing spe­
cific training, and (3) access to jobs. 

Some sole ■ource awards based on Labor's administrative defini­
tion of "special consideration" for awardees of "demon1trated ef­
fectiveness" did not seem justified. In some cases, even when 
organization■ performed poorly, ONP continued to fund them without 
determining whether others could have done a better job. For 
examples 

-~NP funded an entrepreneurial developnent job training effort 
in commercial silk screening and lithography through an in­
teragency agreement with the Department of Commerce in fiscal 
year 1978. This effort was a failure, and the problems en­
countered were well documented. Despite ONP'a knowledge of 
the problems, ONP renewed the job training portion of the 
project in 1979 for $452,700 with half of the funding from 
ONP and half £ran ETA• s Office of Youth Program■. The 
vol\Jt\e of information in ONP's files regarding poor perform­
ance and failure to reach established goals was overwhelming. 
However, Labor continued to provide assistance with the hope 
of turning the program around. ONP was ready to terminate 
the -project before its termination date if significant prob­
lems continued. Any improvements made were not well docu­
mented in the files. The project was renewed in 1980 for 
$527,000. The award files files did not contain any jus­
tification for the fiscal year 1979 sole source procurement, 
and sole source ·review and justification were waived for 
the 1980 award. 
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--ONP awarded $ 488, 000 in f i•cal year 1979 to an organization 
of church-related conmunity economic developnent or other 
self-help organization• and church mi■■ion unit•. The 
awardee was to train and place 51 per■on■ in baaic con­
struction skills. When ONP was conaidering award renewal 
with 1 month left in the award period, the awardee had ap­
parently met ita training goal, but had placed only 11 par­
tfcipanta. -Oeapite this poor placement performance, ONP 
funded the awardee in fiscal year 1980 for $1 million, with 
the funding split between ONP and ETA'• Office of Youth 
Programa. Both the fiscal year 1979 and 1980 awards waived 
sole source review and justificaticn. 

For other examples of problems noted during our review, see ap­
pendix III. 

We reviewed Procurement Review Board files to determine if 
the board reviewed any of the awards in our sample universe. For 
the two awards in our sample universe that received board review, 
the material provided to the board appeared to adequately justify 
the sole source awards. 

Steering committee review 

In September 1979, after most of the award■ in our sample 
universe were made, Labor established a CETA title III steering 
committee 1/ to review and approve the use of title III discretion­
ary funds.- Moat of these funds are administered by ONP's Office 

. of Special National Programs and Activities. 

The committee reviews and approves, as appropriate, the fund­
ing plan, which is then sent to the Secretary of Labor for final 
approval. Our review of the committee's minutes and other material 
provided us for the fiscal year 1980 and 1981 funding plans showed 
no additional documentation to justify any sole source awards made 
during that period. 

t-DST A~ROS WERE- RENEWED WITH 
LITTLE EVALUATION OF PAST PERFORMT\NCE 

One of the factors in a renewal decision should be the award­
•••• performance under the preceding award. Our review (see ch. 4 
and app. III) disclosed many problems with awardee performance. 

1/Q)mpoaed of the Executive Assistant and Counselor. to the Secretary 
- of Labor, the Deputy Under Secretary for Legi•lation and Inter­

governmental Relations, the Assistant Secretary for &nployment 
and Training, and the Deputy Assistant Secretary for Employment 
and Training. 
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ONP doe■ not require that award•••• performance be evaluated 
before they are renewed. Baaed on our ■ample of fi1cal year 1979 
award■, 82 percent of the award• were renewal,, and only 13 per­
cent had any meaningful evaluation. The evaluation■ were ••ldom 
exten■ ive. Uaually they dealt with only a few of the many awardee 
function ■ (■uch •• meeting ■tated goals, the award•••• admini■tra­
tive capability and performance, and linkages with related 
programs) . 

We looked for any written material in the award files that 
showed that ONP evaluated the awardee'a performance on a preceding 
award before deciding to refund it. If we did not find any evi­
dence of meaningful evaluations, we asked the ONP repre■entative 
a■aigned to the award if such an evaluation was prepared and tried 
to obtain the evaluation. We did not look for evaluations of pre­
vious awards for ■ampled awards made through the farm\!Orker com­
petitive proc••• because, at the time of our review, though after 
the awards in our review were made, the farmworker office did not 
allow its advisory rating panel to see performance data or evalua­
tive document■, (Seep. 12.) 

Baaed on our sample universe, the following table shows the 
extent to which ONP evaluated awards before refunding them. 

ONP office 

Special 
National 
Programs 
and 
Ac ti vi tie■ 

Farmworker 
and Rural 
Employment 
Program■ 

(note a) 
Indian and 

Native 
American 
Programs 

National 
Programs 
for Older 
workers 

Total 
(note a) 

tiAJmber of 
renewals 

64 

37 

161 

64 

326 

Percent 
of awards 
that were 
renewal■ 

88 

70 

80 

91 

82 

Number of 
renewed 
awarda 

evaluated 

11 

29 

4 

0 

44 

Percent of 
renewed awards 

evaluated 

17 

79 

2 

0 

13 

!/Excludes 82 awards made through the canpetitive process. (See 
P• 12.) 
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Reasons for no evaluations 

We asked the 0NP representatives responsible for the awards 
why evaluations were not prepared. Three responses were given 
most often. The first was that evaluations were not needed because 
performance was known from regular monitoring of award activities 
(26 percent of responses). Secondly, we were told that there were 
not enough resources (staff, time, and money) for evaluations 
(21 percent of responses). 0NP representatives told us that, on 
an average, they were responsible for 10 awards during our sample 
period. Thirdly, 0NP representatives told us that no evaluations 
were prepared because 0NP management did not require it (20 percent 
of the responses). Other responses and the frequencies of occur­
rence are shown in ·appendix II, table 2.5. 

At the time of our fieldwork, though after the time when 
awards in our sample were made, award recommendations to 0NP man­
agement made under an advisory rating panel process in the farm­
worker program office were purposely made without any evaluation 
of past performance. The farmworker program official responsible 
for administering the panel process told us that the fannworker of­
fice felt that a CETA provision--the "Butler amendment"--prevented 
them from providing its advisory rating panel any evaluative com­
ments on prior awards before they reviewed the refunding proposals. 
This provision (29 u.s.c 873) states that: 

11 * **In awarding a grant or contract for services 
administered under this section, the Secretary 
shall not assign any preferential weighting factor 
to an application therefor by virtue of the fact 
that the applicant holds at the time of application 
a prior grant or contract to provide services under 
this section1 nor shall the Secretary assign any 
negative weighting factor to an application by 
virtue of the fact that an applicant is an in­
strumentality· of State government." 

The 0NP official in charge of the panel process told us that other 
material, such as audit reports, are used by 0NP management in 
accepting or rejecting the panel recommendations and in making the 
final award decision, although this material is not made available 
to the panel. 

Regarding the farmworker program office's decision not to al­
low rating panels to see past performance data in evaluating cer­
tain award proposals, Labor's Acting Solicitor stated that the 
"Butler amendment" does not prohibit performance data from being 
considered in evaluating these proposals. In a recent report, 1/ 

_!/Ibid., page 7. 
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we reconwended that the Secretary of Labor require that performance 
evaluation information in the form of periodic atatu• reports, 
field aaaeaament■ , and audit findings be made available to rating 
panels in con■idering proposals. Labor concurred with this recom­
mendation, but did not state how it planned to implement it. 

See appendix III for other examples of problems. 

CONCLUSIONS 

ONP relied heavily on sole source awards ·for special projects 
without demon■trating the need to use such awards to obtain employ­
ment and training services. Furthermore, the lack of justification 
in the files for ■pecific actions made it impossible to determine 
the bases for many of these decisions. ONP's limiting competition 
in other case ■ when it decided to make sole source awards baaed on 
its administrative definition of "demonstrated effectiveness" did 
not always seem justified. ONP continued to fund awardees that per­
formed poorly. 

Moat of ONP's awards are renewals of previous awards to the 
same organizations. However, formal assessments of the awardees' 
performance were rarely made. Written assessments of past perform­
ance using available materials (such as performance and financial 
reports submitted as part of the award agreements, trip and other 
monitoring reports prepared by ONP representatives, and other 
assessments prepared by certified public accountants and others) 
could be used under any award process in deciding whether to re­
fund awardees and in identifying areas that the awardees need to 
improve. Such evaluations ~ould not require excessive time, money, 
or staff since these materials should be readily available to Labor 
officials. These evaluations should contribute to more informed 
refunding decisions. 

RECOMMENDATIONS TO THE 
SECRETARY OF LABOR 

We reconwend that the Secretary direct ONP to 

-make greater use of ccmpetitive awards for its special 
projects, 

--fully justify in writing all awards made on a noncompeti­
tive basis, and 

--prepare written assessments of an award~e•s performance 
under prior awards before refunding the awardee. 
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LABOR'S COMMENTS AND 
OUR EVALUATION 

Labor's comments on a draft of this report are included 
as appendix IV. 

Labor concurred with our recommendation to increase the use 
of canpetitive awards in ONP. Labor stated that moat of ONP's 
awards are made through formula programs and, except in limited 
situations, canpetitive awards cannot be made. Our report rec­
ognized that many of ONP'a awards are made on a formula basis . . Our 
discussion of ONP's noncanpetitive awards, and the intent of our 
recommendation, pertain to its nonformula awards. We have revised 
our discussion and our recommendation to make this clear. 

Labor further showed that ONP plans to award at least 
$452 million (91 percent) of its anticipated fiscal year 1982 funds 
by making formula-baaed awards or through it■ formal competitive 
program■ and that it expects that at moat $42 million (9 percent) 
will be available for discretionary projects that might be awarded 
noncanpetitively. According to Labor, it will carefully consider 
awarding a substantial share of this $42 million competitively and 
will fully justify any noncanpetitive awards. 

Labor also concurred with our recommendation to fully justify 
in writing all noncanpetitive awards. and stated that ONP has been 
instructed to develop more precise and thorough procedures that 
will prevent noncanpetitive awards from being made unless a proper 
justification has been prepared and all necessary approvals have 
been obtained. 

Labor also concurred with our recommendation that ONP prepare 
written assessments of an awardee's performance under prior awards 
before refunding the awardee. Labor stated that ONP will develop 
precise and thorough written procedures for this performance 
assessment. 

. 
An ONP official told us that an ETA-wide task force is being 

aet up to prepare material■ for implementing our recommendations . . 
'lhe task force is expected to be composed of ONP and non-ONP of­
ficials with diverae skills, including specialists in contracting, 
financial management, management analysis, and program assessment. 
The task force's targeted canpletion date is fall 1981. 

We believe Labor has responded positively to our recommenda­
tions and that ETA's task force representing diverse backgrounds 
and specialties can be an effective means of implementing our 
recommendation■. 
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CHAPTER- 3 

GOOD GRANT AND CONTRACT MANAGEMENT PRACTICES 

WERE SELDOM USED IN MAKING AWARDS 

Moat of ONP' 1 preaward activities were handled by program of­
fice staff with little aaai ■tance from the Office of Contracting 
Services or other Labor offices with grant and contracting exper­
tise. Aa a reault, program staff placed little empha■ is on follow­
ing good grant and contract practices. Consequently, ONP 

--failed to fully evaluate proposals and adequately negotiate 
with applicanta1 • 

--authorized awardee■ to ■tart work before finalizing the 
award1, u1ing work authorizations that failed to protect 
the Government, 

--placed awardee■ on letters of credit without requiring them 
to demon■trate that they, met th, requirement ■ of Federal 
regulation■, and 

--frequently 1igned award• on one date, but made them effec­
tive on an earlier date. 

BASIC PROCEDURES USED 
IN r-PJ<ING AWARDS 

The award of a Federal grant or contract is a complex proce­
dure subject to numerou1 laws, regulations, and agency require­
ments. The following are basic procedures for making award■ s 

--Determining the need for a good or service. 

--Determining the specifications for the good or aervice. 

--Obtaining approval ■ to obtain the good or ■ervice. 

--Determining the method of obtaini,ng the good or service 
(either advertising or soliciting from one or more prospec­
tive 1uppliera) and obtaining proposals. 

--Evaluating proposals to determine whether they meet the 
agency's needs. 

--Negotiating, a■ appropriate, with a potential supplier(s) 
to obtain an agreement that is most advantageous to the 
Government. 

--Finalizing the award documents and obtaining all necessary 
approvals. 
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FAILURE TO SEPARATE GRANT AND CONTRACT 
M.I\NAGEMENT RESPONSIBILITIES FROM 
PROGRAM RESPONSIBILI~IES CONTRIBUTED 
TO M.I\NAGEMENT WEAKNESSES 

Labor's procurement regulations (41 CFR 29-1.453), which govern 
its contracting practices, state that the heads of procuring activ­
ities should take necessary measures to insure the independence of 
contracting offices. In this regard, the regulations state that 
Labor's policy is to place procurement officials to the maximllll 
practical extent outside the direct supervision of program operat­
ing officials. Although these regulations apply only to ~ontracts, 
we believe that this separation of functions should also apply to 
ONP grants. 

ONP violates the principle of separating grant and contract 
management (award management) and program responsibilities in two 
ways. First, the "grant and contracting officials" are also the 
"program officials." That is, individuals who are charged with 
ensuring that good award management practices are followed are also 
those charged with accomplishing program objectives. ONP officials 
who have been delegated authority to act as either grant and/or 
contracting officials are the Administrator and Deputy Administra­
tor of ONP and the heads of the four program offices. These of­
ficials signed all the awards in our sample universe. 

Second, ONP's Office of Contracting Services and other Labor 
offices with award management expertise are seldom involved in the 
preaward activities. For example, Office of Contracting Services 
staff parti~ipated in less than 2 percent of both the proposal 
evaluations and negotiations, with the program office staff handl­
ing the remaining evaluations and negotiations exclusively. 

The Director, Office of Contracting Services, who reports to 
the ONP Administrator, told us that his office has no involvement 
with the award activities of the Offices of Farmworker and Rural 
Employment Programs and Indian Native Ameri~an Programs except for 
numbering and recording the awards. Regarding the Office of Na­
tional Programs for Older Workers, he said his office recently 
began reviewing grant signature sheets for accuracy after negotia­
tions are completed. He said his office has also recently begun 
reviewing budget terms and conditions of contract packages for the 
Office of Special National Programs and Activities-again after 
negotiations with the awardee have been completed. The director 
added that he was the only person in his office with contracting 
expertise. 

In addition to our work, a 1976 Labor task force study, which 
included ONP 1 s awards process, found that many problems arise when 
staff with award management expertise do not participate in nego­
tiating and finalizing awards and modifications. The task force 
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reported that problems, such as incomplete doc'lftentation and errors 
in the award, eould be eliminated to a great extent by more active 
participation of award management specialists early in the awards 
process. 

LITTLE EVIDENCE THAT ONP ADEQUATELY 
EVALUATED OR NEGOTIATED PROPOSALS 

ONP regulations require that each funding propoaal contain a 
narrative description of the proposed program and an adequate bud-
get justification. Both the proposed program (for such items as the 
number of per1on1 to be trained and the method for doing so) and the 
proposed budget (for the line items in the budget and/or the total 
amount) are subject to review and negotiation by ONP. Before making 
the award, ONP should fully evaluate both the coat and technical 
aspects of the proposal. When problems are identified, ONP should 
negotiate with the applicant to reach the most advantageous agreement 
to the Government. 

Of the 479 awards in our sample universe, only 130 award files 
(27 percent) contained evidence of cost evaluation and only 143 
(30 percent) documented technical aspects (work statements) of the 
evaluation. Award files also indicated that negotiations were con­
ducted for only one-third of the awards: costs were negotiated for 
153 awards (32 percent), and negotiation on technical aspects oc­
curred in 151 awards (32 percent). Where these activities did 
occur, they were often poorly documented and poor negotiating tech­
niques were used. Many proposals approved by ONP contained vague 
work statements, and salary and other budgetary errors. Details 
of such activities by the ONP office are shown in the following 
table. 

N\ITt,er (and Percent) of Awards 
Shot.ring Prqx:>eal Evaluatioo and Negotiatioo 

Cbst Tedmicill Cbst 
aspects aspects aspects 

on> office evaluated evaluated negotiated 

Special Natiooal Progrc1ns and 
Activities 24(33) 35(48) 49(67) 

Famt\\10rker an:i airal Bnploy-
ment Prognms 52(39) 60(44) 52 (39) 

Indian am Native .American 
Programs ( n:,te a) 12(6) 4(2) 8(4) 

Natiooal PrOJrans for 
Older w:>rkers 42 (60) 44(63) 44(63) 

Total 130 (27) 143 (3J) 153 (32) 

Tedmical 
aspects 

negotiated 

38(52) 

63(4 7) 

4(2) 

46(66) 

151 (32) 

a/'Ihese data are sd:>ject to large error. See a~x II, tables 3.1 and 
3. 2. 
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W• interviewed the ONP repre■entative re■ponaible for each 
award for which we did not find evidence ot negotiation■ to deter­
mine why negotiation■ were not held or documented in the fil••• In 
39 percent of the caae1, the repreaentative■ told u1 that negotia­
tion■ had been conducted, but had not been written up or documented 
in the file■, In another 38 percent of th• ca■••• the repre■enta­
tiv•• told u ■ that they were aatiafied with the propo■al■ a■ aub­
mitted, thereby eliminating the need for negotiation■, Repre■en­
tative■ al10 gave otner reaaona for not conducting negotiations, 
although the frequenciea of these responses were relatively ■mall, 

Adequate documentation 
not always prepared 

Negotiation memoranda for many awards in our sample universe 
were not prepared, and many that were prepared contained little 
information on matters discussed during the negotiation process. 
Federal procurement regulations stipulate that negotiation memoranda 
are a critical part of the award file. While these regulations ap­
ply only to contracts, we believe this requirement should also apply 
to ONP grants. 

Only 171 (or 36 percent) of ONP's award files contained re­
ports or memoranda on proposal negotiations. Negotiation memoranda 
were included in 97 percent of Special National Programs and Activi­
tiea awards, 52 percent of Farmworker and Rural Employment Programs 
award■ , and 43 percent of National Programs for Older Workers awards. 
We found no negotiation memoranda in Indian and Native American Pro­
gram■ award £ilea. The following example• of vague negotiation 
memoranda highlight the problems identified in our sample universe. 
While these problems· cannot be statistically projected, we believe 
they occurred often enough to illustrate the limited documentation 
in the files. • 

Example 1, The memorand\11\ of negotiation for a $292,000 award 
to provide job training for 300 economically deprived or handicapped 
persons was very brief. It concerned the field coordinator's sal­
ary, budget increase over prior award, and goals for disadvantaged 
women. The ONP representative responsible for this award explained 
that the memorandum did not reflect all the negotiating that trans­
pired. He said that much of the negotiation was done by telephone, 
and he did not remember details of these discussions. 

Example 2. The negotiation memoranda for a $4,340,026 farm­
worker award and aubaequent modification were sketchy. The memo­
rand\.11\ for the initial award included broad descriptions, such as 

--an employability development plan, 

--"the nature and per capita costs," 
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--program 1tructure and deaign, and 

-grant•• monitoring and. 1elt-a•••••m•nt proc•••• 

In addition, th• major item• of negotiation• for the award modifica­
tion were li•t•d 1imply a1 

--performance, 

--coordination with State and local plan■ and program■, 

--indirect co1t1, and 

--technical •••iatance and training plan. 

Both the negotiation memoranda contained only the above li1t 
of areas with no details of what waa discussed and how i11ue1 were 
resolved. 

'lbe ONP repre■entative for thia award told ua that much of the 
negotiating i• uaually not documented. The repreaentative said 
that major propo1al itema are discussed weeks before the across-the­
table negotiation■ and the records of these preliminary discussions 
are 1eldom retained. 

Example 3. The negotiation memorandlltl for a $350,000 farmworker 
youth award wa1 vague. The memorandum referred to a negotiation 
telegram for a li1t of major item• di1cu11ed. Thi• telegram waa not 
in the filea. The grantee later received an additional $594,476, 
but the award file• c6ntained no evidence that thi• modification 
was negotiated. The ONP repreaentative for this -award told us that 
both the technical and coat aspects of the modification were nego­
tiated, but ahe could not explain the lack of documentation in the 
file. 

Some proposals did not justify the 
planned program or expenditure~ 

ONP program regulations require funding proposals to contain, 
among other things, 

--a description of the need for the program and its objective•, 
including benefit ■ which will accrue to program participant•, 
and 

--a budget which account• for auch items a■ admini■trative 
co1t1, participant allowance•, wag•• and fringe benefit•, 
and training coats. 
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Many of the awards approved by ONP did not adequately describe 
what the awardee proposed to do or justify the planned use of funds. 
Proposals contained vague narrative program descriptions, and salary 
schedules were often wrong. In a few cases, awards were made with 
no justification as to how funds would be used. Examples of prol:r 
lems with award proposals follow. While these examples cannot be 
statistically projected, they illustrate the deficiencies contained 
in many awards: 

--The work statement for a $1.3 million award to provide job 
training in the automotive, agricultural implement, and air­
craft industries did not specify any skills or trades the 
enrollees were supposed to learn. 

--An awardee received $377,000 to place minority youths pri­
marily in the building and construction industry. The work 
statement did not define the types of supportive services 
to be provided or include participant characteristics. The 
ONP representative responsible for this award told us that 
an internal ONP document contained the required participant 
characteristics and that the awardee is responsible for using 
these data. Although this document was in the ONP represen­
tative's files, the files did not show that the awardee had 
agreed to meet these terms. 

-~ne award contained a provision for hiring a consultant for 
$9,400, but the work statement did not mention what the con­
sultant waa supposed to do. 

Budget coats not verified 

We noted many budget errors in the award documents approved by 
ONP. The errors involved simple canputations of such items as staff 
salaries, participant wages, and fringe benefits and omissions of 
required information. Many of the errors had not been detected by 
ONP, and in some cases, the ONP representative responsible for the 
award could not explain how the mistakes wete made or what the cor­
rect budget amounts should have been. We cannot statistically pro­
ject these examples to ONP' s universe of awards, but we believe 
they represent a significant probl em in the award process. 

For example, one $2.3 million award had net budget errors 
of nearly $1.6 million in the original award and subsequent 
modifications--errors of $688,700 in the original budget, $484,800 
in the first modification, and $394,700 in the second modification. 
The errors were made primarily in canputing enrollee wages and 
fringe benefits. The ONP representative responsible for this award 
was not previously aware of these errors and could offer no explan­
ation for them. 
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In another ea■ e, the budget salary schedule for a modification 
to a minority youth training program award contained ■everal ques­
tionable items, 'nle project director's salary was budgeted for 
$24,000, but baaed on the amount of time he was scheduled to devote 
to the project, the salary should have been only $13~800, A project 
coordinator's ■alary was overbudgeted by $8,000. The project coor­
dinator's budgeted salary was greater than his annual salary even 
though the position was to be filled only 30 weeks, Also, the pro­
rated salary level for two identical positions differed by over 
$6,000 even though both had the same annual salary and were scheduled 
to work for the aame number of weeks, The budgeted amount for these 
two positions wa• overstated by almost $11,000: Finally, the budget 
listed four different prorated salary levels for four •ecretarial 
positions although each had the same annual salary and each would 
be working for the same number of weeks, The total budget was over­
stated by about $64,000. The representative was not previously 
aware of these diacrepancies and could not explain how the budget 
figures were determined. The ONP representative contacted the con­
tractor, who was also unable to explain how the budget figures were 
determined. 

In a third example, we noted that the sum of the individual 
line items of an approved budget was nearly $52,000 le•s than the 
total figure shown on the budget and on the award aignature sheet. 
The ONP representative was not aware of this error until we told 
her, and she was initially unable to account for thi1 discrepancy. 
After reviewing the awardee's narrative work statement and financial 
expenditure reports submitted, she determined that the awardee had 
neglected to report budgeted amounts for two items. The representa­
tive said she would instruct the awardee to submit a modification 
with the corrected budget figures. 

Poor negotiating techniques used 

We found several examples where, in awarding funds for discre­
tionary projects, ONP told potential awardees the amount of funds 
for which they could apply. This is contrary to the sound manage­
ment practice of keeping transactions at arm's length and negates 
the possibility of negotiating a more cost-effective agreement 
since applicants have no incentive to submit proposals for less 
than the amount communicated to them. 

In one case involving a $1 million award, the ONP representa­
tive said she told the awardee how much to apply for. She explained 
that she did this to avoid unnecessary waste of time and energy 
in negotiating the budget. 

In another case, the ONP representative for a $65,000 contract 
to place minority persons into apprenticeship programs in the con­
struction industry told us that the award amount was not negotiated. 
Instead, ONP informed the awardee of the amount that was set aside 
for the project. 
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Another example of this practice is included in appendix III. 

PREA\tP.RD W'.>RK AUTHORIZATIONS 
010 NOT PROTECT THE GOVERNMENT 

cne of ONP'a program offices often provided its potential 
awardeea with preaward work authorization letters 1/ allowing them 
to start work and incur coats before the actual awards were final­
ized. Theae letter■ did not contain sufficient aafeguards to pro­
tect the Government. 

Frequency of preaward 
authorization■ 

Preaward authorization letter■ were u■ed moat often by ONP'• 
Office of Special National Programs and Activitie■ and to a leaser 
extent by the Office of Farmworker and Rural Employment Program■ 
and the Office of Indian and Native American Program■• The follow­
ing table detail• the uae of these preaward authorization■ from 
our sample univerae1 

!/Federal Procurement Regulations (41 CFR 1-3.408) and I.abor pro­
curement regulations (41 CFR 29-3.408) authorize the use of a 
11 letter contract" as a preliminary contractual instrument which 
authorizes the contractor to start work when (1) the interests 
of the Government demand that the contractor be given a binding 
commitment so that work can start immediately and (2) negotiation 
of a definitive contract to meet the procurement need is not pos­
sible. ONP issued both "letter contracts" and "letter grants" in 
our sample universe. An official in Labor's Office of the Solici­
tor told us that there is no specific authorization for an ar­
rangement similar to a "letter contract" which will result in 
a grant. However, he told us that, since "letter contracts" are 
binding contracts, then "letter grants" would also be viewed as 
binding grant awards. Since the purpose of the letter contract 
and letter grant authorizations was the same, we are calling them 
"preaward work authorization letters. 11 
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ONP office 

Special National 
Program■ and 
Activitie• 

Farmworker and 
Rural Emplo}fflent 
Program■ 

Indian and 
Na ti ve American 
Program■ (note a) 

National Program■ 
for Older 
W::>rker■ 

Total 

Number of preaward 
authorizations 

20 

ll 

4 

ll. -

Percent 
of award■ 

27 

8 

2 

7 

a/'lbi• e ■ timate i• ■ ubject to large error. (See app. II, table 
- 3. 4. ) 

K::> ■ t of th••• award• (58 percent) were for continuing exi•ting 
program■• The ONP representative• told us that the work authoriza­
tion• were u ■ ed to avoid unnece• ■ary program in~erruption■• They 
explained that delay■ in award proce■sing would have caused a lapse 
between the preceding and current awards. 

Preaward authorization letters 
do not protect the Government 

labor' ■ Acting Solicitor told us that the preaward authoriza­
tion letter ■ constitute binding agreements between ONP and awardees 
and legally obligate ONP to reimburse awardees for allowable costs 
incurred before the awards are finalized. Labor's Acting Solicitor 
al■o told ua that, if negotiations should fail to produce an award, 
ONP would be legally required to pay any program costs incurred by 
the awardee up to the point of denial. Non& of the ONP preaward 
authorization letters contained sufficient language to protect the 
Government's interests. 
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The following table describes protective elements which could 
be included in an authorization and the extent to which our award 
sample contained them.~/ 

Number (and percent) of work 
Protective elements authorizations containing elements 

A dollar limit on costs 
authorized to be incurred 9(26) 

Location where work is to 
be performed 4(11) 

A statement of work to be 
performed 7(20) 

The ceiling price of the 
award to be made 13(37) 

A performance or delivery 
schedule 2(6) 

A requirement that work 
start immediately 0(0) 

A cutoff date for the 
authorization 9(26) 

A clause limiting Labor's 
liability to the lesser of 
either Labor's maximum 
liability under the 
authorization or costs 
incurred up to the specified 
cutoff date 0(0) 

A requirement that the awardee 
and Labor enter into good 
faith negotia~ions to agree 
on terms and execute a 
definitive award 0(0) 

We asked the ONP representatives for these awards about the 
lack of safeguards in the preaward authorizations. In 37 percent 
of the cases, the ONP representatives did not know why safeguards 
were not included or were not aware that such items should be spec­
ified. In nearly 31 percent of the cases, the representatives told 

l/SOme of these protective elements are contained in the Federal 
Procurement Regulations (41 CFR 1-3.408), and others are con­
tained in Labor's procurement regulations (41 CFR 29-3.408). 
While the elements from the procurement regulations apply only 
to contracts, these same provisions could be used in work au­
thorizations for anticipated grant awards. This list is designed 
to illustrate protective elements that could be included and 
is not meant to be an exhaustive list. 
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us that thia aituation waa caused by the lack of guidance from 
ONP on the type of information which should be included in the 
authorization■• In another 29 percent, the repreaentativea told 
us that protective language is never used. 1/ Other reasons 
were given infrequently. -

We also asked Labor's Acting solicitor how well the authoriza­
tion letters reflect the understanding between ONP and the awardees 
regarding the work authorized by the letters. The Acting solicitor 
told us that ONP does not issue preaward work authorization letters 
unless both partiea have reach~d complete agreement on the statement 
of work and the terms and conditions of the award. The Acting 
SOlicitor said that, if a matter is still unsettled, ONP's require­
ment is stated in the letter as a condition of the awardee's au­
thority to incur preaward costs. 

'lllis appeared to be true in 51 percent of the caaes where au­
thorization letters were used. However, the award files for the 
other cases did not contain sufficient data to allow ua to deter­
mine to what extent negotiations occurred or if any unsettled issues 
remained when ONP sent the authorization letters. 

We found one example that illustrates the problem that results 
when preaward authorization letters do not contain adequate protec­
tive language. 2/ en June 29, 1978, ONP sent an authorization let­
ter to a potentTal awardee advising that negotiations had been com­
pleted regarding a $131,640 program to permit young people to serve 
an apprenticeship in a trade while studying for a college degree. 
According to the letter, no costs could be incurred against the 
award before July 1, 1978. ONP mailed a contract package to the 
organization for signature on July 18, 1978, but the signed contract 
was not returned until October 18, 1978. On December 18, 1978, ONP 
told the organization that, because of this delay, funds for the 
program were no longer available and that it could not execute the 
contract. 

In February 1979, after the organization complained about the 
funding denial, the head of ONP's office handling the award re­
quested that the ONP Administrator award the organization a $50,000 
contract to pay for costs the organization had incurred and allow 
it to continue until September 1979. On April 6, 1979, ONP signed 
a $40,000 award to the organization for a program, according to 

1/'lllese response estimates are subject to relatively large errors. 

£!The other award files did not contain enough information to 
determine whether the lack of safeguards in the work authoriza­
tions led to problems. 
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internal correapondence, designed exactly like the previous one 
which waa not funded. The ONP representative for this award told 
ua that the $40,000 waa not to reimburse the awardee for previoualy 
incurred expenaee, but that CNP waa still interested in the organ­
ization's idea. 

Baaed on the Acting Solicitor's opinion, ONP had a binding 
agreement with the organization based on the authorization letter. 
ONP was obligated to pay any program costs incurred by the organ­
ization from July 1~ 1978, up to December 18, 1978, when ONP noti­
fied the organization that it could not execute the contract. ONP 
could have protected the Government if the authorization letter had 
included adequate language including, at least, a cutoff date for 
the authorization and a statement limiting ONP's liability for costs 
incurred before the contract was finalized. 

LETTER-OF-CREDIT REQUIREMENTS 
WERE FREQUENTLY NOT MET 

Most of ONP's awardees are placed on a letter-of-credit pay­
ment system which allows them to draw down moneys as needed to meet 
expenses, rather than receiving periodic cash advances or reimburse­
ments. Labor and Department of the Treasury regulations require 
that awardees meet the following five conditions before they are 
placed on this systems 

--The award must be expected to total $120,000 or more during 
its life. 

--The award relationship must be expected to last at least 
1 year. 

--The awardee must demonstrate its willingness and ability to 
establish and maintain procedures to minimize time between 
the transfer of funds to and the disbursement by the 
recipient. 

--The awardee must demonstrate that its financial management 
system has adequate controls over fund control and account­
ability. 

--The awardee must demonstrate its willingness and ability 
to develop and maintain procedures for advances to its sub­
recipients which conform substantially to the standards of 
timing imposed by Labor. 

Twenty-three percent of ONP's fiscal year 1979 awards that 
were on letters of credit were placed on this system at the start 
of or during the award period. However, since ONP did not require 
its awardees to document their adherence to these requirements, it 
could not be sure that awardees had the desire or capability to 

26 



draw down only the amount of funds required to meet their immedi­
ate and ahort•term needs and to maintain adequate accountability 
and control over the funde after they were received. The table on 
the following page shows the extent to which the ONP award files 
documented the•• requirements. 

We a•ked the ONP representatives why awardee• were put on the 
letter-of-credit •ystem when Federal requirements were .not met. 
Seventy percent of the representatives told us that the ONP manage­
ment did not require that all these conditions be met. Fourteen 
percent told u• that they knew of the awardeea' qualifications 
baaed on knowledge of performance under previous awards, and another 
6 percent could not offer an explanation for thia situation. Other 
responses were given infrequently. 

When aaked about the specific actions that their office had 
taken to determine that award recipients were qualified for a letter 
of credit, 52 percent of the representatives responded that no ac­
tions had been taken. About 28 percent of the representatives said 
that they knew their awardees were eligible because of past per­
formance. Another 17 percent did not know what actions had been 
taken. Other responses were given infrequently. (These estimates 
are subject to relatively large error. See app. II, table 3.9.) 

Problems can occur when ONP places awardees on letters of 
credit without requiring that all criteria be met. For example, 
one awardee received a $11,3 million grant to promote employment 
opportunities in conmunity services for older unemployed persons 
and was placed on a letter of credit without the program office 
requiring documentation that it met the required criteria. The 
ONP representative for this award told us that, since the awardee 
was a large city agency, ONP assumed that its financial system 
waa in order. However, a certified public accounting firm's audit 
of this grant found many weaknesses in the awardee' s accounting 
and internal controls that would have prevented the awardee from 
meeting the Federal requirements for this p~yment system. 

In another case where letter-of-credit requirements had not 
been met, the ONP representative told us that, since the award 
was for only $179,000, he felt that the awardee could not misspend 
this small amount of money. 

AWARD EFFECTIVE DATES OFTEN 
PRECEDED AWARD EXECUTION DATES 

The terms and conditions of an award should generally become 
effective on or after the date both parties sign the award. ONP's 
Office of Farmworker and Rural Employment Programs is the only ONP 
office whose regulations contain th.is requirement. In 277 cases 
(58 percent), ONP's award effective dates preceded the date the 
award was signed, The time lapse between the effective dates and 
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Nunber ( aoo percent) of awards meeting requi I emer1ts 
Mi.n:imi.ze 

S\Dr&-
lttnber of Minimize Adequate cipients' 

aWlrds placed M:>re time that OCX1trol available 
en letters $120,000 than 1 cash is aver cash 

CNP office of credit or nore year CX1 hard funds (note a) 

Special ~tiaia~ 
Prograns am. 
Jtctivities 11 11( 100) 11( 100) 0(0) 0(0) 0(0) 

Fannw:>rker and 
R.lral BnplOJltlent 

N Prograns 14 14(100) 8(57) 5(36) 5(36) 0(0) 
(D 

Indian and 
~tive J.merican 
Prograns 60 60( 100) 60(100) 12(20) 20(33) 4(33) 

~ticna.l Progrcms 
for Older W::>rkers 4 _±( 100) _±(100) _Q_(0) _Q_(0) 0(0) 

Total 89 89( 100) 83 (93) 17(19) 25 (28) 4( 18) 

a/'Iliis requirenent did not awJ.y to all aW:lrdees placed on letters of credit since not all 
awardees anticipated making awards to subrecipients. 



execution award dates averaged 24 days and was aa long as 157 days. 
As shown in the following table, the conditions were especially 
prevalent in the Office of Special National Programs and Activities 
and the Office of Indian and Native American Programs. 

Number of awards Average 
with effective date Percent of number of 

CNP office preceding award date awards made days lapsed 

Special National 
Programs and 
.Activities 57 78 26 

Farmworker and 
Rural Employment 
Programs 35 26 19 

Indian and Native 
American Programs 177 88 24 

National Programs 
for Older Workers 8 11 17 

Total 277 58 24 -
According to the ONP representatives, administrative delays 

prevented the awards from being signed before the effective date 
in many cases. Since 88 percent of the Office of Special National 
Programs and Activities awards were renewals of existing awards, 
processing delays apparently should not have been a major factor 
in this situation. 

'Ille Office of Indian and Native American Programs provides 
annual grants to its awardees on a fiscal year basis effective 
October l of each year. Before the beginning of each fiscal year, 
the office provides each potential awardee an estimated allocation 
based on what it believes its congressional appropriations will 
be. The awardees submit proposals based on these allocations. For 
the past several years, however, appropriations have been delayed 
until after the fiscal year has started. After the appropriations 
are known, the awards are executed with the.award signature sheet 
containing award allocation amounts based on the amount appropri­
ated and the budget and work statement containing the estimated 
allocation amounts. Because the estimated amount is not the same 
as the appropriated amount, ONP then requests the awardees to 
change their budgets and work statements to agree with the award 
signature sheets. 

Until these aligning modifications are submitted and ONP ap­
proves them, ONP cannot effectively monitor the awardees' activi­
ties since it does not know how the awardee plans to spend award 
funds. One way to avoid this situation would be to request pro­
posals from potential Indian awardees only after Labor receives 
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its appropriation. Thia may involve delaying the start of the 
award period until after the start of the fiscal year. This change 
would also eliminate the substantial paperwork involved in submit­
ting the aligning modifications. 

See appendix III for more examples of problems. 

CONCLUSIONS 

Grant and contract management responsibilities and program 
functions should be independent of each other. Many of the prob­
lems with ONP's preaward activities occurred because these func­
tions were not independent--ONP officials functioned as both grant 
and contracting officers and as the persons charged with accomplish­
ing program objectives. Additionally, most ONP award management 
activities were handled by program staff, who placed little emphasis 
on following good grant and contract management practices. The 
Office of Contracting Services and others with grant and contract 
expertise had little involvement with most awards in our sample 
universe. 

ONP 1 s preaward activities did not always insure that awardees' 
proposals contributed, to the maximum extent possible, in accom­
plishing program objectives and that the Government's interests 
were protected. In this regard, ONP's practices need strengthen­
ing in such areas as (1) evaluating proposals, (2) negotiating with 
applicants, (3) authorizing preaward work, (4) requiring awardees 
to comply with letter-of-credit requirements, and (5) specifying 
award effective dates. 

RECOMMENDATIONS TO THE 
SECRETARY OF LABOR 

We recommend that the Secretary: 

--Separate ONP's grant and contract management functions from 
its program management functions. The award management 
function, including grant and contracting officer authority, 
should be independent of ONP. 

--Require that ONP' s program offices fully carry out and 
document all evaluations of proposals and negotiations with 
applicants. • 

--Require that ONP preaward authorization letters specific­
ally state what the Government and awardees have agreed 
upon to protect the Government 1 s interests. 

--Require that ONP place awardees on letters of credit only 
after awardees document that they meet Federal requirements. 
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--Require ONP to begin award processing early enough so award 
effective dates occur on or after the date• both partie• 
sign th• awards. 

--Request proposals for Indian program activitie• only after 
appropriations are known. This may involve delaying the 
■tart of the funding period until after the start of the 
fiacal year. 

IABOR Is co MMENTS AND 
OUR EVALUATION 

Labor concurred with all our recommendations in this chapter, 
with one exception, and said it is taking steps to implement them. 

Labor di1a9reed with our recommendation to request proposals 
for Indian pro9ram activities only when appropriations are known. 
Labor recogni11d that there would be many advantage& to adopting 
this recommendation. However, Labor stated thats 

--Implementing this recommendation would require Labor to push 
back the 1tart of the grant year, it would have to receive 
a one-time special appropriation to cover the grant year 
change, and the fiscal year 1982 funding cycle is too far 
advanced to realistically request and secure such an appro­
priation. 

--The issue of "advance appropriations" 1/ must be resolved 
on a Government-wide basis before Labor could act on this 
recommendation. 

Regarding Labor's first objection, we agree that the recom­
mendation would require a one-time partial year appropriation to 
cover the grant year change and that the fiscal year 1982 funding 
cycle is too far advanced to realistically request and receive this 
special appropriation. However, Labor could make this request for 
a subsequent year's funding. 

Regarding Labor's second objection, we do not believe the 
11 advance appropriation" issue applies here. "Advance appropria­
tions" involves receiving budget authority in an appropriation 

1/An advance appropriation is budget authority provided in an 
appropriation act to become available in a fiscal year, or more, 
beyond the fiscal year in which the appropriation is passed. The 
amount ia included not in the budget totals of the year in which 
the appropriation bill is enacted, but in the budget totals for 
the fiscal year in which the amount will become available for 
obligation. 
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act to become available in a fiscal year beyond the fiscal year 
for which the appropriation act is passed. For example, an advance 
appropriation would be budget authority for fiscal years 1983 and 
1984 in the fiscal year 1983 appropriation rather than just receiv­
ing the fiscal year 1983 appropriation in that year. In implement­
ing our recommendation, Labor would still request only the 1 year 1 s 
appropriation for that fiscal year. The Indian program proposals 
for that year would not be requested until after appropriations 
are known and the approved grants would last for 1 calendar year 
as they do now even though the grant year would span 2 fiscal 
years. 1/ Therefore, since Labor would request and receive only 
1 year 1s appropriation each year, 11 advance appropriations 11 do not 
come into play. • 

1/'Ihis grant year change would not create problems in Labor 1 s 
- ability to carry out Indian program awards since CETA (29 u.s.c. 

822) allows any funds not obligated in the fiscal year in which 
they were appropriated to be obligated in the succeeding fiscal 
year. Also, any funds obligated in a fiscal year may be spent 
up to 2 years after they are obligated. 
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CHAPTER 4 

K>NITORING OF AWARDS WAS LIMITED 

Monitoring i• the process by which the Government reviews 
awardees' progr••• to make certain that the Government receives 
the goods or services for which it pays. The ONP representative 
is primarily responsible for monitoring awardee activities to 
ensure that award terms are met. The representative monitors the 
awardees' performance through such methods as reviewing reports 
and relevant correspondence, visiting project work•ites, and dis­
cussing progress with awardee personnel. 

The award files in our sample universe showed little evidence 
of active monitoring, through trips, correspondence, or other Labor­
initiated contacts with the awardees. Thirty-four percent of the 
awards showed no evidence of monitoring, 47 percent ehowed little 
monitoring, nd only 19 percent showed regular monitoring. 

Awardee1 often did not comply with requirement• for perfor­
mance and fi1eal reporting, and ONP officials often did not try to 
obtain the required reports. There was little evidence of trips 
to, or other contacts with, awardees. ONP representatives did not 
always identify problems with awardees' performance, and when 
they did, ONP did not always try to resolve them. 

ONP SELDOM REQUESTED TARDY 
PERFORMIWCE AND FISCAL REPORTS 

ONP award provisions require detailed regular reports (usually 
monthly or quarterly) showing program performance and a general 
accounting of dollars spent. However, awardees often failed to sul:r 
mit these reports. For ONP as a whole, 31 percent of the awardees 
in our universe failed to submit most 1/ of the required reports 
for the most current reporting period at the time of our examina­
tion, and 24 percent failed to submit most.of the required reports 
for prior reporting periods. The following table illustrates this 
problem: · 

1/We applied the criterion that "most" of the reports were submitted 
- if we could find at least 70 to 80 percent of the required reports. 

Awardees, of course, were required to submit 100 percent of these 
reports. 
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Awardeea Not Submitting Moat Required Report• 

ONP 
office 

Special National 
Programs and 
Activities 

Farmworker and 
Rural Dnploy­
ment Programs 

Indian and Native 
American Pro­
grams 

Natic;mal Pro­
grams for 
Older Workers 

Total 

Moat current 
reporting period 

Number of 
awards Percent 

24 

51 

52 

20 

147 

33 

38 

26 

29 

31 

Prior 
reporting period• 

Number of 
awards Percent 

20 

22 

56 

16 

114 

27 

16 

28 

23 

24 

Awardees' compliance in submitting these reports varied widely. 
For example, one awardee submitted all of the 88 required reports, 
while another did not submit any of the 25 required reports. 

We also found that, where the award files showed that the 
awardees had not submitted most reports for either the current 
or prior reporting periods, 83 percent of the awards (152 cases) 
had no written evidence in the files that ONP had requested the 
overdue reports from awardees. (See app. II, table 4,4,) 

When asked about these missing reports, some ONP representa­
tives told us that the awardees did submit the reports, even though 
they could not locate the reports for us. Others told us that they 
tried to obtain the reports but were unsuccessful, while some told 
us that they never requested the reports. • 

Obtaining and reviewing awardees' reports is an important func­
tion of the ONP representative. Without such reports, only a par­
tial assessment at best can be made of the progress in accanplishing 
the award's terms and goals. For example, one set of award files 
contained none of the 12 required reports. None of the officials 
working with the award at various times had the reports. One of­
ficial claimed that she had requested the reports but had not re­
ceived them. In addition, we found no evidence that any type of 
monitoring (site visits, records of telephone contacts, etc.) 
occurred to ensure that the awardee's progress was satisfactory. 
We could not tell what progress, if any, the awardee made in 
fulfilling the award terms. 
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ONP did ext•n•ively monitor one award•• through telephone 
contact•, corre1pondence, and three 1ite vi■ it• in a ca•• in 
which the award•• performed poorly and did not •ubmit mo•t of the 
required report,. ONP terminated the award and recovered the un­
■pent fund■• 

In only one ONP office did we find any systematic effort to 
record required reports and to follow up on potential problems 
shown by those reports. The interagency farmworker housing group 
in the Office of Farmworker and Rural Employment Programs has a 
tracking system for the required reports. The system is simply a 
one-page form for recording required reports and noting whether the 
awardee had aubmitted them. The form also includes apace for com­
ments on the reports. 

ONP REPRESENTATIVES VISITED 
LESS THAN HALF OF THE AWARDEES 

Visits to awardees provide an opportunity to observe awardee 
operations and ;ive technical advice. These visits enable ONP to 
better identify possible problems, help the awardeee solve these 
problems, verify the accuracy of reports filed by the awardees, and 
review material■, such as awardee records, that are not available 
at the ONP representatives' duty stations. 

However, ONP representatives did not always make site visits. 
Federal representatives we interviewed told us that they did not 
visit awardees in 58 percent (279 cases) of the awards. The fol­
lowing table aummarizes this situation. 

Awardees Not Visited By ONP Representatives 

Number of awards Percent of awards 
in which there were in which there were 

ONP office no site visits no site visits 

Special National 
Programs and 
Activities 35 48 

Farmworker and 
Rural Employ-
ment Programs 49 36 

Indian and Native 
American Pro-
grams 153 76 

National Programs 
for Older Workers 42 60 

Total 279 58 
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In addition, fo~ 52 percent of the awards, we could find no 
evidence that anyone (ONP representative, other Labor personnel, 
or others representing ONP, such as private firms providing tech­
nical assistance) visited the awardee. 

We asked ONP representatives why they did not make site visits. 
They told us 72 percent of the time that the reason was a lack of 
travel funds. Other responses occurred less frequently and are 
shown in appendix II, table 4.6. 

We attempted to review travel records maintained by ETA to 
determine how much money was available for ONP travel. ONP has 
two sources of travel funds: "program administration" funds from 
Labor's annual appropriation for salaries and expenses and "tech­
nical assistance and training" funds authorized by CETA section 
314. In fiscal years 1979 and 1980, ONP obligated $135,673 and 
$97,999, respectively, for staff travel from the program adminis­
tration account. Technical assistance and training funds were 
available for staff travel and other activities, such as contracts 
to outside firms to provide technical assistance and training. 
ONP officials told us that they obligated $458,395 and $476,347 
of these funds in fiscal years 1979 and 1980, respectively. How­
ever, from reviewing . agency records, we could not determine how 
much of the technical assistance and training funds were available 
or used for staff travel. 

AWARD PROBLEM IDENTIFICATION AND 
FOLLOWUP WERE NOT ALWAYS EVIDENT 

ONP did not always follow up on problems with its awards. 
Examples of these problems include: 

--An award required 12,500 individuals to be served during 
the award period (Sept. 1, 1979, to June 30, 1980). A re­
port for the period September 1979 to April 1980 showed 
that only 7,790 participants were served (62 percent of the 
goal). The ONP representative told us that he was aware of 
this, but did not take action, preferring to wait and see 
if the number served increased in the last 2 months of the 
award period. He said that about 8,500 people ultimately 
participated, based on his phone contact with the awardee. 
This is still only 68 percent of the number the awardee 
agreed to serve. 

--An awardee had placed 221 out of a 315-person placement 
goal (70 percent) with only 1 month left in the award per­
iod. The ONP representative told us that he was aware of 
the situation and claimed to have called the awardee, al­
though we could find no record of this in the files. The 
representative felt no need to do anything other than call 
the awardee for information. 
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--The award file contained a discussion of a fraud incident 
in which a CETA counselor submitted timesheets and issued 
checks for a terminated CETA enrollee. The ONP representa­
tive said that he was not familiar with the incident, and 
he did not know whether anyone recovered the funds. 

We did find a few cases, however, in which ONP personnel were 
aware of awardee problems and acted on them. For example: 

--During the first 4 months of the award, an awardee' s job 
placements of trained participants were low. The ONP rep­
resentative met with the awardee and management represen­
tatives of the companies employing the trainee& to prod 
management into giving the program stronger support. By the 
end of the award period, the awardee had substantially met 
the placement goal. 

We also identified some apparent problems that ONP repre­
sentatives could not explain or had not noticed. Some of these 
were: 

--Though an awardee's statement of work showed it would 
undertake eight tasks, the files showed no evidence of 
anything being done on seven of the tasks. The ONP rep­
resentative said that he had done nothing regarding the 
apparent lack of activity on the seven tasks. 

--In another award during a particular period, the awardee 
reported outlays of $221,484 for the classroom training 
portion of the award, even though the same report showed 
it had planned to spend only $90,692 for that period. The 
ONP representative could not locate any reason for the 
awardee's action and had not questioned it. 

See appendix III for other examples. 

CONCLUSIONS 

In some cases ONP officials actively monitored awardees' ac­
tivities, but in many cases they did not. Overall, because of the 
limited monitoring of awardees' performance, ONP did not know 
whether awardees met the terms of their awards or whether they 
used Federal funds prudently. 

ONP did not always identify problems with awardees' perform­
ance, and when they did, ONP did not always act on and resolve 
those problems. Additionally, it often failed to request required 
fiscal and performance reports, and it failed to visit many award­
ees. To insure that award funds are spent prudently, ONP should 
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more actively acrutinize awardee activitiea and follow up on and 
reaolve any problem• it identifies. 

RECOMMENDATION TO THE 
SECRETARY OF LABOR 

We recommend that the Secretary direct ONP to place a greater 
emphasis on its monitoring activities. This emphasis should in­
clude (1) increased site visits: (2) prompt identification, follow­
up, and resolution of problems with awardee performance: (3) docu­
mentation in award files of substantive agreements, problems, re­
solutions, or outstanding issues: and (4) development of a system 
to ensure that awardees submit required reports. 

LABOR'S COMMENTS AND 
OUR EVALUATION 

Labor concurred with our recommendation to place a greater 
emphasis on its monitoring activities. Labor stated that ONP has 
been instructed to 

--increase onsite monitoring to the extent permitted by staff 
and travel resources, with the goal of visiting each awardee 
once a year, 

--develop written procedures to require staff to alert their 
supervisors to any significant issues or problems and main­
tain records on the problems and how they are resolved: and 

--develop a reliable system for detecting and reacting to 
situations when awardees do not submit required fiscal and 
performance reports. 

These actions, if effectively implemented, should improve ONP's 
monitoring of its awardees' activities. 
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OTHER GAO REPORTS ON ONP 

l, "Labor N••d• to Better Manage Migrant Grant■ in Virginia and 
Improve the Proceaa for Selecting Grant•••" (July 1·, 1981, 
HRD-81-66), 

2. "The Diatribution of Senior Community Service Employment Pro­
gram Poaitiona" (Nov. 8, 1979, HRD-80-13). 

3. "Evaluation of the Secretary of Labor's Comments on 'The 
Award of Fund• to the National Farm Workers Service Center, 
Inc., Waa Poorly Managed'" (Oct. 2, 1979, HRD-79-127). 

4. "The Award Of Funds To The National Farm Workera Service 
Center, Inc . , Was Poorly Managed" (Jan. 15 __ , 1979, HRD-79-30). 

5. Letter report to Senator Henry Bellmen on Indian employment 
and training programs authorized by CETA (Dec. 8, 1978, 
HRD-79-28). 

6. "Oueationabl• Need for Some Department of Labor Training 
Program■" (Apr. 10, 1978, HRD-78-4). 

7. Letter report to Congreaaman John Conyers on the implementa­
tion and progreaa of the Help through Industry Retraining 
and Employment (HIRE) program (Mar. 9, 1978, HRD-78-83). 

8. "Stronger Controls Needed Over the Migrant and Seaaonal Farm­
worker ■ Aaaociation Programs in North Carolina" (Sept. 8, 
1977, HRD-77-84). 

9. Letter report to Senator William Proxmire on allegations that 
ineligible applicants were enrolled in programs administered by 
the United Migrant Opportunity Service, ~ilwaukee, Wisconsin 
(Mar. 22, 1977, HRD-77-59). 

10. Letter report to Labor's Assistant Secretary for Administra­
tion and Management on inadequate oversight of program to pro­
vide aasiatance to nonreservation Indians under title III-A 
of CETA (July 28, 1976). 
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SAMPLING ERRORS ON AWARD ACTIVITY ESTIMATES 

We devised our sampling plan to provide a sampling error of 
not greater than 7 percent at the 95-percent level of confidence 
(see ch. 1). However, the actual sampling error on any one re­
sponse estimate depends on the percentage of times the response 
was received, the percentage of times it was appropriate to ask 
the question, and for ONP-wide estimates, the distribution of 
responses in each ONP office. 

To show sampling error sizes, we have calculated the upper 
and lower limits for the more crucial estimates. These data are 
shown in the following tables. (The first digit in the table 
number coincides with the report chapter in which this information 
is found.) 

Award 
mechanism 

Formula 
allocation 

Soliciting 
proposals from 
more than one 
applicant 

Soliciting 
proposals from 
only one 
applicant 

Total 

Table 2.1 

How ONP Awards Funds 

Projection to 
adjusted universe 

Percent 
Number .(note a) 

237 

102 

140 

479 

49 

21 

29 

100 

Estimated range of 
adjusted universe at 
the 95-percent level 

of confidence 
Number Percent 

223 to 251 45 to 53 

84 to 120 17 to 25 

120 to 160 25 to 33 

~/Does not total 100 percent due to rounding. 
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Table 2.2 

Extent of Sole source Justification 
Found in Award Files 

Extent of 
justification 

No justification 
in files 

Waiver of sole 
source review and 
justification in 
files 

Sole source 
justification in 
files 

Total 

ONP 
office 

Special National 
Programs and 
Activities 

Farmworker and 
Rural Employment 
Programs (note a) 

Indian and Native 
American Programs 

National Programs 
for Older Workers 

Total 
(note a) 

Projection to 
adjusted universe 
Number Percent 

66 

66 

8 

140 

47 

47 

6 

100 

Table 2.3 

Estimated range of 
adjusted universe at 
the 95-percent level 

of confidence 
Number Percent 

58 to 74 41 to 53 

61 to 71 44 to 50 

Oto 16 Oto 11 

Extent of Award Renewals 

Projection to 
adjusted universe 
Number Percent 

64 

37 

161 

64 

326 

88 

70 

80 

91 

82 

Estimated range of 
adjusted universe at 
the 95-percent level 

of conf'idence 
Number Percent 

59 to 69 

24 to 50 

142 to 180 

59 to 69 

302 to 350 

81 to 95 

60 to 80 

70 to 90 

84 to 98 

77 to 87 

:a/Excludes farmworker awards made under the competitive award 
- process (seep. 12). 
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Table 2.4 

Extent of Adequate Evaluations 
Prepared on Prior Awards Before Refunding 

ONP office 

Special National 
Programs and 
Activities 

Farmworker and 
Rural Employment 
Programs 

Indian and 
Native American 
Programs 

National Programs 
for Older Workers 

Total 
(note b) 

Projection to 
adjusted universe 
Number Percent 

11 

29 

4 

0 

44 

17 

79 

2 

0 

13 

a/Estimated lower limit is less than zero. 

Estimated range of 
adjusted univer■e at 
the 95-percent level 

of confidence 
Number Percent 

6 to 16 9 to 25 

22 to 36 60 to 98 

a/0 to 11 a/0 to 6 

33 to 55 10 to 16 

b/Excludes farmworker awards made under the competitive award 
- process (seep. 12). 
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Table 2.5 

Re•1on■ Given by ONP Repreaentative■ 
for Not Evaluating Awards 

Before Refunding Them 

Reasons given 
(note a) 

Not needed since 
performance known 
from monitoring 

Not enough reaourees 
(dollars, time, and 
people) 

ONP management did 
not require an 
evaluation 

Claimed an evaluation 
was prepared (note b) 

Never done since funds 
were awarded on an 
allocation basis 

Don't know 
Other 

Projection to 
adjusted universe 
Number Percent 

72 26 

59 21 

56 20 

31 11 

24 9 
20 7 
43 15 

Estimated range of 
adjusted universe at 
the 95-percent level 

of confidence 
Number Percent 

52 to 92 19 to 33 

40 to 78 14 to 28 

36 to 76 13 to 27 

16 to 46 6 to 16 

16 to 32 6 to 12 
9 to 31 3 to 11 

25 to 61 9 to 21 

a/Figures do not total 100 percent since more than one reason 
- could be cited. 

b/ln these cases, either the ONP representative could not supply 
- the evaluation or the documents were so superficial that they 

provided little analysis. 

43 



APPENDIX II APPENDIX II 

Table 3.1 

ONP Awards Showing Evidence of Cost 
and Technical Evaluation 

Estimated range of 
• adjusted universe at 

Projection to the 95-percent level 
ONP Type of adjusted universe of confidence 

office evaluation Number Perc'ent Number Percent 

Special 
National 
Programs and Cost 24 33 17 to 31 23 to 43 
Activities Technical 35 48 27 to 43 38 to 58 

Farmworker and 
Rural Em-
ployment Cost 52 39 39 to 65 29 to 49 
Programs Technical 60 44 45 to 75 33 to 55 

Indian and 
Native 
American Cost 12 6 l to 23 0 to 12 
Programs Technical 4 2 ~/0 to 11 a/0 to 5 

National Pro-
grams for 
Older Cost 42 60 36 to 48 51 to 69 
workers Technical 44 63 36 to 52 52 to 74 

Total Cost 130 27 110 to 150 23 to 31 
Technical 143 30 123 to 163 26 to 34 

~/Estimated lower limit is less than zero. 
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Table 3.2 

ONP Awards Showing Evidence of Coat 
and Technical Negotiation 

Estimated range of 
adjueted universe at 

Projection to the 95-percent level 
ONP Type of adjusted universe of confidence 

office ne9otiation Number Percent Number Percent 

Special 
National 
Programs 
and co,t 49 67 42 to 56 57 to 77 
Activities Technical 38 52 30 to 46 42 to 62 

Farmworker 
and Rural 
Employment Coat 52 39 38 to 66 28 to 50 
Programs Technical 63 47 48 to 78 36 to 58 

Indian and 
Native 
American Coat 8 4 a"/0 to 17 a/0 to 9 
Programs Technical 4 2 a/0 to 11 a/0 to 5 

National 
Programs 
for Older Cost 44 63 36 to 52 52 to 74 
Workers Technical 46 66 38 to 54 55 to 77 

Total Cost 153 32 133 to 173 28 to 36 
Technical 151 32 131 to 171 28 to ·36 

a/Estimated lower limit is less than zero. 
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Table 3,3 

Extent of Negotiation Report■ Prepared 
for Award• Negotiated by ONP 

ONP 
office 

Special National 
Programs and 
Activities 

Farmworker and 
Rural Employment 
Programs 

Indian and 
Native American 
Programs 

National Programs 
for Older Workers 

Total 

Projection to 
adjusted universe 
Number Percent 

71 

70 

0 

30 

171 

46 

97 

52 

0 

43 

36 

Eatimated range of 
adjusted universe at 
the 95-percent level 

of confidence 
Number Percent 

69 to 73 94 to 100 

55 to 85 41 to 63 

22 to 38 31 to 55 

154 to 188 32 to 40 
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ONP 
office 

Special National 
Program• and 
Activitiea 

Farmworker and 
Rural Employment 
Programs 

Indian and 
Native American 
Programs 

National Program• 
for Older Workers 

Total 

Table 3,4 

Frequency of ONP Preaward 
Work Authorization• 

Projection to 
adjuated universe 
Number Percent 

20 

11 

4 

0 

35 

27 

8 

2 

0 

7 

~/Eatimated lower limit ia leas than zero. 

47 

.'I • 

APPENDIX II 

Eatimated range of 
.. adjuated univerae at 

th• 95•percent level 
of confidence 

Number Percent 

13 to 27 18 to 36 

3 to 19 2 to 14 

a/0 toll a/0 to 5 

22 to 48 4 to 10 
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Table 3.5 

Number of Preaward Work Authorizations 
Containin2 Protective Elements 

Estimated range of 
adjusted universe at 

Projection to the 95-percent level 
Protective adjusted universe of confidence 

elements Number Percent Number Percent 

A dollar limit on 
costs authorized to 
be incurred 9 26 5 to 13 15 to 37 

A location where woi::k 
is to be performed 4 11 1 to 7 2 to 20 

A statement of work 
to be performed 7 20 3 to 11 9 to 31 

The ceiling price of 
the award to be made 13 37 9 to 17 26 to 48 

A performance or 
delivery schedule 2 6 0 to 4 Oto 12 

A requirement that work 
start immediately 0 0 

A cutoff date for 
the authorization 9 26 5 to 13 15 to 37 

A clause limiting 
Labor's liability to 
the lesser of either 
Labor's maximum 
liability under t~e 
authorization or costs 
incurred up to the 
specified cutoff date 0 0 

A requirement that the 
awardee and Labor 
enter into good 
faith negotiations 
to agree on terms 
and execute a 
definitive award 0 0 
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Table 3.6 

Number of Awardee■ Placed on a Letter• 
of-Credit Parrent Sy■tem at the Start of 

or Dur ng the Award Period 

ONP 
office 

Special National 
Programs and 
Activities 

Farmworker and 
Rural Employment 
Programs 

Indian and Native 
American Programs 

National Programs 
for Older Workers 

Total 

Projection to 
adjusted universe 
Number Percent 

11 

14 

60 

4 

89 

49 

19 

12 

39 

6 

23 

Estimated range of 
adjusted universe at 
the 95-percent level 

of confidence 
Number Percent 

6 to 16 

6 to 22 

39 to 81 

Oto 8 

66 to 112 

10 to 28 

5 to 19 

26 to 52 

Oto 12 

17 to 29 
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Requirement 

$120,000 or 
more 

More than 
1 year 

Minimize time that 
cash ia on hand 

Adequate control 
over funds 

Minimize sub­
recipients' 
available cash 
(note b) 

APPENDIX II 

Table 3.7 

Number of Awardeea Meeting 
Letter-of-Credit Requirement• 

Estimated range of 
adjusted universe at 

Projection to the 95-percent level 
adjuated univerae of confidence 
Number Percent Number Percent 

89 100 81 to 97 !/91 to 100 

83 93 75 to 91 !/84 to 100 

17 19 12 to 22 14 to 24 

25 28 19 to 31 23 to 33 

4 18 3 to 5 16 to 20 

~/Upper limit exceeds 100 percent . 

~/Not all recipients anticipated using subgrantees or subcontractors 
in carrying out award activities. 
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Table 3.8 

Reaeon■ Given by ONP Representatives for 
Putting Award••• on a Letter-of-Credit Payment 

Syatem When the Awardee■' Qualification■ Had 
Not Been Demonstrated (for all five criteria) (note a) 

Reaaona given 

Office management 
did not require 
this to be done 

Believed awardee 
qualified b&eed on 
past experience 

Don't know 
Unaware of 

requirements 
Other (note b) 

Projection to 
adjuated universe 
Number Percent 

so 

10 
4 

3 
5 

70 

14 
6 

4 
7 

Estimated range of 
adjuated univerae at 
the 95-percent level 

of confidence 
Number Percent 

40 to 60 

1 to 19 
1 to 7 

Oto 6 
1 to 9 

56 to 84 

1 to 27 
2 to 10 

Oto 9 
2 to 12 

~/Total reasons given exceed projected number due to rounding. 
I 

~/No single reason exceeds 3 percent of total responses. 
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Table 3,9 

ONP Representative Responses on 
Actions Taken by ONP to Determine 

If Awardees Were Eligible to be Placed 
on a Letter-of-Credit Payment System 

Actions taken 

None 
Knew of eligibil­

ity from past 
performance 

Did not know 
Determination made 

only on $120,000 
criterion 

Projection to 
adjusted universe 
Number Percent 

37 

20 
12 

2 

52 

52 

28 
17 

3 

Estimated range of 
adjusted universe at 
the 95-percent level 

of confidence 
Number Percent 

25 to 49 

9 to 31 
4 to 20 

0 to 4 

35 to 69 

12 to 44 
6 to 28 

Oto 6 
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Table 3.10 

Freguency of Effective Award Dates Which 
Preceded the Dates Awards Were Signed 

CNP 
office 

Special National 
Programs and 
Activities 

Farmworker and 
Rural Employment 
Programs 

Indian and Native 
American Programa 

National Programs 
for Older Workers 

Total 

Projection to 
adjusted universe 
Number Percent 

57 

35 

177 

8 

277 

53 

78 

26 

88 

11 

58 

Estimated range of 
adjusted universe at 
the 95-percent level 

of confidence 
Number Percent 

51 to 63 

22 to 48 

161 to 193 

3 to 13 

254 to 300 

69 to 87 

16 to 36 

80 to 96 

4 to 18 

53 to 63 
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Tak>le 4.1 

Extent of Monitoring of Award••• 
Founa'. In Award Pile■ 

Eatimated range of 
adjuated. univer■e at 

Projection to the 95-percent level 
ONP Extent of adjusted univer■e of confidence 

office monitoring Number Percent Number Percent 

Special None 29 40 22 to 36 30 to 50 
National Little 35 48 27 to 43 38 to 58 
Programs Regular 9 12 4 to 14 5 to 19 
and 
Activities 

Farmworker None 51 38 37 to 65 27 to 49 
and Rural Little 52 39 38 to 66 28 to 50 
Employment Regular 32 24 19 to 45 15 to 33 
Programs 
(note a) 

Indian and None 80 40 56 to 104 28 to 52 
Native Little 105 52 81 to 129 40 to 64 
American Regular 16 8 3 to 29 1 to 15 
Programs 

National Pro-
grams for None 2 3 b/0 to 5 ~o to 7 
Older Little 32 46 24 to 40 34 to 58 
Workers Regular 36 51 28 to 44 39 to 63 

Total None 162 34 133 to 191 28 to 40 
Little 224 47 • 194 to 254 41 to 53 
Regular 93 19 72 to 114 15 to 23 

,!/Percents do not total 100 due to rounding. 

b/Eetimated lower limit is less than zero. 
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Table 4,2 

Number of Award••• That Did Not Submit Mo■t Re5uired 
Rep0rt.1 tor Mo■t current Reporting Period 

E ■timated range of 
adjuated univ•r•• at 

Projection to .the 95-percent level 
ONP adju■ted univerae of confidence 

office Number Percent Number Percent 

Special National 
Programs and 
Activitiea 24 33 17 to 31 23 to 43 

Farmworker and 
Rural Employment 
Program■ 51 38 37 to 65 27 to 49 

Indian and 
Native American 
Program■ 52 26 31 to 73 15 to 37 

National Program■ 
for Older Worker• 20 29 13 to 27 18 to 40 

Total 147 31 119 to 175 25 to 37 -
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Table 4.3 

Number of Awardees That Did Not Submit Most 
Required Reports for Prior Reporting Periods 

ONP 
office 

Special National 
Programs and 
Activities 

Farmworker and 
Rural Employment 
Programs 

Indian and 
Native American 
Programs 

National Programs 
for Older Workers 

Total 

Projection to 
adjusted universe 
Number Percent 

20 

22 

56 

16 

114 

56 

27 

16 

28 

23 

24 

Estimated range of 
adjusted universe at 
the 95-percent level 

of confidence 
Number 

13 to 27 

11 to 33 

34 to 78 

9 to 23 

88 to 140 

Percent 

18 to 36 

8 to 24 

17 to 39 

13 to 33 

19 to 29 
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ONP 
office 

Special National 
Programs and 
Activities 

Farmworker and 
Rural Employment 
Programs 

Indian and Native 
American Program■ 

National Program■ 
for Older Worker ■ 

Total 

APPENDIX II 

Table 4.4 

Number of Tim•• ONP Did Not 
Regue■t Tardy Reports 

Projection to 
adju■ted univer■e 
Number Percent 

29 

49 

56 

18 

152 

94 

86 

82 

64 

83 

Estimated range of 
adjusted univer■e at 
the 95-percent level 

of confidence 
Number Percent 

27 to 31 a/86 to 100 

42 to 56 74 to 98 

45 to 67 66 to 98 

13 to 23 46 to 82 

138 to 166 76 to 90 

~/Estimated upper limit exceeds 100 percent. 
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Table 4.5 

Number of Awardees Not Visited 
by ONP Repreaentativea 

ONP 
office 

Special National 
Programs and 
Activitiea 

Farmworker and 
Rural Employment 
Programs 

Indian and Native 
American Program■ 

National Programs 
for Older Workers 

Total 

Projection to 
adjusted universe 
Number Percent 

35 

49 

153 

42 

279 

58 

48 

36 

76 

60 

58 

Estimated range of 
adjusted universe at 
the 95-percent level 

of confidence 
Number Percent 

27 to 43 

35 to 63 

132 to 174 

34 to 50 

252 to 306 

38 to 58 

25 to 47 

66 to 86 

49 to 71 

52 to 64 
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Table 4.6 

Rea,on• Given by ONP Repreaentatives 
for Not vl,iting Awardee• During Award Period (note a) 

Reasons given 

No money for 
travel 

With large number 
of awards th•t 
ONP repreaent• 
ative handlea, 
there wa• not 
enough time 

Other award• h•d 
higher prioriti•• 

Have monitored ex­
tensively in other 
way■ (phone con­
tact, correspond­
ence, visits to 
ONP by awardee, 
etc.) 

Awardee has been 
performing wellr 
there is no need 
to visit 

Other (note b) 

Projection to 
adjusted univerae 

Percent 
Number (note a) 

200 

73 

28 

21 

20 
51 

72 

26 

10 

8 

7 
18 

Estimated range of 
adjusted universe at 
the 95-percent level 

of confidence 
Number Percent 

180 to 220 

52 to 94 

14 to 42 

8 to 34 

10 to 30 
35 to 67 

65 to 79 

19 to 33 

5 to 15 

3 to 13 

3 to 11 
12 to 24 

a/Does not total 100 percent since some ONP representatives gave 
- more than one response. 

~/No single reason exceeds 3 percent of total responses. 
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OTHER EXAMPLES OF PROBLEMS FOUND WITH 

ONP-ADMINISTERED AWARDS 

Chapters 2, 3, and 4 cited many problems wlth how ONP 
administers its awards. This appendix lists other examples. 

USE OF SOLE SOURCE AWARDS 

Case A. ONP awarded this sole source contract for recruiting, 
tutoring, and counseling persons for entry into apprenticeship for 
skilled trades in the construction industry. These services were 
to prepare applicants for entrance tests and job interviews. At 
about the same time, ONP made another sole source award to an 
awardee in the same geographic area also to place most of its 
applicants into apprenticeship within the building and construc­
tion trades. This program was to identify employment opportuni­
ties and tutor applicants so they could compete for employment, 
place qualified applicants, and follow up on their progress. 

ONP waived sole source review for both of these awards. Ac­
cording to Labor guidance for these waivers, this meant that each 
awardee had a special competency and was a unique program within a 
locale. Since both awards were made for basically the same pur­
pose and within the same geographic area, we question why they 
were awarded on a sole source basis. 

Case B. This award was made to provide unemployed and dis­
advantaged persons with on-the-job training for jobs in the auto­
motive, agricultural, and aircraft industries. ONP made the award 
on a sole source basis because it was impractical to obtain compe­
tition and waived sole source review. Our review of several of 
the awardee's subcontracts showed that many persons were to be 
trained in skilled occupations. In other instances, however, low 
skill occupations--such as utility workerq, truck loaders, clerk 
typists, laborers, and fork lift operators--were also included. 
We question why the sole source award encompassed these occupa­
tions since many organizations could train applicants for these 
skills. (Another aspect of this award involving proposal evalua­
tion was described in ch. 3.) 

Case c. We noted several problems with a $515,500 award to 
produce a series of bilingual training films for ONP on organizing, 
planning, and conducting programs for migrants and farmworkers. 
The awardee was the only entity considered for this project. The 
ONP representative told us that the awardee was selected because 
it had produced satisfactory training films for another ONP program 
office and that no other organizations were contacted because the 
office needed to obligate the award funds before the end of the 
fiscal year. Satisfactory performance on prior awards is not an 
adequate reason for not considering other possible awardees. 
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Additionally, the award files did not contain evidence that 
ONP negotiated the proposal. The representative told ua that the 
technical aspects of the proposal were not negotiated because he 
was completely unfamiliar with the technical requirements of film 
production. According to the representative, the project cost was 
negotiated from $600,000 to $515,500 by eliminating one film from 
the proposal. There was no other cost negotiation. The repre­
sentative did not prepare a negotiation report. 

We noted several problems with the award which should have 
been detected and corrected by ONP in the proposal evaluation and 
negotiation process. First, the award agreement did not mention 
who would own the completed films and how they were to be dis­
tributed. In this regard, the ONP representative told us that 
this should have been spelled out in the award, .but waa not be­
cause of the speed with which the award package was put together 
to meet the deadline for obligating fiscal year 1979 funds. At 
the time we talked with the representative, the program office 
had not decided how the films would be distributed although only 
3 months remained in the award period. 

Secondly, we noted that the award did not specify the proj­
ect's reporting requirements to ONP, a standard requirement. The 
representative told us that the reporting requirements were handled 
by an oral understanding with the awardee. 

Thirdly, we found several errors and ambiguities in the 
awardee's summary of staff costs which the ONP representative was 
unaware of and could not explain. Two of the problems in the 
staff cost summary were computational errors involving about 
$1,200. The other problems were ambiguous statements of salary 
costs. The representative told us that he would have the awardee 
submit a revised budget with corrections and clarifications. 

Finally, we noted that t~e awardee was placed on a letter of 
credit without documenting that it met all the necessary require­
ments for this system. The representative told us that the awardee 
was on a letter 'of credit under another award and, therefore, did 
not need to submit this documentation again. We discovered, how­
ever, that the awardee was not on a letter of credit under the 
other award referred to by the representative. 

JUSTIFICATION OF PROPOSED AWARD 
ACTIVITIES AND EXPENDITURES 

1 
Case o. Copies of this $348,800 farmworker award contained 

1conflicting information regarding the number of participants to 
1be trained and the compensation they would receive. ONP files con­
: tained three copies of the award package, and each had an original 
grant signature sheet. The program narrative in one package stated 
that 30 youths would be trained, while the budget information 
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summary indicated 27 planned participants. The other two award 
packages each ahowed that 27 youths would be assisted, The pro­
gram narrative in the first package stated that all the trainee■ 
would be placed in construction jobs paying $5.10 per hour above 
the minimum wager a few pages later, the narrative indicated that 
at least one-third of the youths would be placed in jobs paying 
$1,00 above the minimum wage. The other two award packages stated 
that one-third of the participants would be placed in jobs paying 
$5.10 above the minimum wage. 

The ONP representative for this award was not previously 
aware of this conflicting information and could not tell us what 
the true objectives should have been. 

Case E. An older worker program sponsor submitted an 
$18.6 million proposal to ONP to provide subsidized, part-time 
employment opportunities for about 4,000 low-income elderly 
persons. Additional funds became available, and ONP approved 
$19.7 million for this program. The awardee's proposed budget, 
however, was not changed to reflect this increased funding. The 
ONP representative for this award did not know why the budget was 
not changed. 

A later $203,000 modification to this award did not have re­
quired documentation supporting the need for the additional funds. 
The ONP representative could not explain this lack of documentation 
other than to say that it might have been submitted by the awardee 
and misfiled by ONP, 

Case F, In a $324,400 award to provide employment opportuni­
ties for Indiana, we noted discrepancies in the total planned en­
rollment figures between the award's narrative program description 
and the award'a program planning summary sheets which project the 
program's planned ~ccomplishments on a quarterly basis. Since the 
documents did not agree, we could not tell how many people the 
awardee planned to train. The ONP representative for the award 
could not explain these inconsistencies. 

Case G. An Indian program award for several employment and 
training activities provided $1.2 million for one segment that did 
not contain the required narrative program description or schedules 
detailing planned quarterly enrollments, placements, or expendi­
tures. The ONP representatives responsible for the award could 
not explain why this information was missing. 

Case H. A $5,250 modification to an older worker program 
award providing subsidized, part-time employment opportunities for 
low-income persons was approved by ONP without any backup informa­
tion justifying the need for the additional funds. The justify­
ing information was submitted 5 months later along with another 
modification. The ONP representative told us that the time for 
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processing the modification did not allow the awardee autficient 
time to prepare the necessary supporting documentation, According 
to the representative, when deadlines are pressing and awardeea 
are not able to provide timely award backup information, ONP will 
process the award while the awardee prepares the necessary sup­
porting documentation. 

Case I, The files for a $1,4 million award to provide employ­
ment and training opportunities for Native Americana did not con­
tain required program backup information to allow proper monitoring 
of the awardee's activities. The awardee did not submit achedules 
detailing the project's planned quarterly enrollments and place­
ments or expenditures. The CNP representative told us that the 
schedules were not submitted because of the awardee's lack of co­
operation and competence. The absence of these forms would pre­
clude effective monitoring because CNP could not compare the 
awardee's actual progress with what it originally planned to 
accomplish when the award was approved. 

Case J. An Indian program award included $59,000 for youth 
employment activities. However, narrative and planning reports 
describing the activities to be carried out were not submitted by 
the awardee until over 4 months after the program became effective 
and about 5 months after CNP executed the award, The CNP repre­
sentatives for this award could not explain why backup documenta­
tion for these activities was not submitted with· the original award 
package. 

Case K. CNP increased an awardee's budget from $226,474 to 
$305,886, but did not require the awardee to increase ita work 
scope in providing services. The CNP representative agreed that 
the award should have been modified to include a change in the 
number of participants to be served. 

Case L. The work statement for a $216,92? Indian program 
award was vague concerning the type of training participants were 
to receive. Although the statement listed occupations which were 
considered to be skill shortages in the area, it did not list the 
skills participants were to be trained in. The CNP representative 
for the award agreed that the work statement could have been more 
specific. 

~RRCRS IN AWARDEE BUDGETS 

Case M. The budget salary schedules for a $1,9 million farm­
~orker program contained numerous computational errors. Total 
ealariea for the original grant were listed as $168,568 and were 
understated by $11,452 because of computation errors. The schedule 
;for an award ~edification listed total salaries as $492,313 and 
was understated by $11,375. The CNP representative for the award 
could not explain these errors. 
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Case N. Salary costs shO'wn on budget schedules on two modifi­
cations for a $3.1 million farmworker program award were incorrect. 
The total costs of individual employee positions were overstated 
by as much as $44,960 for some employees and understated by as 
much as $14,900 for others. The r epresentative explained that 
some costs appeared understated because the awardee eliminated 
from the schedule salaries for the portion of time the positions 
would not be filled. This was not evident from the files. The 
representative could not explain why some salary costs were too 
high. 

ONP'S CONDUCT OF NEGOTIATIONS 

Case o. A $570,400 farmworker youth award was made by ONP 
without negotiating either the cost or the technical aspects of 
the proposal. The ONP representative told us that, while this 
award was being processed, he was occupied with another awardee 
and did not have time to negotiate this proposal. Thus, ONP did 
not assure itself that it made the most cost-effective award. 

Case P. The memorandum of negotiation should be a complete 
record of negotiations, including the reasons for all agreements 
on the proposed work statement and budget. The memorandum of 
negotiation for a $507,000 award for a training project in the 
textile industry consisted of only three sentences. The memorandum 
stated that the contractor had asked ONP staff about the direction 
the contract should take and that staff suggestions were incorpor­
ated in the proposal. The memorandum further stated that, since 
the proposal did not exceed the funds set aside for the award and 
salaries, overhead, and other budget line items were reasonable, 
negotiations were completed. Accordingly, we could not determine . 
from the memorandum what specif i cally was negotiated or the reasons 
for the negotiator's determinations. 

Case Q. In a $930,400 contract to provide financial manage­
ment system training and technical assistance to farmworker program 
sponsors, ONP informed the contractor of the amount it had budgeted 
for the program instead of allowing the contractor to submit a self­
determined cost proposal. Thus, the contractor had no incentive 
to submit a proposal for less than the amount communicated to the 
contractor. 

Additionally, the award's work statement did not specify the 
number of farmworker sponsors to be visited under the contract. 
This would hinder effective monitoring of the award and determin­
ing whether the awardee was meeting the contract terms. The cur­
rent and prior ONP representatives assigned to the award told us 
that ONP assumed that all of the farmworker sponsors would be 
served. 
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QUESTIONABLE AWARD PRACTICES 

Case R. A February 8, 1979, ONP memorandum cited possible 
misapplication of funds by the awardee and other problems. Also, 
a February 26, 1979, update to the ONP representative'• report on 
her visit to the awardee noted that the awardee's fiscal account­
ability was poor. Yet, ONP gave the awardee an additional $77,747 
on April 6, 1979. The representative aaid that all awardees in her 
office received additional funding for 1979. Still, in light of 
the awardee problems, she had no idea why the awardee received the 
additional funds. 

Cases. In March 1979, ONP awarded a $222,400 contract to an 
organization to study the fiscal year 1978 economic stimulus pro­
gram administered by ONP. Three months later the contract was 
modified for a totally different purpose--$23O,6OO for developing 
an orientation program for Puerto Rican agricultural l borers de­
siring seasonal jobs in the United States. 

When we asked why the Puerto Rican orientation taak was not 
awarded under a aeparate contract, the ONP representative told us 
that it was done aa a matter of expediency. He told ua that the 
Secretary of Labor wanted the program established as aoon as pos­
sible, and it could begin much more quickly by modifying an exist­
ing contract than awarding a new one. 

The representative told us that the orientation portion of 
the award was negotiated and administered by the u.s. Employment 
Service and that no other organizations were considered for the 
award. 

PROTECTING THE GOVERNMENT IN 
PREAWARD WORK AUTHORIZATIONS· 

Case T. ONP sent a notification letter to an organization 
atating that it had been awarded a contract to continue promoting 
the participation of historically and predominantly black colleges 
in CETA programs. The authorization letter indicated that the 
scope of work had been agreed to previously and that the contract 
should be operated in accordance with this agreement. We could 
not find the work statement agreement referred to in the authori­
zation letter. The ONP representative for the award told us that 
ihe agreement was in the form of a draft work statement identical 
io the work statement in the final contract. According to the 
tepresentative, this document should have been with the award files. 
(Another aspect of this award involving monitoring of progress was 
described in ch. 3.) 
' 
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MONITORING OF PROGRESS 

Case u. An award file contained allegations of fraud about 
the awardee. The file did not contain results of a requested 
investigation, and the ONP representative did not know if the 
allegations were resolved. (Another aspect of this award was 
described in case M.) 

. 

Case v. An awardee did not submit 10 out of 27 required 
reports. The ONP representative said that his frequent contacts 
with the awardee made the submission of monthly progress reports 
unnecessary, even though these reports were required under the 
award. We found no evidence of contacts or any evidence of moni­
toring activity in the award files. (Another aspect of this award 
was described in cases.) 

Ca■e w. The award files showed that a public accounting firm 
questioned $677,304 in co.ate incurred by a subawardee. The ONP 
representative said that he was unaware of the situation. The 
questioned costs were unresolved when we interviewed the represen­
tative. 
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U.S. Department or L1ber 

Jul 211981 

Mr. Gregory J, Ahart 
Director 

Assistant Secretary :0.­
Employment and Tra1n1ng 
Washington . DC 20210 

Human Resourcea Division 
U.S. General ~ccounting Office 
Washington, D,C, 20548 

Dear Mr. Ahart: 

This is in response to your letter to Secretary Donovan 
requesting comments on the draft GAO report entitled, 
"The Labor Department's Office of National Proqrams 

APPENDIX IV 

Needs To Improve Administration of Its Employment and 
Training Awards". The Department's response is enclosed. 

The Department appreciates the opportunity to comment on 
this report. 

ALBERT ANGRISANI~c.,,- • 
Assistant Secreta~f Labor 

Enclosure 

GAO note: Cited page numbers refer to the draft report and not 
to this final report. 
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U.S. Department of Labor's Response To 
The Draft General AccolD'lting Office Report 
Entitled: 

TiiE I.ABOR DEPAR'IMENT'S OFFICE OF NATIONAL 
PROGRAM.5 NEEDS TO IMPROVE AIMINISTRATION 

OF ITS J:MPLOYMEITT AND TRAINING AWARDS 

July 1981 
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RF.CXMFJD\TI~ (p. 19): 

We r6CIOIINfld that the Secretary of Labor direct mi> to malce greater 
use of campetitive awards. 

RE.5AXSE: 

The Department cona.ars. 

CXM&n'S: 

The Department qTees with GNJ that canpetitive award procedures 
ouaht to be used whenever practicable. It should be explained, 
however, that Elt of the nmds awarded by ONP. are used in 
connection with fonula grant programs. To illustrate, CM>' s 
two laraest proaraas are the Senior CCllllunity Service 811ployment 
Proer• (SCSEP) and the Native .American Bnployment mi Trainina 
Proer• (NAETP). In Fiscal Year 1981, these two progras will 
involve Federal obliaations approximating $432 million, or about 
72 percent of the $600 million that will be awarded for~ 
programs in Fiscal Year 1981. Under both the SCSEP and the NAETP, 
funds are awarded through fonaula allocations to networks of 
uantees that are clearly identified in the enabling legislation 
and illplementina regulations. The statutory and regulatory 
requirements that aovem these two programs do not, in this 
regard, allow for the use of fonnal, canpetitive award procedures 
except in a limited llllllber of well-defined situations. 

Of the remaining $168 million that ONP will obligate in Fiscal Year 
1981, 110re than half (or approximately $89 million) will be awarded 
to ccapetitively selected grantees \.Dlder the Bnployment and Training 
Proaram for Miarant and Seasonal Fal'IIM>rlcers mi the Native American 
Private Sector Initiatives Program. This leaves roughly $79 million 
that will be obliaated during Fiscal Year 1981 tmder programs where 
contracts and erants are not custanarily awarded either on a formula 
basis or throuah fonnal canpetition. 

69 



APPENDIX IV AP9ENDIX IV 

In Fiscal Year 1982, awards that are aade by~ on a nanforatla, 
noncaapetitive basis will be substantially reduced. The table 
shown below illustrates the changes that are expected to take place 
($ in millions). 

Ff 1981 

Formula Grants ...................... $432 (72\) 

Canpetitively Awarded Grants ........ $ 89 (15\) 

Nonfonrula/Noncanpetitive Awards .... $ 79 (13\) 

Totals .................. $600 (100) 

Ff 1982 

$371 (75\) 

$ 81 (16') 

$ 42 ( 91) 

$494 (1001) 

While the table shows that there will be only a slight proportional 
increase in competitively awarded ftmds, it also shows a significant 
decrease in awards that will be made neither on a fo1n1la basis nor 
through competition. It should also be noted that the $42 million 
shown for nonfonrula/noncompetitive awards may be regarded as a maxinun 
figure and that the Department will give careful examination to the 
possibilities of awarding a substantial share of this $42 million 
competitively rather than noncompetitively. r.breover, the Department 
will ensure that noncanpetitive awards are not made unless they are 
fully justified as being in the best interests of the Government and 
the tax-paying public. 
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IU!OJNENMTICJl (p. 19) 

We reu II end that the Secretary of Labor direct oo> to fully 
justify in writing all awards aade on a noncanpetitive basis. 

RF.SPCK5E: 

The Department concurs. 

CXJ,t,£Nl'S : 

APPENDIX IV 

CM> has been instructed to develop aore precise and thorough 
written procedures that will prevent any instance where .a 
noncc:iq>etitive award is aade \Dlless: (i) a proper justification 
has been prepared and doallented and (ii) all necessary approvals 
have been obtained frail hiaher authorities. 
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~Tl~ (p. 19): 

We reo em that the Secretary of Labor direct oo> to prepare 
written assessments of an awrdee's performance under prior 
awards before refunding the awardee. 

RESPCNSE: 

The Department concurs. 

<DN:N'I'S: 

oo> has been instructed to develop more precise and thorough 
written procedures to prevent any instance where a contract 
or grant is renewed \D'll.ess the contractor's or grantee's 
perfot118JlCe tmder its prior funding agreement has been 
assessed and docmented. 
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RECOMMENDATION (p.43): 

We recommend that the Secretary of Labor separate ONP's grant and 
contract management functions from its program management functions. 
The award management function, including grant and contracting 
officer authority, should be independent of ONP 

RESPONSE: 

The Department concurs. 

COMMENTS: 

The Department agrees that the program management and contracting 
activities should be separate. Plans are being made to accomplish 
this separation. 
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RECO+IENMTIOO (p. 43): 

We recamnend that the Secretary of Labor require that ONP's program 
offices fully carry out and document all evaluations of proposals 
and negotiations with applicants. 

RESPONSE: 

The Department concurs. 

CXJ+fENfS: 

ONP has been instructed to develop more precise and thorough written 
procedures to prevent any instance where a contract or grant is 
awarded unless it has first been demonstrated and documented that: 
(i) the grant application or contract proposal has been carefully 
evaluated; and (ii) the final tenns and conditions of the contract 
or grant were appropriately negotiated in a way to ensure effective 
use of Federal ftmds. 
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~Tl ON (p. 4 3) : 

We recarmend that the Secretary of Labor require that CNP 
pre-award authorization letters specifically state what the 
Government and awardees have agreed upon in order to protect 
the interests of the Government. 

RESPONSE: 

The Department concurs. 

APPENDIX IV 

<» officials have been instructed to insure that the use of 
pre-award telearams a,id letters is minimized and, in those· 
instances where they are absolutely necessary, that they are 
adequately specific and precise in order to protect the interests 
of the Government. 
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RECXM-fENDATIQ'l (p. 43): 

We reconmend that the Secretary of Labor require that ONP place 
awardees on letters of credit only after awardees document that 
they meet Federal requirements. 

RESPONSE: 

The Deparonent concurs . 

cn+1ENTS : 

APPEJttDIX., IV 

00P has been instructed to develop more precise and thorough written 
procedures that will prevent the issuance of a letter of credit . 
unless it has first been documented that the contractor or grantee 
meets all of the appropriate Federal requirements. 
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RECXMtENMTI~ tP• 43): 

We recamiend that the Secretary of Labor require ONP to begin award 
processine early enough so that award effective dates occur on or 
after the date both parties sign the award. 

RESPONSE : 

The Department concurs. 

CONENI'S : 

The Department intends to examine all reasonable steps that can be 
taken to avoid situations where contracts and grants are signed 
after the date they are to go into effect. Nonetheless, there will 
continue to be cases where fonnal execution of contract and grant 
docll!lents caMOt possibly take place before the work nust begin or 
the program rust aet \.Dlderway. In such cases, however, ONP has 
been instructed to ensure that all pre-award authorizations to 
contractors and arantees are adequately specific and precise to 
protect the interests of the Government while the formal docunents 
are being prepared for signature . 
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R.ECD+IENDATIOO (p. 44): 

We recomnend that the Secretary of Labor request proposals for Indian 
program activities only after appropriations are known. This may 
involve delaying the start of the fWlding ·period 'Wltil after the 
start of the fiscal year. 

RE.SPONSE: 

The Department does not concur. 

CCMENI'S: 

The Department's Dnployment and Training Programs for Indians and other 
Native Americans are presently on a funding cycle that coincides with 
the Federal fiscal year. Tilat is, all of the funds appropriated for 
these pro&rarns in a given fiscal year are awarded to grantees at the 
begiMing of the fiscal year to be spent through the end of the fiscal 
year. In fiscal year 1981, for example, the grants provide for 
spending through September 30, 1981 -- the last day of the fiscal year. 
While the grantees will have a modest surplus of funds remaining on 
hand at the end of fiscal year 1981, the continuation of their programs 
after September 30, 1981 will be necessarily be based on expenditures 
fran the fiscal year 1982 .appropriation. The point of concern, here, 
is that the GAO reccmnendation would involve a delay in the issuance 
of the fiscal year 1982 grants W1til approximately January 1, 1982, 
thus creating a three-month gap in program funding (i.e., from 
October 1, 1981 through December 31, 1981). The only practical way to 
plug this gap would be to obtain a special, one-time appropriation to 
cover the programs during that three-month period. At this stage, the 
Federal budget-making process for Fiscal Year 1982 has advanced too 
far to admit any realistic possibility for requesting and securing a 
special appropriation for this purpose. 

While the Department concedes that there would be many advantages 
gained in adopting GAO's reccmnendation, this issue must be reckoned 
with on a higher plane. M>re specifically, this recorrmendation goes 
directly to the broader proposition of "advance appropriations" for 
Federal domestic assistance programs. In this regard, the Department 
does not believe it is in a position to act on this recanmendation 
until Government-wide policies and practices are framed around the 
"advance appropriations" issue. 
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RECOMENDATI~ (p . 52 1 53): 

We recannend that the Secretary of Labor direct ONP to place a greater 
emphasis on its monitoring activities. This emphasis should include 
(1) increased site visits; (2) pranpt identification, followp, and 
resolution of problems with awardee perfonnance; (3) documentation in 
award files of substantive agreements, problems, resolutions, or 
outstanding issues; and (4) developnent of a system to ensure that 
awardees submit required reports. 

RESPO-lSE: 

The Department concurs. 

ONP has been instructed to increase the level of its onsite monitoriJli 
activities to tho oxtent pennitted by staff and travel resources, The 
goal will be to monitor each contractor and grantee at least once each 
year. ONP has also been instructed to develop more precise and 
thorough written procedures requiring staff to alert their supervisors 
on any significant issues or problems that arise with contractors and 
grantees and to ensure that written records are maintained concerning 
these issues and problems and the manner in which they are resolved. 
ONP has further been instructed to develop a reliable system for 
detecting and reacting to contractor and grantee delinquencies in 
their sutrnittal of required financial and progress reports. 

{2p5011) 
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I 
I 

The Department of Labor awarded 10 contracts for 
abtout &33 million to Recruitment and Training Pro­
gr41m, Inc. (RTP), to provide certain employment and 
tr.ining services to disadvantaged persons. Regard­
ing Labor's award and administration of the con­
tracts, GAO found ( 1) no comprehensive reviews of 
RtP contract proposals, (2) a lack of documentation to 
show comprehensive reviews. of past contract per­
formance and current fiscal responsibility before 
m,king awards, and (3) no verifi~ation of perform­
a ce data submitted by RTP. 

T ese and other contract award and administration 
pr blems discussed in this report are similar to those 
id ntified in two GAO reports issued in August 1981. 
In response to those reports' recommendations, 
L bor has revised its contract award procedures and 
re rganized the Employment and Training Adminis­
tr lion's national office; these actions should, if 
i plemented properly, improve its employment and 
tr ining award activities. 

G O's analysis showed that RTP's policies, proce­
d res, and system for administering and carrying out 
L~bor contracts were adeQuate . . 
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UNITED STATES GENERAL ACCOUNTING OFFICE • 
WASHINGTON, O.C. 20548 

The Honorable Orrin G. Hatch 
Chairman, Committee on Labor 

and Human Resources 
United States Senate 

Oear Mr. Chairmans 

Your March 17, 1981, letter asked us to address specific 
concerns regarding contracts awarded by the Department of Labor 
during fiscal years 1978-81, using Comprehensive Employment and 
Training Act (CETA) discretionary funds, to Recruitment and 
Training Program, Inc. (RTP), a nonprofit organization involved 
in career guidance and placement activities. As agreed with your 
office, we completed other work you had requested on Labor's 
administration of CETA titles III and IV awards from September 
1980 to late January 1981 before beginning work on this request. 
Generally, your concerns focused on Labor's Office of -National 
Programs' administration of RTP awards, particularly the fiscal 
year 1981 awards, and RTP's performance on these awards. Informa­
tion on your conce=ns is summarized below and detailed in appen­
dix I and the exhibits. 

CETA is designed to provide training and employment opportu­
nities for economically disadvantaged, unemployed, or underemployed 
persons. Under certain sections of CETA titles III and IV, the 
Secretary of Labor can fund, at his discretion, a broad range of , 
employme~t .and training programs and services. Between fiscal 
years 1978 and 1981, Labor awarded 10 contracts to RTP totaling 
$33.3 million. Our analyses of Labor's administration of these 
awards generally she>'A'ed 

--no comprehensive reviews of RTP contract proposals: 

--a lack of documentation to show comprehensive reviews of 
.past contract performance and current fiscal responsi­
bility be_fore making awards: 

--little documentation of onsite visits, periodic assessments 
of progress, and feedback to RTP regarding .its progress in 
achieving desired results; 



B-209019 

--no verification of performance data submitted by RTP: and 

--no written assessments of performance at the end of the 
contract period or certifications, by the program or con­
tracting officers, regarding the adequacy of RTP's perfor­
mance in achieving desired contract objectives and meeting 
reporting requirements. 

These and other problems discussed in this report are similar 
to those identified in our August 1981 reports to you. 1/ In 
response to those reports' recommendations, Labor has revised its 
contract award procedures and reorganized the Employment and 
Training Administration's national office: these actions should, 
if implemented properly, improve employment and training award 
activities. 

We alao analyzed RTP's system for implementing and managing 
Labor contracts, particularly RTP'• management of the fiscal year 
1981 contract. We found that RTP's policies, procedures, and sys­
tem for administering and carrying out Labor contracts were 
adequate. Because Labor was phasing out RTP's contract, we did 
not perform an indepth analysis of how well RTP's management sys­
tems were being implemented. 

As your office requested . written comments were not obtained 
from Labor and RTP. However, we discussed the contents of this 
report with Labor and RTP officials and have incorporated their 
viewa where appropriate. As agreed with your office, unless you 
publicly announce its contents earlier, we plan no further dis­
tribution of this report until 30 days from its issue date. At 
that time, we will send copies to interested parties a~d make 
copies available to others on request. 

Sincerely yo~rs, 

reg y Ahart 
Director 

1/"Labor Needs to Better Select, Monitor, and Evaluate Its Employ-
- ment and Training Awardee■ " (HRD-81-111, ·Aug. 28, 1981) and 

"Information on Funding Commitments from Comprehensive Employ­
ment and Training Act Titles III and IV During Fiscal . Year 1981" 
(HRD-81-145, Aug. 31, 1981). 

2 



APPENDIX 

. I 

EXHIBIT 

A 

Cont e , n ts • 

AWARD AND ADMINISTRATION OF CONTRACTS TO RECRUIT­
MENT AND TRAINING PROGRAM, INC., DURING FISCAL 
YEARS 1978-81 

Introduction 
Objective, scope, and methodology 
Award procedures 
Extent and administration of RTP awards 
Revised award and closeout procedures 
ONP'a handling of the 1981 award 
RTP's a~inistration and performance of con­

tracts during the 1981 contract year 

Labor's awards to RTP, Inc., fiscal years 1978-81 

1 
1 
1 
2 
4 
7 
8 

9 

16 

B Summary of objectives, goals, and reported results 
for RTP awards that required quantifiable report-
ing, fiscal years 1978-81 17 

C Summary of Labor's award administration problems 

CETA 

ETA 

GAO 

ONP 

OPER 

OYP 

RTP 

related to fiscal years 1978-81 RTP contracts 19 

ABBREVIATIONS 

Comprehensive Employment and Training Act of 1973, as 
amended 

Employment and Training Administration 

General Accounting Office 

Office of . National Programs 

Office of Policy, Evaluation and Research 

Office of Youth Programs 

Recruitment and Training Program, Inc. 



APPENDIX I . APPENDIX I 

INTRODUCTION 

AWARD AND ADMINISTRATION OF CONTRACTS TO 

RECRUITMENT AND TRAINING PROGRAM, INC., 

DURING FISCAL YEARS 1978-81 

During fiscal years 1978-81, Labor's national office awarded 
10 contracts to Recruitment and Training Program, Inc. (RTP), funded 
primarily with discretionary funds available to the Secretary of 
Labor under titles III and IV of the Comprehensive Employment and 
Training Act of 1973, as amended (CETA) (29 u.s.c 801). CETA is 
designed 

11 * **to provide job training and employment oppor­
tunities for economically disadvantaged, unemployed, 
or underemployed persons which will resu·lt in an in­
crease in their earned income, and to assure that 
training and other services lead to maximum employ­
ment opportunities and enhance self-sufficiency 
* * * II . 
CETA title III authorizes the provision of services for em­

ployment and training programs that meet employment-related needs 
of persons--such as offenders, handicapped individuals, women, and •·- -
older workers--who are experiencing problems in the labor market. 
Sections 301, 306, 308, and 314 of title III authorize the Secre-
tary of Labor to fund, at hie discretion, projects for providing 
these services. 

CETA title IV provides a broad range of employment and train­
ing programs for eligible youths. This title is to provide for 
comprehensive employment and training services to improve the 
future employability of youths and to explore and experiment with 
alternative methods for providing those services. Section 438 of 
this title authorizes the Secretary to carry out innovative and 
experimental programs to test new approaches for dealing with the 
unemployment problems of youths through discretionary projects. 

OBJECTIVE, SCOPE, AND METHODOLOGY 

Our objective was to answer specific questions regarding 
Labor's national ~ffice contracts awarded to RTP during fiscal 
years 1978-81. Specifically, our review addressed' (1) whether 
and to what extent Labor's administration of .RTP awards from CETA 
titles III and IV discretionary funds complied with Federal rules, 
regulations, and requirements1 (2) to what extent RTP contracts 
were modified in scope and funding1 and (3) how RTP managed and 
used the CETA funds it received during this period, particularly 
those received for a contract awarded on December 31, 1980, for 
about $8.6 million. 
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We reviewed RTP award files and interviewed headquarters 
officials from Labor's Employment and Training Administration's 
(ETA's) Office of National Programs (ONP), Office of Youth Pro­
grams (OYP), and Office of Policy, Evaluation and Research (OPER), 
the three offices . that made awards to RTP. We also reviewed RTP's 
operations and files at . its headquarters in New York and at one 
field office in Bridgeport, Connecticut. 

We limited our review of RTP field office operations to one 
location because it was one of three- outreach offices (located in 

. the New York/New England area) that was still operating at the 
time of our fieldwork, which was conducted from November 1981 
through April 1982. Other RTP field offices were closed and opera­
tions were curtailed bP.cause of the phasing out of the 1981 con­
tract and other Labor actions undertaken to reduce funding of CETA 
titles III and IV programs. The curtailment of RTP's operations 
greatly limited (1) the scope and extent of our analysis of RTP's 
implementation of contracts and (2) our ability to observe RTP's 
service _delivery system in operation. 

At the Bridgeport office, we reviewed participant and place­
ment files related to the fiscal year 1981 award. We randomly 
selected 23 participant files for detailed review to determine what 
services had been provided. We similarily selected 11 participants 
who had been placed on jobs (about one-tenth of the Bridgeport of­
fice's claimed placements) to verify the extent to which RTP had 
provided services that were responsive to their individual needs. 

We did not review RTP's administration of contracts and grants 
it received from CETA prime sponsors. 

Our work was· performed in accordance with GAO's current 
"Standards for Audit of Governmental Organizations, Programs, 
Activities, and Functions." 

AWARD PROCEDURES 

The award of a CETA contract is a complex process subject to 
numerous Federal laws, regulations, and requirements. The follow­
ing are the procedures and administrative review processes that 
were applicable to Labor ~hen the CETA· titles III and IV discre­
tionary awards were made to RTP. 

--Determining the need for a good or service. 

--Determining the specifications for the good or service. 

--Obtaining approvals to obtain the good or service. 
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--Determining the method of obtaining the good or service 
(either advertising or soliciting from one or more pro­
spective suppliers and obtaining proposals). 

--Evaluating proposals to determine whether they meet the 
agency's needs. • 

--Determining contractor fiscal responsibility and conduct­
ing preaward surveys of performance. 

--Negotiating, as appropriate, with a potential supplier(s) 
to obtain an agreement that is most advantageous to the 
government. 

--Finalizing the award documents and obtaining all necessary 
approvals. 

Statutes, regulations, and Comptroller General decisions re­
quire that Federal agencies entrusted with appropriated funds obli­
gate these funds .only to fulfill current and valid needs. Labor's 
award policy requires that (1) awards be undertaken after determin­
ing they are necessary, (2) awarding a contract , to fulfill the need 
will be cost effective, and (3) proper planning and scheduling of 
award activities be practiced by program and management officials. 
Labor has had a basic procurement policy that the selection of con­
tractors shall be based on competition among responsible suppliers. 
Labor's policy also states that all programs involving discretionary 
recipients shall provide for competition whenever appropriate. 

Both Federal and Labor procurement regulations require that 
any noncompetitive contract award be fully justified and approved 
at a high level. For Labor, the Assistant Secretary for Adminis­
tration and Management generally has approved noncompetitive awards. 

Labor .. had established a Procurement Review Board to review 
proposed noncompetitive contracts or award modifications. Gen­
erally, the board was responsible for reviewing all proposed non­
competitive awards or modifications of $10,000 or more. Notwith­
standing Labor guidelines, certain kinds of awards were exempt 
from board review and approval by the Assistant Secretary, includ­
ing most of the CETA titles III , and IV discretionary awards. At 
the time of our prior reports, 1/ Labor's Acting Solicitor explained 
the exemption relating to title-III as follows: 

1/ "Labor Needs to Better Select, Monitor, and Evaluate Its 
- Employment and Training Awardees" (HRD-81-111, Aug. 28, 1981) 

and "Information on Funding Commitments from Comprehensive 
Employment and Training Act Titles III and IV During Fiscal 
Year 1981" (HRD-81-145, Aug. 31, 1981). 

3 
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"The justification for exempting certain ONP awards 
from the general requirement of the prior approval 
for. non-competitive contracts is contained in CETA 
§ 123 ( 1 ) , which prov.ides: 

"***The Secretary and recipients of financial 
assistance under this Act shall give special con­
sideration, in carrying out programs authorized by 
this Act, to community-based organizations, as 
defined in section 3, which have demonstrated 
effectiveness in the delivery of employment and 
training services. * * *" 

APPENDIX I 

Labor's Acting Solicitor added that Labor had administra­
tively defined "demonstrated effectiveness" to· mean that the serv­
ices an awardee will provide relate specifically to competencies in 
(l) access to target groups, (2) capability of providing specific 
training, and (3) access to jobs. This interpretation applied to 
the awards covered by our review. 

OYP, which administered title IV youth discretionary funding 
awards, considered most of these awards as demonstration programs. 
Most of them were funded noncompetitively. Under Labor procedures 
and practices in effect during the period our review covered, non­
competitive demonstration program awards did not need to be re­
viewed by the Procurement Review Board. 

Another review process Labor used regarding the titles III 
and IV discretionary funds involved a steering committee estab­
lished by the Secretary of Labor. This committee was to approve 
or disapprove expenditures related to. titles III and IV funding 
plans. The funding plan was the document that ONP and OYP pre­
pared to serve as a guide detailing the program efforts or proj­
ects these offices hoped to fund during the fiscal year. 

Federal and Labor regulations also reqttire Labor to be re­
sponsibl& for monitoring contracts and closing them out in an 
orderly and timely manner. Many of the preaward, monitoring, and 
closeout procedures that were in effect when Labor made the RTP 
awards have been revised recently, primarily in response to our 
prior reports on Labor's administration of CETA titles III and IV 
awards. Labor's revised procedures, which we believe should cor­
rect the award administration problems discussed in this report, 
are discussed on page 7. 

EXTENT AND ADMINISTRATION 
OF RTP AWARDS 

During fiscal years 1978-81, three offices within ETA awarded 
10 contracts to RTP on a sole-source basis. The awards, which 
totaled $33.3 million, were from CETA titles III and IV discre­
tionary funds. ONP awarded six contracts totaling $27.5 million: 
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OYP awarded three contracts totaling $5.4 million: and OPER awarded 
one contract for about $400,000. Exhibit A shows, for each con­
tract, the period of performance and detailed cost data, including 
the number of modifications. 

The three ETA offices awarded all 10 contracts to RTP on a 
sole-source basis, while seldom noting in their records why they 
did not consider other potential awardees. Additionally, about 
half of the RTP contracts were renewals or extensions of previous 
awards made by ONP and OYP. These renewals were made, however, 
without reassessing Labor's use of sole-source procurements. 

Labor has a basic procurement policy that the selection of 
contractors shall· be based on competition among suppliers. How­
ever, Labor recognizes that in some circumstances one organization 
or individual has exclusive or predominant capability by reason 
of expertise, specialized facilities, or technical competence to 
perform the work within the time required at a reasonable price. · 
Labor also recognized the use of preferential procurement proce­
dures in which CETA funds may be used to benefit specific ethnic 
or target population groups or specific geographic areas. How- • 
ever, regulations also require that where follow-on contracts are 
anticipated, sufficient data should be obtained to permit competi­
tion of later contracts. 

Labor, according to program officials and award files, -based 
its determination of need for RTP services and its use of sole­
source awards on RTP's (1) unique capability and expertise in 
working with labor unions and with youths on the verge of dropping 
out of high school and (2) "demonstrated effectiveness" in operat­
ing programs for special target groups with particular disadvan­
tages in the labor market. In addition, OYP and OPER used a process 
wherein they had developed information on particular problems of 
specific groups which was used to determine what data were needed 
regarding service delivery to these target groups. This process 
was used be·fore RTP' s proposals were received and was presumably 
the basis used to determine whether'RTP's proposals met Labor's 
needs. However, while the process may have been adequate for 
analyzing RTP's proposals, the award files contained no documenta- · 
tion for ONP and OYP renewal of RTP contracts to indicate these 
offices' efforts to acquire sufficient data to permit competition 
for the renewal contracts. 

You requested information on the role of Labor's special de­
partmental or steering committee in reviewing the use of titles III 
and IV discre.tionary funds and in approving RTP awards. Eight RTP 
contracts, in the period · covered by our review,· were awarded before 
the committee was established. We could not determine from commit­
tee records if the two other awards were considered individually 
or as part of ONP's and OYP's funding plans. 
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ETA officials who had been delegated the authority to sign 
contracts using titles III and IV discretionary funds were the 
Administrators or Acting Administrators of ONP and OPER. These 
officials signed all RT·P contracts. While OYP officials handled 
the administration and monitoring of most title IV contracts, the 
ONP Administrator or Acting Administra'tor had approval ·authority 
for these awards. 

Labor's CETA contracts generally authorized RTP, an organiza­
tion headquartered •in New York City, to provide recruitment and 
job placement services to minorities and women interested in the 
(1) building and construction industry skilled crafts and appren- · 
ticeship .and journeyworker positions, (2) industrial sector blue­
collar mechanical crafts and skilled and semiskilled positions, 
and (3) private sector professional, managerial, and technical 
positions. More specifically, RTP's responsibilities included 
providing outreach services, classroom instruction and test tutor­
ing, other applicant preparation services, job and career counsel­
ing, targeted job development, and/or followup services to eligible 
minorities and women. Exhibit B summarizes the purposes and ob­
jectives for each contract that had quantifiable goals and quanti­
fiable results which could· be reported. 

Award administration 

Our review of the award files and discussions with program 
officials indicated that prudent award administration procedures 
were not always· followed during the award process and, with respect 
to contract modifications, throughout the contract performance 
period. Information obtained on the 10 contracts reviewed showed 
that the three offices (ONP, OYP, and OPER) responsible for these 
awards during fiscal years 1978-81 generally had similar award 
administration problems. We found 

-~no comprehensive reviews of contract proposals (8 awards): 

--a lack of documentation regarding the comprehensive review 
of past contract performance and current fiscal responsi­
bility before making awards (9 awards): 

--incomplete records of negotiation and little evidence of 
participation or involvement from Labor representatives 
and contracting specialists in contract negotiations 
(8 awards): 

I 
--insufficient documentation of onsite visits (7 awards), 

periodic assessments of progress (7 awards), and feedback 
to RTP regarding its progress in achieving desired results 
( 10 awards): 

--no verification of performance data submitted by RTP 
(9 awards): and 
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--no written assessments of performance at the end o~ the 
contract period or certifications, by the .program or con­
tracting officers, regarding the adequacy of RTP's per­
formance in achieving desired contract objectives and in 
meeting reporting requirements (9 awards). 

In addition, most preaward activities, such as evaluating 
proposals and negotiations, were handled by program office staff 
with little assistance from Labor's contracting offices. 

REVISED AWARD AND 
CLOSEOUT PROCEDURES 

The problems we found with Labor's ·administration of RTP 
awards in this review were similar to those discussed in our prior 
reports on employment and training awards. {See note, p. 3.) 
We believe that Labor's revised procedures in response to those 
reports and its recent reorganization should improve its contract 
award administration. 

Under new contract closeout procedures, effective October 27, 
1981, the contracting officer will review Labor representatives' 
available monitoring reports to determine whether performance has 
been satisfactory or whether any known or suspected problems exist 
that could delay closeout; including suspected f~aud or mismanage­
ment. Recent closeout audits of six RTP contracts, performed by 
auditors hired by Labor, included the review of progress reports 
that RTP submitted to Labor representatives. • 

In a December 23, 1981, internal policy directive, the Assist­
ant Secretary for Employment and Training revised management . pro­
cedures to tighten the controls on awarding and administering . 
contracts and bring greater uniformity to managing contracts and 
grants. The directive provides instructions for conducting pre­
award reviews and postaward monitoring and assessment. 

Addit.ionally, the Assistant Secretary' ·s directive instructed ' 
ETA to make maximum use of the competitive award procedures when 
awarding contracts and grants. These procedures (1) address our 
concern for competition so as to . minimize favoritism and collusion, 
(2) provide greater assurance that services are obtained at the 
lowest prices, and (3) provide for consideration of quality and 
other factors. During the last week of January 1982, Labor began 
using the competitive bidding system to award 1982 Targeted Out­
reach Program contracts (awards similar to those previously made 
on a sole-source basis to RTP) and issued a request for proposals 
for these services. At the, completion of our fieldwork, Labor was 
reviewing proposals for Targeted Outreach Program contracts. RTP 
submitted a proposal under this competitive bidding process. 
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On May 2, 1982, the Assistant Secretary reorganized ETA's 
national office. ·This reorganization consolidated the responsi­
bility of program operations formerly handled through OYP and ONP 
under a new Office of Comprehensive Employment and Training. In 
addition, this reorganization centralized contracting services 
units, formerly dispersed through OPER, ONP, and the Office of 
Administration and Management, under the new Office of Financial 
Control. These actions, which make contract management and program 
functions independent of each other, respond to concerns discussed 
in prior GAO reports (see note, p. 3) regarding the 'management 
of CETA titles III and IV discretionary awards and the need for 
Labor to make more competitive awards in the national employment 
and training program area. 

ONP'S HANDLING OF THE 1981 AWARD 

Your office expressed particular interest in the contract 
awarded to RTP on December 31, 1980, for $8.6 million. The con­
tract, awarded on a sole-source basis, involved two CETA funding 
sources--$7,486,000 of title III funds and $1,130,000 of title IV 
funds. Although title IV funds from. OYP were used, CNP awarded 
the funds and administered the contract, which was signed by the 
Administrator of ONP. The basis for the sole-source procurement 
was the Secretary's exemptions for Targeted Outreach Program spon­
sors that have demonstrated effectiveness for special target groups 
with particular disadvantages in the labor market. 

The contract authorized RTP to perform employment and train­
ing services in three program areas in which Labor previously had 
awarded contracts to RTP--targeted outreach (for facilitating the 
placement of minorities and women in construction and industrial 
jobs in the private sector), the minority women employment program 
(which focused o~ placement of women in managerial, technical, and 
professional positions in white-collar employment), and the youth 
effi>loyment .program. The targeted outreach and minority women em­
ployment program activities were funded with title III funds and 
the youth program with title IV funds. ONP, even though it had 
decided to phase out RTP's contract, nevertheless deemed it desir­
able to award a modification in June 1981, which increased the 
contract budget from $8.6 million to $8.9 million. The purpose of 
the modification was to add three subcontractors' sites to expand 
the scope of RTP targeted outreach activities. After this modifi­
cation, ONP deobligated $307,033 in OYP title IV discretionary 
funds, which decreased the total contract cost to $8.6 million. 

Overall, RTP-reported accomplishments showed that RTP met or 
came close to meeting most of the goals contained in the contract, 
except those for total placements. Under this 10-month contract 
RTP was to place 3,648 minorities and women in construction and 
industrial jobs in the private sector. Seventy-five percent of 
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these placements were to be in apprenticeable 1/ occupations and 
25 percent of all apprenticeable placements were to be women. 

RTP's reports of performance for the period December 1980 
through September 1981 (which had not been verified by Labor) 
showed that RTP made 2,326 placements in skilled occupations and, 
thus, attained about 64 percent of the placement goal specified 
in the contract. RTP also reported that 65 percent of its place­
ments were in apprenticeable occupations and 25 percent of all 
placements in such occupations were women. RTP told us that it 
had not met its overall placement goal because of ·Labor's gradual 
phaseout of the fiscal year 19-81 contract, a factor discussed in 
the next paragraph. (See exhibit B for a description of this• • 
contract and other contracts having quantifiable goals and the 
reported results.) 

As a ·result of the anticipated · reduction in CETA title III 
funding for targeted outreach programs, in late May 1981 ONP re­
quired RTP to conduct an orderly phaseout of several employment pro­
gram activities by the end of September 1981. While Labor did not 
provide formal notification for phasing out local sites, RTP ~oti­
fied ONP ~n September 23, 1981, that it had implemented procedures 
to close 21 local offices. ONP ·officially notified RTP by telegram 
during November 1981 to phase out the remaining contract activities 
by no later than February 28, 1982. A contract modification was 
made on January 4, 1982, to facilitate the closeout. However, on 
April 22, 1982, ONP authorized an extension of the performance 
period for this contract from March 1 through April 30, 1982. 

RTP'S ADMINISTRATION AND PERFORMANCE OF 
CONTRACTS DURING THE 1981 CONTRACT YEAR 

You requested that we assess RTP's management of the contract 
that involved the fiscal year 1981 award. Because RTP was curtail­
ing its operations at the time of our fieldwork, we limited our 
work to examining RTP's systems and procedures for administering 
Labor contracts at the headquarters office. We performed limited 
work at one (Bridgeport, Conn.) of the few RTP field offices in 
operation during that time. That office was later closed on 
February 26, 1982. 

As previously mentioned, under the 1981 contract RTP was to 
facilitate the placement of interested, qualified minorities and 
women in construction and industrial j-obs in the private sector. 
More specifically, RTP was to place major emphasis on apprentice­
able positions in the construction, manufacturing, utilities, and 
service industries. Additionally, RTP was to concentrate on the 

1/"Apprenticeable" is a term commonly used in Labor awards to refer 
- to entry-level jobs that can lead to apprenticeship and journey­

worker positions. 
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recruitment, screening, career. counseling, tutoring, resume pr~­
paration, job development and referral, and followup of members of 
socioeconomic groups who had been excluded from or underrepresented 
in primary labor market occupations (unions, contractors, and other 
private sector employers). This project also was to include efforts 
in journeyworker upgrading and training. These services were to be · 
performed by RTP sta~f at 42 local sites. 

RTP maintained system for 
managing resources and staf~ 

RTP's policies, procedures, and other elements of its manage­
ment system for administering Labor awards were adequate. We 
examined RTP's organizational alignment, controls used in managing 
staff resources, internal controls (that is, policies, procedures, 
and internal review processes), accounting system, and guidelines 
to field offices regarding service delivery. Our review of RTP 
operations at headquarters shOW"ed that the 

--organizational structure was one under which responsibili­
ties, lines of authority and accountability, and duties 
for carrying out contracts were clearly definedi 

--executive and professional staff had either adequate educa­
tion or appropriate experience for their positions and were 
trained to improve employee competence and keep them in­
formed of new Federal policies and procedure•, 

--internal controls for developing and imp1ementing policies, 
procedures, ana internal r~view processe~we~e present: 

--accounting system contained controls over disburse~ents of 
Federal funds and use of staff and property resources and 
provided documentation that could be followed: and 

--guidance was provided to field offices regarding the de­
livery of employment/training services and administration 
of field office programs. 

Organizational alignment 

RTP organized the responsibilities and its staff resources 
for carrying out Labor contracts primarily on a contract-by­
contract basis. As of January 1, 1981, RTP had 227 staff members. 
Each of the four ongoing Labor contracts RTP was administering 
during calendar year 1981 had its own administrative and program 
staff and budget. 

The responsibility, authority, and· controls for contract 
administration and financial functions were centralized at RTP 
headquarters. Responsibility for program planning and operations 
functions was decentralized and shared between RTP headquarters · 
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and field offices, although overall authority for these functions 
was centralized with headquarters officials. In addition, finan­
cial responsibilities were separated so that no one person con­
trolled all phases .of any activity or transaction. Executive, 
senior administrative, and program operations staff, who were re­
sponsible for making assignments, appeared t ·o have had the neces­
sary followup systems to determine whether assignments relating 
to programmatic or financial operations were properly carried out. 

Because of the expiration of other Labor contracts and the 
phasing out of the fiscal year 1981 contract, RTP dismantled sev­
eral organizational components and furloughed a number of staff 
persons by or during September 1981. In fact, RTP dismantled 6 of 
its 9 major departments and 21 of its 42 outreach field offices. 

RTP's -management of staff 
resources appeared reasonable 

According to the Executive Director., RTP determines its human 
resource needs by matching staffs' qualifications and experience 
with requirements RTP identifies in its contract proposals. RTP 
selects its managerial, administrative, and service delivery staff 
for Labor contracts based on the requirements outlined in the con­
tract proposals. 

RTP's Board of Directors elects the Executive Director, and 
the Board and the Executive Director hire or select the remaining 
executive staff persons. Additionally, RTP has a supervisory per-. 
sonnel review committee { cons'isting of four executive 'staff per­
sons and two regional supervisors who serve on a rotating basis) 
for assessing staff persons with potential for filling regional 
supervisor vacancies. 

Our review of 24 randomly selected personnel records from 
RTP employees, at the headquarters and field office levels during 
1981, s~Qwed that (1) in 18 of the records, employees' applications 
or resumes were on file and (2) executive and profession.al staff 
appeared to have either adequate education or appropriate experi­
ence for their positions. While an RTP executive informed us that 
the performance of staff persons should be .evaluated twice a year, 
19 of the files we reviewed contained no performance evaluations 
after 19.78. 

Our review showed that RTP had provided staff development 
training for improving its employees• competence and keeping them 
informed of requirements of new Federal policies and procedures 
through its Training Institute. RTP's training from 1978 through 
1981 included sessions on recruitment of CETA participants, job 
development and placement, RTP's data retrieval system, government 
reporting policy and procedures, and various other areas of re­
sponsibility and duties. However, according to RTP's Executive 
Director, the Training Institute was recently phased out because 
of reductions in RTP's 1981 contract. 
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RTP had established internal 
co~~rols for overseeing CETA 
funds and program performance 

APPENDIX I 

RTP had- developed internal controls for overseeing the use of 
CETA funds and progra.m performance. It had formulated policies or 
guidelines in finaric~al and personnel areas, such as travel advance, 
selection and hiring of qualified employees, performance evalua­
tion and in-service training of employees, and project directors' 
accountability reporting. During 1981, RTP formulated policies re­
garding the Board's approval of all contracts, key employees filing 
of fidelity bonds for the Board's review and· determination, and 
headquarters' review of field offices for possible probation and 
reduction i'n staff and/or placement goals when offices failed to 

.achieve an 85-percent placement goal during the transition period 
;of the fisc~l year 1981 contract. 

We found two situations contrary to RTP's policies regarding 
travel advances. Our review of a recent audit report, prepared by 
auditors hired by Labor, showed that two RTP staff persons took 
cash advances for travel and failed to account for outstanding 
balances, thus violating RTP's policy for .accounting for such 

,balances (either by submitting a travei voucher or paying the 
'outstanding balance) within 30 days. One staff person accounted 
. for his cash advances. The other, whose outstanding travel ad-
vances totaled $20,000, resigned but was retained as a consultant 
on RTP's payroll until July 15, 1981. 

Our analysis of the $20,000 travel advance balance showed 
:that the advances were initially charged to RTP's 1981 contract, 
;which would have resulted in Labor reimbursing RTP · for the amount. 
However, RTP executives took corrective action on this matter and 
accounted for the balance. 

We further determined that RTP had established procedures 
1 for account.ing ( including budget preparations), personnel adminis-
J tration, internal audit and review, the provision of job training 
1services, and documentation and reporting of service delivery. 
/Additionally, RTP's reporting system included procedures, devel­
l oped .by the University of Texas under contract with Labor, for 
: monitoring how targeted outreach activities were being implemented. 
! 
' Responsibility for internal 

reviews and program operations 
audits established 

During 1981, the regional supervisors and program analysts at 
the RTP headquarters level were responsible for monitoring the 
field offices' program operations. Program analysts, operating 
in their staff or advisory capacity as inspectors and verifiers 
to ensure compliance with RTP corporate requirem~nts, were respon­

. sible for (1) monitoring and analyzing monthly and quarterly 
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reports submitted to RTP headquarters from field offices and 
(2) auditing field offices' implementation of RTP's program poli­
ci~s and procedures. 

Operating procedures, established in March 1981 for program 
analysts, suggested that audits of field office operations ghould 
be conducted twice per contract year. Additionally, the proce­
dures required program analysts to review all documents submitted 
by field offices (for placement credit) for accuracy and internal 
logic and to make necessary corrections in conjunction with project 
directors and other field staff. 

RTP's financial management 
and accounting system 

our examination of audit reports prepared by RTP's external 
auditors and auditors hired by Labor and our selective examination 
of accounting records showed that RTP's overall system of manage­
ment controls over receipts and disbursements of Federal funds . and 
utilization of property and staff resources were adequate. RTP's 
accounting system provided for proper execution of transactions 
with authorizations and for documentation for audit purposes. 
Disbursement vouchers and canceled checks were readily available. 
RTP maintained separate checking accounts and books of accounting 
records for each Labor contract. 

Our comparative analysis of RTP's February 20, 1981, payroll 
accounting records related to staff working in headquarters and 
six selected cities (Pittsburgh, Pennsylvania: Youngstown, Ohio; 
Rochester, New York; Bridgeport, Connecticut; Westchester County, 
New York: and Evansville, Indiana) for three concurrent contracts 
revealed no duplication. 

Our. comparative analysis of RTP records on the use of leased 
property resources for headquarters and. seven selected field sites', 
which had concurrent Labor contracts in the same city, revealed 
that (1) staff working under concurrent contracts administered at 
headquarters share the same office space, but evidence showed that 
charging of expenses to more than one contract was not occurring 
for the headquarters office space and (2) office space expenses 
for staff administering each concurrent contract at the seven se­
lected sites were accounted for by contract. Based on our discus­
sions with real estate agents concerning the rents of two offices 
in Connecticut and two in New York City, we believe that RTP's 
rental expenses for these offices charged to Labor contracts were 
reasonable. 

13 



I 
I 

' : 
' 

APPENDIX I · 

RTP's guidelines on employment/ 
training service delivery 
provided to field offices 

APPENDIX I 

Our work at the Bridgeport fie l d office indicated that RTP's 
guidelines to field offices for providing employment/training serv­
ices were adequate. These guidelines included not only definitions 
of the services and information on providing each service, but also 
information on the documentation and reporting requirements that 
field office personnel are responsible for following when they 
provide employment/training services from the screening through 
the followup phases of the service delivery process. 

Because the Bridgeport site's records on delivery of employ­
ment/training services were incomplete in certain respects, we 

1 could not determine how well the field office implemented guide­
lines for service delivery. Based on RTP records which we aid not 
verify, Bridgeport received 585 applicants, made 126 tutorial con­
tacts, and made 329 job referrals. 

The Bridgeport office also claimed to have made 576 counsel­
ing contacts from April through December 1981 and to have placed 
94 individuals, of whom 36 were placed in apprenticeable positions 
from December 1980 through October 1981. 

We examined Bridgeport office records on 12 RTP participants 
and contacted 9 of these individuals by phone. Although all nine 
said they had received tutorial services from RTP, thei~ records 
in the field office showed no evidence {except for two notification 
letters about attending tutorial classes) that they had actually 
received this service. We also could not locate Bridgeport's 1981 
attendance records for tutorial sessions. 

In addition, we contacted 8 of 11 selected individuals who 
had been pl-aced in jobs during the 1981 contract year. We dis­
cussed their placements and experiences under RTP's program. 
Six of the i'ndividuals met with us at · the Bridgeport office, and 
the 0th.er two provided us information over the telephone. We 
were unable to contact three individuals in our sample. 

All eight individuals informed us that they had found jobs, 
some more than one job, through the RTP Bridgeport program and 
that they had been very satisfied with RTP's placement services. 
Of the participants, two had been placed in apprenticeable posi­
tions, one who had formerly been placed in an apprenticeship posi­
tion had been upgraded to a journeyworker under RTP's 1981 program, 
and the other five had employment in other than apprenticeship or 
journeyworker positions. Five of the individuals indicated that 
their starting wages in the positions in which they were placed 
were much higher than they had received in their previous jobs. 

14 



APPENDIX I APPENDIX I 

All individuals we interviewed received two or more preplace­
ment services from RTP's Bridgeport offices--for example, resume 
preparation, career counseling, job referral, and job training 
referral. 

We reviewed monthly and quarterly reports to see whether 
postplacement followup was being done on individuals placed . from 
December 1980 through December 1981. We found no documentation 
on RTP's 3- or 6-month postplacement followup activities for in­
dividuals placed between December 1980 and May 1981, although we 
found documentation of followup contacts made for June, July, and 
August 1981 placements. 

Although the assigned progr~m analyst did not audit the 
Bridgeport field office operations, the analyst had informed the 
Director of Program Operations not only of discrepancies between 
Bridgeport's placement forms and client characteristic worksheets 
'(for the September 1981 monthly report) regarding starting dates, 
application dates ~ and ethnic codes, but also of Bridgeport's 
nonadherence to RTP corporate reporting procedures, such as sub­
mitting the quarterly followup forms and typing employer/union 
information on the placement form. The Director of Program Opera­
tions, on October 9, 1981, notified the project director of the 
discrepancies and nonadherence to the corporate procedures and 
returned the September report for the project director's immediate 
correction. 
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~•sA~roRil', Ile. , FISCAL YEARS 1978-81 

Name of Labor/EI'A Changes 
spooaor ard Date Period of Initial furding Decreases 

ocntract l'Ulber (~) perfomance Title Ill Title 'IV N~ Inc:reuea (note b) 

CNP aoo Ofi>z 
99-8-111-33-14 7- 1-78 4-21-78 to 9-30-81 $1,497,488 2 $1,287,780 

99-8-111--01-18 &-18-78 9- 1-78 to 9-2&-79 $6,305,479 1 4,062 

20-36-75-15 £/2-15-78 10-29-74 to 9-30-79 £(167,003 3 $66,343 

99-8-111-42-45 &-l&-78 9- 1-78 to 9-28-79 1,449,959 1 106,066 

99-9-111-33-43 s- 9-79 3- 1-79 to 1-15-81 l , QIJ9, 600 l 124,857 

99-9-2332--01-19 9-21-79 9-29-79 to 11-28-80 1,680,661 l 69,464 

99-9-111-01-IS 9-21-79 9-29-79 to 9-30-81 7, 953, 3'.l9 4 999,520 

99--0--111-33-53 9-24-80 S-15-80 to 11-30-Sl 1,179,317 1 470,000 

99-1-111-01-2 12-31-80 11-29-80 to 4-30-82 7,486,000 d/ l, 130,000 2 282,000 307,033 

Subtotal 25,642,501 4,906,405 16 3,043,362 673,763 

OPER: 
20-36-79-29 7-20-79 7-19-79 to 10-18-81 203,753 1 200!000 

Subtotal 203,753 l 200,000 

Total for CNP, 
CTiP, aoo CPER $25,846,254 $4,906,405 17 $3,243,362 $673,763 

,!/Represents the date uibor. signed the award, 

b/With the exceptial of the 1981 a:ntract ( no. 9')- l- lll-01-2) decrease, figures represent furds RTP did not use 
- and returned to the Govemment. 1he 1981 decrease represents Labor's deobligation of funds to reduce the oontract 

btdget ard aCCDlplish a redlCtial in youth services. 

c/'lbis reflects the date the oontract a<hinistratial was transferred fran <PER to CNP. The award ancunt represents 
- $119,000, ""1.ic:h OPER awarded (ai Jan. 20, 1978) for fiscal year 1978, and $648,093, which CNP awarded (oo June 

7, 1978) to COiier the r8'111!1.imer of fiaoal year 1978. 

d/\lhile the source was CETA title IV youth fWlda, CNP a<hinistered the award. The other three title IV ccntracts 
- (for $1,497,488, $1,099,600, and $1,179,317) were awarded and adninistered by OYP. 

t"l 

~ -
H 
IJI 
H 
t-3 

Total C08t ):, 

$ 2,785,268 

6,309,541 

700,750 

1,343,893 

974, 743 

1,611,197 . 

8,952,829 

1,649,317 

8,590,967 

32 ,9JS,505 

403,753 

403,753 

$33,322,258. 
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EXHIBIT B EXHIBIT B 

SJfit'Nt'i OF oe.nx:'l'IVES, G01U.S, AND REPORlUl RESULTS FOR RI'P 

A~ 'l'H,\T REQUIRED o:wn'IFIABLE REPORI'DC, FISCAL YFARS 1978-81 (note a) 

Project title/ 
ccntract cbjecti .... 

l. Target.ed Outnadl Prcgnm 
(99-8-lll-Ol-lS) 
Aaaiat in the pi..o.n.,t of 
intereeted and qualified 
mi.not"ity grwp nan and ~ 
into skilled j<:m, primarily 
in the building, ccrwtructia,, 
and other private --=tor 
inr:Suatri•· Major anp,uia 
-· to be placed \,l)CX\ appren­
tiOMhip. 

2. T~ Outnadl Program 
<~u-01-is) 
Facilitate the pl..acanatt of 
~tad, qualified minod­
ti• and wcmat in ocnet.ructiat 
and imuatrial jot)a in the 
private NC:t.or. Major ellp\Uia 
waa to be placed on appnntic.­
able training pcaitiaw. RTP 
wu to operate the pEOject in 
33 aita. 

3. Targeted Out.read\, Minority 
Wcnm E~ and Youth Program l-llH>l-2) 
Facllit.ate the pi..c.n.tt of 
interNted, qualified ndnori­
ti• and WCl18\ in oawtructia, 
and .induatrial jot)a in the 
private NCtcr of the lab:>r 
ll'Bl'Mt. Major tqlhuie waa to 
be plaom oo awrwtticeeble 
poeitiaw. 

Service• ware to be provided 
by Im' ■taff in 42 OJtreach 
and minority -..amn emplo)'IIW't 
local ■it.. 

Cattract goal■ 

Serve thcuaanda of mi.rxrity 
fflSl and woma1 in target 
areas. 

Make 4, 150 plllCel'IWlta. 

Serve thalUl'Xla of minority 
men and \Olltn in target 
araa. 

MIike 4, 975 pla0a'IIS1t.a, of 
which 275 were to be in 
~rJcer pcaitiallS. 

Plaoamnt of ~ was to be 
a minimull of 3J percent of 
the total plac91wnta in the 
target areu. 

Hake 3,648 Targeted Qrt.reac:h 

Progran plac:snmt.e. 'El 

Sewnty-five percent ( er 
2, 736 ) of all Targeted Qit­
reach Ptog1an pl.aoalart.a 
were to be in appraiticeable 
000.ll8tiona and 25 percent 
( or 684) of all apprentice­
~~ pi.dcanent.a were to be 
WOll8\. 

Within registered awrentice­
ahi.p placatWlte, 25 percent 
were to be WCl'l8l, 

17 
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R1'P 'a reported raulta 

RTP Mi'V9d 33,146 participants . 
(e.g., outreach, recruitma,t, 
CXJUnNllng, job developatt, 
and referral services) 

M!t.de 4,316 placanstta, of which 
1,638 were in awrenticeahip and 
joumaywoi'lter poeitiaw. 

Served 30,579 participant.a in 33 
aitea (e.g., outreach, rec:ruit­
mm1t, ocunaeling, job davelcp-
1'18lt, and referral aervicea) 

Made 3, 513 placement■• Of 
U-, l, 287 w,ere apprentioee, 
348 were jou~r>cera, and 
l, 878 ....re in other llkilled 
oco.patiooa. 

Met. or exceeded it■ 20-peroent 
plaoanmt goals for wcma1 in 
21 of 33 locationa: 4 locatia111 
miaed the goal by 1 or 2 place­
nnta, and 8 loaltiaw fell con­
siderably below the goal. 

Made 2, 326 Target«! Qitreac:h 

Progrm placanmta between 
Decent>er l, 1980, and Septem­
ber 30, 1981, 

1'pproxiJllately' 65 percent (or 
1,518) of lffl>' e 2, 326 place­
mstta were in awn,ntic:eable 
occ:upatialS, and about 25 per­
cent (386) of RTP'e total ap­
prenticeable plaCSll!Ote were 
lolOffll!IO• 

Within Rl'P 'e registered •~ 
ticeehi.p placements of 400, for 
the period of April l, 1981, to 
Septalt)er 30, 1981, 27 perc,nt 
w,ere WOl'la'l , 

,,... 



EXHIBIT B 

Project title/ 
ccntract objectiwe 

4. Rl'P /Enployment Service Dtl'ltln'" 
st.ratiai Project for Placing 
Minorities in Managerial, Pro­
fessional, and Technical Joba 
(20-36--79-29) 
Teat the feaaibility of eatal:r 
liahing a prototype relation­
ship between a State Employ­
rrent Service and a caffll.UU.ty­
bued organiutioo. 'nle intent 
was to increase anploynent op­
portunities and placanent. for 
minority men and WCl1l!n in man­
agerial, profeasia\al, and 
technical <XX:lpltiooa through 
specialized applicant recruit­
mslt, job develo,:rnent, and job 
readineea counseling provided 
for the flnpl.O)'IWlt Service by 
RTP. 

'nle lllljor objective waa to 
(a) 11elect a teat city, (b) 
arrange with the St.ate 
E>nplO)'Mllt Service for 18 
rrontha of services to be 
provided to qualified 
minorities in the teat city, 
and ( c) evaluate the aucoeaa 
and the extent to whid\ 
specializf!!d services pro­
vided to Empl.O)fflellt Serv-
ice clienta and anployera 
resulted in increuing 
ITIUlllgerial, profeaaiaial, 
and tedlnical job q:por­
tunitiea and placcnant for 
qualified minorities. 

Cootract goala 

Fifteen percent of all 
Targeted QJt.read\ ProgrMt 
placements ._re to be 
youths 16 to 21 years old, 

Increase the nlJ!t>er of 
minority applicants to 
the Employment Service 
in Aloe.nix, Ariwna (test 
city), who are qualified 
for managerial , professional, 
and technical jobe. ( O:>n­
tract did not specify exact 
nlJlb!r . ) 

Increase the niinber of re­
quests £ran anployers for 
managerial, professional, and 
ted\nical occupatiooa. ( 0,n­

tract did not specify exact 
n\Jlbl!r.) 

Increue the nunber of 
minorities placed in ne.n­
agerial, profeaaional, and . 
technical jobs, ( 0:ntract 
did not specify exact 
n\J'lt:ler • ) 

EXHIBIT B 

Rl'P'e reported reeulu 

A&:ProldJtatel.y 25 percent of all 
RTP Targeted QJtreac:h Progran. 
pl.acenanta were )Qlth• 16 to 
21 years old, 

Tripled the n\Slb!r of ex>llege­
edu::ated minority applicants to 
the ElnplO)'l'lll!!nt Service (305 
applicants during 15 ncntha of 
the contract as oatpared to 
96 applicants received by the 
Elnpl~t Service during fi~ 
year 1979.) 

Generated 265 managerial, 
professional, and technical 
job orders. 'n\eae job orden 
inclu:1ed permanent, full-time 
poeitiala in ffllUlllgerial, pro­
fessional, or tedlnical cate­
goriea offering potential for 
advancanent, ltleae job ordera 
were in additi.a\ to the 11,11>1 
job orders that the atplO)flBlt 
Service reported for the period 
fran fey 1980 throuijl July 1981, 

Placed 43 miroritiea (,of 
whom 3 2 had a college 
degree) in managerial, 
prof•aiaial, and technical 
jobe, Conparatively, the 
l!npl~t Service placed 
17 <Dllege-edUCAted minori­
ties in full-time jobe, 8 
of whan were placed in 
managerial, profesaicnal., 
or ted\nical jobs, 

~'nlia •l..llffllIY does not include ewarda rmde to RTP for cxnlucting the minority IICl!len enpl~nt pro­
gram am -youth program projects (i.e., 6 of the 10 CXll'ltracts), since labor did not require Rl'P to 
quantitatively report the reeulta of ita efforts a1 a oontract-by-ocntract basis. 

_o/'lhis goal represents an adj\.Bted goal for a 10-naith period, rather than the original contract goal 
of 4,013 placatl!nts which waa for an 11-IID'lth period, due to the phaseout of this ocntract. 
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- ~f'ffJa' Of' LABOR'S Awua> ADKNlsmATlctl PIOIUJ6 RE1AffD 10 FISCAL YFARS 19~ 1 lffl' cnmw:r5 t'll 
tJ ~ 0 Evidence of ~ N oard ldldniattat.ion Evi~ of 111'.lnitori.ng 
~ H 

" 
Ho~ Ne, OUll\,W ..... 1 VI! Ho ~t.e 0, 

'° 
lmwiV9 nvi-of put. e'Vidslca of No writ.t.en No veri- H 

°' nvi-of p,.cfuc11•._. and 1.Abor~ I~t• feabck fiaot.ion Noend-of- '"i - a:inu.ct. CCX1t.ractor fi.-1 ~et.a ~u-· re~of on ~li- of per- cont.If~ 

Project. tit.le/ propceau· rellp]IWil>i 1i t.y recorda of ClNit.e viait.a progrNa ~and f~ perf~ · n 
cxnt.rac:t. .,.._. (~) (~) MQJOt..i.at.ian (~) ~ 2!!:~ ~ evaluatia, 

1. Sd1col-to-4tl>r1t Progiraa 
(99-&-lU-33-14) X X X X X X X X 

2. 'lugetad Qrt.reac:h 
Progra. (not.ea) 
(99-8-111-01- lS I X X X X X X X X 

3. Minority lmal Blpl.oy-
aait.l'rogra(not.ed) 
(20-36-75-15) (d) (d) (d) X X X X X 

4 . Kinodty tt:n.\ lllpl.ay-
raa1t Progran 
(96-8-111-42-45) X X X X X X X 

s. ~r career Elrplora-
tionl'rograa 
('»--9-lll-33-43) X X X X X X )( 

6. Minority~ Blp1oy-
astt. Progra9 
('»-9-2332-01-19 ) X X X X ~ X X 

7. Target.ed ~dt Progr.sm 
(99-9--111-01-JS) X X X X )( X .... 8. c:u-r ~plonUon 

'° Pirogr-, 
('»--G-111-33-53) X X X X X X X X 

9. 'lvgeted nit.~. 
Minocity Women 

::: a..,lo)'IW'lt and 
Youth Project. 
(~l-Ul-01-2) X X X X X 

::.~ 10. Rl'P/811>10)flalt Service 
·r·: Oancnat.rat.ion Project. 

fer Placing Mined-
.. t.iee in l'tlUlllgUial, 

Prof-icnal, and 
:·. Tedvu.Clll Joba 

.. :! (20-36-n-29) !. ! !. !. ! ! 
Tutal ~ ? B 7 7 ~ ! 9 - :::: 

; ·1 
,!/India.tee fil• conta.inad no docunart.at.ion whidt would ahcw contract pirq,ceala had beer\ circulated and m,p:ali!l'llllively 

e\laluated, in accordance with regulation■ ~ing umollcit.ed prq,ceale to be cl.rculat.ed within the agecq irwpcnaible 
tor the receipt. am hand.ling of u- prq,caala. 

• -- b/Rllflecta files whidt cont.ainad no p~ revi- foma, ae -u a■ thcae in which the f<X1M ware prNatt but 
- they contained no IIUR)Orting ~tat.ion to provide a definitive aa-ll'IW\t of Rn>'• financial rrana.ganent ocn:lition 

and adequacy of it.a reaouroaa and operatiallll control• to perfclnl the prcapec:t.ive contract.. tll 

c/Inclooea oont.nocta (i.e., 99-6-111-33-14 and ~~111-33-43) for 'Whidt labor np:Matt.at.ive• nade no cnaite visit.a ~ 
- because labor had contracted with an indepeudent. fiml t.o IIICIU.ta' the perf~ of R1'P •• local offioea. H 

b:J 
~O:nt.rac:t waa initially~ to Rl"P in 1974 and ocnt.in.aed Wider NV9Al .uppl-ial 1110dific:Btiaw. 'lhe m.ro H 

achinistraticn waa transferred fra11 r.H:R to CNP in fi-1 year 1978, whi.dt ia 'It/try it ia incluled in our revi-: ~ 
ha,.cwr, the pra-rd activities related to this .-rd did not fall within our re•ri- ti.Ille fr-. (') 
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